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ABSTRACT

The study on the relationship between Corporate Social Performance and Corporate
Financial Performance is a crucial jssue of business concerns. There is no model for
finding out the relationship between CSP and CFP, using the data available in the books
and records of firms. Hence this paper proposes to develop a model fo measure the
Corporate Social Performance and Financial Performance of firms. This study developed
a new model, namely, FRIFP model, for identifying the relationship between Corporate
Social Performance variable and financial performance variables. Under the FRIFP,
model, one CSP variable, namely, FRI and four CFP variables, namely, ROA, ROE,
ROCE, and Size- of the firms, were identified for the study. The BSE listed 30 firms were
taken as a sample for this study. This study covered a period of eight years from
1.4.2014 to 31.3.2022. The study found that there was positive relationship betwesn
Corporate Social Performance variable and Corporate Financial Performance variables of
the BSE listed firms in India. This new model would help to know the importance of
corporate social performance in the improvement of the corporate financial performance
of the firms in the long run. ‘

Keywords: Corporate Social Performance, Corporate Financial Performance and
Fortune Reputation Index

1. INTRODUCTION

The Corporate Social Performance (CSP) has emerged as vital component of all business concerns
(Berns et al., 2009). The CSP Reputation is a dynamic and path dependent understanding by
stakeholders about prospects of the firm; it is also based on the observations of the firm's historical
trajectory of CSP actions over time. It is true that there is no theoretical basis for the manner in which the
reputation has been developed in business and society.

The concepts and measures for measuring the reputation of CSP, do lack clarity in the literature (Wartick,
2002). Firms’ CSP always involves acts of social responsibility over time and it shapes the fimms to
perform better (Barnett, 2007). Now a days firms are more active in identifying social activities, with the
focus on discharging various welfare activities for society (McWilliams and Siegel 1997; Jensen 2002).
Social performance Is an effective means for establishing and improving the overall reputation of the firms
in a much better manner, which could ultimately improve the financial performance of a firm in the long
run {Orlitzky et al. 2003).

In. the changed business environment, the CSP has become the fundamental responsibility of firms.
Every firm is expected to take care of its own survival as well as the well-being of society. The sound
business operations need to address the demand of alt primary stakeholders, particularly the society
(Maignan and Ferrell 2003). Af the same time, every firm must also comply with different legal aspects,
along with its business principles, while discharging social responsibilities.
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2. REVIEW OF LITERATURE

Many studies have been conducted to measure corporate social performance. The selected reviews of
previous studies on Corporate Social Responsibility, Corporate Social Performance and Corporate
Financial Performance in India and other related studies are briefly reviewed below.Weigelt and Camerer
(1988) examined the reputation models, based on the firm’s linked behavior, coupling past actions with
future expectations. Heil and Roberison {1991) described how fhe key resource providers interpret a
company's initiatives, based on its past action and future prospects. Peter A. Stanwick and Sarah (1998)
used Fortune’s Reputation Index rank for measuring the CSP and this study found a positive relationship
between CSP and organizational variables such as Financial Performance and Environmental
Performance. Fombrun (2001) assessed the abiliies of firms fo deliver valued outcomes and their
repuiation Is a function of the historical series of signals, communicated by a sender, over time. Gary
Simpson Theodor Kohers (2002), using empirical analysis for the sample companies from the banking
industry, supported the hypothesis linking social performance and financial performance of firm and found
it to be posiiive. Hill et al., (2006) reported that there was a positive impact of CSP on the performance of
firms. It supported the positive relationship between CSP and CFP. Catherine Liston Heyes and Gwen
Ceton (2008) stressed that Forfune Rank significantly impacted the aflocation of resources. Janet M.
Thomas (2009) examined the evolution of research on Corporate Social Responsibility, by using
appropriate control variables while estimating the relationship between CSP and CFP.

Kim and Statman (2012) found that CFP increases with CSP up tfo a certain point but diminishes beyond
that point, Dawn Pafricia Miller (2016) examined the corporate social performance, measured by Fortune
Reputation Index composite score. There was positive correlation between CSP (FRI) and Financial
Performance (ROA, ROE, EPS and Total Assets) of banks in United States of America. Selvam et al,,
(2016) suggested a subjective model, with nine determinants and dimensions, including corporate
governance and social performance of firms. Shen et al., (2016) found that financial performance was
higher in banks, with greater corporate social performance. Jacob Brower et al., (2017) suggested that
firms must approach CSR from integrated and strategic perspective to reap the rewards. Pasquale
Ruggiero and Sebastiano Cuperiino (2018) identified financial performance variables like ROA & Size
and found a positive relationship between CSP and CFP. Dhanasekar et al., (2020b) found positive
relationship between Corporate Social Performance (FR!) and Corporate Financial Performance (ROA &
Size) and Research and Development (R&D) of Fortune top ranking companies in India. According to
Dhanasekar et al., (2020c), there was positive relationship between CSP and CFP in private banks of
India. Dhanasekar et al., (2020d) indicated that the Board of Directors Influenced the Corporate Social
Performance, measured by the CSR amount and the financial performance of the firms, measured by
Return on Assets. '

To sum up the review of literature, earlier studies have offered different measures for CSP. Some studies
found a positive relationship betwesn CSP and CFP while few other studies found no relationship in
different firms. However, the literature clearly revealed that there was no appropriate model, revealing the
relationship between CSP and CFP. In order to measure the relationship, the present study attempts fo
develop a new model (FRIFP), in order to examine the relationship between corporate social performance
and corporate financial performance in India.

