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Abstract: This study examines how an entrepreneurial orientation moderates the effect of corporate
social responsibility (CSR) on family firm performance. Analysis of 174 family firms was conducted
using second-generation, partial least squares structural equation modeling (PLS-SEM) in SmartPLS
3.2.6. A survey of family firms and compliant sustainability reports, made under the rules of the
GRI (Global Reporting Initiative) for these firms yielded the empirical data. This study contributes
to the literature in several ways. First, the analysis shows that GRI reports offer a suitable way
for analyzing CSR because the proposed measures are reliable and valid. Second, CSR actions by
family firms exert a substantial positive influence on these firms’ performance. Third, entrepreneurial
orientation is a good predictor of the success of family firms, positively influencing their performance.
Fourth, entrepreneurial orientation positively moderates the effect of CSR on family firm performance,
enhancing this effect.

Keywords: sustainable entrepreneurial orientation; firm performance; family firms; moderating
effect; PLS

1. Introduction

In recent years, corporate social responsibility (CSR) and entrepreneurial orientation have been
the focus of numerous studies in the business literature. CSR is also a priority for companies and
their management teams [1,2] and lies at the heart of firms’ business activities because of its ability
to create shared value [3]. CSR is a key factor for achieving sustainable economic growth through
greater social cohesion [4]. Accordingly, sustainable development encompasses economic, social, and
environmental goals [5]. Similarly, entrepreneurial orientation is considered a valuable predictor of
business success [6] because of its influence on business performance [7–13] and its capacity to create
value [14]. From a macroeconomic perspective, entrepreneurial orientation is capable of improving the
economy [15] through the creation of wealth and employment [16], and it encourages competition in
an increasingly global business environment [15]. Entrepreneurial orientation is so important that it
may be considered a priority for many governments [17].

Although CSR is a potential source of competitive advantage [18] that positively influences firms’
performance [19–22], certain business behaviors may act as moderators in this relationship. Hence, the
research questions that are addressed in this study justify the study’s relevance. We analyzed the way
entrepreneurial orientation moderates the effect of CSR on business performance. The entrepreneurial
strategies adopted by a firm can shape the actions it takes in response to environmental pressures [23],
allowing the firm to take steps toward sustainability [24]. The theoretical model that we used to
analyze the relationship between CSR and business performance was proposed by Preston and
O’Bannon [25]. Adopting a neutral approach for this model allowed us to consider the moderating
effects of certain variables. We analyzed the moderating effect of entrepreneurial orientation in similar
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terms to the way that other moderating effects have been addressed in other studies (e.g., sales [26]
and competitive strategy [27]). Traditionally, entrepreneurship has been analyzed in terms of its
relationship with economic development [28,29]. Recently, however, studies have emerged that link
entrepreneurship to sustainable development [30–33]. This study advances our understanding of
what is known as sustainable entrepreneurship, which consists of introducing new products and new
business practices that are linked to CSR [24]. This social entrepreneurship leads to the emergence
of sustainable businesses [30,34–36], which create value differently from the way it has traditionally
been created [37]. The scarcity of empirical studies that examine sustainable entrepreneurship [38,39]
justifies this study’s relevance and represents a research opportunity.

This study focuses on family firms because they are a key driver of growth and well-being.
In Spain, family firms account for 89% of active businesses, 57% of Spanish GDP, and 67% of
private-sector employment [40].

1.1. Corporate Social Responsibility (CSR)

Companies must develop ways to compete in an expanding, ever-changing market. Analyses
of what affects business performance are therefore necessary to foster positive factors and curb the
effects of negative factors. Accordingly, CSR has become a priority for companies and managers [41].
Although analysis of CSR dates back to the early 20th century [42,43], it did not become popular until
the emergence of stakeholder theory [44]. Today, CSR is at the heart of many firms’ activities, because
of its ability to create shared value for businesses and society [3].

CSR studies have yielded mixed results regarding CSR’s influence on business performance, with
studies showing that CSR may have a positive, negative, or neutral effect on performance [41,45–47].
Research into CSR in family firms is a recent development in the business literature [48]. The literature
contains two major blocks of research on CSR in family firms:

(1) The first block of research comprises studies that focus on comparative analyses of the different
approaches to CSR in family and non-family firms [32,49–51]. The nature of family firms affects
their behavior toward stakeholders [52–55]. Specifically, family firms are more likely to act in the
interests of their stakeholders [56] because the behavior of family firms is simultaneously driven
by financial and non-financial goals [52].

