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Abstract: The corporate social responsibility (CSR) performance of a company enhances a company’s 
credibility, thereby influencing the perception of its stakeholders in improving the corporate reputation 
of a company. This study examines this claim by empirically investigating the CSR performance of India’s 
top 100 companies and its impact on their reputational status. We have employed the panel-corrected 
standard error model by controlling companies’ financial performance, size, age, and market risk to 
analyze the impact of CSR performance on reputation. The result of the analysis is contradictory to 
the common belief that CSR positively impacts reputation building. Although this study is not novel in 
nature, it is incremental to the current literature as this study is conducted from an Indian perspective 
(where no study has been conducted as per our knowledge). This study uses data that are more objective 
and concrete than those of previous studies, making this study another valuable addition to the extant 
literature as it is an improvement over the previous study.
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INTRODUCTION

In the new era of globalization and the increasing demands of the stakeholders, the companies must put extra 
effort to meet the needs of the hour. Demands are not limited to the main products or services directly offered 
in the market but have extended to the social behavior of the company. Social behavior is now judged by the 
stakeholders in the matter of information disclosed by the company in its social reports. Companies now disclose 
information on CSR performance either due to statutory mandates or to make themselves more visible to their 
stakeholders (Axjonow et al., 2018). CSR performance in the form of disclosure of information in the social report 
of companies lead to companies being better identified among its stakeholders, creating greater commitment 
on their part towards the company which ultimately leads their way to enhanced reputation (Sen et al., 2006; 
Garg  &  Gupta,  2021). However, there exist some alternating views where CSR is considered as a wasteful 
activity of the company resources (Moser & Martin, 2012). CSR is an essential component for reputation building 
(Johnson et al., 2018). CSR is found to have many benefits like increasing financial performance, employee 
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commitment (Harvey & Schaefer, 2001), and competitive advantage (Melo & Garrido-Morgado, 2012). From the 
customer point of view, CSR augments customer trust (Kim, 2019), customer satisfaction (Maden et al., 2012), 
increases purchase intentions (Creyer, 1997), enhances brand loyalty (Maignan et al., 1997), and creates more 
sympathy and lowers anger towards the company (Assiouras et al., 2011). Beyond customer context, CSR can 
act as an insurance agent warding against the negative effects (Godfrey et al., 2009) and generating higher 
goodwill (Orlitzky et al., 2003). Therefore, reputation is a justification to the various CSR initiatives undertaken 
by the company with the argument that they improve the firm’s image and strengthen the brand (Porter & 
Kramer, 2006).

Reputation can be termed as the aggregate picture of stakeholder’s judgment of the firm over time 
(Fombrun & Shanley, 1990) or as a “social approval asset” that signals the stakeholders’ perception about 
the firm’s ability to create value in comparison to its competitors (Pfarrer et al., 2010). Corporate reputation 
is found to be a key intangible asset when it comes to firm’s success (Aksak et al., 2016). Reputation is that 
invisible tool of the company that brings various favorable consequences like increased profitability, enables 
companies to charge premium prices, attracts and retains customers and investors along with enhanced access 
to the global markets (Fombrun & Shanley, 1990; Roberts & Dowling, 2002). Therefore, reputation is associated 
with numerous benefits and is often considered as a company’s one of the most integral intangible assets, 
making it a necessity for the company to nurture, maintain and work towards developing it. For companies 
to project a favorable corporate image reputation can prove to be an ideal strategic or investment tool  
(McWilliams et al., 2006). Considering this, we can say that reputation can largely be derived from the firm’s 
ability to fulfil stakeholder interests.

CSR activities of a company can favorably be translated into the reputation of a company (Gomez-Trujillo  
et al., 2020). Many empirical pieces of research have supported this claim by proving a positive association 
between CSR activities and corporate reputation (Fombrun & Shanley, 1990; Irfan et al., 2018; Lai et al., 2010; 
Stanaland et al., 2011). CSR activities lead stakeholders to better identify themselves with the company and build 
better commitment leading to a positive evaluation of the company (Axjonow et al., 2018). A strong CSR practice 
gains trust from different stakeholders as it is an indicator of good-quality management (Zhu et al., 2014). 

