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Abstract

This conceptual work explores the mechanism through which corporate social responsibility (CSR)

affects firm performance, highlighting the role of capital structure and cultural influences. Unlike

Hofstede’s framework of culture, this study applies a framework based on Chinese regional culture,

which might be more suitable for companies in China. It also explores the role played by capital

structure in the process. Taken together, this conceptual framework deepens the understanding of the

link between CSR and firm performance and guides managerial decisions and CSR engagement.
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1. Introduction

China has come a long way in pushing forward CSR. Chinese companies’ awareness of CSR has risen

and become a crucial component of daily operations with the advance of globalization. Furthermore,

the Chinese government incorporated CSR into company law in 2006, which facilitates the

development of CSR. Meanwhile, the Shenzhen stock exchange publishes “Shenzhen Stock Exchange

Social Responsibility Guidelines for Listed Companies” to encourage publicly listed firms to assume

social responsibility and disclose their CSR activities in the annual report. Similarly, the Shanghai stock

exchange released “Shanghai Environmental Disclosure Guidelines” in 2008. With reference to

state-owned enterprises under the central government (CSOEs), the State-Owned Assets Supervision

and Administration Commission of the State Council (SASAC) released a document in 2012.
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According to the document, it is compulsory for CSOEs to disclose a CSR report. In 2022, in order to

better organize and guide CSOEs to actively implement CSR activities, SASAC established the Bureau

of Social Responsibility to promote the advancement of CSR. The change of the environment and the

requirement of the government exert pressure on Chinese companies to shoulder social responsibility.

Therefore, Chinese companies should pay heed to CSR issues in an effort to smooth the relationship

with stakeholders.

Within the context of China, the role of CSR has been widely discussed from various perspectives in

academia recently. Studies conducted by Wang, Liu, Chan, and Zhang (2023), Chen (2023), Zhu, Gu,

and Halepoto (2022) and Zhang, Long, Tan, and Wei (2022) suggest that CSR activities have a positive

impact on enhancing the capability of the firm to compete in the market and promoting sustainable

corporate development. Zhu et al. (2022) and Wang et al. (2022) show that the fulfilment of CSR

enables Chinese firms to boost corporate innovation, reduce transaction costs, increase investment

efficiency and ease financial restraint. As a result, Zhang et al. (2022) and Yu and Xiao (2022) attest

that CSR can improve firm value.

2. Literature Review

CSR can be one of the most challenging issues faced by corporate managers. The researchers hold

different views on CSR. On the one hand, Friedman (1970) proposes that profit maximization is the

main responsibility of businesses. CSR spending is considered an additional cost which would

undermine firm performance, thus hurting the benefits of shareholders. This view is supported by

Barnea and Rubin (2010) and Brown, Helland, and Smith (2006); their research indicates that CSR is

utilised as a tool to benefit managers themselves. On the other hand, Carroll (1979) concludes that CSR

comprises economic, legal, ethical and discretionary responsibilities. Similarly, CSR is defined as the

responsibilities that corporations should shoulder for society beyond making a profit (Petitjean 2019).

In the present time, environmental, social and governance (ESG) are three domains to measure CSR.

Based on the dimensions proposed by Carroll (1979), Wartick and Cochran (1985) and Wood and Jones

(1995) propose a model to measure corporate social performance.

After that, researchers explore how CSR and firm performance relate to each other. Freeman (1994)

shows that the business activities influence various stakeholders, including consumers, regulators, the

community and so on. CSR spending could benefit these stakeholders, thus improving the relationship

with them. As a result, the company’s expenditure and risk would decline (Zadeh, Naaman, & Sahyoun

2022; Goncalves, Dias, & Barros 2022; Dhoraisingam Samuel, Mahenthiran, & Ramasamy, 2022;

Al-Issa et al., 2022; Marano & Kostova, 2016), which could enhance the firm’s performance. Hence, an

increasing number of companies take part in CSR initiatives. Similarly, stakeholders are more aware of

the importance of CSR activities. In terms of the internal stakeholders, the percentage of shareholders

who take social and environmental issues into consideration in the proposals in Ernst & Young

accounts for over 50% for the first time in 2014 (Ernst & Young 2014). As for external stakeholders,
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investors prefer companies with CSR activities (Cheng, Green, & Ko 2015); (Chen & Yang, 2022);

(Johnson, Theis, Vitalis, & Young 2022). In addition, according to the report published by Forum for

Sustainable and Responsible Investment (USSIF), the investors’ demand for integrating CSR into

investment strategy increased by 42% from 2018 to 2020 in the U.S. (USSIF 2020).

