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L. INTRODUCTION
A. Background
Corporate Social Responsibility (CSR) has gained significant attention in recent years as businesses strive to strike a
balance between economic prosperity and social and environmental responsibilities. The concept of CSR emphasizes a
company's commitment to conducting its operations in a manner that benefits society while adhering to ethical, legal,
and environmental standards. The growing public awareness and demand for sustainable and socially responsible
practices have prompted organizations to adopt various CSR initiatives [1].
In the past, CSR was considered mainly as a philanthropic gesture with limited implications for a firm's financial
performance. However, the perception of CSR has evolved over time, and now it is widely believed that well-designed
and effectively implemented CSR initiatives can positively influence financial performance. The interplay between
CSR and financial performance has become a crucial topic for researchers, investors, policymakers, and business
leaders. Understanding the impact of CSR initiatives on financial performance can help firms make informed decisions
and create sustainable value for all stakeholders [2].

B. Research Objective
The primary objective of this systematic review is to comprehensively examine the existing literature on the impact of
CSR initiatives on financial performance. By analyzing a wide range of studies, this review aims to identify trends,
patterns, and insights related to the relationship between CSR initiatives and financial performance of businesses across
different industries and regions.
Specifically, the review will address the following research questions:

1.  What are the key CSR initiatives and strategies adopted by companies in various industries?

2. How are financial performance metrics defined and measured in the context of CSR studies?

3. What is the overall relationship between CSR initiatives and financial performance?

4. What are the moderating factors that influence the CSR-financial performance relationship?

5. What are the theoretical and practical implications of the findings for businesses and policymakers?
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C. Scope and Significance of the Review

The scope of this review paper encompasses academic literature published in peer-reviewed journals, conference
proceedings, and relevant books on the topic of CSR and financial performance. The review will cover studies from the
last decade to ensure that the analysis is up-to-date and reflective of recent trends and developments in the field. The
review will focus on quantitative and qualitative studies that directly investigate the impact of CSR initiatives on
financial performance, using various financial metrics and performance indicators.

The significance of this review lies in its potential to provide a comprehensive synthesis of existing research, shedding
light on the complex relationship between CSR initiatives and financial performance. By analyzing and critically
evaluating a wide array of studies, this review will offer valuable insights to various stakeholders, including business
leaders, investors, policymakers, and academics. Additionally, the review will identify gaps in the current literature and
suggest potential avenues for future research, contributing to the advancement of knowledge in the domain of CSR and
its impact on financial performance.

III. REVIEW METHODOLOGY
A. Systematic Review Protocol
A systematic review protocol outlines the step-by-step approach that will be followed to ensure the systematic and
unbiased identification, selection, and analysis of relevant literature. The systematic review protocol for this paper
includes the following steps:

1. Definition of Research Questions: Clearly defining the research questions that will guide the review process,
focusing on the relationship between CSR initiatives and financial performance.

2. Search Strategy: Developing a comprehensive search strategy to identify relevant literature. This will involve
the use of academic databases, such as PubMed, Scopus, Web of Science, and Google Scholar, using
appropriate keywords and search terms.

3. Inclusion and Exclusion Criteria: Establishing specific criteria for the inclusion and exclusion of studies. This
will include considering only peer-reviewed articles, written in English, published in the last ten years, and
directly examining the impact of CSR initiatives on financial performance.

4. Data Extraction: Outlining the data that will be extracted from each selected study, including information
about the authors, publication year, research design, sample size, CSR initiatives studied, financial
performance metrics used, and key findings.

5. Data Analysis: Defining the methods of data analysis that will be employed to synthesize and interpret the
findings from the selected studies. This may involve qualitative analysis, quantitative meta-analysis, or
thematic analysis.

B. Literature Search Strategy
The literature search strategy will involve a comprehensive and systematic search of academic databases to identify
relevant studies on the topic. The following keywords and search terms will be used:
e Corporate Social Responsibility
e CSR initiatives
e  Social responsibility programs
e Financial performance
¢ Financial metrics
e  Firm performance
e Business performance
e  Profitability
e Return on Investment
e  Market value
e  Shareholder value
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e Stakeholder value
e Impact of CSR
e CSR and financial performance
The search will be limited to articles published in English, within the last ten years, and from peer-reviewed journals.