3. FRIFP MODEL FOR THE RELATIONSHIP BETWEEN CSP AND CFP

In recent days, the measurement of CSP has become a crucial issue for every firm. The Government of
India also implemented many initiatives, to encourage and ensure the discharge of social activities by
Indian firms. As a resulf, the issue of CSP has received considerable attention in the CSP literature. The
fortune magazine’s annual ranking data provide a lot of information about Indian companies, on
qualitative attributes like quality of management, quality of products or services, values as a long-tem
investment, innovativeness, soundness of financial position, ability to attract, develop and keep talented
people, responsibility to the community and environment and wise use of corporate assets (Catherine
Liston-Heyes and Gwen Ceton, 2009).
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The Fortune Reputation Index was developed more than sixty years ago. It is an annual list, compiled and
published by Fortune Magazine. The Fortune Reputation Index Composite Score (FRI score), as
suggested by Peter A. Stanwick and Sarah D. Stanwick, (1998), Dawn Patricia Miller, (2016) and
Dhanasekar et al., (2020b) was used in this study, for testing the new model, developed to examine the
relationship between CSP and CFP.

Mark Sharfman (1996) found a positive relationship between KLD Score and Fortune Reputation Score
for Corporate Social Performance. The CSP Model developed by Wood (2010) covered the factors
namely Principles of Social Responsibility, Process of Social Responsiveness and Outcomes and Impact
of Performance. The many earlier studies supported the Fortune Reputation Index Rank/Score (McGuire
et al., 1988; Marc Orlitzky, 2001; Yijing Wang and Guido Berens, 2015; Dawn Patricia Miller, 2016; Jacob
Brower et al., 2017; Nait Douch Abdelkarim, EL Haddad Salim, 2018 and Dhanasekar et al., 2020b). As
stated earlier, the Fortune Reputation Index rank/score covers the factors like Environment, Community,
Employees, Customers, Ethics, Governance, Uses of Corporate Assets, Financial Health and Long-term
Investment value (Nait Douch Abdelkarim and EL Haddad Salim, 2018). This model (FRIFP) has also
developed in light of the findings of earlier studies. Besides, FRIFP model used in this study includes the
financial performance variables namely ROA - Return on Assets, ROE — Return on Equity, ROCE -~
Return on Capital Employed and Size of the company.

The Corporate Financial Performance (CFP) is a subjective measure of firms that uses the assets from
their primary mode of business to generate revenues and reputation. The firm’s financial performance
was divided into three measures namely Market-based measures, Accounting-based measures and
Perceptual-based measures (Orlitzky et al., 2003). According to Sandra et al., (1997}, the CFP of a firm
was measured by using three accounting variables like Return on Assets (ROA), Return on Equity (ROE)
and Return on Sales (ROS). The Cochran and Wood (1884) pointed out that accounting-based indicators
namely firms' Return on Assets (ROA), Return on Equity (ROE), or Eamings Per Share (EPS), captured
the internal efficiency of firms in some way.

As discussed above, Fortune Reputation Index Rank in India is the only data available for assessing the
Corporate Social Performance. The data on financial performance variables are available in the annual
reports of firms. There is no model in academic liferature for testing the relationship between Corporate
Social Performance and Corporate Financial Performance, by using the information avaitable in the books
and records of firms (secondary data). Against this background, an atiempt has been made in this study,
to develop a new model named FRIFP, based on the data of Fortune Reputation index composite score
namely FRI Rank for CSP and data available in annual reports for CFP of firms. This new model called
FRIFP is a composite study of FRI (Fortune Reputation Index) and FP (Financial Performance) of the
firms. The conceptual Mode! of FRIFP is described in Figure-1.

Figure -1: Conceptual Model of FRIFP showing relationship between Corporate Social
Performance and Corporate Financial Performance

CSP
FRI

Relationship

Sources: FRIFP Model was Developed by Authors in fine with Peter A. Stanwick and Sarah D. Stanwick,
1998, Rupal Tyagi, 2013, Dawn Patricia Miller, 2016 & Dhanasekar et al., 2020b.

Variables of FRIFP Model
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A)  Corporate Social Performance Variable
FRI = Fortune Repufation Index Rank was used for measuring the CSP as suggested by Peter A.
Stanwick and Sarah D. Stanwick, 1998, Dawn Patricia Miller, 2016 & Dhanasekar et al., 2020b.

B)  Corporate Financial Performance variables

ROA = Return on Assefs (return on asseis is a profitability ratio that determines how much profit a
company is able to generate from its assets).

ROE = Return on Equity (return on equity is a measure of the profitability of a business in
relation to equity).
ROCE = Return on Capital Empiloyed (return on capital employed is a financial ratio that can
be used in assessing a company's profitability and capital efficiency)
Size = Size of the Company (size of a company is determined by thresholds for turnover, balance sheet
total and the average number of employees). it was computed as Log of TA.

The above four variables were identified for measuring the Financial Performance, as suggested by
Cochran and Wood, 1984 & Pasquale Ruggiero and Sebastiano Cupertino, 2018 and Dhanasekar et al.,
2020a.

As stated eatlier, Figure-1 shows the concepiual model of FRIFP, showing ihe relationship between
Corporate Social Performance and Corporate Financial Performance of firms. This model clearly
confirmed the relationship between CSP and CFP (Peter A. Stanwick and Sarah D. Stanwick, 1998,
Catherine Liston Heyes and Gwen Ceton, 2009; Dawn Patricia Miller, 2016 and Dhanasekar et al.,
2020b).

4, STATEMENT OF THE PROBLEM

The measurement of CSP and CFP is a complex issue and there is no model applicable for all firms for
testing the relationship between CSP and CFP. There are many earlier studies, which identified the
variables for Corporate Social Performance and Financial Performance. But there is mixed evidence for
posifive nexus with the financial performance of the firm. Besides, there is no perfect model for testing the
relationship between CSP and CFP, by using the data available in the books and records of Indian firms.
A perfect measure of Corporate Financial Performance and Corporate Sacial Performance is required by
all firms to develop their reputation in the long run. Hence this study developed a new model called
FRIFP, for the measurement of CSP and finding its relationship with CFP in BSE listed firms in India.

