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Abstract: The pressure of society for firms to adopt socially responsible behavior is evident. Yet,
Corporate Social Responsibility (CSR) needs an economic justification. In response to this, there exists
a comprehensive literature that analyzes the possible relation between social and business financial
performance. During the last decade, the literature has been heading toward the carrying out of
dynamic studies as researches find that the relationship between social and financial performance
is not static. The purpose of this work is to analyze the relevance for the financial performance of
Spanish listed firms of maintaining their responsible behavior. To do so, we carry out a comparison
between two analyses—one cross-sectional, and the other longitudinal—to be able to conclude
whether or not adopting responsible criteria makes a difference in business financial performance in
the short and long-term. Some of the results obtained in the cross-sectional study are consolidated
in the long-term study. In this sense, responsible firms exhibit a higher systematic risk and have
greater size. As a conclusion, be responsible does not mean less stock profitability or a lower
business result. It certainly contributes to firms continuing to voluntarily incorporate good corporate
social responsibility practices into their business models. What is more, these results support the
governmental policies and initiatives that bolster corporate social responsibility.

Keywords: corporate social responsibility; social performance; financial performance; sustainable
companies; sustainable index

1. Introduction

The possible nexus between corporate social responsibility (CSR) and financial performance
continues being the cause of a continuous debate [1]. The broad literature on the topic in the last
decade indicates that: (i) most of the studies on the topic focus on British or American enterprises [2];
(ii) the results obtained are contradictory and heterogeneous fundamentally due to the use of unique
and are not very homogeneous measures of social responsibility [3]; and, (iii) there are differences in
the relation between CSR and financial performance in the short and long-term [4].

Responding to the need for more research in the Spanish area and avoiding the use of single and
hardly homogenous measures, we study the firms that belong to the sole Spanish responsible index:
the FTSE4Good IBEX. It is a multidimensional indicator of responsible behavior whose criteria are
made public at an international level. This is why, for the purposes of this work, firms that belong
to the Spanish responsible index are considered socially responsible. It is understood that the firms
that are listed in these indexes must have a greater social performance than those that are not in them.
Due to this, firms that belong to this responsible index on an ongoing basis are credited with a better
CSR management than those that have never been in the index.

A sustainable index for Spanish listed firms having existed since 2008 enables us to know those
firms that stand out for their responsible behavior in the Spanish values market. The FTSE4Good IBEX
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is a part of the FTSE group of indexes, and is drawn up by the British ethical qualification agency
EIRIS in collaboration with its Spanish partner ECODES. EIRIS is an organization funded by religious
and charitable bodies to investigate firms’ social, ethical and environmental policies and the advances
that they make. The FTSE group announced in September 2013 that the group itself will administer
the new rating methodology, which will deal with 14 sustainability topics and more than 300 specific
indicators; ECODES is a foundation dedicated to the research and analysis of Spanish firms which are
in the main stock market indexes.

Therefore, the composition of the indexes reflects the qualification these agencies award and
which they are responsible for. Moreover, every year this composition is subject to a review process in
March and September to check the firms’ fulfillment of the social and environmental requirements.

The purpose of this work is to analyze the relevance for financial performance of firms maintaining
their responsible behavior. To do so, we carry out a comparison between two analyses—one
cross-sectional, and the other longitudinal—to be able to conclude whether or not adopting responsible
criteria makes a difference in the business financial performance in the short and long-term.

The first analysis is a cross-sectional study carried out at the time of the publication of the Spanish
responsible index. Here, we analyze the possible existence of differences in the financial behavior of
the firms belonging to the FTSE4Good IBEX in 2008, when the index was published. We compare these
firms to others that were not included in the index because of not meeting the requirements. To do so,
we have carried out a discriminant analysis, a multivariate dependence technique that can detect a
series of distinguishing characteristics that differentiate between two previously defined groups.

The second is a longitudinal study from 2008 to 2013. Its objective is to analyze if the firms
which made up the FTSE4Good IBEX in 2008 and which were still in it in 2013, differ in their
financial performance from those firms that have never been part of the sustainable index during
this period. The methodology used is the Mixed analysis of variance (Mixed ANOVA), as it allows
for the introduction of the time factor when comparing the mean value of the variables between the
companies listed in the FTSE4Good IBEX social responsibility index and those firms that are not listed
in that index.

Both studies mean to identify the possible differences in the financial behavior of the socially
responsible firms with two distinct time horizons. Consequently, their results enable conclusions
to be reached. These are about the relevance or non-relevance of maintaining responsible behavior
and the appearance of differentiating aspects in the financial performance of the responsible index
firms. In this sense, the most recent literature points out that it is in the long-term that the adopting of
responsible criteria could be related with an improved financial performance.

