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ABSTRACT

The aim of the following study was to identify whether Corporate Social
Responsibility (CSR) initiatives carried out by businesses in developing economy like India
have an effect on its working results measured in terms of financial performance and
shareholder value. For the purpose, the researcher has collected financial data
(including CSR spending) of 5 sets of companies (a set comprises of 2 within the same
sector) for a period of 4 years from 2015-2018. As primary data collection questionnaire
survey was conducted on officials associated with business and public. Research design is
both descriptive and correlational and the methods adopted are mixed method comprising
of survey and secondary data analysis. The researcher had established net income-CSR

relationship and relationship between value of the company and CSR




01 - INTRODUCTION

1.1 Research Background

The primary objective of any business venture (except NPO’s) is to increase
the business value. Business value of a corporation is determined by the business health
and well-being of the company in the long run. Annual financial accounting procedures are
followed by the businesses to measure the value in terms of its financial performance. To
produce business information is one of the main roles of accounting. Performance of the
business may be measured which is of monetary values which are obtained by using
financial accounting-information and non-monetary value. Earlier concepts of business
activities were focused mainly on profit maximisation and were customer oriented. It was
considered that businesses were meant to create customers (Drucker, 2018). According to
Milton Freidman, the social responsibility of the businesses is to engage in such activities
which improve the profit meanwhile staying within the rules of the game”. The concept of
CSR and its evolution has begun in 1953 right after publication of “Social Responsibilities of
the Businessman” by Howard Bowen. Studies were also conducted by J. McGuire (1963) and
K. Davis (1960) which highlights the importance of the concept of CSR. Along with the
financial aspects in the form of profits and dividends, the studies also consider the
sustainability by measuring the environmental consequences and social impacts through
business activities. As in a developing economy like India which has a mandatory CSR
policy are to be followed by business by means of statutes, it is necessary to understand the

effects on the company’s profitability pattern and stakeholder relationships. It is a matter




of increasing concern that the operation of a business corporation should be embedded
within the concerns of the society. In other words it is the moral ethical and societal
relationship between the business and the community of stakeholders. The concerns on
societal responsibilities of a corporation were first pointed out by Bowen (1953) who was a
well-known academician and he stated that the private corporations shall be evaluated
purely on the basis of “demonstrable contribution to the welfare of society”. A somewhat
similar argument was from Steiner (1971) whose statement was that businesses being an

economic institution, they also bounded to contribute in the matter of achieving social

goals and that should be broadened with the size of the business.

India is the first country which has made Corporate Social Responsibility
(CSR) as statutory compliance through amendment made to the Companies Act 2013 which
is applicable from 1st of April 2014. By introducing the above amendment, the businesses
are made to invest and participate in social and environmental restructuring by means of
healthcare, education, poverty eradication and gender quality initiatives. The CSR has a
wide range of scope even though it is defined by rules. The growth percentage of CSR
spending was 28% during the accounting year 2015-16 (Starts from 1St of April 2015 and
ends on 31st March 2016). When listed companies in stock exchange of India were
considered, the investment was around USD 1.23 billion on various sectors like education,
healthcare, social development, skill development and environmental causes. It was almost
418% increase when compared to the previous accounting year (2014-15) and it amounts
to USD 103 million contributed towards Prime Minister’s National Relief Fund. Around USD

300 million was invested on education sector alone by the listed companies in that year.




What is Corporate Social Responsibility?

According to the definition given by United Nations Industrial Development
Organisation (UNIDO) whose purpose is to accelerate and promote industrial growth in
developing nations, it is a management tool which integrates social and environmental
concerns arising in the business environment with interactions and operation of the
businesses with their stakeholders. In other words, it is conceived as means by which
corporation balances their economic, environmental and social commitments with
stakeholder’s expectations hand-in-hand. This is also called the triple bottom line concept
which comprises of 3Ps which are Planet, People and Profit (John Elkington, 1994). The
definition given by European commission on CSR is that it is an integration of social,
ethical, environmental, consumer and human rights concern into the operations and

strategies of the business (E.C, 2018). Another widely accepted definition is given by ISO

26000 which defines the concept as it is the responsibility of the organisations of impact of

their decisions and operation on the society and environment through ethical and
transparent behaviour which would contribute to sustainable development in terms of
public health and welfare, fulfilment of stakeholder expectations, complied with existing
laws and regulation and international behavioural norms of the businesses. The definition
for CSR is given by World Business Council of Sustainable Development (WBCSD) as
continuing commitment by business to behave and contribute ethically towards the
economic development along with improvement of quality of the lives collectively of its
workforce family and society as a whole. Similarly, CSR Asia gives another definition for
CSR as commitment of the company to operate socially, economically, and environmentally

sustainable way along with satisfying the interest of its diversified stakeholder groups.




Another definition of CSR is given by World Bank Group and it is defined as a business
commitment which may contribute towards the sustainable economic development in such
a way it works with the employees and their families, the local community and also the
society by improvement of their lives which may do well to the business and its

development.

Triple Bottom Line

Figure 1.1 Triple Bottom line model of CSR

The modern era and more acceptable definitions of CSR was arrived after
1960’s where one of the definition given by Keith Davis a known writer academician during
the time says; it is decisions and actions made by businessmen which is at least partially
beyond the technical or economical interest of a business directly (K. Davis, 1960). The new

concept of the social responsibility is an intimate relationship between the business and




the society and these intimate relationships has to be kept in minds of the top officials of

the business corporations while they attempt to achieve their goals (Waltan, 1967).

Corporate Social Responsibility in Indian Economy

The Indian corporate affairs are regulated and monitored by the Ministry of Corporate
Affairs (MCA). There are a number of big MNC’s which has its headquarters located in
Indian states. Every state has got local bodies to govern while the MCA is concerned about
the full working of a corporation in India as a whole. It was proposed earlier in India to
implement a bill which requires Indian Corporations to carry out CSR initiatives enforced
by statute for companies with a turnover more than INR 10 billion/ net worth of 50million
have to spend a least of 2% of their 3 years average profit towards CSR activities
(Siddartha, 2011). By 2014, The Ministry of Corporate Affairs (MCA) have amended the rule

and inserted Section 135(1) which came into effect from 1st of April 2014 in the Companies

Act 2013. Further, the Ministry of India has demanded Korean Multination Corporation

POSCO which is one of the biggest steel-makers from South Korea to fund 2% of their 3
years average net profit towards CSR programs in the area they are located in India
(Siddartha, 2011). There are limited documents available on early CSR activities in India as
it was more of philanthropic in nature. But in the recent years it has developed and evolved
into community development activities which was previously institution building alone.
The CSR activities in India practiced as philanthropic activity has improved and getting
associated with the business which is understood from the sustainability reporting CSR
activity reports, reports on company website etc. that the companies consider these

activities as means to strengthen its relationships with the stakeholders (PwC India, 2013).




Even before the CSR was a considered as a global concern, there were organisations in

India which were practicing CSR activities such as Tata group, ITC Ltd, Wipro, etc.

R.S Raman (2006) has conducted a study named ‘CSR in India- A view from top’ and in his
content analysis he have closely examined the Chairman’s Message section from annual
reports of 50 Indian companies in order to understand about the extent of reporting of the
corporate social responsibility activities carried out and published by the company. The
author came up with a view that most of the top Indian companies had given the first and
foremost importance for development of product and human resource improvement. A
Case study on Bharath Petroleum Corporation Ltd and Government of India controlled oil
and gas company which is a public sector undertaking has shown a broad relationship
between company and society. The organisation utilises the resources as raw materials and
labour and in return they would be providing the society with supreme service. Numerous
services are provided by BPCL as a part of the social responsibility towards the society

(Shah. S, Bhaskar. S, 2010)

1.2 Research Objective

The conventional concept of businesses was to generate revenue and profit
maximisation and the corporations were least concerned about the environmental causes
but, this has changed with change of time. Today, Multinational Corporation considers CSR
initiatives as an important matter of concern and disclosure of activities are done along
with annual reports as sustainability reports. There are researches which show entities

which disclose positive CSR activities have reduced finance costs and it has also improved




their access to finance (Clarkson et al, 2013). Considering all the above, this research intents

to explain;

Whether spending on corporate social responsibility (CSR) has a significant impact
on corporate financial performance (CFP) in a developing economy like India.
Whether spending on corporate social responsibility increases stakeholder value by

study conducted in Indian economic context.

1.3 RESEARCH PROBLEM

There are a number of corporate financial institutions which does not
perform sufficient forms of activities to fulfil the social or environmental causes as they
believe in conventional theory that it has nothing to do with the corporate financial
performance. There were previous studies conducted on this matter but, most of the
studies were focused towards the impacts in developed nations are there are very limited
information available on this matter in the case of developing economies. Corporations

which exist in developing economies are not quite familiar with the concept of CSR and its

importance in terms of financial performance but the case is different for Indian economy.

[t is enforced by statute for the companies with prescribed limit of net worth /turnover/net
profit accumulated by bill passed and amendments made to the corporate governance and
regulations. The companies are required to spend on CSR initiatives as prescribed limit is
derived by the rules. Many of the businesses spend lower than that of the prescribed limit
than they are directed which may be due to the belief that there is no significant benefit in

the form of financial performance nor shareholder value is derived by spending on CSR.




