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Abstract

:

Corporate social responsibility (CSR) is one of the main drivers of corporate reputation. Many studies show that CSR can positively affect financial performance (FP) and vice versa. However, the relationship between FP and CSR depends on the type of industry in which the company operates, and there is little research regarding the energy sector in this area. The basis of empirical research in this study is slack resource theory which argues that financial performance is the cause of corporate social performance. This paper aims to analyze if financial performance affects corporate social responsibility adoption in energy sector companies. In order to achieve this goal, the study specifically examines the relationship between selected financial performance indicators and CSR adoption. Analyzing an international sample of 219 companies from thirty-two countries for 2020, we observed the statistically significant relations between financial performance and the implementing of the CSR strategy of the energy industry companies. The Return on Assets measure (ROA) and the Earnings Before Interest and Taxes measure (EBIT) were significantly higher among companies implementing the CSR strategy. The Enterprise Value to earnings before interest, taxes, depreciation, and amortization ratio (EV EBITDA) was lower among companies that adopted CSR. We did not confirm that the Return on Equity measure (ROE), Beta coefficient, and EBITDA per Share correlated with CSR adoption. Our research had implications for firms’ investment policies in social initiatives and highlighted the relation between the financial performance and CSR initiatives of the energy sector companies.
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1. Introduction


Corporate Social Responsibility (CSR) is a concept that is often defined in scientific literature. Most definitions of corporate social responsibility describe CSR as a concept whereby companies voluntarily incorporate social and environmental issues into their economic activities and have interactions with stakeholders [1]. At an early stage, it was thought that CSR could only be satisfied by fulfilling responsibilities to individuals and not to society as a whole [2]. However, later, other researchers started to define CSR as a more integral concept relating to the full range of business obligations to society, including legal, economic, ethical, and other optional categories of business activity [3]. For example, CSR is defined as activities that seem to serve a particular social good, going beyond the company’s interests and what is required by law [4]. They can include supporting local businesses or charities, developing recycling programs, promoting minority employment [5], adopting advanced human resource management programs, and producing products which integrate social attributes [6]. Therefore, the basic concepts of corporate social responsibility are to reflect the company’s total commitment to its internal stakeholders, such as employees, shareholders and external stakeholders, including suppliers, customers and the community. Thus, CSR combines economic, public, and social responsibilities. The content and goals of CSR may differ depending on the country of origin of the company. The implementation of CSR may depend on the macroeconomic conditions in the country [7] and the existing differences in regional economic development [8], special economic zones [9], differences in productivity, regional innovation performance, the effectiveness of labor market policy [10], and productivity convergence in the regions from which the researched companies come from [11,12].



The result of CSR is corporate social performance (CSP), defined in the literature as a configuration of CSR principles, social-response processes, programs, policies, and observable results related to the company’s social relations [13]. Undoubtedly, activities in the field of CSR bring about social benefits. Still, in the literature, there is a discussion of whether they improve the financial performance of the companies and if the CSR depends on the financial performance, and empirical research in this area has not yet reached a consensus.



A review of empirical studies on the relationship between CSR and financial performance shows that most studies treat social performance as an independent variable used to predict financial performance [14]. Approximately 50% of the studies found a positive relationship between CSR and FP [15]. The fact that CSR gives a competitive advantage translates into better financial performance is justified by the theory of instrumental stakeholders and the hypothesis of social impact. The instrumental stakeholder theory framework assumes that if the interests of multiple stakeholders of an organization are taken into account, they can improve the company’s image and status. The focus on such aspects can positively affect the company’s productivity, financial performance and value creation [16,17]. Inspired by this theory, the hypothesis of social impact suggests that good (bad) social outcomes generate good (bad) financial results [18,19]. It postulates that if a company satisfies its stakeholders, e.g., by implementing social projects, it will improve its image and reputation, and thus its financial results. On the other hand, if a company fails to achieve positive social impact, it will create image concerns among stakeholders, increasing costs and reducing profits [20].



Good social performance is also associated with managerial competencies and good management practices, leading to good financial results. For example, large companies benefit from favorable long-term stock performance [21], and companies with substantial shareholder rights tend to have a lower cost of equity capital than their competitors [22]. Good stakeholder relations and acceptance by the community have a positive effect on the financial outcomes of the companies in the long term. For instance, building a new plant in such a case is more accessible because of lower costs through government regulation; this can also obtain government tax breaks [23]. Moreover, CSR can stimulate human capital accumulation. A firm that adopted CSR on a high level is usually more attractive to employees and has a low turnover, which reduces the costs of recruiting and training employees [24]. The literature describes many other different ways in which CSR adoption can affect a company’s FP, e.g., CSR can positively influence a company’s resources and capabilities. It can positively impact reputation, which can lower operating costs in terms of reducing waste and risks, or can positively impact employee engagement and productivity [25]. The four benefits of a commitment to CSR are cost reduction, competitive advantages, reputation and legitimacy building, and the search for win–win outcomes. These benefits create a solid resource base and lead to excellent financial results [26].