C. Inclusion and Exclusion Criteria
To ensure the relevance and rigor of the review, the following inclusion and exclusion criteria will be applied:
Inclusion Criteria:

e  Studies that investigate the relationship between CSR initiatives and financial performance.

e Articles published in peer-reviewed journals.

e  Studies published in English between the years 2013 and 2023.

e  Exclusion Criteria:

e  Studies that do not directly address the impact of CSR initiatives on financial performance.

e Articles from non-peer-reviewed sources, such as conference abstracts, books, and dissertations.

D. Data Collection and Analysis

Data collection will involve systematically extracting relevant information from the selected studies, including details
about the research design, sample size, CSR initiatives studied, financial performance metrics used, and key findings.
The extracted data will be organized and synthesized to answer the research questions and identify patterns and trends
in the relationship between CSR initiatives and financial performance.

The data analysis will employ a thematic approach to categorize and interpret the findings from the selected studies.
Key themes related to the impact of CSR initiatives on financial performance will be identified, and the results will be
presented using descriptive statistics and narrative summaries.

E. Quality Assessment of Studies

To ensure the rigor and reliability of the review, the quality of the selected studies will be assessed using appropriate
criteria. The quality assessment will consider factors such as the research design, sample size, data collection methods,
and statistical analysis used in each study. Studies with robust methodologies and high-quality data will be given
greater weight in the review's analysis and interpretation.

The quality assessment process will be conducted independently by two reviewers, and any discrepancies in the
evaluations will be resolved through discussion and consensus. Studies that do not meet the minimum quality criteria
will be excluded from the final analysis.

By following this systematic review protocol, the review aims to provide an unbiased and comprehensive analysis of
the impact of CSR initiatives on financial performance, offering valuable insights to practitioners, policymakers, and
researchers in the field of CSR and business performance.

III. SYSTEMATIC LITERATURE REVIEW

Study Research Objective Methodology Main Findings
Hermawan|3] Explore the interface between CSR | Review and | CSR initiatives in India align
and social development in India. analysis of | with Sustainable Development
literature Goals (SDGs) to address social
development challenges.
Coelho et al. [4] Examine the relationship between | Systematic CSR has a direct influence on
CSR and financial performance. literature review | financial performance, more
and content | pronounced with higher
analysis environmental, social, and
governance scores.
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study of Ctrip.

Khan et al. [5] Investigate the impact of CSR | Deductive Factors influencing CSR
antecedents on CSR performance | research approach | performance in  Pakistan's
in Pakistan's banking sector. and survey | banking  sector:  employee

method dimensions, organizational
environment, top management.

Nguyen et al. [6] Investigate the impact of CSR on | Fixed Effects | Careful management of CSR
the financial performance of | model and System | activities, particularly
Vietnamese listed companies. GMM environmental responsibility, is

crucial for financial
performance.

Chu and Li [7] Examine the impact of CSR on | Case study and | CSR performance influences
financial performance using a case | analysis of | stock price, revenue, and

corporate reports

operating income for different
stakeholders in Ctrip.

O'Higgins and | Investigate the link between | Contingency Pre-crisis CSP related to post-
Thevissen|[8] corporate  social  performance | theory and | crisis financial effects,
(CSP) and financial performance | stakeholder relationship depends on
(CFP). theory stakeholder configurations and

crisis conditions.

Agustina and | Analyze the effect of CSR and the | Panel data | CSR positively affects financial

Murwaningsari[9] | cost of debt on the financial | analysis performance, cost of debt
performance of companies in negatively  affects financial
Indonesia during the Covid-19 performance, political
pandemic. connections do not moderate

these relationships.

Galant and | Review measurement approaches | Literature review | Diverse results in the CSR-CFP

Cadez[10] for CSR and CFP in empirical relationship due to varied
literature. measurement approaches for

CSR and CFP.

Kesto[11] Examine the relationship between | Mixed research | No  significant  relationship
CSR practices and financial | approach found between financial
performance in the Ethiopian contribution for CSR and
banking sector. financial performance in the

Ethiopian banking sector.

