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What We knoW about corporate social responsibility messaging

InTRoDUCTIon 
The link between corporate social responsibility 
(CSR) activities and company performance has 
received considerable research attention (Aguinis 
and Glavas, 2012; Cheng, Ioannou, and Serafeim, 
2014). Several studies have demonstrated that 
engaging in CSR activities delivers positive bene-
fits, such as providing access to valuable resources, 
reducing price sensitivity, enhancing marketing 
efforts, and increasing demand, all of which may 
lead to better financial performance (Aguinis and 
Glavas, 2012; Cheng et al., 2014). 

Other studies, however, have found negative or 
contradictory results. Findings have varied widely, 

from positive to negative, to a U-shaped effect, or 
even to an inverse U-shaped effect of CSR on finan-
cial performance (Cheng et al., 2014). Several expla-
nations have been put forward for these conflicting 
findings, including measurement errors, theoretical 
or methodological limitations, and neglect of con-
tingency factors (Aguinis and Glavas, 2012; Cheng 
et al., 2014; Ullmann, 1985). 

The current study attempts to overcome the 
measurement limitations of earlier studies and to 
investigate the impact of CSR initiatives on mar-
keting performance—one dimension of company 
performance that has not been addressed yet. This 
article puts forward and tests the proposition that 
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the success of CSR initiatives is influenced 
by the extent to which customers are made 
aware of them, as well as of the sponsoring 
company, via advertising activities. 

The argument is that advertising 
enhances a company’s information environ-
ment (Nelson, 1974; Servaes and Tamayo, 
2013), to the point that the company does 
not need to advertise its CSR program. By 
advertising its products and services, a 
company raises the level of awareness about 
itself among existing and potential custom-
ers. This increased awareness encourages 
customers to find out more about the com-
pany’s other activities, including its CSR 
activities. As customers become more aware 
of a company’s CSR activities, they become 
better disposed to buy the company’s 
products and services, which, in turn, has 
a positive effect on marketing performance 
(Servaes and Tamayo, 2013). 

This study investigates the relationship 
between CSR initiatives that have been 
found to be valued most—community 
and environmental activities (Fagerstrøm, 
Stratton, and Foxall, 2015)—and marketing 
performance measured by market share. 
The current study also examines the extent 
to which this relationship is influenced by 
advertising intensity, measured by spend-
ing level. 

lITERATURE REVIEW AnD  
HyPoTHESES DEVEloPMEnT 
The next section attempts to define the key 
terms used in this study and the hypoth-
eses that were tested in order to show how 
they advance on earlier work. 

Corporate Social Responsibility
Although CSR is a widely studied topic, 
researchers have not agreed yet on a defi-
nition (Saeidi, Sofian, Saeidi, Saeidi, et al., 
2015). In an influential early study, CSR 
was defined as “the legal, economic, ethi-
cal and discretionary expectations that soci-
ety has of organizations at a given point in 

time” (Carroll, 1979, p. 499). The Commis-
sion of the European Communities defined 
CSR as “the voluntary integration of social 
and environmental concerns into busi-
ness operations and into their interaction 
with stakeholders.”1 A more recent paper 
defined CSR as “context-specific organi-
zational actions and policies that take into 
account stakeholders’ expectations and the 
triple bottom line of economic, social, and 
environmental performance” (Aguinis, 
2011, p. 855). This definition has been used 
by several studies published in leading 
journals (Aguinis and Glavas, 2012). 

In keeping with the definitions above, 
the current study adopted a conservative 
approach (Servaes and Tamayo, 2013), 
defining CSR as “organizational initiatives 
which take into account the expectations 
of the primary stakeholders, i.e. custom-
ers, as well as the financial performance of 
the company” (Aguinis and Glavas, 2012; 
Inoue and Lee, 2011). The current study 
therefore focused only on CSR activities 
targeted toward the primary stakeholders 
(i.e., the customers). The authors further 
assumed that the customers are end users 
or consumers (i.e., members of the general 
public) who are interested in broad soci-
etal and environmental matters (Inoue 
and Lee, 2011). In particular, the current 
study focused on two types of CSR activi-
ties—community and environmental 
initiatives—because these two activities 
are considered to be the most compelling 
types of activities from a customer point 
of view (Aguinis and Glavas, 2012; Inoue 
and Lee, 2011; Servaes and Tamayo, 2013). 