Other researchers (around 5%) believe that CSR adoption has a negative impact on FP [15,27]. According to them, investments in any CSR activities increase costs due to inefficient resource allocation [28,29], create conflicts of interest between stakeholders [6], thus creating unfavorable competition conditions for firms in a competitive market, and ultimately harm the company’s performance. Therefore, firms which have adopted CSR bear higher expenditures and have a lower competitive advantage than companies without CSR [30]. The spending on CSR activities may therefore not be covered by the generated profits. Consequently, CSR activities have a negative effect on the company’s FP [31,32]. The negative relationship of CSR–FP is theorized within the compromise hypothesis [33]. This theory is that the company must meet its different needs within a limited resource base. Directing resources towards CSR can consume vital resources that could be used for more productive purposes. The negative relationship is also explained by the hypothesis of managerial opportunism, which assumes that the goal of managers and stakeholders may be contradictory, and in such a case, managers can only support their own interests [33].



Only a few studies regard the inverse relationship between CSR and FP, implying that FP precedes CSR and treats enterprises’ CSR as a dependent variable [14]. Empirical evidence showing that better FP affects good CSR confirms the slack resource theory, according to which a financially successful company is better positioned to invest in CSR. This theory states that companies only engage in CSR when the company brings financial benefits. In this case, the firm has enough financial resources to invest in social projects. Financial success is, therefore, the main driver of CSR. The first empirical study to support this theory found that a company’s social performance was positively related to the company’s previous and future FP [20]. In most other studies, the relationship between social and financial performance was positive in many different contexts and sectors because the companies with better financial results spent more resources on social activities.



In turn, the negative relations between CSR and FP are justified by the hypothesis of managerial opportunism. According to this hypothesis, the more an enterprise is financially effective, the less it will be socially effective. This is explained by the fact that managers who do not achieve good financial results invest in social activities to justify their poor performance. However, when FP is high, they avoid investing in social activities to increase their private profit in the short term [33].



In conclusion, the cause-and-effect relationship between CSR and FP can veer in both directions. Most authors consider the possibility of a “virtuous circle” created by simultaneous and interactive interaction as increased CSR leads to better financial performance and vice versa [17,20].



According to some researchers, applying a corporate social responsibility strategy depends on the industry’s sensitivity to the environment. Companies with production processes that harmfully affect the environment need more information than companies from other industries. Such companies include, among others, companies from the energy sector [34]. Energy companies are increasingly forced to take on greater social responsibilities, including labor rights, stakeholder engagement, environmental performance, human rights, and social impact [35]. This is mainly because the energy sector, responsible for the vast majority of emissions, requires optimization measures to reduce emissions. These activities can have different costs, application difficulties, environmental and social impacts [36]. By its nature, the energy sector plays a crucial role in sustainable development and is also a forerunner in CSR issues [37]. However, in this sector there are many varied challenges related to the management and implementation of CSR. These include high costs, a lack of information and awareness, insufficient human resources, poor cooperation with stakeholders, a lack of beneficiary involvement and the integration of CSR initiatives into more extensive development plans, an excessive focus on technical and management solutions [38,39].



Our study considered energy companies that are recently being forced to address a broader set of CSR and sustainability-related efforts and activities. Due to increasing demands from stakeholders related to CSR and sustainability issues, energy companies are under pressure to respond adequately to these needs and expectations, comply with national and international laws and regulations; and follow global initiatives and practices to improve sustainability performance. As a result of the environmental and social issues caused by business organizations operating in environmentally sensitive industries, the importance of CSR and sustainability-related reporting practices based on globally recognized reporting guidelines, has increased.



There is a wide range of research focusing on CSR in the context of energy. However, studies examining the relationship between CSR adoption and FP are scarce. Most of the research on the energy sector concerns the impact of CSR on financial performance. For example, other studies based on data from Thomson Reuters for 2011–2018 showed that higher CSR performance did not guarantee better financial results, as demonstrated by both the market and accounting results [40]. Another study found that the three individual dimensions of environmental responsibility (product innovation, resource reduction, and emission reduction) were positively related to the financial performance of companies. Still, the impact of the third dimension (emission reduction) was not significant [41]. A positive effect of CSR on corporate FP was also found in a study that examined the data of 210 energy firms worldwide. These results were measured as a market capitalization value [42]. A study that used a case study approach demonstrated the link between socially responsible corporate performance and profitability [43]. Although this study did not investigate the direction of causation, the results nevertheless indicated that CSR was positively associated with a better financial performance (profitability) and the relationship was statistically significant.