4.1 NEED OF THE STUDY

Each company is expected to discharge its corporate social performance, without compromising the
financial performance. The absence of an appropriate model to test the relationship between Corporate
Social Performance and Corporate Financial Performance is a crucial issue before the corporate firms
and researchers. Hence this study developed a new model, for examining the relationship between CSP
and CFP. As stated earlier, the various kinds of factors for corporate social performance, like community
development, employee welfare and quality of product were covered in the new model, to fuffill the needs
of all the stakeholders. Therefore, this study would be useful to all siakeholders, to identify the
relationship between Corporate Social Performance and Corporate financial Performance. The
Researcher proposes to use the new model in future too.

4.2 OBJECTIVE OF THE STUDY
The aim of the study was to de\{elop a new quei, for the measurement of Corporate Social Performance
and to find out its relationship with Corporate Financial Performance, in BSE listed companies of India.

4.3 HYPOTHESES OF THE STUDY
The literature analysis, on the refationship of CSP and CFP, showed mixed evidence, especially its
positive impact on financial performance of the Indian firm. However, the relationship between CSP and
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CFP is still a controversial issue. Against this background, the present study was carried out, {o test the
following two Null Hypotheses:

- NH-1: Thereis no significance of data relating to Corporate Social Pe}«fgrmance and Corporate Financial
Performance in BSE listed firms in India. :

NH-2: There is no relationship between Corporate Social Performance and Corporate Financial
Performancs in BSE fisted firms in India.

4.4 SAMPLE SELECTION OF THE STUDY

As stated earlier, the objective of this present study was to develop a new model, to find out the
relationship between Corporate Social Performance and Corporate Financial Performance in BSE listed
companies of India. The BSE listed 30 companies were selected as the sample for this study
(www.bseinda.com), as BSE Sensex is a very old and reputed index in India. This study mainly depended
on secondary data. The data, for Corporate Social Performance, were collected from Fortune Reputation
Index Rank (FRI Rank) and the required data for Corporate Financial Performance variables {(ROA, ROE,
ROCE and Size of the company) were collected from the website of www._fortune500india.com {for CSP),
and PROWESS Database and www.moneycontrol.com (for CFP). The other relevant data for this study
were collected from reputed websites, books, joumals, magazines and websiles, etc.

In India, CSR was incorporated in the Companies Act of 2013. The Indian companies started discharging
the CSR acitivities, for the society, from 2014 onwards. Therefore, the study covered a period of eight
years from April 1, 2014 to March 31, 2022. For the purpose of analyses, tools like descripiive siatistics
and correlation analysis were used in this study, with the help of siatistical software, namely, SPSS 20.

5. RESULT AND DISCUSSION
The results are broken dowﬁ as follows:

a) Significance of Data (descriptive statistics) for Corporate Social Performance and Corporate
Financial Performance.

b) Relationship (correlation analysis) between Corporate Social Performance and Corporate
Financial Performance.

c)  Testing the FRIFP Model (correlation analysis) for Corperate Social Performance and Corporate
Financial Performance. :

5.1 SIGNIFICANCE OF DATA (DESCRIPTIVE STATISTICS) FOR CORPORATE SOCIAL
PERFORMANCE AND CORPORATE FINANCIAL PERFORMANCE

Table-1 shows the results of significance (fitness of the data), using descriptive statistics for corporate
social performance and corporate financial performance of BSE 30 firms. The sample variable for CSP
was FRI while three variables, namely, ROA, ROE, ROCE and Size were used for CFP. According fo the
analysis, the highest positive mean value of 145 for CSP variable, namely, FRI was received by Bajaj
Finance Limited and the lowest mean value (1.800) of CSP (FRI) was recorded by Reliance Industries
Limited.

The highest positive mean value (124.144) of CFP variable, namely, ROCE was achieved by Hindustan
Unilever Limited and the lowest value of mean of 0.354 for CFP variable (ROA) was recorded by State
Bank of India. In the case of standard deviation, its value of 50.512 for FRI, ‘a variable of CSP, was
achieved by Bajaj Financial Limited and the lowest standard deviation value of 0.417 for CSP (FRI) was
registered by Tata Consultancy Services Limited. At the same time, the highest standard deviation value
(positive) of CFP variable (ROE) was registered at 32.191 by Nestle while the lowest value of standard
deviation (0.022) was recorded by Sunpharma Limited. According to the results of significance (fitness of
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the data), using descriptive statistics, all'the sample companies and sample variables were significant
positively during the study period from 1.4.2014 to 31.3.2022. This positive significant value prompted the
Researcher, to confirm correlation between CSP and CFP in BSE listed Companies in India. Therefore,

NH1 — There is -no significance of data relating to Corporate Social Performance and Corporate
Financial Performance of BSE listed firms in India, was rejected.

