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Abstract  

Corporate social responsibility (CSR) has emerged as a major area of study in academic 

research. There has been a significant increase in studies on CSR investigating its different 

facets, including drivers, implementation, and outcomes. The goal of the researchers is to better 

comprehend the impact of CSR on organizations and society. Particularly, there is a growing 

body of literature that explores the impact of CSR on financial performance. The world is also 

witnessing a rising number of regulations which mandate CSR disclosures. Driven by the 

dynamic CSR environment, which is encouraging movement from self-regulation to co-

regulation, it has become imperative to investigate the manner in which these regulations 

influence the financial implications of CSR.  

The present study intends to investigate the financial implications of CSR in India. First, the 

study examines the impact of CSR on the efficiency of corporate investments and their speed 

of adjustment. Second, it identifies how lenders and equity investors perceive CSR by 

examining its impact on the cost of debt and equity. Third, the study examines how the firm’s 

dividend payouts and their speed of adjustment get affected by CSR. Finally, the study explores 

how the regulation mandating CSR in India influences these financial implications of CSR.  

The empirical analysis is conducted for a sample of firms listed on the National Stock Exchange 

(NSE 500) for the period 2008 to 2019. The secondary data is retrieved from Thomson Reuters 

Datastream® and Bloomberg®. The system generalized method of moments (GMM) is 

deployed for estimating the dynamic panel data models.  

The findings suggest that there is an inverse U-shaped relationship between CSR and 

investment efficiency. This relationship is strengthened when CSR is made mandatory. Only 

environmental and social factors are reported to have a significant impact on investment 

efficiency. Also, the relationship is more pronounced in the case of large firms, firms that have 
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high financial constraints and firms exhibiting higher financial reporting quality (FRQ). 

Further, we observe that firms follow a target investment level which is positively influenced 

by growth opportunities and leverage of the firms, while it is negatively influenced by cash 

position and returns. Furthermore, the speed of adjustment of high-CSR firms is faster than that 

of the low-CSR firms.  

The estimation of the impact of CSR on the cost of debt and equity reveals that CSR has a U-

shaped relationship with the former while it has an inverse U-shaped relationship with the 

latter, implying that lenders and investors perceive CSR differently. The cost of debt is 

significantly affected only by environmental and social components. However, all three 

components of ESG are found to significantly affect the cost of equity. The regulatory 

intervention weakens the relationship of CSR with the cost of debt, while it is observed to 

strengthen the relationship between CSR and the cost of equity. The U-shaped relationship 

between CSR and the cost of debt is more noticeable for large firms and firms that have high 

FRQ. The inverse U-shaped relationship between CSR and cost of equity is pronounced for 

small firms, firms that have high financial constraints and firms with high FRQ.  

Lastly, we observe a positive association between CSR and dividend payouts. However, the 

implementation of CSR regulations has been observed to weaken the association. All the 

components of ESG are found to significantly affect dividends. The positive relationship 

between CSR and dividends is found to be more noticeable for small firms, firms with high 

financial constraints and firms that have high FRQ. Further, we note that the dividend speed of 

adjustment is higher for high-CSR firms as compared to low-CSR firms.   

Based on the above findings, some significant recommendations are made for managers, 

investors, and regulators. Managers should embrace CSR but not overemphasize it at the 

expense of other corporate operations. They should learn to strike a balance between CSR and 



vi 
 

other priorities of the business. As CSR has been mandated in India and it has become more 

challenging for businesses to differentiate on the basis of CSR, managers must now find 

creative ways to use CSR to achieve a competitive advantage. Also, managers should not 

compromise on the quality of financial reporting as CSR works in tandem with it and cannot 

be a substitute.  

 Investors should consider CSR while making their investment decisions, as it has the potential 

to affect the financial performance of a firm. However, they should keep in mind that firms 

reap benefits from their CSR efforts when the quality of their financial reporting is also high. 

Thus, they should give priority to firms with high FRQ. Investors should also acknowledge that 

all the components, namely environmental, social and governance, are crucial, and they should 

reward a firm’s commitment to each of these factors.  