Thus it is significant to understand the importance of the impact of CSR on CFP and

whether it has any impact on the stakeholder’s value.

1.4 Rationale of the study

In the modern times, it is considered by many authors and society that that
there are big multinational corporations that operates in the businesses environment
which has sole objective to generate huge revenue and thereby maximisation of profit.
They operate and derive benefits from a social environment in which they operate and
sustain. They also establish a relationship with the environment in which they functions.
For a business to function effectively, it requires a uninterrupted supply of manpower in
terms of healthy and educated labours, sustainable resources and support of the authority
(Government, local bodies, etc.). The importance of CSR for corporations is that, it favours
goodwill for the company and thereby makes the business friendly and conductive with the
social environment. Thus, it can help the organisation in terms of maximisation of its
wealth. Kotler argues that, CSR would certainly leave an impact on the financial worth of a
business (Kotler, 2005). The one and only social responsibility of businesses according to
Milton Friedman is to engage in the business activities using its resources in order to
generate profit as long as they are bound to the rules of the game or in other words, involve
in open competition without deception or fraud (Friedman M, 1970). The evidences to
establish relationship between CSR and corporate social performance (CFP) are limited in
academic point of view. There exist significant gap between corporate social responsibility
and how it can improve the financial performance of the business. In this context, there
comes the need to understand about corporate social responsibility and apart from social

and environmental development, the ways in which it can contribute to the financial




performance of the company and to fulfil the primary object of the business which is to
increase the value of its stakeholder. The study becomes relevant as it is conducted in a
developing economy like India where the corporate social responsibility (CSR) is

mandatory and regulated via company laws and regulation.

1.5 Research Hypothesis (Quantitative research)

It is defined as a postulate which the researcher has formed as they speculate the possible
outcome/outcomes of a research they conduct (Shuttleworth, 2008). The conditions of
hypothesis are that it should be testable and must be realistic. Hypothesis are formed and
tested by various analytical tools to obtain the result. It is useful to conduct the quantitative
research. The following hypothesises are formed based on the knowledge and technique

available which states that;

H1: Corporate social responsibility initiatives have a significant effect on the Corporate

Financial Performance

H2: Corporate social responsibilities initiatives do increase the shareholder value.

1.6 Research Question (Qualitative research)

Research question can be defined as the fundamental core of a study which mainly
focuses on the study conducted and it determines methodology used for conducting the study. It
is explained as one of the methodological step the investigator has to choose while conducting a

qualitative research (Creswell, 2009). In this study the research question posed is;

Is there any effect by CSR initiatives on financial performance of a business in a developing

country like India?




02 - Literature Review

In view of the changes to the economy in India since liberation, and the rapid
growth in certain industrial sector or regions, CSR perception data is an important field to
research. It is important for the researcher to be familiar with both previous theory and

researches published so far in the field of investigation or study. Every research projects

requires the review of concerned literature for doing the research. With the help of review

of literature, a researcher can identify the methodology used, research design, methods of
measuring concepts, techniques of analysis etc. The researcher presents here the resume
on various studies undertaken by several researchers from time to time in India and also

abroad.

The contemporary literature has discusses the relationship between CSR and
financial performance in detailed manner. Ullman (1985), states that the association
between corporate social responsibility and corporate financial performance can be
positive, negative or no-effect and there is no consensus among the researchers yet on this
aspect. When we consider the existing literature on corporate social responsibility, there
are three schools of thought that exist. The first group argues that there exist a positive
correlation between corporate social responsibility and financial performance. (Preston &
O’bannon, 1997; Choi et al, 2010, Murtaza et al, 2014; Mutasim & Salah 2002; Torugsa,
2012; Kiren et al, 2015; Yusoff & Adamu, 2016). Theses authors have recommended

investing in CSR initiatives in order to increase the financial performance.




The second group has observed a negative correlation exists between
corporate social responsibility and financial performance of the organisation and
recommendations are given to divert the spending more towards maximisation of the
profit by using it for the resources rather than spending on corporate social responsibility
initiatives. The studies does not favour the concept of investing on corporate social
responsibility initiatives (Babalola, 2012; Singh, 2014; Igbal et al, 2012; Wati et al, 2011,

Cellier & Chollet, 2011; Margolis & Walsh, 2003).

The third group of study has established a neutral association on analysing
the corporate social responsibility with financial performance. The relationship analysed

where miscellaneous and considered various other dynamics which would hinder the

researchers from arriving at a specific conclusion (Mehar & Rahat, 2007; Kang et al, 2010,

Igbal et al, 2012; Chek et al,, 2013, Adeneye & Ahmad, 2015).

According to the research conducted by Tsoutsoura (2004) on social exercises
and fiscal execution to assess the relationship between them in her research under title
“Corporate social obligation and money related execution” she has explained the point that
there should be social execution fused into each sets of operations within an organisation
in order to attain achievements. It is always favourable to organisation to include social
exercises in their operations so that the threat of losing image than paying overwhelming

fines, gifts or any sorts of negative social aspects.

According to Yeung (2011), organisations have to keep up their transparency
with a consciousness about the threats while monitory and non-fiscal results are

considered.




Two literatures where considered from the management literature is
consider in order to establish the relationship between corporate social responsibility and
corporate financial performance. And they are: 1.) Good management theory which is
considered to be more of a resource based approach to attain a competitive edge and 2.)
Slack resource theory. (Miles et al, 2000). Slack resource theory is formed based on the
concept that the business is able to run the operations as a result of the resources that the
company owns that are apportioned towards the predefined activities performed by the
business. The resources of the companies are meant to meet the companies need for
adapting with the internal pressures that arise an to change dynamically and accordingly to
the external pressures (Buchholtz et al,1999).

Waddock and Grave (1997) have explained that as the financial performance
of the company improves, slack resources will become available to the company to carry
out corporate social responsible activities in the forms of environmental, social, community
and employee relations. The business reputation, corporate image, segmentation and

strategic cost cuts can be developed and enhance by carrying out certain activities in the

form of corporate social responsibility initiatives (Miles & Covin, 2000; Miles et al., 1997)

Barney ( 1991) have explained that, the company should be trying to get their
stakeholders satisfied irrespective of its financial conditions and this would help the
company in achieving a good reputation and better corporate image in the minds of the
stakeholder groups. When company’s intangible assets are considered these attributes
remains as a component in the item in resource-based perspectives and these can help the

company to gain a competitive advantage. By improving the competitive advantage of the




company, the theory tries to explain that it can lead the company to have an enhanced
financial performance.

Competitive power can by enhanced by conducting corporate social
performance of environmental nature. This is considered to be an alternative way which
leads to the stakeholder satisfaction on a different scale and it helps the company to gain a
distinct layer of advantage (Miles & Covin, 2000). The proponents of the Good management
theory argues that performing good management practices would help the company to
enhance is financial performance by establishing a relationship with corporate social
performance and there my improving the relationship between company and its
stakeholders (Donaldson & Preston, 1995, Waddock & Grave, 1997). Empirical supports
were given my McGuire (1988) and Waddock & Grave (1997) on Good management theory.

Flammer (2013) in his research title “Does Corporate Social Responsibility lead
to superior Financial Performance: A Regression Discounting Approach” he has conducted
study on understanding the relationship between CSR and CFP. He has considered 102 CSR
initiatives and the financial performance was measured using Net Profit Margin and Return
on Asset. Stock responses were also measured against CSR and the observation from the

study was the Corporate Social responsibility is a positive asset for the organisations. He

also argues that a minor return decrease which charge as an expense to the business.

Organisations with high standard would be able to achieve increased benefits as a result of
a positive social response whereas small business would not be able to fully utilise this

aspect of CSR instead it is a form of additional expense to the organisation.




There are mixed reviews available upon the relationship between Corporate
Social Performance (CSP) and Corporate Financial Performance (CFP). Studies have shown
positive, negative and neutral relationship between these two factors.

According to study conducted by Griffin & Mahon (1997) on previous
literature discussing upon the CSP - CFP relationship, it was found that there were 51
articles published in a couple of decades from 1970 onwards. 12 studies conducted in the

1970’s had shown a positive relationship between CSP and CFP. Analysing the studies from

1980’s to 1990’s, 21 studies out of 27 conducted where showing positive results in terms of

CSP - CFP relationship. In contrast, 1 study has exhibited a negative relation between CSP
and CFP conducted in 1970 and 20 studies from 1980’s to 1990’s have shown negative
result in terms of the CSP - CFP relationship. 4 of the studies conducted in 1970’s and 5
studies from 1980’s to 1990’s have shown inconclusive results on CSP-CFP relationship.

The relationship between Corporate Social Performance and Corporate Financial
Performance was a matter of debate for a period of more than 4 decades and subsequently
some researcher in the 2000’s had also made use of different methodology for measuring
and matching to identify whether any link exist between CSP and CFP. The investigations
conducted by Orlizky & Benjamin (2001), Konar & Cohen (2001), Ruf et al. (2001), Simpson &
Kohers (2002), Murphy (2002), Orlitzky et al. (2003) and Wu (2006) had indicated a positive
result in regards to the relationship between CFP and CSP. According to the study
conducted by Paten (2002), the results were found negative. Other studies were conducted
by McWillams & Siegal (2000), McWillams & Siegal (2001) Moore (2001) resulted in

obtaining no results regarding the relationship between CSP and CFP.