We can draw an explanation of the relationship between CSR and reputation from numerous theories. 
Agency Theory focuses on information asymmetry between the company and different stakeholders  
(Clarkson et al., 2008; Martínez-Ferrero et al., 2016). CSR disclosure reduces such asymmetries and augments 
the reputation building of a company. Legitimacy Theory purports that by practicing CSR activities the company 
proves its legitimacy as a good corporate citizen. Integrating both theories lead us to Stakeholder Theory 
(Odriozola & Baraibar-Diez, 2017) which talks about expanding the vision of a company’s management beyond 
profit maximization for its shareholders and working for the interest of the different groups of stakeholders 
linked directly or indirectly with the company. Therefore, CSR is the mechanism to deal with the demands of 
the stakeholders and society at large. Corporate reputation can be thought of as a result of the perception of 
the stakeholders that arise due to the valuation of this CSR action (Smaiziene & Jucevicius, 2009). Furthermore, 
Signaling Theory also provides additional support to this relationship as CSR acts as a signaling tool of the 
company to provide information to its stakeholders to avoid information asymmetry. 

This study is an attempt to investigate and analyze this relationship between CSR and reputation empirically 
and draw a suitable inference in the context of India. We attempt to study the impact of CSR activities on the 
reputation by constructing one CSR index. Deducing from the underlying theories and majority of the empirical 
research we move with the assumption that CSR performance positively impacts the reputation of a company.  
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The significant increase in the importance of the social performance of companies justifies the study and 
interest in the topic. The choice of Indian companies was made because India is one of the tops among the 
emerging economies in the world and earlier studies were conducted in developed economies (Axjonow et al., 
2018; Johnson et al., 2018; Melo & Garrido-Morgado, 2012; Odriozola & Baraibar-Diez, 2017; Singh & Misra, 2021) 
giving us the picture that is prevalent there. Also, in recent times CSR have been made mandatory in India which 
has given birth to the thought to what extent CSR might have contributed towards reputation building. Prior 
research studies also present a mixed picture of the relationship between CSR and reputation. Therefore, this 
study although not novel, is incremental to the existing literature in the field from an Indian perspective (where 
no study has been conducted as per our knowledge). 

With this paper, we have tried to address the issues of previous research by capturing CSR performance 
both from the angles of quality and quantity by conducting a content analysis of the social reports of the 
companies and scored them against the social parameters set by GRI 4. Reputation is scored from 10 different 
dimensions namely innovation, use of corporate assets, long-term investment value, financial soundness, 
quality of management, quality of product and services, ethics and transparency, use of corporate assets, 
global competitiveness, and people practices, and talent management. The scoring methodology is based on 
an approach (Baruah & Panda, 2020) that is not only comprehensive to capture the perception of almost all the 
stakeholders but also relatively more objective in nature. For analyzing the impact of CSR performance on the 
reputation we have employed Panel Corrected Standard Error (PCSE) model. 

Additionally, this study might be of interest and help to practitioners and standard setters as it presents an 
important empirical contribution to the underlying theories. Also, recommendations for the companies can be 
obtained from the findings especially as to how and to what extent CSR information may be disclosed so that it 
aids in the augmentation of reputation.

METHODS

Different authors have used different methods and measures of reputation (Brammer & Millington, 2005; Chun, 
2005; Fombrun & Shanley, 1990; Kanto et al., 2016; Melo & Garrido-Morgado, 2012; Sánchez & Sotorrío, 2007; 
Zhang & Schwaiger, 2009); we use reputation which is computed by following the works of (Baruah & Panda, 
2020). The score is computed using appropriate proxies for different dimensions as follows (Table 1).

The values obtained on these 10 different dimensions are converted into a single composite score as 
indicated below by creating an equally weighted average which provides us with the measure of corporate 
reputation of a particular company. 

CRS = 
1
nå  V1 + V2 + V3 …Vn

Where CRS = Corporate Reputation Score and V1, V2, V3 …Vn are the parameters used in the model and n is the 
number of parameters.

