

  sustainability-11-01561




sustainability-11-01561







Sustainability 2019, 11(6), 1561; doi:10.3390/su11061561




Article



What Dimension of CSR Matters to Organizational Resilience? Evidence from China



Wendong Lv, Yuan Wei *[image: Orcid], Xiaoyun Li and Lin Lin





Business School, University of International Business and Economics, Beijing 100029, China









*



Correspondence: weiyuan_uibe@126.com; Tel.: +86-188-0011-0533







Received: 17 February 2019 / Accepted: 11 March 2019 / Published: 14 March 2019



Abstract

:

Prior work on corporate social responsibility (CSR) has focused mainly on its effects on the short-term performance of firms from developed countries. In this article, we shed light on its effects on organizational resilience, which is defined as the firm’s ability to positively cope with environmental turbulence, and operationalized by long-term, improved sales growth and financial volatility. In line with this operationalization, we adopt CSR’s performance-enhancing and performance-insuring mechanisms to disentangle the relationship between CSR and organizational resilience. Furthermore, we divide CSR into five dimensions, namely shareholder, employee, business, society and environment-related CSR, and respectively examine their impacts on organizational resilience. The empirical study on a large sample of public firms in China from 2010 to 2017 shows that CSR as a whole significantly increases the firms’ long-term growth and reduces their financial volatility. As for the five specific dimensions, they all have a significant negative effect on financial volatility, and the employee, business, environment-related CSR are positively associated with long-term growth. Yet, the empirical results did not indicate significant associations between shareholder and society-related CSR and firms’ long-term growth. This study first explores the impacts of CSR’s different dimensions on organizational resilience. Also, we contribute to enriching the literature on CSR by examining the long-term performance-insuring effect of CSR with a quantitative analysis of emerging markets. Finally, we discuss some important managerial implications, as well as promising directions for future research.
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1. Introduction


The turbulent changes in today’s business environment, such as economic recessions, discontinuous technologies, non-traditional competitors, and regulatory upheavals, have increasingly attracted attentions to organizational resilience [1]. Both academics and practitioners have been widely discussing and exploring how companies can effectively respond to environmental changes, so as to maintain high-level financial performance over a long term [2]. Among the antecedents or enablers of organizational resilience concerned in extant literature, firms’ engagement in corporate social responsibility (CSR) activities has been repeatedly mentioned to play a key role since it can provide a deep social foundation or reputation for buffering disruptions [3,4], as well as useful information and resources to support innovations [5]. However, the relevant literature is mostly based on conceptual and case studies, or empirical evidence from firms in developed countries [6]. Further, little work has been done through a quantitative analysis of firms from emerging markets.



With this in mind, we examine the impact of CSR on organizational resilience with a large sample of publicly traded, non-financial firms from China covering the period from 2010 to 2017. The reasons we choose Chinese companies in this study lie in two main aspects. First, due to the unstable regulatory conditions, unestablished industrial structures, and the intense, chaotic competition brought by rapid development, Chinese enterprises are likely to face more changes and uncertainties in their business environment, which makes them more vulnerable than those from developed countries. Second, as the concern about CSR in China comes far later than that in developed countries, the effect of Chinese CSR on organizational resilience may be different. The Kinder, Lydenberg, and Domini (KLD) database, for example, began to internationally provide ratings of corporate social performance in 1991. While, the first official research report on Chinese CSR was released in 2009, and then Chinese listed companies were required to issue their annual CSR reports. In line with this, we aim at providing some new insights of CSR and its effects on organizational resilience with evidence from emerging markets.



In doing so, we first clarify the conceptualization and operationalization of organizational resilience. Defined as the ability of an organization to respond positively to environmental changes, organizational resilience is a latent, unobservable construct usually measured by its outcomes [6]. The most desired outcome of organizational resilience recognized in extant literature is a firm’s persistent superior performance in the changing business environment [7]. In order to maintain superior performance over time, resilient companies should be able to both capitalize on opportunities and control the negative impacts due to environmental changes. Accordingly, consistent with the mainstream view [6,7,8,9,10], we operationalize organizational resilience as the ability to achieve both high-level performance growth and low-level financial volatility over a long term.



Then, we analyze the impact of CSR on firms’ long-term growth and financial volatility respectively through the theoretical lens of CSR’s performance-enhancing and performance-insuring mechanisms. The performance-enhancing view holds that CSR can promote performance growth by improving employee satisfaction and retention [11,12,13], social image [14], innovation performance [15,16,17], customer satisfaction [18,19], brand equity [20], investment efficiency [21]. The performance-insuring view on the other hand, claims that CSR can provide buffers and supports to absorb shocks, undertake appropriate responses when a company suffers from crises and adverse events, thus mitigating negative impacts and financial volatility [22,23]. Taken together, we argue that CSR is conducive to improving organizational resilience.



Furthermore, we separately explore the impact of CSR’s specific dimensions on organizational resilience. According to the stakeholder theory [24], CSR practices involve varied stakeholders that have different influence on firms’ daily business activities [25]. In line with this, scholars tend to classify CSR activities based on the specific stakeholders they concern [26]. Generally, two broad kinds of stakeholder are divided by their legal obligations with companies. Stakeholders that have a clear legal relationship with a company and/or directly affect its operations are regarded as internal stakeholders [27] or major stakeholders [28], and those that do not possess the above attributes are external or secondary stakeholders. By satisfying the interests of internal stakeholders, enterprises can effectively obtain key business resources and improve their organizational capabilities. While, through maintaining good relations with external stakeholders, enterprises can achieve social legitimacy and reputation that can also be converted into important business assets [29].