To achieve our objective, the work has been divided into the following sections. After this
introduction, we include a review of the extant literature concerning the different CSR approaches and
its link with achieving financial results across different time horizons. Then, we present the empirical
study that we carried out. Finally, there is a discussion of the results and our conclusions.

2. Literature Review

The main CSR theories can be grouped based on their predominant approach, according to how
the relation between society and firms is envisaged [5].

The literature identifies three major CSR approaches [6] connected with different arguments:
the regulation approach, linked to a moral obligation; the descriptive approach, related with aims of
legitimacy and approval; and, the instrumental approach, based on corporate reputation. The strategic
approach was then added to these three approaches [7]. This brings together the previous arguments
and adds value creation shared between society and the firms. Given that these approaches are not
mutually exclusive but can in fact turn out to be complementary [6] a number of them can coexist in
the same theory [5].

According to Boesso et al. [8] firms will adopt the approach, or a combination of approaches,
according to their targets for their different CSR initiatives. Leaving aside the regulation approach,
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founded exclusively on ethical or moral reasons, the descriptive, instrumental, and strategic approaches
argue that there is a possible positive relation between CSR and financial results.

A firm which adopts a descriptive approach does so moved by seeking sustainability and
approval—"a license to operate”—whether it be a government, a community, or the rest of the
stakeholders [9]. It is centered on providing information concerning the Triple Bottom Line
indicators (social, environmental, and financial), describing the firm’s behavior in its relation with
the stakeholders [10]. Sustainability is based on respecting and serving the community and the
environment. This is put into practice avoiding behavior that causes social or environmental
detriment [11].

Institutional Theory and New Institutionalism are theories that support this approach, being
a school of thought focused on the way in which institutions interact and their effects on society.
According to this theory, firms seeking to achieve social legitimacy carry out actions, practices,
or processes, which are considered appropriate or desirable within the system of regulations, values,
and beliefs of the institutional environment.

As to the possible link between the descriptive approach and financial performance aims, it seems
hardly likely that firms mean to associate them in the short-term: firms mean to build relations of
trust with their interest groups and this takes time [12]. Therefore, by its very nature, the descriptive
approach, whose basis is an efficient investment strategy for the future, could contribute to improving
the financial performance in the medium term [8].

On the other hand, the instrumental CSR approach is established on its reputation as a means
of creating a competitive advantage and of achieving financial performance aims. From this point
of view, firms endeavor to commit themselves to those groups of stakeholders which may influence
financial performance, creating relations of trust that enable them to attain shared objectives in the
most efficient manner possible [13].

One of this approach’s underlying theories is Agency Theory [14,15]. This upholds that there is
a trustee relation between managers and owners, presenting the shareholders as principals and the
managers as agents of the owners or shareholders. One of the management’s interests is to achieve
a good reputation with the shareholders, reducing the conflicts stemming from the principal-agent
relation by applying socially responsible practices.

However, decision-making becomes more complex if the preferences of other groups, as well as
the interests of the shareholders, are taken into account. In this sense, Stakeholder-agency theory [16]
proposes that the managers can be considered as agents of all the stakeholders. The latter are
differentiated by the importance of their participation in the firm and their power vis-a-vis the
executives [17]. There is therefore considerable friction in the stakeholder-executive relationship due to
“some participants’ ability to retard equilibrating adjustments that are unfavorable to themselves” [6]
(p. 78). The stakeholders thus connect with the executives to achieve mutual aims in the most efficient
manner possible.

According to Falck and Heblich [18], the instrumental approach can provide the firm with
advantages to identify trends or market changes, enabling it to act swiftly in order to stabilize itself
and be in the vanguard of change. It can also help firms to proactively construct competences via the
analysis of their skills, processes, and systems. This increases the organization’s capacity in the face of
change, turbulence, and crises [19].

Consequently, according to Greenley et al. [17], the managers who adopt an instrumental CSR
approach mean to achieve short-term performance aims. These objectives vary over time. This is due
to the preferences of one or another group of stakeholders, according to their capacity to contribute
to the firm’s aims. In this vein, Boesso et al. [8] find empirical evidence of a relation between the
instrumental CSR approach and improved financial performance in terms of short-term measures.

