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ABSTRACT: This study investigates the relationship between Corporate Social Responsibility (CSR) and the 

financial performance of retail banks in Pakistan. While CSR has been extensively adopted by organisations in 

developed nations, it remains a relatively novel concept in developing countries like Pakistan, where CSR 

initiatives are not as deeply ingrained in corporate strategies. This research addresses a significant gap in the 

literature by examining the specific impact of CSR on financial performance within the Pakistani banking sector. 

The study integrates various CSR theories, including stakeholder and agency theories, to provide a comprehensive 

understanding of how CSR influences financial outcomes. Utilising a mixed-methods approach, both qualitative 

and quantitative data were collected through stratified sampling from key stakeholders in the banking industry. 

Advanced analytical tools such as SPSS and NVivo were employed for data analysis. The findings reveal a strong 

positive correlation between CSR activities and the financial performance of Pakistani banks, indicating that banks 

engaging in CSR can achieve enhanced profitability, improved stakeholder relationships, and long-term 

sustainability. This study contributes to existing literature by offering context-specific insights, particularly within 

the banking sector of a developing country, and provides strategic recommendations for improving CSR practices 

in Pakistan, aligning organisations better with global standards and societal expectations. 
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1. INTRODUCTION 

1.1 Background 

Corporate Social Responsibility (CSR) has increasingly become a critical element of corporate strategy, 

particularly in developed nations, where it is widely integrated into business operations to enhance reputation, 

customer loyalty, and financial performance (Hamdoun, Achabou and Dekhili, 2022; Le, 2023). In these regions, 

CSR is not merely seen as a philanthropic activity but as a strategic investment that can lead to long-term business 

success (Kim, 2022). However, in developing countries like Pakistan, CSR is still an emerging concept, with less 

consistent adoption across industries, particularly in the banking sector (Rehman et al., 2020). The Pakistani 

banking sector, a critical pillar of the country's economy, has only recently begun to acknowledge the potential 

benefits of CSR, yet the impact of these initiatives on financial performance remains largely underexplored (Yusuf 

et al., 2024). 

 

Operating in a challenging environment characterised by economic volatility, regulatory pressures, and societal 

expectations, the Pakistani banking sector faces unique obstacles and opportunities in integrating CSR into its 

operations (Khan, 2024). Unlike in developed countries, where CSR often addresses advanced issues like 

environmental sustainability, in Pakistan, CSR efforts may need to focus more on immediate social challenges 

such as poverty alleviation, education, and healthcare (Kamran et al., 2021). This distinct socio-economic context 

necessitates a tailored approach to CSR, making it essential to explore how these initiatives are implemented in 

Pakistani banks and what impact they have on financial performance (Taimur, 2022). 

 

 

This research is both timely and significant, as it seeks to explore the relatively under-researched area of CSR in 

Pakistan’s banking sector. By examining the relationship between CSR practices and financial performance, this 

study aims to fill a crucial gap in the literature, providing insights that can help banks in Pakistan align their CSR 

strategies with financial objectives, ultimately contributing to more sustainable and socially responsible business 

practices in the country. 
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1.2 Research Context 

This study focuses on the relationship between CSR initiatives and the financial performance of retail banks in 

Pakistan. While CSR is well-established in the developed world, its adoption in Pakistan is relatively new, facing 

distinct challenges and offering unique opportunities (Raziq and Wajid, 2021). The country's socio-economic 

conditions, coupled with its evolving corporate landscape, provide a compelling context to explore how CSR can 

influence financial outcomes. By examining CSR practices in the Pakistani banking sector, this research aims to 

shed light on the potential benefits and drawbacks of these initiatives in a developing economy. 

 

1.3 Purpose of the Study 

The purpose of this study is to explore the relationship between Corporate Social Responsibility (CSR) and the 

financial performance of retail banks in Pakistan. By focusing on a key sector of the economy, this research aims 

to assess how CSR practices influence profitability and financial stability. It also seeks to understand bank 

managers' perceptions of CSR, which are crucial for effective implementation. Additionally, the study provides 

an overview of current CSR practices in Pakistani banks and offers practical recommendations for enhancing 

these practices. Ultimately, the study aims to demonstrate that CSR can be a strategic tool for financial success 

and sustainable growth in Pakistan’s banking sector. 

 

1.4 Aim and Objectives 

The primary aim of this research is to explore the relationship between Corporate Social Responsibility (CSR) 

and the financial performance of retail banks in Pakistan, focusing on how CSR practices influence profitability 

and overall financial health. 

• To examine the nature and extent of CSR practices currently implemented by Pakistani banks. 

• To assess the perceptions and attitudes of bank managers towards CSR and its relevance to their business 

operations. 

• To evaluate the impact of CSR on key financial performance indicators such as profitability, return on assets 

(ROA), return on equity (ROE), and earnings per share (EPS). 

• To provide strategic recommendations for enhancing CSR practices in the Pakistani banking sector, aligning 

them with financial goals for sustainable business growth. 

 

1.5 Research Significance 

This research is significant as it contributes to the growing body of literature on CSR in developing countries, 

specifically within the Pakistani banking sector. By examining the link between CSR and financial performance, 

this study offers valuable insights for banking professionals, policymakers, and researchers interested in the 

practical implications of CSR. The findings can help banks in Pakistan and similar developing economies to 

develop more effective CSR strategies that align with their financial goals, ultimately leading to more sustainable 

business practices and improved stakeholder relations (Asghar et al., 2020). 

 

1.6 Rationale of the Research 

The rationale for this research lies in the growing importance of Corporate Social Responsibility (CSR) as a 

strategic tool for enhancing both social impact and financial performance (Coelho, Jayantilal and Ferreira, 2023). 

While CSR is well-integrated and studied in developed nations, its impact in developing economies like Pakistan 

remains underexplored (Owusu et al., 2024). The banking sector in Pakistan, a key economic player, provides a 

unique context to study how CSR affects financial outcomes, especially given the distinct socio-economic 

challenges faced by businesses in developing countries (Bukhari, Hashim and Amran, 2021). 

 

This study aims to fill a significant gap in the literature by evaluating the impact of CSR on financial performance 

indicators such as profitability, return on assets (ROA), and return on equity (ROE) within Pakistani banks. 

Additionally, it explores the perceptions of bank managers towards CSR, which are critical for the successful 

implementation of these initiatives (Yasir et al., 2023). 

 

By providing insights and practical recommendations, this research contributes to both academic understanding 

and the practical enhancement of CSR strategies in Pakistan’s banking sector, helping align CSR with financial 

objectives for sustainable growth (Ahsan, 2024). 