Roman et al. (1999) had conducted the study on the same topic and has
corrected the error in the table provided in the work of Griffin & Mahon (1997) which lead
to an erroneous conclusion. This has shifted the conclusion of the study from negative
result to positive result from the Griffin & Mahon’s (1997) observation and also it has
changed result which was negative direction to inconclusive result. This corrections where
made because of the invalidity, which may have been present in the list included by Griffin

and Mahon (1997). Roman et al. (1999) had reviewed the article and according to him 46

studies with 51 findings and results out of which, 33 which is 65% (major) have concluded

the research with a positive relationship between Corporate social performance and
corporate financial performance.

Taking the path lead by Roman et al. (1999), Margolis & Walsh (2003) had
also investigated upon the relationship between CSP and CFP on the basis of earlier results
obtained in Griffin and Mahon’s (1997) study and this has considered by extending the
study period which covered from 1972 to 2002. There were 127 numbers of studies
published during this period. From the result of the 127 studies, 70 studies which is 55%
had reported positive direction, 7 of the studies showed negative direction and rest of the
studies where showing both the directions.

In 2006, Gray had a study on the relationship between corporate social
performance and corporate financial performance and according to him, there existed no
sound theory to create an implausible relationship between them and along with that,
there were methodological flaws which has also caused the problem in previously
conducted studies. According to him, this can result in studies been led to inconclusive

results. This argument was reviewed and supported by Murray et al. (2006) by conducting




a cross sectional data analysis. The results were obtained by them in favour of the above by
conducting a longitudinal data analysis.

According to the study led by Hill et al. (2007), they were able to establish a

long term effect of corporate social performance over the financial performance of the

company and they have used market based measures rather than accounting based
measures for obtaining the result. The ‘causality’ was the main issue that was raised by
Griffin and Mahon in their works between corporate social performance and corporate
financial performance. The primary aim of the company is to satisfy its stakeholders and
meet their expectations. This can be improved by means of corporate social responsibility
initiatives performed by the business from time to time. It is also the necessity of the
company to enhance its economic and financial performance. Therefore it is a matter of
question to corporation that whether corporate social responsibility or the corporate

financial performance to be considered first.

The later study conducted by Fauzi (2004) on New York Stock Exchange listed companies
in the year 2004 by means of content analysis carried out on the data availed from the
annual reports published also have shown an inconclusive result.

Tsoutsoura (2004), in her title “Corporate social responsibility and financial
performance” established a connection between the corporate social responsibility
activities by corporation and corporate financial performance. The period of study was
taken from 1996-2000 which was conducted within a dataset of 422 participants which
were listed in the Standards & Poor 500 firms and empirical methods where used to arrive

correlation. Two types of CSR measures were chosen to conduct the study were two and




they are KLD rating and Domini 400 Social index as a proxy. For measuring the financial
performance, accounting variables such as return on asset, return on equity and return on

sales were considered. From conducting the study for correlation, signs were found

positive and statistically significant and supported the underlying concept that a corporate

performance with social benefits has a series of bottom-line benefits.

According to the study conducted by Boesso et al (2013), in the research
paper “Enlightening, Instrumental and Strategic Approaches to CSR: Do they drive financial
performance of the companies Differently” it is helpful for the organisation to keep up a
great association with its stakeholder groups as they execute more social initiatives and it
also helps in the financial wellbeing of the firm. A sample size of 100 organisation listed as
the best corporate nationals during the year 2006-2008 as per the KLD database and 118
corporations listed as in GRI report were considered for the study. EBITDA was taken as
one of the measure of financial performance in the study. The result of the study has shown
a positive relationship between corporate social execution and corporate budgetary

execution.

Mishra & Suar (2010), have conducted study on influence of Corporate social
responsibility on performance of Indian company. For the purpose of the study six
measures of stakeholder groups were considered and prepared a connection between
budgetary and non-fiscal executions done by the business. Organisations considered for the
study was 150 of 18 classifications and covering the period 2003-2006. The results of the
study were based on surveys and information collected from the organisations webpages.

Component dissection was done to ensure the legitimacy and quality of the study.




Confirmatory factors were used such as, GFI, NFI and CFI in the study. The financial
execution of the company was measured using degree of ROA. They have also adjusted
12things scale for the purpose of measuring the non-financial executions carried out by the
business. CSR was considered as the independent variable in the study and financial and
nonfinancial performances were taken as the dependent variables. The investigation was
carried out using clear facts and Pearson correlation technique. The observation from the

study was propitious CSR initiatives have a significance over the financial and non-

monetary executions of the organisation.

Babalola (2012) study on impact of CSR on business firms in their title
“Profitability in Nigeria made use of ordinary least square method to analyse the data
collected. It was observed from the study that there are fewer investments made by
Nigerian firms considered for the study which was quite less than that of the prescribed
level. From the observation, the researcher came up with a recommendation to enforce the
CSR initiatives as a statutory spending by the government and enforcement in

consideration with the law and regulation of the country.

Hilda et al (2015), have also conducted study on corporate performance and
social responsibility in selected Nigerian firms. Correlation study was performed using data
analysis. According to their study, there exists a significant relationship between CSR
spending and corporate performance in the background of the study conducted in Nigeria.
They have concluded the study by stating that the social responsibility initiatives are highly

important for achieving a favourable performance of the businesses.




Magara et al. (2015), conducted study on the effect of environmental
accounting over financial performance of corporations located in the Kisi County. Sampling
technique adopted for the study was stratified sampling design. The findings of the study
have shown that the status of financial performance of the corporations perceived were

good as perceived by the workforces.

Study conducted by Classon & Dahlstrom (2006) on corporate social
responsibility and its effect on corporate financial performance in corporations of Sweden
has shown a favourable result. The methodology they have used to conduct study and as a
mean of data collection was survey questionnaire. It was observed that the customer

perception on a product or service is affected by the CSR actions performed by the

company which offers the product of service and it can ultimately affect the organisational

performance.

Marshall (1920) argues that in an ordinary sense, financial performance
results from undertaking financial activities but on a broader perspective, financial
performance relates to the extent to which the financial objective of the business is realised
by the organisation. Financial performance is considered as a measure of monetary
achievements of the business from carrying out business affairs by means of business
policies and strategies at a certain point of time. He reported that there are numerous
financial and market measures namely earnings per share (EPS), return on equity (ROE),
return on capital employed (ROCE), the P/E ratio, gross profit, operating profit and net
profit which are considered to be the key financial ratios that helps in estimating the firm’s

financial health and efficiency in terms of asset available.




Moore & Spence(2006) have stated about corporate financial performance
that accounting based proxies are considerably better than that of the market based or any

other types of mechanisms in order to be used for measuring financial performance.

Mahoney & Robert (2007) has conducted a study upon Canadian companies and in the
study, the environmental aspects of CSR were considered as a separate variable. Both
Corporate social performance (excluding environmental performance) and environmental
performance (as a variable) were analysed with corporate financial performance,
Institutional ownership which was measured as size of the company, financial health and
type of industry. It was found that the environmental performance have a significant effect
but positive on the financial performance of the Canadian corporations where as corporate

social performance alone as a variable have no significant effect.

Mahoney & Robert (2007) study has shown that there is relationship between corporate

social performance (excluding environmental performance) had relationship with
institutional ownership whereas the environmental performance as a variable did not have

relationship with it.




03 - RESEARCH METHODOLOGY

Research Methodology can be defined as a systematic and scientific process
used for collection of data, compilation of the data, data analysis and interpretation of the
data to imply to solve a problem. The types of method adopted can be based on the nature

and the purpose of the study.

3.1 Participants of the research

The primary data collection is being done by means of questionnaire to
internal and external stakeholders of the company and by collecting data by Google form
opinion poll, E-mail responses and telephonic conversations. The primary aim of these
modes of data collection is to identify the personal opinions of the internal stakeholders
such as employees and management officials of various organisations and what are their
views on Corporate Social Responsibility and its impact on their company’s performance.
The customer group responses were collected from 123 respondents who have marked
their responses in the prescribed questionnaire. Email responses were received from 20
respondents who are employees and operational/management officials of different
organisations who have communicated their responses and views on corporate social
responsibility initiative of their organisation. Telephone conversation were conducted with
another 15 respondents who are employees who are working in firms which carryout CSR
and transcripts were prepared based on the responses given by them to the researchers

question on Corporate Social Responsibilities and corporate social performance. A total of




168 participants were considered for conducting the primary research. The participants
for the study was selected on random and voluntary participations of the respondents with
proper consent have been assured. The responses of the participants were recorded

independent of their demographics, age, sex or any other factors.

A secondary research has also been conducted among 5 sets of companies (2
in each set of same industry, a total of 10) where their Net profit, Net profit margin(%),
return on capital employed (ROCE) actual and prescribed CSR spending where considered.
The observations where made between a period of 4 years from 2015 to 2018. All the data
collected on companies are from their Annual reports, Annual sustainability reports and

company websites.

