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Abstract: The concept of corporate social responsibility (CSR) of organizations has increased exponentially in emerging countries 
like India over the last decade. International researches show significant relationship between CSR and financial performance (FP) of 
the firms. This paper aims at empirically investigating the relationship between the investment in corporate social responsibility (CSR) 
and financial performance by using performance measures like earning per share (EPS), net profit margin (NPM) & return on equity 
(ROE) of some listed companies of National stock exchange during the period 2015-2020. By employing panel data regression 
models, we found that CSR has no impact on EPS & NPM, thus null hypothesis related to them is accepted but it has a significant 
effect on ROE and thus null hypothesis related to it is rejected.  Financial performance of the firms plays the vital role to carry out the 
sustainable CSR activities in societies. The research is important for all stakeholders who include managers, investors, government 
etc.  Since CSR undertakings improve business values and can be associated with a series of bottom-line benefits. 
 
Keywords: Corporate Social Responsibility, Financial Performance, Listed Companies, Performance Measures, Panel Data 
       Regression Models.  
 
1.0 Introduction 

Inclusive growth in a country like India is only possible when business houses will take their responsibility for social cause 
and not merely to fulfil the norms. Business and Society are interdependent and business has to share the role of building a better 
future with government. In today’s world it is no longer acceptable that a corporation does well by profit maximization rather wealth 
maximization & value maximization. Following this, companies are subjected to new levels of transparency, whether in terms of 
demands for greater disclosure and corporate governance or in terms of public outcry on issues as diverse as environmental pollution, 
education, health, child labour etc. with increasing pressures to improve the bottom-line benefits as well as to be good corporate 
citizens, business leaders face tough decisions. They are challenged and pulled by the demands and expectations surrounding the buzz 
for corporate social responsibility. CSR in India has traditionally been seen as philanthropic activities which need to be changed into 
deliberate social responsibility. It can therefore be inferred that CSR is a deliberate inclusion of public interest into corporate decision 
making, and the honouring of a triple bottom line which are people, planet, and profit (Harpreet 2009). The triple bottom line is 
considering that companies do not only have one objective, profitability, but that they also have objectives of adding environmental 
and social value to society (Mirfazali 2008). 

 
Looking at the social unrest, governments & regulators have responded to this unrest and the national voluntary guidelines 

for social, environmental and economic responsibilities or the NVGs (accompanied by the business responsibility reports mandated by 
the SEBI for the top 100 companies) and the CSR clause within the companies act, 2013 are two such instances of the steps taken. 

 
India is the first country that has made it mandatory to spend at least 2% of the average profits of three immediately 

preceding financial years for those companies, including all Central Public Sector Enterprises (except loss making companies) , that 
have at least a net profit of Rs. 5 crore or a turnover of Rs. 1000 crore or a net worth of Rs. 500 crore each on corporate social 
responsibility (CSR) for elevation of the society and also requires them to disclose an annual report on CSR in their board’s report 
belonging to a financial year. The norm has already been made effective from 1st April, 2014 but studies have shown that few of them 
are still following the norms. 

 
Corporate social responsibility (CSR) is a business approach that contributes to sustainable development by delivering 

economic, social and environmental benefits for all stakeholders. 
 
CSR is a concept with many definitions and practices. The way it is understood and implemented differs greatly for each 

company and country. Moreover, CSR is a very broad concept that addresses many and various topics such as human rights, corporate 
governance, health and safety, environmental effects, working conditions and contribution to economic development. The purpose of 
CSR is to drive change towards sustainability. 
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Little research exists on the CSR and financial performance in India apart from some research studies on theoretical framework of 
CSR. This paper seeks to contribute to the existing body of work in this area by examining the extent to which corporate social 
responsibility contributes to financial performance of some NSE listed companies. The rest of the paper is structured as follows: the 
next section reviews the existing work on corporate social responsibility and its effect on financial performance of the companies 
across the countries. Section 3 provides a brief description of the data employed for the empirical analysis and specifies the estimation 
models. Section 4 presents the analysis of data and interpretation of results. The final section summarizes the findings and draws out 
some conclusions. 
 