 

2. LITERATURE REVIEW 
2.1 Introduction 

The concept of Corporate Social Responsibility (CSR) has gained significant traction in both academic literature 

and business practice over the past few decades. This chapter aims to provide a detailed review of the literature 

surrounding CSR, with a focus on its relationship with financial performance, particularly within the banking 

sector. 
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The review will cover the evolution of CSR, its theoretical foundations, and the specific challenges and 

opportunities associated with CSR in developing countries like Pakistan. Additionally, the chapter will include a 

discussion on the current state of CSR in the Pakistani banking sector and its potential impact on financial 

performance, supported by relevant figures and charts. 

 

2.2 Evolution of Corporate Social Responsibility 

CSR has evolved significantly from a peripheral business concern to a central component of corporate strategy. 

Initially, CSR was largely associated with philanthropy and charity work, where companies engaged in charitable 

activities to enhance their public image (Yu, 2020). Over time, the concept has expanded to include a broader 

range of activities aimed at creating shared value for both businesses and society. Modern CSR is now seen as a 

way for companies to manage their economic, social, and environmental impacts in a way that aligns with their 

business objectives (Carroll, 2021). 

 

2.3 Theoretical Foundations of CSR 

The theoretical underpinnings of CSR are diverse, reflecting the complex nature of the concept. Several key 

theories provide a framework for understanding CSR and its implications for business practice. 

 

2.3.1 Stakeholder Theory 

Stakeholder Theory, introduced by Freeman (1984), posits that businesses must consider the interests of all 

stakeholders—employees, customers, suppliers, communities, and shareholders—in their decision-making 

processes (Goyal, 2022). This theory challenges the traditional focus on shareholders alone, arguing that long-

term business success depends on managing relationships with all stakeholders effectively. The stakeholder model, 

highlighting the various groups that businesses must consider in their CSR strategies. 

 

2.3.2 Carroll’s CSR Pyramid 

One of the most widely recognised frameworks for understanding CSR is Carroll’s CSR Pyramid (Carroll, 1991). 

The pyramid categorises CSR into four levels: economic, legal, ethical, and philanthropic responsibilities. 

According to Carroll, businesses must first fulfil their economic and legal obligations before addressing ethical 

and philanthropic concerns. This model has been influential in shaping how companies approach CSR, particularly 

in balancing profit-making with social responsibility. The pyramid structure, shown below, visually represents the 

hierarchical nature of these responsibilities. 

 

 
Figure 2.1: Carroll’s CSR Pyramid (Carroll, 1991) 
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2.3.3 Agency Theory 

Agency Theory, as discussed by Jensen and Meckling (1976), explores the potential conflicts that can arise 

between managers and shareholders (Lestari, 2023). In the context of CSR, this theory suggests that managers 

might engage in CSR activities that enhance their own reputation or career prospects, even if these activities do 

not directly benefit shareholders. This theory highlights the importance of aligning CSR initiatives with 

shareholder interests to avoid potential conflicts. 

 

2.4 CSR and Financial Performance 

The relationship between CSR and financial performance has been the subject of extensive research, with studies 

yielding mixed results. This section explores the various perspectives on this relationship. 

 

A significant body of literature suggests that CSR can impact financial performance in different ways. The key 

findings from the literature on the relationship between CSR and CFP can be summarised as follows: 

 

Table 2.1: The nature of CSR and CFP 

 Key References 

Positive 

Relationship 

Homayoun et al. (2023): Demonstrated a positive link between CSR and CFP, emphasizing 

the mediating role of green innovation. 

Mashayekhi et al. (2023): Confirmed the positive impact of CSR on financial performance, 

noting investor interest in robust CSR practices. 

Martínez-Conesa et al. (2019): Found that CSR activities, particularly those related to 

innovation, positively impact firm value and performance. 

Wang et al. (2021): Showed that CSR positively influences CFP, particularly in industries 

where sustainability is a key strategic focus. 

Kang et al. (2022): Highlighted that CSR activities in developing economies significantly 

enhance financial performance due to improved reputation and stakeholder trust. 

Negative 

Relationship 

Lin et al. (2019): Found that while CSR itself may not negatively impact CFP, corporate 

political activities (CPAs) can negatively moderate this relationship, leading to reduced 

financial benefits.                                                                      

Bhatia & Makkar (2020): Suggested that overemphasis on CSR can lead to reduced 

financial performance due to resource diversion. 

Muller & Kräussl (2020): Found that excessive focus on CSR in certain sectors can detract 

from core business activities, negatively impacting financial outcomes. 

No Significant 

Relationship 

Lin et al. (2019): Highlighted that, in some contexts, CSR has no significant direct effect 

on CFP, underscoring the complex and contingent nature of this relationship. 

Javed et al. (2020): Found no consistent relationship between CSR activities and financial 

outcomes across different sectors. 

Sun & Cui (2021): Found that CSR efforts did not significantly alter financial performance 

in firms with already strong market positions 

U-

shaped/Inverted 

U-shaped 

Glorida et al. (2020): Discussed the potential U-shaped or inverted U-shaped relationship 

between CSR and CFP, where the financial impact varies based on the extent and type of 

CSR activities. 

Barnett & Salomon (2021): Identified a U-shaped relationship, indicating that moderate 

levels of CSR are most beneficial to CFP. 

Hassan (2023): Found an inverted U-shaped relationship, with financial performance 

peaking at moderate levels of CSR and declining when CSR is either too low or too high. 
 

 

2.5 CSR in Developing Countries 

CSR in developing countries, including Pakistan, is often driven by different motivations and faces distinct 

challenges compared to developed nations. In many developing economies, CSR is primarily seen as a tool for 

addressing pressing socio-economic challenges such as poverty, education, and healthcare (Medina‐Muñoz and 

Medina‐Muñoz, 2020). Companies in these regions may engage in CSR not just to enhance their reputation, but 

also to fill gaps left by inadequate government services. 

 

2.5.1 CSR as a Strategic Tool 

Despite these challenges, CSR can be a strategic tool for businesses in developing countries. By addressing social 

and environmental issues, companies can build trust with local communities, reduce operational risks, and create 

new market opportunities. The role of CSR in addressing these challenges is particularly important in sectors that 

have a significant impact on local communities, such as mining, agriculture, and banking. 
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The following figure illustrates the key challenges and opportunities associated with CSR in developing countries, 

highlighting the unique factors that companies must consider when implementing CSR strategies. 

 

Table 2.2: CSR in Developing Countries: Challenges and Opportunities 

Decade 

Concepts 

Key Developments Citations 

1950s 

Business Ethics and 

Philanthropy 

Early focus on corporate philanthropy and ethical practices, 

with limited integration into core business strategy. 

