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ABSTRACT

This research presents a holistic analysis of the interactions between Corporate Social
Responsibility (CSR) activities and corporate financial performance, with particular focus on the
mediating effect of investor sentiment in the dynamic Indian business context. Based on a
descriptive study design, 150 primary data from purposively chosen investors were gathered
consisting of individual investors, portfolio managers, and financial analysts through an organised
online survey-based questionnaire structured for measuring tastes with respect to numerous CSR
categories along with their estimated influence from a CSR point of view from numerous industrial
categories. The evidence reported a highly focused preference for Investors towards
Environmental Initiatives (42%), marking significant global awareness being given towards
environment-friendly strategies alongside sustainability of concern. Social Welfare programs
(32%) and Ethical Governance initiatives (18%) were also identified to play a lesser role in
influencing investor trust. Sectoral research also illustrated that CSR activities within
Manufacturing (26%) and Energy & Utilities (24%) industries were most capable of generating
favorable investor sentiment, possibly because of their large-scale environmental and social
impacts. Conversely, CSR efforts in the Financial Services industry (14%) were less impactful,
possibly due to lower visibility or perceived effect. These insights imply that both the thematic
emphasis of CSR and industry context play key roles in determining investor perceptions and

financial results. The research holds that well-aligned and truly enacted CSR programs have the
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potential to be effective tools for reputational capital building, investor confidence enhancement,
and long-term corporate sustainability and profitability. The research presents the findings with
practical recommendations for business executives, investors, and policymakers to utilize CSR as

a foundation of value creation in emerging markets.

Keywords: Corporate Social Responsibility, Investor Sentiment, Financial Performance, Sector-

wise CSR, Environmental Initiatives, Emerging Economies, Strategic CSR, India.

1. INTRODUCTION

In today's more competitive and socially aware global business landscape, Corporate Social
Responsibility (CSR) has evolved beyond its historical roots in philanthropy to become a strategic
necessity driving corporate decision-making, stakeholder relations, and sustained financial
performance. Contemporary consumers, employees, and investors look for companies to conduct
business in a socially responsible way—going beyond making profit—to benefit the environment,
people, and ethical governance. Companies that embed CSR within their core strategy not only
complete their responsibilities to society but also create reputational capital, improve employee
loyalty, and create stakeholder relationships. From carbon footprint reduction and fair labor
conditions to community welfare contributions and corporate transparency, CSR activities are now

being viewed as critical enablers of corporate value creation and competitive success.

A key mediating factor between the connection of CSR and financial performance is investor
sentiment. Investor sentiment can be described as investors' attitudes, perceptions, and emotional
reactions to the behavior and performance of a firm. If companies are viewed to be sincerely
devoted to socially responsible actions, they tend to benefit from heightened investor confidence,
which may find expression in more valuable stock valuations, less perceived risk, and greater
capital availability. On the other hand, token or fake CSR initiatives will instead be received
skeptically, which will lower the enthusiasm of the investors and ultimately lower financial
performance. This paper seeks to critically analyze the mediator role of investor sentiment between
CSR activities and firm financial performance. Specifically, it examines how investor preferences

vary across different CSR categories—environmental efforts, social welfare initiatives, and ethical
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leadership—and how these change depending on the industrial sector in which CSR investment is

being made.

The salience of this question is especially acute in developing economies like India, where the
regulatory and social environment surrounding CSR has been rapidly changing. India's Companies
Act of 2013, for instance, compels CSR expenditures for specific companies, making the nation a
lone case study in the institutionalization of corporate responsibility. Here, knowing the impact of
CSR initiatives on investor behavior can provide useful insights on the strategic application of
CSR in maximizing social return as well as financial performance. By connecting theoretical
frameworks of CSR with empirical information on investor sentiments, this study adds to the
general debate surrounding sustainable business practice. It also has key practical implications for
corporate executives, policymakers, and investors who want to reconcile profitability with good

governance so that CSR is an embedded and quantifiable part of corporate achievement.

2. LITERATURE REVIEW

Jeffrey, Rosenberg, and McCabe (2019) examined the impact of Corporate Social Responsibility
(CSR) conduct on corporate reputation. Their study concluded that firms practicing consistent and
open CSR behavior were more likely to benefit from improved reputational results. They
contended that stakeholders, such as investors, increasingly link CSR participation with trust and
ethical values, thus enhancing overall company perception. The research highlighted the image
advantages of CSR as a strategic asset that potentially had an indirect role to play in financial

performance through enhanced stakeholder commitment and public reputation.