5.2 RELATIONSHIP (CORRELATION ANALYSIS) BETWEEN CORPORATE SOCIAL
PERFORMANCE AND CORPORATE FINANCIAL PERFORMANCE

As stated earlier, the main objeclive of this study was fo find out the relationship between Corporate
Social Performance and Corporate Financial Performance. The results of correlation analysis, betwsen
CSP and CFP of BSE listed companies in India are displayed in Table-2. As pointed out earlier, the CSP
varable, namely, FRI and CFP variables like ROA, ROE, ROCE and Size were used in the correlation
analysis. The Pearson correlation analysis revealed that the value of p < 0.05 was positive, showing the
relationship between CSP and CFP. According to the analysis, the significant values of correlation,
showing the relationship between CSP and CFP, were recorded for seventeen Indian firms, during the
study period. These seventeen sample companies, out of 30, included State Bank of india, Tata Steel
Limited, Infosys Limited, Reliance Industries Limited, HDFC Housing Finance Limited, Larson and Turbo
Limited, Hero Motor Corporation Limited, [CIC] Bank Limited, Tata Consultancy Service Limited, India
Tobacco Company Limited, Maruti Suzuki India Limited, Kotak Mahindra Bank, Axis Bank Limited,
Mahindra and Mahindra Limited, Sun Pharmaceutical Industries Limited, Oil and Natural Gas Limited and
NTPC Limited.

Interestingly, these seventeen firms achieved a positive correlation between Corporate Social
Performance and Corporate Financial Performance. The positive correlation was considered as a good
signal for the firms that their reputation will improve ultimately. But there were thirteen other sample
companies, namely, Bajaj Housing Finance Limited, HDFC Bank Limited, Hindustan Unilever Limited,
Indusind Bank Limited, HCL Limited, Bharti Airtel Limited, Nestle, Asian Paint Limited, Titan, Power Grid
Corporation of India Limited, Tech Mahindra Limited, Ultra Cement Industries Limited and Bajaj Auto
Limited which recorded negative association between Corporate Social Performance and Corporate
Financial Performancae. It is to be noted that the positive correlation between CSP and CFP would help
the firms to improve their financial performance, along with the social activities. The negative relationship
between Corporate Social Performance and Corporate Financial Performance indicated that these
companies should concentrate more on social performance through social welfare activities. Otherwise,
the reputation of firms could be damaged in the long run. The overall analysis of Pearson correlation
clearly revealed that out of 30 sample firms, seventeen firms (majority) realised positive correlation while .
other thirteen firms did not record positive correlation during the study period. Hence, the NH2- There is
no relationship between Corporate Social Performance and Corporate Financial Performance of BSE
listed firms in India, was not accepled.

5.3 TESTING THE FRIFP MODEL (CORRELATION ANALYSIS) FOR CSP AND CFP

In line with the objective of this study of testing the new model (FRIFP), the resuits of correlation analysis
for BSE 30 companies considered in this study, during the study period are given in Table-3. It is
interesting to record that out of 30 sample firms, only one company, namely, Reliance industries Limited,
achieved a highly positive relationship between corporate social performance and corporate financial
performance during the study period.

Tata Steel Limited registered correlation values of 0.003, 0.005 and 0.025 for ROA, ROCE and Size;
HDFC Housing Finance Limited received values of 0,009, 0.008 and 0.008 for ROA, ROE; Size while
TCS Limited recorded values of ©.038, 0.001 and 0.042 for ROA, ROE and Size and NTPC Limited
reported values of 0.008, 0.000 and 0.049 for ROA, ROE and ROCE during the study pericd. These four
sample firms achieved a positive correlation between CSP and CFP during the study period.

On the other hand, State Bank of india achieved values of 0.002 and 0.005 for ROA and ROE, Infosys -
Limited recorded values of 0.049 and 0.009 for ROA and ROE and L & T Limited registered values at
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0.004 and 0.017 for ROA and ROCE. Similarly, Hero Motor Corporation Limited achieved values of 0.049
and 0.000 for ROA and Size, ICICI Bank Limited earned values of 0.000 and 0.034 for ROA and ROGE
while Maruti Suzuki india Limited received values of 0.022 and 0.028 for ROA and Size. It is also clear
that Kotak Mahindra Bank Limited registered values of 0.032 and 0.004 for ROA and Size, Axis Bank
Limited earned values of 0.028 and 0.041 for ROA and Size while Mahindra and Mahindra Limited
received values at 0.027 and 0.046 for ROA and Size. According to the results of the Table, Sun
Pharmaceutical Industrial Limited achieved values of 0.000 for ROA and 0.030 for ROCE while ONGC
Limited recorded values of 0.005 and 0.007 for ROA and ROE. Thus these eleven firms achieved partially
positive correlation between CSP and CFP, during the study period, Oout of BSE 30 companies
considered for this study.

But the analysis of sample variables of CFP (ROA, ROE, ROCE and Size) revealed that the sample
companies, namely, Bajaj Housing Finance Limited recorded a negative correlation value of 0.654, 0.851,
0.074 and 0.081, HDFC Bank Limited received values at 0.205, 0.506, 0.696 and 0.061, Hindustan
Unilever Limited reported values at 0.407, 0.146, 0.144 and 0.815, Indusind Bank Limited registered
values at 0.207, 0.122, 0.549 and 0.085, |TC Limited recorded values at 0.555 for ROE, 0.324 for ROCE
and 0.759 for Size, HCL Limited recorded values at 0.128, 0.094, 0.844 and 0.198 and Bharti Airtel
Limited received values at 0.061, 0.277, 0.108 and 0.127.

