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This paper aims to investigate the Impact of the company’s 
intangible resources on the relationship between corporate social 
responsibility (CSR) disclosures and corporate financial 
performance. A content analysis technique is employed to extract 
the relevant primary information on CSR disclosure, and the 
relevant corporate financial information is extracted from 
the Prowess database of 81 Indian companies representing the ten 
diverse industries, for the years 2014 to 2016. Further, the panel 
data regression technique is applied to investigate the proposed 
relationship. The findings revealed that CSR disclosure has 
significantly and positively influenced the corporate financial 
performance determinants of return on equity (ROE) and return on 
assets (ROA). The intangible resources of human capital and 
Research & development have significantly and positively impacted 
the corporate financial performance determinants ROE and ROA, 
whereas corporate reputation has significantly but negatively 
impacted the corporate financial performance determinants ROE 
and ROA. The findings of the study contribute to stakeholder 
theory by developing a CSR disclosure measurement checklist 
encompassing the employee, community, customer, and 
environment dimensions. The study further empirically investigates 
the proposed relationship in the context of intangible resources. 
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1. INTRODUCTION 
 
In recent years, community sensitivity regarding 
corporate ethical issues like moralistic deficiency 
and frailty has intrigued the corporate sector (Chen 
et al., 2014). The corporate sector is encountering 

difficulty in making a feasible ethical resolution for 
the welfare of the community and the natural 
environment (Disegni et al., 2012). The strategic 
decision of scarce resource allocation is a more 
complex phenomenon since the performance of 
corporations is evaluated not only on the economic 
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outcomes of their operations but also on how they 
honor societal expectations. The business managers 
promptly acknowledged the significance of adhering 
to ethical standards, which is a propulsive force to 
boost the corporate business in diverse ethical 
circumstances (Gi et al., 2015). Strategic management 
decisions are now influenced by diverse competitive 
forces such as Government regulations, consumers’ 
dynamic expectations, employee issues, and 
environmental concerns. Such emerging strategic 
decisions are the outcome of the mounting diversity 
of stakeholders’ expectations and a corporation’s 
interaction with diverse stakeholder groups 
(Waddock, 1996). Classical businesses are wealth-
conscious and promote profit-maximizing 
investments. Whereas the stakeholder theory 
originated to make corporations responsive towards 
their operational and environmental issues 
(Donaldson & Preston, 1995). Rationally, the 
altercation surged between the corporations’ 
economic operations and the ethical standards that 
contemplated profit maximization. Thence, 
corporate social responsibility (CSR) has emerged as 
a strategic concept to maintain a balance between 
these two diverse concerns to achieve competitive 
advantages (Chen et al., 2014). 

The origin of the CSR concept is as old as 
the business itself. Business groups have been 
recognized as significant agents of innovation within 
the community over the last two centuries (Carroll, 
2008). During the Industrial Revolution of the late 
1800s, the sole objective of profitability emerged as 
a concept of corporate-community relationships that 
entailed the need for community responsibility for 
corporations (Ehsan & Kaleem, 2012). In the 1850s, 
as per the classical view, the sole economic purpose 
of business organizations was shareholder profit 
maximization. Now, the notion of CSR is reacting to 
this challenge by encompassing not only the 
financial aspect but also the consumers, employees, 
and environmental facets of the community. 
Whereas the antagonists argue that if businesses 
concentrate more on societal welfare, they may 
decline the capability of market mechanisms and fail 
to attain the objectives of optimal resource 
allocation and shareholder wealth maximization. 
However, the proponents of CSR opine that ethically 
practice-oriented corporations ought to contribute 
their resources to community welfare. It will 
improve the corporate reputation, foster a better 
relationship with the state and society, retain talent, 
and enhance market share. Presently, companies are 
eager to yield more benefits by sustaining 
benevolent relations with the community and state. 
Eventually, it will convert these intangible resources 
into strategic advantages to attain corporate 
objectives effectively and efficiently. CSR initiatives 
not only improve the company’s financial strength 
but also work as a strategy to intrigue institutional 
shareholders (Mahoney & Roberts, 2007). CSR 
initiatives and economic performance are two 
aspects that have a mutually invigorating impact. 
Corporations with better financial performance 
invest more in CSR operations, which in turn, 
enhances their economic strength. Consequently,  
the decision to invest in CSR initiatives must be 
investigated and scrutinized like other investment 
opportunities for corporations (McWilliams & 
Siegel, 2001). 