Jha and Rangarajan (2020) investigated the causal link between corporate sustainability
performance and financial performance in the Indian corporate world. Their research brought to
light the fact that companies with better sustainability practices tended to have better financial
results, which indicated a positive relationship. They stressed that incorporating environmental,
social, and governance (ESG) principles into core business models helped to generate long-term

shareholder value, thereby justifying the business case for CSR in emerging markets.
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Keles and Cetin (2018) examined the relationship between corporate social responsibility,
investor sentiment, and stock return. The research showed that investor sentiment was a mediating
factor in projecting the financial returns of companies pursuing CSR activities. The research
showed that positive investor sentiment could enhance the market capitalization of socially
responsible companies, hence strengthening the financial advantage of CSR undertakings when

properly communicated to stakeholders.

Mahrani and Soewarno (2018) examined the impact of good corporate governance and CSR on
financial performance, with earnings management as an intervening variable. They concluded that
CSR and governance mechanisms were both positively related to financial performance, but
earnings management attenuated the strength of this association. Their research highlighted the
need for transparency and ethical disclosure to ensure that CSR initiatives are channelled into real
financial payoffs and not mere corporate signalling.

Magbool and Zameer (2018) performed an empirical study of Indian banks to test the effect of
CSR on financial performance. Their findings showed a strong positive relationship between CSR
activities and major financial metrics like return on assets (ROA) and return on equity (ROE). The
research validated the idea that strategic CSR investments not only enhance reputation and

stakeholder trust but also increase profitability in the long term.
3. RESEARCH METHODOLOGY

The present study utilized a descriptive research design to explore the relationship between
Corporate Social Responsibility (CSR) initiatives and financial performance through investor
sentiment. Information was gathered using an online structured questionnaire sent to 150
purposively sampled investors consisting of individual investors and finance professionals.
Preferences of CSR categories and sector-wise CSR impact were asked in the survey. Descriptive
statistics, frequency tables, and bar charts were employed to describe the data and highlight key
trends. Although the research provides useful insights, it is weakened by purposive sampling and

dependence on self-reported response, which could introduce bias.

102 |Page



® Airo International Journal ISSN: 2320-3714
AI r. Peer-Reviewed Volume:2  Issue:1
Multidisciplinary April 2025
Impact Factor:11.9
Subject: Commerce

3.1.Research Design

The research employed a descriptive research design to critically analyze the linkage between
Corporate Social Responsibility (CSR) activities and financial performance in the context of
investor sentiment. This design was suited to understand trends in investor preference and attitudes
towards CSR expenditure in various industries. Through the use of both quantitative data and
descriptive analysis, the research sought to gain insights into how CSR shapes investor decision-

making and perceptions of corporate worth.
3.2.Data Collection Method

The information employed in this research was gathered using a systematic questionnaire survey
administered to a sample of investors. The questionnaire contained closed-ended questions that
elicited preferences for different CSR categories—e.g., Environmental Initiatives, Social Welfare,
and Ethical Governance—and the perceived impact of CSR expenditure across different industrial
sectors. The main method of data gathering was online, utilizing electronic survey tools to facilitate

ease of response and wider accessibility.
3.3.Sampling Technique and Sample Size

A purposive sampling method was employed to recruit participants actively engaged in investment
decisions, including individual investors, portfolio managers, and financial analysts. The sample
was comprised of 150 respondents, selected to reflect a diverse and representative group of
investor viewpoints across industries. The sample comprised participants with different
professional backgrounds and investment interests to achieve an exhaustive outlook of CSR

sentiment.
3.4.Data Analysis Techniques

Descriptive statistical methods were utilized to examine the data, and outcomes were reported in

frequency tables and percentage distributions. Graphical illustrations, like bar graphs, were utilized

103 |Page



Airo International Journal ISSN: 2320-3714

@
AI r. Peer-Reviewed Volume:2  Issue:1
Multidisciplinary April 2025
Impact Factor:11.9