In conclusion, while many efforts have been made to understand the effect of CSR on FP, the accessible empirical evidence remains ambiguous. Research on the impact of CSR activities on FP can be divided into those who support positive correlation and those whoclaim the opposite. While some studies showed that the additional revenues generated by companies from CSR exceeded the expenditures incurred, the other studies argued that the costs incurred to conduct CSR activities exceeded the profits [44].



Although the existing research considers CSR in the context of the energy industry from many different perspectives, and despite its general importance in the energy sector, most studies concern the analysis of the impact of CSR on FP. The inverse link of FP–CSR in the energy sector is underrepresented in this context; we found only one item treating CSR as a dependent variable. The analysis of panel data for 14 companies from the energy sector for the years 1991 and 2009 carried out by Pätäri et al. [25] aimed to examine whether investments in CSR affected corporate financial performance and the reverse relationship. CSR was measured here using two separate constructs: strengths and concerns of CSR used in the ratings provided by MSCI ESG Research. The results did not support bidirectional causality between CSR and FP. According to these results, changes in two FP indicators, ROA and return on invested capital (ROIC), did not cause Granger causality in the total number of CSR strengths or concerns. According to Nelling and Webb [5], Corporate Social Performance (CSP) seemed to derive from the unobservable characteristics of companies rather than their financial performance.



Despite a great interest in CSR, and especially its relationship with financial results, the results of previous studies are inconclusive. It is difficult to determine whether CSR influences FP, or whether companies that achieved financial success are more proactive in sustainable development. This means that the field is full of ambiguities. Moreover, previous researchers focused mainly on the various dimensions of CSR rather than its adoption, and, to date, little research has been conducted in the energy sector. The impact of the FP on CSR adoption in the energy sector has not been investigated so far. Therefore, our goal is to reduce this research gap.



We would like to address the research gap in the literature by examining the relationships between energy sector companies’ financial performances and CSR adoption. It is worth emphasizing that the degree of linkage between CSR and FP may vary depending on the measurement of specific financial ratios. Thus, this study aims to investigate whether and to what extent various financial indicators affect the implementation of CSR strategy in companies in the energy sector. This study proposes that six different indicators can measure financial performance: ROA, ROE, EBIT, Enterprise Value to EBITDA, EBITDA per Share, and Beta coefficient. These indicators are considered the potential factors that may impact CSR adoption. The study further examines whether each of the five FP indicators positively influences the implementation of the CSR strategy in energy companies. Therefore, our research hypotheses are as follows:



Hypothesis 1 (H1).

ROA has a positive impact on CSR adoption among energy sector companies.





Hypothesis 2 (H2).

ROE has a positive impact on CSR adoption among energy sector companies.





Hypothesis 3 (H3).

EBIT has a positive impact on CSR adoption among energy sector companies.





Hypothesis 4 (H4).

The Enterprise Value to EBITDA ratio has a positive impact on CSR adoption among energy sector companies.





Hypothesis 5 (H5).

EBITDA per Share has a positive impact on CSR adoption among energy sector companies.





Hypothesis 6 (H6).

The Beta coefficient has a positive impact on CSR adoption among energy sector companies.





This survey provides energy sector company managers with a clear insight into which kinds of financial performance are conducive to implementing a CSR strategy. The rest of the article is structured as follows. The second section describes the data collection and methodology, the third section presents the empirical results, and the final section discusses the findings and conclusions.




2. Materials and Methods


The methodology of the study involves a three-stage approach: (i) identification of the variables that may impact CSR adoption, (ii) investigation of the descriptive statistics and correlation between identified independent variables (iii) estimation of a logit model to examine the impact of identified independent variables on CSR adoption. The research focused on energy sector companies.



2.1. Data and Sample


This study uses non-probability sampling with a purposive sampling method which determines research samples using defined criteria. The criteria used by researchers for sampling are as follows: public companies from the energy sector listed in the Thomson Reuters Eikon (TR EIKON) database in 2020 who have a number of full-time employees higher than 150 with complete financial and non-financial data related to the research variables. We made this choice based on the assumptions that Corporate Social Responsibility (CSR) was associated mainly with big companies; they are often better resourced and are more able to invest in CSR. They attract more media attention, and they are particularly concerned with protecting and enhancing their reputations with the broader public and key stakeholders. The coverage of the TR EIKON database extends worldwide, reaching 99% of the market capitalization. The database contains more than 72,000 firm-level data of publicly traded companies from 150 countries. TR EIKON provides company fundamentals also published for the energy sector, including companies that produce, supply, and distribute energy. The analysis covered 219 companies from 32 countries (Table 1).