Similarly, few other sample firms like Nestle achieved valuss at 0.071, 0.060, 0.405 and 0.088, Asian
Paints Limited earned values of 0.071, 0.826, 0.692 and 0.499, Titan received values of 0.744, 0.799,
0.061 and 0.063 while Power Grid Corporation Ltd recorded values of 0.064, 0.087, 0.107 and 0.G81 and
Tech Mahendra Limited earmed values of 0.737, 0.801, 0.930 and 0.081 for CFP variables of ROA, ROE,
ROCE and Size during the study period. Ultra Cement Industries Limited registered values of 0.083,
0.232, 0.2905 and 0.986 and Bajaj Auto Limited earned values at 0.694, 0.631, 0.836 and 0.256 for ROA,
ROE, ROCE, and Size during the study period. These fourieen firms out of 30 firms recorded NEGATIVE
CORRELATION between CSP and CFP during the study period. -

6. SCATTER PLOT CHART FOR THE CORRELATION BETWEEN CSP AND CFP UNDER FRIFP
MODEL '

The relationship between CSP and CFP was further examined by using the Scatier Plot Chart. The
results of the relationship, mapped in the Scatter Plot Chart between Corporate Social Performance and
Corporate Financial performance in BSE listed companies in india, by using FRIFP model, are exhibited
in Chart - 1. In this Chart, the values of ROA (CFP variable) are indicated in blue color dot or quadrilateral
symbol, the brown color or square symbol indicates the values of ROE, the value of ROCE was indicated
with green color or triangle symboi and the value of Size was highlighted in hash color or x symbol.
According to the comrelation analysis, displayed in the scatter plot chart, the significant value of < 0.05
shows positive relationship and value of > 0.05 indicaies negative relationship. The Chari clearly reveals
that four sample variables (ROA, ROE, ROCE, and Size) had achieved highly positive correlation for one
company, positive correlation for four companies, partial positive correlation for 11 companies and
realised negative correlation for 14 companies, in respect of thirty sample companies, during the study
period. The overall analysis of this Chart also confirmed the fact that the FRIFP model reflected the
relationship between CSP and CFP of sample firms. Besides, this study supports the findings of earlier
studies by Bowman and Haire, 1975; McGuire et al., 1888; Forburn and Shanley, 1880 and Dhanasekar
et al., 2020b.
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Chart-1 Scatter Plot Chart for the Correlation between CSP and CFP under FRIFP model
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Source: Scatter Plot Chari computed using Excel.

7. CONCLUSION OF THE STUDY

In today’s financial and business world, corporate firms are expected to discharge various welfare
activities for the development of society. The measurement of corporate social performance and its
relation to corporate financial performance is essential to discharge the social responsibility, without
compromising financial performance. The CSP reputations have not been fully covered in the finance
literature. This study applied the new model, namely, FRIFP with the sample variables of FRI for CSP and
ROA, ROE, ROCE, and Size for CFP. This study analyzed the relationship between CSP and CFP of
BSE listed firns in India. According fo the analysis, one firm achieved highly positive correlation, four
samples’ fims recorded positive correlation between CSP and CFP, eleven sample companies achieved
partial positive relationship while fourteen firms registered negative correlation between CSP and -CFP,
during the study period. The CSP reputations were used as signals of strength, for discharging social
performance by firms. This study found that there was significance of data (positive) relating to CSP and
CFP under FRIFP maodel and positive relationship between CSP and CFP was registered.

The new model of FRIFP, used in this study, reflects the relationship between CSP and GFP. Many
sample firms were successful financially, but they did not spend their dues on welfare activities. This
would adversely affect the reputation of such companies because they would lose support from sociefy in
the long run. For the socially responsible companies that continue to invast in CSR acfivities, the financial
performance of such companies had improved in the ong run. The collective efforts to discharge the CSP
are the need of the hour for the betterrment of society in general and of firms in future. All the Indian firms
need to develop strategies for the sustainability of society.

This study provided evidence for sound financial performance of firms, through their positive relationship
between CSP and CFP. This study creates scope for further research on a periodical basis to test the
relationship. The future study may cover more sample companies of India and abroad, longer period and
more sample variables for financial performance and social performance. Similar studies could be carried
out by using primary data: This study suffered from some Iimitations. Firstly, this study mainly depended
on secondary data. Jt focused only on the relationship between CSP and CFP of (BSE listed companies) -
Indian firms. Secondly, only five sample variables namely, FRI for CSP and ROA, ROE, ROCE, and Size
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for CFP were used, for testing the new model, namely, FRIFP. FR| database was considered as the
standard for quantitative measure of CSP. Under FRIFP model, the FRI value alone was taken as the
reflection of the, CSP of Indian firms. The different domains of CSP were not elaborately covered. Lastly,
this study covered a limited period of eight years from April 1, 2014 to March 31, 2022.
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Table-1: Resuits of significance of data using Descriptive Statistics for Corporate Social Performance and

Corporate Financial Performance for BSE listed Company in India, during the study period from 1.4.2014
to 31.3.2022.