Company Performance
Company performance is a complex, multi-
dimensional construct that is inherently dif-
ficult to operationalize (Carton and Hofer, 
1 Commission of the European Communities. (2002). 
“Green Book: Promoting a European Framework for Cor-
porate Social Responsibility.” Retrieved August 30, 2017, 
from http://Europa.Eu.Int/Comm/Employment_Social/Soc-
Dial/Csr/Greenpaper.Htm

2010; Venkatraman and Ramanujam, 1986). 
Existing studies on the nexus between CSR 
and company performance can be classified 
into two categories, one focused on finan-
cial performance (Servaes and Tamayo, 
2013), and the other on nonfinancial per-
formance (Luo and Du, 2015). Studies of 
financial performance have used a wide 
range of variables, such as Tobin’s q, return 
on assets, and profitability (Aguinis and 
Glavas, 2012; Inoue and Lee, 2011; Servaes 
and Tamayo, 2013). Studies of nonfinancial 
performance have measured the impact of 
CSR activities on variables such as innova-
tion performance (Luo and Du, 2015). 

Company financial performance, in 
turn, is also a multidimensional construct, 
and marketing performance is one of the 
dimensions (Carton and Hofer, 2010). 
Research has shown that variables, such as 
growth in sales revenue and profits, cap-
ture distinct dimensions of performance, 
and no one of these measures on its own 
fully encompasses company financial per-
formance (Venkatraman and Ramanujam, 
1987). Studies on the link between CSR and 
company financial performance typically 
have used only a single variable to meas-
ure financial performance and, therefore, 
should be compared with caution, because 
they might capture only partial or inconsist-
ent dimensions of financial performance 
(Aguinis and Glavas, 2012; Inoue and Lee, 
2011; Lai, Chiu, Yang, and Pai, 2010). 

Marketing Performance 
Researchers have acknowledged widely 
that there is a dearth of literature on the 
meaning and measurement of marketing 
performance (Eusebio, Andreu, and Bel-
beze, 2006). Previous studies have used a 
wide range of measures to operationalize 
the construct “marketing performance” 
(Frösén, Luoma, Jaakkola, Tikkanen, et al., 
2016; Vorhies and Morgan, 2005). These 
measures can be classified broadly as 
either “financial” or “nonfinancial” (Rust, 
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Ambler, Carpenter, Kumar, et al. 2004; 
Stewart, 2009). 

A wide range of financial measures have 
been examined in the literature, including 
sales revenue, sales growth, share of value 
added, marketing productivity (sales 
divided by marketing expenditure), return 
on sales, and return on investment (Pont 
and Shaw, 2003). The most commonly 
used nonfinancial performance measure is 
market share, because it has been shown to 
be a very strong predictor of a company’s 
profitability (Clark, 1999). 

Market share has been treated in vari-
ous ways in academic research: as an inde-
pendent variable (a market-based asset 
driving company performance), and also 
as a dependent variable (reflecting the 
effectiveness of marketing efforts; Rego, 
Morgan, and Fornell, 2013). Market share 
is treated in the latter way in the current 
study—as evidence of the effectiveness of 
marketing efforts. In this interpretation, 
market share is considered as an interme-
diate performance outcome, with financial 
performance being the ultimate effect.

Studies of market share have used two 
approaches to operationalization. One 
approach has been to use unit sales data 
to calculate market share, whereas another 
uses sales revenue (Rego et al., 2013). In the 
current study, the authors opted for the 
latter approach—focusing on sales rev-
enue—because of nonavailability of unit 
sales data for the companies in the study 
sample. 

Impact of CSR on Marketing Performance
Although the research findings are mixed 
(Cheng et al., 2014), a number of studies 
have reported a positive effect of CSR on 
company performance (Wang, Chen, Yu, 
and Hsiao, 2015). A significant propor-
tion of the benefits identified may be con-
sidered marketing related (Bhattacharya 
and Sen, 2010; Maignan, Ferrell, and Fer-
rell, 2005). Researchers have suggested, 

for example, that engaging in CSR activi-
ties creates a reputation for the company 
as honest and reliable and that customers 
consider the products and services of such 
companies as more reliable and of better 
quality (McWilliams and Siegel, 2001). 
Engaging in CSR activities also enhances 
the purchase intention of potential custom-
ers (Fagerstrøm et al., 2015). 