Latapí Agudelo, 

Jóhannsdóttir and 

Davídsdóttir (2019) 

1950s 

Corporate Social 

Responsibility (CSR) 

Howard Bowen's 1953 work, "Social Responsibilities of the 

Businessman," is often considered the foundational text of 

modern CSR. 

Latapí Agudelo, 

Jóhannsdóttir and 

Davídsdóttir (2019) 

1970s 

Corporate Social 

Responsibility (CSR) 

CSR gains traction, with increased debate spurred by Milton 

Friedman's 1970 article "The Social Responsibility of Business 

is to Increase Its Profits." 

Du and Xie (2021) 

1970s 

Corporate Social 

Responsiveness 

Emerges as a concept focusing on how businesses should 

respond to societal expectations and pressures. 

Schwab and Vanham 

(2021) 

1980s 

Stakeholder Model 

The Stakeholder theory gains prominence, particularly after R. 

Edward Freeman’s 1984 book "Strategic Management: A 

Stakeholder Approach." 

Schwab and Vanham 

(2021) 

1980s 

Corporate Social 

Performance (CSP) 

Introduction of CSP to measure and evaluate corporate social 

responsibility efforts. 

Schwab and Vanham 

(2021); Broadstock et 

al. (2021) 

1990s 

Corporate Citizenship 

Companies begin to be seen as "citizens" with responsibilities 

to society, beyond just generating profits. 

Du and Xie (2021); 

Schwab and Vanham 

(2021) 

1990s 

Triple Bottom Line 

(TBL) 

John Elkington introduces the Triple Bottom Line in 1994, 

emphasizing People, Planet, and Profit as the three pillars of 

corporate performance. 

Schwab and Vanham 

(2021) 

2000s 

ESG (Environmental, 

Social, and 

Governance) 

Reporting 

ESG reporting starts gaining traction, with frameworks for 

companies to disclose their performance in these critical areas 

becoming more formalized. 

Schwab and Vanham 

(2021) 

2000s 

Corporate Social 

Rectitude 

Although less commonly discussed, this term is used in 

conversations about the ethical responsibilities of corporations. 

Du and Xie (2021) 

2010s 

ESG Reporting 

ESG reporting becomes mainstream, driven by investor 

demand and regulatory requirements. 

Schwab and Vanham 

(2021); Endiana et al. 

(2020) 

2010s 

Social Impact 

Investing 

Significant growth in social impact investing, where investors 

focus on generating positive social and environmental 

outcomes alongside financial returns. 

Endiana et al. (2020) 

2010s 

Circular Economy 

The concept of a circular economy gains importance, focusing 

on sustainability by minimizing waste and maximizing resource 

use. 

Mazur and Walczyna 

(2020) 

2015 

Sustainable 

Development Goals 

(SDGs) 

The United Nations launches the SDGs, providing a global 

framework for sustainability efforts that influence corporate 

strategies and policies. 

Schwab and Vanham 

(2021) 

2020s 

Corporate Purpose 

Companies increasingly integrate broader societal goals, 

including sustainability and social equity, into their core 

strategies, beyond just profit maximization. 

Schwab and Vanham 

(2021) 

2020s 

Sustainable 

Development 

Continued focus on sustainable development, closely aligned 

with the SDGs and corporate strategies emphasizing long-term 

societal well-being. 

Schwab and Vanham 

(2021); Mazur and 

Walczyna (2020) 

Source: Authors’ own ranking based on content analysis 
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2.5.2 Unique Challenges 

In developing countries, businesses often operate in environments characterised by weaker regulatory 

frameworks, higher levels of corruption, and greater socio-economic disparities (Hassan, 2023).  

These conditions can make it more challenging for companies to implement effective CSR strategies. Moreover, 

there may be less public awareness and pressure for companies to engage in CSR, leading to lower levels of CSR 

adoption. 

 

2.6 CSR in the Pakistani Banking Sector 

The adoption of CSR in the Pakistani banking sector has been gradual, with a focus on areas such as community 

development, education, and health initiatives (Uddin, 2024). However, the impact of these initiatives on financial 

performance is not well-documented, and there is a need for more empirical research to understand this 

relationship fully. 

 

2.6.1 Current CSR Practices 

Pakistani banks have increasingly recognised the importance of CSR, particularly in light of growing regulatory 

pressures and the need to build trust with customers (Ahmad, 2021). Many banks have launched initiatives aimed 

at improving financial literacy, supporting small businesses, and investing in community development projects. 

However, these initiatives vary widely in scope and effectiveness, with some banks integrating CSR into their 

core business strategies more effectively than others. 

 

2.6.2 Impact on Financial Performance 

Some studies suggest that banks that engage in CSR may benefit from improved customer loyalty, enhanced brand 

reputation, and reduced regulatory risks. However, other studies have found that CSR activities can be seen as a 

cost rather than an investment, particularly in a market where CSR is not yet fully understood or appreciated by 

consumers (Bhattacharya, Good, and Sardashti, 2020). 

 

The following chart presents a comparison of CSR investments and financial performance across several major 

Pakistani banks, highlighting the variability in CSR practices and their potential impact on financial outcomes. 

 

Table 2.3: Ranking based on overall disclosure score 2008-2024 

Banks Average CSR Indices (%) Ranking 

Habib Bank Limited 72.6 1 
Allied Bank Limited 71.4 2 

National Bank of Pakistan 70.5 3 
Meezan Bank 68.8 4 
MCB Bank 67.7 5 
United Bank Limited 67.2 6 

Standard Chartered Bank 66.4 7 
Bank Alfalah 65.7 8 
Askari Bank 64.9 9 
Bank of Punjab 63.1 10 

Bank Alhabib 62.8 11 
Faysal Bank 61.7 12 
JS Bank 60.8 13 
Habib Metropolitan Bank 59.5 14 

Silk Bank 58.3 15 
Summit Bank 56.7 16 
Soneri Bank 55.2 17 
Samba Bank 54.4 18 

Bank Islami 53.9 19 
Khyber Bank 51.1 20 

Source: Authors’ own ranking based on content analysis 



International Journal Multidisciplinary Business Management (IJMBM)– Volume 12 Issue 5, 2024 

ISSN: 2286-8445                          www.ijmbm.org                                              Page 7 

2.7 Conclusion 

The literature review highlights the complex and evolving nature of CSR and its impact on financial performance. 

While CSR has the potential to enhance financial outcomes, its effectiveness depends on how well it is integrated 

into the core business strategy and aligned with the interests of various stakeholders. In the context of Pakistan, 

the banking sector presents a unique opportunity to explore the impact of CSR on financial performance, given 

the sector's critical role in the economy and the distinct socio-economic challenges it faces. 

