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The Mediating Effect of Financial Performance on the Relationship between

Social Responsibility and Ownership Structure
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6. Conclusion

and implications Existing literature is inconclusive about the relationship between social responsibility
and institutional investors as it assumes, implicitly, that this relationship is direct. An alternative
perspective, that has received less attention in the literature, is that this relationship can be mediated
by other contextual variables such as financial performance. Thus, this study is aiming to provide
some empirical evidence on this issue that may help in explaining divergence in prior work. Results of
panel data analysis showed that financial performance mediates the effect of social responsibility on
institutional investors. Specifically, the findings demonstrated that social responsibility affects
financial performance negatively, which, in turn, affects institutional investors also negatively. Put
simply, the results demonstrate that better (or worse) financial performance, and rather social
responsibility, is the lead for institutional investors when they make their investment decisions. The
implication of this finding is that financial performance plays an important mediating role in the
relationship between social responsibility and institutional investors. Thus, overlooking that the
relationship between social responsibility and institutional investors is probably subordinate to
economic criteria may result in spurious conclusions.
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