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AbstrAct: There has been a lot of discussion about corporate social responsibility (CSR) dur-
ing these last decades. Neoclassical authors support the idea that CSR is not compatible with the 
objective of profit maximization, and defenders of CSR argue that, in these times of globalization 
and network economies, the idea of a company managed just to meet shareholders’ interests does 
not support itself. However, beyond this discussion, how can CSR affect firms’ market value? If we 
found a positive relationship between these variables, we could conclude that the two theories are 
reconcilable and the objective of profit maximization, perhaps, should satisfy not only shareholders’ 
interests, but also stakeholders’. We review previous literature and propose a model to analyze how 
CSR affects firms’ market value.
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IntrODuCtIOn

on september 13, 1970, milton Friedman published one of his most famous 
articles in the new york times magazine, entitled “the social Responsibility 
of Business is to increase its Profits.” in this article, Friedman argued that 
the only objective of firms was to increase profits for their shareholders, and 
they considered any other aim an action against owners’ interests. Like Mil-
ton Friedman, most neoclassic theorists have traditionally supported that 
corporate social responsibility (CsR) is incompatible with the classic prin-
ciple of profit maximization as the main objective for firms. as Friedman 
said (1970), there were only two restrictions to achieve that objective: law 
and ethics.

The situation has changed since Milton Friedman’s article. Nowadays, 
firms face a different business environment. during the seventies and the 
eighties, companies just tried to carry out exchanges with customers in a 
stable environment. Concepts such as satisfaction or loyalty began to emer-
ge, and firms more or less controlled the messages that consumers recei-
ved. society was not too demanding towards companies and the price was 
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responsabilidad social empresarial y la teoría 
clásica de la empresa: ¿son ambas teorías 
irreconciliables? 

Ha habido mucha discusión acerca de la responsabilidad social 
empresarial (RSE) durante las últimas décadas. Autores neoclá-
sicos apoyan la idea de que la RSE es incompatible con el objeti-
vo de maximización del beneficio, mientras los defensores de la 
RSE argumentan que, en estos tiempos de globalización y eco-
nomías de red, la idea de una compañía manejada únicamente 
para suplir las necesidades de los accionistas no es sustentable. 
Más allá de esta discusión, sin embargo, ¿cómo puede la RSE 
afectar el valor de mercado de la empresa? Si encontráramos 
una relación positiva entre estas variables, podríamos concluir 
que las dos teorías no son irreconciliables y que el objetivo de 
la maximización del beneficio debe quizás satisfacer no sola-
mente los intereses de los accionistas, sino también los de los 
stakeholders. Revisamos la literatura anterior y proponemos un 
modelo para analizar cómo la RSE afecta el valor de mercado 
de la empresa. 

palabras clave: Responsabilidad Social Empresarial, Teoría 
Clásica de la Empresa, stakeholders y valor de mercado

responsabilité sociale corporative et la 
théorie classique de l’entreprise : deux théories 
irréconciliables? 

Un débat important a eu lieu dans les dernières décades sur la 
Responsabilité Sociale des Entreprises (RSC). Les auteurs néo-
classiques appuient l’idée que la RSC est incompatible avec 
l’objectif de maximisation du bénéfice tandis que les défenseurs 
de la RSC considèrent qu’à l’époque de la globalisation et des 
économies de réseaux, l’idée d’une entreprise gérée seulement 
pour satisfaire les intérêts des actionnaires est insoutenable. 
Cependant, au-delà du débat, une question se pose : com-
ment la valeur du marché des entreprises est-elle affectée par 
la RSC ? Si nous trouvions un rapport positif entre ces deux 
variables, nous pourrions conclure que les deux théories sont 
réconciliables et que l’objectif de la maximisation du bénéfice 
pourrait probablement satisfaire non seulement les intérêts des 
actionnaires mais aussi de tous les stakeholders. Les publica-
tions antérieures ont été revues et un modèle est proposé pour 
analyser comment la RSC affecte la valeur de marché des en-
treprises. 

mots-clefs : Responsabilité Sociale Corporative, Théorie Clas-
sique de l’Entreprise, stakeholders et valeur du marché. 

responsabilidade social corporativa e a teoria 
clássica da empresa: são ambas as teorias 
irreconciliáveis? 

Nas últimas décadas tem havido um grande debate sobra a Res-
ponsabilidade Social das Empresas (RSC). Os autores Neoclás-
sicos apóiam a idéia de que a RSC não é compatível com o 
objetivo da maximização do benefício enquanto que os de-
fensores da RSC argumentam que, na era da globalização e as 
economias de redes, a idéia de uma empresa gerida unicamen-
te para satisfazer os interesses dos acionistas não se sustenta. 
Sem embargo, mais além do debate, como a RSC afeta o valor 
de mercado das empresas? Se encontrássemos uma relação po-
sitiva entre ambas variáveis, poderíamos concluir que ambas as 
teorias são reconciliáveis e que o objetivo da maximização do 
benefício, talvez satisfizesse não só os interesses dos acionistas, 
mas de todos os stakeholders. Revisamos a literatura anterior e 
propomos um modelo para analisar como a RSC afeta o valor de 
mercado das empresas. 

palavras chave: Responsabilidade Social Corporativa, Teoria 
Clássica da Empresa, stakeholders e valor de mercado. 
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the most important issue to negotiate when firms tried to 
manage their relationships with their suppliers. even it was 
usual to find “one-firm men”—people who started working 
in a company and retired 40 years later. stocks exchange 
only measured economic performances of firms.

By the end of the 20th century, things started to change. 
Business environment became very turbulent and com-
panies started to outsource, increasing the complexity of 
their supply chain. information technology allowed people 
to be more and more aware of firm activities and nongo-
vernmental organizations (nGos) to send their messages. 
Customers became more and more demanding, because 
competition between firms was harder than ever. emplo-
yees wanted something more than a fair wage and indexes 
like the dow Jones sustainability or Ftsee4Good showed 
that firms which were quoted therein had better results 
and bore fewer risks than other firms. in such a situation, 
could a firm that was behind society survive? 

nowadays, the success of firms depends on several agents 
that interact with them. these agents are called stakehol-
ders, and the way firms manage their relationships with 
them seems to have become a key point for profitability. 
Companies are now facing a paradoxical situation. their 
economic power is perhaps stronger than ever, but at the 
same time, they have never been so vulnerable. 