In other words, CSR can be seen as akin 
to a marketing tool (Chahal and Sharma, 
2006; Fagerstrøm et al., 2015), and success-
ful employment of this tool might help 
companies to build a competitive advan-
tage, leading to the enhancement of their 
marketing performance (Vorhies and Mor-
gan, 2005). Researchers have hypothesized 
that engaging in CSR activities might lead 
to improved marketing performance, as 
measured by market share, sales value, 
and customers’ and channel partners’ 
satisfaction and retention (Chahal and 
Sharma, 2006). 

In keeping with this interpretation, stud-
ies have shown that CSR initiatives indeed 
can create marketing advantages for com-
panies, which can lead to improved finan-
cial performance (Lai et al., 2010). Studies 
have demonstrated that CSR activities can 
have a positive effect on brand equity, as 
well as on brand sales performance (Lai 
et al., 2010). CSR activities positively affect 
brand equity among all stakeholders, not 
just customers (Torres, Bijmolt, Tribó, and 
Verhoef, 2012). Other recent studies have 
demonstrated the significantly positive 
impact of brand equity on financial perfor-
mance, in both the short and the long term 
(Mizik, 2014). 

Marketplace polls also have shown that 
customers tend to have a better perception 
of companies that engage in CSR activi-
ties. One study found that “84 percent of 
Americans say they would be likely to 
switch brands to one associated with a 
good cause, if price and quality are simi-
lar” (Bhattacharya and Sen, 2004, p. 9). 

The study also reported that “79 percent 
of Americans take corporate citizenship 
into account when deciding whether to 
buy a particular company’s product, and 
36 percent consider corporate citizenship 
an important factor when making pur-
chasing decisions (Bhattacharya and Sen, 
2004, p. 9). Customers even may be will-
ing to pay a higher price for products and 
services of companies that engage more in 
CSR activities (Servaes and Tamayo, 2013). 

Concluding from these points, the 
authors hypothesized the following:

H1: CSR activities will have a 
positive effect on marketing 
performance. 

Advertising Intensity and CSR 
Companies spend large sums of money on 
promotional activities, providing informa-
tion about their products and services as 
well as other company-related informa-
tion, such as CSR initiatives (Taylor, 2015; 
Yoon, Kim, and Baek, 2016; Yoon and Oh, 
2016). In recent decades, many companies 
have augmented their product advertis-
ing with corporate campaigns focusing on 
their social and environmental responsibil-
ities and initiatives (Yoon and Oh, 2016). 
Some companies are using environmental 
advertising to encourage their customers to 
consume in an eco-friendly manner (Yoon 
et al., 2016). Other companies are embed-
ding prosocial and proenvironmental 
messages in their product advertisements 
(Bhatnagar and McKay-Nesbitt, 2016; Cha-
hal and Sharma, 2006; Yoon and Oh, 2016) 
in the hope that they might heighten envi-
ronmental concern, which might lead to 
the purchase and consumption of environ-
mentally friendly products (Bhatnagar and 
McKay-Nesbitt, 2016; Taylor, 2015). 

Communicating information about 
CSR activities is crucial. Provision of such 
information has been found to affect posi-
tively the credibility of the CSR initiatives 
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themselves as well as that of the spon-
soring company (Gruber, Kaliauer, and 
Schlegelmilch, 2015). This, in turn, can lead 
to increased purchase intention toward 
the company’s products (Fagerstrøm et al., 
2015). The channels of communication, 
such as television and newspaper cover-
age, also have been found to be important 
(Gruber et al., 2015). In a similar vein, one 
influential study hypothesized a positive 
relationship between advertising intensity 
and investment in CSR initiatives (McWil-
liams and Siegel, 2001). 

