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Abstract

:

This paper aims to identify financial measures that are related to Corporate Social Responsibility (CSR) involvement activities. The study concerns the food industry, in which clients, as well as stakeholders, increasingly appreciate socially responsible companies, which could be a crucial factor for future growth strategy. An analysis was made on a sample of 448 food companies from 50 countries in 2009–2020. As a financial measure for CSR assessment, we used profitability ratios, dividend payout ratio, price-to-earnings ratio and market capitalization. The results confirmed that CSR reporting was a crucial division that differentiated companies from the perspective of profitability, OE, market capitalization, and share price. The CSR practices that are realized and published in reports become an important signal for investors that the company has a good financial situation and is able to invest in CSR without reducing its performance.
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1. Introduction


The issue of sharing information about companies’ activity points to different strategies that are implemented. Each of these strategies is joined with social media as a direct channel of companies’ activities. Corporate Social Responsibility (CSR) communication is using social media as one of the key channels to share information with stakeholders to report efforts and initiatives of the company [1]. CSR campaigns use social media to present their social responsibility [2]. CSR sustainability reports enhance the reputation of businesses and organizations [3]. An annual report about CSR activity provides a specific signal for investors. Thus, this issue is related to signaling theory. These signals are expected to be positively received and are reflected in a market price increase. Investors will receive more information due to CSR activities presentation. CSR could also be perceived to be a signal for investors about the quality of management [4].



According to Ratajczak, consumers pay more attention to the aspect of responsible practices in the agriculture sector [5] and concern the environmental impact of companies’ operation. Consumers are increasingly looking for information about producers, products, and the supply chain. This approach reveals that CSR policy affects the agri-food processes or the product [6]. A passive approach to ecological problems initiated the stimulation of consumer activity that could be crucial in the food industry [7]. Therefore, the food industry is an industry with a sizeable ecological potential that is mostly untapped. Thus, some industries are more sensitive than others to social practices and their environmental impact [8]. Food industry CSR issues are also related to food safety and biotechnology supported by powerful stakeholder groups [9,10]. The food industry noticed a growth of CSR initiatives [11], and as a result, we experience new forms of CSR communication through different social media platforms [12]. It results in higher awareness of potential consumers that could be interested in CSR food companies initiatives [13].



The research aimed to assess the relationship between CSR reports and the financial achievements of food industry companies. The research period covered the years 2009–2020 when the reports were published. The study concerns recommendations for stakeholders. The conducted study contributes to the current state of the art concerning the CSR relationship with companies’ financial performance among specific food sector international analyses. The contribution of the study concerns filling the gap of companies’ food industry characteristics that impact on the CSR strategy construct. The study is based on stakeholder theory that approaches bigger firms that are listed on the stock exchange. Two research questions were addressed in the study:



RQ1: Is there a difference among companies’ financial performance (Return on Assets (ROA), Return on Equity (ROE), dividend payout ratio, Price-to-earnings ratio (P/E), and market capitalization) according to declare in CSR reports activities?



RQ2: Which financial performance measures have a positive relation with CSR company’s activities?



This paper is organized as follows. The literature review reveals issues related to CSR engagement and financial performance. Next, the methods and sample characteristics are explained and followed by the research results. Subsequently, the discussion, conclusions, and limitations of the study, as well as future directions, are presented.




2. Literature Review


2.1. Company Social Responsibility Role in Business


The concept of Corporate Social Responsibility (CSR) is widely discussed in the literature and business practices. It covers many different aims to support companies’ activities. Shelton proposed the CSR concept in 1924; then, it was later developed in 1950 by Bowen by following significant value for society. From 1970, the CSR scope of research was expanded in many fields. CSR is a way of running a business taking into account specific spheres of the company’s influence such as the social and ecological spheres. CSR goes beyond the direct business interests of the company and legal regulations, pointing to the voluntary nature of the initiatives taken. The development of the CSR idea refers to Freeman’s theory, according to which the company’s activity is influenced by many stakeholders, such as shareholders, employees, residents forming the local community, authorities, suppliers, clients, or investors [14].