As can be seen from Table 1, most of the firms covered by the analysis have their headquarters in the USA (41.10%), Canada (17.35%), and China (7.31%). The headquarters of almost 13% of the analyzed companies are in Europe. The majority of countries (18) are represented only by one company.




2.2. Key Variables


The dependent variable in the model is CSR adoption. CSR is a complex construct to measure due to its multidimensionality and invisibility. Various empirical and theoretical studies measure CSR in many distinct methods. In our research, CSR adoption is measured by a dummy variable, which takes the value of 1 if the company has implemented CSR and 0 if it has not. Measuring CSR by using a dichotomous variable was already measured in several previous studies [45,46,47,48,49].



FP indicators used in the previous studies can be roughly split into market and accounting measures. Market measures (e.g., Tobin Q) are calculated from the investors’ points of view on a particular date. Accounting measures (e.g., EPS, ROA, ROE) are calculated on time results [50]. Unlike market measures, accounting measures can reflect managerial performance and the internal decision-making process [4]. Moreover, identifying the relationship between CSR and FP using accounting measures rather than market measures is more appropriate for detection [51]. Therefore, based on the previous research, we consider six independent variables (ROA, ROE, EBIT, Enterprise Value to EBITDA, EBITDA per Share, and Beta coefficient) as the possible factors that may influence the adoption of CSR strategy.



Return on Assets (ROA) is the first variable related to the company’s FP. Profitability ratios show the company’s ability to generate profit. One of the main profitability indicators is the ROA used by investors for investment decisions depending on potential returns [52]. Some studies show that ROA has a positive effect on goodwill. In this way, higher returns and rates of return force investors to invest, thereby increasing share prices and goodwill [53]. ROA is a measure of financial performance, commonly used in analyzing the effect of CSR on company finance [48,54,55,56,57].



Return on Equity (ROE) is an FP measure calculated by dividing the net income by equity. ROE demonstrates a company’s ability to turn capital investments into profits. In other words, it measures the returns made on each monetary unit of equity. It is one of the all-time favorite and most widely used general measure of corporate financial performance [58], also confirmed by Monteiro [59]. ROE is popular with investors because it combines the income statement (net profit/loss) with the balance sheet (equity). The fact that ROE results from a structured financial ratio analysis, known as the Du Pont analysis, also contributes to its popularity with analysts, financial managers and shareholders [60]. ROE is already used in research on this topic [47,50].



Earnings Before Interest and Taxes (EBIT) is the company’s net income before taxes and interest costs. EBIT is used to analyze the effectiveness of the company’s core business without capital structure costs and tax expenses affecting profit. The approach of using EBIT in terms of CSR adoption is already presented in the literature [55,61,62].



EBITDA stands for earnings before interest, taxes, depreciation, and amortization, and is used to evaluate a company’s operating performance. It can be seen as a representative of the cash flow of the business of the entire company. EBITDA is already analyzed in the literature as a financial performance measure regarding CSR adoption [63,64].



In terms of the enterprise value to earnings before interest, taxes, depreciation, and amortization (EV EBITDA), the enterprise value (EV) includes both debt and equity, and EBITDA is the profit available to investors. Since a change in capital structure has no systematic effect on company performance, this ratio is less susceptible to manipulation by changes in capital structure. Only when such a change lowers the cost of capital will it lead to a higher multiple [65].



The Beta coefficient (BETA) measures an investment’s volatility and risk compared to the overall market. Beta is a statistical tool, which gives an idea of how a fund will move in relation to the market. In other words, it is a statistical measure that shows how sensitive a fund is to market moves. EV EBITDA and the Beta coefficient have not been previously used in the literature to analyze the FP–CSR relationship.




2.3. Research Model


In the second stage of our research, we estimated the correlation between the independent variables. Following that, we specified and estimated a logit model in order to examine the impact of identified independent variables on CSR adoption. Several authors already used the logit model in similar research studies [36,66,67].



The model is specified as follows:


logit (Probability of CSR adoption) = β0 + β1(ROA) + β2(ROE) + β3(EBIT)

+ β4(EBITDA per share) + β5(EV EBITDA) + β6(BETA) + e



(1)







Data were analyzed based on descriptive statistics, such as means, standard deviations, medians, and interquartile ranges. Differences were calculated with the Mann–Whitney test. A p-value of less than 0.05 was considered statistically significant. We used STATISTICA, (TIBCO Software INC., Statsoft Polska, version 13.3, Palo Alto, CA, USA).





