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Abstract

In the fast-moving consumer goods (FMCG)
industry in particular, corporate social responsibility
(CSR) has emerged as a crucial element of company
strategy. The main aim of this work is to examine
the impact of CSR spending on the Debt-Equity Mix
and profitability of selected Fast-Moving Consumer
Goods (FMCG) companies for the duration of five
years from 2019-20 to 2023-24. For the analysis, the
researcher has selected 10 FMCG companies based
on market capitalisation. In this paper, CSR is used
as independent variable, which is measured by the
spending of CSR. Whereas, Debt-equity mix,
profitability are used as dependent variables, which
are measured by DER, NPM, ROA and ROE. The
following study is entirely based on secondary data.
The collected data have been analysed by
descriptive statistics, correlation and multiple linear
regression analysis. The statistical analysis has been
done through SPSS software. Findings of the study
revealed that there is no significant impact of CSR
spending on debt-equity mix. There is a statistically
significant impact of CSR spending on the
Profitability of selected FMCG companies in India.

Keywords: Corporate Social Responsibility,
Debt-Equity ~ Mix,  Profitability, ~FMCG
Companies.

I. INTRODUCTION

In the fast-moving consumer goods
(FMCG) industry, particularly, corporate social
responsibility (CSR) has emerged as a crucial
element of company strategy. Section 135 of the
Companies Act of 2013 mandates corporate social
responsibility (CSR) in India in addition to being a
voluntary endeavour. Businesses must devote at
least 2% of their average net income over the
previous three years to corporate social
responsibility initiatives. Although corporate social
responsibility (CSR) is often viewed as a way to

support environmental and social sustainability, it
also has a big financial impact on businesses.

The mixture of debt and equity that fulfils
the specified objectives is known as the debt-equity
mix. When making decisions on the debt-equity
mix, the company’s primary goal is to maximise
profit and decrease costs. Capital structure and debt-
equity mix are sometimes used interchangeably.
Profitability is the capacity of a particular
investment to provide a return on its usage; the
following ratios are calculated in this category for
that aim.

Sales-based profitability: OPR, NPR and GPR, etc.
Investment-based profitability: ROCE, ROA, ROE,
RONW, EPS, etc.

In India, the fast-moving consumer goods
(FMCG) industry is one of the fastest-growing
sectors, making a substantial contribution to both
GDP and employment. Prominent FMCG firms
have been involved in CSR efforts, investing in
sustainability, community development, and ethical
sourcing. However, there is still curiosity in how
these CSR initiatives affect their debt-equity Mix
and profitability. Investors, politicians, company
managers, and researchers are among the many
stakeholders who must comprehend how CSR, the
debt-equity mix, and profitability interact.

Thus, the question emerges: Does the
FMCQG industry’s corporate social responsibility and
debt-equity ratio have a substantial relationship?
Does the FMCG industry’s corporate social
responsibility and profitability have a substantial
relationship? How do CSR investments affect the
debt-to-equity ratio of Indian FMCG companies?
How do CSR investments affect the profitability of
Indian FMCG companies?

The purpose of this research is to empirically
investigate whether CSR investments result in a
more advantageous financial structure or if they
present a financial burden that affects debt-equity
choices. It will also evaluate whether corporate
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social responsibility (CSR) enhances profitability or
hinders financial success.

II. REVIEW OF LITERATURE

1. (Cochran & Wood, 1984) have done a
study on “Corporate Social Responsibility and
Financial =~ Performance”.  Researchers  have
concluded that within industry groups, the financial
variable most strongly correlated with CSR is asset
age and that omission of this variable results in a
spurious correlation of CSR and financial
performance.

2. (Arora & Puranik, 2004) have done a
study on “A Review of Corporate Social
Responsibility in India”. They examine current CSR
trends in India and come to the conclusion that,
despite the fact that the liberalisation and
privatisation processes greatly helped the country’s
corporate sector, its shift from philanthropic to CSR
mindsets has lagged behind its remarkable financial
development.

3. (Mulyadi & Anwar, 2012) have analysed
the “Impact of Corporate Social Responsibility
toward firm value and profitability”. the findings of
this study revealed that there is no meaningful
correlation between firm value and CSR. While
CSR and profitability (ROA, ROE, and NPM) are
related.