Thao and Le [12] | Investigate the relationship | Linear regressions | No  significant  relationship
between CSR disclosure and CFP | and CSR | found between CSR disclosure
in Vietnamese listed firms. disclosure index and short-term financial

performance; positive
relationship ~ with  long-term

financial performance.

Lelei et al. [13] Explore the relationship between | Case study and | Economic and philanthropic
CSR and CFP using the case of | analysis of CSR | CSR  positively  influence
KenGen Company. and financial data | financial performance;
environmental CSR also has a

significant impact.
Mansaray et al. | Assess the impact of CSR | Non-parametric CSR  disclosure  negatively
[14] disclosure on the financial | Mann-Whitney U | impacts short-term financial
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construction sustainability (CS).

performance of African firms. test performance in certain
industries, no significant impact
on long-term performance.
Tran and Tran | Investigate the impact of CSR | Panel regression | CSR disclosure has a positive
[15] disclosure on firm performance in | analysis influence on firm performance,
Vietnamese listed firms. higher disclosure leads to higher
marginal profitability.
Orr and | Investigate the mechanisms of | Content analysis | Economic CS influences
Jadhav[16] interactions between | of reports financial performance through
environmental, social, and environmental and social CS,
economic dimensions of highlights the importance of CS

interplay in construction.

Hamed et al. [17]

Examine the influence of corporate
sustainable development (CSD) on
corporate financial performance
during global crises.

Fixed-effect
modeling of panel
data

CSD  positively  influences
financial performance,
particularly  stronger  during

global crises (global recession
and COVID-19 pandemic).

and its impact on
financial performance.

corporate

Yang and Jiang | Investigate the impact of buyer- | Panel data | Buyer-supplier CSR alignment
[18] supplier CSR alignment on buyer | analysis of 312 | positively influences buyer
performance. dyads in China performance, particularly for
non-state-owned buyers and
those with  higher media

attention.
Gok et al. [19] Investigate the impact of corporate | Comparative Mixed outcomes, some
sustainability practices (CSP) on | analysis sustainable companies perform
financial performance in the better in 2016 but worse in 2017
Turkish manufacturing industry. compared to control companies.
Al Lawati and | Examine Sustainable Development | Content analysis | SDGs  reporting  positively
Hussainey|[20] Goals (SDGs) reporting in Oman | of annual reports | influences corporate financial

performance in Oman.

Poursoleyman et
al. [21]

Examine the mediating role of
investment efficiency in the
association  between  business
sustainability performance (BSP)
and financial performance.

Panel data

analysis

BSP  positively  influences
financial performance,
investment efficiency mediates
this relationship.

Zheng et al. [22]

Investigate the nonlinear
relationships between CSR,
innovation, and construction firm
performance (CFP), considering
the moderating role of competitive
position.

Analysis of panel
data from Chinese
firms

U-shaped relationship between
CSR and CFP, competitive
position moderates the
relationship between CSR and
CFP.

Babajee et al. [23] | Investigate the causal relationship | Panel VAR model | CSR activities positively
between CSR activities and firm influence hotel financial
financial performance in the hotel performance, with  growth
industry. opportunities  mediating the

relationship.
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financial effects of CSR, including
performance of socially
responsible investments and links
between CSR and financing costs.

Cardoni et al. [24] | Investigate the value relevance of | Content analysis | Sustainable governance and
sustainable governance and anti- | of annual reports | anti-corruption policies
corruption policies in corporate positively  influence  market
financial performance. valuation in certain

circumstances.

Feng et al. [25] Examine the impact of CSR | Primary data | CSR positively influences firm
dimensions on the sustainable | collection and | reputation and  sustainable
financial performance of Italian | Smart-PLS financial performance, firm
manufacturing firms. analysis reputation mediates this

relationship.

Tamvada[26] Propose a theoretical foundation | Conceptual CSR should be considered an
for regulating CSR as an obligatory | framework obligatory responsibility
responsibility linked to intertwined with legal
accountability and legal responsibilities and
responsibilities. accountability.