-

ESCTip. Becrip. Diescrip.
Stat. Mean | SHL Sta. Mean | SHL Stat. Mo | S
Bev, Dev. : Dey.
Variahies Variahle:
1. State Rank of India 11 ICIET Bank Limited Hﬁ“"a ‘Pih;muﬁtﬁm
5P FRi 3800 DALT A1 12800 | OH3T FRE 50 6545
ROA 4354 0250 ROA 1886 | 0537 ROA 2022 1503
P ROE 5H1Z R.86G ROE ogez | 4163 ROE 326 2662
ROCE 4.518 2867 ROCE 3138 | 0434 HOCE 5502 3373
SIZE 5416 0.084 SIZE 5H97 | 0.060 [Arad 4556 0.022
2_Haja] Fnance Limited 1Z. Indusind Bank Limited 22, Nestle
£sp FRI 145 | 50517 TR 79.600 | 17952 FRE 1416 | 12185
noA 020 0357 RDA 1534 | 0108 RDA 17.454 7026
oep ROE 15188 1553 ROE 1454 | 1962 ROE 46438 | 32191
ROCE 5502 5434 ROCE 1672 | 0100 ROCE . 47662 | 1LB0A
SIZE 4 TG 0205 SIZE 5245 | 0160 SIZE 3848 0045
3. BOFC BEank Limndted 13, TCS Limlted 23, ONGC Limited
osp FRI T7I00 | 47557 FRI 102 | 0247 FRI 5800 2588
ROA 28B4 0508 RDA 28972 1808 BDA 7738 4H7A
ROE 15064 6762 ROE 35914 | 4621 BROE 11020 1566
@ MOLE | 1zsns 5375 ROCE 41796 | 5018 ROCE 11610 33238
SIZE 5276 0495 SIZE 4018 | 0077 ¥4 LATG 0o71
4, Tata Steel Limited 14, ITTC Limited 24, Asizn Painix Limited
sP FRI 940D 1224 FaI 248 1643 FRI /0400 2966
ROA 4350 2711 ROA 19252 | 1604 ROA 17332 1411
ROE 8545 5187 ROGE 25414 | 4705 ROE F7 A58 3572
cFe ROCE 9588 1847 ROLE B0.A1 1.699 ROCE 42708 2590
KI7E S5487 0035 SIZE 4743 | np7d 5178 3.986 0104
g, ]nfus;s'[.lmimd 15. Marot Stz India Lilted 5. Titan
ose FRI 20800 0H37 T 71200 | 2730 FRI osRON | 11788
ROA 10764 1361 ROA 1262 | 1231 ROA 11714 1787
cFP HOE 23928 2.048 HOE 17.702 1909 ROE 717972 3307
ROCE | 22144 2085 ROCE 21240 | 5052 ROLCE F7.286 5351
SI7E 45866 0045 SIZE 4686 | G112 SHE 2505 R
6. Reliance Indnstries Limited 16, Kotzk Mahindra Bank L. 26. Power Grid Corp. Lt
sP | FRI LE00 [ 0447 FRI 45 g00 | 10.756 FRI 50400 | 1213
ROA 5480 n564 ROA 1502 5252 ROA 2652 | D377
ROE 1032 [ Lo4d ROE 11324 | 1.697 ROE 1a842 | 14pm
CFP ROLE 11178 | 5638 ROCE 2726 | 0.304 ROCE 7468 | 3313
EI7E 5735 | D11 SI7E 5311 | pave STZE 5262 | 0073
7. Hindustzn Hoilever Lid 17. Axis Bank Limfted 27. Tech Mahendra Lol
5P | FRI 42200 1303 YRl 374 3.286 FRI 50000 | S541
ROA 32660 | L743 ROA 0.874 | 0680 ROA 117205 | 1336
ROE 7754 | 21307 ROE 919 | 6716 ROE 20700 | 2069
CFF pocE 17414 | 30571 ROCE ZR00 | B36E ROCE 22270 | 1458
EIZE 4373 0046 - SIZE R7B1 [ VY IIZE 436625 | D.Oo8
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Table-1: Results of significance of data using Descriptive Statistics for Corporate Social Performance and
Corporate Financial Performance for BSE listed Company in India, during the study period from 1.4.2014
to 31.3.2022. (Continue)

Bexcrip. .
Atd ezerp.
. Stat. )
Hean g:?',‘ Mean | DEV- Mean g:‘:
Varlghles
3. HOFC Houzirg Finance Limited 18. HLL Limited 28. NTPC Limitad
csp FRI 16.800 | 2280 ¥Ri 32,600 3.208 FRI 16400 | 1.140
ROA 1838 | D033 ROA 21744 | 2769 ROA 4 644 | 0.580
ROE 174990 ] 14826 ROE 26938 | 3.820 ROE 11454 | 0933
CFP ROC 17.308 | $BE ROCE 29848 | 4754 ROCE 6614 | 0324
E
SIZE 5.936 0,130 EIZE AAB4 | D072 SZE 5368 | 0.6S
9, Larson and Turbo Limibed 18, Bharit Airtel Ltd. 28, Ufira Cement Lid. )
C3p FR! 12000 | 0907 FRI 15400 | 4581 FRI 51600 | 5177
ROA 5452 | 0.5 RDA 3802 | 4521 ROA 5232 ¢ 1377
ROE 12354 | 1604 ROE 2438 | 0032 ROE DO6R | 1236
CFP ROC 13.062 | 23083 ROCE 8632 | 4855 ROCE 10468 | 2430
E
BIZE 5020 ¢ DO0B3 EIZE B.2E2 | DO SIZE 4645 | D098
40. Hero Motor Corporation Limitad 20, Mahindra and Mahimira Lid.
CEP FRI 47000 | 1871 FRI 16880 | 1.085 FRI 59400 | d.781
ROA 22458 | 2227 ROA G205 | 0440 ROA 13886 | 2825
ROE 33402 | 4954 ROE 14704 1454 ROE 24778 | 3634
CFp ROC 3044 | 3522 ROGE {4886 | 1.958 ROCE 2843 | ‘LAY
E
BIZE 4180 | 0.083 BRZE 4613 | COAB SIE 4308 | 004

Sources: Data collected from www fortuneindia.com and PROWESS Database and Computed using E-
Views,

Note: CSP - Cormporate Social Performance, CFP — Corporate Financial Performance, FRI — Fortune
Reputation Index Rank, ROA - Return on Assets, ROE — Return on Equity, ROCE — Return on Capital
Employed, SIZE — Size of the firm and Std. Dev .— Standard Deviation.
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Table — 2: Results of correlation showing relationship between CSP and CFP in BSE listed Companies
India during 2014 to 2020