CsR could be defined as the set of obligations and lawful 
and ethical commitments with stakeholders, stemming 
from the impact of the activities and operations of firms on 
the social, labor, environmental and human rights fields. 
CsR implies the recognition and the integration in their 
operations by companies of social and environmental con-
cerns (valor et al., 2003, p.11). in other words, in addition 
to the economic criterion, it means including other crite-
ria—social and environmental—in the management of firms 
and the way in which companies respond to society’s de-
mands.

Beyond those who defend that firms are only responsible 
to their shareholders and those who include in this res-
ponsibility other stakeholders, there is one irrefutable fact: 
more and more firms are developing policies in the field 
of CsR. ninety percent of the firms of Fortune 500 have 
already set CsR strategies in motion (kotler et al., 2004). 
a special article published in Business Week showed the 
investments of north american firms in this area (Berner, 
2005): General motors spent more than 5 million dollars in 
several CsR activities, General mills invested more than 60 
million dollars, and merck used more than 11% of its profit 
before taxes for this same purpose. in 2006, the BBva, a 
spanish bank, announced its commitment to invest 0.7% 
of its profits obtained in south america to help the deve-

lopment of this area. every day, one can read or see so-
mething similar about CsR and its introduction into the 
core business of firms. However, how does CSR affect firms’ 
market value? if there is a positive relationship between 
CsR and market value, we could conclude that the classical 
theory of the firm and CsR are reconcilable.

ClAssICAl thEOry Of fIrms AnD thE 
ObJECtIVE Of prOfIt mAxImIzAtIOn

there are three basic institutions in a modern economic 
system: market, firms, and the state. the first one brings 
about the following ones. the inefficiencies of the market 
favor the appearance of firms and the need for the state 
to set the rules of the game. 

according to economic theory, the balance between su-
pply and demand in markets leads to an efficient resource 
assignation. Using Adam Smith’s famous idea about the 
“invisible hand,” this balance should maximize market pro-
fit, also maximizing the benefit for society. nevertheless, 
markets have shortcomings that make them imperfect. in 
these situations, the balance of markets does not ensure 
the benefit for all of society. therefore, the state must par-
ticipate in markets to guarantee improved efficiency, to 
set an efficient property rights system, and to supply those 
goods and services whose provision is not reliable, because 
of their general interest.

Firms are the replacement of agents in markets. according 
to Coase (1960), if property rights were perfectly defined, 
transaction costs were nil, and there was no wealth effect, 
then the mere operation of the market would suffice to 
reach an optimum resource assignment. in this hypothe-
tical world, the balance of the market would benefit the 
entire society and firms would not be necessary. the exis-
tence of transaction costs and market imperfections have 
favored the appearance of companies.

these ideas about the imperfection of markets and the role 
of firms that participate in them are the main argument for 
classical theory supporters to state that the only objecti-
ve for companies is to maximize their profits. a company 
that maximizes its profit in a perfect market is theoretica-
lly guaranteeing the maximization of wealth for society, 
which will positively affect all agents who are part of it.

the classical vision of firms has been arguing that CsR is 
practically incompatible with the classical principle of pro-
fit maximization. milton Friedman (1970) even branded 
CsR as a “fundamentally subversive doctrine” in a free so-
ciety, adding that

there is one and only one social responsibility of bu-
siness—to use it resources and engage in activities  
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designed to increase its profits so long as it stays within 
the rules of the game, which is to say, engages in open 
and free competition without deception or fraud. 

in other words, for milton Friedman and his supporters, the 
only responsibility for businesses is to their shareholders. 
Companies are not required to carry out any social activi-
ty because this kind of actions concern the state and—if 
society wishes—other social groups (like nGos) created by 
it. Friedman only justified social responsibility in one ins-
tance—when companies could benefit by some social issue 
that made them more profitable by paying less tax, obtai-
ning better access to resources, or something similar. 

there are several criticisms of the argument about the only 
objective being profit maximization wielded by neoclas-
sical authors. one of the most obvious is related to the 
growing complexity of current firms, business environ-
ments, and society. Hierarchical organizations were useful 
for a long time when business environments were stable, 

economies were constantly growing, and technology chan-
ges were foreseeable. in that situation, companies only 
had to focus on production, because all the rest was under 
their control. 

as mentioned, nowadays firms face a truly different busi-
ness environment. the 21st century has arrived with a new 
paradigm. a network economy in which thousand of firms 
take part, with knowledge as their main asset (drucker, 
1993), has replaced hierarchical organizations. Within this 
network economy, hierarchy and power have been replaced 
by relational government mechanisms (achrol et al., 1999). 
a few decades ago, for example, Ford even had a farm 
with a flock of sheep to obtain the wool for its car seats; 
nowadays nike has some products on the market, which 
were not even manufactured by this american company. 
network economy has made the success of organizations 
more difficult because businesses are related to several 
companies and agents along their value chain, and must 
deal with competition, which is harder than ever. all these 
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decisions and so, it cannot be stated that share value maxi-
mization, in itself, guarantees the efficiency of the system, 
and is justified as the only and fundamental principle to 
apply in firm management. 

another criticism of the notion that the only objective is 
profit maximization is the imperfection of markets. mar-
kets are far from perfection and they often present exter-
nalities. When there are externalities, the balances of the 
market do not maximize the overall benefit for the entire 
society.

nowadays, we are witnessing an intense debate about the 
participation of governments in economy because of the 
2008 crack. important economists, like milton Friedman or 
keynes, have played a leading role in this debate for deca-
des. the first one defending that states just have to ensure 
the improvement of market efficiency and let firms com-
pete freely in it, and the latter arguing that governments 
should take part in markets to solve these externalities. 