It is claimed that by sustaining a close 
association with principal stakeholder groups, 
a company may build up intangible resources, viz., 

human capital, research and development, corporate 
reputation, and organizational culture, that facilitate 
the best productive utilization of the company’s 
resources to attain a competitive edge over its 
competitors (Orlitzky et al., 2003). There is a specific 
impact of innovation and modernism, corporate 
image, and human assets on the competitiveness of 
a company. The differences in performance of  
the companies are primarily due to the presence  
or absence of intangible resources, as these are 
strenuous to accumulate, imitate, develop, or 
acquire, and to be replicated by rivals. 

Today, CSR is a burning concern in the corporate 
world. Numerous corporations around the globe are 
neck-deep in CSR operations and spending millions 
of dollars on health care and environmental 
activities. CSR has not merely pressurized 
corporations to review their obligations before 
the various stakeholder groups, it has also inspired 
researchers to evaluate the reaction of CSR 
initiatives on corporate sustainable performance 
(Chen et al., 2014); and the academicians to debate 
furiously on the repercussions of CSR programs on 
corporations’ performance and community welfare 
(Ehsan & Kaleem, 2012). Several studies have 
endeavored to test the link between CSR disclosure 
and economic performance, but Orlitzky et al. (2003) 
concluded that the association is not fully 
established and stressed the need for 
the development of a relevant model that will 
involve the variables, that have not been considered 
earlier. McWilliams and Siegel (2001), in their study, 
revealed contradictory findings in earlier studies due 
to ignoring the research and development variable. 
Similarly, the external determinants of industry 
growth have positively moderated the linkage 
between environmental issues and economic 
performance. The inclusion of such variables will 
establish a clear linkage between economic 
performance and CSR disclosure (Margolis & Walsh, 
2003). Similarly, Rowley & Berman (2000) also 
opined that earlier ignored variables must be 
mediated to explore this association. Furthermore, 
Alafi and Alsufy (2012) claimed that exploring 
the association between these two variables only 
served to enigmatic the various influential variables 
in this association and resulted in unreliable 
findings. 

To obtain reliable findings, influential factors 
that were ignored or neglected in earlier studies 
must be recognized and empirically investigated. In 
view of the above rationale, the prime objective is to 
investigate the Impact of the company’s intangible 
resources on the relationship between corporate 
social responsibility disclosures and corporate 
financial performance. Therefore, the present study 
also proposes a model in which intangible resources 
are included and analyzed to establish a linkage 
between CSR disclosures and financial performance. 
To examine the influence of corporate intangible 
resources on the linkage between CSR disclosures 
and corporations’ economic performance, the panel 
data regression statistical technique is applied.  
The findings of the study reveal that there is 
a statistically significant and positive association 
between CSR disclosures and corporate financial 
performance. 

The rest of the paper is structured into four 
main sections. Section 2 presents the literature 
review and the hypothesis development. Section 3 
describes the database and research methodology, 
data collection, research framework, model 
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specification, and statistical methods used. After 
this, Section 4 expresses the results and discussion, 
covering empirical results and discussion, and 
a summary of the tested hypotheses. Finally, 
Section 5 presents the conclusions and managerial 
implications of the study. 
 

2. LITERATURE REVIEW AND HYPOTHESES 
DEVELOPMENT 
 
It is not a big surprise that CSR appears to be 
an ―apple-pie virtue‖, but it is quite contentious. 
The confrontational debates on CSR implementation 
have raised the burning issue in corporations’ minds 
about whether CSR initiatives are beneficial or may 
hurt them financially. The diverse research findings 
of positive, negative, and non-existent relationships 
may be due to variation in the industrial 
background; and other aspects, like economic 
disturbance or employee behaviors and research 
models (Lin et al., 2009). The findings of 
the association are somewhat evasive and 
inconclusive (Margolis & Walsh, 2003). The reason 
behind this ambiguity is the predominance of 
a positive association theme in numerous research 
studies with no correlation or negative association 
(Aupperle et al., 1985). Similarly, Alafi and Alsufy 
(2012) have inquired about the technique used to 
investigate the relationship, because the direct 
relationship between these two variables cannot be 
purely decisive or reliable. There may be 
a possibility that the association may be influenced 
by some other intervening factors that have not been 
considered. Corporate performance is also positively 
influenced by competitive advantages, such as 
corporate image and customer satisfaction (Mulki & 
Jaramillo, 2011). Among various intangible assets, 
the company’s human capital, corporate image, and 
technology are recognized as of paramount strategic 
concern and value. 