Lastly, under the strategic approach, CSR goes beyond behaving as a “good citizen” or mitigating
the possible negative effects of the organizations on society. It does so by incorporating specific
initiatives that generate benefits for the firm and its environment or the context in which it competes.
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As a consequence, the effects of society on the firm and the firm on society come together to construct a
shared value: “When value chain practices and investments in competitive context are fully integrated,
CSR becomes hard to distinguish from the day-to-day business of the company” [7] (p. 89).

In this line, Freeman [20] proposed the so-called Stakeholder Theory, in which he argues that
paying systematic attention to the interests of the different groups is vital for the firm’s success.
This is because incorporating their demands into the firm’s decisions can generate valuable intangible
assets, as they may be a source of competitive advantages. At the beginning, therefore, considering the
interests of the groups involved plays an instrumental role in the improvement of the firm's results [21].

This theory later evolved to incorporate shared value generation and to integrate ethics and
sustainability into the economic perspective of capitalism [22].

CSR hence means a new philosophy that permeates all the organization. It is a new strategic tool
for the firm that, along with obtaining profits, takes into account people and the environment. That is
to say, it incorporates the triple line of results (social, environmental, and financial) in its strategies,
policies, and business operations [23].

In this sense, the potential benefits of CSR have been associated in the literature with developing
an appropriate relation with the different stakeholders [12,24-27].

The results of previous research indicate that CSR initiatives can revive or strengthen the
differentiation of products in the market [28], refine aspects of efficiency in process costs [29,30], attract
better human capital [31,32], and improve other intangible assets, such as business reputation [33].

Together with the Stakeholder Theory, the Theory of Resources and Capacities presents a
strategic approach based on firms’ internal properties and attributes as a tool for differentiation
and competitiveness in the market [34]. Corporate reputation is thus identified as one of the keys
to competitive success and is defined as the firm’s image, built over time by the different interest
groups [35-37]. As it is a source of competitive advantages sustained in the long-term, CSR is among
the resources available to firms to achieve a better corporate reputation [38].

The empirical works of Fombrum and Shanley [39], McGuire et al. [40], Hart [41], Hillman and
Keim [25], McWilliams and Siegel [42], Porter, and Kramer [7] and Verschoor [43] stand out for having
verified the benefits associated with a good reputation.

The relation between the strategic CSR approach and a better financial performance has been
considered. Michelon et al. [44] and Tang et al. [45] noted that the positive effect of these initiatives on
the business performance is stronger, both in market and accounting performance measures, when a
firm seeks CSR initiatives that are related with the preferences of its stakeholders. On the other
hand, Boesso et al. [8] argue the possibility of attaining of financial aims in both the short and the
medium term, as they define the strategic approach as a combination of the descriptive approach
and the instrumental approach. Nonetheless, authors such as Porter and Kramer [46] and Wang and
Bansal [47], among others, relate the strategic CSR approach with the long-term financial performance
aims. This is because when CSR is conceived as specific actions isolated from the business strategy;,
inconveniences such as the monetary cost or agency problems between the owners and the managers
may absorb its benefits or advantages.

This work’s empirical study analyzes the possible existence of differences in the short and
long-term financial performance for Spanish listed responsible firms. There is empirical evidence
concerning the differences in the relation studied when it is analyzed in the short and long-term [3].
In the works of Ogden and Watson [48] and Garcia-Castro et al. [49], while CSR has a negative impact
on profitability in the short-term, the sign of the relation becomes positive in the long-term. Also,
Lopez et al. [50] find that the negative link of the first years between social and financial performance
loses its intensity in the medium and long-term. Nevertheless, there are also works that show a positive
impact of CSR on the performance variables in the short-term, such as a growth of sales and no relation
of a long-term impact in variables, such as the accounting cost [51].
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3. Empirical Study
This empirical research work includes two differentiated studies:

1. A cross-sectional study carried out at the time of the publication of the Spanish responsible index,
where we analyze the possible existence of differences in the financial behavior of the firms
belonging to the FTSE4Good IBEX in 2008 and compare these firms to others which were not
included in the index because of not meeting the requirements.

2. A longitudinal study from 2008 to 2013, where we analyze if the firms which made up the
FTSE4Good IBEX in 2008 and which were still in it in 2013, differ in their financial performance
from those firms which have never been part of the sustainable index during this period.

3.1. Cross-Sectional Study

In the cross-sectional study carried out when the Spanish responsibility index was published,
the hypothesis proposed was that the firms included in the FTSE4Good IBEX in 2008 might differ in
their financial-economic variables with respect to firms included in IBEX, its reference stock index.