However, despite the widely accepted theoretical classification, the measurement of the two broad kinds of stakeholder varies among relevant empirical studies for some groups, e.g., customers, suppliers, creditors, shareholders, and governments, are either taken as external or internal stakeholders [25,27,29]. Since the broad classification may result in confusing and even conflicting conclusions, we adopt directly the most basic dimensions of CSR relevant to different stakeholders, namely shareholders, employees, supply chain members, environment, and society. With the examination of these five specific dimensions, we aim at providing more detailed, comprehensive, and precise insights into the relationship between CSR and organizational resilience.



According to the objectives mentioned above, this paper is structured as follows: First, we present a review of extant literature, which includes how to conceptualize and operationalize organizational resilience as the ability to realize high growth and low financial volatility over time, and how to formulate our hypotheses about the influence of CSR and its five specific dimensions on organizational resilience respectively from the theoretical lens of performance-enhancing and performance-insuring mechanisms. Next, we elaborate our research methods and the results of empirical analysis. Finally, we summarize our research findings, and discuss theoretical contributions, managerial implications, limitations and directions for future research.




2. Theory and Hypotheses


2.1. The Conceptualization and Operationalization of Organizational Resilience


Resilience is an interdisciplinary concept that covers a variety of research fields, including physics, ecology, engineering, psychology, economics and business management, which generally refers to the ability of a system to recover or even exceed its original state after being disrupted [30]. Originally, in materials science, resilience refers to the behavior and property of a specific material to return to its initial shape after being temporarily deformed or pressed by external forces. Ecological resilience means a system’s ability to absorb changes or disturbances through reorganization or self-organization, thus maintaining the same function, structure, identity, and feedback [31,32]. Engineering resilience, defined as the ability to respond to unexpected events that can’t be predicted before they happen [33], is related to system safety and high reliability organization and has been widely used in complex systems to cope with unexpected natural disasters and man-made crises [34,35,36,37]. In the field of psychology, researchers focus on how individuals can effectively recover, adapt and develop well in the face of adversities [38,39].



Recently, resilience is increasingly being applied in social innovation that focuses on the long-term growth through continuous self-renewal, rather than the recovery from a specific disruption, involving individuals, organizations, communities, regions and other social systems [3,6,8,40]. The main reason why both practitioners and academics paid attention to organizational resilience lies in the increasingly turbulent business environment. Nowadays, there are tremendous disruptive environmental changes that undermine the incumbents’ advantages and increase their risk of business failures [1,41], such as technological discontinuities, regulatory upheavals, geopolitical shocks, industry disintermediation, abrupt shifts in consumer preferences, and emergences of non-traditional competitors. Therefore, it is urgent for enterprises to build their organizational resilience, namely the ability to successfully cope with the impact of environmental changes on their earning power and then realize their long-term survival and growth [2]. In this regard, studies on organizational resilience have provided various insights on its prerequisites or characteristics, ranging from business strategy, organizational structure, financial resources, human resources, leadership and culture, to stakeholder interactions.



As for the operationalization of organizational resilience, many scholars view organizational resilience as the positive performance outcome when an organization undergoes environmental changes. In other words, whether an organization is resilient depends on if it can maintain a certain level of performance or achieve a more desirable performance level under changing environment [9,42]. In line with this, organizational resilience is generally operationalized as stable financial growth in the face of environmental changes [43], which is referred to by Markman and Venzin [7] as “sustained superior performance” over the long run. Implicitly, two critical conditions or components are in the operationalization of organizational resilience, namely low volatility and high growth in financial performance namely performance [6,44]. In this regard, several studies have provided a composite assessment of organizational resilience to integrate these two criteria. For example, Markman and Venzin [7] combine a return on equity and its volatility data into a synthetic measurement of organizational resilience; Pal [9] uses the Altman’s Z-score transition profile to operationalize organizational resilience through assigning the upward, positive transition to healthy business state a higher score than the downward one.



Accordingly, in this article we conceptualize and operationalize organizational resilience as a two-dimension construct with high performance growth and low financial volatility. Next, we will respectively specify the relationship between CSR, its five dimensions and organizational resilience in terms of performance growth and financial volatility.




2.2. CSR and Organizational Resilience


According to Mackey [45], CSR is defined as “voluntary corporate actions designed to improve social or environment conditions.” Though CSR is not explicitly required by law, the social good it generates can in turn bring business benefits. The literature has discussed organizational relationships with a wide range of stakeholders that contribute to achieving organizational resilience, including employees, government, natural environment, suppliers, competitors and so on. Consistently, researchers have come to conclude that reciprocity-based interaction with stakeholders is essential to build organizational resilience. The core of the relationship between a resilient organization and its external environment lies in trust and reciprocity. In order to avoid being excluded and opposed by stakeholders in the business network, companies need to positively take part in the business system by way of benefiting other participants [41]. In the case study of telehealth innovation, Cho and Mathiassen [5] find that collaborations with participating individuals, groups, and organizations within the whole network related to hospitals are necessary for the telehealth innovation’s effective implementation and further diffusion, since the potential interest conflicts of every participant may be significant obstacles that endanger its long-term sustainability.



Therefore, companies need to positively engage in CSR activities to establish a good relationship with various stakeholders, which can enable them to effectively identify environmental changes, and obtain the necessary resources and support to successfully achieve their organizational resilience. The important role of CSR in organizational resilience manifests in two distinct aspects, namely performance-enhancing and performance-insuring mechanisms. As Gao, Zuzul [3] suggest, corporate reputation can work as either a defense mechanism whereby it helps companies to buffer disruptions and threats, or offensive mechanisms whereby it further allows companies to capitalize environmental changes to create values. The engagement in CSR activities helps a firm to build its reputation and deep social foundation that can work as “meta resource” [3] to activate conventional business resources (e.g., technologies, labors, capitals and materials), thus allowing it to not only cushion environmental shocks and thus reduce financial volatility [46], but also create opportunities for business initiatives and therefore increase performance growth [6].