Regulators should make efforts to educate the stakeholders on the potential benefits of CSR. 

They should attempt to convince the shareholders of the possible value of CSR investments.  
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सार 

कॉर्पोरेट सामाजिक उत्तरदाजित्व (सीएसआर) शैक्षजिक अनुसंधान में अध्यिन के एक प्रमुख के्षत्र के रूर्प 

में उभरा है। चालक ,ं कािाान्विन और र्पररिाम  ं सजहत इसके जिजभन्न र्पहलुओ ं की िांच करने िाले 

सीएसआर र्पर अध्यिन  ं में उले्लखनीि िृद्धि हुई है। श धकतााओ ं का लक्ष्य संगठन  ं और समाि र्पर 

सीएसआर के प्रभाि क  बेहतर ढंग से समझना है। जिशेष रूर्प से, साजहत्य का एक बढ़ता हुआ समूह है 

ि  जित्तीि प्रदशान र्पर सीएसआर के प्रभाि की र्पड़ताल करता है। दुजनिा सीएसआर के खुलासे क  

अजनिािा करने िाले जनिम  ंकी बढ़ती संख्या क  भी देख रही है। गजतशील सीएसआर िातािरि से पे्रररत, 

ि  स्व-जिजनिमन से सह-जिजनिमन के जलए आंद लन क  प्र त्साजहत कर रहा है , िह िांच करना अजनिािा 

ह  गिा है जक िे जिजनिम सीएसआर के जित्तीि प्रभाि  ंक  कैसे प्रभाजित करते हैं। 

ितामान अध्यिन का उदे्दश्य भारत में सीएसआर के जित्तीि प्रभाि  ं की िांच करना है। सबसे र्पहले, 

अध्यिन कॉर्पोरेट जनिेश की दक्षता और उनके समाि िन की गजत र्पर सीएसआर के प्रभाि की िांच 

करता है। दूसरा, ऋि और इजिटी की लागत र्पर इसके प्रभाि की िांच करके िह र्पहचान करता है जक 

ऋिदाता और इजिटी जनिेशक सीएसआर क  कैसे देखते हैं। तीसरा, अध्यिन िांच करता है जक 

सीएसआर से फमा के लाभांश भुगतान और उनके समाि िन की गजत कैसे प्रभाजित ह ती है। अंत में, 

अध्यिन इस बात की र्पड़ताल करता है जक भारत में सीएसआर क  अजनिािा करने िाले जनिम सीएसआर 

के इन जित्तीि प्रभाि  ंक  कैसे प्रभाजित करते हैं। 

2008 से 2019 की अिजध के जलए नेशनल स्टॉक एक्सचेंि (एनएसई 500) में सूचीबि फमों के नमूने के 

जलए अनुभििन्य जिशे्लषि जकिा गिा है। जितीिक डेटा थॉमसन रॉिटसा डेटास्टर ीम® और बू्लमबगा® से 

प्राप्त जकिा गिा है। डािनेजमक रै्पनल डेटा मॉडल का अनुमान लगाने के जलए जसस्टम िनरलाइज्ड मेथड 

ऑफ म मेंट्स (िीएमएम) क  तैनात जकिा गिा है। 
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जनष्कषा बताते हैं जक सीएसआर और जनिेश दक्षता के बीच उलटा िू-आकार का संबंध है। सीएसआर क  

अजनिािा जकए िाने से िह ररश्ता और मिबूत ह ता है। केिल र्पिाािरिीि और सामाजिक कारक  ंका 

जनिेश दक्षता र्पर महत्वरू्पिा प्रभाि र्पड़ने की सूचना है। साथ ही, बड़ी फमों, उच्च जित्तीि बाधाओ ंिाली 

फमों और उच्च जित्तीि ररर्प जटिंग गुिित्ता (FRQ) िाली फमों के मामले में संबंध अजधक स्पष्ट ह ता है। 