“Advertising intensity” is defined as 
the amount of advertising expenditure 
relative to a company’s overall resource 
base (Huang and Wei, 2012). The more a 
company spends on advertising, the more 
information is shared with its custom-
ers about its various profit-oriented as 
well as nonprofit-oriented activities, such 
as CSR initiatives (Nelson, 1974; Servaes 
and Tamayo, 2013). Advertising intensity 
equates to information intensity, reducing 
the information gap between the company 
and the customers (Nelson, 1974; Servaes 
and Tamayo, 2013). 

Researchers have suggested that infor-
mation intensity is one of the significant 
elements in the CSR–value relationship 
(Schuler and Cording, 2006). In other words, 
the extent of value creation from CSR activi-
ties hinges on the amount of information 
about those activities passed on to custom-
ers. As supporting evidence for this, studies 

have found that customers more likely will 
buy products from companies that engage 
in CSR activities rather than those that do 
not. This finding, however, is contingent 
on the level of awareness about the CSR 
activities (Bhattacharya and Sen, 2010). This 
explains why many companies are under-
taking corporate advertising campaigns 
highlighting their CSR initiatives, in addi-
tion to their product advertising. 

On the basis of the foregoing, the authors 
hypothesized the following:

H2: The impact of CSR on marketing 
performance will be moderated 
positively by the extent of adver-
tising intensity. 

METHoDology oF THE RESEARCH 
Sample Size and Sample Period
To investigate the link between CSR 
and marketing performance, this study 
focused on nonfinancial U.S.-based com-
panies listed on the S&P 500 Index (See 
the Appendix). This choice was driven by 
the fact that accounting reporting stand-
ards and procedures vary between finan-
cial and nonfinancial companies, which 
makes them difficult to compare. The 
sample was made up of 264 companies, 
which were studied from 2000 to 2009. 
The choice of study period was influenced 
by the fact that companies have been 
engaging in CSR activities increasingly 
over the past decade. 

The 264 companies examined in this 
study are based in the United States and 
headquartered in 29 U.S. states. Fifty-eight 
percent of them are headquartered in Dela-
ware, 4.9 percent are from New York, 3.4 
percent from Ohio, and 3 percent from 
New Jersey. The rest are headquartered 
in 25 other states, with less than 3 percent 
representation in each. By industry sector, 
54.2 percent are manufacturing companies; 
14 percent belong to transportation, com-
munications, electric, gas, and sanitary 
services; 12.1 percent are in service; 10.2 
percent are in retail trade; and 5.7 percent 
are in mining. The rest (3.8 percent) are 
divided among construction, wholesale, 
and nonclassifiable. 

Data and Variables 
Data were gathered from two databases, 
both of which have been used in numer-
ous CSR studies published in leading 
journals (Servaes and Tamayo, 2013; 
Shahzad and Sharfman, 2017). Data for 
CSR activities were collected from the 
KLD database, now known as MSCI RMG 
Research, after acquisition of the Risk-
Metrics Group by MSCI. The complete 
panel included 2,640 observations (264 
companies over 10 years), but the num-
ber of observations was reduced because 
of missing values for some years. This 
research, therefore, worked with a data-
set of 2,541 company/year observations  
(See Table 1). 

TABlE 1 descriptive statistics
Variable obs M Mdn SD Min Max VIF

market share 2,541    22.5230    15.6661   23.3824     0.0803   100

total csr 2,541    –0.0499     0.0000    0.2962     –1.2738     0.9524 1.12

advertising intensity 2,541     0.0134     0.0000    0.0264     0.0000     0.1697 1.08

leverage 2,541     0.1998     0.1920    0.1348     0.0000     1.3947 1.07

r&d intensity 2,541     0.0480     0.0064    0.1072     0.0000     1.9957 1.08

Economic Growth 2,541 12,850.21 13,381.6 1,576.22 10,472.3 14,685.30 1.00

Note: Obs = observations; M = mean; Mdn = median; Min = minimum; Max = maximum; VIF = variance inflation factor; CSR = corporate social responsibility; R&D = research and development.
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This database tracks CSR activities in the 
following 13 categories: community, diver-
sity, employment, environment, human 
rights, product, alcohol, gaming, firearms, 
military, nuclear, tobacco, and corporate 
governance. Earlier research showed that 
all of these CSR dimensions were not 
equally important to customers (Lee, Seo, 
and Sharma, 2013; Maignan et al., 2005; 
Servaes and Tamayo, 2013). Consequently, 
this study concentrated on two categories 
that were found to be most significant: 
community and environment activities 
(Aguinis and Glavas, 2012; Servaes and 
Tamayo, 2013).