3.2 Research Design

According to Kothari (2004), research design is a conceptual framework
which is used to conduct the research and act as a blue print for data collection,
measurement and data analysis. The research design includes the outline of the research
starting from forming a hypothesis to implication of the data analysed. There are mainly

four types of research design which are known and they are;

a.) Descriptive research design is a type of design where the researcher would not be
relying upon a hypothesis to conduct the study rather develops eventually ones the
data collection is completed. The nature of the data collection is observational in

this type of research.




b.) Correlational design helps to explore and understand the relationship among the

variables with the help of statistical analyses. The cause and effect cannot be
determined using this design as it would provide only the significance of one
variable upon the other and establish a relationship.
Quasi-experimental design is a research design which is used to establish a cause-
effect relationship between the variables considered for the study. There are no
groups assigned by the researcher and the independent variable used in the
experiment is not manipulated.

d.) Experimental Design: This is a method in which scientific techniques are used to
come up with a relationship between the variables selected for the study and
establish a cause-effect. All the dependent variables may be controlled by the
independent variable which is manipulated by the researcher. The effect on
dependent variables as a result of change in independent variable is observed and
data collected in such manner would be subjected to analysis and a relationship may

be arrived between the variables.

The researcher has relied on a mixed approach while selecting the research
design as there are analysis done on primary and secondary data availed. Primary data
contain responses from the participants of the research and their opinions where
preferences where considered while arriving observation. The type of research design used
in this section is experimental where particular response patterns where observed from

the internal and external stakeholders of various industries and their concept and

importance for corporate social responsibility is taken into consideration. Whereas while

the secondary data is considered, the researcher has used relational research design where




he has tried to understand the patterns of change in Income and Shareholder Value as the
corporate social responsibility spending of the company varies. This has been observed for
a particular period of time from 2015-2018 on 2 sets of companies who operate in 5

different sectors of business.

3.3 Research Materials

The research material primarily comprises of the questionnaire prepared to the
stakeholders. Stakeholder groups where divided into internal stakeholders and external
stakeholders. The group of external stakeholder comprises of the consumers of various
products from the general public. Internal stakeholders are employees/officials who work
within the organisation which carryout spending on corporate social responsibility
initiatives.

Each category of stake holders where provided with a sets of questions to find out the
awareness about the CSR activities, extend of the implementations by corporations and

annual spending on CSR initiatives and whether it has got any effect on the corporate

financial performance. 123 participants where took part in the study from the general

customer group and they have given their response to the questions provided. (The
questionnaire is attached in the appendices). There were 10 questions given to the external
stakeholders in order to identify the brand awareness, CSR awareness, response towards
companies with a positive CSR image. Another set of questionnaire was prepared to obtain

the responses from the internal stakeholder group, who are employees and officials of




different organisation. The questionnaire was intended to understand their knowledge
about CSR and whether it has got any significant effect on the company’s financial
performance. The questionnaires were sent to the participants via email and responses
were collected from the respondents. Telephone conversation were also conducted for
collecting the data directly from the respondents. Instructions regarding the study and
purpose of the study were provided to the respondents and consent was obtained from

them.

For the external stakeholders the questionnaire was prepared in such a way that they can
mark their positive responses as ‘yes’ and negative responses as ‘no’ to the questions.

There were also questions intended to measure the customer’s priority and importance by

marking on a scale of 1 to 5.

In the case of email questionnaires, the participants from the internal stakeholder groups
voluntarily participate and communicate their data with the researcher in the form of the
responses they mark on the questionnaire. They are given with questions to know whether
they organisation falls under the group which have to spent of CSR legally and whether
they are following the statutory norms related with CSR spending. Questions where framed
to understand the factors such as sector in which they operate, area of their CSR spending
and the scale of the amount spend in respect of the CSR initiatives where asked. Finally, the
disclosure of CSR policies (forms of sustainability reports), opinion on the significance of
impact of the Corporate social performance on Corporate financial performance and
significance of the corporate social actions on the value of the company. Finally, the

participants were asked whether CSR is required by statute or it is a general practice




followed in the company. The opinion of the participants was also considered in the study
by collecting voluntary comments in the form of brief opinions in the last section of the
study. The intention of the comment section was to acquire addition information available
from the participants which may be useful for the purpose of study or while conducting

further researches on the topic.

3.4 Research Ethics

For the research purpose of the research, the prior consent of the
participants were recorded and documented and the consent form and the questionnaire
circulated for the study were ensured to be communicating the purpose of the research.
The following factors have taken into account while the participants were selected for the

purpose of this study.

Disclosure: Informed consent of the participants of the research where taken for the
purpose of the study. It was made clear to the subjects of the study about the purpose of
study, nature, procedures adopted the benefits as a participant/and or society, possibility
of reasonable risks involved, stresses, discomfort and alternatives of the study. Statement

was given on data confidentiality and protection of privacy of the participants.

Understanding: Clear understanding about the study was communicated with the

research subjects, opportunity were given to express their thoughts and views about the
topic of research. Informed consent document was given with minimum technical jargons
and ensured that the participants take part with their full understanding. The consent form
was prepared in such a manner so that the participants/potential participants understand

the concept and the language.




Voluntariness: The subjects of the study were stakeholders of various sectors of
businesses and all the possibilities of the research were explained to the participants. All
possibilities of coercion or any types of inflated promises of participating in the study were
carefully verified and avoided. The consent form is prepared with such care that it has been
administered by someone who does not hold the authority over the research subjects. The
questionnaire was prepared participatory in nature where opportunity is given to the
participants to communicate their views with the researcher. Subjects were not forced or
any forms of coercion are not present in the study and the subjects are made to participate

in the study with their full consent and complete knowledge on their purpose.

Competence: The participants of the study were ensured competent free of mind and
physically and mentally fit to take part in the study. The subjects were not provided with
any sorts of challenging questions which physically or mentally effect the participant take

part in the study.

Consent: The participants have informed their consent through printed document of
consent. Personal information only for the purpose of identification of the number of
participants has collected as a part of the research with the consent of the subject and this
information were kept safe from reproducing it elsewhere or using it for any other purpose

other than the study discussed. Oral consent of the subjects was taken during the

telephonic interviews. Participants took part in the study where above 18 years and no

minors were included in the study.




Exculpatory Language: consent form has been checked to be free from exculpatory
language by which the participant waives any legal right or releases the researcher liable

for negligence.

3.5 Data Analysis
The data analysis of the study is conducted using the six phase guide
proposed by Braun & Clarke (2006). There is a step-by-step analysis have conducted in this

section.

Primary Data Analysis

Google Form Survey on External Stakeholders

The age group participated in the study is mainly falls in the age group, 25-

below 34 years which was around 51 participants and next group was 18- below 24 years.

No of
Age Group
Participants

18- below 25 years 36

25-below 35 years 51

34-below 50 years 27

50 below and above 9

Total no of Participants




More than 60% of the participants in the study were male respondents. 61%
percentage of the respondents marked opted ‘yes’ for the question on specific brand
preference. Around 38.2% of the participants were aware about the brands in the segment
of their product of choice. Around 28.5% are moderately aware about the brands and
23.6% of the population has an excellent knowledge about the brands in the segment of
product/service of their choice. 86.2% of the population considered for the study have
responded that they are aware about corporate social responsibility (CSR). 73.2% of the
population believe that corporate social responsibility is a moral responsibility of the
corporations and they are bound to spend on corporate social responsibility initiatives.
18.7% of the group where unsure about the concept. Around 33.3% of the population has
responded that they would be surely selecting a product of a brand which has got a positive
CSR reputation. 34.1% of the participants have communicated a moderate response on
preference of a product with positive CSR reputation. 18.7% of the respondents have rated
4 out of 5 when they were asked for choosing a product with a positive CSR reputation.
Less than 14% of the remaining population have responded that they do not consider the
CSR reputation of the company while selecting a product of their choice. For the question
on how much they are willing to pay additional to the cost for a product/service above INR
200+ for the purpose of a CSR initiative, 19% of the population has responded their

willingness to pay the extra amount as a purpose of CSR initiative. 21.1% agree that they

would pay up to INR 200 for spending it on CSR initiative. 26% of the population had gone

for up to INR 100 may be spending for company to carry out CSR initiative. Rest of the
population which is around 33% have responded that they may spend below INR 50

additional on a product which is meant to serve the purpose of carrying out CSR initiatives.




When the question was asked that whether they think CSR policies has to be made
mandatory for all the organisations legally considering their revenue almost 71% of the
population has responded that it should be made mandatory legal for all organisations
above a specified level of revenue to carry out CSR initiatives from their accumulated
income. Among the group, around 22% of the participants were unsure whether the
companies CSR policies shall be made mandatory by law to carry out CSR spending. 7%

have marked a negative response towards this question. 29.8% of the population of the

sample size has agreed that threshold for companies to carry out the CSR spending on

selected areas are of the right limit. 20.2% from the rest were unsure about the limit,
16.7% has responded that may the right limit has been set by the companies act and 12.3%

of the population as has responded that the limit set is not adequate.

E-mail questionnaire to Officials/employees working in an organisation and

Telephone interview (Internal stakeholders)

Responses were collected from officials/employees working in a firm with
prescribed CSR limit were subjected for the study and their details an opinions where

considered for the purpose of the results of the study.