इसके अलािा, हम देखते हैं जक कंर्पजनिां एक लक्ष्य जनिेश स्तर का र्पालन करती हैं ि  जिकास के अिसर  ं

और फमों के उत्त लन से सकारात्मक रूर्प से प्रभाजित ह ता है िबजक िह नकदी की द्धिजत और ररटना 

से नकारात्मक रूर्प से प्रभाजित ह ता है। इसके अलािा, उच्च-सीएसआर फमों के समाि िन की गजत 

जनम्न-सीएसआर फमों की तुलना में तेि ह ती है। 

ऋि और इजिटी की लागत र्पर सीएसआर के प्रभाि के अनुमान से र्पता चलता है जक सीएसआर का रू्पिा 

के साथ िू-आकार का संबंध है, िबजक बाद के साथ इसका उलटा िू-आकार का संबंध है, जिसका अथा 

है जक ऋिदाता और जनिेशक सीएसआर क  अलग तरह से देखते हैं। ऋि की लागत महत्वरू्पिा रूर्प से 

केिल र्पिाािरि और सामाजिक घटक  ंसे प्रभाजित ह ती है। हालांजक, ईएसिी के सभी तीन घटक इजिटी 

की लागत क  महत्वरू्पिा रूर्प से प्रभाजित करते र्पाए गए हैं। जिजनिामक हस्तके्षर्प ऋि की लागत के साथ 

सीएसआर के संबंध क  कमि र करता है िबजक िह सीएसआर और इजिटी की लागत के बीच संबंध 

क  मिबूत करने के जलए देखा गिा है। सीएसआर और ऋि की लागत के बीच िू-आकार का संबंध उन 

बड़ी फमों और फमों के जलए अजधक ध्यान देने ि ग्य है जिनके र्पास उच्च एफआरकू्य है। सीएसआर और 

इजिटी की लागत के बीच उलटा U- आकार का संबंध छ टी फमों, उच्च जित्तीि बाधाओ ंिाली फमों और 

उच्च FRQ िाली फमों के जलए स्पष्ट है। 

भुगतान के बीच एक सकारात्मक िुड़ाि देखते हैं और िह संबंध सीएसआर क  अजनिािा करने िाले 

जनिम  ंसे कमि र ह ता है। ईएसिी के सभी घटक लाभांश क  महत्वरू्पिा रूर्प से प्रभाजित करते र्पाए गए 

हैं। सीएसआर और लाभांश के बीच सकारात्मक संबंध छ टी फमों, उच्च जित्तीि बाधाओ ंिाली फमों और 
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उच्च FRQ िाली फमों के जलए अजधक ध्यान देने ि ग्य र्पािा गिा है। इसके अलािा, हम देखते हैं जक जनम्न-

सीएसआर फमों की तुलना में उच्च-सीएसआर फमों के जलए समाि िन की लाभांश गजत अजधक है। 

उर्पर क्त जनष्कषों के आधार र्पर, प्रबंधक ,ं जनिेशक  ंऔर जनिामक  ंके जलए कुछ महत्वरू्पिा जसफाररशें 

की गई हैं। प्रबंधक  ंक  सीएसआर क  अर्पनाना चाजहए लेजकन अन्य कॉर्पोरेट र्पररचालन  ंकी कीमत र्पर 

इस र्पर अजधक ि र नही ंदेना चाजहए। उन्हें सीएसआर और व्यिसाि की अन्य प्राथजमकताओ ंके बीच 

संतुलन बनाना सीखना चाजहए । चंूजक भारत में सीएसआर क  अजनिािा कर जदिा गिा है और व्यिसाि  ं

के जलए सीएसआर के आधार र्पर अंतर करना अजधक चुनौतीरू्पिा ह  गिा है, प्रबंधक  ं क  अब 

प्रजतस्पधाात्मक लाभ प्राप्त करने के जलए सीएसआर का उर्पि ग करने के रचनात्मक तरीके ख िने ह गें। 

