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Abstract
Purpose – The purpose of this paper is to shed light on the relationship between the adoption of Social
Accountability 8000 (SA8000) – which is considered the most important ethical certification standard – and
firm performance, building on agency and contingency theories.
Design/methodology/approach – The authors analyse secondary longitudinal balance sheet data of listed
firms employing a rigorous event-study approach and compare SA8000-certified companies to different
control groups based on three matching criteria, i.e., industry, size, and pre-certification performance.
The authors then study the moderating effects of the cultural features, the country’s development level, and
the labour intensity on the causal relationship through multiple regression methods.
Findings – The authors find that SA8000 certification positively affects labour productivity and sales
performance but has no effect on profitability. Furthermore, the study supports that the relationship between
SA8000 and profitability is moderated by two cultural features of the home country of the firms (i.e. power
distance and uncertainty avoidance).
Originality/value – This is the first study, which empirically tests the effects of the ethical
certification SA8000 on firm performance using a cross-country sample. In addition, the authors contribute
to the wider debate on the effects of corporate social responsibility practices on firm performance.
Keywords Sustainability, Corporate social responsibility, Event study, Operational performance,
Social accountability, SA8000
Paper type Research paper

Introduction
The effects of corporate social responsibility (CSR) practices on firm performance have
been the subject of a considerable volume of research by business ethics, finance, strategy,
and management scholars since the late 1980s (Orlitzky et al., 2003; Crifo et al., 2016;
Wu and Shen, 2013; Foote et al., 2010). These transversal and interdisciplinary topics
have recently raised significant interest also among operations and supply chain
management scholars (e.g. Crifo et al., 2016; Lo et al., 2013, 2014; Klassen and
Vereecke, 2012), since the two aforementioned functions are among the most significantly
affected by CSR (Longoni et al., 2014).

After decades of research, the effects of CSR practices on firm performance still remain
controversial because of the conflicting results obtained from the empirical studies, i.e.,
positive relationships (Barnett and Salomon, 2006; Wang and Choi, 2013; Kang and Liu, 2014),
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negative relationships (Renneboog et al., 2008; Brammer et al. 2006), neutral relationships
(Surroca et al., 2010; Collison et al., 2008), or mixed relationships (Choi et al., 2010;
Wang et al., 2008; Park and Lee, 2009).

This paper seeks to empirically analyse the effects of the most widespread ethical
certification standard as far as the number of certified firms is concerned (Fuentes-García
et al., 2008; Crals and Vereeck, 2005), namely the Social Accountability 8000 (SA8000
hereafter), on performance of certified firms. The SA8000 standard was created by the Social
Accountability International (SAI) ( formerly known as the Council on Economic Priorities
Accreditation Agency) in 1997, based on the conventions of the International Labour
Organization, United Nations, and national laws. It focusses on eight prominent areas – child
labour, forced or compulsory labour, health and safety in the workplace, freedom of
association and the right to bargain collectively, discrimination of employees, disciplinary
practices, working hours, and remuneration – and sets for each of them a series of
requirements that the company and its upstream supply chain have to respect
(Social Accountability International (SAI), 2014). The SA8000 certification is adopted on a
voluntary basis but compliance is ensured by certification from a third party, which audits
firms on behalf of SAI.

An increasing number of scholars have studied the advantages of SA8000
(e.g. Ciliberti et al., 2009, 2011; Christmann and Taylor, 2006; Stigzelius and
Mark-Herbert, 2009) and the obstacles to its adoption (e.g. Fuentes-García et al., 2008;
Miles and Munilla, 2004; Rasche, 2010a). However, the relationship between the adoption
of the certification and the firm’s performance is far from clear due to a lack of rigorous
empirical studies and weak theoretical foundations (Sartor et al., 2016).

Previous studies have dealt with the performance impact of other CSR standards/
management systems: ISO 9000 (Corbett et al., 2005; Lo et al., 2014); ISO 14000
(De Jong et al., 2014); OHSAS 18001 (Lo et al., 2014); and ISO 26000 (Valmohammadi, 2014).
However, ISO 9000 and ISO 14000 focus on quality management and environmental issues
(rather than on ethical issues), respectively. OHSAS 18001 concerns occupational health
and safety, which covers only one of the eight issues addressed by the SA8000. Finally,
ISO 26000 is an ethical process standard, i.e., a set of CSR guidelines, while SA8000 is an ethical
certification standard i.e., compliance is ensured by third-party audits (Gilbert et al., 2010).

To fill abovementioned gaps, this paper addresses the following two research questions:

RQ1. What are the effects of the implementation of SA8000 standard on the performance
of listed firms?

RQ2. What are the contingency factors moderating these effects?

In this study, we focus on the firms listed on stock markets for a twofold reason. First, they
are more likely to adopt CSR standards/management systems (e.g. Qi et al., 2013) since:
stockholders put more pressure on them to be sustainable (Mishra and Suar, 2010); and they
need to signal their CSR commitment to stockholders (Khanna et al., 2007; Nishitani, 2010).
This also applies to the SA8000 certification: the percentage of certified companies is higher
for listed firms than that for all the other firms in a specific country. Let us consider as an
example three countries, i.e., Italy, India, and Romania, which account for approximately
65 per cent of the total certified firms. Among the 350 Italian listed firms (The Borsa Italiana
SpA., based in Milan), five are SA8000 certified (1.43 per cent); while among the 2.6 million of
Italian partnerships and joint-stock companies (Unioncamere, 2015), 1,081 are SA8000
certified (0.042 per cent) (SAI, 2014). Among the approximately 2,600 Indian listed firms
(National Stock Exchange of India Limited in Mumbai), 65 are SA8000 certified (2.50 per cent);
while among the around one million of Indian partnerships and joint-stock companies
(Ministry of Corporate Affairs, 2015), 953 are SA8000 certified (0.093 per cent) (SAI, 2014).
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Among the approximately 83 Romanian listed firms (Bucharest Stock Exchange), three are
SA8000 certified (3.62 per cent); while among the around 700,000 Romanian partnerships and
joint-stock companies (Eurostat, 2014), 128 are SA8000 certified (0.018 per cent) (SAI, 2014).
Second, accurate and cross-country comparable data of listed firms are readily available from
public sources because their balance sheets are standardized and subject to disclosure
requirements (Takahashi and Nakamura, 2010). This allows us to measure performances
through objective data rather than based on self-reported measures.

Drawing from the SA8000 literature and looking through the theoretical lenses of agency
and contingency theories, we develop some research hypotheses about the effects of SA8000
on firm performance (i.e. labour productivity, sales growth, and profitability) and the
contingency factors that might affect them (e.g. cultural features, country development,
labour intensity). We then empirically test these hypotheses through event study and
multiple regression methods. A similar approach was adopted by Lo et al. (2014) to study the
effects of OHSAS 18001 certification on firm performance.