Milton Friedman’s ideas accelerated the liberalization pro-
cess that took place during the seventies in western coun-
tries’ economies. The general assumption is that all these 
policies aimed to increase the presence of market rules in 
economy have resulted in an improvement of society wel-
fare, but the data now cast a shadow on this. according to 
Krugman (2008), Americans’ real income grew much more 
from 1947 to 1976 (with protectionist governments) than 
from 1976 to 2005 (with liberalization rules). moreover, 
the difference between rich countries and poor ones is 
greater than ever. this has occurred when firms are stron-
ger and more powerful than ever before. according to the 
“invisible hand,” this should have benefited all the societies 
in a global economy, not only the rich ones. this is becau-
se, as Philips et al. (2003) explain, market theory does not 
say anything about how to distribute the wealth that profit 
maximization creates. in addition, information is also im-
perfect and not available to all agents, which also prevents 
them to reach the optimum. 

markets are imperfect and, although states take part in 
them, in a globalized economy like ours, externalities exist 
and are worldwide. this prevents profitability from being 
the only indicator of organizations’ efficiency (Argandoña, 
1995). We would need a wealth measure of adequate pro-
ductivity and an overall measure of the impact of the long-
term resources involved to determine the impact of firms’ 
profits on society. 

the last criticism relates to the separation between proper-
ty and firm management. the complexity of modern compa-
nies has resulted in an atomization of shareholders and the 
consistent separation between ownership and companies’ 

agents, called stakeholders, influence the results of firms, 
and it is difficult to refer to profit maximization without 
considering this. in such a situation, can a firm maximi-
ze its profit if it is only managed to meet shareholders’ 
interests?

the 21st century has arrived not only with a new business 
organization paradigm, but also with the way that firms 
compete. this has gone from a local to a global market 
with all the consequences. Consumers have more from 
which to choose and, thanks to information technology, 
more information to do so properly, and companies adapt 
constantly to competitive environments that change in-
creasingly faster. the pressure for profit maximization is so 
strong that some firms even frequently forget the premises 
pointed out by milton Friedman—respect for the law and 
ethics.

this global market and profit pressure have often resul-
ted in the attitude of “anything goes” in the name of pro-
fit maximization, with terrible global consequences. the 
increasing outsourcing of the value chain in developing 
countries has too often been translated into lack of respect 
for both workers and human rights. the result is an econo-
mic model not linked to human development, although we 
had our highest economic growth period in the last deca-
des. strangely, this economic growth period collapsed be-
cause of the world scandal of “subprime mortgages” and 
all related titles, which were swept away by the most im-
portant financial institutions of the world. this has made 
world economies go into recession, which has been transla-
ted into an increasing number of unemployed people and 
thousand of shareholders poorer than before. 

society has also changed. internet has allowed people to 
be more aware of everything that occurs, and has opened 
new alternative communication channels to those used in 
the past. this has allowed nGos and diverse lobbies to rea-
ch more people with their published denunciations. the-
refore, firms are more than ever exposed to reputational 
risks, and this can affect their market value. legitimacy 
and morals play an important role in competition. Compa-
nies must assume their responsibility to their shareholders 
and customers, but also to their workers, suppliers, environ-
ment, competitors, and society. these stakeholders must 
somehow be considered in decision processes at some ma-
nagement level. only with this focus, organizations can 
survive at long-term scenario—by their good reputation, 
the confidence of the market, and, in short, achieving the 
legitimacy to act, granted by the entire society (valor and 
merino, 2005). 

all these arguments make it unfeasible for an economic 
system to collect and internalize all the agents’ possible 
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management. the exorbitant growth of firms in the last 
decades and the growing globalization of economy have 
favored the emergence of a professionalized ruling class 
that governs the destiny of organizations without being 
the owners of them. although firms hired these managers 
to defend owners’ interests, they also have their own in-
terests, which can come into conflict with those of the 
shareholders. owners used to offer an incentive to align 
managers’ interests with their own, falling into “Agency 
Costs”, which prevented shareholders from achieving profit 
maximization in a strict sense. 

the classical model, then, presents several limitations that 
relegate it to a utopian framework. if we add the growing 
importance of stakeholders for firms’ management be-
cause of network economy and changes in society, we 
could conclude that we are facing a change of paradigm. 
the debate about CsR has increased during last decades. 
Some authors refer to firms’ attitudes towards society 
(Navas et al., 1998), others refer to companies’ measures 
to protect society (Certo et al., 1996), and—as mentio-
ned— de la Cuesta et al. (2003) talk about commitments. 
Beyond the different conceptual meanings, all these au-
thors acknowledge that firms are responsible to society, 
and CsR seems much more than a new fashion. the ques-
tion is whether this new paradigm means a cost for firms 
or just a new way to compete, which can benefit all of 
society, and thereby, shareholders also. if we could prove 
this, then CsR and the classical theory of firms would be 
reconcilable. 

COrpOrAtE sOCIAl rEspOnsIbIlIty (Csr)

as mentioned above, CsR could be defined as the set 
of obligations and lawful and ethical commitments with 
stakeholders, stemming from impacts of activities and 
operations of firms cause on social, labor, environmental 
and human rights fields. CSR implies the companies’ ack-
nowledgement and integration of social and environmen-
tal concerns in their operations (valor et al., 2003, p. 11). 
CSR is a relative concept that depends on stakeholders’ 
socials demands and we must not confuse it with ethics. 

to find the origin of CsR, we must refer to the stakehol-
ders’ theory (ST). The first meaning of stakeholders was 
proposed at the stanford institute, where, in 1963, they 
were defined as the groups without whose support firms 
would cease to exist. in 1984, st achieved its current re-
levance. in that year, edward Freeman published Strate-
gic Management: a Stakeholder Approach, in which the 
growing concern about a better key stakeholder relation-
ship management was expressed.

the main idea that supports st is based on the existence 
of other groups besides shareholders that have a stake in 
firms’ activity and their outcome. The claims and objec-
tives demanded by different groups must be considered 
in a balanced way, permitting managers to increase the 
efficiency of the organization by responding to external 
requests (Freeman et al., 1990).

above all, st is a management theory, and explicitly ethi-
cal. this means that morals and values should be a core 
part of the firms’ management, but always acknowledging 
that any management theory must fulfill the main objecti-
ve, which is the subsistence of organizations. For st to pay 
attention to shareholders’ interests and well-being is com-
pulsory beyond the instrumental and prudential concern 
of the maximization of share value. st does not deny the 
objective of profit maximization as a necessary condition 
for firms to meet other goals, but this should not be an 
obstacle to consider aims other than shareholders’ goals. 