Heinkel, Kraus, and Zechner (2001) posit the equilibrium model, dividing investors into two groups:

neutral investors and green investors. In contradiction with neutral investors, green investors refuse to

invest in unfriendly environmental businesses, thereby increasing their cost of capital and leading to a

lower share price. In other words, CSR practice could help firms reduce the cost of capital. This is

supported by Yeh, Lin, Wang, and Wu (2020) and El Ghoul, Guedhami, Kwok, and Mishra (2011), who

reveals that better CSR performance can lower the cost of debt and equity. This is because CSR and

risk have an adverse relationship (Harjoto & Laksmana, 2018). Investors and creditors would require

less premium for less risky firms, thus leading to a lower cost of capital. In addition to satisfying

investors’ interests, CSR can enhance stakeholder engagement and increase transparency by reducing

agency costs and informational asymmetry, which enables firms to have better access to finance (Cheng,

Ioannou, & Serafeim, 2014).

From the perspective of management, CSR could be perceived as a management decision of an

organization, it is determined by managers’ attitude, preference and behavior shaped by their culture.

Hence, cultural background plays a role in CSR decision (Cai, Pan, & Statman, 2016); (Liang &

Renneboog, 2017). Basically, the extant literature studies the impact of culture on CSR from the

perspective of national culture and organizational culture. According to Hofstede’s cultural dimensions

theory (Hofstede, 1980; Hofstede & Hofstede, 2001; Hofstede, Hofstede, & Minkov 2005), power

distance, individualism, masculinity, uncertainty avoidance, long-term orientation and indulgence are

the six dimensions utilized to measure national culture. Based on Hofstede’s framework,

Gallego-Alvarez and Ortas (2017) investigate the role of culture performance in determining CSR

practice. According to the research, the organizations with low power distance and low individualism

are more willing to engage in CSR practice. Similarly, Lu and Wang (2021) demonstrate that feminine

cultures improve the CSR performance of firms. Some studies focus on the direct impact of national

culture on CSR, while other studies explore the moderate effect of national culture exerting on CSR

and firm performance. For example, Tsai, Huang, and Chen (2020) find that the association is weak in

companies located in countries with low power distance. With regard to organizational culture, it is one

of the several factors that could determine CSR practice and its outcomes (Lee & Kim, 2017);

(Espasandin-Bustelo, Ganaza-Vargas, & Diaz-Carrion, 2021). Previous studies explore the role of

organizational culture in CSR in two ways. Some research concentrates on the direct relationship of

organizational culture and CSR, suggesting that organizational culture predicts CSR actions (Kucharska

& Kowalczyk, 2019; Chang, 2015). Others explore the moderating and mediating role of organizational

culture in CSR (Lee & Kim, 2017; Yu & Choi, 2016; Pasricha, Singh, & Verma 2018). An example of

the moderating and mediating effect of organizational culture can be observed in the studies by Lee and
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Kim (2017) and Pasricha et al. (2018). Lee and Kim (2017) consider organizational culture as a

moderator of CSR and firm performance, finding that a specific type of organizational culture could

enhance a positive link between CSR and firm performance. Pasricha et al. (2018) find that organic

organizational cultures mediate the ethical leadership and CSR relationship.

According to stakeholder theory, CSR activities could benefit all members of society. For instance,

CSR could facilitate industrial water conservation, which would reduce floods and droughts attributed

to climate change (Chen & Huang 2022). Additionally, CSR activities provide a cushion for firms in

the midst of a crisis as well (Lins, Servaes, & Tamayo, 2017; Bae, El Ghoul, Guedhami, Kwok, &

Zheng, 2019). This conclusion is further supported by Albuquerque, Koskinen, Yang, and Zhang (2020)

and Gillan, Koch, and Starks (2021). Albuquerque et al. (2020) find that the engagement in CSR could

help firms to suffer less risk, generate more stable returns, and resist the further decrease in firm value.