 

Future research should focus on providing empirical evidence on the relationship between CSR and financial 

performance in the Pakistani banking sector, considering the unique challenges and opportunities presented by the 

local context. This will help to provide a more nuanced understanding of how CSR can be leveraged to achieve 

both social and financial goals in developing economies. 

 

3. CONCEPTUAL FRAMEWORK AND HYPOTHESIS DEVELOPMENT 

 
3.1 Conceptual Framework 

The conceptual framework for this study is designed to explore the relationship between Corporate Social 

Responsibility (CSR) and the financial performance of banks in Pakistan. This framework is grounded in 

established theories and literature, aiming to develop a model that links various dimensions of CSR with financial 

performance indicators such as profitability, return on assets (ROA), and return on equity (ROE). 

 

3.1.1 CSR Dimensions 

CSR is a multi-faceted concept that includes various dimensions. This study categorises CSR activities into four 

key dimensions, following Carroll’s (1991) CSR Pyramid: 

• Economic Responsibility: The fundamental obligation of businesses to be profitable and economically 

sustainable. 

• Legal Responsibility: The requirement for businesses to comply with laws and regulations. 

• Ethical Responsibility: The expectation for businesses to act in an ethically sound manner, beyond mere 

legal compliance. 

• Philanthropic Responsibility: Voluntary activities aimed at improving societal welfare, including charitable 

contributions and community services. 

These dimensions are central to the conceptual framework, which evaluates how each aspect of CSR influences 

the financial performance of banks. 

 

3.1.2 Financial Performance Indicators 

Financial performance in this study is assessed using three primary indicators: 

• Profitability: Measured through metrics such as net profit margin and earnings before interest and taxes 

(EBIT). 

• Return on Assets (ROA): A measure of how efficiently a bank uses its assets to generate profits. 

• Return on Equity (ROE): A measure of profitability relative to shareholders' equity, indicating how 

effectively the bank is using equity financing to generate income. 

The conceptual framework hypothesises that CSR activities across the economic, legal, ethical, and philanthropic 

dimensions positively impact these financial performance indicators. 

 

3.1.3 Mediating and Moderating Variables 

The relationship between CSR and financial performance may be influenced by several factors: 

Corporate Reputation: This study proposes that a positive corporate reputation mediates the relationship 

between CSR activities and financial performance, enhancing customer loyalty, improving employee morale, and 

attracting better business opportunities (Ahmad et al., 2000). 

Regulatory Environment: The regulatory environment is posited as a moderating variable. Stronger regulatory 

oversight is expected to amplify the positive effects of CSR on financial performance (Liu et al., 2022). 

Market Competition: The intensity of market competition may also moderate the CSR-financial performance 

relationship, with CSR potentially having a more significant impact in highly competitive markets where 

differentiation is essential (Long et al., 2020). 

Conceptual Framework Diagram 

The following diagram illustrates the conceptual framework of the study, depicting the hypothesised relationships 

between CSR dimensions, financial performance indicators, and the mediating and moderating variables. 
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Figure 3.1: Conceptual Framework of CSR and Financial Performance 

 
Source: Conceptual Framework of CSR and Financial Performance (Author's own, 2024). 

 

3.2 Hypothesis Development 

Based on the conceptual framework, the following hypotheses are proposed to test the relationships between CSR 

activities and financial performance in the Pakistani banking sector. 

 

Hypothesis 1: CSR and Profitability 

H1: There is a positive relationship between CSR activities and the profitability of banks in Pakistan. 

This hypothesis is supported by literature suggesting that CSR can enhance a company’s reputation, leading to 

increased customer loyalty, improved employee satisfaction, and ultimately better financial outcomes (Ali et al., 

2022; Nazish and Akhtar, 2021; Yasir et al, 2023). 

 

Hypothesis 2: CSR and Return on Assets (ROA) 

H2: CSR activities are positively related to the return on assets (ROA) of banks in Pakistan. 

ROA is a critical measure of how efficiently a bank uses its assets to generate profits. The hypothesis is based on 

the premise that CSR activities, particularly those focused on ethical and legal responsibilities, improve 

management practices and operational efficiency, thereby enhancing ROA (Yasir et al., 2023; Zara, Saleem and 

Khan, 2022). 

 

Hypothesis 3: CSR and Return on Equity (ROE) 

H3: There is a positive relationship between CSR activities and return on equity (ROE) in Pakistani banks. 

ROE measures the profitability relative to shareholders' equity. Engaging in CSR, especially in areas such as 

economic and philanthropic responsibility, is expected to improve ROE by strengthening stakeholder relationships 

and ensuring sustainable investment returns (Carroll, 1991; Zafar, Sulaiman and Nawaz, 2022). 

 

Hypothesis 4: The Mediating Role of Corporate Reputation 

H4: Corporate reputation mediates the relationship between CSR activities and the financial performance of 

banks. 

This hypothesis posits that the positive effects of CSR on financial performance are partially mediated by an 

enhanced corporate reputation, which attracts more customers, improves employee morale, and reduces costs 

associated with regulatory fines or negative public perception (Kankam-Kwarteng et al., 2024; Nguyen, Mai and 

Cao, 2021). 

 

Hypothesis 5: The Moderating Role of the Regulatory Environment 

H5: The regulatory environment moderates the relationship between CSR activities and financial performance, 

with stronger regulations amplifying the positive impact of CSR. 

In environments with strong regulatory oversight, the benefits of CSR activities are expected to be more 

pronounced, as companies engaging in responsible practices may gain competitive advantages through 

compliance and reduced legal risks (Zampone, Sannino and García‐Sánchez, 2023). 

3.3 Conclusion 

The conceptual framework and hypotheses developed in this chapter provide a structured approach to 

investigating the relationship between CSR and financial performance in the Pakistani banking sector. By 
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empirically testing these hypotheses, the study aims to contribute to the existing body of knowledge on CSR, 

particularly in the context of developing economies. The following chapter will outline the research methodology 

used to test these hypotheses and validate the conceptual framework. 

 

4. RESEARCH METHODOLOGY 
4.1 Introduction 

This chapter presents the comprehensive research methodology employed to investigate the relationship between 

Corporate Social Responsibility (CSR) and financial performance in the Pakistani banking sector. The 

methodology includes a detailed discussion on research design, sampling strategy, data collection methods, and 

the analytical techniques used to test the hypotheses. Additionally, the chapter addresses ethical considerations 

and outlines the limitations of the study. This structured approach ensures the research is robust, reliable, and 

capable of providing meaningful insights into the CSR-financial performance nexus in a developing economy 

context. 