stakeholder relationship management is not an easy is-
sue. First, because stakeholders’ importance depends on 
the context of every relationship and industry; second, be-
cause stakeholders’ relevance may vary over time for each 
company, but above all, because stakeholders’ interests 
can come into conflict. For example, workers want bet-
ter wages; customers want lower prices; and shareholders 
want more profitability. managers must balance all these 
interests to maximize firms’ value. ST does not propose ma-
naging all stakeholders in the same way, but prioritizing 
them according to their importance and impact on firms. 
stakeholders are groups with something in common: their 
relationship with firms. all of them contribute, voluntarily 
or involuntarily, to companies’ capacity to create wealth 
and activities; they are the potential beneficiaries and the 
ones who bear the risks. as firms have limited resources, 
the determination of stakeholders’ importance to achieve 
strategic goals is a key issue to company management.

several authors criticize st, arguing that this theory has 
paid little attention to shareholders’ interests (Heath et 
al., 2004). although Hill et al. (1992), Boatright (1994), 
and Philips et al. (2003) justified the inclusion of stockhol-
ders among the rest of the stakeholders, defending that all 
of them share the same interests and are affected by the 
success or failure of companies, it cannot be denied that 
shareholders have special features because they are the 
owners of firms. Precisely these characteristics are usua-
lly recognized by law and by the articles of association of 
many organizations.

the question is to know whether there is a positive corre-
lation between stakeholder relationship management and 
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shareholders’ wealth. ST and CSR are two theories that go 
together. CsR implies the assumption of st, but it goes be-
yond this because it refers not only to ethics in stakeholder 
relationship management, but also to commitments with 
these groups. 

according to theorists, there are four main justifications 
for CsR—the moral case, the social case, the economy case 
and the business case (de la Cuesta, 2004).

the moral case is wielded by those who claim not only the 
staff’s individual ethics, but also that each organization is 
a body with its own social, economic, and environmental 
responsibility (de la Cuesta, 2004). these authors assign 
the same responsibilities to organizations that are deman-
ded from any person, from the three above-mentioned po-
ints of view, demanding that firms develop a social and 
economic model in which collective interest takes priority 
over the individual one.

the moral case does not analyze the hypothetical profits 
of CsR for the firms that engage in these kinds of activities, 
but it points out that some practices, such as child labor, 
human rights violations, or wasting raw materials are nei-
ther moral nor ethic and should be rejected, independently 
of company profits.

authors who support that CsR is good for all of society and 
that the goodwill and voluntarism of firms is insufficient 
for its development wield the social case. For these authors, 
governments should promote CsR through legislation.

supporters of voluntarism argue that CsR means the way 
firms respond to society’s requests and, therefore, society 
itself should resolve the debate through the public repre-
sentatives, people’s buying decisions, or just as members 
of social organizations or unions, as employees or as in-
vestors, for example. according to voluntarism supporters, 
the market will press to punish irresponsible firms and to 
reward CsR companies. However, de la Cuesta (2004) po-
ints out that this statement is somewhat fragile:

Firstly, market mechanisms need to deal properly with the 
existence of perfect information available to all agents to 
make decisions. there is not enough information about 
CsR policies, strategies, and results, and, in general, the 
information offered by firms is usually neither comprehen-
sive nor thorough. sometimes, it is not even provided regu-
larly. nowadays, there are many business codes of conduct 
and standards promoted by diverse public and private ins-
titutions that are creating confusion about what CsR is 
and how to compare it in different firms. the information 
provided by firms to society must be homogenized in order 
to verify it and to perceive firms’ positive or negative im-

pact. Just as there are international and national accoun-
ting laws, the same should hold for CsR. 

secondly, there is a lack of incentives for firms to incorpo-
rate CsR criteria in management. voluntarism supporters 
argue that no incentive should be given to firms to pro-
mote CsR, but Governments usually give an incentive for 
Research and development (R&d), which is as voluntary as 
CsR. moreover, both CsR and R&d are assumed good for 
industries, firms, and society. if R&d is fiscally subsidized, 
so should CsR.

the last argument for the social case is the common good. 
there are no more clearly public properties than society 
and environment. it would be incoherent for the state to 
dispense with its function of control over the impact of 
firms beyond these properties. korten (1996) states that 
there are several socially responsible managers, but the 
problem is that they are facing a predatory system which 
makes their survival difficult. this creates a great dilemma 
for these managers because they have to choose between 
changing their viewpoint and running the risk of being ex-
pelled from the system, at least at short-term. de la Cues-
ta (2004) asks for a legal framework to mitigate these 
effects. 

authors who state that CsR affects both national and 
world economies brandish the economy case. the increa-
sing international diversification of investment portfolios 
makes some authors (monks et al., 1996) consider sha-
reholders universal owners who should be concerned not 
only with the result of their portfolios one by one, but also 
with the result of world economy. From this point of view, 
shareholders would suffer economies’ inefficiencies and 
would benefit from improvements in this area.

in economic theory, negative externalities reduce the cost 
of the firms that generate them, transferring the cost to 
other companies or citizens. as the overall cost of these ex-
ternalities is greater than the profits achieved by the firm 
causing them, universal investors, as the owners of these 
other companies, end up bearing such costs, obtaining a 
net loss (de la Cuesta, 2004). if we want to see this en-
tire theory in practice, we just have to observe what has 
happened during 2008 in the most important stock ex-
change markets of the world. subprime mortgages star-
ted in the Usa but the globalization of economy fostered 
the infection with toxic assets of international economies. 
the net loss pointed out by de la Cuesta was not only for 
americans, but also for savers and shareholders from al-
most everywhere. the consequences are well known. Huge 
rescue plans to avoid bankruptcy of all our entire finan-
cial system, enormous increases of public spending to help  
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families and companies, an increasing number of unem-
ployed, and most important, an incredible economic reces-
sion. 

However, there are more arguments that hold in the eco-
nomy case. the above-mentioned global economy that 
our society is facing has several implications that should 
be taken into account. if the value chain of most firms is 
externalized in several countries, then social and environ-
mental impacts are global and will affect the whole pla-
net. there are, in addition, causes such as global warming 
or the scarcity of resources that can damage all societies 
wherever they are. even more, health, education and the 
development of working-class people’s rights have benefi-

tAblE 1: lay offs of some of the most important companies in the world. 