(2) The second block of research comprises studies that focus on heterogeneity across family firms.
Most of the studies try to analyze how the responsible behavior of the family companies improves
their competitive position [57]. De la Cruz Déniz Déniz and Cabrera Suárez [58] analyzed the
value system of family firms and the CSR actions they develop. Ding and Wu [59] found that the
youngest family firms were concerned less with CSR than with socio-emotional wealth. Finally,
some empirical studies have tried to link social responsibility and financial performance in family
firms [60–62].

There are numerous definitions of CSR. For this study, we defined CSR as the information that is
published in sustainability reports that inform stakeholders and society about the firm’s actions in
economic, social, and environmental spheres [63,64].

The idea that underlies our first hypothesis is that CSR is a source of competitive advantage [18]
and therefore positively influences business performance [19–22,65,66]. Rather than limiting
performance, sustainability efforts based on CSR actually offer firms an opportunity to grow and
develop [67].

Sustainable performance comprises three dimensions that are crucial for firms: the economic
dimension, the social dimension, and the environmental dimension [68,69]. Firms wishing to discover
new business opportunities must adopt a systemic approach to sustainability [70]. Sustainability
management offers a way for firms to differentiate themselves as part of their strategic processes [71–75].
We therefore propose the following hypothesis:

Hypothesis 1 (H1). CSR positively affects the performance of family firms.
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1.2. Entrepreneurial Orientation

Considered highly relevant in a range of social and economic contexts [23], entrepreneurial
orientation has become a key topic in business literature and has led to the creation of extensive
knowledge [76–80]. Entrepreneurial orientation has been redefined many times since its original
conception. The first scholar to discuss entrepreneurial orientation was Miller [7], who described
entrepreneurial orientation as business behavior that is characterized by innovativeness, proactiveness,
and risk-taking [7]. Scholars have since honed this definition, indicating that entrepreneurial
orientation depends on the extent to which change and innovation, risk-taking, and competitive
aggressiveness are encouraged [10,81]. But entrepreneurial orientation can also be linked to the
firm’s capability to undertake activities related to innovation, risk-taking, and pioneering new
actions [79]. Entrepreneurial orientation must be understood as a decision-making process that
affects the firm’s will to innovate, outdo competitors in terms of proactiveness and aggressiveness, and
take risks [82]. In short, entrepreneurial orientation involves the discovery, evaluation, and exploitation
of opportunities to introduce new products or services to the market [15].

For this study, we defined entrepreneurial orientation as a second-order composite consisting
of innovativeness, proactiveness, and risk-taking [7]. Innovativeness refers to the firm’s ability to
support new ideas and experiment, introduce new products, and use creative processes [82–84].
Proactiveness is the firm’s capability to use resources to introduce new products and services ahead of
competitors [10,77]. Risk-taking means undertaking daring actions that use considerable resources [6].
In these dimensions, and therefore in entrepreneurial orientation, purposeful action by managers plays
a central role [16].

Entrepreneurial orientation in family firms has also been addressed by scholars. So Naldi
et al. [85] report that risk-taking in family firms is an important dimension that differs from
entrepreneurial orientation and that is positively associated with proactiveness and innovativeness
yet negatively related to performance. Casillas and Moreno [86] analyzed how the environment
(through the dimensions of dynamism and hostility) moderates the way the generation of the
family firm, the presence of non-family managers, and the presence of the next generation of
the family at the management level affect entrepreneurial orientation (in terms of innovativeness,
proactiveness, and risk-taking). Casillas and Moreno [86] report that environmental dynamism has
a significant moderating effect on the relationship between the presence of the next generation of
the family at the management level and entrepreneurial orientation (innovativeness, proactiveness,
and risk-taking). Similarly, they report that environmental hostility positively affects proactiveness
and risk-taking but not innovativeness. Nordqvist and Melin [87] analyzed the actors, activity, and
entrepreneurial orientation of family firms. Weismeier-Sammer [88] concluded that size influences
the entrepreneurial behavior of family firms. According to Zellweger and Sieger [89], entrepreneurial
orientation is dynamically adapted in long-lived family firms. For Cruz and Nordqvist [90] the
generation of the family firm affects the correlation between external factors (the perceptions of the
competitive environment), internal factors (the presence of non-family managers), and entrepreneurial
orientation. Vecchiarini and Mussolino [91] report that the presence of family members at the
management level and the professionalization of the management influence entrepreneurial orientation.
Garcés-Galdeano et al. [92] report that socioemotional factors influence the entrepreneurial orientation
of family firms. Only Kellermanns et al. [93] note that the entrepreneurial orientation of family firms is
an important success factor. Finally, Schepers et al. [94] report that entrepreneurial orientation improves
family firms’ performance, highlighting the role of socioemotional elements in the relationship.