Subject: Commerce
to facilitate interpretability as well as visualize investor opinion and sector-wise sentiment patterns.
The analysis yielded a clear insight into which CSR areas and industry-specific initiatives had the

most substantial impacts on investor opinion.
3.5.Limitations

Although the study offers useful insights, it is limited by the use of purposive sampling, which
may introduce selection bias. Also, the results are derived from self-reported data, and therefore,
may be prone to personal interpretation or bias. Nevertheless, the pervasive patterns evident in

different CSR categories and industries are supportive of general conclusions.
4. DATA ANALYSIS AND INTERPRETATION

Table 1 shows statistics of investor preferences towards different types of Corporate Social
Responsibility (CSR) initiatives. Of the 150 investors polled, 42% favored Environmental
Initiatives, and it was the most popular CSR area of focus. Social Welfare initiatives were second
with 32%, followed by 18% favoring Ethical Governance activities like transparency and anti-
corruption. Interestingly, 8% of the respondents showed no particular preference for any CSR
category. Figure 1 diagrammatically illustrates this distribution, noting the prevalence of

environmental issues in forming investor perception.

Table 1: Investor Preference by CSR Category

CSR Focus Area Investors Supporting Percentage
Environmental Initiatives 63 42.0%
Social Welfare 48 32.0%
Ethical Governance 27 18.0%
No Preference 12 8.0%
Total 150 100%

Sources: Self-Generated
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Figure 1: Graphical representation of Investor Preference by CSR Category

The evidence here is clear: environmental sustainability ranks as a core driver of investor sentiment
toward CSR. This shift mirrors the international focus on climate responsibility and
environmentally friendly business strategies. The interest in Social Welfare (32%) indicates that
investors also appreciate those companies that benefit society and society at large through
community development and social welfare. While Ethical Governance is less preferred (18%), it
remains highly relevant, especially for industries that emphasize transparency and ethical behavior.
The 8% of the investors with no preference might comprise those who have more emphasis on
financial performance over alignment with CSR. Overall, the results imply that firms willing to

gain investor trust should consider environmental and social contributions in CSR policies.

Table 2 shows the industry-by-industry detail of the effect of CSR expenditure on favorable
investor sentiment across the top five industries. Among 150 investors surveyed, 26% expressed
favorable sentiment towards CSR expenditure in the Manufacturing industry, the most impactful
industry in creating investor opinion. It is closely followed by the Energy & Utilities sector with
24% and IT & Technology at 20%. The FMCG sector contributes 16%, and the Financial Services
sector contributes the least at 14%. Figure 2 depicts these results graphically, visually comparing

the degree of investor sentiment driven by CSR activities by sectors.
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Table 2: Sector-wise CSR Spending Influence on Investor Sentiment

Sector Positive Investor Percentage
Sentiment (N)

IT & Technology 30 20.0%
Manufacturing 39 26.0%
Financial Services 21 14.0%
FMCG 24 16.0%
Energy & Utilities 36 24.0%
Total 150 100%

Source: Self-Generated
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Figure 2: Graphical representation of Sector-wise CSR Spending Influence on Investor

Sentiment

The findings emphasize that CSR activities by the Manufacturing and Energy & Utilities industries
are viewed more positively by investors. This is perhaps because these industries have traditionally
had high social and environmental footprint, leading investors to react positively when firms

within these industries show responsibility by investing in CSR. The IT & Technology industry
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also receives significant investor support, perhaps because digital sustainability and ethical tech
practice are increasingly becoming more important. Financial Services, on the other hand, gets the
least boost in investor sentiment from CSR activities, perhaps because CSR in this industry is less
apparent or less directly connected to operational influence. These findings imply that the sector
context strongly determines CSR expenditure perception and that companies within high-impact

sectors are best positioned to tap CSR in support of drawing in and sustaining investor confidence.

5. CONCLUSION

The outcomes of this research highlight the strategic importance of Corporate Social
Responsibility (CSR) in affecting investor attitude and influencing financial results.
Environmental activities were the most popular CSR category, indicating increased investor
demand for sustainability-oriented corporate action. Sector-by-sector analysis found that CSR
spending in Manufacturing and Energy & Utilities elicits the most favorable investor sentiment,
probably because they have direct social and environmental implications. On the other hand,
industries such as Financial Services elicited comparatively less investor responsiveness towards
CSR initiatives. Overall, the study determines that bringing CSR strategies into alignment with
investor expectations—most especially in high-impact sectors and environmental categories—can
act as an incredibly potent force to strengthen corporate reputation, drive investment, and cultivate

long-term financial health.
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