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ABSTRACT 

The practice of Corporate Social Responsibility (CSR) is making inroads in the Indian business 

scenario. The authors in this research attempted to find out how  CSR activities performance 

relate to years of existence of firm, the sales value of the firm, the profit after tax of the firm, the 

number of employees of the firm and the number of CSR themes of intervention of a firm. The 

CSR performance was measured by CSR ratings ranking. Correlation and regression analysis 

were carried out to establish the relationship between the various variables. 

INTRODUCTION 
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The practice of Corporate Social Responsibility (CSR) has been gaining traction in both theory 

and practice (Shrivastava and  Venkateswaran , 2000;  Bhattacharyya, 2010). CSR has evolved 

out of the realms of mere theory. In developing countries like India CSR has played pivotal role, 

as a majority of community lives in economic and social deprivation. India being an emerging 

economy, has witnessed an eruption in business activities since its economy opened up in 1991, 

(because of the advent of trident policies of Liberalization, Privatization and Globalization, 

LPG) (Shah, Thomas and Gorham, 2008). The dominance of private sector footprint in the 

Indian economy has been increasing. Generally, the sales and profit figures of Indian private 

sector businesses have gone north in the last two decades. Given the increasing strength of the 

Indian private sector relative to the government and the social organizations, in the first decade 

of the millennium, researchers have advocated and urged for increased social responsiveness 

and responsibility of private firms. This study was carried out to find out the relationship 

between CSR activities performance with years of existence of firm, the sales value of the firm, 

the profit after tax of the firm, the number of employees of the firm and the number of CSR 

themes of intervention of a firm.  

LITERATURE REVIEW with RESEARCH GAPS 

The literature on firm performance and CSR activities has pointed out four different directions 

relating CSR performance and firm performance (Bhattacharyya and Sahay , 2007). Though, 

generally these relations have been established quantitatively but the cause and effect of the 

two, has remained in the realm of qualitative analysis. In this section a very brief account of the 

four distinct directions of literature has been presented.  

The first school of the past research has indicated that as the financial performance of firms 

better the firm CSR performance better. The firm financial performance is measured by firm 

sales and profit figures, whereas the firm CSR performance is measured by firm CSR ratings, 

rankings or financial commitment or work output. The prominent researches indicating this has 

been presented in table-1. 

Table -1 

 

 

Perspective Research 
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Firm financial performance 

positively correlates to firm 

CSR performance. 

• McGuire et al.,1988 

• Pava et al.,1996 

• Griffin and Mahon, 1997 

• Orlitzky et al., 2003 

• Waddock and Graves, 1997. 

• Neville  et al.,2005 

• Cochran, and Wood,1984  

• Bragdon, and Marlin, 1972  

• Moskowitz,  1972  

• Cornell and Shapiro,1987 

• Preston and O’Bannon,  1997  

• Roman, Hayibor, and Agle ,1999 

• Simpson and Kohers ,2002 

• Ruf et al.,2001 

• Posnikoff, 1997 

• Stanwick and Stanwick ,1998  

• Spicer,1978 

• Parket and Eibert, 1975 

 

The general argument provided by researchers is that as firms register increased profit 

or sales they are more willing to do increased CSR.  

 

The second school of thought indicated that as the firm performance increases initially the CSR 

performance goes up but then after reaching a peak the CSR performance goes down. The 

relevant research in this has been provided in table-2.  

Table -2 

Perspective Research 

Firm financial performance positively correlates to 

firm CSR performance for some levels then tappers 

and finally it reduces. Thus the relationship is that of 

an inverted ‘U’ shape. 

• Bowman, and Haire, 1975 

• Sturdivant and Ginter ,1977  
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The authors felt that this can be explained as firm performance increases the firm managers do 

more CSR activities, then there comes a period of saturation and finally though the firm 

performance heads up but the focus of top management teams of the firm goes towards 

diversification, product- market extension and such others. Thus the intensity of CSR 

engagement reduces. 

The third school of thought indicates that as the firm performance increases the CSR 

performance of firms’ decreases (or negatively correlates). The pertinent research in this has 

been provided in table-3.  

Table -3 

Perspective  Research 

Firm financial performance negatively relates to 

firm CSR performance. 

• Vance, 1975  

• Mahapatra, 1984  

• Wright and Ferris, 1997 

 

� Finally, the fourth school of thought indicates that there is no discernible relationship 

between firm financial and CSR performance. Thus, firm CSR performance is neutral to firm 

financial performance. Some germane research in this has been provided in table-4. 

Table -4 

Perspective  Research 

Firm financial performance 

is neutral to firm CSR 

performance. 

• Aupperle, Carroll and  Hatfield, 1985 

• McWilliams  and Siegel,  2001  

• Ullmann, 1985  

• Teoh, Welch and Wazzan, 1999 

• Anderson and Frankle, 1980  

• Freedman and Jaggi, 1982  

• Buchholtz,1978 

• Salzmann et al., 2005 

• Abott and Monsen,1979 
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Some might argue that as firm financial performance increases first the firm CSR performance 

decreases and then there is a flattening but further increase in firm level financial performance 

enhances the firm CSR performance. Thus there is a ‘U’ shape relationship between firm 

financial and CSR performance. It is important to study the same in the context of India. The 

literature establishing the relationship between years of existence of firm, the number of 

employees of the firm and the number of CSR themes of intervention of the firm especially in 

the context of Indian firms have remained unexplored. This research attempts to fill that hiatus. 