2.0 Review of Literature 
 Bedi, H. S. (2009). studied the relationship between social and financial performance of a company. For the purpose of 
research 37 companies were considered, who spend some amount to fulfil their corporate social responsibilities and then relationship 
between their financial performance and expenditure on corporate social responsibility is measured by using correlation and 
regression. The analysis reveals that there is a positive relationship between CSR and financial performance and the descriptive and 
inferential measures shows that Corporate social expenditure depends upon the financial performance of the Company.  
 
 Ekatah et al (2011) studied the association between CSR and profitability of Royal dutch shell Plc in UK for a period of 
2001-05. Content analysis and case study method used in that study. The result showed a positive relationship between CSR and 
profitability of these companies. 
 
 Ocran (2011) investigated into various CSR activities done by multinational companies (MNCs) in Ghana and how the CSR 
activities influenced the firm’s profitability there. He collected data through questionnaire and interview method. By using Pearson 
Product-moment correlation coefficient, the author concluded that CSR activities had a positive impact on profitability of MNCs firm 
in Ghana. 
 
 Vitezie (2011) examined the relationship between efficiency of firm and socially responsible business performance in 
Croatian enterprises for the year 1993-2010. The author used a sample of 22 enterprises which submit public report on socially 
responsibility and 20 enterprises which did not report on socially responsibility from Zagreb stock exchange.         Efficiency has been 
indicated by financial ratios such as ROA, ROE, ROS, and price/earnings ratio. Univariate correlation, descriptive statistics, t-test 
have used in this research paper The result showed that efficiency of a firm depends on socially responsible business performance. 
 
 Akanbi and Ofoegbu (2012) examined the influence of CSR on organizational performance of United Bank for Africa in 
Lagos. They used t-test, regression, Pearson correlation and ANOVA to conduct the particular study. The study revealed that there 
was a positive relationship between various dimensions of CSR and organizational performance. 
 
 Fu et al (2012) examined the association between corporate social performance (CSP) and financial performance (FP) of 
Chinese companies with 1228 and 1251 samples for the year 2005-06, 1577 and 1603 samples for the year 2009-10. They used 
Tobin’s Q ratio, descriptive statistics, and correlation and regression analysis to conduct the study. The result showed a negative 
relationship between CSP and CFP. They had also pointed out some factors that also influenced the relationship of CSP & CFP of the 
Chinese companies, their special ownership structure, governance structure, cultural background and wage rigidity. 
 
 Rajput, N., Batra, G., & Pathak, R. (2012). in their study tried to understand the relationship between CSR and financial 
performance in Indian context. CSR indexes (www.karamyog.org) and financial performance (annual reports) measures were taken to 
allow the estimation of regression analysis conducted to examine the relationship between CSR and financial performance. Their 
preliminary results revealed statistically significant relationship between corporate social responsibility (CSR) and financial 
performance (CFP) as measured by sales revenue and profits of five hundred Indian companies and concluded that, there is a marked 
financial benefit for companies that are innovative to invest in CSR. 
 
 Uadiale, O. M., & Fagbemi, T. O. (2012). examined the association of corporate social responsibility and financial 
performance in developing economies by using a sample of forty audited financial statements of quoted companies in Nigeria, he 
examined the impact of CSR activities on financial performance measured with Return on Equity (ROE) and Return on Assets (ROA). 
The results show that CSR has a positive and significant relationship with the financial performance measures. These results reinforce 
the accumulating body of empirical support for the positive impact of CSR on financial performance.  
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 Kanwal, M., Khanam, F., Nasreen, S., & Hameed, S. (2013) has tried to explore the relationship between CSR &FP by taking 
the data from15 companies listed on Karachi stock exchange, using correlation analysis which is used to find the cause and effect of 
the relationship. The study result shows that there is a considerable positive relationship between the CSR and Financial performance 
of the firm, and firms spending on CSR not only benefits from continuous long term sustainable development but also enjoy enhanced 
FP. 
 
 Asatryan, R., & Březinová, O. (2014). in their paper examined the relationship between CSR and financial performance in the 
airline industry in Central and Eastern Europe. A sample of 20 audited financial statements of airline firms were selected randomly. 
The study analyzed the impact of CSR activities on the financial performance of firms. The Return on Equity (ROE) and Return on 
Assets (ROA) were used as indicators to measure financial performance of firms whiles the independent variables were Community 
Performance (CP), Environment Management System (EMS) and Employee Relations (ER). The study found that there is a significant 
positive relationship between CSR initiatives and financial performance measures.  
 