Throughout all the phases of development 
economics, CSR activities are recognized as a pivotal 
determinant in attaining the objectives of wealth and 
profitability maximization. Accordingly, numerous 
studies investigated a direct linkage between CSR 
disclosures and corporate performance and 
observed a positive link (Alafi & Alsufy, 2012; Luo & 
Bhattacharya, 2006). Garriga and Mele (2004) 
summarized the findings of 52 research studies and 
found that CSR had improved financial results. 
Correspondingly, in a summary of 34 studies on CSR 
disclosure and company performance associations, 
Van Beurden and Gössling (2008) observed that 
68 percent of the research revealed a positive link. 
On the same pattern, a study on a sample of 1000 
Taiwanese cases was explored to review the influence 
of CSR initiatives and found a positive link between 
CSR and economic performance (Lin et al., 2009). 
Likewise, Galbreath and Shum (2012) observed 
a significant positive linkage between CSR initiatives 
and corporate gains among Australian companies. 
Throughout all the phases of development 
economics, CSR activities are recognized as a pivotal 
determinant in attaining the objectives of wealth and 
profitability maximization (Musviyanti et al., 2022; 
Nimani et al., 2022; Bonuedi et al., 2020; Kostyuk 
et al., 2013). 

Shabbir et al. (2020) used a non-linear and 
disaggregated approach and found that the linear 
model reflected a negative relationship between CSP 
and returns on capital, whereas in the non-linear 

model, CSR and financial performance have 
a positive relationship. Kaur and Singh (2021) found 
a positive impact of CSR on financials in terms of 
value-added, profitability measures, and growth 
measures, indicating that CSR investment will 
enhance shareholders’ wealth. In a study, Nguyen 
et al. (2022) found that CSR disclosure has a negative 
influence on corporate performance, environmental 
responsibility has a clear negative impact, and social 
responsibility has a weak influence on financial 
performance. Likewise, in a study, Coelho et al. 
(2023) suggested that CSR directly influences 
corporate financial performance, and such influence 
becomes more considerable as social, environmental, 
and governance scores improve. 

Most of the earlier research explored the direct 
impact of CSR disclosures on company profitability 
(Orlitzky et al., 2003). In appraising the earlier 
reviews, the following hypotheses are framed: 

H1a: There is a statistically significant and 
positive association between CSR disclosures and 
return on equity (ROE). 

H1b: There is a statistically significant and 
positive association between CSR disclosures and 
return on assets (ROA). 

Human capital, as an intangible resource, 
encompassing a sense of involvement among 
employees and their contribution to achieving 
organizational goals, is the source of competitive 
advantage to ensure higher future profitability. 
The rationale behind this is that the amount 
incurred by employees should not be considered 
a cost but rather an asset investment since skilled 
employees are the prime pillars and value creators 
of the modern economy. An analysis of earlier 
literature found sufficient evidence that human 
capital positively impacted economic performance, 
and Chen et al. (2014) revealed that human 
resources have positively affected the profitability 
and market value of Taiwanese corporations. 
Similarly, Kamath (2008) revealed that human 
resources have a foremost influence on the 
productivity and profits of the best Indian pharmacy 
corporations. Likewise, Ting and Lean (2009) found 
a positive association between ROA and the human 
capital of Malaysian corporations. The accumulation 
of the best human resources may become 
the foundation of a competitive edge and enhance 
economic performance. Hence, Ballester et al. (2002) 
used labor and related expenses (wages and salaries, 
social security, pensions, profit sharing, and other 
labor compensation) as a proxy ratio of human 
capital. Therefore, in the present study, the labor 
and related expenses to total assets ratio is applied 
as a proxy for human capital. In this regard, 
the following hypotheses are framed: 

H2a: There is a statistically significant and 
positive association between human capital and 
return on equity. 

H2b: There is a statistically significant and 
positive association between human capital and 
return on assets. 

Corporate reputation also influences the linkage 
between CSR disclosure and economic performance. 
Undertaking CSR goals, helps companies enhance 
their corporate reputation and brand equity, which 
are crucial constituents of corporate image.  
An improved corporate image facilitates companies’ 
ability to magnetize skilled workers, enhance 
employees’ commitment, improve customer loyalty, 
and engage in healthy negotiation with lenders and 
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bankers, all of which result in an improvement in 
corporate financial performance. The improved 
corporate image may eventually result in 
profitability and earnings. Honoring social welfare 
goals also facilitates companies’ efforts to enhance 
both brand and reputation (Rowley & Berman, 2000), 
which are vital constituents of reputation. 
The various determinants of the corporate image, 
such as ethical behavior, the quality of services and 
products, market control, reliability, management 
quality, and particularly financial performance, 
Moreover, the price-earnings ratio is employed as an 
analytical measure to evaluate the investment risks 
and growth of earnings. The price-earnings ratio is 
a significant proxy to measure the corporate image. 
Therefore, in the present study, the price-earnings 
ratio is employed to quantify corporate reputation. 
So, in this regard, the following hypotheses are 
framed: 

H3a: There is a statistically positive and 
significant association between corporate reputation 
and return on equity. 