The aforementioned findings emphasize the role of CSR in protecting shareholders, especially in the

time of crisis.

3. Conceptual Discussion

The significance of CSR has been recognized by a growing number of companies in China. The

companies do not think that CSR would harm stakeholders’ benefits and firm value. Instead, they hold

the view that the benefits of engagement in CSR outweigh its cost. The existing literature has proved

that companies with strong CSR performance gain an upper hand in the competitive market through

influencing internal and external factors. For instance, CSR activities could enhance customer loyalty

(He & Harris, 2020) and innovation capability (Shi et al., 2022). As a result, the implementation of

CSR serves as a crucial tool for a firm to face a complex and fickle environment. However, the

empirical research shows mixed results of the relationship, which highlights the significance of how

CSR impacts firm performance.

The role of culture should not be ignored when attempting to understand the behavior of organizations.

Prior research demonstrates the importance of regional culture on firm decision making (Dana & Light

2011; Dicken & Malmberg, 2001; Wei, Kang, & Wan, 2019; Gu, Zhang, Zhou, & Zhong, 2019).

Specifically, Gu et al. (2019) point out that firms with chairmen from the region with a stronger

humane and collectivist culture are more willing to donate. This is also supported by Kucharska and

Kowalczyk (2019), who point out that the socio-cultural context of geography is necessary to embed in

the framework of understanding CSR practice. Therefore, regional culture plays a vital role in the

degree of entrepreneurship in a region.

4. Conclusion

This conceptual work enriches the existing literature by exploring the mechanism of turning CSR into

firm performance by considering regional culture and capital structure, especially in the context of

China. Unlike Hofstede’s framework of culture, this study applies a framework based on Chinese
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regional culture, which might be more suitable for companies and individuals in China. It also

examines whether and how capital structure plays a role as a channel in the relationship between CSR

and financial performance. Taken together, this conceptual framework deepens the understanding of the

link between corporate social responsibility and firm performance.

Reference

Albuquerque, R., Koskinen, Y., Yang, S., & Zhang, C. (2020). Resiliency of Environmental and Social

Stocks: An Analysis of the Exogenous COVID-19 Market Crash. The Review of Corporate

Finance Studies, 9(3), 593-621. https://doi.org/10.1093/rcfs/cfaa011

Al-Issa, N., Khaki, A. R., Jreisat, A., Al-Mohamad, S., Fahl, D., & Limani, E. (2022). Impact of

environmental, social, governance, and corporate social responsibility factors on firm’s marketing

expenses and firm value: A panel study of US companies. Cogent Business & Management, 9(1).

https://doi.org/10.1080/23311975.2022.2135214

Bae, K.-H., El Ghoul, S., Guedhami, O., Kwok, C. C. Y., & Zheng, Y. (2019). Does corporate social

responsibility reduce the costs of high leverage? Evidence from capital structure and product

market interactions. Journal of Banking & Finance, 100, 135-150.

https://doi.org/10.1016/j.jbankfin.2018.11.007

Barnea, A., & Rubin, A. (2010). Corporate Social Responsibility as a Conflict Between Shareholders.

Journal of Business Ethics, 97(1), 71-86. https://doi.org/10.1007/s10551-010-0496-z

Brown, W. O., Helland, E., & Smith, J. K. (2006). Corporate philanthropic practices. Journal of

Corporate Finance, 12(5), 855-877. https://doi.org/10.1016/j.jcorpfin.2006.02.001

Cai, Y., Pan, C. H., & Statman, M. (2016). Why do countries matter so much in corporate social

performance? Journal of Corporate Finance, 41, 591-609.

https://doi.org/10.1016/j.jcorpfin.2016.09.004

Carroll, A. B. (1979). A Three-Dimensional Conceptual Model of Corporate Performance. The

Academy of Management Review, 4(4), 479-505.

Chang, C.-H. (2015). Proactive and reactive corporate social responsibility: Antecedent and

consequence. Management Decision, 53(2), 451-468. https://doi.org/10.1108/md-02-2014-0060

Chen, P. (2023). Corporate social responsibility, financing constraints, and corporate carbon intensity:

new evidence from listed Chinese companies. Environmental science and pollution research

international. https://doi.org/10.1007/s11356-023-25176-5

Chen, Y., & Yang, N. D. (2022). The effect of corporate donation motive attribution on investors’

judgments of future earnings prospects: The moderating role of individual moral orientation.