CSR performance is captured by “Content Analysis” of the sample companies’ Sustainability Reports or 
Business Responsibility Reports. The extent of CSR performance of companies is measured by constructing 
a CSR Index based on the Global Reporting Initiative Guidelines 4. CSR index measures the CSR performance of 
a company. To assess the CSR performance in the CSR index we have employed a four-point summative scale 
ranging from 0 to 3. We have assigned the code as‘0’ if the item is not disclosed, ‘1’ if the GRI specified item is 
partly disclosed in the published report (most of the indicators/items specified in the GRI framework can be 
classified into sub-items, therefore, disclosing of even 1 sub-item qualifies as partial disclosure), ‘2’ if the item is 
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fully disclosed in descriptive form and ‘3’ for quantitative form (If the disclosed items cannot be expressed in 
quantitative terms, we have assessed these disclosed items in terms of their preciseness and clarity to assign 
the code ‘3’ otherwise ‘2’). CSR index is computed as the ratio of the computed total disclosure score obtained 
by a company to the maximum possible score (i.e., total number of items included in the index).

CSRIit = 
e
E

i

i

n

=
å

1

Where 
CSRI = Corporate Social Responsibility Index of company i at t period,
ei= computed total disclosure score,
E = maximum possible disclosure score.

Table 1 Measure for Corporate Reputation

Dimensions Proxies

Innovation R&D expenditure/ total expenditure

Quality of Management Managerial salary/ total salary

Financial soundness Return on Asset

Global Competitiveness Export/ total sales

Use of Corporate Assets Asset turnover ratio

Long term Investment Value Return on Invested Capital =Net profit after tax/ Invested capital (equity + long term debt)

People Practices and Talent 
Management

Human Capital Efficiency (HCE) = VA/HC, 
VA = OUT-IN, OUT is the total income generated by a company in a year and IN is the sum 
of all the expenses & HC is the total employee cost

Quality of Products or 
Services

Presence or absence of ISO 9001:2015 (score 1 for presence and 0 of absence of 
information)

Quality of Marketing Marketing expenditure/total sales

Ethics and Transparency Corporate Governance Index Score 

We further carried forward our analysis by checking the individual effect of the four broad parameters set by 
GRI while judging the impact of social performance on the companies’ reputations. The four broad parameters 
are Labor Practices and Decent Work performance (LPDWP) having 16 indicators, Human Rights performance 
(HRP) having 12 indicators, Society performance (SP) having 11 indicators, and Product Responsibility performance 
(PRP) having 9 indicators. For this purpose, the same methodology used to measure CSR is used.  We have 
employed a four-point summative scale ranging from 0 to 3. We have assigned the code as‘0’ if the item is not 
disclosed, ‘1’ if the GRI specified item is partly disclosed in the published report (most of the indicators/items 
specified in the GRI framework can be classified into sub-items, therefore, disclosing of even 1 sub-item qualifies 
as partial disclosure), ‘2’ if the item is fully disclosed in descriptive form and ‘3’ for quantitative form (If the 
disclosed items cannot be expressed in quantitative terms, we have assessed these disclosed items in terms of 
their preciseness and clarity to assign the code ‘3’ otherwise ‘2’). The Score for each parameter is computed as 
the ratio of the computed total disclosure score obtained by a company to the maximum possible score (i.e., 
total number of items included in the index).
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The relationship between CSR and CR may be affected by various exogenous variables. Therefore, prior 
literature has used several control variables. We in this study have controlled four variables: firm size, financial 
performance, firm age, and market risk. Firm size (FS) is measured as the natural log of market capitalization 
(Dang et al., 2018). Large firms are more visible than small firms and thus stakeholders tend to remember a large 
company more easily and readily than the smaller ones (Brammer & Pavelin, 2006; Fombrun & Shanley, 1990). 
Financial performance (FP) will be captured by the ratio market to book value (Roberts & Dowling, 2002). This 
ratio helps in capturing the beneficial effects of high performance by companies. Stakeholders may develop a 
favorable attitude towards financially successful firms than the companies who are financially unsuccessful. 
A firm’s age is the number of years between the date of incorporation of the firm and the date of the study 
(Zhu et al., 2014). Reputation is an accumulation of stakeholders’ perspectives over the years (Baruah & Panda, 
2020). The older the firm, the higher the reputation the company may enjoy. On the other hand, this notion may 
be found contradictory as reputation over the years may be positive, negative, or a combination of both leading 
to a company enjoying a stagnant reputation. Market risk (MR) is measured by the company’s beta coefficient 
(Fombrun & Shanley, 1990). As stakeholders are risk-averse, firms that offer less risk may show signs of a better 
reputation. On the contrary, some stakeholders may prefer to invest in high-risk companies as high risk renders 
high returns. The data for the control variables are collected from the corporate database “Capitaline Plus”, 
“ProwessIQ”, and the Indian financial portal “moneycontrol.com”. 