The KLD database reports on the num-
ber of strengths and concerns for each of 
the categories, but these have changed 
over time, so it is not possible to compare 
within a category across the years. In line 
with a similar study (Servaes and Tamayo, 

2013), the number of strengths and the 
number of concerns for each company 
year were scaled to form two indices rang-
ing from 0 to 1. The number of strengths 
and number of concerns for each company 
year for each of two CSR categories were 
divided by the maximum possible number 
of strengths and concerns in each category 
year. The value for concerns was then sub-
tracted from the value for strengths, which 
yielded a measure of net CSR involvement 
in each category, ranging from −1 to 1 for 
each company year. Finally, the net CSR 
scores for community and environment 
were added up, to yield an overall net CSR 
measure ranging from −2 to 2. 

In the second phase of data collection, 
marketing-performance data and data for 
control variables were obtained from the 
Compustat database. Compustat has been 
used extensively as a source for company 

performance-related data (Servaes and 
Tamayo, 2013). In keeping with similar 
studies (Rego et al., 2013), the authors 
measured market share as a company’s 
sales revenue divided by total sales in the 
industry at the four-digit SIC code level. 
They calculated this measure for every 
year for every company in the sample. 
Some control variables were added to the 
model, because marketing performance 
is affected by other company activities as 
well as by the wider economic environ-
ment (Servaes and Tamayo, 2013). 

Control Variables
The first control variable was advertising 
intensity, measured as advertising expend-
iture as a percentage of sales revenue. This 
was based on the hypothesis (Hypothesis 2) 
that advertising CSR activities likely affect 
market share either directly or indirectly, 

TABlE 2 Variables for the study
Types of Variables Variable operationalization Source

dependent Variable market share  percentage of sales revenue as compared with 
total sales revenue in an industry at four-digit sic 
level

compustat 

independent Variable corporate social 
responsibility activities 
(summation of community 
and environment  score)  

csr strength minus csr concerns kld database 

moderating Variable advertising intensity advertising expenditure divided by sales compustat 

control Variable leverage total long-term debt divided by total asset compustat

advertising intensity advertising expenditure divided by sales compustat 

r&d intensity r&d expenditure divided by sales compustat 

Economic growth
 

Gross domestic product Federal reserve Bank of st. 
louis website 

instrumental Variables Blue and red states
(dummy variable)

1 if the company’s headquarters are located in a 
blue state, and 0 otherwise

www.electoral-vote.com

Voting The average margin of victory in the five 
presidential elections between 1992 and 2008 for 
the democratic president candidate in the state 
where company i’s headquarters is located.

www.commons.wikimedia.org

Note: CSR = corporate social responsibility; R&D = research and development.
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by creating a higher level of awareness 
among existing and potential consumers, 
thus stimulating their inclination to pur-
chase (Servaes and Tamayo, 2013).

The second control variable included 
in the model was for research and devel-
opment (R&D) activities (Servaes and 
Tamayo, 2013), because this variable also 
has been shown to have an impact on com-
pany performance (Artz, Norman, Hat-
field, and Cardinal, 2010). A higher level 
of investment in R&D might be expected 
to result in improved product quality as 

well as in the introduction of new products 
and services to the market, with a result-
ant increase in sales and market share for  
the company. 

The third control variable included was 
for capital structure—that is, the amount of 
long-term debt—because this also has been 
demonstrated to affect performance (Mar-
garitis and Psillaki, 2010). It is possible that 
debt leveraging, measured as long-term 
debt divided by total assets, affects market 
share (Inoue and Lee, 2011). Finally, this 
study controlled for the impact of overall 

economic activity in the U.S. economy, 
measured by gross domestic product, 
because this might affect company per-
formance positively or negatively. (See 
Table 2 for a summary of all variables in 
this study and their operationalization.)