The FTSE4Good'’s selection system, based on globally recognized codes of conduct, includes both
negative or exclusion criteria and positive or inclusion criteria. This assures the fulfillment of social
and environmental standards, as well as the dialogue of investors with the firm and the exercising of
voting rights to encourage firms to improve their social or environmental performance.

As to the exclusion criteria, the FTSE rejects firms that produce tobacco and those that make
nuclear arms. The inclusion criteria have to do with the management of environmental risks, climate
change, human and labor rights, work standards in the supply chain, and the rejection of corruption,
among others.

To verify the hypothesis proposed, our study population was the 87 firms that comprise the
FTSE4Good IBEX source indexes. We considered as responsible firms the 32 that belonged to the
FTSE4Good IBEX in November 2008. The remaining 55 firms were not qualified as such.

Discriminant analysis was used, being appropriate to identify which variables enable the
distinguishing between the two groups of firms. As discriminant analysis is categorical, a logistic
regression was additionally carried out to include the sector variable.

Social performance was defined as a dummy variable that takes value 1 if the firm belongs to the
responsible index and 0 if it does not. Both accounting variables and market variables were used as
financial performance indicators. The financial-economic information of the firms that make up the
sample was taken from the SABI database (Iberian Balance Sheets Analysis System). The variables
that require stock information refer to the November 2007 to November 2008 period. The rest of the
variables that need accounting information correspond to the financial year 2007.

This alternative of combining both types of measures is the one most recommended in previous
research works. Furthermore, it was considered fitting to include the control variables most studied,
due to their possible influence: size, debt ratio and sector (Table 1).

The results of the logistic regression showed that the sector the firm belongs to do not make a
difference between the two groups of firms. As to the rest of the variables, the logistic regression
indicated the Beta coefficient and the debt ratio as those having a significance coefficient of 95%
(Table 2).

Concerning the discriminant analysis, an initial function D1 was calculated from the standardized
coefficients of the canonic discriminant functions. Its capacity to differentiate between groups is
evaluated through Wilks’ lambda, checking if the differences of the measures of the two groups
are significant.

D1 =0.198 VOL + 0.461 o« + 0.232 3 + 0.191 PBV + 0.425 DBT — 0.130 ROE + 0.484 SZE — 0.265 EPS.

where VOL = Volatility, o« = Alfa, 3 = Beta, PBV = Price to book value, DBT = Debt ratio, ROE = Return
on equity, SZE = Size, EPS = Earnings per share.
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The Wilks’ lambda of this initial discriminant function (0.796) is statistically significant. Yet, being
close to 1, it is not powerful enough to make differences between the groups.

Table 1. Financial performance variables.

Variable Description
Alpha coefficient Excess yield on systematic risk of security
Beta coefficient Systematic risk of security
Volatility Degree of fluctuation in the share price

Return on equity (ROE) Ratio between net income and shareholder’s equity

Earnings per share Ratio between net income and number of shares

Price to book value Share Price divided by the book value per share

Debt ratio Total liabilities divided by total assets

Size Natural logarithm of the total assets

Sector Dummy variable, which takes value 1 if the company belongs to the service sector

and value 0 if it is an industrial company

Table 2. Logistic regression results.

95% C.I. for EXP(B)

B S.E. Wald df Sig. Exp(B)
Lower Upper
Sector —0.210 0.558 0.142 1 0.706 0.810 0.272 2418
Alpha coefficient 3.393 1.749  3.762 1 0.052 29.754 0.965 917.259
Beta coefficient 2.269 1.001 5.136 1 0.023 9.671 1.359 68.822
Price to book value 0.001 0.028  0.001 1 0.970 1.001 0.947 1.058
Debt ratio 2.537 1.036  5.994 1 0.014 12.647 1.659 96.425
ROE —0.003 0.008 0.141 1 0.707 0.997 0.983 1.012
Earnings per share —0.148 0.202 0.542 1 0.462 0.862 0.581 1.280

Therefore, in a second phase, the variables were selected which contribute to minimizing this
value. Table 3 shows how the variables that succeed in discriminating between the firms belonging
to one group or another are the Alpha coefficient, the Beta coefficient, the debt ratio, and the size.
These are the variables considered to elaborate the final discriminant function (D2). Its Wilks” lambda
(0.821) tha is statistically significant. This indicates that the function has the capacity to distinguish
between groups.

D2 =0.365 « + 0.431 3 + 0.528 DBT + 0.324 SZE

where o = Alfa, B = Beta, DBT = Debt ratio, SZE = Size.

Table 3. Test of equality of group means.

Wilks” Lambda F df1 df2 Sig.

