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There is a small, but positive, relationship between corporate social performance and company
Jinancial performance. However, research in this area has provided little guidance to managers
on how they should measure the financial impacts of their CSP strategies. Commonly used
market measures, such as share price, or accounting measures, such as return on equity, are
impacted by a host of other variables. These metrics do not provide the necessary level of detail
Jfor managers who want to establish an optimal level of CSP investment for their company.
Further, academic research has tended to overlook the mediation process between CSP and
financial performance. This gap limits the practical application of research and leaves the ques-
tion of causality unaddressed. The author reviews the research examining the business case for
CSP from both the academic and practitioner literatures, and provide recommendations for
managers interested in measuring the impacts of CSP investment on financial performance.
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The reviews are in, and the question of whether it pays to be good is a resounding “prob-
ably; it depends . . .” The corporate social performance (CSP)—financial performance rela-
tionship is affected by a myriad of contextual factors, such as firm size, industry, economic
conditions, and regulatory environment. Many have argued that the relationship between
CSP and financial performance is nonlinear. Further, the lingering question of causality
remains: Do companies that are more profitable engage in CSP, or do companies that engage
in CSP become more profitable?
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