3. Results


3.1. Descriptive Statistics and Correlation Matrix


Table 2 provides a condensed view of various descriptive statistics for all independent variables. The average values of ROA and ROE were −8.317% and 27.39%, respectively. The Beta coefficient was 1.447. The average earnings before interest were EUR 467,626,496.818. Descriptive statistics are presented in Table 3 separately for companies that have implemented CSR and for other companies.



Based on the analysis of data, 72.6% of the companies adopted CSR. We found statistically significant differences between companies that confirmed and did not confirm CSR adoption in terms of ROA and EBIT. The average ROA in companies that confirmed CSR adoption was two times higher than among companies that did not confirm CSR adoption. The average values of ROA were −6.15% and −13.131% for companies that adopted and did not adopt CSR, respectively. In terms of the value of EBIT, we observed that it was almost 30 times higher among companies that adopted CSR compared to the other companies covered by the analysis. We did not observe a statistically significant difference between companies that adopted and did not adopt CSR in terms of ROE, Beta coefficient, EBITDA per Share, and EV EBITDA.



Table 4 presents correlations between the analyzed variables. We found a positive correlation between ROA and ROE, ROA and EBIT, as well as the Beta coefficient and EBIT. A positive correlation indicated that the variables increased or decreased together. The pairwise correlation coefficients were less than 0.4, indicating multicollinearity, and were not observed in the model.




3.2. Binary Logit Model


To analyze the indicators affecting CSR adoption, we used the binary logit regression model. The dependent variable (CSR adoption) was a binary variable reaching the value of 1 (the company adopted CSR) or 0 (the company did not adopt CSR). The logit model, based on cumulative logistic probability functions, was computationally easier to use and could predict the probability of CSR adoption in the company. The results are presented in Table 5.



The results confirm a statistically significant positive impact of ROA on CSR adoption. From Table 5, we found that, with a 95% confidence level, only ROA and EV EBITDA ratios had a significant effect on the CSR adoption with a p-value of less than the significance level alpha = 0.05, although these effects were minor. In the logistic model, if the odds ratio was greater than 1, the higher the value of the variable, and the higher the odds were of implementing CSR. Only ROA had a positive effect on CSR adoption. That is, increasing the ROA ratio level increased the probability of adopting CSR. In terms of the Enterprise Value to EBITDA ratio, a statistically significant negative effect was observed. We did not confirm the influence on CSR adoption in terms of the other analyzed variables. Thus, only Hypothesis 1 was supported.



The area under the ROC curve was found to be 0.685 (Figure 1). Since the area under the curve was more than 0.5, and the closer the curve followed the left-hand border and then the top border of the ROC space, the more acceptable the model.





4. Discussion


One aspect of understanding the relationship between CSR and financial performance was understanding the direction of causation. This meant to understand what factor acts as a predecessor and the consequence of such a relationship. Most studies treated financial performance as a dependent variable. In the context of this study, we checked whether better financial performance led to CSR adoption. Our study, however, went beyond the boundaries of linking general financial performance to CSR and proceeded to assess the impact of specific financial indicators on CSR adoption.



This study applies the binary logit regression model to examine the impact of selected financial indicators on CSR adoption in companies from the energy sector. The ratios include ROA, ROE, EBIT, Enterprise Value to EBITDA, EBITDA per Share, and the Beta coefficient. The analysis results show that the only indicator that increases the probability of CSR adoption is ROA. The increase in the Enterprise Value to EBITDA has a negative impact. We do not find any relationship between CSR adoption and ROE, EBIT, EBITDA per Share, and the Beta coefficient. Compared to other metrics, companies with high returns on assets show the highest likelihood of CSR adoption. Such companies are more willing to invest in social initiatives than others. A way to encourage companies with a high ROA to adopt CSR as their primary means of improving their public image and long-term performance may be through society’s use of moral persuasion. This means to motivate companies to implement quality-of-life practices in the community in which they conduct business to contribute to that community’s educational, social, and economic development [68].



In this context, our research confirms the Slack Resources Theory, which explains the positive impact of FP on CSR. This theory indicates that better FP results in slack resources for companies mean that they can invest them in social ventures, thus emphasizing that better FP would cause better social performance [69]. Other studies in the literature confirm that better financial results translate into CSR adoption and better CSR activities. For instance, research conducted based on data from large American corporations showed that this also positively influenced the following year’s financial results [33]. Another study explored the relationship between CSR disclosure and financial performance, and vice versa, using different approaches, i.e., statistical through multiple regression modeling techniques. The study results showed that the financial results based on the company’s profitability had a cause-and-effect relationship with the disclosure of CSR, and vice versa [70]. Recent research also showed a significant causal link between FP and CSR adoption, as spending on social activities depended on financial outcomes. Profitability motivated an investment in social activities and inspired investor confidence [71]. Recent studies also showed that FP affected the company’s CSR in the short term and the long term [72].