Our paper contributes to operations and supply chain management theory mainly in
three significant ways. First, it is the first study, which empirically tests the effects of the
ethical certification SA8000 on firm performance on a cross-country sample. Second, we
contribute to the wider debate on the effects of CSR practices on firm performance by
supporting the social impact school, which postulates that CSR enhances the firm’s
reputation among stakeholders and leads to better performance. Third, we shed light for the
first time on the moderating effect of national culture on the relationship between CSR
practices and firm performance.

Our study might also help managers to understand the potential value of SA8000
certification and the factors potentially affecting its effectiveness and to take more informed
decisions about the implementation of CSR certification standards in general.

Literature review
Many authors have studied the relationship between CSR practices and firm performances
since the late 1980s obtaining varying outcomes: a positive relationship (e.g. Barnett and
Salomon, 2006; Shen and Chang, 2009; Wang and Choi, 2013; Kang and Liu, 2014;
Tate et al., 2010; Klassen and Vereecke, 2012; Carter and Rogers, 2008), a negative relationship
(e.g. Renneboog et al., 2008; Brammer et al., 2006), a neutral relationship (e.g. Surroca et al.,
2010; Collison et al., 2008), and a mixed relationship (e.g. Choi et al., 2010; Wang et al., 2008;
Park and Lee, 2009; Godfrey et al., 2009). For a detailed review of these studies, see Margolis
andWalsh (2003), Orlitzky et al. (2003), and Carroll and Shabana (2010) among others. The first
possible reasons for the varying/conflicting results of the studies may be related to their focus
on different CSR practices/initiatives, such as the ISO 14001 certification, the OHSAS 18001
certification, the ISO 26000 standard, the company’s ethical codes of conducts, and other
specific social/environmental practices measured through self-reported survey measures or
external evaluations (e.g. Dow Jones sustainability index, Domini 400 social index) (see
Orlitzky et al., 2003). Other possible motivations may concern instead the different
performance measurements considered, such as sales, cost-efficiency, profitability, and
shareholder value. The aforementioned varying/conflicting results might also be traced back
to two conflicting schools of thought in management theory (Shen and Chang, 2009;
Tang et al., 2012): the social impact school, which argues that CSR enhances the firm’s
reputation among stakeholders and leads to better performances (e.g. Preston and
O’Bannon, 1997; Berman et al., 1999; Carmeli et al., 2007) and the shift of focus school,
which claims instead that CSR increases firm’s costs and deflects the focus from the
maximisation of stockholders’ value (Brammer and Millington, 2008; Becchetti et al., 2007).

Considering the focus of this paper and the specificities of the SA8000 certification in
comparison with other CSR practices/initiatives, we conducted a systematic literature review
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on the effects of SA8000 certification. We performed a keyword search in the main electronic
databases (Thomson Reuters Web of Science, Scopus, and Academic Search Premier EBSCO),
using the keywords “SA8000”, “SA 8000”, and “Social Accountability 8,000”. We then screened
the full texts of the 318 identified contributions and excluded those which only cited the
SA8000 certification without any analysis/discussion (268 papers) and those that do not
provide any information on the impact (or potential impact) of the SA8000 certification
adoption on at least one firm performance measure, and not even on a comparative basis
(18 papers). The second group of excluded papers deals with the diffusion processes of the
certification (e.g. Llach et al., 2015) or the comparison between the implementation of SA8000
and the implementation of other standards/management systems (e.g. Ciliberti et al., 2008),
which is not relevant for the purpose of this study. By means of this search strategy, we
identified 32 relevant papers dealing with the effects of SA8000 certification, which were
published from 2002 to 2015 in business ethics/sustainability journals (21 papers, nine of which
were published in the Journal of Business Ethics), operations and supply chain management
journals (three papers), international business journals (one paper), marketing journals (one
paper), and general management journals (six papers).

The papers are summarised in Table I, which reports the hypothesised or tested effects
of SA8000; the methodological approaches adopted to highlight/postulate these effects; and
the underpinning theoretical frameworks (if any). The effects are classified according to
their nature (i.e. positive vs negative effects) and functional area (i.e. operational, market,
innovation, and other effects).

Before discussing in detail the hypothesised/tested effects, it is worthwhile considering
the methodological approaches adopted by the reviewed studies and their theoretical
foundations. In total, 19 contributions (59.5 per cent) are conceptual (theoretical framework
development based on literature review and anecdotal evidence), ten (31.3 per cent) are
based on case studies, two (6.1 per cent) adopted a survey method, and one (3.1 per cent)
contribution is based on the experimental auction. Focussing on the two papers that seek to
empirically test some effects of the SA8000 certification through survey method, we notice
that Battaglia et al. (2014) is based on a sample of 213 fashion (small and medium)
enterprises located in Italy and France and considers all ethical certifications together
(e.g. SA8000, Fair Trade, and Trans Fair) without separating the effects of SA8000 from the
other certifications. In addition, it relies on self-reported performance data. The hypotheses
tested by this study (see Table I) should therefore be further verified with a specific
reference to SA8000 certification, possibly adopting a more heterogeneous sample for firm
size and country of location and also considering objective quantitative performance data
(such as balance sheet data). The other paper (Merli et al., 2015) relies on the data of
649 Italian SA8000-certified firms and is based on self-reported performance data.
While Italy is the country with the highest number of certified firms, results of this study
should be verified by a geographically dispersed sample, possibly also considering objective
quantitative performance data. In summary, a need exists for large-scale quantitative
studies empirically testing/verifying the effects of SA8000 certification identified by
the extant literature.

As far as the theoretical foundations of reviewed studies are concerned, only five
contributions (16 per cent) are grounded on mainstream theories. Starting from two
predictions based on the transaction cost economics (TCE) (Coase, 1937; Williamson, 1975),
i.e., monitoring reduces customer-supplier information asymmetries and opportunistic
behaviours (Balakrishnan and Koza, 1993) and sanctions reduce the likelihood of
opportunistic behaviours (Williamson, 1996), Christmann and Taylor (2006) analyse the
level of quality of implementation (symbolic vs substantive) of international certifiable
standards (including SA8000). Building on agency theory, Ciliberti et al. (2011) show that the
adoption of codes of conduct, in particular of third-party certifications such as SA8000,
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reduces the information asymmetry between the firm (principal) and its partners (agents).
This could attenuate two key problems in agency relationships, i.e., moral hazard and
adverse selection (mainly caused by information asymmetry). Gilbert and Rasche (2007)
discuss some opportunities and problems created by standardized ethics initiatives
(e.g. SA 8000) from the perspective of the stakeholder theory (Freeman, 1984; Donaldson and
Preston, 1995). Furthermore, they highlight that these standardized initiatives: provide
guidance on how to take into account stakeholder interests but the advices given on the
communication with stakeholders are too unspecific (descriptive stakeholder theory); allow
firms in general to reduce long-term costs and increase productivity but might create a
variety of costs that can be harmful (especially for small and medium enterprises)
(instrumental stakeholder theory); and provide a communicative-rational moral point of
view but the design of discourses to develop norms is often insufficient (normative
stakeholder theory). Zhao et al. (2012) shed light on the stakeholders of various CSR
initiatives (including SA8000), e.g., employees, shareholders, creditors, suppliers,
environment and resources agency, local communities, and government, and seek to
propose CSR indicators based on stakeholder theory. Finally, Battaglia et al. (2014) measure
the level of adoption of CSR practices based on stakeholder theory by focusing on four areas
of responsibility (i.e. human resources, market, community and environmental outcomes)
and estimated the consequent performance impact.