H3b: There is a statistically positive and 
significant association between corporate reputation 
and return on assets. 

Earlier studies revealed that this association 
has suffered from some critical empirical and 
theoretical limitations. One such is the omission of 
the variable intensity of research and development 
investment by the company (McWilliams & Siegel, 
2001). Ignoring the research and development (R&D) 
variable from the econometric model is principally 
problematic because the theoretical literature 
advocates that R&D investments have a long-
standing influence on financial performance. R&D 
are creating strategic investments that create 
persistent earnings, enhance corporate profits, and 
increase investors’ yield (Mizik & Jacobson, 2003). 

Similarly, Naik et al. (2014) observed that 
investment in research and development is positively 
linked with the performance of a corporation, and 
R&D intensity is positively related to ROE and ROA. 
Keeping in view the above literature, R&D 
investment has positively influenced profitability. 
For this purpose, the ratio of research and 
development expenditures divided by sales revenue 
for the entire company is taken as an independent 
variable. Since, within an industry, R&D expenditures 
tend to rise linearly with sales revenues at 
the business unit and company levels, Consequently, 
McWilliams and Siegel (2001) employed the ratio of 
R&D expenditures/sales as an independent variable 
in their research. So, in this regard, the following 
hypotheses are framed: 

H4a: There is a statistically significant and 
positive association between R&D expenditure and 
return on equity. 

H4b: There is a statistically significant and 
positive association between R&D expenditure and 
return on assets. 

 

3. RESEARCH METHODOLOGY 
 

3.1. Data sources and sample 
 
The sample is taken from the top 200 corporations 
registered on the Bombay Stock Exchange (BSE). Out 
of these 200 companies, only 81 are shortlisted 
based on the information available on intangible 
resources. The data has been collected for three 
years, from 2014 to 2016, as the year 2013 
witnessed a historical amendment in the Companies 
Act to make social responsibility mandatory.  
The sample companies are categorized based on 
industry classification: 1) drugs and pharmaceuticals; 
2) automobiles; 3) paint, chemicals, leather, and 
pesticides; 4) communication equipment and 
computer software; 5) energy; 6) oil and gas; 
7) infrastructure; 8) FMCG; 9) minerals and metals; 
and 10) textiles. 

These industries represent the diverse sectors 
of the economy; the manufacturing and consumer 
goods industries have the maximum impact on 
the community and the environment. CSR disclosure 
information under four stakeholder dimensions 
such as employees, communities, customers, and  
the environment is extracted from corporate 
sustainability, annual, and environmental reports by 
using the content analysis method (Branco & 
Rodrigues, 2007; Bowman & Haire, 1975). The data 
related to intangible resources (research and 
development, human capital, and corporate 
reputation), corporate financial performance, and 
the control variables are taken from the Prowess 
database. As far as statistical techniques are 
concerned, panel data regression is applied to 
investigate CSR disclosures and corporate financial 
performance relationships. 
 

3.2. Research framework 
 
Figure 1 presents a conceptual research framework 
for analyzing the impact of intangible resources on 
the relationship between CSR disclosure and 
financial performance considering the control 
variables. 

 
Figure 1. Conceptual research model 

 

 
Source: Authors’ elaboration. 

Control variables 
 Size of the company 
 Risk/Leverage 

Corporate social 
responsibility 

Intangible resources 

 Research & Development 

 Human capital 
 Reputation 

Corporate financial 
performance 

Independent variable 
Mediator variables 

Dependent variable  



Journal of Governance and Regulation / Volume 12, Issue 4, Special Issue, 2023 

 
373 

A composite CSR index is developed for 
the measurement of CSR disclosure practices among 
Indian corporations. The CSR checklist is comprised 
of thirty CSR disclosing statements are originated 
from the previous research works of (Besser & Miller, 
2001; Haniffa & Cooke, 2005) to review the nature 
and degree of CSR disclosure under community 
development and welfare, employee relations, 
environment, and customers’ concerns and product 
dimensions based on stakeholder theory. The content 
analysis score method is used on a dichotomous 
basis, i.e., 0 — score for non-disclosure; 1 — score 
for qualitative disclosure; and 2 — score for 
quantitative disclosure (Aras et al., 2010; Whiting & 
Woodcock, 2011). 
 

3.3. Model specification 
 

3.3.1. Dependent variable 
 
Corporate financial performance is the sole 
dependent variable, which is proxied through 
the two financial performance determinants of 
return on equity (ROE) and return on assets (ROA). 
Both ROA and ROE are the most significant ratios 
employed to measure corporate performance for 
companies and investors, respectively. On reviewing 
the earlier literature, ROE and ROA are employed  
in the present study to measure economic 
performance, which is consistent with earlier studies 
that have investigated CSR disclosures and financial 
performance associations (Hull & Rothenberg, 2008). 
 