Volatility 1.000 0.001 1 84 0.978
Alpha coefficient 0.944 4.965 1 84 0.029
Beta coefficient 0.951 4.302 1 84 0.041
Price to book value 0.996 0.318 1 84 0.574
Debt ratio 0.922 7.112 1 84 0.009
ROE 1.000 0.001 1 84 0.975

Size 0.867 12.939 1 84 0.001
Earnings per share 0.997 0.282 1 84 0.596
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3.2. Longitudinal Study

The following hypothesis is proposed in the longitudinal study: firms belonging to the FTSE4Good
IBEX social responsibility index will in the long-term achieve a greater financial performance than
those firms which do not belong to this index.

To verify this hypothesis, we analyzed if the performance indicators of firms that were in the
sustainable index when it appeared and remained in it during the 2008 /2013 period (23 firms) were
different from those which have never been in this index (37 firms).

Based on the literature review carried out concerning the financial performance measure used in
the empirical research, and following the trend of employing Return on equity (ROE) along with Return
on assets (ROA), the study of this financial performance measure is considered appropriate [52,53].
Tobin’s Q is included due to the relevance of this variable in the literature on CSR, especially in recent
years [30,54-58].

The variables that record the different aspects of financial performance, and also the control
variables (size, debt ratio, and sector) are shown in Table 4. Social performance (FTSE) is defined as
belonging to the responsible index in the 2008 /2013 period (Box 1).

Table 4. Financial performance variables.

Variable Description
Alpha coefficient Excess yield on systematic risk of security
Beta coefficient Systematic risk of security
Return on equity (ROE) Ratio between net income and shareholder’s equity
Return on assets (ROA) Ratio between net income and total assets
Earnings per share Ratio between net income and number of shares
Tobin’s Q Ratio between market value + liabilities and total assets
Debt ratio Total liabilities divided by total assets

Natural logarithm of the total assets (Transforming the asset in the Napierian
Size logarithm of its value avoids the problems derived from the lack of normality in
this variable’s distribution)

Dummy variable, which takes value 1 if the company belongs to the service

Sector rel . .
sector and value 0 if it is an industrial company

Box 1. Social performance variable.

Corporate social responsibility: Belonging to the responsible index. Dummy variable with two levels: 0 for
the firms which comprise the eligible universe index but have not been in it during the period analyzed, and 1
for the firms which belonged to the FTSE4Good IBEX in 2008 and remained in it until 2013.

Time: 6 levels, years 2008/2013

For the FTSE variable (0 and 1), the analysis of frequencies shows that 36 firms do not belong to
the responsible index (value 0) and 22 firms do belong to it (value 1): 62.1% as compared to 37.9%.

The sector variable also has two categories (0 and 1), 22 firms belong to the industrial sector
(value 0) and 36 firms are in the services sector (value 1): 37.9% as compared to 62.1%.

A two-factor Mixed ANOVA was carried out to evaluate the individual and joint effect of
belonging to the responsible index (inter-subject factor) and of time (intra-subject factor) on the
different financial performance variables.

Of the effects analyzed, it is the interaction between time and belonging to the index that indicates
the possible existence of differences over time between the two groups of firms considered.

Regarding the study of the control variables via the Chi-squared test, the possible existence of
a significant relation between belonging to the social responsibility index and the sector is analyzed.
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Table 5 shows that as its significance level is over 0.05, the sector is not a variable that affects the
relation between belonging to the index and financial performance.

Table 5. Chi-Square Tests.

Value df  Asymp. Sig. (2-Sided)  Exact Sig. (2-Sided)  Exact Sig. (1-Sided)

Pearson Chi-Square 0.134 1 0.715
Continuity Correction 0.007 1 0.931
Likelihood Ratio 0.133 1 0.715
Fisher’s Exact Test 0.784 0.463
Linear-by-Linear Association  0.131 1 0.717
N of valid cases 58

Regarding the possible relation between the other two control variables—the size and the debt
ratio—and belonging to the responsible index, the ANOVA results show that the size is significantly
different over time in the two groups analyzed, while the debt ratio is similar in both groups of firms
(Table 6).

Table 6. ANOVA FTSE-Size and FTSE-Debt ratio.