साथ ही, प्रबंधक  ंक  जित्तीि ररर्प जटिंग की गुिित्ता से समझौता नही ंकरना चाजहए क्य जंक सीएसआर 

इसके साथ जमलकर काम करता है और एक जिकल्प नही ंह  सकता। 

जनिेशक  ंक  अर्पने जनिेश संबंधी जनिाि लेते समि सीएसआर र्पर जिचार करना चाजहए क्य जंक इसमें 

जकसी फमा के जित्तीि प्रदशान क  प्रभाजित करने की क्षमता ह ती है। हालांजक, उन्हें िह ध्यान रखना चाजहए 

जक कंर्पजनिां अर्पने सीएसआर प्रिास  ंसे तब लाभ उठाती हैं िब उनकी जित्तीि ररर्प जटिंग की गुिित्ता भी 

उच्च ह ती है। इस प्रकार, उन्हें उच्च FRQ िाली फमों क  प्राथजमकता देनी चाजहए। जनिेशक  ंक  िह भी 

स्वीकार करना चाजहए जक र्पिाािरि, सामाजिक और शासन िैसे सभी घटक महत्वरू्पिा हैं और उन्हें इन 

कारक  ंमें से प्रते्यक के प्रजत फमा की प्रजतबिता क  रु्परसृ्कत करना चाजहए। 

जनिामक  ंक  सीएसआर के संभाजित लाभ  ंर्पर जहतधारक  ंक  जशजक्षत करने का प्रिास करना चाजहए। 

उन्हें सीएसआर जनिेश के संभाजित मूल्य के बारे में शेिरधारक  ंक  समझाने का प्रिास करना चाजहए। 

 

  



x 
 

Table of Contents 

Certificate                                                                                                                                   i 

Acknowledgements                                                                                                                   ii 

Abstract                                                                                                                                    iv 

List of Figures                                                                                                                         xv 

List of Tables                                                                                                                         xvi 

Abbreviations                                                                                                                      xviii 

1 Chapter 1: Introduction ................................................................................................... 1 

1.1 Introduction to the study ............................................................................................. 1 

1.1.1 Theories of CSR ................................................................................................... 3 

1.1.2 Models of CSR ..................................................................................................... 5 

1.1.3 CSR in India ......................................................................................................... 8 

1.2 Motivation of the study ............................................................................................. 14 

1.2.1 CSR and corporate investments ......................................................................... 15 

1.2.2 CSR and financing costs .................................................................................... 18 

1.2.3 CSR and dividends ............................................................................................. 21 

1.3 Significance of the study ........................................................................................... 24 

1.4 Organization of the thesis .......................................................................................... 25 

1.5 Concluding observations ........................................................................................... 26 

2 Chapter 2: Literature review and hypothesis development ....................................... 27 

2.1 Introduction ............................................................................................................... 27 

2.2 CSR and corporate investments ................................................................................ 27 

2.2.1 CSR and investment efficiency .......................................................................... 27 

2.2.2 CSR and speed of adjustment of investments .................................................... 32 

2.3 CSR and financing costs ........................................................................................... 33 

2.3.1 Cost of debt ........................................................................................................ 33 

2.3.2 Cost of equity ..................................................................................................... 41 

2.4 CSR and dividends .................................................................................................... 50 

2.5 Research gaps ............................................................................................................ 58 



xi 
 

2.6 Concluding observations ........................................................................................... 60 

3 Chapter 3: Research objectives and methodology....................................................... 61 

3.1 Introduction ............................................................................................................... 61 

3.2 Research questions and research objectives .............................................................. 61 

3.2.1 Research questions ............................................................................................. 61 

3.2.2 Research objectives ............................................................................................ 62 

3.3 Sample selection and data ......................................................................................... 63 

3.4 Research methodology .............................................................................................. 64 

3.4.1 Conceptual framework ....................................................................................... 64 

3.4.2 Econometric technique....................................................................................... 88 

3.4.3 Software ............................................................................................................. 90 

3.5 Concluding observations ........................................................................................... 90 