3.3.2. Independent variables description 
 
The CSR disclosure is applied as an independent 
variable to explore the association. On the same 
pattern, intangible resources such as research and 
development (R&D), human capital (HUC), and 
corporate reputation (CR) are also employed as 
independent variables to investigate their impact on 
such relationships. 
 

3.3.3. Control variables description 
 
The literature review further advocates that various 
other variables may have an effect on this 
relationship. Consequently, it is crucial to control 
these variables while analyzing relationships. 
However, in the present study, the size of 
the company (SIZE) (McWilliams & Siegel, 2001) and 
leverage (LEV) (Reverte, 2009) are employed as 
control variables. 
 

3.3.4. Econometric specification 
 
To examine the influence of corporate intangible 
resources such as research and development, human 
capital, and corporate reputation on the linkage 
between CSR disclosures and corporations’ 
economic performance in the presence of control 
variables, the following regression equations are 
framed to generate empirical estimates for 
the present study: 
 

                                                                             (1) 

 
                                                                             (2) 

 
Table 1. Descriptive statistics 

 
Variable Mean SD CV ROA ROE CSR LEV SIZE HUC CR R&D 

ROA 11.81 7.97 67.52 1 -- 0.040 -0.481* 0.246* 0.498* 0.066 0.065 

ROE 22.55 15.38 68.24 -- 1 -0.025 -0.334* 0.148* 0.348* 0.124 0.035 

CSR 74.58 10.61 14.23 0.040 -0.025 1 -0.031 0.358* -0.016 -0.202* -0.242* 

LEV 0.29 0.44 149.52 -0.481* -0.334* -0.031 1 -0.074 -0.300* -0.163* -0.025 

SIZE 12.53 1.02 8.13 0.246* 0.148* 0.358* -0.074 1 0.213* -0.085 -0.161* 

HUC 8.14 7.85 96.42 0.498* 0.348* -0.016 -0.300* 0.213* 1 0.062 0.149* 

CR 30.71 18.46 60.10 0.066 0.124 -0.202* -0.163* -0.085 0.062 1 -0.003 

R&D 1.25 2.23 179.44 0.065 0.035 -0.242* -0.025 -0.161* 0.149* -0.003 1 

Note: * Correlation is significant at the 0.05 level (2-tailed). N = 243, SD = standard deviation, CV = coefficient of variation. 

 

4. RESULTS AND DISCUSSION 
 
In descriptive statistics, the mean, coefficient of 
variance, standard deviation, and correlations are 
computed and analyzed. To explore the relationship, 
panel data regression is applied, and for that, 
the validity of specification tests and diverse 
regression assumptions is also analyzed. 
 

4.1. Descriptive statistics 
 
Descriptive statistical results (Table 1) highlight that 
the mean of dependent variables ROA and ROE is 
around 11.81 and 22.55 percent, respectively. 
Likewise, the mean CSR disclosure is 74.58 percent. 
In the case of the control variables, the mean 
leverage and company size are 0.29 and 12.53 
percent, respectively. Similarly, in the case of 
intangible resources, the mean human capital is 8.14 
percent, the mean reputation is 30.71 percent, and 

the mean R&D is around 1.25 percent of the sample. 
The coefficient of variation highlights that in the 
case of R&D, there is the highest variation of 
179.44 percent, indicating that the difference among 
the companies regarding expenditure on R&D is the 
highest where it is least in the case of the variable 
company size, i.e., 8.13 percent. During the three 
years, it has been found that the mean leverage of 
sample companies is 0.29 times, which indicates 
that total liabilities constitute an insignificant 
percentage of the capital structure. A low level of 
leverage may also indicate that a company has 
increased profits, which can be utilized for CSR 
activities for the betterment of society. Table 1 
further reflects the average CSR disclosure, which is 
74.58 percent, indicating that the selected companies 
in India have highly disclosed their CSR initiatives. 
The Pearson correlations among the variables 
highlight that the maximum correlation coefficients 
are found between ROA and the human capital 
variable. Similarly, the correlation between ROE and 
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ROA with the independent variable CSR disclosure is 
0.025 and 0.040, respectively. 

The correlation between the dependent variable, 
ROE, and intangible resources, viz., human capital, 
reputation, and R&D, is 0.348, 0.124, and 0.035, 
respectively. Similarly, the correlation between ROA 
and intangible resources, viz., human capital, 
reputation, and R&D, is 0.498, 0.066, and 0.065, 
respectively, which is much lower as compared to 
the standard of 0.80, indicating that the problem of 
multicollinearity does not exist. 
 