 Simionescu, L. N., & Gherghina, S. C. (2014). examined empirically the corporate social responsibility and corporate 
performance of the Bucharest Stock Exchange listed companies by using both accounting-based performance measures (e.g., ROA, 
ROE, and ROS), as well as market-based firm performance measures (e.g., PER, EPS, and PBV), for a sample of companies listed on 
the BSE during the 2008-11. By employing panel data regression models without cross section effects, he found a negative 
relationship between CSR and ROS, as well as a positive association between CSR and EPS. Furthermore, by estimating fixed-effects 
panel data regression models, the positive relationship between CSR and EPS was reinforced. In addition, he performed several 
robustness checks such as the presence of autocorrelation in the residuals, as well as the variance inflation factors towards 
multicolinearity. 
 
 Chetty, S., Naidoo, R., & Seetharam, Y. (2015) examined the impact of corporate social responsibility on firms’ financial 
performance in South Africa. This relationship is examined for the period from 2004 to 2013 in South Africa. He assessed the short-
term impact of CSR announcements on financial returns of firms included in or excluded from the Johannesburg Securities Exchange 
Socially Responsible Investment Index and determine whether there is a difference in the long-term CFP between these two groups for 
the entire period. The event study methodology shows that investors were rewarded in 2004 and 2012, when firms entered the index, 
and were penalized in 2013, when firms exited the index. When using regression analysis, the various industries provide mixed results 
between CSR and CFP for firms over the long term. Based on these results, he finds that CSR activities lead to no significant 
differences in financial performance. 
 
 Thoti, K. K. (2015) in his article “An empirical study on Corporate Social Responsibility across Indian Industries” stated that 
corporate governance enables corporations to realize their corporate objectives, protect shareholder rights, meet legal requirements, 
and demonstrate to a wider public how they are conducting their business. The research was conducted in the Bangalore industries and 
the samples had been collected from Information Technology employees. In this research, reviewed the complexity of the issue, the 
opportunities CSR presents, and one approach to identifying CSR opportunities and the reasons for companies becoming interested in 
social responsibility are diverse, Risk protection, market positioning, recruitment and immediate economic impact and degree of 
commitment. 
 
 Das, L., & Bhunia, A. (2016). in their paper observes the various related literature in India and abroad along with the findings 
and suggestions made by diverse researchers regarding how financial performances are affected by the corporate social responsibility. 
It has been observed that the findings have been divided into three groups across the globe, that is, corporate social responsibility has 
either a positive impact or a negative impact or no impact on firms’ financial performance.  
 
 Sharma and Aggarwal (2016) studied the CSR activities done by 12 public and 7 private sector banks in India for the period 
of 2014-15 and wanted to see if there was any difference regarding the CSR practices between the two types of banks in India. They 
pointed out that most of the banks were not spending 2% shares of average net profit of preceding three years on CSR and public 
sector banks were performing CSR activities better than private sector banks. Also, they observed that most of the banks are 
performing CSR activities in the area of rural development, education, community welfare, women and children. 
 

Sekhon, A. K., & Kathuria, L. M. (2019) in their paper used a panel of top 137 companies from CNX-500 for 10 years (2008-
2017), the impact of CSR on three indicators of financial performance, namely, Return on Assets (ROA), Return on Equity (ROE) and 
Net Profit Margin (NPM), is evaluated using the panel data regression analysis. The technique of content analysis is used to collect 
data on CSR from the annual reports of selected companies. The study finds that the impact of CSR on financial performance may be 
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neutral (with ROA and NPM) or negative (with ROE). The negative influence of CSR on ROE of firms supports the theory by 
Friedman (1970) that the only responsibility of business is to maximize profits and returns for its shareholders. 

 
3.0 Objectives of the Study 

1) To assess the relationship between the corporate social responsibility (CSR) & the financial performance of top companies 
of Nifty index. 
2) To examine the impact of corporate social responsibility (CSR) on financial performance of the top companies of Nifty 
Index. 