The main benefits are related to improving the image and relations with the environment by CSR practices that ensure the acceptance of stakeholders and weaken the negative consequences of possible future crises situations. Socially engaged enterprises attract investors who perceive these entities as more stable and reliable, guaranteeing investment security, which contributes to an increase in the prices of their shares. A strong financial position on stock leads to greater companies’ investment expenses in aspects of CSR [15]. On the other hand, CSR activities are sometimes perceived as superficial measures inconsistent with the company’s strategy. The second point of view underlines that CSR is no longer an arbitrary choice of a company. It becomes an essential requirement for the food industry [16]. However, CSR practices are often perceived as an obligation only of profitable companies [17], even though researchers noticed that CSR engagement is not based merely on financial performance [18]; however, it still creates the ground of capital access for it.




2.2. CSR Reporting as a Channel for Information Sharing


Financial statements and financial reports do not contain information about CSR activities; a dedicated CSR report can make stakeholders more aware [19]. Companies that properly communicate their socially responsible activities achieve higher prices on the financial market [20]. However, CSR activity can be differently assessed in different financial markets due to less developed information channels [21] and institutional surroundings [22]. From the practice perspective, the information sharing through CSR could be divided into four main areas: reporting, accounting, CSR versus financial results, and impact of CSR strategy on company value.



As a form of reporting by a company, a social responsibility strategy is mostly motivated by the practice adopted among the leading competitors [23]. Another factor that determines the CSR activities are related to the company size, stakeholders’ requirements, industry trends, or geographical area [23]. The impact of CSR reporting on financial performance is related to the implementation of the fundamental aim related to profits maximization or market-share increase. The results of the research in the literature do not recognize the reporting of social responsibility as a positive or negative determinant of company financial performance. It is mostly due to the higher cost that could lead temporarily to a competitive disadvantage [24,25]. Thus, the urgent issue for the food industry is the creation of a strategy that will allow companies to fulfill the CSR to society and keep the reducing cost trend due to better work efficiency [26].



The other side of research underlines the benefits that the company can compensate with higher productivity due to better quality of work [27,28]. The effects of CSR activities may bring noticeable results in the form of increased sales, improved functioning of the company, or enhanced image of the company and its products, as well as greater satisfaction for employees and their families. The creation of a CSR company image in the community is increasing employee morale [29]. Showing CSR in annual reports could result in high returns on assets, equity, and earnings per share [30]. CSR company activities signal the organizational attractiveness of a company for potential job-seekers [31].



Client satisfaction is one of the leading factors of CSR implementation and development. Another aspect of the issue is related to providing reliable information about products or services that are offered by the company. Thus, CSR activities appear to make a positive impact on customer satisfaction and company value [32]. However, this effect could be visible in the long-run perspective [33]. CSR practices of companies in the food sector could affect market visibility and positively impact financial results. CRS reporting is also helpful for stakeholders to evaluate the companies’ activities and could become a part of a business strategy. The CSR concept and regulation are more applied in developed economies [29].




2.3. CSR Reporting and Financial Performance


The interlinkages between finance and CSR from a microeconomic side are influenced by the impact of stakeholder and responsible investment that could create corporate behavior [34]. The financial performance of the company affects the social, ethical, and environmental behavior of the firm. Thus, financial performance is broadly constructed in CSR research. Financial performance is defined in CSR as recognized benefits according to increased revenue, profit, and growth rates [35]. The commonly used company financial performance (CFP) indicators are mostly grouped into three areas: accounting-based (ROA, ROE, Return on sale (ROS), net operating income, net income), market-based (stock returns, market value, change in stock return) and mixed: both accounting and market-based (Tobin’s Q and market value-added measure) [36].



Most of the research is based on companies’ membership in the CSR index [37]. Another approach is related to specific indexes such as the KLD index, which is based on eight areas of company performance that present the multidimensions of CSR activity recognition. More and more research is associated with the CSR evaluation framework based on a higher number of different CSR dimensions [38] to underline the broad range of CRS practices. Elsayed and Paton developed this direction of research and distinguished the multiple-indicators, multiple-causes (MIMIC) model [39]. Other analyses are based on CSR content analysis and questionnaire surveys. This method includes researchers self-selecting the CSR dimensions [36].