RESEARCH METHODOLOGY and DATA COLLECTION 

The practice of CSR by the private firms over the period of times was evaluated in terms of the 

ratings on the CSR performance by independent social institution and observers. A study 

exploring the characteristics of firms and their relationship with CSR rating is much needed as 

there is a severe paucity of research regarding the same. In this research the authors studied the 

relationship between CSR Ratings with respect to the following variables mentioned below –  

• Years of existence of firm  

• The sales of the firm 

• The Profit After Tax (PAT) of the firm  

• The number of employees of the firm 

• The number of CSR themes of intervention of the firm 

The researchers also attempted to figure out the contributing factors towards CSR ratings from 

the mentioned variables.  The CSR ratings data was collected from the website of a well-known 

social organization having expertise in various aspects of CSR (Karmayog.org , 2010). The 

secondary data was collected of 297 companies on  the  firms’ years of existence, sales value, 

PAT, number of firm employees,  the number of CSR themes of the firm and the CSR rating of 

the firm for the year 2010. The researchers used correlation and regression analysis for the 

study. The models studied was  

CSRR= K+ a(YOE)+ b(S)+c(PAT)+d(NOE)+e(CSRT) 

Where- 

• CSRR = CSR Ratings 

• YOE = Years of existence of firm 
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• S= Sales of the firm 

• PAT= Profit After Tax of the firm 

• NOE= Number of employees of the firm 

• CSRT= Number of CSR themes of intervention of the firm 

RESULTS 

The average values of firms for ratings of 1, 2 ,3 and 4 were 42 years of existence of firms, an 

average sales value of Rs 9070 crores, the average profit after tax of Rs 901 crores, the average 

number of employees being 10151 and the average number of CSR themes of intervention being 

5.59 , about half a dozen areas of CSR work. The CSRR correlation values with the different 

variables at significance level of 0.01 have been provided in table- 5.  

Table -5 

Variable YOE S PAT NOE CSRT 

Pearson correlation 

value 

0.183 0.185 0.247 0.325 .780 

 

The model R square value was 0.621, Adjusted R square value was 0.615, F =95.460 at a 

significance level of 0.01.The model was -  

CSRR = 0.090(NOE) + 0.783 (CSRT) + 1.216 

DISCUSSION and CONCLUSION 

The results presented in the results section that significant positive correlation exists between 

the variables CSRR, YOE, S, PAT, NOE and CSRT. Hence, the researchers upon doing the 

correlation analysis deliberates that –  

• As the Years of existence of the firm increased, the CSR ratings of the firm moved up - 

As the organization ages, the experience of the organization regarding management of 

its initiatives increased and it gets better equipped to channelize its resource and 

capability. Thus, as the organization and its managers becomes more experienced , it 

becomes better in handling the CSR activities which helps it to garner a higher CSR 

rank.  
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• As the Sales value of the firm went up the CSR rating of the firm increased - As the sales 

value of the organization goes up the volume of work and the confidence of mangers 

goes up. This results in developing a better management capability. In the long run this 

translates into development of a robust organizational architecture to implement 

intended planned course of action. With reference to CSR activities in this scenario, the 

organization is able to better deliver the CSR plan allocation of resources in ground 

work. This helps the firm to fetch a higher CSR rating. 

• As the Profit After Tax (PAT) of the firms increased the CSR ratings of the firm gone up 

– PAT indicates the net earnings that an organization gets as a business. Increased profit 

means an increased financial base to invest. The investment can be either in the core 

business activities of the firm or with respect to social and environmental responsibility 

of the firm. As the PAT of the firm goes up, the propensity of the firm to invest in the 

CSR activities moves up. An increased allocation on CSR related activities helps the firm 

to do more and better CSR. This increased outlay on CSR helps a firm to achieve a 

higher rank in CSR rating. 

• As the Number of employees of the firm increased the CSR rating of the firm went north 

– As the number of employees in the organization goes up the number of social touch 

points of the organization goes up. As social touch points increase, the amount of social 

responsibility increases because of the social bindings of each employee with respect to 

the extended society. Hence as the number of employees in the organization increased 

the CSR rating of the organization improved. 

• As the number of themes of CSR initiatives increased the rating on CSR increased -   As 

the number of areas of CSR intervention of the firm increases the firm’s foot print  on 

society increases. Further, as the diversity of CSR initiatives increases (as reflected by the 

increased CSR themes of intervention) the fish bowl of management experience of the 

management handling the CSR initiatives of the firm enhances. These two factors have a 

combinatorial positive effect on the doing of CSR by the firms. This positive impact 

reflects the higher rating on CSR that the firm secures. 

 

The regression analysis indicated that the CSR rating was casually impacted by the number of 

years of existence of the firm and the number of CSR themes of intervention by the firms. That 
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means, as a firms years of existence increases it helps the firm to garner increased CSR rating.  

Further , as the  number of CSR themes of intervention by the firms increases it helps the firm to 

secure better CSR ranking. Thus , this research drawing upon the context of Indian business 

landscape indicated that variables like firm sales, profit and number of employees figures 

doesn’t have a cause and effect bearing on firm CSR performance as reflected by firm CSR 

ratings.  This study made theoretical progress because of the correlation and regression analysis 

findings. Managers could get insight from the study regarding the value of years of experience, 

sales, PAT, number of employees and CSR themes of the firm for bearing on CSR ratings. 
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