Studies have shown the existence of a positive relationship between entrepreneurial orientation
and firm performance [7,10,13,95]. In addition to containing studies showing a direct, positive
relationship, the literature also contains studies that analyze the mediating [96–99] and moderating
effects of entrepreneurial orientation [100–103].

The analysis in this study is a response to the following research question: Can entrepreneurial
orientation moderate the relationship between CSR and the performance of family firms? As previously



Sustainability 2017, 9, 1212 4 of 16

explained, analyzing the moderating role of entrepreneurial orientation is a novel approach in the
context of CSR and family firm performance. We therefore propose the following hypothesis:

Hypothesis 2 (H2). Entrepreneurial orientation moderates the effect of CSR on family firm performance.

The theoretical model in Figure 1 illustrates the hypotheses that we propose based on the literature
review. This model captures the moderating effect of entrepreneurial orientation on the relationship
between CSR and family firm performance.
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Figure 1. Proposed research model.

2. Materials and Methods

2.1. Data

Data for entrepreneurial orientation and performance were gathered from responses to a
questionnaire. The questionnaire was developed in Limesurvey v. 2.5 and sent via email to the
highest-ranking executives of a sample of family firms. The sample was drawn from the records of
the Spanish Institute of Family Firms. The questionnaire consisted of five-point Likert-type items
for the dimensions of the CSR, entrepreneurial orientation and firm performance. Data on social
responsibility were gathered from the sustainability reports published by the family firms. The data
collection process, which took place between November 2015 and February 2016, yielded 174 valid
responses (see Table 1).

Table 1. Details of the data collection process.

Sample Size 1045
Context Spain

Responses Received 174
Sampling Procedure Simple random sampling

Confidence Level 95%, p = q = 50%; α = 0.05
Response Rate 16.65%
Sample Error 6.79%

Data Collection Period November 2015 to February 2016
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After collecting the data, we calculated whether the sample size was sufficient to apply partial
least squares structural equation modeling (PLS-SEM). According to Barclay et al. [104], the minimum
number of cases required to apply heuristic regression is 10 times the number of indicators in the scale
with the largest number of formative indicators. In our case, entrepreneurial orientation was formative
and was made up of three variables, which were defined by three dimensions each. It therefore
had nine indicators. Accordingly, in this instance, the minimum number of cases required to apply
PLS-SEM was 90. Our sample consisted of 174 cases and therefore met this requirement.

We also analyzed the statistical power of the sample using the retrospective test [105]. To do
so, we used G*Power 3.1.9.2 [106]. Our sample of family firms had a statistical power of 0.992 (see
Figure 2), exceeding the limit of 0.80, which was established by Cohen [105].
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To test our hypotheses and analyze the direct effect and the moderating effect, we used the
quantitative multivariate technique of partial least squares (PLS) structural equation modeling.
This method allowed us to pursue our research objectives because it was predictive in nature [107,108],
enabled us to observe different causal relationships [109,110], and did not impose strict requirements
in terms of minimum sample size [111]. We used SmartPLS 3.2.6 [112] to conduct the PLS-SEM
data analysis.

2.2. Variable Measurement

2.2.1. Family Firm Performance

In this study, we measured firm performance using the four-item scale proposed by Wiklund
and Shepherd [10], Naldi et al. [85], Chirico et al. [113], Kellermanns et al. [93], and Kraus et al. [6].
The concrete expression of the items used can be seen in the questionnaire included in the Appendix A.