ExAmplEs Of stAff rEDuCtIOns AnnOunCED by thE mOst ImpOrtAnt fIrms Of thE WOrlD DurIng 2008 AnD 
JAnuAry Of 2009

COmpAny COuntry InDustry
nº lAy 

Offs
COmpAny COuntry InDustry

nº lAy 

Offs

HeWlett PaCkaRd Usa teCHnoloGy 24600 sony JaPan eleCtRoniC 16000

CateRPillaR Usa eQUiPment 21610 PanasoniC JaPan eleCtRoniC 15000

neC Usa teCHnoloGy 20000 tdk JaPan eleCtRoniC 8000

PFizeR Usa PHaRmaCeUtiCal 19500 nissan JaPan aUtomoBile 2500

siemens Usa indUstRy 17000 metRo aG eURoPe Retail 15000

at&t Usa teleCommUniCations 12000 Rio tinto eURoPe mineRy 14000

staRBUCks Usa ConsUme 12000 BRitisH teleCom eURoPe teleCommUniCations 10.000

dHl eXPRess Usa tRansPoRt 9500 teleCom italia eURoPe teleCommUniCations 9.000

motoRola Usa moBile PHones 7000 aRCeloR mittal eURoPe steel 9.000

Home dePot Usa HoUseHold Goods 7000 sas eURoPe aiRline 8600

maCy´s Usa Retail 7000 BmW eURoPe aUtomoBile 8100

meRk Usa PHaRmaCeUtiCal 6800 RenaUlt eURoPe aUtomoBile 6000

CHRysleR Usa aUtomoBile 6000 PHiliPs eURoPe eleCtRoniC 6000

sUn miCRosystems Usa teCHnoloGy 6000 astRa zeneCa eURoPe PHaRmaCeUtiCal 6000

intel Usa teCHnoloGy 6000 volvo eURoPe aUtomoBile 6000

miCRosoFt Usa teCHnoloGy 5000 Henkel eURoPe ConsUme 5000

BoeinG Usa aeRonaUtiCal 4500 Psa eURoPe aUtomoBile 3350

HeRtz Usa Rent a CaR 4000 saP eURoPe soFtWaRe 3300

kodak Usa PHotoGRaPHy 3750 alitalia eURoPe aiRline 3000

PePsi Usa BeveRaGes 3150 atlas CoPCo eURoPe maCHineRy 3000

XeRoX Usa teCHnoloGy 3000 daimleR eURoPe aUtomoBile 2300

dUPont Usa CHemiCal 2500 Rolls RoyCe eURoPe aUtomoBile 1750

avis Usa Rent a CaR 2500 FUtURa eURoPe aiRline 1200

yaHoo Usa teCHnoloGy 2500 teleFoniCa eURoPe teleCommUniCations 700

dell Usa teCHnoloGy 2450 maRtinsa Fadesa eURoPe Real estate 680

imP. toBaCCo - altadis Usa toBaCCo 2440 oRanGe eURoPe teleCommUniCations 600

3m Usa manUFaCtURes 2300 tnt eURoPe tRansPoRt 285

FoRd motoR Usa aUtomoBile 2260 BURBeRRy eURoPe teXtile 250

GeneRal motoRs Usa aUtomoBile 2000 t-systems eURoPe teCHonoloGy 239

sony eRiCsson Usa teCHnoloGy 2000 llaneRa eURoPe Real estate 236

estÉe laUdeR Usa CosmetiC 2000 maRina d´oR eURoPe Real estate 214

sHaRP Usa eleCtRoniC 1500 eRmeneGildo zeGna eURoPe teXtile 200

eBay Usa teCHnoloGy 1000 eRiCsson sPain eURoPe teleCommUniCations 200

Source: Bloomberg, Reuters and El País.

ted our wellbeing society, our quality of life, and the impro-
vement of our productive system. the industrial revolution 
made western countries’ way of living both socially and 
economically sustainable because economic development 
was bound to human development. History is full of exam-
ples of societies that collapsed because of the inexistence 
of a middle class and huge differences between higher and 
lower classes. nowadays, there is little evidence that our 
globalization is linked to an improvement of human stan-
dard of living in poor countries. if our system is not socia-
lly sustainable, our economic system will not be feasible. 
Firms play an important role in this area. moreover, they 
would benefit in a long-term scenario by this improvement 
of human standard of living and world economies.
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CSR and business case

Under the theory of business case can be found all the 
ideas that affirm that CsR is good for shareholders and for 
other stakeholders also, and even for society (de la Cues-
ta, 2004). this focus is based on the existence of several 
(real and potential) links between a quality stakeholder re-
lationship management and firms’ profitability (de la Cues-
ta, 2005).

some of these links are more or less obvious. For example, 
eco-efficiencies are improvements related to a better ma-
nagement of resources due to CsR.

authors like Porter et al. (1995) defend this idea. if firms 
can produce the same quantity of goods using fewer re-
sources, companies would be saving lots of money. this 
might be translated into a lower price per customer or even 
into higher profitability for firms. “First-mover advantage” 
is another argument for the business case. it is related to 
the belief that the firms that go beyond their legal obliga-
tions will benefit in a long-term scenario because they will 
occupy a privileged position when diverse pressing issues 
will be regulated. eco-efficiencies and first-mover advanta-
ge are mainly philosophical arguments. How do they affect 
firms’ market value? Is there any relationship between CSR 
and firms’ market value?

empirical data are not conclusive, at least until now. some 
authors support the positive link between CSR and firms’ 
market value. simpson et al. (2002) and Griffin et al. (1997) 
related CSR to an increase of companies’ economic value; 
moore (2001) and orlitzky et al. (2001) related CsR to the 
reduction of organizational risks; Backhaus et al. (2002), 
turban et al. (1997) related CsR to the potential of attrac-
ting and keeping employees. maignan et al. (1999) and 
Brown et al. (1997) related CsR to an improvement of both 
corporate image and reputation; luo et al. (2006) related 
CsR to market value through customer satisfaction.

However, authors like omran et al. (2002), mc Williams et 
al. (2000), aupperle et al. (1985), or lópez et al. (2007) 
who not only have not found a positive relationship bet-
ween CSR and firms’ market value, but—in some cases—
have found a negative one.

this can be explained by two important biases. Firstly, be-
cause most investigations that have found negative re-
lationships have attempted to link CsR investments with 
account statements, which implies a retrospective focus 
because accounting is a result of past performances. se-
condly, CsR is, perhaps, too new to be measured by accoun-
ting. other arguments cast doubt on the appropriateness 
of using this kind of measurements. CsR is related to envi-
ronmental and social improvements that can affect global 

economies, which are not reflected in a balance sheet or in 
an income statement.