F df p np2
Size*Time 13.880 1.739 0.000 0.199
Size*FTSE*Time 6.407 1.739 0.004 0.103
Size*FTSE 33.453 1.56 0.000 0.374
Debt ratio*Time 0.795 2.575 0.482 0.014
Debt ratio*FTSE*Time 1.945 2.575 0.134 0.034
Debt ratio*FTSE 1.415 1.56 0.239 0.025

The analysis begins by carrying out Box’s test for equality of variances-covariances matrices.
In the Mixed Factorial ANOVA, as well as the sphericity test, an additional supposition must be
established: that the matrices of the intra-subject factor must be equal in each of the inter-subject levels.
If the value obtained in Box’s test is significant, the null hypothesis is rejected and it is concluded that
the matrices are not statistically equal. In this case, it is necessary to adjust the degrees of freedom
of the theoretical F using the correction coefficients (epsilon), as is hereafter explained. In the case of
accepting the null hypothesis, it is concluded that the matrices are equal and the sphericity test will,
in the case of not being proven, indicate the need to apply the correction coefficients. This only takes
place in the case of the Beta coefficient.

The sphericity of the matrix of the design’s covariances is then validated via Mauchly’s sphericity
test. If the sphericity test provides a significant value, the sphericity cannot be assumed and it is
therefore necessary to evaluate the epsilon values to select the most appropriate correction. To be
able to use the F statistic in non-sphericity conditions, the degrees of freedom of F must be corrected,
multiplying them by the estimated value of epsilon. In the study carried out, this takes place for all
of the variables and given that the significance level of epsilon is <0.75, than the Greenhouse-Geisser
correction must be used.

Table 7 shows the results obtained by the Mixed ANOVA—one for each variable of the
financial performance.
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Table 7. ANOVA results.

F df r np?
Alpha coefficient*Time 0.661 1.001 0.420 0.012
Alpha coefficient*FTSE*Time 0.636 1.001 0.429 0.011
Alpha coefficient*FTSE 0.737 1.56 0.394 0.013
Beta coefficient*Time 8.104 3.735 0.000 0.126
Beta coefficient*FTSE*Time 3.124 3.735 0.018 0.053
Beta coefficient*FTSE 14.643 1.56 0.000 0.207
ROA*Time 7.477 2.361 0.000 0.120
ROA*FTSE*Time 0.814 2.361 0.463 0.015
ROA*FTSE 0.001 1.55 0.978 0.000
ROE*Time 5.909 2.410 0.002 0.097
ROE*FTSE*Time 1.544 2.410 0.213 0.027
ROE*FTSE 2.620 1.55 0.111 0.045
Tobin’s Q*ime 1.065 2.343 0.356 0.019
Tobin’s Q*TSE*Time 1.691 2.343 0.183 0.030
Tobin’s Q*FTSE 1.381 1.55 0.245 0.024
Earnings per share*Time 0.164 1.723 0.817 0.003
Earnings per share*FTSE*Time 0.141 1.723 0.839 0.003
Earnings per share*FTSE 0.292 1.55 0.591 0.005

Of all the variables analyzed, the Beta coefficient presents differences over time in both groups of firms.

4. Discussion of Results

The results of the cross-sectional study carried out in 2008, when the Spanish responsibility index
was created, show that the FTSE4Good IBEX firms have a greater systematic or market risk, an added
profitability for the same level of systematic risk, a higher debt ratio, and a larger size.

On the other hand, the longitudinal study indicates that the firms which belonged to the
FTSE4Good IBEX during the 2008/2013 period have a greater systematic risk and a larger size than
conventional firms.

Regarding the market risk (Beta coefficient), both analyses show a greater sensitivity of the firms
in the sustainability index to the movements of market prices, though its average value is less than 1.
Their shares can thus be qualified as defensive in the face of stock fluctuations. This result is in line
with that of Miralles et al. [59] in the Spanish stock market for the 2001-2010 period.

However, the literature also argues the possible existence of a negative relation between the
dissemination of responsible practices and systematic risk. Firms with this kind of behavior could gain
the trust of investors and be seen as less risky investments. This is due to this behavior’s capacity to
improve access to capital and even the productivity of the firm’s employees, contributing to making its
market values more stable [60].

In this respect, the literature also suggests the greater impact that measures linked to reputation
have on systematic risk as compared to the rest of the CSR indicators. A firm’s social performance
must be visible for it to have an impact on its risk. Without visibility it cannot be identified as a clear
indication of the firm’s success in trying to satisfy the interests of the different stakeholders [39]. In this
vein, Herremans et al. [61] concluded that a good reputation for social responsibility is significantly
related with the firm’s low total risk.