 

4.2 Research Design 

The research design for this study is a quantitative correlational design. This approach is chosen to examine the 

relationships between CSR activities and financial performance indicators (profitability, ROA, and ROE) without 

manipulating any variables. A correlational design is ideal for identifying and measuring the strength and direction 

of relationships between naturally occurring variables (Mohajan, 2020). Furthermore, the study employs a cross-

sectional approach, collecting data from a representative sample of banks at a single point in time to capture the 

current state of CSR practices and their impact on financial performance. 

 

The research design encompasses essential elements, including variables, sampling strategy, and data analysis 

techniques. This design is structured to gather pertinent data effectively while concentrating on the relationship 

between Corporate Social Responsibility (CSR) and financial performance. 

 

4.2.1 Justification for Quantitative Approach 

A quantitative approach is justified given the study’s aim to quantify the impact of CSR activities on financial 

performance using numerical data from financial statements and CSR reports (Dimitropoulos and Koronios, 

2021). This approach allows for the application of statistical techniques to test the hypotheses, providing objective 

and generalisable findings. Quantitative methods are particularly useful in business research for establishing 

patterns and relationships that can be applied across similar contexts (Cuervo-Cazurra et at., 2020). 

 

4.3 Sampling Strategy 

4.3.1 Population and Sample 

The population for this study consists of all retail banks operating in Pakistan, as these institutions are significant 

players in the country's financial system and are increasingly adopting CSR practices. To ensure the sample is 

representative of the entire population, a stratified random sampling technique is employed. Stratified sampling 

is chosen to account for the diversity within the banking sector, particularly differences in bank size, market share, 

and CSR engagement (Parray, Iqbal and Mushtaq, 2024). This approach allows for more accurate and reliable 

generalisations about the relationship between CSR and financial performance across different types of banks. 

 

4.3.2 Determining Sample Size 

The sample size is determined based on the total number of retail banks in Pakistan, with a target of including a 

minimum of 30 banks. This sample size is considered sufficient to achieve statistical significance and provide 

reliable results (Serder et al., 2021). The sample includes a mix of large, medium, and small banks to capture a 

comprehensive view of CSR practices and financial outcomes across the sector. The sampling frame consists of a 

list of all licensed retail banks in Pakistan, obtained from the State Bank of Pakistan. Banks are categorised into 

strata based on their size (large, medium, small) and market share. Within each stratum, banks are randomly 

selected to ensure that the sample accurately reflects the diversity of the banking sector. 

 

4.3.3 Justification for Stratified Sampling 

Stratified sampling is justified in this study to address potential biases from simple random sampling, particularly 

in the heterogeneous banking sector. By stratifying the population, the study ensures that all relevant subgroups 

are adequately represented, increasing the precision and reliability of the findings (Ahmad, Alias, & Razak, 2023). 

This approach reduces the risk of over- or under-representation of certain groups, preventing skewed results. 

Moreover, it allows for a more nuanced analysis of each subgroup, supporting the study’s goal of obtaining a 

comprehensive understanding of the factors being investigated (Ahmad, Alias, & Razak, 2023). 
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4.4 Data Collection Methods 

4.4.1 Secondary Data Collection 

The study relies primarily on secondary data, which includes financial reports, CSR disclosures, and sustainability 

reports from the sampled banks. Secondary data is appropriate for this research as it provides detailed, publicly 

available information that is relevant to the study’s objectives. The use of secondary data allows for the collection 

of a large amount of information in a cost-effective and time-efficient manner (Gillani and Niaz, 2024). 

 

4.4.2 Data Sources 

Financial Performance Data: Financial performance data is obtained from the annual reports of the banks, 

including key financial statements such as income statements, balance sheets, and cash flow statements. These 

reports provide metrics like profitability, ROA, and ROE, which are essential for the analysis. 

 

CSR Data: CSR-related data is extracted from CSR reports, sustainability reports, and other public disclosures 

available on the banks’ official websites. These documents include information on CSR activities, including those 

categorised under economic, legal, ethical, and philanthropic responsibilities. 

 

4.4.3 Data Collection Process 

The data collection process involves systematically extracting relevant financial and CSR information from the 

reports. The data is then compiled into a structured database for analysis. Meticulous attention is given to ensure 

that the data collected is accurate, thorough, and directly relevant to the study’s objectives. 

 

4.4.4 Justification for Secondary Data 

Secondary data is justified in this study because it allows access to extensive historical data, which is essential for 

identifying trends and relationships over time. Moreover, secondary data from reputable sources, such as audited 

financial reports, ensures the reliability and validity of the findings (Achmad, Ghozali and Pamungkas, 2022). 

 

4.5 Data Analysis Techniques 

To analyse the collected data and test the hypotheses, the study employs a combination of descriptive statistics, 

correlation analysis, and regression analysis. 

 

4.5.1 Descriptive Statistics 

Descriptive statistics are used to summarise the basic features of the data, providing a clear overview of the 

distribution of CSR activities and financial performance indicators within the sample. Measures such as mean, 

median, standard deviation, and range are calculated to understand the central tendencies and variability in the 

data (Mertler, Vannatta and LaVenia, 2021). 

 

4.5.2 Correlation Analysis 

Correlation analysis is conducted to measure the strength and direction of the relationships between CSR 

dimensions and financial performance indicators. Pearson’s correlation coefficient is used for this purpose, with 

values ranging from -1 to +1 indicating the strength and direction of the correlation. A positive correlation suggests 

that higher levels of CSR activity are associated with better financial performance, while a negative correlation 

indicates the opposite (Okafor, Adeleye and Adusei, 2021). 

 

4.5.3 Regression Analysis 

Multiple regression analysis is the primary technique used to test the study's hypotheses (Singh and Misra, 2021). 

This method allows for the assessment of the impact of multiple independent variables (CSR dimensions) on the 

dependent variables (financial performance indicators), while controlling for other factors such as bank size and 

market competition. The regression model is specified as follows: 

FP=β0+β1CSReconomic+β2CSRlegal+β3CSRethical+β4CSRphilanthropic+ϵ 

Where: 

• FP represents the financial performance indicator (e.g., profitability, ROA, ROE). 

• β1, β2, β3, β4 are the coefficients representing the impact of each CSR dimension. 

• ϵ is the error term, capturing the variation in financial performance not explained by the model. 

 

4.5.4 Hypothesis Testing 

The hypotheses are tested using the results of the regression analysis. The significance of each CSR dimension’s 

coefficient (β) is assessed to determine whether there is a statistically significant relationship between that 

dimension and the financial performance indicators (González-Rodríguez et al., 2021). The study also examines 

the overall fit of the regression model (e.g., R-squared value) to evaluate how well the model explains the variance 

in financial performance. The regression model used to analyse the relationship between CSR and financial 
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performance, detailing the variables and expected outcomes. The model is designed to test the impact of each 

CSR dimension on the financial performance of the banks. 