4 Chapter 4: CSR and corporate investments ................................................................ 91 

4.1 Introduction ............................................................................................................... 91 

4.2 Descriptive statistics .................................................................................................. 92 

4.3 CSR and investment efficiency: Main analysis......................................................... 93 

4.4 CSR and investment efficiency: Regulatory interventions ....................................... 99 

4.5 CSR and investment efficiency: Disaggregated analysis ........................................ 101 

4.5.1 Size ................................................................................................................... 101 

4.5.2 Financial constraints ........................................................................................ 103 

4.5.3 Financial reporting quality ............................................................................... 104 

4.6 CSR and speed of adjustment of investment ........................................................... 107 

4.7 Concluding observations ......................................................................................... 108 

5 Chapter 5: CSR and financing costs ........................................................................... 110 

5.1 Introduction ............................................................................................................. 110 

5.2 Descriptive statistics ................................................................................................ 111 

5.3 CSR and financing costs: Main analysis ................................................................. 111 

5.3.1 Cost of debt ...................................................................................................... 111 

5.3.2 Cost of equity ................................................................................................... 115 

5.4 CSR and Financing costs: Regulatory interventions ............................................... 118 

5.4.1 Cost of debt ...................................................................................................... 118 

5.4.2 Cost of equity ................................................................................................... 121 

5.5 CSR and financing costs: Disaggregated analysis .................................................. 122 

5.5.1 Cost of debt ...................................................................................................... 122 

5.5.2 Cost of equity ................................................................................................... 126 



xii 
 

5.6 Concluding observations ......................................................................................... 130 

6 Chapter 6: CSR and dividends .................................................................................... 132 

6.1 Introduction ............................................................................................................. 132 

6.2 Descriptive statistics ................................................................................................ 132 

6.3 CSR and dividends: Main analysis.......................................................................... 133 

6.4 CSR and dividends: Regulatory interventions ........................................................ 136 

6.5 CSR and dividends: Disaggregated analysis ........................................................... 138 

6.5.1 Size ................................................................................................................... 138 

6.5.2 Financial constraints ........................................................................................ 139 

6.5.3 Financial reporting quality ............................................................................... 141 

6.6 CSR and dividends: dividend speed of adjustment ................................................. 142 

6.7 Concluding observations ......................................................................................... 143 

7 Chapter 7: Conclusions and recommendations ......................................................... 145 

7.1 Introduction ............................................................................................................. 145 

7.2 Summary of the work done ..................................................................................... 145 

7.3 Significant findings from the study ......................................................................... 147 

7.3.1 CSR and investment efficiency ........................................................................ 147 

7.3.2 CSR and financing costs .................................................................................. 148 

7.3.3 CSR and dividends ........................................................................................... 150 

7.4 Recommendations from the study ........................................................................... 151 

7.4.1 Recommendations for regulators ..................................................................... 151 

7.4.2 Recommendations for managers ...................................................................... 152 

7.4.3 Recommendations for investors ....................................................................... 152 

7.5 Contributions of the study ....................................................................................... 153 

7.6 Limitations and future scope of work ..................................................................... 154 

7.6.1 Limitations of the study ................................................................................... 154 

7.6.2 Future scope of work ....................................................................................... 155 

7.7 Concluding observations ......................................................................................... 155 

8 References ...................................................................................................................... 156 

9 Curriculum Vitae .......................................................................................................... 186 

 

 

 



xiii 
 

LIST OF FIGURES 
 

Figure 1: The Concentric Circle model of CSR......................................................................... 6 

Figure 2: The CSR pyramid ....................................................................................................... 7 

Figure 3: The Intersecting model of CSR .................................................................................. 8 

Figure 4: Trend of research in CSR ......................................................................................... 14 

Figure 5: Scope of the study .................................................................................................... 15 

Figure 6: Literature on the relationship between CSR and investment efficiency .................. 18 

Figure 7: Literature on the relationship between CSR and the cost of debt ............................ 20 

Figure 8: Literature on the relationship between CSR and cost of equity ............................... 20 