Model Specification
To estimate the relationship between CSR 
and market share and the possible mod-
erating effect of advertising intensity, this 
study relied on the following specification:

Market Shareit  = β + α0 Market Shareit − 1

 + α1 Corporate Social Responsibilityit + 
 α2 Advertising Intensityit ×
 Corporate Social Responsibilityit + 
 α2 Advertising Intensityit  + α4 Leverageit  +
 α5 R&D Intensityit  + α6 Economic Growthit  +
 Controls (Sector, Year)  + ηi + ε it

where i and t represent company and year, 
respectively; controls (sector, year) are a 
set of dummy variables that capture tem-
poral and sector fixed effects; ηi is the pos-
sible company-specific component of the 
error term; and εit is the error term. 

In line with earlier studies, this research 
estimated the partial adjustment model 
(Hanssens, Parsons, and Schultz, 2001). In 
this model, the dependent variable, mar-
ket share, was lagged by one period. This 
model thus allowed the authors to analyze 
the effect of CSR activities on the market 
share in both the short and the long term. 

Problem of Endogeneity 
The CSR literature has predicted an endog-
enous relationship between CSR and com-
pany performance (Cahan, Chen, Chen, 
and Nguyen, 2015). Endogeneity, in partic-
ular omitted variables and reverse causal-
ity, could be an issue in the current study. 
Although the authors included a number 
of control variables to reduce the impact 
of omitted variables, the model still could 
suffer from endogeneity caused by other, 
unobservable variables and reverse causal-
ity (Cahan et al., 2015). 

TABlE 3 results of two-stage least squares regressions  
Variable First Stage Second Stage

market share (t – 1)  0.9865***

(0.0011)

adjusted total corporate social responsibility  4.6833***

(1.0463)

advertising intensity × total corporate social 
responsibility

 2.8842***

(0.5993)

Blue state  0.0412*

 (0.0239)

Voting  0.0041***

 (0.0010)

advertising intensity  1.8144***     5.8575***

 (0.2201)     (1.9791)

leverage  0.0082     –0.1553

 (0.0431)     (0.1935)

r&d intensity  0.0912*     –0.6120**

 (0.0526)     (0.2927)

Economic Growth  2.79 e-06     –0.00003

 (5.32 e-06)     (0.00002)

Year fixed effects Yes Yes

Industry fixed effects Yes Yes

First-stage cragg & donald test (F-value) 10.02

Overidentification test (p-value)  0.1814

Adjusted R2  0.3775     0.9777

F stat. 25.06*** 20,406.81***

Note: Robust standard errors clustered at the company level are used to compute t-statistics. Standard errors in parentheses. 
*p<0.10; **p<0.05, ***p<0.01.
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The authors conducted the Durbin–Wu–
Hausman test to detect the possible pres-
ence of endogeneity. As the CSR literature 
has predicted, the results of the Durbin–
Wu–Hausman test confirmed the presence 
of endogeneity (χ2

Durbin–Wu–Hausman test = 10.022, 
p = .0015). The CSR literature further pre-
dicted that reverse causality could be an 
issue in the setting of the current study. 
The authors hence carried out Granger 
causality, and the results confirmed the 
direction of influence from market share 
to CSR (FGranger test = 0.49, p = .4821).

Instrumental Variables 
To address this endogeneity problem, in 
keeping with similar studies (Cahan et al., 
2015), the authors incorporated two instru-
mental variables in the model by utilizing 
a two-stage least-square (2SLS) regression 
analysis. The first instrumental variable 
was the ideological leaning of the state 
in which a company’s headquarters were 
located. Companies that are headquartered 
in Democratic-leaning states—known as 
blue states—tend to be more active in CSR 
activities, compared with companies head-
quartered in Republican-leaning states, 
which are known as red states (Di Giuli 
and Kostovetsky, 2014). 

This variable was incorporated in the 
model as a dummy variable that equaled 
1 for a blue state and 0 for a red state. The 
second instrumental variable incorporated 

in the model was voting. This was a con-
tinuous variable that measured the average 
margin of victory or defeat for Democratic 
candidates in the five presidential elections 
between 1992 and 2008 in the state where 
company i had its headquarters. 