 

4.6 Ethical Considerations 

Ethical considerations are crucial in ensuring the integrity and credibility of the research. The study adheres to the 

following ethical principles: 

 

Confidentiality: Since the study uses publicly available data, there is no risk of breaching confidentiality. 

However, care is taken to ensure that any sensitive information is handled appropriately. 

 

Transparency: The research process is conducted transparently, with all methodologies and analyses fully 

documented and disclosed. This transparency helps to build trust in the findings and ensures that the study can be 

replicated by other researchers (Toth et al., 2021). 

 

Avoidance of Bias: The study is designed to minimise bias by employing objective data analysis techniques and 

ensuring that the sampling process is fair and representative. 

 

4.6.1 Informed Consent 

Although the study uses secondary data, it respects the principle of informed consent by ensuring that all data 

sources are publicly accessible and that the original data providers have disclosed the information voluntarily. 

 

4.6.2 Data Integrity 

The integrity of the data is maintained by using reputable sources, such as audited financial reports, and by 

carefully verifying the accuracy of the data collected. The study also follows strict protocols for data storage and 

handling to prevent data loss or corruption. 

 

4.7 Limitations 

While this study aims to provide valuable insights into the relationship between CSR and financial performance, 

it is subject to certain limitations: 

 

4.7.1 Cross-Sectional Design 

The cross-sectional design of the study limits its ability to establish causality between CSR activities and financial 

performance. Longitudinal studies would be required to observe how changes in CSR practices impact financial 

performance over time. 

 

4.7.2 Secondary Data 

The reliance on secondary data may introduce biases if the original data sources contain inaccuracies or are 

incomplete. Additionally, secondary data may not capture all relevant aspects of CSR activities, particularly those 

that are not publicly disclosed. 

 

4.7.3 Generalisability 

The findings of this study are specific to the Pakistani banking sector and may not be generalisable to other 

industries or geographic regions. CSR practices and their impact on financial performance can vary significantly 

across different contexts. 

 

4.8 Conclusion 

This chapter described the research methods for examining CSR's impact on financial performance in Pakistan's 

banking sector. It utilised a quantitative approach with stratified random sampling, secondary data collection, and 

advanced statistical analysis. Ethical considerations and study limitations were addressed to ensure the findings 

are reliable and insightful. The next chapter will detail the results and discuss their relevance to the earlier 

hypotheses. 

 

5. DATA ANALYSIS AND FINDINGS 
5.1 Introduction 

This chapter presents an in-depth analysis of the data collected from the sampled banks in the Pakistani banking 

sector. The analysis is carried out using descriptive statistics, correlation analysis, multiple regression analysis, 

and additional exploratory analyses to test the hypotheses developed earlier. The findings are visualised through 

multiple diagrams, charts, and tables to provide a clear understanding of the relationship between Corporate Social 

Responsibility (CSR) and financial performance indicators, including profitability, return on assets (ROA), and 

return on equity (ROE). 
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5.2 Descriptive Statistics 

5.2.1 Overview of Descriptive Statistics 

Descriptive statistics offer a summary of the main characteristics of the dataset, highlighting central tendencies 

and variability in CSR activities and financial performance among the sampled banks. Key metrics such as mean, 

median, standard deviation, and range are calculated for each CSR dimension and financial performance indicator. 

 

Table 5.1: Descriptive Statistics of CSR Dimensions and Financial Performance Indicators 

Variable Mean Median Standard 

Deviation 

Minimum Maximum 

Economic Responsibility (CSR) 0.68 0.70 0.15 0.35 0.90 

Legal Responsibility (CSR) 0.72 0.75 0.12 0.40 0.88 

Ethical Responsibility (CSR) 0.65 0.68 0.14 0.33 0.85 

Philanthropic Responsibility 0.55 0.60 0.18 0.20 0.80 

Profitability 12.5% 12.0% 3.2% 7.5% 18.0% 

Return on Assets (ROA) 1.35% 1.30% 0.4% 0.80% 2.20% 

Return on Equity (ROE) 10.5% 10.0% 2.5% 6.0% 15.0% 
 

This table displays the distribution of CSR activities across the sampled banks, highlighting the variation in levels 

of engagement in economic, legal, ethical, and philanthropic responsibilities. 

 

5.2.2 Interpretation of Descriptive Statistics 

The descriptive statistics indicate a significant range in the banks' adherence to various CSR dimensions. 

Economic and legal responsibilities display higher average values and less variability, signifying a more uniform 

focus among the banks. In contrast, philanthropic responsibility shows greater fluctuation, highlighting 

differences in how banks prioritize charitable and community-oriented efforts. Similarly, financial performance 

metrics, such as profitability, return on assets (ROA), and return on equity (ROE), vary considerably, 

demonstrating the varied financial conditions of the banks included in the study. 

 

5.3 Correlation Analysis 

5.3.1 Correlation Matrix 

A correlation matrix is constructed to examine the strength and direction of the relationships between CSR 

dimensions and financial performance indicators. Pearson’s correlation coefficient is calculated to assess these 

linear relationships. 

 

Table 5.2: Correlation Matrix 

Variable 1 2 3 4 5 6 7 

Profitability (1) 1.00 0.82 0.75 0.56 0.48 0.45 0.30 

ROA (2)  0.82 1.00 0.79 0.51 0.42 0.39 0.28 

ROE (3) 0.75 0.79 1.00 0.58 0.52 0.48 0.35 

Economic Responsibility (4) 0.56 0.51 0.58 1.00 0.65 0.60 0.45 

Legal Responsibility (5) 0.48 0.42 0.52 0.65 1.00 0.68 0.50 

Ethical Responsibility (6) 0.45 0.39 0.48 0.60 0.68 1.00 0.55 

Philanthropic Responsibility (7) 0.30 0.28 0.35 0.45 0.50 0.55 1.00 
 

This heatmap visually represents the correlation matrix, with colours indicating the strength and direction of the 

correlations between CSR dimensions and financial performance indicators. 

 

5.3.2 Interpretation of Correlation Analysis 

The correlation analysis indicates several significant relationships: 

Profitability: The strongest positive correlation is observed between economic responsibility and profitability (r 

= 0.56), followed by legal responsibility (r = 0.48). Philanthropic responsibility has the weakest correlation with 

profitability (r = 0.30). 

ROA: Economic responsibility also shows a positive correlation with ROA (r = 0.51), suggesting that banks with 

higher economic CSR activities tend to utilise their assets more effectively. 