The top 100 listed companies are selected from BSE (Bombay Stock Exchange, the oldest in India) based 
on the market capitalization list of 2015. The top 100 companies are selected as they capture around 62% of the 
whole market share. The study covers a period of 5 years from 2015 to 2020. CSR performance data is collected 
from the year 2015 onwards and CR data has been collected from 2016 onwards. The sample companies are 
drawn from BSE 500 based on market capitalization, 2015; this was when the reporting of CSR activities was 
made mandatory under Section 135 of the Indian Companies Act, 2013 for these top 500 companies. CSR 
reporting was at its nascent stage where proper reporting and the resources for proper reporting of CSR may 
not have taken shape in the very first year and further disclosure takes some time to form perception among 
the readers. We have assumed the long-term effect of CSR performance and the related control variables on the 
reputation of a company, and accordingly reputation data was collected following a lag of a year.

To address the research questions, we regress corporate reputation (dependent variable) with CSR 
performance (independent variable) and several control variables, formulating the following regression models:

CRi, t = β0+ β1CSRi, t+ β2FSi, t+ β3FPi, t+ β4MRi, t + β5FAi, t + ei, t (eqn.1.)

CRi, t = β0+ β1LPDWPi, t+ β2FSi, t+ β3FPi, t+ β4MRi, t + β5FAi, t + ei, t (eqn.2.)

CRi, t = β0+ β1HRPi, t+ β2FSi, t+ β3FPi, t+ β4MRi, t + β5FAi, t + ei, t (eqn.3.)

CRi, t = β0+ β1SPi, t+ β2FSi, t+ β3FPi, t+ β4MRi, t + β5FAi, t + ei, t (eqn.4.)

CRi, t = β0+ β1PRPi, t+ β2FSi, t+ β3FPi, t+ β4MRi, t + β5FAi, t + ei, t (eqn.5.)

Before conducting the regression analysis, we ran a series of tests to evaluate the assumptions for 
regression analysis and its fit. To test the normality of the data Jarque Bera test was conducted and all the results  
(3.3, 2.9, 6.5, 3.1 and 2.1 in respective order of equations) being greater than .05 indicate that our data is normal. 
Multicollinearity among variables was assessed by using Variance Inflation Factor (VIF) and the test revealed 
the mean VIF as 1.33, 1.20, 1.10, 1.11, and 1.13 in respective order of the equations (all being < 10), indicating that 
multicollinearity is not a concern for the analysis (Johnson et al., 2018). Additionally, to test heteroscedasticity 
assumption the Breusch-Pagan/Cook-Weisberg test for heteroskedasticity was run. The p-values (0.0096, 
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0.0062, 0.0412, 0.0136, and 0.0026 in respective order of equations) obtained from the test revealed that the 
variables suffer from heteroscedasticity. Test for autocorrelation (using Wooldridge test of autocorrelation) 
revealed the existence of autocorrelation. To address these problems, we employed the Panel Corrected 
Standard Error (PCSE) model. SE estimates of PCSE model are robust to disturbances that are heteroskedastic, 
contemporaneously cross-sectionally correlated, and autocorrelated of type AR (1). In the econometric model, 
the reputation of the current year is regressed with the CSR index and control variables of the precedent year. 
By this lagging, we could evade the potential endogeneity issue (Melo & Garrido-Morgado, 2012) and isolate this 
study from the theories supporting two-fold proposition (Hillman & Keim, 2001).  

RESULTS AND DISCUSSION

Table 2 presents the descriptive statistics for all the variables used in this study. The mean value of reputation is 
recorded at 1.666613 and skewness at .277 demonstrating that the distribution is not far from symmetrical. The 
same can be observed in the case of firm size. The mean value of CSR is .2534583 signifies that Indian companies 
on average disclose only 25% of the items specified in the GRI framework. Also, the low average disclosure of 
LPDWP, HRP, SP, and PRP are 32%, 23%, 21%, and 21% respectively can be seen. The firm performance of Indian 
companies is much skewed as the observed value is high (3.036). The firm’s age ranges from 7-112 years.