In terms of CSR’s performance-enhancing mechanism, positive relationships with various stakeholders contribute to building a wide network of knowledge and resources that provides flexibility and efficiency for an organization’s internal activities and supports its business plans for innovation and adaptation [4,47,48]. Specifically, a firm’s CSR engagement can internally increase employee satisfaction and commitment that further promote employees’ innovative behaviors [12,13,14,15]. Also, enterprises that strategically engage in CSR are likely to innovate their product and process to meet stakeholders’ desires, which brings them distinguished competitive advantages for long-term performance growth [16,17]. Externally, CSR disclosures can improve corporate governance ratings [49], decrease information asymmetry [50], increase confidence in capital market [51], create access to finance [52], reduce investment-cash flow sensitivity [53], and improve investment efficiency [21]. Besides, the good reputation brought by CSR contributes to increasing customer satisfaction [18,20], bringing political benefits [54], and reducing social constraints in business operations [26]. Given the above, CSR creates favorable internal and external conditions for enhancing a firm’s performance and growth.



In addition to performance-enhancing mechanism, scholars have increasingly focused on the insurance-like role of CSR in corporate performance [22,23]. Different from CSR’s contribution to performance growth, the performance-insuring view emphasizes that CSR can buffer or cushion the negative impacts of disruptions, shocks, crises, and threats on a firm’s performance, allowing it to avoid significant financial volatility. Several empirical studies have provided evidence for CSR’s performance-insuring mechanism during unfavorable events, such as boycotts [55], wrongdoing or illegal behaviors [56]. Besides, when undertaking strategic risk-taking actions, a firm can also benefit from its engagement in CSR activities. High strategic risks do not always bring high performance, for there are various internal and external contingency factors [57,58]. In this respect, Su and Tsang [26] indicate that positive relationship with stakeholders can smooth the process of firms’ product diversification and therefore bring desired financial performance. As Pal and Torstensson [4] point out, a deep social foundation along with goodwill, brand awareness, network relationships can act as a mask that protects an organization from sudden negative events, and provides the necessary time for it to absorb shocks and take appropriate responses.



Given the above analysis of CSR’s performance-enhancing and performance-insuring mechanisms, we propose the following hypotheses:

Hypothesis 1 (H1).

CSR is positively associated with a firm’s long-term growth.





Hypothesis 2 (H2).

CSR is negatively associated with a firm’s financial volatility.








2.3. Shareholder-Related CSR and Organizational Resilience


Shareholder-related CSR activities include sound financial structures, transparent information disclosures, positive innovations, and high-level stock returns. The sound employment of funds is the basic rule for a firm to meet its shareholders’ interests, since unsafe, unreasonable financial structure directly induces shareholders’ financial losses, such as high-level debts [59] and excessive earnings management [60]. In addition, in order to create high-level of return for shareholders, companies need to continuously engage in product and/or technological innovations. Taken together, companies with a high level of shareholder-related CSR are likely to positively engage in innovative activities to improve profitability, while apply funds in a sound, prudent manner to avoid great financial risks. In this way, companies can steadily provide shareholders with high investment returns.



Shareholder-related CSR can contribute to the two aspects of organizational resilience, namely long-term growth and low financial volatility. As for low financial volatility, a sound financial structure embodied in shareholder-related CSR can not only act as a shock buffer or absorber during crises to reduce negative impacts on profitability [61], but also provide access to financial resources to support normal operations and maintain stable performance [4,48]. The company with a sound financial structure (e.g., a low debt ratio) is likely to have much unused borrowing power and deliver decent credit to the capital market [62], which allows it to obtain the necessary funds at favorable financing costs to support its survival and development strategies during crises [26]. Kachaner and Stalk [63] find in a survey of resilient family firms that a prudent attitude towards debt is one of the important reasons why their performance is less volatile than that of non-family firms during economic recessions. With a high level of debt, a firm’s freedom of business decision-making may be limited, and large costs or sacrifices are likely to be required to meet financing needs. In this regard, Tognazzo and Gubitta [62] suggest that companies should seek high-level profits without an excessive dependence on debt when the economic conditions are good, so as to prepare necessary financial slack to come through harder economic times.



Enterprises with a high level of shareholder-related CSR are likely to actively engage in innovative activities, which directly contributes to the continuous growth of organizational performance. A company survival survey by Govindarajan and Srivastava [64] shows that the lifespan of modern companies is being greatly shortened. The author points out that since the development of technologies (especially digital services) has led to the quick, continuous emergence of new products or services, companies that do not keep innovating will be soon out competed by other players in the market. Innovation has been widely recognized in extant literature as an essential way for companies to achieve their organizational resilience, since companies can absorb and even capitalize environmental changes by developing new capabilities and adaptive strategies [65,66,67,68]. For example, Hamel and Valikangas [1] define organizational resilience as the ability of an enterprise to dynamically adjust its business model and strategy in response to changing circumstances, thus avoiding the negative impacts of business environment changes on its core profitability. Similarly, Reinmoeller and van Baardwijk [8] believe that resilience is the ability of an organization to achieve self-renewal through innovation, and accordingly define a resilient enterprise as the one that can continuously create high financial performance. Furthermore, Teixeira and Werther [2] argue that resilience refers to the organizational capability that enables continuous innovative activities, rather than the specific innovative activities, which requires systematic allocation of organizational resources, such as people, ideas, and management, to make innovation a source of continuous competitive advantages to superior financial performance.



Given the above analysis, shareholder-related CSR can both reduce financial volatility and promote long-term growth. Therefore, we propose the following hypotheses:

Hypothesis 3 (H3).

Shareholder-related CSR is positively associated with a firm’s long-term growth.





Hypothesis 4 (H4).

Shareholder-related CSR is negatively associated with a firm’s financial volatility.