 
4.0 Research Methodology 

CSR measurement is a problem when attempting to determine the impact of CSR on CFP. Generally, researchers used survey 
method, rating and ranking method on the basis of various dimensions of social performance, content analysis, which consists of CSR 
disclosures as stated in annual reports & regression analysis but all the methods are subject to limitations. Surveys may be subject to 
bias, as they are based on the researcher’s own subjective views. The credibility of the ratings is highly subjective and depends not 
only on the accuracy of information available to assessors but also on their expertise. Content analysis may be subjective according to 
the researcher’s choice of variables to measure, and firms may not implement the reported actions. 

 
Similar to CSR measurements, there is a lack of consensus concerning the optimal financial performance measurement 

instrument to apply. Many researchers utilize accounting measures such as Return on Equity (ROE), Return on Assets (ROA), Return 
on Sales (ROS), Return on Capital employed (ROCE) and Earning per Share (EPS) whereas some has used market-based measures of 
financial performance, such as investors returns. Both accounting- and market -based measures represent different perspectives on 
financial performance and have different implications. 
 

In this study we have used both accounting-based performance measures (NPM & ROE) as well as market-based firm 
performance measure (EPS) for the selected companies listed on the NSE in Indian stock market in order to determine the relation 
between CSR and CFP.  

 
4.1 Null Hypotheses of the Study  

The null hypotheses taken in the study are: 
• NH01: There is no relationship between CSR and Financial performance of companies.  
• NH02: There is no impact of CSR on Net profit margin (NPM). 
• NH03: There is no impact of CSR on Return on Equity (ROE).  
• NH04: There is no impact of CSR on Earning per Share (EPS). 

 
4.2 Sample & Measurement 

In this study we have taken top 50 companies of Nifty Index for the year from April 2015 to March 2020. In order to assess 
the firm’s performance, we have considered both accounting- based performance measures i.e., NPM & ROE as well as market-based 
firm performance measure (EPS). NPM & ROE underlines the firm’s efficiency as regards the usage of shareholders’ funds to 
generate profits whereas EPS determines how many rupees of net income have been earned by each share of common stock. 
Accounting-based measures capture historical performance and are subject to bias from management manipulation and differences in 
accounting procedures. On the contrary, market-based measures capture future performance, being forward looking by nature. The 
CSR spending as a percentage of net profit is taken as a proxy to measure socially responsible undertakings. The data source is the 
annual reports of the selected companies. 
 
4.3 Methodology 
The relationship between CSR and firm performance will be empirically investigated by the instrumentality of panel data regression 
models, by considering the following general specifications (Baltagi, 2005): 
 
  Yit  = α + X  β + u   i = 1,2, ...........N ; t = 1......, T(1) 
 
Where i denotes the selected companies listed on the NSE, while t denotes the time, respectively the period 2011-16. 
In fact, the accounting-based performance measure, as well as the market-based firm performance measures will be employed as 
dependent variables in separate regression equations, While, CSR and control variables will be considered as explanatory variables. 
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5.0 Empirical results 
5.1 Descriptive statistics 

Table 1 provides descriptive statistics aiming to describe the basic features of the data from current empirical investigation. 
Hence, univariate analysis implies the observation across cases of one variable at a time. In fact, we examined the central tendency 
including the mean and median, as well as the dispersion covering variance and standard deviation. In addition, we show the minimum 
and the maximum values of the employed variables. The data is consisting of 50 companies of Nifty Index as on 31st March, 2020. 
The data clearly reveals that variation in ROE is much more than variation in NPM. The used variables are highly skewed. 

 
Table 1: Descriptive statistics 

Variable N Mean Median Skewness kurtosis Variance Std. Dev. 
Accounting-based performance measures  
 ROE 251 16.84 12.61 1.63 2.00 116.24 10.78 
NPM 251 11.76 8.95 0.33 -1.43 96.31 9.81 
Market-based firm performance measures 
EPS 251 54.07 54.23 0.74 0.43 1224.33 34.99 
CSR Measurements 
 CSR (% of 
net profit)  

251 1.88 
 

1.71 
 

0.77 
 

0.76 
 

1.22 
 

1.10 
 

  
5.2  Correlation Analysis 

Table 2 reveals the correlation matrix which provides the correlations between all pairs of data sets. In fact, the correlations 
point out whether and how strongly pairs of variables are related.  It is noticed that a significant relationship exists between net profit 
margin (NPM) and return on equity (ROE). It clearly reveals by table that CSR spending is negatively related to EPS, ROE & NPM. 