It has also been claimed that the market’s reactions to investments in social performance are more
immediate and stronger than the fluctuations in the internal accounting profitability measures. This
is due to potential investors and lenders interpreting a low level of social responsibility as a lack of
the managerial skills required to gradual gain a reputation [62,63]. They therefore perceive the firm’s
future, and hence its shares, as riskier. Furthermore, if both of the potential investors and lenders use
the filters of socially responsible investment, a low level of social performance will restrict the access
to capital. This will undoubtedly contribute to increasing the firm’s financial risk [63].



Sustainability 2017, 9, 1622 10 of 15

As regards size, Orlitzky [64] concludes that large firms adopt more responsible behavior than
small firms, and that the positive correlation between financial and social performance is maintained
when the size is controlled. Moore [65] also found a greater social responsibility in older and larger
firms and argued that larger firms are more prone to suffer damage to their reputation if they do
not carry out social responsibility measures. More recently, Nelling and Webb [66], and Arora and
Dharwadkar [67] obtained the same results.

In this vein, the work of Agudo et al. [68], which proposes a model to evaluate the social
performance of a sample of 416 Spanish firms from the perceptions of their managers, finds a positive
relation between the firm’s size and its level of social performance. Consequently, firms that achieve
better social results are for the main part medium and large firms. However, the firms that have a
low social performance are mostly small and micro-firms. This work also connects social performance
with other aspects. The sector distribution is a criterion that does not make a difference between
firms with high, medium, and low CSR scores. The degree of familiarization with CSR shows that
more responsible firms have more knowledge about it. Lastly, the majority of firms perceive very
little pressure from their interest groups. Yet most of the firms that notice this pressure have a high
social performance.

Nevertheless, there are works, such as that of Udayasankar [69], which uphold that small firms
can also be motivated to adopt initiatives in the CSR field. Their low visibility means that the marginal
utility that they obtain from improving their image is greater and that they can also propose CSR as a
means of achieving financial resources, given that they have a more restricted access to them.

Although the literature has determined the decisive role of the activity sector [70] in adopting
responsible practices, the sector is not a differentiating variable between the two groups of firms in our
analyses. The differences derived from the intensity of the work force, the capital requirements,
and the potential of generating residues can also be connected with the development of CSR
practices [61,71,72]. While industrial firms are required by law and by the stakeholders to consider
social and environmental practices in their production process, services firms receive less pressure in
this respect. Notwithstanding, there are works which have observed that social performance is greater
in services firms, such as financial bodies, than in heavy manufacturing industries [65]. On the other
hand, Waddock and Graves [73] and Brammer et al. [74] confirm the influence of the sector in the
relation between social performance and financial performance.

The greater profitability concerning market risk (Alpha coefficient) obtained by the sustainable
index firms for 2008 is not maintained over the 2008/2013 period. In this line, Miralles et al. [59]
confirm that responsible firms do not obtain added market profitability. This is negative, though not
significantly different from that of conventional firms.

They are also valued by the market in a similar way to conventional firms (Tobin’s Q) for the
2008/2013 period. In this sense, the literature indicates that investors do not associate better social and
environmental results with a greater profitability in the Spanish case. If they did, they would demand
less profitability from responsible firms, given that they would consider them to be less risky. Between
these two extremes is the scenario in which the market does not efficiently put a price on CSR. That is,
the assets of responsible firms can be initially undervalued or overvalued and produce a greater or
lesser profitability as adjusted by risk, respectively. But the action of the arbitragers, who detect these
differences, eliminates the inefficiency of the market, shifting the efficiency frontier [51].

As to the remaining accounting measures of financial performance (ROE, ROA, and Earnings per
share), both the longitudinal analysis and the cross-sectional analysis show similar values for both
groups of firms. In this line, the results of the works of Seté and Angla [75] in their study of the firms
of the MERCO do not present significant differences in the ROE of these firms.

Regarding the debt ratio as an indicator of financial risk, the social responsibility index firms had
a greater financial risk in the year the index appeared. But this is not a differentiating characteristic
between the two groups of firms over the 2008/2013 period. This result is in line with those
of Moore [65], Prior et al. [76], and Nelling and Webb [66], in which the relation between social
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performance and the debt ratio is not significant. Nonetheless, in this respect, the literature indicates
that a positive relation between CSR practices and the debt ratio should be expected, given that to
access external financing responsible firms ought to fulfill the expectations of the creditors about social
and environmental requirements [77]. On the other hand, firms with a high level of debt ratio could be
more inclined to adopt CSR measures with the intention of reducing the firm’s total risk, and avoiding
sanctions and environmental damage [67].