2.4. Employee-Related CSR and Organizational Resilience


Employee-related CSR involves a safe and comfortable working environment, high level of investment in employee salaries and benefits, training of knowledge and skills, and emotional care and commitment.



Employee-related CSR can bring employees’ positive and creative working behaviors [69], which ultimately contributes to organizational innovation and performance growth. The resilient organization focuses on investing in the improvement of organizational members’ knowledge, skills and abilities through education, training, and work experience, as well as fostering their innovation awareness, so as to improve their work efficiency and equip them with the competencies necessary to deal with environmental changes [70,71]. In the case study of a family firm spanning more than 160 years, Yacob [72] indicates a good managerial succession system characterized as the long-term apprenticeship training is critical for the firm’s longevity and sustainability, as the selected managerial successors are highly capable of undertaking changes or transformations that consistent with its values and goals in a careful and wise way. In addition, the resilient organization relies on an emotional investment and commitment to its employees, such as caring, fair treatment, respect, trust, and empowerment [73]. This can contribute to increasing employee job satisfaction and organizational commitment [13], encourage employees to respond flexibly to environmental changes [1,15], and therefore generate competitive advantages and commercial interests [12]. In this respect, Kachaner, Stalk [63] find that rather than financial incentives, resilient family firms rely on a culture of commitment and goals to achieve trust, dedication, and efficient teams, which contributes to a high level of employee productivity during both good and bad times.



In addition to performance growth, employee-related CSR is conducive to decreasing financial volatility in hard times, since employees’ loyalty, morale, solidarity and other positive emotions it cultivates are particularly important for companies to effectively respond to crises threats, or challenges, thus preserving their stable financial performance [74]. When encountering adverse events, rather than strike or resign, employees in the company with high level of employee-related CSR are likely to exhibit collectiveness, commitment, and collaboration [11], and therefore understand and work with the company to overcome negative impacts [6,75]. Several studies on resilient firms during economic crises have provided evidence for this point. For example, van Essen and Strike [76] find that compared to non-family companies in times of crisis, resilient family businesses adopt less layoffs and wage cuts, and the number of employees employed and employee benefits are more substantial; Smallbone and Deakins [43] find that rather than layoffs at large companies, resilient SMEs tend to retain and recruit employees, and motivate employees to try different ideas to generate revenues. Lampel and Bhalla [44] find that resilient employee owned businesses (EOBs) have better employee retention (measured by an increase in the number of employees) than non-EOBs, and their employees contribute more to financial performance (i.e., higher level of sales turnover per employee). In line with this, engaging in employee-related CSR can produce insurance-like effects on financial performance during environmental shocks.



Taken together, employee-related CSR can both reduce financial volatility and promote long-term growth. Therefore, we propose the following hypotheses:

Hypothesis 5 (H5).

Employee-related CSR is positively associated with a firm’s long-term growth.





Hypothesis 6 (H6).

Employee-related CSR is negatively associated with a firm’s financial volatility.








2.5. Business-Related CSR and Organizational Resilience


Enterprises are interdependent in the business ecosystem. In order to respond effectively to dramatic changes in the business environment, an enterprise should collaborate with other related entities to acquire access to key knowledge and resources, get support for its innovative activities [47], and provide diversified products or services with flexibility and low cost [4,48,77]. In this respect, Erol and Sauser [78] propose that enterprises should ally with business partners, customers, and suppliers to form an open, integrated, collaborative network. The authors argue that by doing this, “extended enterprises” can connect and integrate information, knowledge, resources, and processes of the whole network in a very effective and efficient way, and thus meet successfully the changing environmental needs.



Good relationships with participants in the business network, i.e., customers, suppliers, and competitors, contribute greatly to enhancing corporate value and accelerating performance growth. Specifically, this intimacy with customers can help an organization to obtain information on the improvement and innovation of its products or services, thus enhancing its brand awareness through continuously providing satisfactory customer experiences. According to Marwa and Zairi [79], continuous and excellent quality management is very essential for a company’s longevity, which requires the commitment of its every members in their daily work, as well as its active attempt to improve facilities, practices, and methods to deliver better products or services to end customers. In a study of Chinese companies in the service industry, Zhang and Jin [80] find that customer-related CSR is conducive to promoting their success and growth. In addition, a resilient organization is likely to establish a wide-ranging business network with its suppliers and even competitors through partnerships, strategic alliances, merger and acquisition. This can help it to utilize resources beyond its own boundaries to flexibly increase diversified, customized products or services at a low cost [81], which not only increases its own economic value, but also brings benefits for every participants [82]. Also, such a business network is an important way for the organization to obtain critical information, maintain vigilance, and improve best practices. Asgary and Li [83] show that CSR aiming at the supply chain’s efficiency can help companies to develop new products, create opportunities for growth, and achieve high financial performance in the long run.



In addition to performance growth, business-related CSR is beneficial to reduce firms’ financial volatility. Winston [84] states that the good customer relationship management can provide protection against fluctuations in market demands, since companies can ensure stable or growing sales remain through active adjustments and innovations in line with customers’ new needs, or stimulate and lead changes in consumer behaviors during the introduction of new products or services. Demmer and Vickery [70] indicate that resilient organizations tend to embed early in customers’ supply chains to fully understand customers’ needs, and therefore continuously provide creative, satisfactory solutions, which greatly distinguishes them from their competitors during economic recessions. Similarly, Sabatino [68] finds that customer-oriented strategic planning of marketing, sales and operations is a noticeable characteristic of resilient companies in the economic crisis, which helps them to reduce financial volatility caused by the recession. In addition, building trust and reciprocity with other business organizations is fundamental to protect a company from being rejected to join as a partner in the business network, which is especially important to get necessary support to effectively control risk and achieve resilience in the event of major environmental changes [41]. Zhang and Ma [85] find evidence that CSR activities can help companies in the transition economy to establish and consolidate good relationships with suppliers, which further contributes to achieving their business goals and creating extensive economic benefits.