A group consisting 20 respondents were selected and approached for the
study in the form of emails from the officials/employees working in the organisation which
has got annual CSR action plans and another 15 respondents were interviewed via
telephone conversation. They have expressed their views on CSR initiatives which were

recorded along with signed consent document. Oral consent where taken for telephonic




conversation of the 15 respondents and documented as telephonic conversation transcript
between the researcher and the participant. Participants were considered from
Manufacturing, retail, services and other industries. The respondents were asked about the
area of activity where their organisation spent for CSR initiative in the previous year and
major responses were received for the purpose of eradicating poverty and hunger,
promotion of education and contribution towards National distress relief funds. From the
data available, around not less than 5 billion is been spend in the previous year towards
CSR initiatives by the company. Mixed responses were received for the question that
impact of CSR on financial performance and Net income of the company. Majority of the
respondents were considering CSR initiative does have an effect on the financial

performance of the company and it is significant in terms of the net income.

Secondary Data Analysis

TATA CHEMICALS VS PIDILITE INDUSTRIES

TATA CHEMICALS Ltd is an established global company which has its business

focused mainly on Industrial and farming essentials. The company was formed in Mithapur,

Gujarat which is a state in Western India. The company has begun operation in the year
1939 which generated their source of revenue by extraction of Chemicals from Ocean.
Currently the business has become global and manufactures consumer products, inorganic
chemicals, agricultural inputs and crop protection. Company fairly meet their CSR

requirements as prescribed.




PIDILITE INDUSTRIES is a well-known adhesive manufacturing business in India
which makes strong sealants, waterproofing solutions, industrial resins, polymers,
construction chemicals and other adhesives. One of their pioneering products is Fevicol
which is strong adhesive glue which gained wide popularity in households and has got
many applications. The company operates in an environment with which it meets their

corporate responsibilities for the sustainability.

The data were collected from the annual report of the companies and the graph

plotted shows the following results.
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The net income of Pidilite Industries has increased over a period of 3 years

considered for the study (from 2015-2017) at a higher margin and the company had Actual




CSR spending higher than prescribed in all three years and more than that of the spending
by Tata except in 2016. In the year 2017 they have spent the highest which is almost 21%
more than that of the prescribed amount. Whereas Tata Chemicals Ltd spent the least of
14% less than that of the prescribed in 2015 but spend higher in the next two years. From
the above graph it is observed that Pidilite Industries have spent more than that of Tata on

average of the three years considered and their net income shows a big hike in three years.
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When return on capital employed is taken for consideration, Pidilite
Industries has a higher rate of ROCE (in%) when compared to Tata chemicals Ltd during all
the three years. It has increased from around 21% to 35% by the year 2017 for Pidilite
Industries whereas the ROCE shown a minor fluctuation in the case of Tata Chemicals Ltd.
Considering both the business, Pidilite Industries have got an edge over Tata chemicals Ltd

in terms of Return on Capital Employed.




ITCLTD VS HINDUSTAN UNILEVER LTD

"Imperial Tobacco Company" was later named ITC Ltd in 2001 which was
initially a cigarette making company which currently functions in five diversified fast-

moving consumer goods sector. The company was incorporated and its head office is in

Kolkota, a city in West Bengal State in India. CSR policies are applicable and being followed

by the company.

It is a British-Dutch company which has got its headquarters located in Mumbai city of
Maharashtra State of India. They have vivid ranges of FMCG products that include food &
beverages, cleaning and personal care products. They are one of the favourite brands

among the country and have got strong CSR policies.

The data were collected from the annual report of the companies and the

graph plotted shows the following results.




NET INCOME
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Upon plotting the net income of ITC Ltd against that of Hindustan Unilever

Ltd, ITC had spending 0.3% excess than that of their prescribed level of CSR spending in the

initial 2 years considered for the study, 0.5% and 0.2% in 2017 and 2018 respectively.

Whereas HUL Ltd has spent 3% in 2015, 0.2% in 2016, 2% and 3% more than their
prescribed CSR spending levels in 2017 and 2018 respectively. Considering the amount
spent by ITC Ltd for the purpose of CSR was in general, 2 times more than that of the HUL
Ltd considering all the 4 years under study. It is evident from the graph that the net Income
of ITC Ltd is exhibiting a positive effect in its net income change when considered with HUL

Ltd.

RETURN ON CAPITAL EMPLOYED (in%)
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Similarly, return on capital employed (ROCE) by both the businesses were
also considered for the study and it was observed that HUL Ltd has shown a huge
fluctuation in terms of the ROCE whereas ITC Ltd was exhibiting a rate which is fairly

stable around 30% in terms of the Return on capital employed (ROCE).

MAHINDRA & MAHINDRA VS MARUTI SUZUKI

Mahindra & Mahindra Ltd is one of the businesses which is a part of the

biggest Indian conglomerate Mahindra group which was established in 1945. They are one

of the largest vehicle manufacturing businesses which have got their headquarters situated
in Mumbai city of Maharashtra, India. They are one of the biggest manufacturers in the

production of tractors worldwide. The business has got fairly strong CSR policies.




It is an Indian owned subsidiary with 56.21% owned by the Japanese
motorcycle and car manufacturers Suzuki Motor Corporation. The business owns 53% of
the Indian passenger car market production as on 2018. The company has its headquarters
located in New Delhi, India. One of their iconic products in the market is the passenger car

“Swift”. They have been fulfilling their CSR successfully

The data were collected from the annual report of the companies and the graph

plotted shows the following results.
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When the CSR spending of Mahindra & Mahindra Ltd is observed, the company had spent
0.3% more than that of the prescribed CSR in 2015 but had spent the same amount as

prescribe and nothing in excess towards CSR initiatives in the next two years. In 2018




company had spent 0.9% more than that of the prescribed amount of CSR spending.
Whereas in the case of Maruti Suzuki India Ltd, they had spent short by 26% from
prescribed in the year 2015 but, spent in excess of 16% of prescribed in the next year. In
2017 they had spent the same as prescribed but more than that of Mahindra & Mahindra
actually spent. In 2018 they spent around 4% in excess than their prescribed CSR spending.
When the net income is observed, both the company were making a net income around INR
33-37 billion, but the net income margin of the company had gone up significantly in the

next 3 years.

RETURN ON CAPITAL EMPLOYED (in %)
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When return on capital employed (ROCE) is analysed of the two companies, Mahindra &

Mahindra Ltd had 13.8% of return on capital employed in 2015 which went short to 12.49




in the next year. In the later years, it has gone up by 14.28% and 16.95 respectively.
Whereas, Maruti Suzuki India Ltd is considered, the ROCE was 15% in 2015 which has gone
up in the next two years by 17.35%, 26.42% and a minor short fall in 2018 to 25.83%. In
this scenario, Maruti Suzuki India Ltd has got better results exhibited than that of Mahindra

& Mahindra Ltd.

INFOSYS VS HCL TECHNOLOGIES

Infosys Technologies Ltd is a multinational company of Indian origin and
stands the second largest information technology business in India. It is a corporation with
A- rating in terms of credit rating by Standards and Poor’s in India. The company has got a
market capitalisation of 44.32 billion USD as on 28.09.2018 is a listed public limited
company that offers services like consultancy, information technology and outsourcing.

The headquarters is located in Bengaluru, Karnataka state of India.

HCL Technologies Ltd also known as Hindustan Computer Limited is an
Indian multinational corporation who are focused in the technology sector and the

company has got over 44 offshore offices which are situated in USA, Germany, United

Kingdom and France. It also operates in the fields of aerospace and energy, industrial

manufacturing, life science etc. The headquarters of the company is located in Noida, Uttar

Pradesh State of India.

The data were collected from the annual report of the companies and the graph

plotted shows the following results.




NET INCOME

When the CSR spending of Infosys is considered they have spent short 1.4% in 2015 and
26.5% in 2016 respectively than their prescribed CSR spending by spent 0.7% and 0.8%
excess in 2017 and 2018. But HCL technologies had spent short than their prescribed CSR
spending in all the four years considered for the study which were 92%, 90.5%, 68% and
32% respectively. By looking at the net income graph of Infosys against HCL technologies
for the above said years, it can be observed that the net income of ITC Ltd has achieved a

strong position than that of HCL Technologies.
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RETURN ON CAPITAL EMPLOYED (in%)

Whereas the return on capital employed is considered, it shows a
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YES BANK LTD VS HDFC BANK LTD

Yes Bank Ltd is considered as the fourth largest private sector Banks in India

which has got its primary operations in the field of corporate and retail banking. They also

offer commercial banking and asset management services. It has been founded in the year

2004 and their headquarters is located in Mumbai, Maharashtra of India

Housing Development Finance Corporation or HDFC Bank Ltd is a financial
service corporation which has got its headquarters in Mumbai, Maharashtra of India and
they are one of the largest private sector lenders in India. The business was ranked as 69th

among 100 most valuable global brands in the year 2016 by Brandz. They have range of




products which includes commercial banking, corporate banking, retail banking, personal

loans and vehicle loans

The data were collected from the annual report of the companies and the graph

plotted shows the following results.