Several authors (e.g. Rasche, 2009; Ruževičius and Serafinas, 2007; Stigzelius and
Mark-Herbert, 2009) argue that the adoption of SA8000 certification leads to improvement of
working conditions. This effect might sound quite tautological to readers, as it is in fact the
main goal of the certification. However, it allows us to introduce a set of further effects
hypothesised by the reviewed studies. Henkle (2005) and Stigzelius and Mark-Herbert (2009)
highlight, for instance, that workers of SA8000-certified firms feel more protected and
involved in the achievement of the strategic goals and this tends to reduce absenteeism and
staff turnover. Other authors hypothesise (e.g. Fuentes-García et al., 2008; Miles and Munilla,
2004; Rohitratana, 2002; Wang, 2008) and support the argument that SA8000 certification
contributes to increasing the firm’s ability to attract a skilled workforce (Merli et al., 2015).
These benefits of the certification together with a generally higher enthusiasm of the
employees led many authors to hypothesise that SA8000 certification increases personnel
productivity (e.g. Castka and Balzarova, 2008; Ciliberti et al., 2011; Stigzelius and
Mark-Herbert, 2009). Other authors postulate that SA8000 also leads to improvement of
product quality (e.g. Castka and Balzarova, 2008; Henkle, 2005; Koplin et al., 2007).

Another operational effect of the certification hypothesised by many authors is cost
reduction (e.g. Castka and Balzarova, 2008; Henkle, 2005; Wang, 2008). Rohitratana (2002)
and Salomone (2008) notice for instance that changes made to align business processes to
SA8000 requirements lead to the increase in their efficiency. The cost reduction effect is
however a debated issue. Many authors in fact, warned against the high costs of obtaining
and maintaining the certification (e.g. Ciliberti et al., 2011; Miles and Munilla, 2004;
Rohitratana, 2002). The activities performed to comply with the SA8000 requirements
(such as modification of the business processes, additional compensation for overtime, and
data collection and management) increase costs. The fees charged by certification bodies,
third-party auditors (and sometimes the external consultants involved) incur further costs.
In addition, SA8000 imposes constraints on supplier selection (Christmann and
Taylor, 2006; Rohitratana, 2002; Werre, 2003). Certified companies must in fact persuade
their suppliers to comply with the SA8000 requirements, limiting selection of potential
suppliers only to those that are willing and able to meet these requirements. This entails
additional costs for searching and the need of paying a premium.

Christmann and Taylor (2006) highlight that the quality of standard implementation
differs across certified firms: some firms pursue only a symbolic implementation in which
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the certified management system is not used in their daily operations, while others pursue a
substantive implementation in which standard requirements are embedded in their
daily routines. Despite the fact that no study has faced this issue, most of the
aforementioned operational effects (e.g. increases in personnel productivity, improvement
of product quality, and cost reduction) might vary significantly according to the type of
implementation truly performed.

The attention to workers’ rights, the defence of child labour, and in general the attention
to ethical issues were hypothesised to improve firm reputation (e.g. Miles and Munilla, 2004;
Rohitratana, 2002; Zutshi et al., 2009) and to increase customer satisfaction
(e.g. Beske et al., 2008; Ciliberti et al., 2009; Zhao et al., 2012). The first abovementioned
effect was also supported by Battaglia et al. (2014) and Merli et al. (2015).
De Magistris et al. (2015) empirically confirm through an experimental auction in
southern Italy involving 88 consumers that the SA8000 certification increased the
customers’ willingness to pay canned tuna fish. Fuentes-García et al. (2008) and
Salomone (2008) argue however that due to the poor knowledge of the standard owned by
the customers, companies should invest significant resources in the promotion of their
commitment to this initiative.

Some authors then argue that SA8000 leads to sales increase (Merli et al., 2015;
Miles et al., 2006; Stigzelius and Mark-Herbert, 2009). On the one hand, the certification
allows companies to attract new customers and retain the existing ones (see the previous
paragraph). On the other hand, it allows firms to charge a premium price by targeting the
“ethical consumers”.

A few studies claim that the SA8000 certification has a positive effect on technical
products and on organisational innovation (Battaglia et al., 2014; Beschorner and Müller,
2007; Gilbert and Rasche, 2007). Certified firms can in fact conduct co-design and
co-development activities with the stakeholders who have a similar ethical sensibility
(Battaglia et al., 2014). Changes performed to align processes and procedures to SA8000
requirements might also lead to organisational innovations such as the adoption of new
organisational structures (Beschorner and Müller, 2007).

A further effect of SA8000 certification postulated by many authors is the easier access
to bank credit (e.g. Beske et al., 2008; Ruževičius and Serafinas, 2007; Zutshi et al., 2009).
Compliance with SA8000 requirements might in fact facilitate relationships with banks and
investors as well as with monitoring authorities (e.g. public welfare, assistance bodies, and
control agencies for safety). This effect is however not supported by Merli et al.’s (2015)
survey results.

Finally, several studies argue that SA8000 leads to the improvement of the relationship
with the stakeholders (e.g. Battaglia et al., 2014; Beschorner and Müller, 2007; Miles and
Munilla, 2004). This is a multi-faceted effect encompassing several of the aforementioned
benefits such as better relationships with employees (increase of personnel productivity),
better relationships with customers (increased customer satisfaction/increase of sales),
and better relationships with banks and investors (easier access to credit).

Despite the significant attention devoted to the effects of the SA8000 certification, no
previous study has analysed or discussed the factors that might moderate the relationship
between the adoption of the SA8000 certification and the firm performances.
These moderating factors have been studied for the relationship between other CSR
practices and firm performance. Lee, Seo and Sharma (2013) and Lee, Singal and
Kang (2013) find a positive moderating effect of oil prices and economic conditions
(recession vs non-recession) on the relationship between operations-related CSR activities
(i.e. employee relations, product quality, and corporate governance) and firm performance.
Youn et al. (2015) show that firm size moderates the positive effect of CSR on corporate
financial performance in the context of US restaurants. A negative moderating effect of firm

1634

IJOPM
37,11



size is instead found by Hou et al. (2016) in their meta-analysis of 28 empirical studies.
Hou et al. (2016) also identify two further moderators: organisational form (CSR performance
impact is higher for private firms than for public firms) and economic development of the
country (higher impact in developing economies). Instead, they find no moderating effect of
the industry. Fernández Sánchez et al. (2015) show that the relationship between CSR and
firm performances is stronger in a turbulent environment (i.e. unstable and/or
unpredictable). Finally, Zhu et al. (2014) supported that ethical leadership moderates the
indirect (mediated) effect of CSR on firm performance via firm reputation. There are two
studies focussed on the factors moderating the relationship between the adoption of specific
CSR standards (ISO 9000, OHSAS 18001) and the firm performances. Lo et al. (2013) find
that the performance impact of ISO 9000 is moderated by firm technology intensity
(negatively), firm labour productivity (negatively), firm labour intensity (positively),
industry efficiency (negatively), industry concentration (negatively), industry sales growth
(positively), and industry ISO 9000 adoption level (negatively). Lo et al. (2014) show that the
performance impact of OHSAS 18001 is positively moderated by operational complexity
(R&D and labour intensity) and operational coupling (increased inventory volatility and
decreased inventory level).