Given the above analysis, business-related CSR can both increase long-term growth and reduce financial volatility. Therefore, we propose the following hypotheses:

Hypothesis 7 (H7).

Business-related CSR is positively associated with a firm’s long-term growth.





Hypothesis 8 (H8).

Business-related CSR is negatively associated with a firm’s financial volatility.








2.6. Environment-Related CSR and Organizational Resilience


Environment-related CSR practices are the actions or measures taken by an organization to improve the impact of its business operations on the natural environment. In a study of U.S-based companies, Ortiz-de-Mandojana and Bansal [6] show that by providing opportunities for perceiving environmental changes and creating flexible resource reserves, the social and the environmental practices have a positive impact on organizational resilience measured through improved financial volatility, sales growth, and survival rates.



On the one hand, engagement in environment-related CSR activities contributes to increasing corporate value. In this respect, Winston [84] points out that due to the declining availability and rising price of scarce resources, and severe ecological imbalances in the natural environment, reducing reliance on natural resources can make companies more flexible. The author further state that the companies, which lessen the use of natural materials, energy consumption and waste, and carbon emissions, are likely to acquire distinguished competitive advantages in the future. In other words, the active participation in environment-related CSR activities can help a firm to cut down its resource costs, avoid the risk of natural environment changes, and also create financial benefits in the long term [86]. In a study of Taiwanese manufacturing companies, Chang [17] finds that CSR can help firms to improve their innovation performance of green products, and therefore bring them high level of financial performance. In addition, in the capital market, investors react positively to the disclosure of a firm’ s environment-related CSR performance, that is, investors are likely to make an optimistic estimate of its future cash flow, which results in a rise in its stock price [87].



On the other hand, the environmental-related CSR helps a firm to mitigate the impact of negative events. Companies actively engaging in environment-related CSR can establish a “green” image, and then win favors from the public and especially the stakeholders who pay close attention to the natural environment [88]. This can help a company to mitigate the negative impacts of adverse events, since the public are likely to take into accounts of its previously accumulated “goodwill”, and therefore have an attitude of understanding and support. For instance, Cho and Lee [89] find that environment-related CSR enhances investor confidence in the capital market, giving companies plenty of financing and investment opportunities. Similarly, Ortas and Moneva [46] find that stock investors have confidence in the future development of companies that focus on social and environmental goals, and therefore provide them with opportunities for self-adjustment, which make them more financially resilient during the economic crisis. This demonstrates that environment-related CSR has the performance-insuring effect whereby it helps companies to reduce financial volatility during negative events through provide the necessary resources and support to increase resilience.



Giving the above analysis of environment-related CSR’s performance-enhancing and performance-insuring mechanisms, we propose the following hypotheses:

Hypothesis 9 (H9).

Environment-related CSR is positively associated with a firm’s long-term growth.





Hypothesis 10 (H10).

Environment-related CSR is negatively associated with a firm’s financial volatility.








2.7. Society-Related CSR and Organizational Resilience


The society-related CSR is reflected mainly in a firm’s charity, such as donations to some non-profit organizations and other activities for public good. The role of society-related CSR in organizational resilience lies mostly in the social reputation it brings, which can not only create value and improve performance for companies, but also reduce their financial volatility brought by environmental shocks.



Many empirical studies have found that charitable activities can significantly increase corporate value [90,91], enhance firm growth [74], and bring long-term benefits [92]. For example, File and Prince [93] indicate that charitable donations help companies to obtain both fame and fortune, that is, donations contribute to wining a good reputation and also pumping up product or service sales. Zhao [94] points out that donations help companies gain social legitimacy and political legitimacy, thereby facilitating the resources and capabilities needed for innovation to acquire desired innovation performance. Werner [54] demonstrates that political reputation is an important part of the reputation brought by a firm’ society-related CSR. Political reputation can influence the attitude of policymakers, determine whether companies are qualified to attend in the regulators’ policy-making process, and get access to support for innovative activities, preferential tariff and tax and other favorable policies, which creates great competitive advantages for companies [84,95]. Especially in emerging economies, engagement in society-related CSR can further convey to capital markets a firm’s ability to fill institutional gaps [96], thus stimulating investors’ interest and bringing financing opportunities for its to undertake business expansions. Therefore, the engagement in society-related CSR can contribute to a firm’s performance growth.



Analogous to other dimensions of CSR, society-related CSR can also help companies mitigate the impact of negative events, and therefore avoid significant financial volatility. A company’s activities for social welfare contribute to build a good social image and drawing close the distance between it and the public. As a result, it can acquire much trust, confidence and goodwill from the public [97]. In this respect, Godfrey [98] proposes a model of injury insurance for corporate philanthropy. The author believes that a firm’s charitable activities (e.g., donations) can generate and accumulate moral capital among the public, which can greatly help companies to alleviate the image crisis caused by violations, prevent the sharp decline of trust, restore corporate reputation and therefore maintain stable financial performance under crises or shocks. Consistent with this, Zou and Li [19] find that charitable donations can weaken the spillover effects of brand crises in the capital market, and thus reduce the negative impact of the brand crisis on financial performance. In line of this, through providing needed understanding and support, these positive emotions can help enterprises effectively mitigate the negative impacts of adverse events.



Taken together, society-related CSR can both enhance long-term growth and reduce financial volatility. Therefore, we propose the following hypotheses:

Hypothesis 11 (H11).

Society-related CSR is positively associated with a firm’s long-term growth.





Hypothesis 12 (H12).

Society-related CSR is negatively associated with a firm’s financial volatility.







To sum up, the conceptual framework of this study is shown in Figure 1.