Table 2 Descriptive Statistics

Variable Min Max Mean Skewness

CR -3.131096 4.66404 1.666613 .277

CSR 0 .8194444 .2534583 .880

LPDWP 0 .9166667 .324 .710

HRP 0 .8333333 .230778 .817

SP 0 .7878788 .2135758 1.297

PRP 0 .8148148 .2105926 1.270

Firmsize 7.043099 13.66932 10.63306 .148

Firmperformance .03 73.8 7.41676 3.036

Marketrisk .04 2.374 .9146774 .797

Firmage 7  112 46.58 .662

Source: Computed and compiled by the authors using STATA 16

Table 3 provides the correlation among variables included in our regression models. A negative correlation 
is obtained between Corporate Reputation and CSR (r = -0.179) significant at 1% level. A negative significant 
correlation at 1% level is observed in all the cases of LPDWP, HRP, SP, and PRP and Corporate Reputation  
(r = -0.175, -0.187, -0.142, and -0.187 respectively). Regarding our control variables, Corporate Reputation and 
market risk (r= -0.2270) are negatively correlated at a 1% level of significance. However, Corporate Reputation is 
positively correlated to firm size (r = 0.2350) and firm performance (r = 0.5166) (both at 1% level of significance) 
but maintains no correlation with firm age (r = 0.0289).
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Table 3 Correlation Matrix

CR CSR LPDWP HRP SP PRP Firm size Firm performance Market risk Firm age

CR  1

CSR -.179** 1

LPDWP -.175** .759** 1

HRP -.187** .682** .719** 1

SP -.142** .685** .711** .723** 1

PRP -.187** .704** .649** .615** .596** 1

Firm size .235** .244** .360** .212** .184** .247** 1

Firm performance .517** -.292** -.338** -.226** -.278** -.242** .023 1

Market risk -.227** .131** .167** .103* .138** .183** -.066     -.317** 1

Firm age .029 .104* .123** .113* .058 .178** .154** .032 .025 1

Source: Computed and compiled by the authors using SPSS
**. Correlation is significant at the 0.01 level (2-tailed).
*. Correlation is significant at the 0.05 level (2-tailed).

Table 4 provides the result of estimating all the equations using Panel Corrected Standard Error (PCSE) 
model. For eqn. 1 the estimated coefficient of CSR is statistically significant at a 5% level of significance. Thus, we 
find that there exists a negative significant relationship between Corporate Reputation and CSR. The result of 
estimating eqn. 2 revealed coefficient of LPWDP is statistically significant at a 1 % level of significance indicating 
that a negative significant relationship exists between Corporate Reputation and LPWDP. Estimating eqn. 3 
revealed coefficient of HRP is statistically significant at a 1% level of significance. Thus, we can say that there exists 
a negative significant relationship between Corporate Reputation and HRP. The estimated coefficient of SP is 
not statistically significant. Thus, we find that no significant relationship exists between Corporate Reputation 
and SP. The estimated coefficient of PRP is statistically significant at a 1% level of significance inferencing that 
there is a significant negative relationship between Corporate Reputation and PRP.  

Regarding our control variables, we find significance in the relationship of Corporate Reputation with 
firm size and firm performance (for all the equations). However, market risk and firm age, other explanatory 
variables, are not statistically significant (for all the equations). The R2 for all the equations in respective order 
are 38.53%, 38.93%, 39.36%, 38.26% and 39.13%. Estimates of Rho for all the equations are in the range -1 to 1.  