4. (Govindarajan & Amilan, 2013) have
examined “linkage between Corporate Social
Responsibility initiatives with Financial

Performances: Analysis from Oil and Gas Products
Industry in India”. The researchers discovered a
substantial correlation between the stock market,
financial performance and the CSR initiative score.
5. (Malik & Nadeem, 2014), have examined
the “Impact of Corporate Social Responsibility on
the Financial Performance of Banks in Pakistan”.
They found that CSR is lacking in Pakistan, whereas
the regression model indicates a favourable
correlation between CSR practices and profitability
(EPS, ROA, ROE, and net profit).

6. (Singh, 2016)has done a study on “Role of
FMCG Companies towards Corporate Social
Responsibility (Indian insight)”. he has concluded
that a large number of businesses participate in CSR
initiatives, with a particular emphasis on women’s
empowerment and a clean and green environment.

7. (Resmi et al., 2018) have analysed “Impact
of CSR on Firm’s Financial Performance: A Study
on Some Selected Agribusiness Industries of
Bangladesh”. They discovered that while ROA and
EPS had no discernible effect on financial
performance, ROE and net income have a major

impact on financial performance, favouring
companies that engage in corporate social
responsibility.

8. (Rohit & Pinto, 2021)have examined the
“Impact of Corporate Social Responsibility on
Financial Performance of Select Sectors of Indian
Stock Market”. The results show that corporate
social responsibility has an impact on the financial
performance of firms. The impact is more evident
for environmentally sensitive sectors than for
environmentally insensitive sectors.

9. (Pawar & Imam, 2023) extend this
conversation by examined "The Effect of Corporate
Social Responsibility on Financial Outcomes: An
Analysis of Selected NSE and BSE Listed
Companies (2016-2022)". The researchers found
that statistically significant relationship between the
extent of CSR initiatives and financial outcomes.

10. (Kesari & Rawat, 2023), have examined
the “Impact of Corporate Social Responsibility on
Financial Performance: A Comprehensive Analysis
of Indian Firms”. the researchers have concluded
that there exists a significantly low positive
relationship  between CSR  and  financial
performance.

11. (Driss & Jaballah, 2025),have done a
study on “How corporate social responsibility
reporting affects financial performance? Evidence
from Saudi Arabia”. the findings of this study
revealed a significant positive relationship between
CSR disclosure and corporate performance.

III. RESEARCH PROBLEM

Even while corporate social responsibility
(CSR) is becoming more and more important, little
is known about how it affects debt-equity mix
choices, specifically the debt-to-equity ratio, in
India’s FMCG industry. A lot of research has been
done on how CSR affects financial performance, but
not much has been done on how it affects the debt-
equity mix (capital structure). By investigating the
potential impact of CSR investments on the debt-
equity mix and profitability of top FMCG
companies in India, this study aims to close this gap.

OBJECTIVES OF THE STUDY

L. To Examine the Relationship between
CSR, Debt-Equity Ratio and Profitability of
Selected FMCG Companies in India.

2. To Examine the Effect of CSR Spending
on the Debt-Equity Ratio of Selected FMCG
Companies in India.
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3. To Examine the Effect of CSR Spending
on the Profitability of Selected FMCG Companies in
India.

RESEARCH METHODOLOGY

This study uses financial data from the leading
FMCG firms in India over five years as part of its
quantitative methodology. The study will use
multiple regression analysis and correlation to look
at the connections between profitability, debt-equity
mix, and CSR. Empirical conclusions will be
derived using secondary data from stock market
performance, CSR filings, and financial reports.

PERIOD OF THE STUDY

The research period encompasses the last five
financial years, from 2019-2020 to 2023-2024.
SAMPLE SIZE

The sample is made up of the top 10 FMCG firms in
India (listed on the NSE) based on market
capitalisation, who have publicly accessible
financial data and actively participate in CSR
projects. The FMCG firms that were chosen are:
Hindustan Unilever Ltd. (HUL), ITC Ltd., Nestle
India Ltd., Varun Beverages Ltd., Godrej Consumer
Products Ltd., Britannia Industries Ltd., Tata
Consumer Products Ltd., Dabur India Ltd., United
Spirits Ltd., Colgate-Palmolive (India) Ltd.

SOURCES OF THE STUDY

The study has made use of secondary data. The
necessary information has been extracted from the
instance companies' balance sheets. Additional
study-related data was gathered from research
papers, company websites, newspapers, Prowess
and Moneycontrol websites.