NET INCOME

When the CSR spending of YES bank Ltd is considered with HDFC Bank, it has been
observed that the CSR spending was in short than prescribed in the case of YES bank Ltd. In
2015, 2016, 2017 & 2018 the percentage of CSR spent compared to the prescribed CSR are

59.1%, 61.8%,44.1% & 70.8% respectively. In the same years, the HDFC bank Ltd has short

spent 40%, 48.7% short in the first two years considered for the study but has slightly

more than that of the prescribed CSR spending. In 2018, the bank had spent 3% excess than
the prescribed CSR spending. When the pattern of net income is considered as in graph it is
seen that the net income of the HDFC Bank limited has shown an increasing pattern when

compared to that of the YES bank Ltd.
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REGRESSION ANALYSIS ON 50 INDIAN COMPANIES(List and values in appendix 2)

Regression analysis on revenue generated and Net income in the end of
March 2018 where considered with actual CSR spend on previous year 2017 of top 50
Indian companies with where considered for analysis and the following results were
obtained. The data were obtained from their annual report and details regarding CSR

spending where collected from the sustainability report.
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Net Income Vs CSR
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Equation:

To test hypothesis the following equation is applied to the study

1) Y Revenue = BOXCSR + Bl

2) Y Net Income = BOXCSR + Bl

From conducting the regression analysis the data were obtained as follows;

CORRELATION TABLE
Variable Name CSR Revenue Net Income
CSR 1
Revenue 0.563 1
Net Income 0.891 0.679
(source: Prepared based on Annual report data)




ANOVA REVENUE & CSR

Significance
SS MS F F
Regression 12846366977912.80 12846366977912.80 18.12898  0.000126
Residual 27635762835588.70  708609303476.63

Total 40482129813501.40

ANOVA NET INCOME & CSR
df SS MS F Significance F
Regression 1 1911006325 1911006325 150.5028333 0.000000000000006
Residual 39 495201618.7 12697477.4
Total 40 2406207944




04 - RESULTS

The contemporary idea of business was mainly the maximisation of profit. As
Milton Friedman argues, the sole corporate responsibility of the business entity is to
maximise its profit meanwhile they stay within the rules of the game. Drucker in 2018 has
also stated the Profit maximisations is the main area of focus of a business and it should
concentrate on this aspect along with creating customers. Evolution of this idea was
happened right after publication of “Social Responsibilities of the Businessman” by Howard
Bowen in the year 1953. Later many studies were conducted which has highlighted the
importance of CSR in the corporate sector. Studies were conducted to understand its
importance as a significant factor for the corporate performance. The study was conducted

in the background of Indian corporation where CSR Policies are where legally made

mandatory for corporations which have a specified turnover/ net profit/net worth during

after 2014. The Ministry of Corporate Affairs are in such a view that every company is
legally bound to perform certain corporate responsible performance which would help in
social development, strengthening the community and contribution towards health,

education environmental performance etc.

From the previous literature, it is seen that there are mixed results available

on relationship between CSR-CPF.

Interpretation:

From the analysis of primary data, it was the following results were observed

by the researcher.




The data collected from external stakeholders shows that, major group of
respondents who participated in the study which was almost 41.5% of the population

belonged to the age group of 25- below 35 years and the next age group of respondents

which were 29.3% of the population were belonged to the age group 18-below 25. Most of

the participants who take part in the study where male respondents. 61% of the sample
have stated that they have particular preference while selecting a specific brand whereas
20.3% where unsure. Around 23.6% where well aware and 38.2% were moderately aware
about the brands in their segment. 28% where having an average knowledge about the
available brands in their preferred sector. It is understood from the results that customers
have certain idea on the product they choose and the possible alternative available in the
market. 86% of the population where aware about the corporate social responsibility and
73.2% of the population considers it is the moral responsibility of the organisation to carry
out corporate performance. 18.7% are unsure whether CSR shall be treated as moral
responsibility. On a scale of 5, 33.3 % of the population said that they would consider CSR
reputation of the company while selecting the product 18.7% of the population responded
moderately and 34% had given an average response. Majority of the respondents consider
CSR reputation of the company. 19.5% responded that they are willing to pay INR
200+additional on products for spending on corporate social initiatives, 21.1 % were
willing to pay INR 200, 26% were willing to pay INR 100. It is understood from the result
that the customers are willing to pay additional amount on their products as they would
like to take part in the initiatives carried out by corporations with a CSR image. 70.7% of
the population are in favour of CSR to be made mandatory another 22% have responded

they are unsure about it. So it is evident that the CSR initiatives beyond the prescribed




levels can increase the customer loyalty towards a brand. The current limit prescribed by
the companies act in India is considered to be the right limit by 29.8% of the population
20.2% think they are unsure about it, 12% have responded no and 16.7% are not sure. It
can be concluded that a vast majority of the customer group would be preferring a product

with good CSR image.

From data collected from the internal stakeholders, in the form of emails and

telephonic conversation majority of the participants where working in a corporation with

the prescribed level of turnover/net profit for which CSR policy norms are mandatory.
Eradication of hunger and poverty, promotion of education and contribution to relief fund
were main area of contribution. Most of the organisation spent more less than 50 Lakhs
annually towards the CSR programmes. Companies without statutory norms to follow CSR
doesn’t seem to publish their sustainability report. From the response, it has been observed
that maximum number of responses where received that net profit is effected by the CSR.
The reason stated are performing CSR activities publicising them would create a good CSR
reputation in favour of the corporation in the minds of the customers and more number of
potential customers may be attracted towards the company’s products. There by
increasing the sales revenue and it may ultimately have an effect on the profit of the firm.
The respondents have marked their response on question that does CSR has a direct effect
on value of the company as ‘yes’. The reason for the responses is that the CSR activities
would give a CSR reputation in the minds of the customers and general public which would
in turn rise the brand image which is an intangible asset of the company. This can increase

the value of the shareholders and exhibit a good financial performance.




From the data analysis of the secondary data collected on 5 sets of companies

the following results were obtained;

From the data analysis of Tata Chemicals vs Pidilite Industries, it is observed
that Pidilite Industries have spent more than that of Tata on average of the three years

considered and their net income shows a big hike in three years.

When return on capital employed is taken for consideration, Pidilite
Industries has a higher rate of ROCE (in%) when compared to Tata chemicals Ltd during all
the three years. It has increased from around 21% to 35% by the year 2017 for Pidilite
Industries whereas the ROCE shown a minor fluctuation in the case of Tata Chemicals Ltd.
Considering both the business, Pidilite Industries have got an edge over Tata chemicals Ltd

in terms of Return on Capital Employed.

It is observed from the data analysis of ITC Ltd Vs HUL Ltd that the net
Income of ITC Ltd is exhibiting a positive effect in its net income change when considered

with HUL Ltd.

Similarly, return on capital employed (ROCE) by both the businesses were also

considered for the study and it was observed that HUL Ltd has shown a huge fluctuation in

terms of the ROCE whereas ITC Ltd was exhibiting a rate which is fairly stable around 30%

in terms of the Return on capital employed (ROCE).

The pattern of CSR spending of Mahindra & Mahindra Ltd is observed, the
company had spent 0.3% more than that of the prescribed CSR in 2015 but had spent the
same amount as prescribe and nothing in excess towards CSR initiatives in the next two

years. In 2018 company had spent 0.9% more than that of the prescribed amount of CSR




spending. Whereas in the case of Maruti Suzuki India Ltd, they had spent short by 26%
from prescribed in the year 2015 but, spent in excess of 16% of prescribed in the next year.
In 2017 they had spent the same as prescribed but more than that of Mahindra & Mahindra
actually spent. In 2018 they spent around 4% in excess than their prescribed CSR spending.
When the net income is observed, both the company were making a net income around INR
33-37 billion, but the net income margin of the company had gone up significantly in the

next 3 years.

When return on capital employed (ROCE) is analysed of the two companies,
Mahindra & Mahindra Ltd had 13.8% of return on capital employed in 2015 which went
short to 12.49 in the next year. In the later years, it has gone up by 14.28% and 16.95

respectively. Whereas, Maruti Suzuki India Ltd is considered, the ROCE was 15% in 2015

which has gone up in the next two years by 17.35%, 26.42% and a minor short fall in 2018

to 25.83%. In this scenario, Maruti Suzuki India Ltd has got better results exhibited than

that of Mahindra & Mahindra Ltd.

When the CSR spending of Infosys is considered they have spent short 1.4%
in 2015 and 26.5% in 2016 respectively than their prescribed CSR spending by spent 0.7%
and 0.8% excess in 2017 and 2018. But HCL technologies had spent short than their
prescribed CSR spending in all the four years considered for the study which were 92%,
90.5%, 68% and 32% respectively. By looking at the net income graph of Infosys against
HCL technologies for the above said years, it can be observed that the net income of ITC Ltd

has achieved a strong position than that of HCL Technologies.




When the CSR spending of YES bank Ltd is considered with HDFC Bank, it has
been observed that the CSR spending was in short than prescribed in the case of YES bank
Ltd. In 2015, 2016, 2017 & 2018 the percentage of CSR spent compared to the prescribed
CSR are 59.1%, 61.8%,44.1% & 70.8% respectively. In the same years, the HDFC bank Ltd
has short spent 40%, 48.7% short in the first two years considered for the study but has
slightly more than that of the prescribed CSR spending. In 2018, the bank had spent 3%
excess than the prescribed CSR spending. When the pattern of net income is considered as
in graph it is seen that the net income of the HDFC Bank limited has shown an increasing

pattern when compared to that of the YES bank Ltd.

