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The relationship between Social Responsibility Activities and
the Financial Performance: Theoretical Study
Abstract:

The present study aims to analyze the previous studies that examine the
relationship between social responsibility activities and financial performance.
This is in order to identify the results of these studies, and to determine the
direction of the relationship that is likely to exist between social responsibility and
financial performance, especially after the emergence of new research directions to
study the relationship between the two variables.

From the analysis of these studies, the researcher concluded that there are two
main groups of previous studies as follows: The first group includes studies that
examine the linear relationship between social responsibility activities and
financial performance, and this group of studies reached different results
represented in three main directions. First, there is a positive linear relationship
between social responsibility activities and financial performance. Second, there is
a negative linear relationship between social responsibility activities and financial
performance. Third, there is no relationship between social responsibility activities
and financial performance. The second group includes studies that found a non-
linear relationship between social responsibility activities and financial
performance. This group of studies reached different results, represented in two
main directions. First, there is a non-linear relationship that takes the shape of a U
curve between social responsibility activities and financial performance. Second,
there is a non-linear relationship that takes the shape of an inverse U curve
between social responsibility activities and financial performance.

The researcher concluded that the previous studies, did not reach conclusive
results regarding the relationship between social responsibility and financial
performance, but the non-linear approach can better explain the nature of the
relationship between social practices and financial performance. Also, all previous
studies that were applied to the Egyptian environment focused on studying the
linear relationship only, and did not focus on studying the non-linear relationship,
in addition to that they ended up with inconclusive results, and therefore it may be
appropriate to try to study the non-linear relationship between social responsibility
activities and financial performance by applying to firms listed on the Egyptian
Stock Exchange.

Keywords: Social responsibility activities, Financial performance, Non-linear
relationship.
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