3. Methodology


3.1. Data and Sample


This study argues that CSR-entire and CSR-related activities can provide organizational resilience, which is manifested in promoting long-term growth and mitigating financial volatility. We draw on non-financial listed companies during the period 2010–2017 from China to test our hypothesis. Among them, the CSR scores are obtained from the website of Hexun.com, and financial variables and stock returns are obtained from the China stock market and accounting research database (CSMAR). Excluding the abnormal or missing samples of financial data, we finally got 12,215 annual observations of 2444 listed companies. We conducted a two-way tail reduction processing of continuous variables at the 1% level.




3.2. Variables


The variables and their measurement in this study are shown in Table 1.



Dependent Variables. Organizational resilience in this paper is operationalized as long-term growth and financial volatility. We referred to Ortiz-de-Mandojana and Bansal [6] to measure these two dependent variables. We measured long-term growth as the accumulation of net sales growth over three years. Cumulative growth is a better measure of long-term growth than year-over-year growth because performance growth is likely to be continuous and incremental over time. Consistent with Thomas and Byard [99], Tognazzo and Gubitta [62], and van Essen and Strike [76], we selected three years as the time period to measure firms’ long-term growth. Financial volatility was measured as stock return volatility. For each year, we calculated the standard deviation of the monthly stock return [100].



Independent Variables. In this study, we examine the impacts of CSR and its five specific dimensions on organizational resilience, which results in six independent variables, i.e., total CSR, shareholder, employee, business, environment, and society-related CSR. The measurements of these six variables were directly obtained from Hexun CSR dataset, which provides the annual CSR rating scores of all Chinese listed companies since 2010, the year after Chinese listed companies were officially required to issue their CSR reports. Hexun CSR dataset is regarded as the most comprehensive, latest, authoritative CSR database in China, and thus has been widely applied in relevant empirical studies [101,102].



Hexun evaluates a firm’s CSR score based on five broad elements, i.e., the shareholder, employee, business, environment, society-related CSR activities. It further develops respectively a set of second and third-order indicators to evaluate these five elements. Appendix A shows all the 13 s-order indicators and 37 third-order indicators in total, as well their specific weights in following parentheses, which are assigned according to different industries. The source of data for evaluating the above indicators is Chinese listed companies’ annual CSR reports and financial reports. According to the range of total CSR score, five grades are specified, i.e., CSR score in the range of [100, 80] is recognized for Grade A, (80, 60] for Grade B, (60 40] for Grade C, (40, 20] for Grade D, and lower than 20 for Grade E.



Control Variables. We adopted firm and year fixed effect regression method, which controlled for some time-invariant attributes of a firm. In addition, the following control variables were included. First, we controlled for market-to-book ratio since it has great explanatory power for the long-term performance [103] and stock return [104]. Second, we used the Herfindahl–Hirschman Index (HHI)—calculated by the square sum of the fifty largest enterprises’ market share in a certain market—to take industry concentration into account, for enterprises within a highly centralized industry may favor monopolistic advantages and therefore are likely to sustain stable high performance [76,105]. Third, because slack can provide sufficient funds for enterprises to respond to environment turbulences [62], we controlled for and measured slack through three variables, i.e., selling and administrative expenses, leverage and cash flow [29,76,106]. Finally, since Chinese state-owned enterprises that fulfill political objectives are likely to have easier access to resources, we used a dummy variable to control for enterprises’ nature.




3.3. Results


Table 2 shows descriptive statistics and correlation matrices. All the six independent variables are significantly positively correlated with long-term growth and negatively correlated with financial volatility, which provides preliminary evidence for our hypotheses.



Table 3 reports the regression results of the impact of CSR and its five dimensions on organizational resilience. Model 1 and Model 7 take the total CSR as the independent variable. Model 1 shows a positive and significant relationship (β = 0.0235; p < 0.01) between total CSR and sales growth, indicating that CSR can improve a firm’s long-term growth. Therefore, H1 is supported. In Model 7, the regression coefficient between total CSR and financial volatility was −0.000537 (p < 0.01), indicating that CSR can significantly reduce financial volatility. Thus, we find support for H2.



Models 2–6 take CSR’s five dimensions as independent variables, and long-term growth as the dependent variable. In Model 2, the regression coefficient between the shareholder-related CSR and sales growth is 0.0169, but not significant at the 0.1 level. These findings do not support H3. In Model 3–5, employee-related, business-related and environment-related CSR are taken as independent variables, and the regression coefficients are 0.123, 0.0644 and 0.0836 respectively, which are all significant at 0.01 level, indicating that all these three dimensions of CSR can improve a firm’s long-term growth. Therefore, we find support for H5, H7, and H9. In Model 6, the regression coefficient between the society-related CSR and sales growth is 0.141, but not significant at the 0.1 level. These findings do not support H11. It is to be noted that, the regression coefficient between the employee-related CSR and sales growth is obviously larger than other two significant coefficients, which to some extent indicating that employee-related CSR contributes most to a firm’s long-term growth.



Models 8–12 take CSR’s five dimensions as independent variables, and financial volatility as the dependent variable. The results show that the relationship between the shareholder-related, employee-related, business-related, environment-related and society-related and financial volatility are all significant at the 0.1 level, indicating H4, H6, H8, H10 and H12 are supported.




3.4. Robustness Test Analysis


As the different time periods used for measuring key variables may induce changes in empirical results, in the robustness analysis we use the accumulation of net sales growth over four years as the proxy variable for long-term growth, and weekly stock returns for financial volatility. The regression results shown in Appendix B are the same as those in Table 3, that is, the regression correlations between CSR, its five specific dimensions and financial volatility are still negative and significant; the regression correlations between total CSR, employee-related CSR, business-related CSR, environment-related CSR and long-term growth are still positive and significant; and the regression correlations shareholder-related CSR, society-related CSR and long-term growth are still nonsignificant. Also, compared to other dimensions of CSR, the employee-related CSR still contributes most to firms’ long-term growth.