4.2. Diagnostic tests 
 
The fundamental regression diagnostic checks are 
used to identify the presence of stationarity, 
multicollinearity, autocorrelation, and 
homoscedasticity that can affect the efficiency of 
the estimators. The VIF-score of independent, 
tangible resources, and control variables is 1.15, 
representing that the multicollinearity problem is 
not found among the variables. Moreover, in Table 1, 
the correlation between the independent and 
dependent variables is lower than the standard, 
indicating no problem of multicollinearity. 
The problem of heteroscedasticity was also checked, 
and it was found that the data is homoscedastic. 
The values of the Durbin-Watson (DW) statistics for 
ROE and ROA are 2.27 and 2.39, respectively, which 
reflects that there is no autocorrelation among 
the variables. In addition to this, the Augmented 
Dickey-Fuller (ADF) test is employed to monitor 
the unit root presence in the data and find that 
the data is stationary.  
 

4.3. Specification tests for the regression model 
 
The redundant fixed effect is tested to choose 
a suitable model between pooled OLS regression and 
panel data regression. In the case of the dependent 
variable ROE, the statistical values (χ2 value = 583.96, 
p-value = 0.000) and in the case of the dependent 
variable ROA, the statistical values (χ2 value = 555.40, 
p-value = 0.000) signify that the panel data 
regression technique is more suitable in comparison 
to the pooled OLS technique. Similarly, the Hausman 
test is applied to choose the most suitable model 
between the random effect model (REM) and 
the fixed effect model (FEM). In the case of 

dependent variable ROE, the statistical values 
(χ2 = 18.66, p-value = 0.004) and in the case of 
dependent variable ROA, the statistical values 
(χ2 = 26.54, p-value = 0.000) signify the selection of 
the FEM over the REM. 
 

4.4. Empirical results and discussion 
 
The specification tests have reflected that the FEM is 
the most appropriate method among all models for 
regression analyses, and the regression coefficients 
are statistically significant under the FEM model. 

A positive and significant association is 
observed between CSR disclosures and corporations’ 
financial performance. The results reflect that CSR 
disclosure has significantly and positively influenced 
the corporate financial performance determinants of 
ROE (p = 0.019) and ROA (p-value = 0.000). It implies 
that CSR disclosure can influence corporate 
profitability. 
 

4.4.1. Empirical association between ROE and 
intangible resources 
 
Table 2 highlights that the intangible resources, 
human capital (p-value = 0.013), and R&D  
(p-value = 0.050), have positively and significantly 
impacted the corporate financial performance (ROE). 
Whereas the corporate reputation (p-value = 0.000) 
has been significantly and negatively impacted. 
While the regression coefficients of size and 
leverage are insignificant, revealing that control 
variables do not influence the CSR disclosure and 
the financial performance association. Furthermore, 
the adjusted R-square (86.67 percent) and  
F-statistics (p-value = 0.0000) reflect that the fixed 
effects model is the best fit. 

The significant and positive association 
between human capital and ROE with a regression 
coefficient of 0.9836 (p-value = 0.013) is in line with 
earlier studies that show that human capital 
facilitates a competitive edge over rivals and 
enhances profitability. The research of Chen et al. 
(2014) found that human capital influences 
a company’s financial performance. Similarly, 
numerous researchers, such as Salman et al. (2012) 
and Amin (2018), found that human capital has 
positively and significantly impacted the ROE. 

 
Table 2. Panel data regression results 

 

Variable 
Return on equity 

Panel (FEM) 
Return on assets 

Panel (FEM) 

Coefficient t-statistic Prob. Coefficient t-statistic Prob. 
CSR 0.1355 2.3573 0.019* 0.0945 3.4404 0.000* 

HUC 0.9836 2.4926 0.013* 0.4742 2.5142 0.012* 
CR -0.1940 -49506 0.000* -0.1076 -5.7440 0.000* 

R&D 2.2481 1.9390 0.050* 2.0708 3.7364 0.000* 
LEV -4.9125 -1.5268 0.128 -2.7072 -1.7601 0.080** 
Size 5.8080 1.6466 0.101 3.7262 2.2099 0.028* 

Observations 243 243 

R-squared 0.9269 0.9378 

Adjusted R-squared 0.8867 0.9036 

F-statistic 12.023 27.387 

Prob. (F-statistic) 0.0000* 0.0000* 

Redundant fixed effect test 

Chi-Square Statistic 583.96 555.40 

Prob. 0.0000 0.0000 

Hausman test 

Chi-Sq. Statistic 18.6642 26.541 

Prob. 0.0048 0.0002 

Note: * Significant at a 5 percent level of significance. ** Significant at a 10 percent level of significance. 
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Further, a regression coefficient of -0.1940  
(p-value = 0.000) reflects a significant but negative 
relationship between corporate reputation and ROE. 
Rose and Thomsen (2004) reported that corporate 
image had a negative influence on future 
profitability. Researchers such as Hall and Lee (2014) 
and Vig et al. (2017) revealed a negative link between 
firm performance (ROE) and corporate reputation. 