Upon observing what happened during 2008 in the most 
important stock exchanges of the world, several pieces of 
evidence of a positive relationship between CsR and mar-
ket value can be found. managers of firms such as leh-
man Brothers, merrill lynch, Fannie mae, or Freddie mac, 
for example, or even several banks among the top ten in 
the world, seeking short-term profitability without wonde-
ring whether it was sustainable, have caused huge losses 
to thousand of shareholders of the entire world. Perhaps 
because most practitioners of CsR have forgotten that sus-
tainability also includes an economic perspective, not only 
social or environmental causes. even more, CsR implies in-
troducing ethical criteria in companies’ management, and 
also transparency and accountability, precisely the words 
most coined by politicians in Washington in november 
2008. all of this was done in the name of maximizing pro-
fits and shareholders’ wealth. Where are their profits? Has 
society benefited, as was assumed in the extrapolation of 
Adam Smith’s ideas carried out by new classical theorists? 

throughout the literature review, one can find several ways 
in which CsR can also affect market value. this relations-
hip is not direct, but through other variables such as cor-
porate reputation and customer satisfaction, which affects 
several stakeholders. 

kantya Consultancy found, with its tool Reptrack, that 
CsR is a driver of corporate reputation. CsR is considered 
by Reptrack “nice to have,” and other characteristics such 
as service or quality are considered something that firms 
“must have” in order to be considered a “Renowned Com-
pany,” but this result is consistent with the findings of the 
Foro de Reputación Corporativa in spain, maignan et al. 
(1999) and Brown et al. (1997), which suggest that CsR 
influences on corporate reputation. 

Corporate reputation is based on perceptions, and CsR 
grants firms a kind of “goodwill reservoir” (Bhattacharya et 
al., 2004), which could minimize reputational risks and any 
impact derived from a scandal. stock market traded firms, 
for example, are easily damaged by this kind of news. Re-
putation is based on perceptions, and the way firms are 
valued is often related to the way companies are seen by 
different agents who take part in a market. Both good and 
bad news configure the evaluative context in which orga-
nizations are perceived and valued.

CsR strategy might also influence corporate reputation 
by introducing ethical criteria for management may allow 
firms to quote in ethical stock indexes or to reduce the 
chances of incidents along their value chain. Both situa-
tions also favor corporate reputation.
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fIgurE 1: Corporate reputation.

Corporate Reputation also affects customer purchase in-
tention and customer satisfaction through previous expec-
tations. Quality and service are, according to Reptrack, 
drivers of corporate reputation. Both characteristics are 
important for customer purchase intention and even for 
customer satisfaction.

Customer satisfaction depends on the overall evaluation of 
the buying and consuming experience made by consumers 
over time (anderson et al., 2004; Fornell, 1992). in this 
overall evaluation, a contrast between previous expecta-
tions and the result obtained after enjoying the service or 
product takes place. a previous standard of experience and 
its confirmation determine satisfaction (yi, 1990). When 
the result is at least as good as expected, or even better, 
then customers feel satisfied. 

santos et al. (2003) stated that previous expectations are 
a mixture of realistic evaluations and subjective beliefs. 
The former are usually based on the customer’s own ex-
periences; the latter are related to an emotional state. ad-
vertising carried out by suppliers of services and products 
have an influence on these previous expectations, such 
as word of mouth, personal needs, and communications 
with the environment (Parasuraman et al., 1985). these 
previous expectations and all the variables that configure 
them are also related to customer purchase intention. the 
better corporate reputation is, the better previous expec-
tations will be.1

CsR has an influence on customer satisfaction and cus-
tomer purchase intention through corporate reputation. 
the actions that firms carry out attract the multidimen-
sionality of the customer not only as an economic agent, 
but also as a member of a community, country, or family 
(Handelman et al., 1999). People are not only customers, 
but instead they take part in several stakeholder groups si-
multaneously, making their satisfaction with products and 
services more likely when supplied by a socially responsible 
firm than when supplied by another irresponsible one. 

the CsR report may be a way to improve corporate repu-
tation and stakeholders’ perceptions. A good CSR report 

1  Parasuraman et al. (1985) and Gronröos (1997) defined perceived 
quality as the result of comparing the service or product received 
and the service or product hoped. this difference, linked to previous 
expectations, determines satisfaction. 

hypothesis 1: the better the CsR performance is, the 
more renowned a firm will be.

reputation influence on firms’ market value

several firms, seeking improvements in their corporate re-
putation, decide to take part in sustainability or ethics in-
dexes such as dow Jones sustainability or Ftsee4Good. 
more and more investors look on CsR as a proper way to 
manage reputational, corporate governance, and social 
and environmental risks (de la Cuesta, 2004), and want to 
invest their capital in these kind of companies. these in-
vestors move increasingly large amounts of money that is 
very appealing to firms and that would not be achievable 
for organizations if they were not in these indexes.

Corporate reputation has an impact on investors’ portfo-
lios. Brickley et al. (2002) showed that stock exchange 
markets are able to value intangible assets such as corpo-
rate reputation, influencing investors to invest in one com-
pany or another. the higher the demand, the higher the 
shares’ stock value. This increases the overall value of the 
firm and benefits the shareholders. 

as mentioned, corporate reputation is based on percep-
tions. the incredible bursting of the spanish real estate 
bubble have caused all spanish companies directly or in-
directly related to the building industry not only to quote 
lower than past years in stock markets, but also to obtain 
a worse score in corporate reputations ranking, according 
to meRCo 2009. these circumstances do not seem fortui-
tous. the way firms are perceived influences their market 
value. nowadays, who would invest in firms related to real 
estate industries?

hypothesis 2: the more renowned a firm is, the more 
market value it will have.