However, has also been indicated that the less a firm’s financial risk, the more accurate and
credible its financial planning will be and the more capital it will be able allocate to carry out social
activities. The sign of this relation is therefore negative [64,78]. In this line, the work of Lima et al. [52]
finds a negative impact of the debt ratio on the CSR activities of Brazilian firms.

5. Conclusions

Some of the results obtained in the cross-sectional study are consolidated in the long-term study.
Firstly, the profitability of the responsible firms’ shares is more sensitive to the market’s variation of
profitability. In this sense, it must be pointed out that they are also maintained as defensive shares
over the 2008/2013 period, the average value of the Beta coefficient being less than 1. This makes it
clear that they are not appropriate values for speculative and aggressive management. What is more,
this result enables us to state that in the case of the Spanish sustainable index firms, belonging long
enough in the index for this information to permeate the market has not caused them to be seen as less
risky firms and for that to be translated into an improvement of their market risk. This result suggests
that CSR is not sufficiently valued in the Spanish stock market.

Secondly, the greater that size of the firms that maintain responsible behavior in the long-term
is also noted. This shows the relevance that larger firms give to preserving their reputation. Being
more visible makes them become firms that are more liable to see their image harmed by not fulfilling
requirements in the social and environmental questions that their environment demands.

Thirdly, the composition of the Spanish responsibility index does not include sectors that, due to
the legal demands applicable to their activity or the social pressure that they receive, would be expected
to stand out in the fulfilling of CSR practices.

Lastly, not even in the long-term do the accounting indicators of profitability show significant
differences between responsible firms and conventional firms. In this sense, it can be said that in
accordance with Stakeholders Theory, to consider the interests of the rest of the interest groups along
with the interests of the shareholders does not mean that the latter obtain less profitability and that
their interests are harmed as a result.

Other results, obtained in the first study, are not maintained in the longitudinal study. The greater
stock profitability for the responsible firm’s systematic risk level in the first year of the index is not
sustained in the long-term. This result confirms the existing empirical evidence for the Spanish listed
market that the firms with better CSR practices do not gain additional market profitability. However,
nor in the long-term do the rest of the profitability indicators regarding the market present differences.
This result indicates that the Spanish stock market does not penalize socially responsible investors.
Their profitability is similar to that of conventional firms. Nonetheless, for the responsible index firms
to sustain a greater stock profitability it would certainly mean an incentive for a greater development
of CSR in Spain.

Concerning the FTSE4Good IBEX firms” higher level of their debt ratio in the year that it appeared,
this positive relation could be explained by the need to reduce the creditors’ perception of the firms’
financial risk. Yet responsible firms and conventional firms present similar levels of financial risk in
the long-term. This implies that being socially responsible is not connected with a greater financial
risk, though the literature links this type of behavior to possible higher costs.

Therefore, these results leave a path open for a greater development of CSR. It has been
determined in the analyses carried out that to be responsible does not mean less stock profitability
or a lower business result. It certainly contributes to firms continuing to voluntarily incorporate
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good CSR practices into their business models. They will thus respond to the pressures of a society
that is increasingly more aware of social and environmental problems and which, via information
technologies, has a greater capacity to control and denounce irresponsible behavior in these areas.

Moreover, and in spite of the weak level of development of socially responsible investment in
Spain as compared to other European Union countries, having a sustainable stock index for the Spanish
market helps to satisfy significant groups of investors who are guided by their criteria to select a
destination for their funds. These criteria enable listed firms to elaborate their CSR policies based on
internationally recognized principles and facilitate their access to the responsible investment market.
Belonging to a sustainable stock index allows firms to communicate their CSR results and to improve
and strengthen their reputation.

The use of a sole social performance indicator is one of this work’s limitations. Nevertheless,
this presents the advantage of including different social and environmental criteria. Hence, it becomes
a multidimensional indicator and, as it is a public and internationally recognized index, it has a greater
homogeneity and objectivity than other existing local indexes. The responsible indices—specifically,
one of those which is considered most relevant, the FTSE4Good Index, which is used in this work—can
be of great use for governments when establishing public policies. Among the users most interested in
these indices are the very firms which belong, have belonged, or wish to belong to an index, as they
can use them as instruments to improve their practices and, in some cases, as instruments of managing
their reputation.

Also, the date the index was created limits in the study’s time horizon to the 2008/2013 period.
In this sense, as there are studies which identify the moderator effect of the environment’s conditions,
it can be considered that the results have been affected by the economic circumstances. To verify this
possible impact, it could be analyzed if the results are maintained at the end of 2012, which is when the
Stock Market trend changed. Lastly, the period analyzed may not be long enough for other differences
between the groups of firms to begin to emerge.
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