2.2.2. Corporate Social Responsibility (CSR)

Measuring CSR is taxing. To establish a measure for CSR, we first took the sustainability
indices, which reflected the firm’s responsible performance in relation to the firm’s financial
performance [45,114]. By releasing sustainability reports, the firm describes its CSR actions to
stakeholders [4]. The sustainability reports that we analyzed in this study complied with the GRI
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format. Because we used a questionnaire with indices and data on CSR, using GRI-format reports made
it easier to compare data across different firms [115]. In this study, CSR was a composite comprising
three dimensions: economic, social, and environmental. This is known as the triple bottom line
(TBL) [68,116]. The economic dimension consisted of three items, the social dimension five items, and
the environmental dimension three items. The concrete expression of the items used can be seen in the
questionnaire included in the Appendix A.

2.2.3. Entrepreneurial Orientation

To measure entrepreneurial orientation, we used the scale proposed by Miller [7] and modified by
Covin and Slevin [8] and Covin and Miller [78]. This scale comprised three dimensions: innovativeness
(three items), proactiveness (three items), and risk-taking (three items). The concrete expression of the
items used can be seen in the questionnaire in the Appendix A.

2.2.4. Control Variables

The control variables were family size (number of employees), age (number of years since the
company’s creation) and whether the sector had been used in previous studies on family firms [117].

3. Results

To ensure the scales were valid and reliable, we followed the steps proposed by Barclay et al. [104]:

(1) evaluation of the measurement model, and
(2) evaluation of the structural model.

3.1. Evaluation of the Measurement Model

Following Roldán and Sánchez-Franco’s [118] recommendations, the first step was to analyze
the factor loadings, composite reliability, Cronbach’s alpha, and average variance extracted (AVE).
Tables 2–4 present the values for these indicators. All values for these indicators exceeded the
thresholds recommended in the literature. (Carmines and Zeller [119] recommend values greater than
0.7 for the factor loadings, and Fornell and Larcker [120] recommend values greater than 0.7, 0.7, and
0.5 for the composite reliability, Cronbach’s alpha, and average variance extracted (AVE), respectively.).

Table 2. Corporate social responsibility (CSR) composite and indicators.

Composite/Indicators Factor Loading Composite Reliability Cronbach’s Alpha AVE

CSR (second-order type a composite) 0.827 0.882 0.809
Economic Dimension

(first-order type a composite) 0.873 0.880 0.844 0.760

Social Dimension
(first-order type a composite) 0.893 0.923 0.914 0.732

Environmental Dimension
(first-order type a composite) 0.908 0.875 0.836 0.775

Table 3. Entrepreneurial orientation composite and indicators.

Composite/Indicators Factor Loading Composite Reliability Cronbach’s Alpha AVE

Entrepreneurial Orientation (second-order type b composite) 0.850 0.733 0.756
Innovativeness (first-order type a composite) 0.910 0.851 0.770

Innovativeness 1 0.872
Innovativeness 2 0.878
Innovativeness 3 0.883

Proactiveness (first-order type a composite) 0.772 0.765 0.612
Proactiveness 1 0.720
Proactiveness 2 0.897
Proactiveness 3 0.855

Risk-Taking (first-order type a composite) 0.768 0.750 0.630
Risk-Taking 1 0.775
Risk-Taking 2 0.836
Risk-Taking 3 0.749
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Table 4. Business performance composite and indicators.

Composite/Indicators Factor Loading Composite Reliability Cronbach’s Alpha AVE

Business Performance (first-order type a composite) 0.906 0.870 0.656
Business performance 1 0.852
Business performance 2 0.793
Business performance 3 0.857
Business performance 4 0.825

We also calculated the discriminant validity, which measures the extent to which a composite truly
differs from other composites [107]. To calculate the discriminant validity, we compared the values of
the square root of the average variance extracted (AVE) for each composite against the correlations
between the dimensions of that composite [120]. For all dimensions of CSR and entrepreneurial
orientation, the values for the square root of the AVE were greater than the corresponding correlations
(Tables 5 and 6).

Table 5. Discriminant validity of the dimensions of CSR (*).

Economic Dimension Social Dimension Environmental Dimension

Economic Dim. 0.871
Social Dim. 0.667 0.855

Environmental Dim. 0.597 0.648 0.880

(*) The diagonal shows the square root of the AVE (in bold).

Table 6. Discriminant validity of the dimensions of entrepreneurial orientation (*).