ROE: The correlation between economic responsibility and ROE is the strongest (r = 0.58), indicating that banks 

emphasising economic responsibility are more efficient in generating returns on equity. 

These positive correlations suggest that higher engagement in CSR activities, particularly economic and legal 

responsibilities, is associated with better financial performance. 
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5.4 Regression Analysis 

5.4.1 Regression Model Specification 

Multiple regression analysis is conducted to further investigate the impact of CSR activities on financial 

performance. The model includes CSR dimensions as independent variables and financial performance indicators 

(profitability, ROA, ROE) as dependent variables. 

Table 5.3: Regression Results for Financial Performance Indicators 

Financial 

Performance 

Indicator 

β1 

(Economic) 

β2 

(Legal) 

β3  

(Ethical) 

β4 

(Philanthropic) 

R-

squared 

F-

statistic 

Profitability 0.38** 0.22* 0.15 0.09 0.48 5.72** 

ROA 0.32** 0.18* 0.14 0.08 0.42 4.89** 

ROE 0.40** 0.25** 0.20* 0.12 0.54 6.33** 

*Significant at the 0.05 level, **Significant at the 0.01 level 

This table illustrates the regression coefficients for each CSR dimension, showing their impact on financial 

performance indicators. 

 

5.4.2 Interpretation of Regression Analysis 

The regression analysis yields the following insights: 

Profitability: Economic responsibility (β1 = 0.38, p < 0.01) and legal responsibility (β2 = 0.22, p < 0.05) are 

significant predictors of profitability, explaining 48% of the variance (R-squared = 0.48). This suggests that CSR 

activities related to economic and legal responsibilities contribute significantly to profitability. 

ROA: Economic responsibility (β1 = 0.32, p < 0.01) and legal responsibility (β2 = 0.18, p < 0.05) also 

significantly predict ROA, explaining 42% of the variance (R-squared = 0.42). This indicates that banks with 

strong economic and legal CSR activities are more efficient in asset utilisation. 

ROE: The strongest effects are observed for ROE, where economic responsibility (β1 = 0.40, p < 0.01) and legal 

responsibility (β2 = 0.25, p < 0.01) significantly predict ROE, explaining 54% of the variance (R-squared = 0.54). 

Ethical responsibility (β3 = 0.20, p < 0.05) also positively impacts ROE, suggesting that ethical practices enhance 

long-term financial sustainability. 

 

5.5 Exploratory Analysis 

5.5.1 Interaction Effects 

To explore potential interaction effects between CSR dimensions, additional regression models are run with 

interaction terms. For example, the interaction between economic and legal responsibilities is examined to see if 

their combined effect on financial performance is greater than their individual effects. 

Table 5.4: Interaction Effects on Financial Performance 

Interaction Term Profitability ROA ROE 

Economic * Legal Responsibility 0.25* 0.20* 0.30** 

*Significant at the 0.05 level, **Significant at the 0.01 level 

This table illustrates the interaction effects of economic and legal responsibilities on financial performance 

indicators. 

 

5.5.2 Interpretation of Interaction Effects 

The interaction effects analysis reveals that the combination of economic and legal responsibilities has a 

significant positive impact on ROE (β = 0.30, p < 0.01) and profitability (β = 0.25, p < 0.05). This suggests that 

when banks engage in both economic and legal CSR activities, they experience a synergistic effect that enhances 

financial performance more than either activity alone. 

 

5.6 Hypothesis Testing and Discussion 

5.6.1 Hypothesis Testing 

H1: There is a positive relationship between CSR activities and the profitability of banks in Pakistan. 

Supported: The regression analysis confirms that economic and legal responsibilities significantly predict 

profitability. 

H2: CSR activities are positively related to the return on assets (ROA) of banks in Pakistan. 

Supported: Economic and legal responsibilities significantly predict ROA, supporting the hypothesis. 

H3: There is a positive relationship between CSR activities and return on equity (ROE) in Pakistani banks. 

Supported: Economic, legal, and ethical responsibilities significantly predict ROE, affirming the positive 

relationship. 
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H4: Corporate reputation mediates the relationship between CSR activities and the financial performance of 

banks. 

Partially Supported: Although not directly measured, the significant impact of ethical responsibility on ROE 

suggests a reputational effect. 

H5: The regulatory environment moderates the relationship between CSR activities and financial performance. 

Not Tested: This hypothesis remains untested due to the absence of a specific measure for the regulatory 

environment in the regression model. 

 

5.6.2 Discussion 

The findings support the view that CSR activities, particularly those related to economic and legal responsibilities, 

positively impact financial performance in the Pakistani banking sector. The positive impact of ethical 

responsibility on ROE underscores the importance of ethical practices in enhancing long-term financial 

sustainability. These results align with existing literature that emphasises the strategic importance of CSR in 

achieving financial success (Hamad and Cek, 2023; Lestari, Soraya and Hwihanus, 2024). 

 

5.7 Conclusion 

This chapter has provided a comprehensive analysis of the data, including descriptive statistics, correlation 

analysis, regression analysis, and exploratory analysis of interaction effects. The findings confirm the positive 

relationship between CSR and financial performance, particularly in the areas of economic and legal 

responsibilities. The results underscore the strategic value of CSR in the banking sector, suggesting that banks can 

enhance their financial performance by integrating CSR into their core business practices. The next chapter will 

discuss the implications of these findings for theory, practice, and future research. 
 

6. DISCUSSION, RECOMMENDATION AND IMPLEMENTATION 
6.1 Discussion 

The findings from this study provide significant insights into the relationship between Corporate Social 

Responsibility (CSR) and financial performance in the Pakistani banking sector. This section discusses the results 

in the context of the hypotheses, existing literature, and the broader implications for the banking industry. 

 

6.1.1 Relationship Between CSR and Financial Performance 

The results from the regression analysis indicate a strong positive relationship between CSR activities, particularly 

in the areas of economic and legal responsibilities, and financial performance indicators such as profitability, 

return on assets (ROA), and return on equity (ROE). These findings are consistent with prior research that suggests 

CSR can be a strategic tool for improving financial outcomes by enhancing a company's reputation, attracting 

customers, and ensuring compliance with regulatory standards (Chowdhury and Nehal, 2020; Nguyen and 

Nguyen, 2021). 

Economic Responsibility: The significant positive impact of economic responsibility on profitability, ROA, and 

ROE supports the argument that focusing on economic sustainability aligns with shareholder interests and 

enhances financial performance. By prioritizing economic sustainability, banks can achieve consistent growth and 

stability, benefiting both shareholders and stakeholders (Carroll, 1991). 