- 1. State Bank of India - 11. ICIC] Bank Limited
Varlabies Csp cFP cse cFP
FRI | ROA | ROE R‘g'z SIZE FRl | ROA | ROE | ROCE | SIZE.
CSF | FRE 1 FEi 1
ROA | ] ROA | 0.000 1
crp | ROE 0005 | 0000 : ROE | 0188 | 0000 1
ROCE 0853 | 0.050 | D.084 1 ROCE | 0034 | 0192 [ 0118 7
SIZE 0867 | 0186 | 0217 | DOi5 1 SEZE | 0.080 | 0001 | 0000 | 0.160 1
2. Baja}] Finance Linited 12, indusind Bank Limied
TeP | FA 1 FRI 1
ROA 0654 1 ROA | 0.207 1
cep | RDE 0851 | 0645 1 ROE | 0122 | 0.278 1
ROCE 0073 | 0268 | 0.569 1 ROCE | 0.549 | G616 | 0.494 1
SIE G081 | 0.031 | 0.878 | 8140 1 EZE | 0.085 | D161 | 0246 | G707 1
3. HDFC Bank Limited 13. TCS Limiten)
TSP | FRl 1 . FRI i
ROA 0205 L] ROA | 0.038 1
cFp | ROE 0506 | D398 1 ROE | 0.007 | 0031 1 ]
ROCE 0596 | D94 | 0.118 1 ROGE | 0.657 | 0.573 | D.533 1
SIZE 0061 | 0.176 | 0.500 | ©.708 1 SRZE | 0042 | 0447 | 0268 | G445 1
4. Tata Steel Limited 14, [TC Limited
CSP | FRI 1 FRI i
ROA 0.003 1 ROA | 0055 1
crp | ROE 0437 | 0.001 1 ROE | 0.555 | 0090 7
ROGE 0D0S | 0970 | D436 1 [ROCE | D.ag4 | (.a/7 | 0.133 7
“EIZE 0425 | 0433 | 0.390 | D552 1 EZE | 0.759 | Q017 | 0047 | 0451 1
1. Infezys Limtted 45, Maruti Suzoki Indla Limited
C5E | FRA 1 _ FRI 4
RDA onen 1 ROA | D027 1
crp | ROE 0088 | 0015 1] ROE | 0.500 | 0.001 1
ROCE 0739 | 0.237 | 0064 1 ROGE | D228 | 0.118 | 0157 1
SZE 0806 | 0170 | D.049 | DL i EZE_ | 0098 | 0481 | 0576 | O.107 1
i, Rellance Industries Limited - 1B, Kotk Mahindm Bank L,
CSE | FR1 1 FRI 1
RDA o7 1 HOA | 0032 1
cpp | ROE 0015 | 0005 T ROE | §.525 | 0008 i
ROCE 0017 | D018 | 0.009 7 ROCE | 0.811 | 08083 | D013 1
SIZE 00833 | 0.067 | 0.165 | D.160 1 SRE | 0004 | 0669 | 0528 | 0810 1
7. Hindusfan Unfteyer Lid, 17. Bxiz Bank Limited
CSF | FRI 1 FRi 1
ROA OAGT 1 ROA | 0.028 1
ROE 0146 | D.BB1 1 ROE | 0143 | D000 1
CFF 'ROEE T 1148 | 0512 0 7 ROCE | 0.587 | 0.168 | 0193 1
SZE 0.816 | 0125 | 0494 | 0485 1 BIZE | D041 | 0.082 [ D113 | 0404 1
B HDOF{ Heousing Finance Limited i 48, HCL Limited
CSP | FRI 1 FRI 1
ROA 0.060 1 ROA | 0.428 1
cPr |ROE 0008 || 0220 1 ROE | 0.004 | D.003 1
ROCE 0490 | D150 | 0486 7 ROCE | 0644 | 0096 | D169 E
BI7E 0nee | 0428 | 0027 | 0996 1 BIZE | 0196 | D@88 | 0752 | 043 T
9. _arzon and Turbo Limited 1 5. Bharli Airtel Limited
CSF | ER 1 FRI 1
ROA 0.084 1 ROA | D.0G1 1
ROE 0242 | 0.800 1 RDE | 0077 | 0279 1
CFP "BacE | 0017 | 0.776 | 0.568 ¥ ROCE | 0.108 | D.004 | 035 1
SIZE 0387 | 081 | 0.302 | 0.150 1 SIZE | 6.127 | 0.016 | D107 | 0.018 1
0. Hero Molor Corporation Limited | 20, Mizhindra and Mahindra Lid.
TSP | FRE ] FRI 1
ROA 0.040 1 ROA | D027 1
cFp | ROE 0696 | D013 1 ROE | 0767 | D.0G 1
" [ROGE 0.655 | 0871 | 0811 7 ROCE | 0.304 | 0.756 | D.56S 1
SIE 0pea | D241 | DOFT | D404 1 SIZE 06468 | 0377 | 0277 | 0.036 1
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Table ~ 2: Results of correlation showing relationship between CSP and CFP in BSE listed Companies in
India during 2014 to 2020 (Continue)