Innovativeness Proactiveness Risk-Taking

Innovativeness 0.877
Proactiveness 0.440 0.782
Risk-Taking 0.463 0.348 0.793

(*) The diagonal shows the square root of the AVE (in bold).

We also calculated the heterotrait–monotrait (HTMT) ratio for type a composites. We used the
HTMT ratio to assess the discriminant validity between indicators of the same composite and between
indicators of different composites. For discriminant validity to hold, the values of the HTMT ratio
should be less than 0.85 [111]. The data in Table 7 show that all values were less than 0.85.

Table 7. Heterotrait–monotrait (HTMT) ratio.

CSR EO FP

CSR
EO 0.743
FP 0.636 0.702

Note: CSR—corporate social responsibility; EO—entrepreneurial orientation; FP—firm performance.

Finally, we calculated the HTMTinference from a bootstrapping process with 5000 subsamples.
The resulting interval contained values that were smaller than 1, confirming discriminant validity
(Table 8).

Table 8. HTMTinference.

Original Data (O) Mean (M) 5.0% 95.0% Mean (M) Bias 5.0% 95.0%

CSR→ FP 0.636 0.622 0.275 0.657 0.412 −0.014 0.277 0.658
EO→ FP 0.702 0.696 0.258 0.758 0.414 −0.006 0.247 0.754

Note: CSR—corporate social responsibility; EO—entrepreneurial orientation; FP—firm performance.
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We thus confirmed that the indicators we used to measure the proposed composites were reliable
and had discriminant validity.

Entrepreneurial orientation was operationalized as a second-order type b composite obtained
in two stages from the scores of latent variables [121]. To validate the entrepreneurial orientation
composite, we followed Diamantopoulos et al.’s [122] recommendations. The indicators for each
composite did not cause problems of collinearity [123]. Problems of collinearity can arise when the
variance inflation factor (VIF) is greater than or equal to 5 [124]. In this study, we did not observe any
problems of collinearity (Table 9).

Table 9. Collinearity of entrepreneurial orientation.

Factor Loadings (λ) VIF

Innovativeness 0.478 1.905
Proactiveness 0.429 1.703
Risk-Taking 0.308 1.28

3.2. Evaluation of the Structural Model

The analysis of the structural model confirmed that CSR had a positive impact on the performance
of family firms. The path coefficient was 0.736 (greater than the minimum threshold of 0.2 proposed
by Chin [125]). Furthermore, this effect was significant (t value 16.672, based on t (4999) one-tailed test
at a significance level of p < 0.001), with CSR capable of explaining 65.8% of the variance in family firm
performance. The results of the analysis therefore corroborate the first hypothesis.

The moderating effect of entrepreneurial orientation was positive and significant because the path
coefficient was 0.210 and the t value was 5.019 (see Table 10). In addition, the moderating effect of
entrepreneurial orientation caused the influence of CSR on the performance of family firms to increase,
such that it was capable of explaining 70.7% of the variance (see Table 10). Finally, the effect size of the
moderating effect was moderate, with an f2 value of 0.17 [126].

Table 10. Structural model.

R2 B T Value

Model 1: CSR→ FP 0.658 0.736 16.672

Model 2: CSR→ FP 0.678 0.415 5.094
EO→ FP 0.413 4.632

Model 3: CSR × EO→ FP 0.707
0.398 4.657
0.396 5.076
0.210 5.019

Note: CSR—corporate social responsibility; EO—entrepreneurial orientation; FP—firm performance.

None of the control variables were relevant or significant. The coefficients were less than 0.2, and
the t values were less than the recommended value (see Table 11).

Table 11. Control Variables.

Variable β T Value

Age −0.099 0.670
Sector −0.092 0.525
Size −0.058 0.403
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To complete the analysis of the structural model, we calculated the goodness of fit of the model
using the standardized root mean residual (SRMR), as recommended by Hu and Bentler [127] and
Henseler et al. [111]. The SRMR was 0.07 (less than the limit of 0.08 set by Henseler et al. [111]).

4. Discussion

The results imply that measuring family firms’ CSR through the GRI triple bottom line [63–65] is
suitable because all indicators had acceptable values for reliability and validity. Therefore, consistent
with the findings of previous studies, our results confirm that CSR can be considered a second-order
type a composite, comprising economic, social, and environmental dimensions [64].