In sum, a significant number of studies have dealt with the effects of the SA8000
certification. This literature is however mainly conceptual (60 per cent) and case-based
(33 per cent) and rather descriptive/a-theoretic (see Table I). In addition, although a set of
factors moderating the relationship between CSR practices or CSR standards and firm
performances have been identified in the literature, to the best of our knowledge, none has
proposed or tested these factors with reference to the SA8000 performance implications.
Finally, despite the significant attention of operations management scholars to the
moderating effect of cultural features on the practice-performance relationship – see
Wiengarten et al. (2015) on lean practices among others – none focussed on this moderator
for CSR practices/standards performance implications. A prominent need therefore exists to
conduct quantitative empirical analyses on the effects of SA8000 certification and the
factors that may moderate these effects.

Research framework and hypotheses development
In this section, we develop a set of research hypotheses related to the effects of SA8000 on
firm performances and summarise them through a research framework. These hypotheses
are developed based on a combination of: previous literature and its research gaps
(see Table I) data available in our study (mainly balance sheet data).

The key aim of SA8000 standard is to “advance the human rights of workers around the
world” (SAI, 2014). A number of previous studies have argued conceptually, anecdotally, or
empirically (based on case studies) that the SA8000 certification leads to the improvement of
working environment, the enhancement of workers-managers communication, and the
increased satisfaction of employees (e.g. Miles and Munilla, 2004; Ciliberti et al., 2011).
Some authors have then hypothesised that these benefits positively affect the firm’s ability
to motivate, retain, and recruit smart human resources, which in turn increase labour
productivity (e.g. Stigzelius and Mark-Herbert, 2009; Tencati and Zsolnai, 2009). From an
agency theory perspective ( Jensen and Meckling, 1976), the aforementioned benefits may
lead to a reduction in the information asymmetry between the (top) management (principal)
and the employees (agents) which mitigates the moral hazard and adverse selection
problems. We therefore postulate that:

H1. There is a positive relationship between SA8000 adoption and labour productivity.

Previous studies argued that SA8000 implementation might lead to improvement in
corporate image and brand value (e.g. Koerber, 2010; Miles and Munilla, 2004; Stigzelius and
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Mark-Herbert, 2009). Specific market segments (sometimes labelled as “ethical consumers”)
are particularly sensible to ethical issues and might be willing to pay premium prices for
products from SA8000-certified companies (Annunziata et al., 2011). In addition, certified
companies are expected to experience a more efficient development of new products
(e.g. Beschorner and Müller, 2007; Gilbert and Rasche, 2007; Ruževičius and Serafinas, 2007).
The aforementioned SA8000 benefits lead many scholars to hypothesise that SA8000
implementation leads to market expansion (e.g. Christmann and Taylor, 2006; Miles and
Munilla, 2004; Salomone, 2008; Stigzelius and Mark-Herbert, 2009). SA8000 may also act as a
social legitimacy signal to major customers (Suchman, 1995), this way allowing firms to
meet customers’ CSR requirements and improve sales performance. Similarly, applying
agency theory ( Jensen and Meckling, 1976) to the relationships between the firm and its
customers, we might argue that SA8000 adoption can represent a credible signal to the
customers of the firm’s commitment to CSR practices, which help improve sales
performance of firms. We therefore propose that:

H2. There is a positive relationship between SA8000 adoption and sales performance.

No previous studies hypothesise or analyse a possible link between SA8000 adoption and
firm profitability. Several more specific SA8000 effects hypothesised by previous studies
can in turn positively affect firm profitability: the increase of personnel productivity, the
improvement of product quality, cost reduction, the increase of the level of technical
innovation, the improvement of firm reputation, the increase of customer satisfaction, and
the sales increase (e.g. Beske et al., 2008; Castka and Balzarova, 2008; Merli et al., 2015;
Ciliberti et al., 2011; Stigzelius and Mark-Herbert, 2009). However, the obtainment and
maintenance of the certification lead to higher costs (e.g. Ciliberti et al., 2011; Stigzelius and
Mark-Herbert, 2009; Rohitratana, 2002). We therefore hypothesise that:

H3. There is a positive relationship between SA8000 adoption and profitability.

Contingency theory postulates that there is no best way to organise or manage a firm:
the proper strategies and actions depend upon a set of internal and external factors
(e.g. Donaldson, 2001). This theoretical framework might therefore be applied to the
performance effects of SA8000, leading us to hypothesise that the relationship between the
certification and firm performance is moderated by some internal and external factors.
These possible moderating factors have been never studied so far with reference to SA8000
certification. Some previous studies have however focussed on the relationship between the
adoption of other CSR practices/standards and firm performances, highlighting a set of
moderating factors including: economic conditions, economic environment, or the
economic development of the country (Lee, Seo and Sharma, 2013; Lee, Singal and Kang,
2013; Hou et al., 2016; Fernández Sánchez et al., 2015), firm technology and labour intensity
(Lo et al., 2013, 2014), firm size (Youn et al., 2015; Hou et al., 2016), and industry (Lo et al., 2013).
We consider the moderating effects of some of the most important aforementioned variables
(e.g. economic development of the country and labour intensity) on the SA8000 adoption and
firm performance relationship. The others (e.g. firm size and industry) are used as control
variables in our study.

The improvement in working conditions required for developing countries’ companies to
obtain SA8000 certification is higher since the initial working conditions in these countries
are generally worse off (Sartor et al., 2016). This may lead to different effects of the
certification according to the level of development of the country of origin. In their
meta-analysis, Hou et al. (2016) find for instance that CSR practices have higher performance
impact in developing economies. We might therefore expect that:

H4a. The effect of SA8000 adoption on profitability is moderated by the level of
development in the country of origin.