In the short term, CSR expenses may have a negative impact on financial results due to the delay in the benefits of the implemented activities over time. According to Karnani, CSR activities increase costs without maintaining the corresponding benefits [40]. However, the relation between CSR and financial performance could be mutually beneficial as well as complex. Thus, better financial determinants of CSR investment understanding is important [41].



A positive relationship between CSR and the company’s financial results is evident in many studies [41,42,43,44,45,46]. The relations of CFP and CSR were also assessed as positive by Rogers, Choy, and Guiral [47], as they include the company’s innovation effort. Oeyono, Samy, and Bampton found a positive relationship between CSR and profitability in the case of companies from emerging markets, which reveals that the reporting of social activities brings benefits [48]. The meta-analysis conducted by Wang, Dou, and Jia underlines that the effect size of the CSR–CFP relationship is positive and significant. This relation is stronger for companies from advanced economies than for firms from developing economies [49]. Wang, Choi, and Li noticed an inverted U-shaped relationship between CSR and CFP, which supports the idea of an optimal level of CSR company engagement [50].



The difference among conducted studies is related to companies’ investment in intangible assets [4,47,51]. Another side of the problem is the size of the company’s CSR commitment. Low social commitment has a positive effect on the financial consequences of companies in the short term [52]. Many studies results declare no direct link between corporate responsibility and financial performance [53].




2.4. Corporate Social Responsibility Disclosure


Corporate Social Responsibility Disclosure (CSRD) is the practice of presenting disclosures of company corporate social responsibility. These disclosures are related to annual reports, the main part of which is the financial statements of companies, or to separate CSR reports, such as social reports, sustainable development reports, corporate responsibility reports, sustainable and responsible business reports, or integrated reports. Corporate disclosure helps spread information among stakeholders and investors on the capital market, and it also supports the evaluation of other measures [54].



From the information asymmetry perspective, institutional investors may prefer companies that report their CSR activities broadly. CSR reduces the uncertainty of companies’ future cash flows and explores business opportunities [22]. However, stakeholder relationships and agency conflicts differ between industries [22]. Thus, the information asymmetry will not be a direct issue of the conducted study due to the analysis of one sector. The previous research reveals that the relationship between CSR and dividend policy is statistically significant [55] due to dividend playing a substantial role as a signal for investors [56]. Positive relations between CSR and financial performance are related to consumer interference, which suggests that the company is responsible for its product and services. In addition, the signaling theory supports positive relations by reducing information asymmetry. Social identity theory also impacts this relation. Thus, the consumer is more interested in identifying themself with socially responsible companies [57]. This identification encourages positive evaluations of a company product [58] and increases the consumer’s loyalty and satisfaction [6].





3. Materials, Methods, and Sample


3.1. Material


The study uses firm-level panel data. The sample consists of companies from the Thomson Reuters Food and Beverages index, which includes the biggest companies in the world. This index consists of companies according to weighted market capitalization. This selection contains companies that are more prone to realized CSR strategy; thus, they are operating globally. Bigger companies with high capital intensity emphasize greater product differentiation, operate in high growth markets, and are more prone to invest in CSR [35]. The research period covered the years 2009–2020. We use a two-step level of selecting the data to enhance the data quality. In the first step, we select companies from the Food and Beverage Index and in the second step, we erase all duplicate records and those without any financial measures. The minimal number of records for each company was two years and a maximum of 12 years. The investigated period was limited by a number of observations that enabled the establishment of a logit panel model. The study was conducted among 50 European countries of a sample of 448 companies and 4493 observations. The following countries were representing investigated companies: Argentina (1), Australia (18), Austria (1), Belgium (3), Brazil (9), Canada (11), Cayman Islands (1), Chile (5), China (15), Czech Republic (2), Denmark (5), Egypt (3), Faroe Islands (1), Finland (3), France (5), Germany (1), Hong Kong (13), India (26), Indonesia (17), Ireland (5), Israel (3), Italy (1), Japan (64), Jersey (1), Korea (29), Kuwait (1), Malaysia (22), Mexico (9), Morocco (2), Netherlands (3), New Zealand (7), Norway (8), Oman (1), Pakistan (2), Philippines (5), Qatar (2), Saudi Arabia (6), Singapore (7), South Africa (6), Spain (1), Sweden (8), Switzerland (8), Taiwan (13), Thailand (10), Turkey (3), Ukraine (1), United Arab Emirates (2), United Kingdom (12), United States of America (58), and Vietnam (8).