HYPOTHESIS

H,: There is no significant relationship between
CSR Spending and Debt-Equity Mix of selected
FMCG companies in India.

H,: There is no significant relationship between
CSR Spending and Profitability of selected FMCG
companies in India.

H,: There is no significant impact of CSR Spending
on DER of selected FMCG companies in India.

H,: There is no significant impact of CSR Spending
on NPM of selected FMCG companies in India.

H,: There is no significant impact of CSR Spending
on ROA of selected FMCG companies in India.

H,: There is no significant impact of CSR Spending
on ROE of selected FMCG companies in India.

TOOLS & TECHNIQUES APPLIED

The statistical package for social science (SPSS) has
been used to analyse the gathered data using
statistical techniques.
<> Descriptive
standard deviation.
X Karl Pearson’s Co-Efficient of Correlation
Analysis

<> ANOVA Analysis

> Multiple Linear Regression Analysis.

statistics: Mean, range,
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Table 1: Summary of Variables Used in the Study
Concept Nature of variable Name of variable Notion
Debt-Equity Mix Dependent Debt-Equity Ratio DER
Profitability Dependent Net Profit Margin NPM
Profitability Dependent Return on Assets ROA
Profitability Dependent Return on Equity ROE
Corporate Social Independent Corporate social CSR

Responsibility responsibility

Firm value control Firm Size FS
(Log. of total assets)
ECONOMETRIC MODEL SCOPE OF THE STUDY

The statistical technique of regression analysis is
used to quantify how an independent variable affects
a dependent variable. To determine how the CSR
affects debt-equity mix and profitability, regression
analysis is applied. The following multiple linear
regression model has been used in this study.

Where;$0 = constant and S/, 2 = coefficient of the
independent variable

e = Error Term

CSR = Corporate Social Responsibility

FS =Firm Size

Model 1:

Model 2:

Model 3:

Model 4:

SIGNIFICANCE OF THE STUDY

s Offers crucial details about the company’s
profitability, debt-equity ratio and CSR.

s Assists the company executive in maximising
CSR expenditures for growth and financial
stability.

¢ Helps investors and stakeholders determine
how CSR affects profitability and shareholder
value.

« Helps to further academic studies on debt-
equity mix, profitability, and corporate social
responsibility in the FMCG industry.

LIMITATIONS OF THE STUDY

¢ This analysis is solely applicable to the chosen
FMCG firms, which might not apply to other
sectors.

« This study examines data from a five-year
period, which might not be enough to capture
long-term trends.

¢+ The research study’s secondary data is gathered
from websites and yearly reports; as a result,
the accuracy of the data is the only factor that
influences the conclusions.

®,
0‘0

Including other industries in the research for
sectoral comparison, such as manufacturing,
banking, and IT.

Examining the effect on financial measures of
various CSR efforts (environmental, social, and
governance).

Comparing Indian and international FMCG
firms’ CSR and financial performance.
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IV. DATA ANALYSIS & INTERPRETATION

DESCRIPTIVE STATISTICS
Table 2: Descriptive Statistics
N Range Minimum Maximum Mean Std. Deviation
CSR 50 398.33 5.72 404.05 74.5860 106.34124
DER 50 .90 .01 91 1570 25823
NPM 50 29.24 3.93 33.17 15.9060 6.55499
ROA 50 38.68 2.72 41.40 17.7160 9.97635
ROE 50 98.29 4.83 103.12 35.8480 30.28311
FS 50 3.51 7.86 11.38 9.4190 .95845
Valid N 50
(listwise)

Source: SPSS Output

The descriptive statistics for the study
variables are shown in Table 2. The average NPM,
ROA, ROE, and FS values are 15.9060, 17.7160,
35.8480, and 9.4190, in that order. Out of all the
variables, DER has the lowest mean value (0.1570)
and standard deviation (0.25823), whereas CSR has
the highest mean value (74.5860) and standard
deviation (106.3412).

With a mean of 74.5860 for the CSR
variable, we can say that the Indian FMCG
companies have a rather high level of knowledge
regarding CSR initiatives. CSR and ROE have a
high S.D., which indicates significant differences
between the companies. The mean DER (0.1570)
indicates that companies rely more on equity
financing than debt, and FS is stable, with a small
S.D. (0.95845), which indicates less variation in
firm size among the companies.