1636

IJOPM
37,11



Any CSR initiative or certification is grounded on a specific concept of “social good”. This
may depend on cultural values and often differs dramatically between nations, cultures, and
market segments (Miles and Munilla, 2004). Cultural perspective highlights that different
social systems, ways of life, and people’s worldviews exist and they affect the management
of organisations (e.g. Hofstede, 1980). While previous studies have analysed the moderating
effects of cultural features on the relationship between OM practices (such as lean
production) and firm performance (e.g. Wiengarten et al., 2015). However, quite surprisingly,
no study has investigated the role of culture on the relationship between CSR practices and
firm performances. We acknowledge the importance of cultural issues for SA8000
certification and hypothesise that:

H4b. The effect of SA8000 adoption on profitability is moderated by the country of
origin’s cultural features.

When labour intensity increases, firm operations become more variable and complex (Swink
and Jacobs, 2012; Prater et al., 2001), production systems become more dependent on people,
and the need for a formalized process to manage quality becomes increasingly important
(Lo et al., 2014). On the contrary, for a low labour-intensive firm there is less room for further
improvement in the quality management system due to the higher level of automation (Park
et al., 2010; Hendricks and Singhal, 2008) (Figure 1). We therefore hypothesise that:

H5. The effect of SA8000 adoption on profitability is positively moderated by the labour
intensity of the company.

Methodology
This study is based on secondary data from the Standard and Poor Capital IQ’s Compustat
Global data set, which includes balance sheet information from 1989 to 2013 of more than
32,000 listed firms located in 82 countries and representing more than 90 per cent of the
Asian market capitalisation and more than 95 per cent of the European one. Combining
Compustat Global data set with the official comprehensive list of certified companies
(Social Accountability Accreditation Services (SAAS), 2014), we identified a sample of 101
SA8000-certified firms.

These sampled SA8000-certified companies were spread across a wide spectrum
of industries (e.g. mining, construction, food, textile, apparel, glass, electronic and electrical
equipment, transportation, trade, hotels, and business services), with a prevalence
of manufacturing activities (Standard Industrial Classification (SIC) codes 2000-3999)
(see Table II).

As far as country distribution is concerned, around 60 per cent of the sampled
certified companies are located in India, followed by Taiwan (around 11 per cent), Pakistan

Labour productivity

Sales performances

Profitability

Country
Development

Cultural
features

Labour
intensity

H3

H2

H1

H4a H4b H5

SA 8000
certification

Figure 1.
Research framework
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(around 6 per cent), Italy (around 5 per cent), Vietnam (around 3 per cent), and Romania
(around 3 per cent) among others (see Table III).

Finally, the sampled certified companies obtained the certification from 2001 to 2014,
with the higher frequencies in the period 2007-2013.

The analysed sample – and the population of interest for our study, which consists of
listed SA8000-certified companies – differs from the wider population of SA8000-certified
companies for some features such as: firm sizes (while 67 per cent of SA8000-certified

Sector SIC Code Number of companies

Mining 10 1
Construction 16 3
Manufacturing 20-39
Food and kindred products 4
Tobacco products 1
Textile mill products 23
Apparel and other fabrics finished products 10
Paper and allied products 2
Chemicals and allied Products 7
Rubber and plastic products 2
Leather and leather products 3
Stone, clay, and glass 10
Primary metal industries 8
Electronic and electrical equipment 12
Transportation equipment 2
Transportation and public utilities 40-49 5
Wholesale and retail trade 50-51 3
Services (e.g. hotels, business services, recreation services) 70-79 3
Others (non-classifiable) 99 2
Total 101

Table II.
Breakdown of sample
certified firms by
industries

All certified companies (SAI list) Compustat global database Sampled certified companies
Number Percentage Number Percentage Number Percentage

Italy 1,107 32.56 348 1.09 5 4.95
India 884 26.00 2,654 8.28 65 64.36
China 608 17.88 2,579 8.04
Romania 128 3.77 68 0.21 3 2.97
Bulgaria 96 2.82 24 0.08
Vietnam 82 2.41 275 0.86 3 2.97
Brazil 72 2.12 399 1.24 1 0.99
Pakistan 64 1.88 274 0.85 6 5.94
Portugal 39 1.15 77 0.24
Spain 34 1.00 179 0.56
Taiwan 32 0.94 1,796 5.60 11 10.89
Greece 24 0.71 244 0.76
Lithuania 24 0.71 37 0.12
Sri Lanka 20 0.59 190 0.59 2 1.98
Germany 12 0.35 1,026 3.20
Israel 11 0.32 348 1.09 1 0.99
UK 11 0.32 2,733 8.52
Turkey 8 0.24 234 0.73 1 0.99
Other countries 55 4.24 18,585 57.98 3 2.97
Total 3,311 100.00 32,070 100.00 101 100.00

Table III.
Breakdown of
certified firms by
countries
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companies reported in the SAAS (2014) list are small and medium enterprises, most of the
SA8000-certified listed companies are large firms) and countries of origin (while most of
SA8000-certified companies reported in the SAAS (2014) list are located in Italy, India, and
China, the SA8000-certified listed companies are mainly located in India, Taiwan, Pakistan,
and Italy – see Table III). Caution is therefore required to generalise our results to the wider
population of SA8000-certified companies. Several previous studies about other
certifications such as ISO 9000, ISO 14001, and OHSAS 18001 (e.g. Barber and
Lyon, 1996; Corbett et al., 2005; De Jong et al., 2014; Lo et al., 2013, 2014) have however
focused on firms listed on stock markets for three main reasons: they are more likely to
adopt these certifications; they have specific resources, strategies, issues, and
implementation paths that call for a separate analysis; and reliable cross-country
accounting data are more readily available for these companies.

We employed the event-study methodology to detect abnormal performance between the
101 SA8000-certified firms and a wide set of control firms, this way testing H1, H2, and H3.
A similar approach was adopted by Barber and Lyon (1996), De Jong et al. (2014), and
Lo et al. (2014) to study the effects of ISO 9000, ISO 14001, and OHSAS 18001 on firm
performance. The event period was defined as the year in which the certification was
received (year t) and the year immediately preceding certification (year t−1) since the
implementation process lasts on average approximately 18 months (SAI, 2014). The year
preceding the event period (t−2) was considered the base year and used for determining the
control firm sample. Year t−3 was taken into account to tackle the endogeneity issue.

The following performance measures were adopted: the ratio of operating income to
number of employees for labour productivity, the relative sales growth, defined by
(SALESt–SALESt−1)/SALESt−1 (Corbett et al., 2005) for sales performance, the return on
assets (ROA) for profitability. For each certified firm, a portfolio of non-SA8000-certified
control firms was created adopting the following criteria: the same two-digit SIC code;
50-200 per cent of firms’ total assets; and 90-110 per cent per cent of the considered
performance (i.e. labour productivity, sales growth, or ROA) in year t−2 (if no firm was
matched, the first criterion was relaxed to the same one-digit SIC code and then removed).
On average, each sampled company matched with eight control firms for each performance
and the 64 per cent of them matched with three or more control firms[1]. Table IV provides
some descriptive analyses for the 101 certified firms.