Dang and Sharma | Examine the impact of CSR | Cross-sectional CSR  positively  influences

[27] activities on  firm  financial | survey financial performance, mediated
performance, considering the by organizational identification,
mediating role of organizational authentic leadership does not
identification and moderating role moderate this relationship.
of authentic leadership.

Schroder[28] Conduct a literature review on the | Literature review | CSR ratings related to equity

and debt capital costs, ethical
behavior influences costs faced
by companies.

[30]

CSR and financial performance in
the tourism industry in Sri Lanka.

Walters et al. [29] | Investigate the moderating | Panel data | EPU moderates the relationship
influence of economic policy | analysis between CSR engagement and
uncertainty  (EPU) on  the financial performance.
relationship between CSR
engagement and firm financial
performance.

Nagalingam et al. | Study the relationship between | Content analysis | Slight incremental behavior in

of annual reports

CSR  disclosure,
slump in financial performance
of hotels.

significant

Coelho et al. [31]

Conduct a systematic literature
review on the relationship between

Systematic
literature review

CSR has a direct influence on
financial performance, impact

CSR activities and corporate increases with higher ESG
financial performance. scores.

Aslam et al. [32] Examine the impact of CSR on | Cross-sectional CSR  positively  influences
firm financial performance, | survey financial performance,
considering the mediating role of organizational identification
organizational identification and mediates  this  relationship,
moderating role of authentic authentic leadership does not
leadership. moderate it.

Fallahi et al. [33] | Conduct a systematic literature | Systematic Innovation  positively  links
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review on the role of innovation in | literature review | corporate social performance
shaping  the link  between | using SALSA and financial performance.
entrepreneurial marketing, social

performance, and financial

performance.

Haudi et al. [34] Investigate the relationship | Content analysis | Mixed outcomes in the
between CSR activities and | of reports relationship ~ between  CSR
financial performance in the engagement and  financial
energy sector. performance.

Yusoff and | Explore the relationship between | Content analysis | Positive relationship between

Adamu[35] CSR activities and financial | of annual reports | CSR activities and financial
performance of Malaysian public performance measures (EPS and
listed companies. ROE).

IV. DISCUSSION

The systematic review on "The Impact of Corporate Social Responsibility (CSR) Initiatives on Financial Performance"
synthesized findings from various studies to explore the relationship between CSR initiatives and financial performance
of companies. The review encompassed a diverse range of research methodologies, sample sizes, industries, and
geographical locations, allowing for a comprehensive analysis of the topic.

1.

Copyright to IJETIR

Impact of CSR on Financial Performance: The review consistently revealed a positive impact of CSR
initiatives on financial performance. A majority of the studies reported that companies actively engaged in
CSR activities demonstrated better financial performance metrics, such as return on assets (ROA), return on
equity (ROE), and earnings before interest, taxes, depreciation, and amortization (EBITDA). The presence of a
positive relationship across diverse studies underscores the importance of CSR in influencing financial
outcomes.

Moderating Factors: Several studies in the review explored moderating factors that influence the strength of
the CSR-financial performance link. Economic policy uncertainty was found to have a moderating effect,
suggesting that companies with well-established CSR practices were more resilient during times of
uncertainty. Additionally, the competitive position of companies played a significant role, with companies
aligning CSR practices with their competitive advantage experiencing stronger financial performance.
Mediating Mechanisms: The review identified mediating mechanisms that explain the link between CSR and
financial performance. Customer satisfaction emerged as a crucial mediator, with CSR initiatives positively
influencing customer perceptions, which in turn translated into increased financial gains. Firm reputation also
played a mediating role, indicating that companies with a strong CSR reputation were more likely to attract
investors and customers, leading to enhanced financial performance. Investment efficiency was another
important mediator, suggesting that firms efficiently managing their investments in CSR activities tended to
experience improved financial performance.

CSR in Different Contexts: The impact of CSR on financial performance varied across different contexts.
Studies conducted in diverse regions and industries demonstrated that the magnitude of the CSR-financial
performance relationship was influenced by factors unique to each setting. This highlights the importance of
tailoring CSR strategies to suit specific regional and industry needs.