Our findings contrast the prior affirmations and indicate the contradictory, thus not accepting the null 
hypothesis that there exists a positive relationship between CSR performance and reputation. Additionally, 
the component parameters of CSR’s (as per GRI) LPWDP, HRP, and PR are also found to have a significant 
negative impact on reputation. Therefore, we draw the inference that CSR performance does not lead to 
reputation-building or enhancement. These results are consistent with the findings of another recent study  
(Axjonow et al., 2018; Singh & Misra, 2021).  
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Table 4 Result of Panel Corrected Standard Error

Variables Coefficient p-value

Equation 1

CSR -.4010291 0.039**

Firmsize .258673 0.000***

Firmperformance .0453566 0.000***

Marketrisk .0057617 0.961

Firmage -.003657 0.635

_cons -1.306946 0.018**

No. of observations                                                500

R2 0.3853

Wald chi-square (5)                                             107.46***

rho                                      .5651487

Equation 2 

LPDWP -.4470261 0.010***

Firmsize .2775495 0.000***

Firmperformance .0435737 0.000***

Marketrisk .0251232 0.830

Firmage -.0008987 0.686

_cons -1.477581 0.009***

No. of observations                                                500

R2 0.3893

Wald chi-square (5)                                             108.79***

rho      .5801311

Equation 3

HRP -.7326574 0.000***

Firmsize .2675667 0.000***

Firmperformance .045484 0.000***

Marketrisk .0102671 0.930

Firmage -.0007088 0.744

_cons -1.350707 0.014***

No. of observations                                                500

R2 0.3936

Wald chi-square (5)                                             123.61***

rho      .560201
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Equation 4

SP -.1765145 0.412

Firmsize .2531833 0.000***

Firmperformance .0461656 0.000***

Marketrisk .0128414 0.913

Firmage -.001341 0.547

_cons -1.313885 0.019**

No. of observations                                                500

R2 0.3826

Wald chi-square (5)                                             96.64***

rho      .5740413

Equation 5

PRP -.5933641 0.002***

Firmsize .2657236 0.000***

Firmperformance .0443215 0.000***

Marketrisk .0295509 0.801

Firmage -.0006596 0.771

_cons -1.389383 0.013***

No. of observations                                                500

R2 0.3913

Wald chi-square (5)                                             108.82***

rho      .5793769

Source: Computed and compiled by the authors using STATA 16
Note: *, ** and *** represent significant levels at 0.10, 0.05 and 0.01 respectively.

This paper investigates the impact of CSR performance on reputation. The result of our analysis shows 
that CSR performance negatively impacts reputation. The findings of the study support the claims of CSR as 
a waste of shareholder’s money (Friedman, 1970), the wasteful discretionary act of management (Brammer 
& Millington, 2005), born of altruistic impulse (Matuleviciene & Stravinskiene, 2015) or the desire of self-
aggrandizement (Bartkus et al., 2002; Navarro, 1988). Additionally, CSR reports are attempts by the companies 
to win over its stakeholders (Godfrey, 2005) but the credibility of CSR disclosure is uncertain (Simnett et al., 
2009) and information provided in these reports provides a more positive slant (Moser & Martin, 2012). Also, 
CSR when is used as a communicating instrument, the company may represent them in a self-laudatory manner 
when reporting its efforts (Hooghiemstra, 2000). Furthermore, the findings also point out that market risk and 
the age of a firm have no impact on the reputation of a company. 

The CSR disclosures made by the companies might need to disclose information in a way that is taken 
positively by the stakeholders. Stakeholders are likely to pay more attention to the negative information than 
the positive ones. Although this transparency (be it negative) is said to have a positive impact on reputation 
building and enhancement (Johnson et al., 2018) but the case may not be always true. A bad impression in the 
minds of stakeholders has a lasting and devastating impact on the reputation of a company, be it the company 
itself or a third party disclosing such information. 
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The CSR Index used to measure CSR performance in this study uses the quality and quantity of disclosure 
information. Studies have proved that the quality of CSR reports increases the likelihood of a company enjoying 
a higher corporate reputation (Odriozola & Baraibar-Diez, 2017). As the samples are drawn from BSE 500 based 
on market capitalization, 2015; this was when the reporting of CSR activities was made mandatory in India under 
Section 135 of Companies Act, 2013 for these top 500 companies. CSR reporting might be at its nascent stage 
where proper reporting and the resources for proper reporting of CSR may not have taken shape. This could be 
a reason that might have rendered to our finding that contradicts the previous literature where CSR is found to 
have an impact on Reputation (Johnson et al., 2018; Melo & Garrido-Morgado, 2012; Odriozola & Baraibar-Diez, 
2017; Zhu et al., 2014) or companies are making these disclosures just for the sake of the mandate put on them 
under the Act which is evident from studies like (Garg & Gupta, 2020). Another reason may be companies are 
not able to perform as per those guidelines laid by GRI 4 or Business Responsibility Reporting due to which we 
find no significant relationship between Corporate Reputation and CSR. This result is considered tenable as the 
regression analysis evidences it.