We then estimated the abnormal change in performance of the sampled firms in
comparison with the control firms as follows:

AP tþ bð Þ ¼ PS tþ bð Þ�EP tþ bð Þ

EP tþ bð Þ ¼ PS tþað Þþ PC tþ bð Þ�PC tþað Þ
� �

where AP is the abnormal performance, EP is the expected performance, PS is the actual
performance of the sampled firms, PC is the median performance of control firms, t is the

Min. Max. Median Mean SD

Certified firms
Number of employees 65 121,295 4,708 10,009 17,559
Total assets (M$) 3.15 109,251.70 206.66 1,862.38 10,910.55
Net sales (M$) 1.13 177,739.1 146.28 2,693.04 18,026.59
Labour productivity (K$/employee) −5.74 91.61 4.43 11.61 19.58
Sales performance (%) −35.84 151.26 8.90 17.48 29.22
Profitability (%) −3.47 13.06 0.12 0.54 2.03

Table IV.
Descriptive analysis

for certified firms
(1999-2014)
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SA8000 certification year, a is the starting year of comparison (−3, −2, −1, 0, 1), b is the
ending year of comparison (−2, −1, 0, 1, 2).

Finally, we tested whether the abnormal performance differed significantly from zero
through t-test, Wilcoxon-signed rank (WSR) test and the sign test, applying the Benjamini
and Hochberg’s (1995) false discovery rate methodology to take into account the multiple-
testing problem.

The ordinary least squares (OLS) regression methodology is applied to study the
moderating effect of contingency factors on the relationship between SA8000 adoption and
profitability, testing H4a, H4b, and H5.

Two main approaches have been used so far to measure the level of development of the
countries. The first approach focusses on the economic performances of the countries. The
classification of the International Monetary Fund considers for instance: the per capita
income level, the export diversification, and the degree of integration into the global
financial system (International Monetary Fund, 2016). The second approach emphasises
instead people and their capabilities. The Human Development Index (HDI) measures, for
instance, the average achievements in the following dimensions: long and healthy life,
knowledge, and decent standard of living (United Nations Development Programme, 2014).
Considering the focus of SA8000 certification, we believe that the second approach was
more suitable and decided to use the 2013 HDI (United Nations Development Programme,
2014) for measuring the level of development of the country of origin. We acknowledge
anyway that a good overlapping between the two approaches exists.

Two main rigorous measurement systems for national culture have been proposed so
far: Hofstede (1980) and GLOBE (House et al., 2004). Hofstede (1980) highlights and
measures four dimensions of country culture: power distance (i.e. the degree to which the
less powerful members accept that power is distributed unequally), individualism
(i.e. preference for a social framework in which individuals take care of only themselves
and their own families), masculinity (i.e. preference for achievement, heroism,
assertiveness and material rewards), uncertainty avoidance (i.e. the degree to which the
members of a society feel uncomfortable with uncertainty and ambiguity).
He subsequently adds two further dimensions: long-term orientation (i.e. openness
towards societal changes) and indulgence (i.e. allowing free gratification of human drives
related to enjoying life and having fun) (Hofstede et al., 2010). Hofstede’s country scores
have been considered as the major contribution in the field (Smith, 1992) and have been
extensively adopted in OM studies, see Wiengarten et al. (2015), Jia and Lamming (2013),
and Cagliano et al. (2011) among others. Similarly, the GLOBE project has proposed a
model consisting of nine cultural dimensions considered, partially overlapping Hofstede’s
dimensions: performance orientation; future orientation; assertiveness; uncertainty
avoidance; power distance; collectivism; family collectivism; gender differentiation; and
humane orientation. In our study, we acknowledge the similarities in the two
measurement system and used Hofstede et al.’s (2010) cultural dimensions.

Finally, consistent with previous studies (Dewenter and Malatesta, 2001; Lo et al., 2014),
labour intensity was measured as the ratio of the number of employees to total assets
of the firm.

Two separate regression equations were used to avoid multi-collinearity issues
(correlation matrix is reported in Table V):

Model 1 : APk ¼ b0þb1 PPkð Þþb2 FSizekð Þþb3 Yearkð Þþb4 ISO 9001kð Þ

þb5 ISO 14001kð Þþb6 OHSAS 18001kð Þþb7 ISizekhð Þ

þb8 LIkð Þþb9 HDIkð Þþek
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Model 2 : APk ¼ b0þb1 PPkð Þþb2 FSizekð Þþb3 Yearkð Þþb4 ISO 9001kð Þ

þb5 ISO 14001kð Þþb6 OHSAS 18001kð Þþb7 ISizekhð Þ
þb8 LIkð Þþb9 Hk1ð Þþb10 Hk2ð Þþb11 Hk3ð Þþb12 Hk4ð Þ
þb13 Hk5ð Þþb14 Hk6ð Þþek

where APk is the abnormal performance of ROA of the kth sampled firm in the period t−2 to
t+2, PPk is its ROA in the year t−2, FSizek is the natural logarithm[2] of its number of
employees in year t−2, yeark is the year in which SA8000 certification is obtained (year t),
ISO 9001k, ISO 14001k, and OHSAS 18001k are dummy variables indicating whether the firm
has these certifications, ISizekh is the industry size measured as the mean number of
employees of companies in the hth sector of the firm, LIk is the labour intensity of the firm,
HDIk is the Human Development Index of the country of origin of the firm, and Hk1-Hk6 are
the Hofstede’s cultural dimensions.

Results
Table VI summarises the results concerning the performance effects of SA8000 adoption,
highlighting the abnormal performance of certified companies against the control firms in
the event study period. As non-parametric tests have been argued to be more powerful than
parametric ones (e.g. Barber and Lyon, 1996; De Jong et al., 2014), we consider the WRS or
the sign test (in case of skewed distribution, absolute skewnessW1) in testing our
hypotheses. To take into account the multiple-testing problem, the false discovery rate
methodology proposed by Benjamini and Hochberg (1995) was applied.

We find significant positive abnormal labour productivity performance of SA8000-
certified firms from year t−1 to t+1 and t+2 and from year t to t+1 and t+2. H1 is therefore
supported. Certified firms also exhibit positive statistically significant abnormal sales
performance from year t−2 to t−1, t, t+1, and t+2 (H2 is supported). Finally, no significant
effect of SA8000 on profitability is observed in the event study period (H3 is not supported).

Table VII reports the results of OLS regressions performed to study the possible
contingency factors moderating the relationship between SA8000 certification and
profitability. The level of development of the country and the labour intensity of the
company have no effect on this relationship (H4a and H5 are rejected). A significant
negative moderating effect is instead identified for two cultural dimensions, i.e., power
distance and uncertainty avoidance, partially supporting H4b. In addition, the control
variable OHSAS 18001 has a significant negative effect, suggesting that companies having
this certification have fewer benefits of profitability from the adoption of SA8000 (this might
reflect the fact that a lower degree of improvement is experienced by firms with higher
initial performance, e.g. Park et al., 2010).