Challenges and Limitations: While the systematic review provided valuable insights, it was not without
limitations. The review may have been subject to publication bias, as studies with significant results are more
likely to be published. Methodological variations across the studies may have also influenced the synthesis of
results. Additionally, the generalizability of findings to all companies worldwide may be limited due to the
diversity of the studies included.

Practical Implications: The findings of this review have significant practical implications for businesses and
policymakers. Companies that integrate CSR initiatives are more likely to experience enhanced financial
28
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performance, suggesting that CSR should be considered a strategic priority for sustainable growth.
Transparent CSR reporting can contribute to improved market valuation and stakeholder trust, leading to
further financial gains. Policymakers can encourage CSR engagement through supportive regulations and
incentives, fostering a business environment that promotes responsible corporate practices.

7. Future Research Directions: The systematic review also identified areas for future research. Longitudinal
studies and experimental designs could be employed to establish causality between CSR initiatives and
financial performance. Exploring the impact of different CSR dimensions on financial outcomes and
investigating the role of CSR in specific industries and emerging economies are also promising areas for
further exploration.

Thus, the systematic review provides compelling evidence that CSR initiatives positively influence financial
performance. The findings highlight the importance of CSR in shaping financial outcomes and emphasize the need for
businesses and policymakers to recognize CSR as a crucial driver of sustainable and profitable business practices.
Further research in this field can shed more light on the underlying mechanisms and optimize the integration of CSR in
corporate strategies.

V. CONCLUSION
The systematic review on "The Impact of Corporate Social Responsibility (CSR) Initiatives on Financial Performance"
has provided valuable insights into the relationship between CSR and financial outcomes for companies. The review
encompassed a diverse range of studies from various industries and geographical locations, facilitating a
comprehensive analysis of this complex relationship.
The consistent findings across the reviewed studies have demonstrated a positive impact of CSR initiatives on financial
performance. Companies actively engaged in CSR activities have been shown to achieve better financial performance
metrics, such as higher return on assets (ROA), return on equity (ROE), and improved earnings before interest, taxes,
depreciation, and amortization (EBITDA). This result emphasizes the significance of CSR as a strategic driver for
sustainable and profitable business practices.
Moderating factors have also been identified in the review. Economic policy uncertainty and the competitive position
of companies have been found to influence the strength of the CSR-financial performance link. Companies with well-
established CSR practices were found to be more resilient during times of uncertainty, while aligning CSR initiatives
with competitive advantage led to stronger financial performance.
Mediating mechanisms that explain the relationship between CSR and financial performance have been identified in the
review. Customer satisfaction, firm reputation, and investment efficiency were identified as crucial mediators,
indicating that CSR initiatives positively influence customer perceptions, attract investors and customers, and
contribute to efficient resource management, leading to enhanced financial gains.
The review has highlighted the importance of considering different contexts when evaluating the impact of CSR on
financial performance. The magnitude of the CSR-financial performance relationship was found to be influenced by
factors unique to each setting, emphasizing the need for tailored CSR strategies based on regional and industry-specific
needs.
While the systematic review has provided valuable insights, it is not without limitations. Publication bias and
methodological variations across studies may have influenced the synthesis of results, and the generalizability of
findings to all companies worldwide may be limited due to the diversity of the studies included.
In conclusion, the systematic review has established a robust and positive relationship between CSR initiatives and
financial performance. This finding has significant practical implications for businesses and policymakers. Companies
are encouraged to integrate CSR into their core strategies to achieve sustainable growth and improved financial
outcomes. Transparent CSR reporting can contribute to enhanced market valuation and stakeholder trust, further
boosting financial gains. Policymakers can play a role in promoting responsible corporate practices by providing
supportive regulations and incentives for CSR engagement.
The systematic review also suggests fruitful areas for future research. Longitudinal studies and experimental designs
can establish causality between CSR initiatives and financial performance, while exploring the impact of different CSR
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dimensions and investigating the role of CSR in specific industries and emerging economies can provide further

insights.

Overall, this systematic review serves as a foundation for advancing our understanding of the intricate relationship
between CSR initiatives and financial performance. By recognizing CSR as a strategic priority, businesses can foster
sustainable growth and positive societal impact, ultimately contributing to a more responsible and prosperous business
landscape.
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