Consistent with findings from previous studies for larger and smaller firms [2,22,128–130],
our results imply that family firms that engage in CSR activities improve their performance.
This improvement in performance is substantial because CSR is capable of explaining 65.8% of the
variance in the performance of family firms. This study thus fills a major gap in the literature; namely,
the analysis of CSR in family firms through sustainability reports, the publication of which in itself
represents a CSR action [5].

The results for the moderation model imply that entrepreneurial orientation positively moderates
the influence of CSR on the performance of family firms, as demonstrated by the positive path
coefficient (0.210) and the increase in the variance explained to 70.7%. Furthermore, entrepreneurial
orientation was observed to have a moderate effect size on the relationship between CSR and the
performance of family firms.

Sustainable entrepreneurship has evolved into a dynamic concept. Sustainable entrepreneurs
must seek business opportunities that can lead to better economic, social, and environmental
performance [33,131,132]. Sustainable firms must consider the social, economic, and environmental
expectations of their stakeholders [133,134], so they must integrate social, economic, and environmental
aspects into their products and services [135,136]. The influence of CSR and entrepreneurial orientation
on the performance of family firms is determined by purposeful actions by managers [16], which in
turn are determined by the history and tradition of the firm and the nature of the family that manages
the business.

The limitations of this study relate to the way CSR and entrepreneurial orientation were measured.
The dimensions could have been specified independently to evaluate the effect of each dimension
on performance and assess the moderating effect of each dimension of entrepreneurial orientation.
Another limitation relates to our failure to consider the effect of ownership on the influence of CSR in
family firms. We also overlooked the influence of context on the way each of the dimensions of CSR
and entrepreneurial orientation develop.

An interesting line of research for future studies would be to compare the behavior of family and
non-family firms to confirm that entrepreneurial orientation plays a moderating role and assess its
effect. Occasionally, firms are too small to develop new products, projects, or services. Future studies
should therefore analyze the entrepreneurial orientation derived from possible cooperation agreements.
Such agreements allow firms to engage in joint learning and develop new sources of competitive
advantage [137]. Another research opportunity would be to analyze young family firms that are
highly innovative [17], run by women [138], and, above all, develop sustainable innovations [24].
Finally, it would be of interest to analyze the influence of corporate governance on CSR [138] and
entrepreneurial orientation [139].

Author Contributions: All authors attest to making substantial, direct, intellectual contributions to this research
and approve of its publication.

Conflicts of Interest: The authors declare no conflicts of interest.



Sustainability 2017, 9, 1212 10 of 16

Appendix A

Questionnaire

Please answer with an X in each question on a scale of 1 to 5; where 1—totally disagree;
5—totally agree.

Entrepreneurial Orientation

1 2 3 4 5
Innovativeness
My company favors a strong emphasis on R&D, technological development and innovation.
In the last 5 years, my company has started new businesses or introduced new products.
My company has often made dramatic changes to products and services.
Proactiveness
My company typically responds to the actions initiated by competitors and rarely initiates changes in
their sector.
My organization is often the first business to introduce new products or services, administrative
techniques, operating technologies, etc.
My organization typically seeks to avoid competitive clashes, preferring a “live-and-let-live” posture.
Risk Taking
My company prefers to engage in investment projects with moderate risk because expectations for
returns are better.
Given the dynamic environment, my company prefers to engage in investments that show incremental
behavior, starting with small investments and gradually increasing the commitment of resources.
When confronted with decision-making situations involving uncertainty, my firm typically adopts a
cautious, “wait-and-see” posture in order to minimize the probability of making costly decisions.

Corporate Social Responsibility

Please answer with an X in each question on a scale of 1 to 5; where 1—totally inadequate, and
5—fully adequate

1 2 3 4 5
Economic dimension
Purchases
Monetary donations and taxes
Economic reserves and balance sheet provisions
Social dimension:
Personal expenses
Training expenses
Employees with exclusion
Certifications and awards
Interest groups and external initiatives
Environmental dimension
Energy consumption
Use of recycled material
Recycling of products

Firm Performance

Compare the following financial variables in relation to your competitors. Please answer with an
X in each question, on a scale of 1 to 5; where 1—is much less than its competitors, and 5—much
more than its competitors.

1 2 3 4 5
Average annual sales growth in the last year
Growth of market share in the last year
Profit growth in the last year
Growth in the return on capital
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