CORRELATION ANALYSIS
Table 3: Correlation
CSR DER NPM ROA ROE FS
CSR Pearson Correlation 1 -.280° 718™ .148 -.058 8417
Sig. (2-tailed) .049 .000 .306 .690 .000
N 50 50 50 50 50 50
DER Pearson Correlation -.280° 1 -425™ -.175 -.019 -.193
Sig. (2-tailed) .049 .002 225 .893 178
N 50 50 50 50 50 50
NPM Pearson Correlation 718" -425™ 1 .569™ .196 372
Sig. (2-tailed) .000 .002 .000 172 .008
N 50 50 50 50 50 50
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ROA Pearson Correlation .148 -.175 .569™ 1 .825™ =299
Sig. (2-tailed) .306 225 .000 .000 .035
N 50 50 50 50 50 50
ROE Pearson Correlation -.058 -.019 .196 .825™ 1 -.356"
Sig. (2-tailed) .690 .893 172 .000 .011
N 50 50 50 50 50 50
FS Pearson Correlation .841™ -.193 3727 -.299 -.356 1
Sig. (2-tailed) .000 178 .008 .035 011
N 50 50 50 50 50 50
*_Correlation is significant at the 0.05 level (2-tailed).
**_ Correlation is significant at the 0.01 level (2-tailed).

Source: SPSS Output

A relationship between independent and
dependent variables is established by Pearson
correlation  analysis, as Table 3’s result
demonstrates. ROE (corr.= -.058) had a negligible
correlation with CSR. DER (corr.= -.280) had a
negative correlation, ROA (corr.= .148) had a
weakly positive correlation, NPM (corr.= .718), and
FIRM SIZE (corr.= .841) had a strongly positive
correlation with CSR.

The correlation’s P-value is known as the
sig. (2-tailed). The relationship is statistically
significant if P < 0.05. The relationship with CSR
and DER (P=0.049), NPM (P=0.000), FIRM SIZE
(P=0.000) had indicated P<0.05, therefore rejected
the null hypothesis, which means there is a
significant relationship between DER, NPM, FIRM
SIZE and CSR. The relationship with CSR and
ROA (P=0.306), ROE (P=0.690) had indicated
P>0.05, which means there is an insignificant
relationship between ROA, ROE and CSR.

REGRESSION ANALYSIS
Model 1: When DER is considered as the Dependent Variable
Table 4: ANOVA
Model Sum of Squares df Mean Square F Sig.
1 Regression 275 2 138 2.162 126°
Residual 2.992 47 .064
Total 3.267 49
a. Dependent Variable: DER
b. Predictors: (Constant), FS, CSR
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Table 5: Coefficients

Model Unstandardized Coefficients Standardized t Sig.
Coecfficients
B Std. Error Beta
1 (Constant) -.132 616 -214 .831
CSR -.001 .001 -.400 -1.550 128
FS .038 .069 142 .553 .583
a. Dependent Variable: DER

Source: SPSS Output

The ANOVA table shows that the model does not significantly explain the variance in DER.
In the coefficients table, both CSR (P=0.128) and FS (P=0.583) have high p-values, indicating that neither
variable has a significant effect on DER. Additionally, the constant term is also not significant (P=0.831). in
short, the findings suggest that CSR and FS do not have a meaningful impact on DER.

Model 2:When NPM is considered as the Dependent Variable

Table 6: ANOVA
Model Sum of Squares df Mean Square F Sig.
1 Regression 1469.054 2 734.527 54.249 .000°
Residual 636.371 47 13.540
Total 2105.425 49
a. Dependent Variable: NPM
b. Predictors: (Constant), FS, CSR
Table 7: Coefficients
Model Unstandardized Coefficients Standardized t Sig.
Coefficients
B Std. Error Beta
1 (Constant) 60.330 8.989 6.712 .000
CSR .085 .009 1.381 9.324 .000
FS -5.390 1.013 -.788 -5.323 .000
a. Dependent Variable: NPM

Source: SPSS Output

The regression model is statistically significant (F = 54.249, P = 0.000), indicating that CSR and Firm
Size (FS) significantly affect Net Profit Margin (NPM). The coefficient for CSR (B = 0.085, P = 0.000) shows a
positive impact, meaning higher CSR spending increases profitability. In contrast, FS (f = -5.390, P = 0.000)
has a negative impact, suggesting larger firms tend to have lower profit margins. Overall, CSR positively
influences NPM, while firm size negatively affects it among FMCG companies in India.