Apart from the above, a simple linear regression on empirical data available

from the company financials where also conducted. Spending on CSR by 50 top Indian

Companies with CSR where conducted. Spending of 2017 was checked for correlation with
the Net income and total revenue and significance was found between the variables. There
is significant correlation exist between CSR spending made in 2017 and 2018 revenue

generated (P<0.5) and between CSR spending and Net Income (P<0.5).

Considering all the above primary data, secondary data and the previous
literature review are considered, the study has been made conclusive that corporate social
responsibility has importance in a country like India and both the customers and internal
stakeholders prefer companies with positive CSR image over a company with low CSR
reputation. As there is prescribed limit of CSR spending for specific companies, most of the

organisation carry out Corporate social performance as a general practice. Socially




responsible organisation seems to spend over the limit of CSR prescribed to them which

would enhance the CSR reputation.

05-DISCUSSION

The purpose of the study was to understand whether there exist any kind of
relationship between corporate social responsibility and corporate financial performance
in the context of business in developing economy like India. The researcher has also done a
study whether corporate social responsibility initiatives have got any effect on the overall
value maximisation of the corporation. The working results were obtained from the annual
reports and annual sustainability reports of the organisations. Primary research on the
study was conducted by preparing a questionnaire aimed to collect data from internal as
well as external stakeholders of the various businesses. The data were collected in the form
of responses from the external stakeholders (customers) and internal stakeholders
(employees/officials) of the business through email questionnaires and telephonic
interviews. Secondary data were collected from the 4 year financial performance and
financial position of the company extracted from the profit and loss accounts and the
balance sheet of from 2015 to 2018 of 5 sets of companies (2 within same sector) and

comparing their corporate social responsibility spending, prescribed spending and




financial performance in the form of net income (Net profit) and return of capital employed
(ROCE in % ). Mixed methods where used by the researcher throughout the study to obtain

the results.

From data analysis of primary data, secondary data and findings based on
previous literature, it is found that there is a correlation between the corporate social
responsibility spending and financial performance of the company. The majority of the
participants who took part in the research were also on the view that CSR spending is
important for the businesses in increasing its value. Data analysis on secondary data also
has shown positive results in terms of Net income and return on capital employed for the

companies with CSR spending more than that of their prescribed level.

The researcher has supported his argument by referring to the previous
studies conducted within the same area of study and also has stated studies which had
contrasting views to that of the researchers’ findings in the chapter Literature review. The
findings of the researcher where in accordance with the major number of studies

conducted previously and the researcher of this study had found a relationship between

the CSR spending carried out by business corporations and corporate financial

performance. In addition, it is also found that it plays a vital role in the maximisation the

value of the company to an extent.

The major potential problems that the researcher faced while conducting the
study is choosing a gauge to measure the corporate social responsibility as a variable to
compare it with financial performance indicators. Financial indicators reflect the actual

figures to compare the performance where as corporate social performance can be




measured considering a combination of factors. The researcher has chosen India as a
ground for conducting his study where all the business corporations above the prescribed
limit of turnover/ net worth/ net income are required by statute to spend from their 3
years accumulated profit on Corporate Social responsibility initiatives. There is also
various other control factors present in the market apart from the variables considered by
the researcher which may affect the performance and value of the company which can

possibly create slight deviation in the methods used by the researcher to carry out study.

This study is mainly aimed to shed light on the existing literature on the
concept of corporate social responsibility and corporate financial performance and this

study supposedly provide necessary information for the upcoming studies.

The study is conclusive and it is found that there is a significant effect
observed by the researcher on the effect of CSR actions by the business corporations in
India has effect on its annual financial performance. Interpreting the data collected using
primary research and observations made from the secondary research on spending of the

companies on CSR and their financial performance pattern for the 4 years of consideration,

there is significant impact of CSR spending established by the researcher on net income of

the company and its value.
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APPENDICES

(Source: Annual reports, Sustainability report)

2016

6,662.00
5.06
13.21
26.15
1,11,925.50
0.82
269.10
369.60
1.37
139.70
123.40
-12%

2016
7,467.20
15.78
27.15
9.79
26,517.10
1.81
51.70
588.90
130.40
127.90
-2%







CSR Spending (Actual) (in Millions)

1,038.80

1,160.90

CSR Spending (Prescribed) (in
Millions)

1,017.10

1,122.00

Short as prescribed (%)

-2%

-3%

Mahindra & Mahindra (Origin: India)

Accounting Years

2015

2016

2017

2018

Net profit

33,211.10

32,045.70

36,433.90

43,560.10

Net Profit Margin (%)

8.52

7.83

8.27

8.94

Return on Capital Employed (%)

13.85

12.49

14.28

16.95

Total Assets (millions)

2,18,754.70

2,42,667.20

2,95,584.
90

3,31,584.10

Asset Turnover Ratio

1.84

1.77

1.64

1.55

Book Value

325.58

378.36

451.22

254.58

Market Value

594.25

597.60

643.35

738.90

CSR Spending (Actual) (in Millions)

83.24

84.95

83.30

81.97

CSR  Spending (Prescribed)
Millions)

(in

83.03

84.95

83.30

81.27

Short as prescribed (%)

-0.3%

0.0%

0.0%

-0.9%

Maruti Suzuki India Ltd (Origin: India, Subsidiary of Suzuki Motor Corp, Japan)

Accounting Years

2015

2016

2017

2018

Net profit

37,112.00

53,643.00

73,502.00

77,218.00

Net Profit Margin (%)

7.42

9.32

10.80

9.68

Return on Capital Employed (%)

15.00

17.35

26.42

25.83

Total Assets (millions)

2,38,844.00

2,99,616.00

3,69,147.
00

4,18,681.00

Asset Turnover Ratio

2.15

2.14

2.03

2.02

Book Value

784.91

989.54

1,206.33

1,382.69

Market Value

3,610.05

3,723.20

6,015.70

8,861.10

CSR Spending (Actual) (in Millions)

37.25

75.86

89.45

125.08

CSR  Spending (Prescribed)
Millions)

(in

50.11

65.40

89.24

120.83

Short as prescribed (%)

26%

-16.0%

0%

-4%




23.30
27.80

1,38,180.00
6,80,170.00
0.92

296.24
602.73
202.30

256.01

26.5%

47,190.80
35.12

21.37
2,15,247.60
152.41

820.40

1,47,020.00

6,27,110.00

73,620.00

2,75,960.00




CSR Spending (Actual) (in Millions)

12.25

40.96

CSR Spending (Prescribed) (in
Millions)

129.16

129.16

Short as prescribed (%)

90.5%

68%

Yes Bank (Origin: India)

Accounting Years

2015

2016

2017

2018

Net profit

20,053.60

25,394.50

33,301.00

42,245.60

Net Profit Margin (%)

17.32

18.76

20.27

20.84

Return on Capital Employed (%)

Total Assets (millions)

13,61,704.20

16,52,634.20

21,50,599.10

31,24,456.00

Asset Turnover Ratio

0.10

0.09

0.09

0.08

Book Value

279.60

327.84

483.13

111.85

Market Value

169.55

171.12

309.50

304.85

CSR Spending (Actual) (in Millions)

157.10

295.20

416.60

452.10

CSR Spending (Prescribed) (in
Millions)

250.00

477.50

600.20

772.20

Short as prescribed (%)

59.1%

61.8%

HDFC Bank (Origin: India)

Accounting Years

2015

2016

2017

2018

Net profit

1,02,159.20

1,22,962.10

1,45,496.40

1,74,867.30

Net Profit Margin (%)

21.07

20.41

20.99

21.79

Return on Capital Employed (%)

Total Assets (millions)

59,05,030.70

70,88,455.70

86,38,402.00

1,06,39,343.10

Asset Turnover Ratio

0.10

0.10

0.09

0.09

Book Value

247.39

287.47

349.12

409.60

Market Value

1,033.25

1,064.45

1,442.55

1,886.10

CSR Spending (Actual) (in Millions)

1,185.50

1,272.80

3,054.20

3,745.40

CSR Spending
Millions)

(Prescribed) (in

1,971.30

2,480.00

3,040.00

3,650.00

Short as prescribed (%)

40%

48.7%

0%

-3%




COMPANY NAMES

Revenue (millions)