21. Bun Pharmaceutical industrial Limited 25, Tech Mahendra LEd.
Variahle C5P CFp ) Warishle csp CEP
FRI | ROA | ROE | ROCE | BZE Fii | ROA | ROE | ROCE | SIZE
csp | FRI 7 = 5
ROR | 0000 1 ROAR | 0064 | 7
cpp | FOE | 0891 | 0000 1 ROE | 0087 | 0.047 | 1
ROCE | 0.030 | 0.5593 | 0558 1 ROCE | 0.4GT | 0.006 | 0.087 | 1
SIZE | 0072 | 0581 | 0.592 | G068 11 [BizE | 0097 | 0010 | 0.002 | 0061 | 1
22, Nestle : 27. Techk Mahendra Lid.
csp | FRI i FRI T
ROA | 0.071 1 ROA | 0.737 |4
RGE | 0.060 | 0.094 1 ROE ™[ 0801 | 0048 | —
CFF "Roce | 0.405 | 0009 | 0.008 7 ROCE | 0930 | 0.78% | 0.873 | 1
SiZE | 0088 | D324 | 0.665 | 0.528 7] [SZE [o0081 0674 | 0626 | 0368 |1
73, DNGC Linited 3, NTPC Limited
CEp FRi 1 FRi 1
ROA | 0.005 i ROA | 0.008 | 1
ROE | 0.007 | 0.018 3 ROE [ 0000 | 0017 | 1
CFP  R5EE | 0407 | 0513 | 0320 1 RGCE | 0.049 | 0.008 | 0.064 | 1
SIZE | 0.068 | 0.674 | 0.011 | 0043 1 [SiZE | o078 | 0011 | 0071 | 003 |1
7A. Azian Paints Limited 79, Ullra Cement Limited
CRp FRI 1 FRI b
ROA | 0.07 1 ROA | 0083 | 1
ROE | G826 | O.028 7 ROE | 0.232 | 0.006 | 1
CFP I 'ROCE | 0.692 | 0.247 | 0.04B 1 ROCE | 0905 | 0705 | 0857 | 1
SIZE | 0499 | 0.0 | 0.028 | 0145 7| =z |osee | o031 | 0011|6817 |4
75, Tian 30. Baja Aurto Limited
&P | PRI 1 PRl 1
ROA | 0744 i ROA | 0894 |1
ROE G783 | 0.002 i ROE | 0631 | 0048 | 1
CFP  RooE |Gos1 | 0700 | 0728 i ROCE | 0.636 | 0.939 | 0496 | 1
SIZE | 0.083 | 0.706 | 0.652 | 0.093 SIZE | 0286 | 0271 | 0057 | 63 |1

Sources: Data collected from www foriuneindia.com and PROWESS Database and Computed using E-
Views,

Note:  CSP - Corporate Social Performance, CFP — Corporate Financial Performance, FRI — Fortune

Reputation Index Rank, ROA - Return on Assets, ROE — Return on Equity, ROCE ~ Return on Capital
Employed and SIZE — Size of the firm.
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Table — 3: Testing the FRIFP Model using Correlation Analysis for sample variables of CSP and CFP
during the study period from 2014 to 2020

_ Relationship between CSP and CFP Results of FRIFP
SLNo., | Mame ofthe Sample Company Modet
CEP GFP variables
Variables | RDA ROE ROCE | Sie '
1 Siate Bank of india FRI 0002 | 0.00% | D.Oh3 | DBET |  Parlially Eosifive
2 Baja| Housing Finance Limited FRI f.604 | 0851 G074 | 0.081 Negative
3 HDFC Bank Limited FRI 0205 | D506 | 0695 | D.06% Negative
4 Tala Sieel Limited FRi D003 | 0437 ;| GODE | 0.025 Pozitive
& Infosys Limited FRi D049 | 0008 | 0739 | 0996 | Parlially Posithve
B Rehanes Industies Linded FR} BOYY | BOiS | 0007 | B33 Highiy Pozsitive
7 Hindusiap Unilever Limited FRi 0407 | 0146 | 0144 | 0815 Negative
8 HOFC Housing Finanee Lid. FH! 0009 | DOOE | (190 | 0.008 Posltive
5 {ar=on and Twrbo Limiled FRi 1004 | 0244 | 0017 | D387 | Parfially Positive
0 Hermo Molor Comporation L. FRI D040 | DES6 | 0555 | 0.000 Partially Przithvr
1 ICIC] Bank L amited FRI D800 | D788 | 0.034 | 0080 | Parlally Pozitive
12 lnudusind Bank Limited ERI D207 | 0122 | 0549 | 0085 Negattve
13 TCS Limited FRI 0.038 | 0001 | 0857 | D42 Pexzitive
14 TG Limited FRI 0025 | 0.500 | 03 | D758 Negative
15 Manti Suzmiki India Limited FRI D2z | 0500 | 0228 | D.OZE | Parfially Positive
16 Kotak Mahindre Bank Limited ERI 0032 | 0528 | D811 | 0.00 | Padially Positbe
7 Axis Bank Limited FRI 0028 | D143 | 05537 | D.OM Partially Positive
1B HCL Limied FRI 0128 | 0054 | DB | DA Negative
19 Bharl Airte] Limited FRI Lost1 | D277 | D08 | 0427 Hegative
20 Mahindra and Mahindga Ll FRi DO2Y | 0267 | D304 | OUAE | Parlially Positive
21 Sun Phamaceutica! IndzH Lid. FRI DOGG | 0951 | 0030 | D072 | Parlally Posithe
27 Neatie FRl 0.071 | 4060 | 0405 | 0088 Negative
23 ONGE Limited FRI D005 | 0.007 | 0.107 | 0.068 | Partially Poslive
2 Asian Paints Limibed FR1 04071 | 0826 | D692 | 0455 Negative
il ‘Trtan FRl 0744 | 0798 | D061 | 006D Negative
26 Power Grid Corporation Lid FRi Q364 | D.OB7 | 0107 | D09 Hegative
Z Tech Mahendra Limited FHi G737 | D801 | 0930 | 0.081 Negative
2B NTPC Limited FRI 1409 | 0000 | D048 | 0079 Positive
29 Lltra Gement Limited FRi 0083 | 0.232 | 0900 | D985 Negative
ap Baja Auto Eimited ERI 0684 | D631 | DRIR | D258 Nepathve

Source: Data analyzed from correlation analysis, computed from Excel.

Note: CSP - Corporate Social Performance, CFP — Corporate Financial Performance, FRI — Fortune
Reputation Index Rank, ROA - Reiurn on Assets, ROE — Return on Equity, ROCE — Return on Capital
Employed and SIZE — Size of the firm.
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