Figure 9: Literature on the relationship between CSR and dividends ..................................... 23 

Figure 10: Relationship between CSR and investment efficiency ........................................... 96 

Figure 11: Relationship between CSR and cost of debt ........................................................ 113 

Figure 12: Relationship between CSR and cost of equity ..................................................... 116 

Figure 13: Relationship between CSR and dividends............................................................ 134 

 

  



xiv 
 

LIST OF TABLES 

Table 1.1 Evolution of CSR in India ....................................................................................... 11 

Table 2.1 Summary of select studies ....................................................................................... 54 

Table 3.1 CSR and investment efficiency: Variable explanation ............................................ 68 

Table 3.2 CSR and cost of debt: Variable explanation ............................................................ 77 

Table 3.3 CSR and cost of equity: Variable explanation ......................................................... 80 

Table 3.4 CSR and dividends: Variable explanation ............................................................... 85 

Table 4.1 CSR and investment efficiency: Summary statistics ............................................... 93 

Table 4.2 CSR and investment efficiency: Correlation matrix ................................................ 94 

Table 4.3 CSR and investment efficiency: Main Analysis ...................................................... 98 

Table 4.4 CSR and investment efficiency: Under and over investment .................................. 99 

Table 4.5 CSR and investment efficiency: Regulatory intervention ..................................... 100 

Table 4.6 CSR and investment efficiency: Firm size ............................................................ 102 

Table 4.7 CSR and investment efficiency: Financial constraints .......................................... 104 

Table 4.8 CSR and investment efficiency: Financial reporting quality ................................. 106 

Table 4.9 CSR and investment speed of adjustment.............................................................. 108 

Table 5.1 CSR and cost of debt and equity: Summary statistics ........................................... 111 

Table 5.2 CSR and cost of debt and equity: Correlation matrix ............................................ 114 

Table 5.3 CSR and cost of debt: Main analysis ..................................................................... 115 

Table 5.4 CSR and cost of equity: Main analysis .................................................................. 117 

Table 5.5 CSR and cost of debt: Regulatory intervention ..................................................... 120 

Table 5.6 CSR and cost of equity: Regulatory intervention .................................................. 121 

Table 5.7 CSR and cost of debt: Firm size ............................................................................ 123 

Table 5.8 CSR and cost of debt: Financial constraints .......................................................... 124 

Table 5.9 CSR and cost of debt: Financial reporting quality ................................................. 125 

Table 5.10 CSR and cost of equity: Firm size ....................................................................... 127 

Table 5.11 CSR and cost of equity: Financial constraints ..................................................... 128 

Table 5.12 CSR and cost of equity: Financial reporting quality ............................................ 130 

Table 6.1 CSR and dividends: Summary descriptive ............................................................ 132 

Table 6.2 CSR and dividends: Correlation matrix ................................................................. 135 

Table 6.3 CSR and dividends: Main analysis ........................................................................ 136 

Table 6.4 CSR and dividends: Regulatory intervention ........................................................ 137 

Table 6.5 CSR and dividends: Firm size ............................................................................... 139 

Table 6.6 CSR and dividends: Financial constraints ............................................................. 140 

Table 6.7 CSR and dividends: Financial reporting quality .................................................... 141 

Table 6.8 CSR and dividend speed of adjustment ................................................................. 143 

 



xv 
 

ABBREVIATIONS 

BSE Bombay Stock Exchange 

CAPM Capital Asset Pricing Model 

CBL Cost of bank loans 

CSM Corporate social management 

CSR Corporate social responsibility 

ESG Environment, social, governance 

FC Financial constraints 

FRQ Financial reporting quality 

GIC Global Industry Classification 

GMM Generalized method of moments 

MCA Ministry of Corporate Affairs 

NPV Net present value 

NSE National Stock Exchange 

OLS Ordinary Least Squares 

PMNRF Prime Minister’s National Relief Fund 

PSU Public sector units 

ROA Return on assets 

SEO Seasoned equity offerings 

SOA Speed of adjustment 

 