4. Discussion and Conclusions


Based on the operationalization of organizational resilience as a firm’s long-term growth and financial volatility, this study adopts CSR’s performance-enhancing and performance-insuring mechanism to analyze the impacts of CSR and its five dimensions on organizational resilience. Using the sample of listed non-financial Chinese companies during the period from 2010 to 2017, we find several new and interesting ideas about CSR and its effects on organizational resilience.



First, the engagement in CSR activities can improve a firm’s long-term growth and reduce its financial volatility, which simultaneously supports the theoretical hypotheses of CSR’s performance-enhancing and performance-insuring mechanism. This finding is consistent with the study of U.S-based companies conducted by Ortiz-de-Mandojana and Bansal [6], which shows the positive correlation between the social and the environmental practices and organizational resilience. Also, it further provides empirical evidence to verify and expand related views in extant conceptual or case studies [4,5].



Second, all the five dimensions of CSR, i.e., shareholder, employee, business, environment, and society-related CSR, have a significant negative relationship with a firm’s financial volatility, which supports the theoretical hypothesis of CSR’s performance-insuring mechanism [23]. Because the discussion of CSR’s performance-insuring mechanism has just emerged in last decade, the relevant empirical studies are still lacking, especially the quantitative analysis of CSR’s specific dimensions. In this regard, we provide preliminary explanations and empirical evidence to enrich the existing literature.



Third, as for the performance-enhancing mechanism of CSR’s five dimensions, the empirical result just indicates the significant associations between employee-, business- environment-related CSR and a firm’s long-term growth. The reason why there is no significant relationship between shareholder-related CSR and long-term growth might be that the prudent investment decisions resulted from the requirement of sound financial structure, to some extent, limit the capital support needed to carry out innovative activities. As Kachaner and Stalk [63] point out, the long-lived family firms are likely to miss some business opportunities due to their prudent attitude towards capital investment, which makes them underperform the counterpart non-family firms, even though they can, as a result of cautious investments, benefit from limited risk exposure and therefore undergo less financial volatility during economic recessions.



For society-related CSR, its nonsignificant relationship with a firm’s long-term growth might be due to the Chinese context applied in this study. As demonstrated at the outset, since the concern about CSR in China comes far later than that in developed countries, it is likely to be that due to the lack of social awareness, the performance-enhancing mechanism of society-related CSR has not been established. In this regard, compared to society-related CSR, Chinese enterprises’ long-term growth might be dependent more on their good relationships with internal or major stakeholders, such as employees, customers, and suppliers. This inference can be further supported by the findings that employee-related CSR contributes most to a firm’s long-term growth, as its regression correlation is obviously greater than other two significant correlations.



4.1. Theoretical Contributions


The theoretical contributions of this paper include the following aspects. First, we enrich the body of literature on the antecedents of organizational resilience. Due to the increasingly turbulent business environment, both academics and practitioners have paid much attention to organizational resilience, exploring how to help enterprises cope successfully with the impacts of environmental changes on their earning power profitability [1]. From the perspective of CSR, we discuss the role of the organization’s relationships with various stakeholders on organizational resilience. Different from the extant studies that use a single, composite indicator [19,92] or a broad, confusing classification [25,27,29] to measure CSR, we analyze respectively the impacts of CSR’s five basic dimensions on organizational resilience, i.e., shareholder, employee, business, environment, and society-related CSR, which provides direct, specific, and precise insights of the relationship between CSR and organizational resilience.



Second, this paper enriches the body of literature on the economic consequences of CSR. Prior work on CSR focuses mainly on its impact on a firm’s short-term performance, which has been proved to be positive, negative or even nonsignificant in relevant studies [107,108,109]. These confusing and conflicting findings may be due to the fact that CSR, in a short term, increases a firm’s operational costs and deviates from the goal of maximizing business interests [6]. This paper explores the impact of CSR on organizational resilience, and therefore provides empirical evidence of the relationship between CSR and corporate performance from a long-term perspective. The results show that the impact of CSR on corporate value is positive and cumulative or lagging over time [108]. Therefore, paying attention to this kind of activities will contribute to the long-term survival and development of enterprises [6,110].



Third, consistent with the operationalization of organizational resilience as long-term growth and financial volatility, this paper discusses both CSR’s performance-enhancing and performance-insuring mechanisms. The extant literature has mostly focused on CSR’s performance-enhancing mechanism, discussing whether CSR has a positive impact on corporate performance or not [13,14,15]. Recently, several scholars have come up with that CSR can also provide insurance -like protections to a firm’s financial performance, that is, CSR can protect a firm’s financial performance from being extensively fluctuated during negative or adverse events [23]. Companies committed to CSR are kind of paying premiums, which can provide insurance for mitigating loss of corporate value and reducing financial volatility under crises [111]. Unfortunately, CSR’s performance-insuring mechanism has not yet been fully explored. In this respect, our study supplements this emergent research stream with empirical evidence, and the results show that CSR and its dimensions all have a negative effect on financial volatility.



Forth, this paper enriches the extant literature on CSR and organizational resilience through providing evidence from emerging markets. Existing empirical studies on the economic consequences of CSR and the factors of organizational resilience are concentrated in developed countries and regions [6,26,29,91,112], while the relevant assumptions are seldom examined by companies from the emerging markets [96]. Our study fills this gap and provides the first evidence of the impact of CSR’s different dimensions on organizational resilience in the Chinese context. The results further confirm some theoretical hypotheses developed in previous studies of firms from developed markets. Also, we discover several new ideas that may be specific to the context of China. For example, society-related CSR does not have a significant impact on a firm’s long-term growth, which may be due to the lack of relevant social awareness in China where the concern of CSR came late.