The variable that was most often used to reflect financial performance in the FP–CSR relationship research was ROA; this could be found in at least 22 other studies [73]. Our analysis showed that ROA indicators had a positive and statistically significant impact on CSR adoption, thus supporting Hypothesis 1 (H1). In other words, ROA indicators were the only financial factor determining the ability of companies to engage in CSR activities. Similar results were reported by other researchers [74,75,76]. Dewi’s [77] research showed not only a direct positive impact of ROA on CSR but also ROE on CSR. The positive correlation between the financial ratios of ROA and ROE and the CSR showed that companies with social and financial performance tended to have wide-ranging social disclosure [29]. In our research, the impact of ROE on CSR adoption turned out to be statistically insignificant, so the Hypothesis 2 was not confirmed. The estimated probabilities from the model showed that profitability had little effect on CSR adoption (low odds ratio—OR). This important finding contradicted some existing research that showed that profitability had a significant direct impact on investment in CSR.



Other hypotheses were also not confirmed in this study. The relations between EV EBITDA and CSR adoption among energy sector companies were negative. We believe that the negative impact of the Enterprise Value on EBITDA was because high-value companies tended to develop and remain competitive. Hence, they devotde most of their resources to maintaining that value rather than engaging them in social endeavors. Other relationships between financial indicators and CSR adoption were not statistically significant.



Additionally, previous research showed that CSR adoption appeared to be positively related to profitability ratios. However, the links between CSR and profitability were studied using simple statistical methods and linear regression [43]. A similar analysis, which also used a regression approach, was carried out on data from 30 publicly listed Nigerian companies [78]. Another study explored the additional effect of leverage on CSR disclosures using data from 41 listed firms [79]. As in other studies, it was found that profitability and company size positively affected CSR adoption. Importantly, it was also found that highly leveraged firms were less likely to engage in CSR. The regression model was also used to study the CSP-CFP relationship in the context of emerging markets [80].



The previous research which showed that CSR adoption appeared to be positively related to profitability ratios did not consider that many different financial indicators. The profitability measure used in another regression model used the financial data of 40 listed companies; in addition to the Return on ROA assets, was the Return on equity (ROE) [56]. Accounting indicators such as the Return on assets (ROA), return on capital (ROE) and return on sales (ROS) were also used as indicators of the financial results. However, these studies did not show a significant relationship between the examined variables. Other methods used in the analysis of FP–CSR included Dynamic Circulation Viewpoint and Multivariate Analysis of Variance (MANOVA). These studies showed a positive and mutual relationship between the variables [81].



According to Reverte [82], neither profitability nor other financial indicators explain the differences in CSR disclosure practices between companies. Thus, it is worth considering the moderating influence of other variables on these relationships. Control variables should be included in the study when there is reason to believe that they may play a role in analyzing the relationships between CSR and FP. The most influential variables explaining the differentiation of companies in CSR assessments are those related to public or social visibility. The effect of visibility has a significant, positive relationship between visibility and CSR assessment, which is confirmed in other studies [83]. Other authors [84] argue that to investigate CSR’s impact on the company’s financial performance, the moderating role of corporate governance should be examined. In turn, other researchers [85] investigate the role of CEO power (measured by the relative pay of the director) and find that CEO power positively moderates the relationship between CSR and financial performance. Influential CEOs have considerable freedom in determining expenditure on social and environmental activities of enterprises. So, for example, they can suspend social and environmental activities to demonstrate a better financial performance, or they can, in other cases, increase spending to gain a personal reputation for being socially responsible. There are also studies providing empirical evidence of the relationship between board attributes and CSR engagement, as well as CSR engagement and financial performance in the global energy sector. These results indicate that board diligence and CSR committees are strong drivers of CSR performance [40].




5. Conclusions and Implications


Our study makes some contributions to the literature regarding CSR. First of all, this article is one of the few attempts to use specific financial indicators to examine the decisions of companies from the energy sector regarding the implementation of CSR. While other researchers attempted to investigate the impact of overall financial performance on CSR, they were not able to discern different forms of response to financial performance feedback, because they did not analyze the effect of individual financial metrics separately. Secondly, while the energy sector has a significant environmental and social impact, no empirical cross-sectional study specific to the industry has been carried out so far from an international database of large companies. As far as we know, no previous studies on this topic have focused on a sample of international firms. Third, although the analyzed studies examined the links between companies’ financial results and CSR, they are insufficiently investigated in the energy sector. Analyzing CSR adoption as a dependent variable is used to a limited extent and is not the subject of any research in the energy sector. By using this dummy variable, the results for CSR could be easily compared with other studies. Due to the variety of CSR measures, the possibility of comparing the results concerning CSR is limited. Therefore, this study adds new evidence to the existing literature by providing an empirical analysis of the relationship between FP and CSR adoption in the energy sector. The impact of the FP on CSR adoption in the energy sector has not been investigated so far. Therefore, our goal is to reduce this research gap.