Figure 2 provides a summary of the research hypotheses tested by our study and
highlights the ones empirically supported.

Discussion
The first result of our study is that SA8000 certification has a positive significant effect on
labour productivity (H1). This provides empirical support for the extant literature
which postulated that SA8000 implementation contributes to the increased satisfaction
and enthusiasm of the employees (e.g. Rohitratana, 2002; Miles and Munilla, 2004;
Ciliberti et al., 2011). It also sustains our hypothesis, grounded in agency theory,
that SA8000 may mitigate both moral hazard and adverse selection problems between the
firms (principals) and their employees (agents).
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In addition, during the event study period SA8000-certified companies are shown to have
better sales performance than non-certified firms similar in industry type, size, and
pre-certification sales (in year t−2) (H2). The SA8000 signalling effect of the firm’s
commitment to CSR practices to major customers – that we postulated drawing from agency
theory – allows certified companies to perform better than the comparable control firms.
Instead, no significant effect of SA8000 on profitability is observed during the event study
period. One possible explanation for this is that there is a time lag for profitability to catch
up, i.e., the effect on profitability may take longer to be achieved than the effect on sales
performance and may therefore need to be observed only examining longer periods (e.g. t+3,
t+4, t+5). De Jong et al. (2014) show, for instance, that the environmental certification
ISO 14001 has only a long-term effect on profitability since the environmental capabilities
facilitated by this certification take a long time to develop.

Period AP mean AP median Skewness p-value (t-test) p-value (WSR) p-value (sign test)

Labour productivity (operating income/number of employees)
t−3 to t−2 32.497 0.534 ✕ 0.314 0.218 0.308
t−2 to t−1 −1.408 −0.606 ✕ 0.296 0.064 0.106
t−2 to t −3.350 −0.542 ✕ 0.082 0.110 0.230
t−2 to t+1 1.163 0.550 0.581 0.297 0.141
t−2 to t+2 2.037 1.031 0.446 0.383 0.389
t−1 to t −1.871 0.394 0.191 0.755 0.326
t−1 to t+1 2.913 1.212 0,231 0.005** 0.003**
t−1 to t+2 4.019 1.675 0.086 0.012** 0.036*
t to t+1 4.227 1.420 ✕ 0.063 0.001*** 0.009**
t to t+2 6.172 2.588 ✕ 0.007* 0.000*** 0.000***
t+1 to t+2 0.843 0.463 0.731 0.550 0.712

Sales performance (yearly percentage change in industrial sales)
t−3 to t−2 −35.6351 −1.9359 ✕ 0.062 0.097 0.762
t−2 to t−1 58.0330 4.0796 ✕ 0.235 0.002*** 0.020*
t−2 to t 14.3304 10.7109 ✕ 0.004** 0.000*** 0.001**
t−2 to t+1 15.1768 12.8258 ✕ 0.014* 0.000*** 0.017*
t−2 to t+2 6.6751 6.8427 0.036 0.014** 0.048
t−1 to t −44.9953 3.7341 ✕ 0.368 0.467 0.185
t−1 to t+1 −49.7419 0.6204 ✕ 0.356 0.737 0.828
t−1 to t+2 −67.5717 0.1432 ✕ 0.305 0.823 1.000
t to t+1 −2.1187 −1.1003 0.785 0.721 0.828
t to t+2 −11.4892 −12.6731 ✕ 0.086 0.022** 0.008**
t+1 to t+2 −9.9836 −3.7464 ✕ 0.142 0.287 0.131

Profitability (return on assets)
t−3 to t−2 −2.456 −0.022 ✕ 0.326 0.031 0.012
t−2 to t−1 −0.072 −0.001 ✕ 0.202 0.962 0.480
t−2 to t −0.054 0.007 ✕ 0.750 0.447 0.475
t−2 to t+1 0.001 0.001 ✕ 0.993 0.627 0.743
t−2 to t+2 0.085 0.001 0.578 0.487 1.00
t−1 to t 0.020 0.001 ✕ 0.913 0.303 0.759
t−1 to t+1 0.069 0.011 ✕ 0.704 0.139 0.230
t−1 to t+2 0.173 0.000 ✕ 0.328 0.168 1.00
t to t+1 0.022 0.005 0.822 0.278 0.156
t to t+2 0.132 0.019 ✕ 0.639 0.152 0.349
t+1 to t+2 0.099 0.006 0.730 0.263 0.160
Notes: *,**,***Significant at the 10, 5, and 1 per cent levels, respectively (Benjamini-Hochberg, 1995 false
discovery rate correction)

Table VI.
Abnormal

performance in labour
productivity, sales,

and profitability
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Our analyses further highlight that the relationship between SA8000 adoption and
profitability is moderated by some country of origin cultural features. In more details,
SA8000 certification has a stronger positive effect on profitability in companies
headquartered in countries characterised by low power distances, i.e., where unequally
distributed power is less accepted, and/or low uncertainty avoidance, i.e., where uncertainty
and ambiguity are well tolerated and informality prevails over formality in interactions
i.e., more risk taking rather than risk aversion (e.g. Malaysia and Vietnam) (Hofstede et al., 2010);
rather, we do not find the moderating effects of other Hofstede’s cultural dimensions and
of the level of development of the country.

These findings are of particular relevance since, to the best of our knowledge, the
moderating effect of national culture on the relationship between CSR practices and firm
performance has not been studied previously. The result on power distance could be
explained by a twofold reasoning. First, the SA8000 certification costs incurred for
companies located in low power distance countries might be lower since employees are in
general treated more equally and the gap to be filled to obtain the certification is relatively
smaller (Sartor et al., 2016). Second, employees of companies located in low power distance
countries might be more sensitive to the improvement in working environment (Ringov and
Zollo, 2007). Similarly, assuming that the home country represents a significant sales

Sales performances

Profitability

Labour productivity

Country
Development

Cultural
features

Labour
intensity

H1

H2SA 8000
certification

H3

H4a H4b H5Figure 2.
Summary of
the results

Model 0 Model 1 (HDI) Model 2 (Hofstede)

ROAt−2 0.277* 0.267* 0.081
Firm size 0.095 0.104 −0.109
Year of certification −0.127 −0.123 0.002
ISO 9001 0.002 0.011 0.003
ISO 14001 0.060 0.046 0.218
OHSAS 18001 −0.139 −0.139 −0.340**
Industry size −0.039 −0.035 0.164
Labour intensity −0.034 0.017
HDI Index 0.011
Power distance (Hofstede) −0.687****
Individualism (Hofstede) 0.243
Masculinity (Hofstede) 0.093
Uncertainty avoidance (Hofstede) −0.563***
Long-term orientation (Hofstede) 0.075
Indulgence (Hofstede) 0.092
R2 0.124 0.125 0.464
Adjusted R2 0.015 0.000 0.311
Notes: Standardized regression coefficients are reported. *,**,***,****Significant at the 10, 5, 1, and
0.1 per cent levels, respectively

Table VII.
Moderating factors
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market, customers with a low power distance culture might be more sensitive to working
conditions issues. The result on uncertainty avoidance finds a justification in the different
motivations for obtaining the certification and the different level of implementation,
i.e., symbolic vs substantive (Christmann and Taylor, 2006). Companies located in countries
characterised by high uncertainty avoidance i.e., that are risk-averse, adopt the certification
mainly to reduce reputational risk and opt for symbolic implementation, i.e., aimed at
formally obtaining the certification but not at changing the procedures, the management
systems, and the working conditions (Christmann and Taylor, 2006). Companies located in
countries characterised by low uncertainty avoidance, i.e., that are risk taking, adopt instead
the certification to improve their performances, and opt for a substantive implementation
which envisages an effective management system, health and safety monitoring activities,
and periodic visits to suppliers. The effects of the certifications on profitability are therefore
higher in companies located in countries characterised by low uncertainty avoidance.