fIgurE 2: Corporate reputation and firmś  market value
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creates a positive context for customers’ evaluations and 
their attitude towards the firm (Brown et al., 1997; Gür-
han-Canli et al., 2004; sen et al., 2001; luo et al., 2006). 
Bhattacharya et al. (1995, 2003) insist on the key role that 
CsR can play for the construction of corporative image be-
cause it may lead customers to feel identified with a com-
pany, making them more likely to be satisfied with firms’ 
offers. moreover, people usually identify more with an or-
ganization when they perceive their identity as distinctive, 
and CsR is usually more distinctive than other strategies 
of the company.

sen et al. (2001) found that CsR could improve product 
perceptions under some circumstances—quality, R&d, and 
price. the coherence between companies, their industry, 
and the cause supported are also valued. in the cases in 
which customers perceive that the efforts of firms to be so-
cially responsible affect product quality, CsR may jeopardi-
ze corporate reputation. Customers try to understand why 
a firm is developing a CsR strategy. these attributions de-
termine why customers may react positively or negatively 
to CsR activities. there are two main factors—corporate re-
putation and company motivation. in addition, customers 
usually appraise proactive firms better than reactive ones 
in CsR activities (Bhattacharya et al., 2004).2

mithas et al. (2005) showed that customer knowledge 
of a firm affects their satisfaction. sen et al. (2001) also 
showed that customers have a better knowledge about the 
companies that develop CsR initiatives. in 2004, both au-
thors concluded that customers’ knowledge of CSR activi-
ties is a key requirement for positive consumer reactions to 
these strategies.

Bhattacharya et al. (2004) stated that customers are an 
essential stakeholder group because they are especially 
sensitive to CsR initiatives. market enquiries point to a po-
sitive relationship between company CsR strategies and 
customers’ reaction to the firm and its products. The USA 
Corporate Citizens poll found that 84% of north american 
people were likely to switch to a brand associated with a 
social cause if price and quality were similar to another 
brand (Bhattacharya et al., 2004). Customers usually have 
a favorable attitude towards companies that develop CsR 
strategies. the more renowned a firm is, the better the cus-
tomers’ reaction will be.

2   Fornell et al. (1996) state that perceived value is a precedent for 
customer satisfaction. zeithaml (1988) define “perceived value” as 
the overall valuation of product utility by customers. it is based on 
perceptions and it is subjective and individual, varying among con-
sumers and even among different moments in time. Perceived qua-
lity, perceived price or quality, and company reputation influenced 
the perceived value (zeithaml, 1988).

Brown (1998) and Brown et al. (1997) found that, direct 
or indirectly, CSR affects customers’ responses even more 
than the product; Berens et al. (2005) found that CsR in-
fluences consumers’ attitudes before the product does so. 

However, CsR does not always have an influence on cus-
tomer purchase intentions. enquiries usually have a desi-
rability bias, which makes the individuals who are polled 
respond with what they think is expected instead of giving 
their true opinion. valor (2005) found that customers are 
likely to buy certain brands that support some causes but 
they are not willing to make tradeoffs for this purpose. CsR 
becomes again “nice to have”. this can make a difference 
in some circumstances, but price, quality, and brand domi-
nate purchase intentions (valor, 2005). there is a positive 
link between CSR and consumer’s purchase intention when 
customers’ support of the main initiative into CSR strate-
gy or when there is high coherence between firms and the 
cause they support, or when the product is high quality 
and when customers do not have to make tradeoffs. 

nonetheless, CsR can generate loyalty (luo et al., 2006), 
resistance (goodwill reservoir (Bhattacharya et al., 2004), 
and a good word-of-mouth (szymansky et al., 2001). all 
these aspects have an influence on previous expectations. 

Bhattacharya et al. (2004) also showed that CsR strategies 
affect consumers’ general sense of well-being. Awareness 
plays a key role for this because, sometimes, customers 
have no knowledge of firms’ activity in this field. Attribu-
tions (causal reasoning when consumers try to understand 
CsR actions) may also benefit companies under some cir-
cumstances—reputation and the alignment of CsR activi-
ties and company purpose. Customers also usually have 

fIgurE 3: Corporate reputation, satisfaction and purchase 
intention.
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a more positive attitude towards firms that are engaged 
in CsR strategies (Bhattacharya et al., 2004) and usually 
identify with companies that support causes that concern 
their consumers. 

several multiplier factors can increase the impact of CsR 
strategies on customers. these factors are marketing glo-
bal strategy and CsR strategy within this one, the mem-
bership to irresponsible perceived industries, and company 
reputation. When firms distinguish themselves from their 
competitors through CsR activities, are pioneers or are 
engaged in several CsR actions, they usually are better 
perceived (Bhattacharya et al., 2004).

fIgurE 4: Csr and customer satisfaction

hypothesis 3: The better the firms’ CSR performance, 
the higher customer satisfaction will be.

Customer satisfaction has an influence on firms’ 
market value

anderson et al. (2004) argued that customer satisfaction 
affects firms’ market value; Bolton et al. (1991) and Oliver 
(1980) found that the more satisfied the customers are, the 
more loyal they will be, and a more positive word-of-mouth 
will be passed on (szymansky et al., 2001). Homburg et al. 
(2005) showed that the more satisfied the customers are, 
the more willing to pay premium prices they will be. all of 
these have an influence on firms’ increasing market value.

there is a broad consensus about the benefits and profits 
that a loyal customer implies for a company. However, 
Reinartz et al. (2002) question it, arguing that loyal cus-
tomers usually expect something in return for their loyalty 
and are more sensitive to prices, because they are more 
familiar with the products they are buying (which allows 
them to establish solid benchmark prices and to value 
product quality), and usually believe they deserve better 
prices for their loyalty. 

Gruca et al. (2005), Fornell (1992), and mittal et al. (2005) 
concluded that the firms with higher satisfaction levels 
among their customers obtain higher cash flows, also en-
suring less volatility on future cash flows (which leads com-
panies to a higher market value) (anderson et al., 2004; 
srivastasa et al., 1998).

as already explained, previous experiences have an impact 
on expectations before purchasing, playing an important 
role in loyalty and overall satisfaction.

hypothesis 4: Companies with higher customer satisfac-
tion enjoy higher customer loyalty and higher cash flows.

fIgurE 5: Customer satisfaction and firmś  market value.