A significant and positive link between R&D 
and ROE is observed with a regression coefficient of 
2.2481 (p-value = 0.050). The findings are in 
concurrence with the earlier studies of Ozturk and 
Zeren (2015). Similarly, Ghaffar and Khan (2014), 
and Freihat and Kanakriyah (2017) observed that 
R&D investment has positively and significantly 
impacted corporate financial performance. 
 

4.4.2. Empirical association between ROA and 
intangible resources 
 
Table 2 shows that the intangible resources, human 
capital (p-value = 0.012), and R&D (p-value = 0.000), 
have significantly and positively influenced 
corporate financial performance (ROA). While  
the intangible resource of corporate reputation  
(p-value = 0.000) has a negative but significant 
influence. Moreover, the regression coefficients of 
leverage and size have also passed the significance 
test. The values of adjusted R-square (90.36 percent) 
and F-statistics (p = 0.0000) reflect the best fit of 
the fixed effects model. 

The results further highlight that human 
capital has significantly and positively impacted  
the ROA with a regression coefficient of 0.4742  
(p-value = 0.012), and these results are concurrent 
with the findings of Ting and Lean (2009), and Chu 

et al. (2011). The current findings are in concurrence 
with earlier research showing that investment in 
human resources may be a source of competitive 
edge and can positively influence the ROA (Mondal & 
Ghosh, 2012; Amin, 2018). The results further 
highlight a significant but negative association 
between corporate reputation and the economic 
performance determinant ROA, with a regression 
coefficient of -0.1076 (p-value = 0.000). These results 
are in line with Blajer-Golebiewska (2014), and Hall 
and Lee (2014), which explored and identified 
a weak association. Similarly, Shi (2016) and Vig 
et al. (2017) observed that corporate reputation has 
no significant influence on ROA. 

Furthermore, the study found significant and 
positive results for R&D and ROA linkage, with 
a regression coefficient of 2.070 (p-value = 0.000). 
R&D influences the economic performance of 
corporations operating in the pharmaceutical, 
automobile, information technology, and electronics 
sectors (Vivero, 2002) and also has a positive linkage 
between R&D investment and profitability (Cooper & 
Edgett, 2008). Austin (1993) observed that 
revelations of patent honors and an increase in R&D 
budgets enhanced the prices of shares. Similarly, 
Freihat and Kanakriyah (2017), and Ghaffar and 
Khan (2014) revealed that R&D influences the ROA 
positively and significantly. 
 

4.5. Summary of the tested hypotheses 
 
Table 3 highlights that based on the p-values 
the alternative hypotheses have been accepted at 
a given level of significance and are supported by 
the empirical literature. 

 
Table 3. Summary results of the tested hypotheses 

 
Hypotheses Description p-values Result 

H1 

H1a 
There is a statistically significant and positive association 
between CSR disclosures and ROE. 

0.019 Supported 

H1b 
There is a statistically significant and positive association 
between CSR disclosures and ROA 

0.000 Supported 

H2 
H2a Association between the human capital and ROE 0.013 Supported 

H2b Association between the human capital and ROA 0.012 Supported 

H3 
H3a Association between corporate reputation and ROE 0.000 Supported 

H3b Association between corporate reputation and ROA 0.000 Supported 

H4 
H4a Association between R&D and ROE 0.050 Supported 

H4b Association between R&D and ROA 0.000 Supported 

 
The p-values signify the acceptance of 

alternative hypotheses that CSR disclosures have  
an influence on ROE (p-value = 0.019) and ROA 
(p-value = 0.000); hence, H1a and H1b are accepted. 
Human capital acts as a value creator and is 
considered an imperative resource for a corporation 
that provides a competitive edge that enhances 
technological development and corporate productivity 
(Tayles et al., 2007). The current findings are 
consistent with the earlier research and found that 
human capital has significantly and positively 
impacted the ROE (p-value = 0.013) and ROA 
(p-value = 0.012); hence, H2a and H2b are accepted. 
Corporate image is a set of marketed sentiments 
about a corporation that are based on the company’s 
capabilities in fulfilling the stakeholders’ 
expectations with corporate harmony (Brammer 
et al., 2006). The present results are in concurrence 
with the earlier studies and found that corporate 
reputation has significantly and positively impacted 

the ROE (p-value = 0.000) and ROA (p-value = 0.000); 
hence, H3a and H3b are accepted. 