Model 3:When ROA is considered as the Dependent Variable

Table 8: ANOVA
Model Sum of Squares df Mean Square F Sig.
1 Regression 3088.707 2 1544.353 40.592 .000°
Residual 1788.141 47 38.046
Total 4876.848 49

a. Dependent Variable: ROA

b. Predictors: (Constant), FS, CSR
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Table 9:Coefficients
Model Unstandardized Coefficients Standardized t Sig.
Coecfficients
B Std. Error Beta
1 (Constant) 149.750 15.068 9.938 .000
CSR 128 .015 1.362 8.349 .000
FS -15.029 1.698 -1.444 -8.854 .000
a. Dependent Variable: ROA

Source: SPSS Output

The regression model is statistically significant (F =40.592, P = 0.000), indicating that CSR and Firm Size (FS)
significantly affect Return on Assets(ROA). The coefficient for CSR (B = 0.128, P = 0.000) has a positive
impact, indicating that higher CSR spending increases return on assets, while FS (f = -15.029, P = 0.000) has a
negative impact, meaning larger firms experience lower ROA. Thus, CSR enhances profitability, whereas firm
size reduces it in FMCG companies.

Model 4:When ROE is considered as the Dependent Variable

Table 10: ANOVA
Model Sum of Squares df Mean Square F Sig.
1 Regression 14619.533 2 7309.766 11.332 .000°
Residual 30316.738 47 645.037
Total 44936.271 49
a. Dependent Variable: ROE
b. Predictors: (Constant), FS, CSR

Table 11:Coefficients

Model Unstandardized Coefficients Standardized t Sig.
Coefficients
B Std. Error Beta
1 (Constant) 330.186 62.043 5322 .000
CSR 234 .063 .823 3.720 .001
FS -33.105 6.990 -1.048 -4.736 .000
a. Dependent Variable: ROE

Source: SPSS Output

The regression model is statistically significant (F = have lower ROE. Overall, CSR enhances
11.332, P = 0.000), indicating that CSR and Firm profitability, while firm size reduces it among
Size significantly influence ROE. The coefficient of FMCG companies in India.

CSR (B =0.234, P = 0.001) shows a positive impact,
meaning higher CSR spending increases return on
equity. In contrast, FS (B =-33.105, P = 0.000) has a
negative impact, suggesting that larger firms tend to
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V. RESULT
SR. HYPOTHESIS P- ACCEPT/ INTERPRETATION
NO. VALUE REJECT
l. There is no significant impact 0.831 Accept P-value is more than 0.05. There is
of CSR on the Debt-Equity Mix an insignificant impact of CSR on
of selected FMCG companies the Debt-Equity Mix of selected
in India. FMCG companies in India.
There is no significant impact 0.000 Reject P-value is less than 0.05. There is
of CSR on NPM of selected a significant impact of CSR on the
FMCG companies in India. NPM  of selected FMCG
companies in India.
There is no significant impact 0.000 Reject P-value is less than 0.05. There is
of CSR on the ROA of selected a significant impact of CSR on the
FMCG companies in India. ROA  of selected FMCG
companies in India.
There is no significant impact 0.000 Reject P-value is less than 0.05. There is
of CSR on the ROE of selected a significant impact of CSR on the
FMCG companies in India. ROE  of selected FMCG
companies in India.

VII. CONCLUSION

The findings show that the debt-equity mix
is not significantly impacted by CSR spending,
indicating that financial policies, market conditions,
and business strategy have a greater influence on
companies’ capital structure decisions than do their
CSR initiatives. Nonetheless, the study discovered a
statistically significant relationship between CSR
spending and profitability, suggesting that the
businesses that make active CSR investments
typically see an improvement in their financial
results. Stronger consumer trust, improved brand
recognition, and all factors that lead to increased
sales and profitability.

VIII. RECOMMENDATIONS

The results suggest that, in order to
optimise financial gains, FMCG companies should
embrace corporate social responsibility strategically
and integrate it with their main business goals.
Companies should think of CSR as an investment
that increases long-term profitability rather than as a
cost. To accumulate the trust of stakeholders and
investors, businesses should also increase the
openness of their CSR reporting. Businesses want to

take a long-term view of their CSR spending to
ensure that projects are feasible and enhance overall
company sustainability.
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