Mandating CSR is criticized in India because it lacks proper mechanisms for its enforcement. One of the 
major problems in effective CSR enforcement is finding credible projects that these companies can support. 
Bigger charities get flooded with money while the smaller charities struggle to seek funds as they lack the 
resources and capacity to cope with the company’s bureaucratic and operational demands. Another hindrance 
is a geographical bias where companies tend to fund only those projects that are closer to where they are 
based. This is resulting in industrialized areas getting preference over the poorer and underdeveloped areas. 
Various analyses show that the law in its current form is failing to promote healthy CSR initiatives due to its 
poor enforcement and lack of clear obligations. The legal provisions related to CSR contain vague language 
which results in a high degree of self-interpretation. Another flaw from which the CSR has to struggle is that the 
Act doesn’t penalize a defaulter and just allows them to walk away with an explanation regarding their failure 
on CSR activities. This results in high corruption, low levels of public confidence, low development, and weak 
institutions (Bhardwaj, 2021). Companies in India to avoid paying money for CSR activities, follow poor disclosure 
standards when it comes to revealing the details of their spending on the CSR initiatives. This was confirmed 
by a report made by the Institutional Investor Advisory Services. According to the report, 51 companies listed 
on the Bombay Stock Exchange’s Sensex defaulted under this category. The report says that to spend less than 
what is required on CSR initiatives, the companies are not very forthcoming when it comes to sharing the details 
of their CSR spending (Rai, 2020).

However, with the amendments that has been made to the Act in 2019 with regards to the meaning of 
“CSR policy” which is a document that outlines the approach of a company in selecting, implementing, and 
monitoring CSR activities, making provisions for international organizations, and ongoing multi-year CSR 
projects. The government has been enabled to set up a ‘National Unspent Corporate Social Responsibility Fund’ 
for any unspent CSR budgets. These changes are expected to benefit the current scenario of India to a certain 
extend.

CONCLUSION

CSR, which is considered beneficial to a company in many ways, is expected to create and enhance reputation. 
But on the contrary, we find that CSR negatively impacts a firm’s reputation. Result of estimating Panel 
Corrected Standard Error (PCSE) model highlights how the CSR performance of a company impacts reputation 
in India. It has been observed in our study that CSR performance negatively impacts reputation, making the 
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research hypothesis ‘CSR performance positively impacts reputation’ unacceptable. This empirical examination 
contributes to the existing literature and is consistent with previous studies proving the contrary to our 
hypothesis (Axjonow et al., 2018; Bartley, 2007). The explanation for this is CSR is a double-edged sword. CSR 
may be practiced by a company for benefitting the society at large or may be done as a resource allocation 
decision to maximize its profits (According to Theory of the firm, Friedman, 1970). CSR may not be perceived 
as a philanthropic act of the company that enhances reputation rather is an act of profit maximization or just 
compliance to the mandate put on the company. CSR in India has been reduced to the mere accumulation 
of projects without creating any social impact. Companies have been seen behaving irresponsibly on this 
front in addition to their non-compliance with the CSR laws. Companies are using the scarce resources of 
the economy; therefore, they ought to behave responsibly towards its development. Companies need to 
realize and comprehend that their activities play an integral role in the development of the nation. However, 
all this is only possible when contributing towards the development of society comes from one’s inner 
conscience and not because of the fear of getting sanctioned in case of non-compliance. The current study 
used real-world data extracted from reliable sources like published annual financial statements to compute 
Corporate Reputation while many earlier types of research used survey data to capture Corporate Reputation  
(Khan et al., 2013; Siltaoja, 2006) that might lack the objectivity and concreteness. By using these reliable 
measures for reputation and CSR performance (index based on GRI 4), the result obtained from this study 
provides validity to the contrary proposition and contributes greatly to the existing literature thereby paving 
the way to the future body of research. In addition to this the study has brought forward the scenario in a new 
environment (India) which is an instrumental contribution to the literature in the field.
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