Influence of Csr on firms’ market value through 
customer satisfaction and corporate reputation 

luo et al. (2006) showed that, under some circumstan-
ces, CSR might have a positive influence on firms’ market 
value. these circumstances are quality and ability to in-
novate (corporative skills). When CsR is linked to corpo-
rative skills, firms are more likely to generate favorable 
attributions and customers’ identification with that com-
pany. Both aspects will favor loyalty and other positive 
behaviors. When firms develop strong corporative skills 
that support CsR, they may win social contracts, institu-
tional loyalty, moral legitimacy, and consumers’ support 
(Handelmand et al., 1999). 

Luo and Bhattacharya’s results are conclusive. The firms 
that are better perceived because of their CsR initiatives 
usually have higher customer satisfaction levels, which 
lead to a higher market value through loyalty, as several 
authors have shown .

there is only one drawback in the work of these authors. 
Fortune America’s Most Admired Companies Ranking 
(Fama) is a measure made up of managers and consu-
mers’ opinions, which are, then, perceptions. CSR should be 
a measure of performance, not of the way that consumers 
perceive firms. nevertheless, it seems reasonable that the 
firms that manage to control all the impacts of their value 
chains will have more satisfied customers. as mentioned, 
customers usually have a favorable attitude towards the 
companies that develop CsR strategies. moreover, Brown 
(1998) and Brown et al. (1997) found that, direct or indi-
rectly, CSR affects customers’ responses to a product. Be-
rens et al. (2005) found that CSR influences consumers’ 
attitudes towards a product. 

Corporate reputation and customer satisfaction provide 
feedback for each other. as noted, corporate reputation 
participates in the generation of a customer’s expectations 
before purchasing a product or service. these expecta-
tions, which will be compared with the result of the product 
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or service, will be used also to measure the customer’s ove-
rall satisfaction. Whether or not the customer is satisfied, 
the purchase experience will have an impact on corporate 
reputation because it will also affect the way the firm is 
perceived. Besides, according to with Reptrack, quality—
one of the most important drivers of reputation—is also 
related to customer satisfaction, as a result of the diffe-
rence between previous expectations and the purchase ex-
perience.

hypothesis 5: The better the firms’ CSR performance is, 
the higher the corporate reputation, customer satisfac-
tion, and the firms’ market value.

hypothesis 6: The better the firms’ CSR performance, 
the higher the corporate reputation and the firms’ mar-
ket value.

hypothesis 7: The better the firms’ CSR performance, 
the higher the customer satisfaction and the firms’ mar-
ket value.

fIgurE 6: Csr and firmś  market value.

thE fInAl mODEl 

all the relationships that have been developed through li-
terature review could be summarized in a single model that 
would be like this:

there is also one more proposal that has not been explai-
ned because of its obviousness. loyalty of profitable custo-
mers is a driver of purchase intention and, thereby, of sales. 
the higher the sales, the better the accounting results and 
the higher the shareholder profitability will be. the hig-
her the shareholder profitability and the better accounting 
results, the higher the firms’ market value will be, which 
would make investing in these companies more appea-
ling. that is why market value and investor choice have a 
bidirectional relationship, just like corporate reputation 
and customer satisfaction. 

the following hypotheses would be proposed for this model:

Hypothesis 1: The better a firm’s CSR performance, the more renowned 
it will be.

Hypothesis 2: The more renowned a firm is, the more market value it will 
have.

Hypothesis 3: The better a firm’s CSR performance, the higher its 
customer satisfaction.

Hypothesis 4: Companies with higher customer satisfaction enjoy higher 
customer loyalty and higher cash flows.

Hypothesis 5: The better a firm’s CSR performance, the higher its 
corporate reputation, customer satisfaction, and market value.

Hypothesis 6: The better a firm’s CSR performance, the higher its 
corporate reputation and market value.

Hypothesis 7: The better a firm’s CSR performance, the higher its 
customer satisfaction and market value.
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fIgurE 7: the final model.
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COnClusIOns AnD lImItAtIOns

CsR and the classical theory of firms could be reconcilable 
if the proposed model is fulfilled; CsR would lead to higher 
market value, which would be beneficial also for sharehol-
ders, allowing firms to carry out with their main objective, 
according to Friedman’s ideas. 

independently of the results of our model, there are several 
clear relationships and facts, which should not be forgot-
ten. during the last quarter of 2008 and the first quar-
ter of 2009, we have witnessed with astonishment the fall 
of some of the biggest world companies. some of them 
were saved from bankruptcy by governments but others 
were not, sweeping away thousand of stakeholders. in the 
end, whether or not the government intervened, millions 
of shareholders and all of society have lost. the managers 
of those firms were not doing anything illegal, but it was 
immoral. 

the first lesson is that law is not sufficient to regulate com-
panies’ performance in such a complex world as ours. Ma-
nagers must go even further to guarantee shareholders’ 
and stakeholders’ objectives, guaranteeing the sustainabi-
lity of the companies. the second lesson is that sustaina-
bility, from a triple point of view, is actually a keyword for 
firms’ management. The strategies that are not sustainable 
from an economic, social, and environmental point of view 
are doomed to fail. the industries most harmed by this 
crash are those that were developed with the shortest-term 
vision. the third lesson shows us that the industries and 
companies that participated in the property bubble are 
also the ones that were damaged the most by this crisis. 
this means that the least socially responsible firms were 
also the least profitable for their shareholders during these 
last months. the last lesson is that, in a globalized world, 
economy impacts are also global. World financial markets 
are interconnected and this is why we are facing a global 
crisis. From this point of view, it cannot be said that when 
markets go well, the invisible hand makes all societies im-
prove their standard of living, just some of them. Besides, 
when markets go wrong, the whole world standard of li-
ving worsens considerably. the crisis has not only affec-
ted shareholders, but also all stakeholders. in other words, 
our economic globalization is not linked to human develo-
pment, and that makes it unsustainable.

We have, then, several arguments in support of the sta-
tement that the firms that act irresponsibly are less profi-
table, but what occurs with the firms that carry out their 
business properly?

We need to develop the model mathematically, but —in 
any case— governments and public institutions should 

help companies make customers aware of what is res-
pectful towards the environment and society, and what 
is sustainable, also from an economic point of view. even 
so, CsR is sometimes just a management tool, forgetting 
this first premise pointed out by edward Freeman, and it 
is just used as a tool for the corporate image. this could 
cause the model to fail or, at least, lead us to misunders-
tand the results.
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