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Abstract

This study examines the impact of political risk on the development of corporate social responsibility (CSR) in emerging markets, with a
specific focus on the moderating roles of operational flexibility and managerial stability. Utilizing a sample of 129 firms listed on the Tehran
Stock Exchange from 2008 to 2024, we test our hypotheses using a multiple regression model with panel data. The findings reveal that
heightened political risk significantly impedes the development of CSR performance. However, operational flexibility and managerial stability
serve as effective mitigating factors. Specifically, operational flexibility allows firms to adapt more swiftly and effectively to political
uncertainties, thereby attenuating the negative influence on their CSR initiatives. Similarly, stable management provides the strategic foresight
and consistency necessary to buffer CSR programs from the adverse effects of political risk. These results underscore the critical importance
of internal organizational capabilities in sustaining CSR commitments within politically volatile environments.
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Introduction

A series of recent financial scandals has eroded investor confidence in financial statements, compelling stakeholders in the capital
market to look beyond traditional metrics of profitability. There is now heightened demand for greater attention to political risk
exposures and corporate social responsibility (CSR) obligations, alongside their transparent disclosure. In this context, the management
of political risk and the integration of CSR have evolved into a central paradigm of modern corporate governance. Consequently, large,
reputable corporations globally are increasingly embedding social and environmental commitments into their core strategic
frameworks. While external pressures like political risk significantly influence CSR adoption, scholarly attention has also turned to the
role of internal managerial characteristics. The underlying rationale is that senior executives, as the primary architects of corporate
strategy, wield considerable influence over strategic choices. Their discretion and priorities ace hte7ocee ctttaad 00hh. pnrg a ssssss
commitment to and engagement with social responsibility initiatives. Building upon this foundation, the present study investigates the
moderating effects of two key internal factors—operational flexibility and management stability—on the relationship between political
risk and corporate social responsibility performance. Specifically, it examines how these attributes can potentially mitigate or amplify
the impact of external political uncertainties on a firm's CSR agenda.

Materials & Methods

This study employs the data a sample of 129 companies listed on the Tehran Stock Exchange (TSE) from 2008 to 2024, utilizing an
unbalanced panel data structure. The research hypotheses are tested using multiple regression analysis. The empirical procedure begins
with an analysis of descriptive statistics—including the mean, median, and standard deviation—to summarize the key variables. The
direct effect of political risk, measured by two distinct criteria, on corporate social responsibility (CSR) development is first examined
using a regression model. Subsequently, to analyze the moderating role of operational flexibility, the sample is partitioned into
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subgroups of high and low flexibility firms, and the baseline model is estimated separately for each to assess differential effects. Finally,
a second model incorporating an interaction term is estimated to formally test the moderating influence of managerial stability and
strength on the relationship between political risk and CSR.

Findings

The empirical results demonstrate that political risk exerts a significant negative impact on the development of corporate social
responsibility (CSR) performance among the sample firms. Further analysis reveals that both operational flexibility and management
stability serve as effective moderating variables in this relationship. Specifically, a higher degree of operational flexibility attenuates
the adverse effect of political risk on CSR development, as it affords firms the agility to respond more rapidly and effectively to political
uncertainties. Similarly, the presence of stable and robust managerial oversight mitigates the negative influence of political risk on
CSR commitments.

Discussion & Conclusion

The findings consistently demonstrate that political risk exerts a significant adverse effect on the development of corporate social
responsibility (CSR) among the sample firms. This primary result aligns with the theoretical expectation that external uncertainty
diverts managerial attention and resources away from long-term, non-financial objectives like CSR. A key contribution of this study
lies in identifying the critical moderating roles of internal firm capabilities. Specifically, operational flexibility significantly attenuates
the negative relationship between political risk and CSR development. Firms endowed with such flexibility can reallocate resources
and adapt strategies more swiftly, thereby buffering their CSR commitments from external shocks. Conversely, firms lacking this
flexibility remain acutely vulnerable to the detrimental effects of political risk. Furthermore, the stability and strength of a company's
management team prove to be a vital mitigating factor. Stable leadership provides strategic consistency, a long-term orientation, and
the resilience necessary to uphold social responsibilities even in the face of political turbulence. This suggests that robust corporate
governance, characterized by steadfast management, is instrumental in safeguarding CSR programs from the vicissitudes of the political
environment. In essence, these internal factors—operational adaptability and managerial stability—collectively function as
organizational shock absorbers, diminishing the erosive impact of political risk on CSR.
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Figure 1: Data envelopment analysis as a method for fulfilling corporate social responsibilities
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Table (1): Descriptive statistics of the study variable
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Table (2): Frequency of virtual research variables
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Table (3): Results obtained from the first research model
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Table (4): Results obtained from the first research model, broken down by operational flexibility status