The conducted studies do not include the detailed structure of CSR reporting, but they assess the fact that this kind of report is being published. Two types of reports were considered: CSR Sustainability Reporting and CSR Sustainability Reporting Global Activities. In the case of the first type of report, only 28.1% of observations published it; for the second, it was 28.2%.



The sample was divided into two groups: non-CSR companies and CSR companies. We include the companies to the group according to CSR reports availability. A similar approach was adopted by Maggina et al. [59] and Dumitrescu and Simionescu [60]. The average age of the firm in the non-CSR group is 40, while in the CSR group, it is 47. Companies that operate longer are more determined to introduce CSR practices. It underlines the results of studies obtained by other researchers that older companies invest more in CSR [61,62]. Most (81.2%) of the companies were operating in the manufacturing sector.




3.2. Methods


In the study, the descriptive statistics show the characteristic of financial variables. The Mann–Whitney U-test application was made for the verification of CSR and a non-CSR group of companies. This test was used for investigating differences between the highlighted groups and relies on ranking the results of a dependent variable (one of five financial measures).



The financial performance of companies was assessed by five factors such as ROA, ROE, dividend payout ratio, P/E, and market capitalization. ROA (return on assets) was defined in a study as net income over total assets. ROA is positively correlated with the stock price; a higher ROA implies higher value creation for shareholders [57]. This measure was also used in the studies of Wang et al., Tang et al., and Iqbal et al. [50,63,64]. According to Galant and Cadez, this measure could be varied when different industries are compared [36]. This problem was eliminated in the study due to one industry analysis. ROA implies the profitability based on all assets that the company possesses, while ROE presents the improving of return for stakeholders; thus, it measures net income to total ordinary equity. ROA indicates how companies increase profits and ROE, which is using its capital [65]. This measure is often used in CSR and financial performance relationship recognition. The market value of the CSR companies was mostly investigated by the P/E ratio [44] and capitalization measure [35,59]. The dividend payout is one of the signals for investors about the company’s financial situation. According to Benlemlihhe, the dividend policy is more stable for firms with a high CSR score [66]. Investment in CSR and expected dividends are related mostly due to the profitability channel [67]. Thus, in a different situation, companies can invest more in CSR and reduce the dividend payment, and vice versa. The adopted strategy may depend on the expectations of stakeholders



The next step of analysis concerns the qualitative approach that was used for this study using a logistic regression panel model with a binary dependent variable. We used as the dependent variable the binary variable   C S  R  i t    , which equals 1 if the  i -th firm publishes a CSR report in the year  t , and which equals zero when companies did not have this kind of report.


  C S R =  {      1   i f   C S R > 0       0   i f   C S R = 0        



(1)







The effects of CSR are noticeable in the long term. In a short time, the impact of individual projects or selected areas can be assessed. Thus, in the study, we include a one-year lagged value for financial measures the effect of CSR publication. The basic regression form of a binary-choice panel model is in Equation (2):


   y  i t  *  = β  x  i t   +  c i  +  ε  i t   ,  



(2)




where superscript  i  represents the  i -th company,



 t —denotes time (  t = 2009 , … ,   2020  ),   



 β —is the vector of     K   structural parameters    (  K x 1  )   ,



   ε  i t    —is the vector of disturbance term,



   c i   —is the individual effects,



   x  i t    —is the vector of explanatory variables, including the following series:


   x  i t   =   [  R O  A  i t   , R O  E  i t     , D I V p a y o u  t  i t   , P /  E  i t     ,   M a r t C a  p  i t   ,  ]  ′   