Actual CSR 2017

Prescribed CSR
2017

NET INCOME
2018

Indian Oil Corporation Ltd

42,43,213.70

213.99

212.67

22,189.45

Reliance Industries Ltd

41,02,950.00

659.20

620.41

36,075.00

Oil and Natural Gas Corp Ltd

33,31,430.90

525.90

535.66

22,105.93

Tata Motors

30,11,748.50

25.94

8,988.91

Bharath Petroleum Corporation Ltd

23,86,380.70

90.98

159.14

9,008.63

Hindustan Petroleum Corporation
Ltd

22,16,931.10

108.11

82.90

7,218.28

Rajesh Exports Ltd

18,77,481.00

2.19

6.44

1,265.79

Tata Steel Ltd

14,71,920.90

193.61

115.80

13,434.33

Coal India Ltd

13,28,973.40

128.05

127.34

7,020.34

Tata Consultancy Ltd

12,67,450.00

379.71

446.00

25,826.00

Larsen & Toubro

12,27,430.00

100.77

98.97

7,369.86

Hindalco Industries LTd

12,04,283.00

28.36

21.00

6,082.92

ICICI BANK

11,89,691.00

182.00

200.00

7,712.19

Vedanta LTd

10,21,920.00

48.48

10,342.00

HDFC Bank

10,13,444.40

305.42

304.00

18,510.02

Mahindra & Mahindra

9,63,770.30

83.30

83.30

7,510.39

NTPC Ltd

9,01,443.60

277.81

227.85

10,543.95

Bharti Airtel Ltd

8,67,043.00

5.58

207.90

1,099.00

Maruti Suzuki India Ltd

8,19,777.00

89.45

89.24

7,880.00

Infosys Ltd

7,37,620.00

289.44

287.42

16,029.00

HDFC LTd

7,25,960.00

146.55

161.14

16,254.96

JSW Steel LTd

7,01,480.00

42.94

36.75

6,214.00

Axis Bank Ltd

5,84,766.80

135.39

196.44

455.82

Grasim Industries Ltd

5,72,732.10

18.60

15.80

2,678.58

Wipro Ltd

5,69,864.00

186.30

176.40

8,002.80

Motherson Sumi Systems Ltd

5,68,290.00

1.39

15.40

1,597.00

GAIL (India) Ltd

5,55,028.90

75.75

81.47

4,618.41

HCL Technologies

5,16,950.00

40.96

129.16

8,721.00

Mangalore Refinery And
Petrochemicals LTd

5,02,090.00

1.45

1,992.65

ITCLTd

4,46,735.20

275.96

11,271.20

General Insurance Corporation of
India

4,35,549.30

16.02

3,145.54

Redington ( India) Ltd

4,31,967.90

5.40

481.64

Icici Prudential Life Insurance
Company Ltd

3,89,643.70

21.88

1,619.17

Kotak Mahindra Bank Ltd

3,88,133.10

17.33

6,200.97

Hindustan Unilever Ltd

3,60,880.00

103.88

5,214.00

Tata Power Company Ltd

3,32,130.50

22.79

2,476.56




Chennai Petroleum Corporation

3,31,870.40

927.22

Hero Motocorp Ltd

3,31,413.20

3,720.40

HDFC Life Insurance Comapany Ltd

3,25,415.90

1,109.00

Tech Mahindra LTd

3,21,895.00

3,799.80

Ultratech Cement Ltd

3,21,055.90

2,222.17




QUESTIONNAIRE ON CORPORATE SOCIAL RESPONSIBILITY INITIATIVES OF THE

COMPANY FOR OFFICIAL WORKING IN FINANCIAL DEPARTMENT OF THE

ORGANISATION

Name of the respondent
Age
Sex

Designation in the organisation:

Please respond to the following questionnaire by marking () for the correct response

Does the company you work for have a net
worth not less than INR 5 billion/ annual
turnover not less than INR 10 billion / net

profit of 50 million ?

Does your company spend at least 2
percent of their 3 years average of net
profit on Corporate Social Responsibility
initiatives as per (sec 135, Companies Act

2013)?




Which of these sector does your company

belongs that you are associated with? (X

any one)

Service ]

Industrial ]

Banking (]

Manufacturing [

Retail ]

Other ]

If any other sector, please specify.

In which area of activity did the company
you work with spend for their CSR

initiatives in the previous year

(X all the applicable)

Eradicating hunger and poverty

O]

Promotion of education

]

Gender equality & Women

empowerment []

Reducing child mortality




Improving Maternal health

]

Combating HIV, malaria and other

diseases ]

Ensuring environment stability

O

Employment enhancing vocational skills,
social business projects

[

Contribution to Prime Minister’s
National Relief ~ Fund or any other fund

set up by the Central /State Government

for Socio Economic Development L]




Relief and funds for welfare of
minorities, women and other

matters as prescribed []

Other (please specify )

]

What was the total spending of CSR in the

previous accounting year? (in Indian rupees)

- less than 1,000,000

O

1,000,000 - lessthan 5,000,000

O

5,000,000 - lessthan 10,000,000

|

10,000,000 and above

Does your company publish Annual CSR

report every year?

Do you think CSR activities apart from

having socio-economic impact also do




have a financial impact the companies’

performance?

Do you think CSR has any direct effect on

Net Profit?

Do you think CSR has any direct effect on
the overall value of the company as

described by its market valuation

Is CSR part of the work culture within the

company?

(Please opt NO if it’s a general practice)

Please give a brief comment of your views on CSR (150 words) (Optional)

[Disclosure: The data collected shall be used only for the purpose of study. Personal information and other data will not

be used for any purposes other than the study.]




ONLINE SURVEY: CORPORATE SOCIAL
RESPONSIBILITY AND ITS EFFECT ON FINANCIAL
PERFORMANCE OF INDIAN COMPANIES

You are being asked to take part in a research study on the effect csr has on financial
performance of companies in india, | am Vishnu Ov and this survey is part of my Research Paper
under the supervision of Professor Philip Hickey. This topic has been approved by the Research
committee of DBS.

What will happen- You will be asked to participate in an online survey of 10 questions out of
which 9 are mandatory. There are single word, single sentence, multiple choice and linear scale
type questions.

Time commitment- The study typically takes 2 to 4 minutes to fill.

Participants rights- You may decide to stop being part of the research study at any time without
explanation required from you. You have the right to ask that any data you have supplied to that
point be withdrawn/destroyed. You have the right to omit or refuse to answer or respond to any
question that is asked of you. You have the right to have your questions about the procedures
answered (unless answering these questions would interfere with the study’s outcome).If you
have any questions as a result of reading this information sheet, you should ask the researcher
before the study begins.

Confidentiality/Anonymity- The data | collect doesn’t contain any personal information
about you except name, age, gender and company. This data is just to collect the details of your
interest in choosing companies based on csr or not and will not be shared.

For further information- I or / and Mr.Philip \hickey will be glad to answer your questions
about this study at any time. You may contact me or my supervisor at 10372744@mydbs.ie or
Philip.hickey@mydbs.ie.




INFORMED CONSENT FORM

PROJECT TITLE:
PROJECT SUMMARY:

By signing below, you are agreeing that: (1) you have read and understood the Participant
Information Sheet, (2) questions about your participation in this study have been answered
satisfactorily, (3) you are aware of the potential risks (if any), and (4) you are taking part in this
research study voluntarily (without coercion).

Participant’s signature Participant’s Name
(Printed)

Student Name : Vishnu OV Student Name signature: vishnu




QUESTIONNAIRE ON CORPORATE SOCIAL RESPONSIBILITY INITIATIVES OF THE

COMPANY FOR PUBLIC

1.) Please select the age group you belong.

2.) Please select you gender?

Male Female

3.) Do you have a particular preference towards a specific brand?

Yes No

4.) On a scale of 1 to 5, please select how aware are you about the
brand in the segment of goods/service you have considered of
question 3?

(Least) 1 2 3 4 5 (High)

5.) Are you aware about Corporate social responsibility (“CSR”)

Yes No

6.) Do you consider it is the moral responsibility of a company to
follow CSR

Yes No

7.) On a scale of 1 to 5, how often do you select a brand of a business
which has a CSR reputation?

(Least) 1 2 3 4 5 (High)

8.) How much extra would you be spending on a company’s product to
support the social responsibility of the business? (Eg: not animal




tested product)

-50

-100

1-200

0+

9.) Do you think the CSR should be made mandatory legally for
businesses with all level of revenue

Yes

No

10.) As per Companies Act 2013 (India), sec 135, the threshold
of companies for CSR initiatives are net worth of Rs. 5
billion/turnover of Rs. 10 billion/net profit of Rs. 50 million. Do
you think this to be the right limit?

No




QUESTIONNAIRE ON CORPORATE SOCIAL RESPONSIBILITY INITIATIVES OF THE

COMPANY FOR OFFICIAL WORKING IN FINANCIAL DEPARTMENT OF THE

ORGANISATION - TELEPHONE INTERVIEW

Vishnu : Hi Sir, My name is vishnu ov | am calling as part of my MBA finance
research, do you have 5 minutes to spare?

Answer:

Vishnu : I am doing my research on CSR and its effect on financial performance of
indian companies

I wouldn’t be collecting any personal information except name, company and

designation, this data would be to collect your interest tin choosing companies
based on csr : The data collected shall be used only for the purpose of study.
Personal information and other data will not be used for any purposes other than
the study

Answer:

Vishnu : Do your company spend 2 percentage of 3 year average of net profit on
csr?

Answer:

Vishnu : Do your company have a net worth not less than INR 5 billion/ annual

turnover not less than INR 10 billion / net profit of 50 million ?

Answer:




Vishnu : Which sector do you work for?

Answer:

Vishnu : Do you know on which are your company spent their CSR initiatives?

Answer:

Vishnu : Do your company publish CSR report every year?
Answer:
Vishnu : What’s the total spending of csr in last accounting year ?

Answer:

Vishnu :Apart from the socio-economic impacts is there any impact csr has on
financial performance?

Answer:

Vishnu : Do you think CSR has any direct effect on Net Profit?
Answer:

Vishnu : Do you think CSR has any direct effect on the overall value of the
company as described by its market valuation

Answer:

Vishnu : Is CSR part of the work culture within the company ?

Answer:




Vishnu : what’s your view on CSR?

Answer:

Vishnu : Thank you