Instrumental variables must fulfill two 
criteria in 2SLS regression. First, there 
should be a high correlation between the 
instrumental variable and the predicted 
value of that instrumental variable. Second, 
there should be no significant correlation 
between the instrumental variables and 
the error terms in the dependent variable 
regression (Cahan et al., 2015). The authors 
carried out an instrument relevance test 
(Cragg and Donald, 1993) to confirm the 
relevance of the instrumental variables (i.e., 
high correlations between the instrumen-
tal variables and adjusted CSR). They con-
ducted an overidentification test (Sargan, 
1958) to investigate the exogeneity of the 
instrumental variables—that is, no signifi-
cant correlations between the instrumental 
variables and the error terms in the market 
share regression (See Table 3). 

Descriptive Statistics and Correlation 
In line with Hypothesis 1, the correla-
tion matrix shows that market share was 
positively correlated with total CSR (29.85 
percent; See Table 4). As for the control 
variables, growth in advertising intensity 
and R&D intensity both were correlated 

positively with market share. There were 
no outliers detected in the data, since there 
was no value outside the range (μ – 3σ, μ 
+ 3σ). 

To assess the possibility of multicollin-
earity among the independent variables, 
the authors calculated variance inflation 
factors. These ranged from 1.00 to 1.12 (see 
Table 1), substantially lower than the cutoff 
of 10 for multiple regression models (Hair, 
Anderson, Tatham, and Black, 1998), which 
indicates that multicollinearity was not a  
problem.

RESUlTS 
In the first stage of 2SLS, CSR was used 
as the dependent variable, and blue state 
and voting were used as the instrumental 
variables. In the second stage of 2SLS, mar-
ket share was used as the dependent vari-
able, and the predicted value of total CSR 
(adjusted CSR) was used in place of total 
CSR score (Cahan et al., 2015). 

As can been seen in the first-stage 
regression, the two instrumental vari-
ables, blue state and voting, were posi-
tive and statistically significant at the 10 
percent and 1 percent levels, respectively 
(See Table 3). The instrument relevance 
test (Cragg and Donald, 1993) showed 
that the null hypothesis could be rejected 
(F = 10.02)—that is, the instruments of the 
study were not weak. This confirms the 
relevance of the instrumental variables. 

TABlE 4 correlation matrix
Variable 1 2 3 4 5 6

1 market share  1.0000

2 total csr   .2985 1.0000

3 advertising intensity   .2636  .2383 1.0000

4 leverage  −.2414 −.0629 −.0415 1.0000

5 r&d intensity  .7435  .1466 −.0230 −.2034 1.0000

6 Economic Growth  −.0409  .0476  .0052  .0090 −.0429 1.0000

Note: CSR = corporate social responsibility; R&D = research and development.
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The overidentification test (Sargan, 1958) 
demonstrated that the two instrumental 
variables did not violate the overidentify-
ing restriction (p = .1814).

In the second stage of the regression, 
market share was the dependent variable, 
and the predicted value for CSR was used 
as the independent variable. The analysis 
demonstrates that the coefficient estimate 
of the predicted value of CSR was posi-
tive and significant at the 1 percent level 
(α1 = 4.6833, p = .000). The results, there-
fore, support Hypothesis 1, that companies 
engaging in CSR activities do reap the ben-
efit of these activities in the form of higher  
market share. 

The results further show that the inter-
action between advertising intensity and a 
company’s CSR activities was positive and 
significant (α2 = 2.8842, p = .000), indicat-
ing that the relationship between CSR and 
market share was stronger for companies 
with a higher level of advertising expendi-
ture. The analysis shows, therefore, that 
the more companies spend on advertising, 
the more positive is the impact of CSR on 
market share. 

The inclusion of the lagged market share 
term in the model allowed the analysis of 
the long-term effects of CSR. The signifi-
cant coefficient of the lagged dependent 
variable (α0 = 0.9865, p = .000) indicates that 
CSR was a significant determinant of mar-
ket share in the long term, in addition to 
the short-term effect. 