4. Results


Table 1 demonstrates the descriptive statistics of financial performance measures in two groups of companies. Companies that report CSR practices notice a higher level of ROA and ROE. The higher difference in the average ROE (6.78 pp) may result from the fact that the CSR group includes larger, older, and more recognizable enterprises. Empirical findings show that companies that do not invest in CSR activities do not publish CSR reports, even though they have a higher P/E ratio. However, the variation of this measure in this group was very high. It could be related to companies that are already highly assessed by investors (high prices) and do not see a competitive advantage in CSR investment for further growth. It was also stated in Hartmann’s research that CSR allows firms to differentiate and enhance food companies’ competitiveness [68]. Kong also underlines the positive reaction of the investors on the financial market to the level of CSR in the food industry. According to his research results across food companies, CSR activities are an essential factor impacting investor investment decisions and thus affect the price and bring long-term benefits [69]. However, these companies are not the biggest one on the market. Companies from the CSR group noticed higher market capitalization, which is mostly explained by the fact this group includes enterprises operating globally.



The Mann–Whitney U-test results (Table 2) confirmed the significant differences between CSR and non-CSR companies with respect to ROA, ROE, P/E, and market capitalization. The more robust predictor of group difference was noticed for ROA, P/E, and market capitalization. The dividend payout ratio does not differentiate a group of CSR and non-CSR companies significantly. The dividend payment is more often met in companies with a high CSR score [66], which shows different strategies among CSR groups of companies. Thus, this measure is not a key factor for assessing the financial performance in the food industry. It is related to the disappearing dividend trend on capital markets [56].



At the   5  %      significance level, we can confirm the significant positive influence of ROE and ROA as well as market capitalization on the explained variable (Table 3). Market capitalization and profitability measures reflect the size and position of the company in the industry. Current levels of dividend payout ratio and P/E do not have a significant influence on CSR involvement. Thus, the negative investor’s markets responses that are visible in P/E are related more strongly with the food industry’s current situation than CSR reporting. Moreover, in the case of the logit regression, we can also confirm a positive effect of profitability ROA and ROE on CSR engagement. The profit motivation of investors suggests that strength and more financially stable companies participate in CSR activities [69]. A negative relation was noticed in the case of P/E. This was due to the higher valuation of shares of companies from the non-CSR group; thus, in these companies, the motivation for CSR investment could be weaker.




5. Discussion


The findings confirm the significant differences among CRS and non-CSR companies with respect to profitability (ROA and ROE), market capitalization, and price of shares. However, these assessments are based on the verification data of companies from 50 countries, and research results reveal two main contributors to CSR strategy. The first is firm characteristics such as profitability. In food companies, the leverage does not impact CSR engagement so strongly due to diverse access to debt capital. The firm-specific features in CSR contribution were mostly indicated by market capitalization, which relates to firm size. Large companies have more financial resources because of the economies of scale effect [70]. The main difference in engaging the companies in CSR activities was company size. The majority of companies that promote CSR activities were from a group of larger units [11]. A similar examination for one country could not conclude a similar conclusion for CSR engagement financial characteristics worldwide. For example, the study of the Bucharest Stock Exchange examination noticed no significant difference in financial performance between CSR companies and non-CSR companies [60]. Similar results were performed for food and beverage companies from Greece. Thus, in this study, even large companies due to the economic crises do not spend money on CSR actions. In addition, according to the study of Kurilets, CSR announcements of American food companies do not have the impact of their stock return [71]. It was explained by the level of CSR activities attractiveness that could be evaluated by different stakeholder groups differently [72]. The lack of uniformity of research in assessing the financial situation and implementation of the CSR strategy was also confirmed by Becchetti et al. [73]. Roberts noticed a positive relation of profitability to CSR disclosure, based on the stakeholder theory of strategic management ground [74]. However, another perspective shows that less profitable companies tend to publish more information about CSR activities to gain investors’ attention [75]. Berthelot et al. also confirmed this conclusion [76] and suggested that the publication of sustainability reports will benefit a company from a longer perspective.