Business Ethics the Environment & Responsibility. https://doi.org/10.1111/beer.12474

Chen, Y.-L., & Huang, M.-C. (2022). Water usage reduction and CSR committees: evidence. Corporate

Social Responsibility and Environmental Management. https://doi.org/10.1002/csr.2404

Cheng, B., Ioannou, I., & Serafeim, G. (2014). CORPORATE SOCIAL RESPONSIBILITY AND



www.scholink.org/ojs/index.php/ibes International Business & Economics Studies Vol. 8, No. 1, 2026

Published by SCHOLINK INC.
303

ACCESS TO FINANCE. Strategic Management Journal, 35(1), 1-23.

https://doi.org/10.1002/smj.2131

Cheng, M. M., Green, W. J., & Ko, J. C. W. (2015). The Impact of Strategic Relevance and Assurance

of Sustainability Indicators on Investors’ Decisions. Auditing-a Journal of Practice & Theory,

34(1), 131-162. https://doi.org/10.2308/ajpt-50738

Dana, L.-P., & Light, I. (2011). Two forms of community entrepreneurship in Finland: Are there

differences between Finnish and Sami reindeer husbandry entrepreneurs? Entrepreneurship and

Regional Development, 23(5-6), 331-352. https://doi.org/10.1080/08985626.2011.580163

Dhoraisingam Samuel, S., Mahenthiran, S., & Ramasamy, R. (2022). CSR Disclosures, CSR Awards

and Corporate Governance as Determinants of the Cost of Debt: Evidence from Malaysia.

International Journal of Financial Studies, 10(4). https://doi.org/10.3390/ijfs10040087

Dicken, P., & Malmberg, A. (2001). Firms in territories: A relational perspective. Economic Geography,

77(4), 345-363. https://doi.org/10.2307/3594105

El Ghoul, S., Guedhami, O., Kwok, C. C. Y., & Mishra, D. R. (2011). Does corporate social

responsibility affect the cost of capital? Journal of Banking & Finance, 35(9), 2388-2406.

https://doi.org/10.1016/j.jbankfin.2011.02.007

Ernst, & Young. (2014). Let's talk: Sustainability. A new point of view for business leaders. Retrieved

from

http://www.ey.com/Publication/vwLUAssets/EY_Lets_talk_sustainability_2014-04/$FILE/EY%2

0Let's%20talk%20sustainability,%202014-04.pdf

Espasandin-Bustelo, F., Ganaza-Vargas, J., & Diaz-Carrion, R. (2021). Employee happiness and

corporate social responsibility: the role of organizational culture. Employee Relations, 43(3),

609-629. https://doi.org/10.1108/er-07-2020-0343

Freeman, R. (1994). The Politics of Stakeholder Theory: Some Future Directions 1. Business Ethics

Quarterly, 4(4), 409-421.

Friedman, M. (1970). The social responsibility of business is to increase profits. New York Times,

32-33.

Gallego-Alvarez, I., & Ortas, E. (2017). Corporate environmental sustainability reporting in the context

of national cultures: A quantile regression approach. International Business Review, 26(2),

337-353. https://doi.org/10.1016/j.ibusrev.2016.09.003

Gillan, S. L., Koch, A., & Starks, L. T. (2021). Firms and social responsibility: A review of ESG and

CSR research in corporate finance. Journal of Corporate Finance, 66.

https://doi.org/10.1016/j.jcorpfin.2021.101889

Goncalves, T. C., Dias, J., & Barros, V. (2022). Sustainability Performance and the Cost of Capital.