Our findings also have some management implications. The results of our study may be helpful in the further understanding of the motivation of companies’ decisions in the field of CSR implementation. CSR activities are becoming more and more important for the sustainable business of companies, ensuring the legitimacy and facilitating exchange relations with their stakeholders [1,25]. We show that companies are more likely to engage in CSR activities when they achieve better financial results, as measured by the ROA ratio. The relationship between other financial measures and CSR adoption is not so clear.



Our study also offers a methodological improvement through the use of the binary logit regression model, which allows the determining of the likelihood that a company will engage in CSR, taking into account its financial characteristics. This approach avoids measurement errors encountered in studies aiming to determine whether there is a positive relationship between CSR investments and the financial results [74].



CSR has become an important research area for researchers looking into its relationship with other variables, such as financial performance. This study shows that, compared to other financial ratios, the size of the ROA has the most significant impact on shaping the company’s CSR policy. This evidence is based on the financial characteristics of energy sector companies with a number of full-time employees higher than 150. Other financial ratios examined include ROE, EBIT, Enterprise Value to EBITDA, EBITDA per Share, and Beta coefficient. However, most of the studied variables turned out to be statistically insignificant.



The approach in this study differs from previous studies, as CSR is measured as a binary variable, assuming values of 1 for companies that have implemented CSR and 0 for other cases. CSR is then linked to the size of the financial ratios under study using the binary logit regression model in this categorical form. The analysis results show that CSR is a positive function only for ROA and a negative growth function of the Enterprise Value to EBITDA. Clarifying the relationship between FP and CSR adoption is critical to promoting the implementation of CSR in all business companies and communities in every country worldwide [50].




6. Limitation and Future Research


This study has several limitations, which should be considered when evaluating the results. The study sample is based on firms listed in the Thomson Reuters EIKON database whose shares are traded in stock markets. Consequently, the results may not be generalizable to other firms not listed in a stock market. As far as we know, no previous studies on this topic focus on a sample of international firms. Our research contrasts with past research conducted in individual countries. Since the studied sector comprises large capital-intensive businesses, frequently operating as natural monopolies on national markets, choosing a single jurisdiction for analysis would not yield sufficient empirical material for quantitative analysis.



On the other hand, it would be interesting to undertake future research, including a complete sample to consistently support our hypotheses. A comparative analysis between countries in different cultural and geographical areas could generate an interesting line of future research. We also believe that interesting conclusions could be drawn by introducing various control variables into the analysis. Therefore, in future research, it would be worth also focusing on the relationship between financial performance and CSR, considering the control variables. The possible channels through which FP could affect CSR, or vice versa, could be the location of the firms, corporate governance, corporate visibility, the role of board diligence and the CSR committee, the gender of the director, corporate governance mechanisms, and the location of the firms.



In our study, we used only accounting-based indicators. We chose the six accounting variables presented in this paper because they permitted us, on the one hand, and were more appropriate for detection rather than market measures, on the other hand. According to some researchers, market results may be an interesting factor in assessing and understanding CSR implementation, which could be checked in subsequent studies.



To analyze the indicators affecting CSR adoption, we used the binary logit regression model. The dependent variable (CSR adoption) was a binary variable reaching the value 1 (company adopted CSR) or 0 (the company did not adopt CSR). The logit model, based on the cumulative logistic probability functions, was computationally easier to use and could predict the probability of CSR adoption in the company. Another widely recognized alternative approach to the analysis of CSR adoption was the Environmental, Social, and Governance (ESG) score measure, used with a linear regression model. The study of the degree of applicability of CSR implementation was also a possible extension of future work.
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Figure 1. ROC curves for model results with AUC of 0.685. 
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Table 1. The number of analyzed firms by country.






Table 1. The number of analyzed firms by country.