4.2. Managerial Implications


The increasingly turbulent business environment has made it very urgent for companies to build their organizational resilience. CSR is an important and necessary way for companies to achieve their organizational resilience in today’s turbulent environment. Since enterprises are embedded in a social and economic system, they should actively engage in CSR activities to meet the needs of various stakeholders, so as to achieve their long-term sustainability. Our results suggest that the engagement in CSR activities contributes to enhancing long-term growth and reducing financial volatility. On the one hand, CSR can help a firm to build a wide network of knowledge and resources that increases its flexibility, efficiency and innovative activities, and thus facilitate to improve firm performance and stimulate long-term growth. On the other hand, when an enterprise is caught in disruptions, shocks, or crises, CSR can provide insurance-like protections to buffer the negative impacts of adverse events on its financial performance. Therefore, managers and owners should undertake investments in CSR practices and integrate them into the process of strategy formulation.



Furthermore, through providing direct relevance of CSR’s specific dimensions (i.e., shareholder-, employee-, business-, environment, society-related CSR) to organizational resilience, our study has important managerial implications for firms to engage in CSR activities relevant to different stakeholders, so as to better promote firm growth and reduce financial volatility. While our results indicate that no significant relationships between shareholder, society-related CSR and a firm’s long-term growth, it does not mean that shareholder and society-related CSR are not useful for organizational resilience, for they are still important in facing a negative or adverse event. In terms of shareholder-related CSR, as we explain above, the prudent investment decisions in line with the requirement of sound financial structure may impede the capital expenditure for innovative activities. To overcome this, managers and owners should wisely make a trade-off so as to capitalize on business opportunities to acquire high-level performance and growth. As for society-related CSR, its performance-enhancing mechanism is likely to be established with the rise of social concern of CSR in emerging markets. In this regard, managers and owners should engage in CSR activities that bring social welfare so as to build corporate reputation in public, which can also increase firm growth in the future.




4.3. Limitations and Future Research


This paper first explores the impact of CSR’s specific dimensions on organizational resilience, and provides evidence of companies from emerging markets. The results reveal some new findings that deserve further research efforts. Meanwhile, several limitations of this study could be improved. First and most important, our sample is limited to only one country, China, so our research findings may or may not be context-dependent. Since this study comes up with several new findings that are different from those of prior work based on firms from developed countries, e.g., the nonsignificant relationships between society and shareholder-related CSR and a firm’s long-term growth, we encourage future research to re-examine these findings using the sample of firms from other emerging markets, or go into more detail about why some dimensions of CSR have no performance-enhancing effects in a long run. Second, in this study, we do not include specific environmental changes that is essential to judge organizational resilience. Instead, we assess organizational resilience through its long-term outcomes, assuming a firm’s ability to cope successfully with environmental changes is manifested in its persistent superior performance (i.e., high-level growth and low-level volatility over time). Therefore, through giving a specific environmental crisis, future research could draw conclusions about the precise effects of CSR and its different dimensions on organizational resilience.








Author Contributions


The authors contributed equally to this research.




Funding


This research received no external funding.




Conflicts of Interest


The authors declare no conflict of interest.





Appendix A




[image: Table]





Table A1. The indicators of Hexun CSR evaluation.
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First-Order

	
Second-Order

	
Third-Order






	
Shareholder (30%)

	
Earnings (10%)

	
Return on equity (2%)




	
Return on total assets (2%)




	
Profit margin of main business (2%)




	
Profit margin on cost (1%)




	
Earnings per share (2%)




	
Undistributed profit per share (1%)




	
Solvency (3%)

	
Quick ratio (0.5%)




	
Current ratio (0.5%)




	
Cash ratio (0.5%)




	
Shareholder equity ratio (0.5%)




	
Asset-liability ratio (1%)




	
Returns (8%)

	
Dividend-financing ratio (2%)




	
Dividend yield (3%)




	
Dividends-distributable profits ratio (3%)




	
Information disclosure (5%)

	
Number of penalties imposed by the stock exchange on the company and relevant individuals in charge (5%)




	
Innovation (4%)

	
Expenditure on product development (1%)




	
Innovative ideas of technologies (1%)




	
Number of technological innovation projects (2%)




	
Employee (15%)

(10% for consumer industries)

	
Performance (5%)

	
Per capita income of employees (4%) (3%)




	
Staff training (1%) (1%)




	
Safety (5%)

	
Safety inspection (2%) (1%)




	
Safety training (3%) (2%)




	
Care (5%)

	
Awareness of condolences (1%) (1%)




	
Condolences to employees (2%) (1%)




	
Condolence payments (2%) (1%)




	
Business (including suppliers, customer, and consumer interests) (15%)

(20% for consumer industries)

	
Product quality (7%)

	
Awareness of quality management (3%) (5%)




	
Certificate of quality management system (4%) (4%)




	
After-sale services (3%)

	
Customer satisfaction survey (3%) (4%)




	
Integrity and reciprocity (5%)

	
Fair competition among suppliers (3%) (4%)




	
Anti-bribery training (2%) (3%)




	
Environment (20%)

(30%, 10% for manufacturing and service industries respectively)

	
Environmental governance (20%)

	
Environmental awareness (2%) (4%) (2%)




	
Certificate of environmental management system (3%) (5%) (2%)




	
Investment in environmental protection (5%) (7%) (2%)




	
Types of pollution discharge (5%) (7%) (2%)




	
Types of energy savings (5%) (7%) (2%)




	
Society (20%)

(10%, 30% for manufacturing and service industries respectively)

	
Value contribution (20%)

	
Ratio of income tax to total profit (10%) (5%) (15%)




	
Charitable donations (10%) (5%) (15%)








Source: http://stock.hexun.com/2013-09-10/157898839.html.
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