International Journal of Financial Studies, 10(3). https://doi.org/10.3390/ijfs10030063

Gu, Y., Zhang, H., Zhou, W., & Zhong, W. (2019). Regional culture, top executive values, and

corporate donation behaviors. Technological forecasting and social change, 140, 1-13.



www.scholink.org/ojs/index.php/ibes International Business & Economics Studies Vol. 8, No. 1, 2026

Published by SCHOLINK INC.
304

https://doi.org/10.1016/j.techfore.2018.11.024

Harjoto, M., & Laksmana, I. (2018). The Impact of Corporate Social Responsibility on Risk Taking and

Firm Value. Journal of Business Ethics, 151(2), 353-373.

https://doi.org/10.1007/s10551-016-3202-y

He, H., & Harris, L. (2020). The impact of Covid-19 pandemic on corporate social responsibility and

marketing philosophy. Journal of Business Research, 116, 176-182.

https://doi.org/10.1016/j.jbusres.2020.05.030

Heinkel, R., Kraus, A., & Zechner, J. (2001). The effect of green investment on corporate behavior.

Journal of Financial and Quantitative Analysis, 36(4), 431-449. https://doi.org/10.2307/2676219

Hofstede, G. (1980). Culture’s consequences: International differences in work-related values. Beverly

Hills, Cal., and London: Sage.

Hofstede, G. H., & Hofstede, G. (2001). Culture's consequences: Comparing values, behaviors,

institutions and organizations across nations: sage.

Hofstede, G., Hofstede, G. J., & Minkov, M. (2005). Cultures and organizations: Software of the mind

(Vol. 2): Mcgraw-hill New York.

Johnson, J. A., Theis, J. C., Vitalis, A., & Young, D. (2022). Your emissions or mine? Examining how

emissions management strategies, ESG performance, and targets impact investor perceptions.

Journal of Sustainable Finance & Investment. https://doi.org/10.1080/20430795.2022.2140571

Kucharska, W., & Kowalczyk, R. (2019). How to achieve sustainability?-Employee's point of view on

company's culture and CSR practice. Corporate Social Responsibility and Environmental

Management, 26(2), 453-467. https://doi.org/10.1002/csr.1696

Lee, M., & Kim, H. (2017). Exploring the Organizational Culture's Moderating Role of Effects of

Corporate Social Responsibility (CSR) on Firm Performance: Focused on Corporate Contributions

in Korea. Sustainability, 9(10). https://doi.org/10.3390/su9101883

Liang, H., & Renneboog, L. (2017). On the Foundations of Corporate Social Responsibility. Journal of

Finance, 72(2), 853-910. https://doi.org/10.1111/jofi.12487

Lins, K. V., Servaes, H., & Tamayo, A. (2017). Social Capital, Trust, and Firm Performance: The Value

of Corporate Social Responsibility during the Financial Crisis. Journal of Finance, 72(4),

1785-1823. https://doi.org/10.1111/jofi.12505

Lu, J., & Wang, J. (2021). Corporate governance, law, culture, environmental performance and CSR

disclosure: A global perspective. Journal of International Financial Markets, Institutions and

Money, 70, 101264. https://doi.org/https://doi.org/10.1016/j.intfin.2020.101264

Marano, V., & Kostova, T. (2016). Unpacking the Institutional Complexity in Adoption of CSR

Practices in Multinational Enterprises. Journal of Management Studies, 53(1), 28-54.

https://doi.org/10.1111/joms.12124

Meng, X., Chen, L., & Gou, D. (2022). The impact of corporate environmental disclosure quality on

financing constraints: the moderating role of internal control. Environmental Science and



www.scholink.org/ojs/index.php/ibes International Business & Economics Studies Vol. 8, No. 1, 2026

Published by SCHOLINK INC.
305

Pollution Research. https://doi.org/10.1007/s11356-022-24510-7

Pasricha, P., Singh, B., & Verma, P. (2018). Ethical Leadership, Organic Organizational Cultures and

Corporate Social Responsibility: An Empirical Study in Social Enterprises. Journal of Business

Ethics, 151(4), 941-958. https://doi.org/10.1007/s10551-017-3568-5

Petitjean, M. (2019). Eco-friendly policies and financial performance: Was the financial crisis a game

changer for large US companies? Energy Economics, 80, 502-511.

https://doi.org/10.1016/j.eneco.2019.01.028

Rong, R., Qiqi, W., Zhiyang, L., & Shaobo, L. (2022). Does the government procurement market favor

corporate social responsibility in a weak institution? Evidence from China. Elementa-Science of

the Anthropocene, 10(1). https://doi.org/10.1525/elementa.2022.00016

Shi, H., Yan, G., Cai, Q., & Tian, M. (2022). Corporate social responsibility, strategic style and

enterprise innovation: Evidence from China. Economic Research-Ekonomska Istrazivanja.

https://doi.org/10.1080/1331677x.2022.2142808

Tsai, K.-H., Huang, C.-T., & Chen, Z.-H. (2020). Understanding variation in the relationship between

environmental management practices and firm performance across studies: A meta-analytic review.