	Country
	n
	%





	United States of America
	90
	41.10



	Canada
	38
	17.35



	China
	16
	7.31



	Bermuda
	10
	4.57



	United Kingdom
	8
	3.65



	Norway
	7
	3.20



	Australia
	6
	2.74



	Thailand
	6
	2.74



	Indonesia
	5
	2.28



	Brazil
	4
	1.83



	France
	3
	1.37



	Netherlands
	3
	1.37



	Greece
	3
	1.37



	Italy
	2
	0.91



	Papua New Guinea
	1
	0.46



	Russia
	1
	0.46



	Hungary
	1
	0.46



	Turkey
	1
	0.46



	Austria
	1
	0.46



	Spain
	1
	0.46



	Switzerland
	1
	0.46



	Israel
	1
	0.46



	Poland
	1
	0.46



	Sweden
	1
	0.46



	South Africa
	1
	0.46



	Luxembourg
	1
	0.46



	Belgium
	1
	0.46



	Finland
	1
	0.46



	Jersey
	1
	0.46



	Japan
	1
	0.46



	Portugal
	1
	0.46



	Monaco
	1
	0.46



	Total
	219
	100
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Table 2. Descriptive statistics of the sample firms.






Table 2. Descriptive statistics of the sample firms.





	Variables
	Mean (SD)
	Median (Q1; Q3)





	ROA
	−8.317 (16.223)
	−3.266 (13.571; 1.408)



	ROE
	−27.39 (363.88)
	2.940 (−5.714; 8.724)



	Beta
	1.447 (0.586)
	1.342 (1.057; 1.814)



	EBIT
	467,626,496.818 (1,934,173,648.88)
	46,310,761.980

(−40,537,996.858; 371,448,973.763)



	EBITDA Per Share
	2.956 (6.628)
	1.270 (0.388; 3.105)



	EV EBITDA
	14.601 (25.344)
	9.585 (6.572; 14.14)







SD—Standard Deviation; Q1—first quartile; Q3—third quartile.
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Table 3. Comparison of variables of companies that confirmed and did not confirm CSR adoption.
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Variables

	
CSR Adoption (n = 159)

	
CSR Non-Adoption (n = 60)

	
p-Value




	
Mean (SD)

Median (Q1; Q3)






	
ROA

	
−6.500 (13.503)

	
−13.131 (21.254)

	
0.075




	
−2.720 [−11.16; 2.089]

	
−5.124 (−20.661; 0.866)




	
ROE

	
−35.942 (426.212)

	
−4.748 (39.204)

	
NS




	
3.770 [−4.661; 8.706]

	
0.303 (−7.068; 8.855)




	
Beta

	
1.436 (0.567)

	
1.475 (0.640)

	
NS




	
1.336 [1.097; 1.791]

	
1.383 (0.990; 1.905)




	
EBIT

	
636,045,952.00 (2,243,399,749.418)

	
21,314,940.955 (256,879,626.43)

	
0.06




	
125,499,113.600 [−58,544,200; 536,477,760]

	
3.754.670,965 (−14,541,069.2; 52,592,469.19)




	
EBITDA

per Share

	
2.764 (5.106)

	
3.464 (9.597)

	
NS




	
1.466 [0.409; 3.159]

	
0.898 (0.260; 2.815)




	
EV EBITDA

	
11.163 (7.554)

	
23.713 (45.871)

	
NS




	
9.179 [6.291; 13.604]

	
9.974 (7.473; 19.348)








SD—Standard Deviation; Q1—first quartile; Q3—third quartile.
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Table 4. Spearman correlations coefficient between independent variables.






Table 4. Spearman correlations coefficient between independent variables.





	Variables
	ROA
	ROE
	BETA
	EBIT
	EBITDA

per Share
	EV to EBITDA





	ROA
	1
	0.0653 *
	0.1387 *
	0.0293 *
	0.0058
	0.0004



	ROE
	0.0653 *
	1
	0.0045
	0.0001
	0.0004
	0.0001



	BETA
	0.1387 *
	0.0045
	1
	0.0231 *
	0.0024
	0.0021



	EBIT
	0.0293 *
	0.0001
	0.0231 *
	1
	0.0001
	0.0031



	EBITDA Per Share
	0.0058
	0.0004
	0.0024
	0.0001
	1
	0.0106



	EV EBITDA
	0.0004
	0.0001
	0.0031
	0.0031
	0.0106
	1







* Correlation is significant at the 0.05 level (2-tailed).
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Table 5. The multivariate logistic regression model.






Table 5. The multivariate logistic regression model.





	Variables
	β-Coefficient
	OR
	IC
	p-Value





	ROA
	0.023
	1.023
	(1.002–1.044)
	<0.001



	ROE
	−0.002
	0.998
	(0.990–1.005)
	0.556



	BETA
	0.099
	1.104
	(0.617–1.976)
	0.738



	EBIT
	0.000
	1.000
	(1.000–1.000)
	0.121



	EBITDA Per Share
	−0.027
	0.974
	(0.931–1.018)
	0.238



	EV EBITDA
	−0.034
	0.967
	(0.937–0.997)
	<0.001
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