As for the control variables, companies 
that had greater advertising intensity (α3 = 
5.8575, p = .003) also had a higher market 
share. In contrast, however, the analysis 
also showed that companies that invested 
less in R&D (α5 = 0.6120, p = .037) had a bet-
ter market share. 

Finally, the adjusted R2 value in the 
second stage was very high (97.77 per-
cent), which indicates that CSR activities 
and advertising intensity played a signifi-
cant role in explaining market share. It is 

important, however, to mention that some 
of the explanatory power was due to the 
lagged dependent variable, because there 
was considerable inertia in market share. 
This indicates that the effect of CSR activi-
ties is long lasting.

ConClUSIonS AnD MAnAgEMEnT 
IMPlICATIonS 
This article fills an important gap in the 
CSR literature by providing evidence of 
a positive link between CSR activities and 
marketing performance, as measured by 
market share. The findings of this research 
show that companies engaging in com-
munity and environmental CSR activities 
reap the benefit of their investment in the 
form of improved market share. This study 
shows that customers viewed CSR activi-
ties positively and rewarded such activi-
ties by buying more products and services 
from these companies. 

The findings also show that the relation-
ship between CSR activities and market 
share was moderated positively by the 
extent of advertising intensity, as hypoth-
esized. In other words, the greater the 
advertising expenditure was, the stronger 
was the relationship between CSR activi-
ties and marketing performance. Advertis-
ing lessens the information gap between 
companies and their customers (McWil-
liams and Siegel, 2001), making customers 
aware not only of the companies’ products 
and services but also of other initiatives, 
such as CSR. These results are consistent 
with those of previous research that dem-
onstrated that the relationship between 
company value, measured by Tobin’s q, 
and CSR activities was moderated by the 
level of customers’ awareness of the CSR 
initiatives (Servaes and Tamayo, 2013). 

The results indicate, furthermore, that 
companies do not have to advertise their 
environmental and community CSR 
activities. Even if they just advertise their 
products, the advertisements will create 

awareness about the company itself, which 
will encourage consumers to seek out 
more information about the company’s 
other activities, including CSR. As the cus-
tomers become aware of the company’s 
CSR initiatives, they tend to buy more of 
its products, thereby positively influencing 
marketing performance.  
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Ticker Symbol

a BiiB dE has lpx pcar sYk

aa Bll dGx hd luV pcG sYmc

aapl Bms dhr hEs lxk pcl sYY

aBc BmY dis hoG mar pEG t

aBt Brcm doV hoN mas pEp tap

adBE Bsx doW hot mat pFE tE

adi ca dri hpQ mcd pG tEr

adm caG dtE hrB mck ph tGt

adp cah duk hsp mco phm thc

adsk car dVN hsY mdp pki tiF

aEE cat EBaY iBm mkc pll tJx

aEp ccE Ecl iFF mmm pmcs tmo

aEs ccl Ed iNtc mo pNW tWx

aGN ciEN EFx iNtu moN ppG txN

altr cl Eix ip mrk ppl txt

amat clx Emc ipG mro px uis

amcc cmcsa EmN ir msFt Qcom uNp

amd cmi Emr itt mu QlGc ups

amGN cms EoG itW mxim r utx

aN cNp Esrx JBl mYl rai VFc

apa coh Etr Jcp NaV rdc Vlo

apc col Exc Jdsu Ncr rhi Vmc

apd cop F JNJ NEm rok VZ

apol cost Fcx JWN Ni rrd Wat

ash cpB Fdx k NkE rtN Whr

ati csc FE kBh Noc saNm Wm

aVp csco FisV klac Nsc sBux WmB

aVY csx Flr kmB Ntap sEE Wmt

aZo ctas Gd ko NuE shW WY

Ba ctB GE kr NVda sial x

Bax ctl Gild kss NWl slB xEl

BBBY ctxs Gis lEG NYt sNa xlNx

BBY cVG GlW lh odp so xom

Bc cVs Gpc lll omc spls xrx

Bcr cVx Gps lltc orcl srE Yhoo

Bdx d Gt llY oxY stJ Yum

Bhi dd GWW lmt paYx sVu

BiG dds hal loW pBi sWk

APPEnDIX 
companies used in the sample (ticker symbol) 