Business Strategy and the Environment, 29(2), 547-565. https://doi.org/10.1002/bse.2386

USSIF. (2020). Report on US sustainable and impact investing trends 2020. Retrieved from

https://www.ussif.org/files/US%20SIF%20Trends%20Report%202020%20Executive%20Summar

y.pdf

Wang, W., Yu, Y., & Li, X. (2022). ESG performance, auditing quality, and investment efficiency:

Empirical evidence from China. Frontiers in psychology, 13.

https://doi.org/10.3389/fpsyg.2022.948674

Wang, Y., Liu, B., Chan, H. K., & Zhang, T. (2023). Who pays buyers for not disclosing supplier lists?

Unlocking the relationship between supply chain transparency and trade credit. Journal of

Business Research, 155. https://doi.org/10.1016/j.jbusres.2022.113404

Wartick, S. L., & Cochran, P. L. (1985). The Evolution of the Corporate Social Performance Model.

The Academy of Management Review, 10(4), 758-769. https://doi.org/10.2307/258044

Wei, Y., Kang, D., & Wan, Y. (2019). Geography, culture, and corporate innovation. Pacific-Basin

Finance Journal, 56, 310-329. https://doi.org/10.1016/j.pacfin.2019.06.010

Wood, D. J., & Jones, R. (1995). Stakeholder Mismatching: A Theoretical Problem in Empirical

Research on Corporate Social Performance. International Journal of Organizational Analysis, 3,

315-363.

Wu, L., & Jin, S. (2022). Corporate Social Responsibility and Sustainability: From a Corporate

Governance Perspective. Sustainability, 14(22). https://doi.org/10.3390/su142215457

Xiliang, Q., Kuo, Y.-K., Abourehab, M. A. S., Mabrouk, F., Ramirez-Asis, E., Abdul-Samad, Z., &

Makes, N. (2022). The impact of ICT, green finance, and CSR on sustainable financial

performance: Moderating role of perceived organizational support. Economic



www.scholink.org/ojs/index.php/ibes International Business & Economics Studies Vol. 8, No. 1, 2026

Published by SCHOLINK INC.
306

Research-Ekonomska Istrazivanja. https://doi.org/10.1080/1331677x.2022.2151489

Yeh, C.-C., Lin, F., Wang, T.-S., & Wu, C.-M. (2020). Does corporate social responsibility affect cost

of capital in China? Asia Pacific Management Review, 25(1), 1-12.

https://doi.org/10.1016/j.apmrv.2019.04.001

Yu, X. L., & Xiao, K. T. (2022). Does ESG Performance Affect Firm Value? Evidence from a New

ESG-Scoring Approach for Chinese Enterprises. Sustainability, 14(24).

https://doi.org/10.3390/su142416940

Yu, Y., & Choi, Y. (2016). Stakeholder pressure and CSR adoption: The mediating role of

organizational culture for Chinese companies. Social Science Journal, 53(2), 226-235.

https://doi.org/10.1016/j.soscij.2014.07.006

Zadeh, M. H., Naaman, K., & Sahyoun, N. (2022). Corporate social responsibility transparency and

trade credit financing. International Journal of Accounting and Information Management.

https://doi.org/10.1108/ijaim-05-2022-0099

Zhang, M., Long, R., Tan, Q., & Wei, K. (2022). Do CSR awards enhance firms’ market value?

Evidence from China. Chinese Management Studies. https://doi.org/10.1108/cms-07-2022-0234

Zhu, H., Gu, H., & Halepoto, H. (2022). Can Fulfillment of Social Responsibility Enable Enterprises to

Innovate? The Role of Corporate Financialization and Agency Costs. Sustainability, 14(21).

https://doi.org/10.3390/su142113799