R&D activities enable the companies to earn 
a higher market share in the form of sales revenues, 
which sequentially enhance the ROA. Hence, there is 
an urgent need to concentrate on R&D investments 
and technological updates (Mizik & Jacobson, 2003). 
The current results are in consensus with  
the previous research found that R&D has 
significantly and positively impacted the ROE  
(p-value = 0.054) and ROA (p-value = 0.000); hence, 
H4a and H4a are accepted. 
 

5. CONCLUSION 
 
Unacquainted with the fact that there is no explicit 
and direct link between CSR disclosures and 
financial performance, numerous research studies 
explored the direct relationship. Moreover, such 
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studies have not clarified how CSR disclosures are 
negatively, positively, or neutrally associated with 
corporate financial performance. It has also been 
observed that, for examining the real influence of 
CSR disclosure on economic performance, moderators 
and mediators are supposed to be employed (Branco 
& Rodrigues, 2007). Therefore, further extensive 
research is required to elucidate the operationalization 
of intangible resources in the CSR and corporate 
financial performance linkage. Consequently, 
following these logical and rational claims in view of 
the research gap, the present study has 
hypothesized the three intangible resources as 
mediators to examine the effect of CSR disclosures 
on economic performance. The findings of the study 
reveal that human capital, research and development 
have significantly and positively impacted corporate 
financial performance. Hence, there is no direct 
linkage between CSR disclosures and economic 
performance; it is merely an indirect relationship 
mediated by a corporate intangible resource. 
The findings further reveal the strength of 
a research model that can facilitate a strong and 
direct linkage between CSR and financial 
performance. Thus, the present research also 
acknowledges that CSR activities, along with 
intangible resources, as part of corporate strategy 
will enable corporations to develop exceptional and 
superior value for their consumers and a favorable 
position in a competitive business environment. As 
a result, it could be acknowledged that CSR 
initiatives result in more financial benefits by 
reaping the advantages of companies’ competitive 
resources. 

Luo and Bhattacharya (2006) have explored 
the mediation impact of consumer satisfaction on 
this relationship and recognized that it has 
a mediating effect on the CSR disclosure and 
economic performance association. Likewise, 
Galbreath and Shum (2012) explored the moderating 
impact of corporate reputation in addition to 
consumer satisfaction on the linkage between CSR 
disclosure and profitability. Such findings reflected 
that the corporate image has a mediation effect on 
the CSR and corporate profitability associations. 
Similarly, Majeed (2011) linked the mediator to 
variable competitive advantage in addition to 
corporate reputation and found that corporations 
with an edge in competitive advantage enjoy better 
performance. Furthermore, CSR activities yield 
several potential benefits in terms of intangible 

resources along with enhanced financial 
performance. Accordingly, the findings have 
supported the hypothesis that CSR disclosures have 
positively and significantly impacted financial 
performance, and all three intangible resources, 
namely, human capital, corporate reputation, and 
R&D, have a mediation impact on financial 
performance and the CSR disclosure association. 

The findings of the current study are in 
consonance with the studies of developed nations 
that have also observed a positive impact of 
intangible resources on CSR disclosures and 
financial performance associations. The practical as 
well as theoretical contribution to the CSR domain 
provides insights for managers and policymakers to 
overcome the ambiguities concerning CSR disclosure 
and corporate performance associations. The CSR 
initiatives, along with the corporation’s capacity to 
develop intangible resources, will improve 
the corporation’s economic performance. Moreover, 
a contribution is made to the pool of literature by 
equipping a conceptual framework that facilitates 
explaining the mediation impact of intangible 
resources on the said association. From a practical 
perspective, Papagiannakis and Lioukas (2012) also 
opined that managers’ insight, perceptions, and 
attitudes play an imperative role in the company’s 
CSR initiatives, especially environmental issues. 
Accordingly, it contributes to enhancing 
the consciousness and knowledge of Indian 
corporations’ managers about the significance of 
CSR initiatives as a strategy that improves financial 
strength and provides a competitive edge over rivals. 

Since, the present study has concentrated on 
the Indian manufacturing and consumer goods 
sectors; further research with a special focus on 
the service sector is required to be explored. 
Furthermore, the study suggests that future 
investigations must be conducted in other Asian and 
developing countries, along with comparisons 
among different industries. Moreover, in addition to 
the three intangible resources, other intangible 
resources must be employed to expand the sphere 
of the study. Based on the research model,  
the mediation role of intangible assets in such 
associations can be investigated in both directions, 
Asian and developing countries. More measures and 
indicators of corporate financial performance may 
be included in the study. Moreover, the sample size 
and the period of study may be increased to five 
years or more. 
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