Flbes 5l Slasl 25U Fhbes 5l Slanil (6,15
o5 Jole ] o ] R a3 sl i
VIF bl Lo,bl ey ol e
Solstae Solstaa
- AW YEE /A SJOYV /YT AY] C law 5l 5,0
VARE V20 ST FRY\ SR\ o RV FAY ey POLRISK oo S
V/AVA eew =$FOV —+/\OA R YA L L SERVA R L SIZE oS sl
V/AOV VARAZREEVA A RV IT 4 YRR 7 B VER R VA L LEV bl
V/+4A VIR AR \VAREZ feve  SAVY  \/YAP AGE CS i e
Y/08¥ AR PRV SEEEVARR AV VP04 =YY ROA 313 3
/YY) ECAZEE VIR VAR VY SVAY e /fA VOL ple 833k Sss
V/YVY YO SVTAY e NFA VYA YEA e /a0Y FCF ST i Sl
VY s JYAD N/AVe o a/af0 OO0 = /DAs —a/aYY CAPX Slasle o 5l
V/VE VIR S VYA YRR B VEY Y ey MTB G55 4 1L Sl S
VAN JOYYXYNY NE /Xt IEVA) A EVIRYY PPE ol gl plls o
e ASVVY VEEREERRYiA ) | F ol
< JOFY < /F¥4 e
V/AQ¥ \/AVA Ogeily 93 o lel

el S e Sl Ol s ki Sy (e Wl S e plSomidl 5 S 30 s 4y il 3



VE Ll GLabl 5 i) paen oS i el e e 5 wbw Ky 8 56 )

SR 33 Jde p i e (5l el Seslin Sl sl sl sdel e 2l el s el slacS 5
ol ooy Sl der 53 (OBL= 55 0 O30 5l eslinad L) byl Slaas 0030 (g )lslins e oS o ol S
ISt w5 (sl sl s ey sl Joe 5Le 3L bl 0351 Oleal Shine 4 oS Cal 70 5 5SS
Jie &S A o 0L Gad 003D F 05050 = Sl ol sl 4l eans Slag e Bl (2, 51 bl Sleals
0331 33 oy sl 3503 shslas U oler) slacd e 5 oS 15 e 65 5 el B S s A,
el 33La5 e il 3 3 gy Sl Osa5 ol gl S e eslizal ala O a5 5ol Sl g s

e 3 Sl VIRNA L Ll Jie F bl s o8 das o 0L o33 Jde sdal s = 0) Jpdr b Gl
Sd 5 Sl OVY Ll Jde el (o b el Hlsline Ja g Jde 55505 55 (golale Aol Jass gla e
S Jke glaekle 3L S s O gosl 2 (ol pedle Ol Jins (sla ine Lo 5 wily ke Sl kS 5170
2l Lol Laotile 3L SKians = ede 5 b 5 Sl VAYE Ll cdd plonil gl (3 LT 51 eslial U
e 5 el S S Je sl e pled s bl po s el bl slis oS sl DL 55 st e G0
slsl b S 35 (Soens g hls Jke slaaile 3L 1l 3 45 ol S3 a3V )l s s s Jies sla pae
el o b ISl g Jde s eSS ads

Clacd e o e opl sl (6,108 50 somsilss b Sy jkte o s a3 sdal s slaanl
ol xalS Slalime JSE @ 40 oS 5 el slacd yine Lol Ol 5 el Sy 552 5L 5 ol olaz]
sl lles S a e elarl gl s lal 55 15 (gobsbas 2als VLl Sy luls glacs 5 5 ol
5o g oS 5 elon] G s Sl e ot 5 S Sholas 5 ote IS0 Kby b
Wl 4Bl 3 g LOT olonrl slacd s il a8 5 S ke LS 35

S sis il 1 lsbas i bl oo (30 (b Sy 5 S e DU oS ool 0T Sb- sl L
ol Gl s Gl b Sy e S 6 5 e S5 ) smps 5 5l S b elez]
Sl ol Sy it Dl (@ Somts 5 SLIL o e 55 D3 K00 Sols 1355 e walS LS
¢K>L:_.NU:;L; Sl e S P b ,baS s e OLZS et )l e el clasl glac ) o
> Ab A0 Ol o 3 el 3l oS b elenrl glacd s Gl 5 s Sy o Al 2 S ke
SNl & e 8 30 51 elanl Glacd s il Sy S £ Supe plSowl 5 LS 5 5L)

(ol Bl on e



V0 (OF) (gl oslas el oslad onsler Jlo ¢ Jle ol s olls Cu e VFY

u:..b‘gjg: r}: J.\.A )| a.\.AICMn.M.E @L’d (0) J}-\>
Table (5): Results obtained from the second research model
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