 
• NH01: There is no relationship between CSR and Financial performance of companies.  
•  
 The first Null hypothesis is accepted because P-values are greater than level of significance. Thus, there is no any significant 
relationship between CSR & FP at 5% level of significance. 
 

Table 2: The Correlation Matrix 

  
CSR Spending (% of 
Net Profit) EPS NPM ROE 

CSR Spending (% of Net Profit) 1    
EPS -0.310 1   
NPM -0.208 0.267 1  
ROE -0.520 0.546 0.670 1 

 
5.3 Regression Analysis 

Table 3 shows the regression results regarding the influence of CSR on both accounting-based and market-based firm 
performance. The model related to NPM & EPS is not statistically significant, based on F-stat. Thus, when NPM & EPS was used as 
dependent variable the relationship between independent variable CSR and dependent variable NPM & EPS was almost negligible but 
the model is significant in case of ROE, based on F-value. The p-value is also significant in case of ROE whereas statistically 
insignificant in case of NPM & EPS. 
 

R2 reveals how close the data are to the fitted regression line, being computed as the ratio between the explained variation and 
total variation. R2 equals to 0.270 in case of ROE, 0.0434 in case of NPM & 0.0962 in case of EPS which reveals that CSR has 
relatively good impact on ROE whereas CSR has almost nil impact on NPM & EPS of the stock. 
 
5.3.1 Null hypothesis explanations 
NH02: There is no impact of CSR on Net profit margin (NPM). 

The p-value is greater than 0.05 so the null hypothesis is accepted. Thus, there is insignificant impact of CSR on Net profit 
margin (NPM). 
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NH03: There is no impact of CSR on Return on Equity (ROE). 
The p-value is lesser than 0.05 so the null hypothesis is rejected. Thus, there is a significant impact of CSR on Return on 

Equity (ROE). 
 
NH04:  There is no impact of CSR on Earning per Share (EPS). 
 

The p-value is greater than 0.05 so the null hypothesis is accepted. Thus, there is insignificant impact of CSR on Earning per 
Share (EPS). 

Table 3: Regression results 
Dependent Var  
 
Independent Var  

ROE NPM EPS 
 

Const 
 

26.390 15.254 72.580 

CSR 
 

-5.069 -1.850 -9.816 

F -Stat 
 

10.379 1.272 2.982 

Prob (F-stat)  
 

0.0032 0.2688 0.0951 

R-Sq 0.270 0.0434 0.0962 
 

Adj R-Sq 0.244 
 

0.0093 0.0639 
 

N 251 251 251 
 

* At 5% level of significance 
 
6.0 Concluding remarks 

Current empirical investigation aimed at researching the impact of corporate social responsibility (CSR) on financial 
performance of top listed companies of nifty index by using both accounting-based performance measures which includes net profit 
method (NPM) and return on equity (ROE), as well as market-based performance which includes earning per share (EPS) over the 
period 2015-2020. By employing correlation method, we found negative relationship of CSR with NPM, ROE & EPS but significant 
positive relationship between NPM & ROE and also employed panel data regression models by considering separate equations. Here, 
in this study CSR is taken as independent variable whereas Net profit, return on equity & earning per share is taken as dependent 
variables separately. The regression model is insignificant for EPS & NPM whereas significant for ROE. The p-value is also 
significant in case of ROE whereas statistically insignificant in case of NPM & EPS. 

 
 Thus, it is concluded that corporate social responsibility (CSR) has significant impact on return on equity (ROE) whereas 
corporate social responsibility has nil impact on net profit & earning per share (EPS) of the sample companies taken under study for 
the above-mentioned period. 
 
7.0 Limitations of the study 

1) The study is completely based on secondary data. 
2) Only few selected companies have been taken for study. 
3) Financial performance is measured only by three characteristics. 
4) Proxy of CSR is confined to CSR Spending (% of Net Profit). 
5) Data of only five years were used to reach at a conclusion. 
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