The SA8000 certification shows positive effects (i.e. improving sales as well as labour
productivity) already in the medium term (within three years after the obtainment).
This could explain why long-term orientation does not moderate the relationship between
SA8000 adoption and profitability. In addition, masculinity has not significant effect in our
study as well as in many cross-cultural studies in supply chain management (Dong-Jin et al.,
2001; Scheer et al., 2003).

Finally, the insignificant moderating effect of the level of development of the country of
origin could be explained in a twofold reason. First, while the performance impact of the
SA8000 certification are higher in developing countries, certification costs are also higher,
leading to a zero sum effects. Second, recent studies have questioned the recognisability of
national influences in the adoption of management practices, arguing that the growing
interdependence between world economies and increasing mobility tend to flatten work
practices and the national models (e.g. Schonberger, 2007; Rodrik, 2013).

Conclusions
Contribution to theory
Our paper contributes to operations and supply chain management theory in at least three
significant ways. First, extant theories – in particular agency theory – postulate a positive
effect of SA8000 certification on firm performance, drawing from the following arguments:
SA8000 adoption contributes to reduce the information asymmetry between the (top)
management and the employees, this way mitigating the moral hazard and adverse
selection problems and SA8000 acts as a credible signal for the customers of the firm’s
commitment to CSR practices (e.g. Ciliberti et al., 2011). Our study is the first one that
rigorously and empirically tests the effects of the ethical certification SA8000 on firm
performance with a cross-country sample. In particular, we found a positive effect of
SA8000 adoption on labour productivity and sales performance. This represents a
significant advancement in a research field, which is characterised by mostly conceptual
and case-based research and is expected to grow considerably (Llach et al., 2015). Second, we
contribute to the wider debate on the effects of CSR practices on firm performance by
supporting the social impact school which postulates that CSR enhances the firm’s
reputation among stakeholders and leads to better performance (e.g. Preston and O’Bannon,
1997; Berman et al., 1999; Carmeli et al., 2007). We showed in fact based on reliable objective
balance sheet data that CSR practices significantly affect labour productivity and sales
performance. The relationship between SA8000 and profitability was instead not confirmed
by our study. A first explanation that can be drawn from previous literature is that the
benefits of the certification do not compensate the cost incurred for the adoption and
management. There are however in our view significant rooms for conceptual/theoretical
development in this field as well as for empirical analyses. Third, we shed light on the
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moderating effect of certain cultural features (i.e. power distance and uncertainty avoidance)
on the relationship between SA8000 adoption and firm performance. On the one hand, this
represents the first attempt to apply contingency theory to SA8000 certification. On the other
hand, previous CSR studies based on contingency theory did not consider cultural features.
We are therefore among the first to shed light on this contingent factor, which is of particular
importance considering the nature of CSR practices (i.e. conceptually depending on human/
cultural issues). This aforementioned result may also suggest the need to adapt CSR practices
to the countries where they are implemented and call for future comparative studies.

Contribution to practice and society
The choice of the CSR practices/standards to be adopted (if convenient) is strategic for
managers, considering the (idiosyncratic) investments required and the potential positive
and negative performance implications. Our paper helps managers in their decision-making
process by providing a systematic review of all the possible effects of SA8000 (the most
important ethical certification standard) adoption on firm performances; empirically testing
some effects, i.e., increasing labour productivity, increasing sales performance; empirically
showing that the aforementioned effects are not affected by firm size, year of certification,
industry size, labour intensity of the company, or level of development of the company’s
home country. Managers could use the evidence to justify the cost incurred for SA8000
adoption to the shareholders.

Our study has also significant implications for regulatory bodies such as SAI and
International Standard Organization (ISO). SAI could use our findings to further strengthen
SA8000 certification and orientate the implementation practices. For instances, our finding
that the relationship between SA8000 adoption and profitability is moderated by cultural
features might suggest to SAI a country-specific approach to the certification. ISO could
draw from our analyses some suggestions for further refining its ISO 26000 process
standard (i.e. a set of CSR guidelines).

Finally, by empirically proving the positive effects of SA8000 certification, our study
might also potentially contribute to the diffusion of the SA8000 certification and more
generally of CSR standards. This might potentially contribute towards a more sustainable
society, in which people’s needs and comfort and environmental safeguards are considered
by companies as top priorities along with economic profits.

Limitations and future research
The results of our study should be viewed in the light of some limitations. First, we used
secondary data from the Compustat database. This imposed some restrictions in the
analysed sample, consisting of (large) listed firms, and in the considered research
hypotheses, i.e., only focussed on performances that could be calculated from balance sheet
data. Second, our event study period ranged from t−2 to t+2. This did not allow us to test
whether the SA8000 certification has positive effects in the longer run (e.g. t+3, t+4, t+5).
Third, balance sheet data at year t+2 and/or t+1 were not available for firms which obtained
the certification in 2013 (ten firms) and 2014 (two firms) slightly reducing the dimension of
the sample for these specific analyses. Fourth, our study only included SA8000 certification,
neglecting other CSR practices and standards.

Future research is needed to overcome the aforementioned limitations and more
generally to shed further light on the effects of SA8000 certifications and other CSR
practices/standards on firm performances. Researchers could, for instance, employ survey
methods to empirically test the performance implications of SA8000 hypothesised by
previous studies and summarised in Table I on wider and more heterogeneous samples
(e.g. including listed and non-listed firms, including large and small firms). This might allow
them: to test all the effects hypothesised by previous studies together; to consider a wider
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time horizon; and to consider further moderators and control variables that were not
available in this study (e.g. ethical leadership, see Zhu et al., 2014). In addition, the various
components of the broad concept of profitability (H3) should be further broken down to
better explain the results of our study. Finally, another direction for future research with
significant implications for managers and regulatory bodies concerns a comparative
analysis of the performance impact of different CSR practices and standards.

Notes

1. The analysed sample consists therefore of 101 certified firms and of a wide set of control firms
(on average of eight for each certified firm).

2. Natural logarithms were used to normalise the distribution.
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