The results suggest that CSR is affected by the efficiency of the company’s financial performance (higher ROA and ROE belong to the more socially responsible firm) [65,77]. However, past studies explained that the food industry ignored the CSR due to the lack of short-term profit changes [16]. The long-term sustainable creation of shared value involves serving, supporting, and helping society directly as a good practice [78]. Food companies that implement the CSR strategy noticed lower risk measures that could be related to a larger group of stakeholders. Companies in the food industry that generate CSR strategies and CSR history are better prepared for crisis management [79].



The results do not underline the direction of impact financial performance of CSR implementation directly and conversely. The positive relation between CSR report publication and ROE was also noticed in other studies [80,81] as one of the factor that determines higher net income in the future. According to Conway, a positive and significant effect from CSR on ROE exists [59,64,81,82]. It underlines the issue that more profitable firms feel the obligation to invest in CSR [17]. The results of the study also confirmed that spending on CSR does not reduce the financial performance of food companies. Trihermanto and Nainggolan also noticed similar results [62]. In other studies, the impact of ROE on market value is essential and statistically significant in every sector [83], so it is not an industry characteristic directly.



The CSR activities could enhance income and put companies in a better position to pay (higher) dividends [67]. However, this situation did not occur in the research sample, which could be related to a small number of companies that regularly paid a dividend [84].




6. Conclusions


In a given company, the higher the values of profitability and market capitalization, the more prone the company is to invest in its CSR engagement. However, smaller and younger companies could not have this possibility due to lower profitability and a smaller scale of performance. The CSR strategy approach shows a long-term strategy that is being implemented by companies with a more grounded position in the market. Thus, the level of CSR involvement (or the only situation in which this strategy is realized) does not reduce company income.



Based on the research results, several gaps in the literature have been identified that need to be addressed. Every company has a different range of CSR practices and its commitment to it is also quite diverse. The limitations of the study concern the unbalanced panel data. The study is also limited by not having included the effect of the companies’ investment in intangible assets.



Further research should be related to the level of economic development of the country and the financial market itself in terms of the importance of information asymmetry. This issue could concern the most effective channels for information sharing to achieve the most beneficial CSR practices that have an influence on company value.
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Table 1. Descriptive statistics.






Table 1. Descriptive statistics.





	
Variables

	
CSR.

	
Non-CSR




	
Mean

	
Std. Dev.

	
Mean

	
Std. Dev.






	
ROA (%)

	
6.89

	
6.92

	
6.45

	
9.78




	
ROE (%)

	
18.03

	
49.32

	
11.25

	
50.66




	
Dividend Payout Ratio (%)

	
52.81

	
125.45

	
82.88

	
1207.84




	
P/E

	
28.13

	
64.08

	
31.88

	
211.91




	
Mkt Cap (mln EUR)

	
7065.3

	
23,842.4

	
517.1

	
2713.5
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Table 2. Mann–Whitney U-test results between Corporate Social Responsibility (CSR) and non-CSR companies.






Table 2. Mann–Whitney U-test results between Corporate Social Responsibility (CSR) and non-CSR companies.





	Detailed
	U
	z-Value
	p-Value
	N1
	N2





	ROA
	1,294,791
	−5.6142
	0.000000
	2751
	1066



	ROE
	1,403,554
	−2.0536
	0.040015
	2751
	1066



	Dividend Payout Ratio
	935,954
	−0.0479
	0.961832
	1950
	961



	P/E
	979,277
	−9.2590
	0.000000
	2385
	1026



	Mkt Cap
	687,852
	−23.4090
	0.000000
	2546
	1066







Source: Own elaboration based on Eikon Databased.
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Table 3. Estimation results for the logit Fixed Effect (FE) model.






Table 3. Estimation results for the logit Fixed Effect (FE) model.





	
Detailed

	
Conditional Fixed-Effects Logistic Regression




	
Coefficient

	
p-Value






	
ROA-1

	
0.0095

	
0.0000




	
ROE-1

	
0.0041

	
0.0000




	
Dividend Payout ratio-1

	
−0.0001

	
0.2652




	
P/E-1

	
−0.0056

	
0.8641




	
MartCap-1

	
0.0001

	
0.0000




	
Number of observations

	
2432




	
Number of groups

	
370




	
Number of observations per group

	
min 2

max 12
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