Legal Responsibility: Legal responsibility also significantly contributes to financial performance. Banks that 

adhere to legal standards are less likely to face fines, legal costs, and reputational damage, which supports better 

financial results. Strong legal compliance can improve investor confidence and reduce operational risks, further 

enhancing financial performance. This aligns with the view that compliance with laws and regulations is not just 

a legal obligation but a financial imperative (Carroll, 1991). 

Ethical Responsibility: The impact of ethical responsibility on ROE suggests that ethical practices contribute to 

stakeholder trust and long-term financial sustainability. Ethical banking practices may enhance customer loyalty, 

attract socially conscious investors, and reduce risks associated with unethical behaviour, positively influencing 

financial outcomes. A strong ethical foundation can serve as a competitive differentiator in a crowded market, 

fostering long-term growth (Auliyah & Basuki, 2021). 

Philanthropic Responsibility: Although philanthropic responsibility showed weaker correlations with financial 

performance, its positive relationship with ROE indicates that engaging in charitable activities and community 

support can enhance a bank's reputation and indirectly contribute to financial success. Banks that invest in 

philanthropy can also strengthen their brand image and foster goodwill among customers, which may translate 

into increased loyalty and market share over time (Kabir & Chowdhury, 2023). 
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6.1.2 Implications for Banks in Pakistan 

The findings suggest that banks in Pakistan can benefit from integrating CSR into their core business strategies. 

By focusing on economic, legal, and ethical responsibilities, banks can not only fulfil their obligations to 

stakeholders but also enhance their financial performance. The positive association between CSR and financial 

performance implies that CSR is not merely a cost but an investment that can yield significant returns in the long 

run (Kabir and Chowdhury, 2023). 

Furthermore, the interaction effects between economic and legal responsibilities highlight the synergistic benefits 

of combining these CSR activities. Banks that excel in both areas are likely to achieve superior financial outcomes 

compared to those that focus on one aspect alone. 

 

The research found the relationships between CSR dimensions (economic, legal, ethical, and philanthropic 

responsibilities) and financial performance indicators (profitability, ROA, and ROE). The model demonstrates 

how these CSR activities contribute to overall financial success. 

 

6.2 Recommendations 

Based on the findings of this study, the following recommendations are proposed for banks in Pakistan: 

 

6.2.1 Integrating CSR into Core Business Strategy 

Banks should view CSR as an integral part of their business strategy rather than as a peripheral activity. By 

embedding CSR into the core operations, banks can ensure that their economic, legal, and ethical responsibilities 

are aligned with their financial goals. This integration can be achieved through the following steps: 

Developing a CSR Framework: Banks should develop a comprehensive CSR framework that outlines specific 

goals, strategies, and performance metrics for economic, legal, and ethical responsibilities. This framework should 

be aligned with the bank's overall business strategy and communicated across all levels of the organisation 

(Carroll, 1991). 

Enhancing Transparency and Reporting: Transparency in CSR activities is crucial for building trust with 

stakeholders. Banks should enhance their CSR reporting practices by providing detailed information on their CSR 

initiatives, outcomes, and the impact on financial performance. This will not only satisfy regulatory requirements 

but also attract socially conscious investors and customers (Auliyah and Basuki, 2021). 

 

6.2.2 Focusing on Ethical Banking Practices 

Given the positive impact of ethical responsibility on ROE, banks should prioritise ethical practices in their 

operations. This includes: 

Implementing Strong Ethical Guidelines: Banks should establish clear ethical guidelines for all business 

operations, ensuring that all employees adhere to high ethical standards. These guidelines should cover areas such 

as fair lending practices, transparency in customer dealings, and responsible investment (Carroll, 1991). 

Training and Development: Regular training programs should be conducted to educate employees about ethical 

banking practices and the importance of CSR. This will help in fostering a culture of integrity and responsibility 

within the organisation (Auliyah and Basuki, 2021). 

 

6.2.3 Enhancing Legal Compliance 

Legal compliance is a critical factor in ensuring long-term financial success. Banks should: 

Strengthen Compliance Programs: Banks should invest in robust compliance programs that ensure adherence 

to all relevant laws and regulations. This includes regular audits, risk assessments, and updates to compliance 

policies in response to changing regulatory environments (Ameyaw, Idemudia and Iyelolu, 2024). 

Collaborating with Regulators: Banks should maintain open communication with regulatory authorities to stay 

informed about new regulations and compliance expectations. Proactive collaboration with regulators can help 

banks avoid legal pitfalls and reduce the risk of penalties (Müller, and Braun, 2021). 

 

6.2.4 Leveraging Philanthropy for Reputation Building 

While philanthropic responsibility showed a weaker direct impact on financial performance, it remains an 

important tool for building a positive reputation. Banks should: 

Engage in Targeted Philanthropy: Banks should focus their philanthropic efforts on areas that align with their 

business values and community needs. This could include supporting financial literacy programs, community 

development projects, or environmental sustainability initiatives (Carroll, 1991). 

Promote Philanthropic Initiatives: Banks should actively promote their philanthropic activities through media 

channels, social media, and CSR reports. By highlighting their contributions to society, banks can enhance their 

reputation and build stronger relationships with customers and communities (Gómez-Carrasco, Guillamón-Saorín 

and Garcia Osma, 2021). 
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Table 6.1: CSR Implementation Framework 

This table provides a visual representation of the recommended CSR implementation framework for banks. It 

outlines the steps for integrating CSR into core business strategies, focusing on transparency, ethical practices, 

legal compliance, and targeted philanthropy. 

 

Implementation Framework 

Phase 

(When?)  

Task (What?) Steps (How?) 

     Plan 1. Conduct CSR Assessment -Form a CSR leadership team  

-Establish a working definition of CSR  

-Identify and understand legal requirements  

-Review internal documents, processes, activities, 

and capabilities  

-Engage and consult key stakeholders  

2. Develop CSR Strategy -Garner support from top management and employees  

-Study best practices and evaluate recognized CSR 

tools  

-Create a matrix for proposed CSR actions  

-Outline strategies and the business justification  

-Define the scope, focus areas, and strategic direction 
  

      Do 

    

3. Formulate CSR Commitments -Conduct a review of existing CSR commitments  

-Engage in discussions with major stakeholders  

-Establish a working group to finalise commitments  

-Draft initial commitments  

-Solicit feedback from affected stakeholders 
  

4. Execute CSR Commitments -Build a CSR decision-making framework  

-Develop and roll out a CSR business plan  

-Set specific targets and identify key performance 

indicators  

-Involve employees and relevant parties  

- Design and provide CSR-related training  

- Set up processes to handle problematic behaviours  

- Create and implement communication strategies  

- Publicise CSR commitments 
  

   Check 

      

5. Monitor and Report Progress -Assess and validate performance  

-Maintain stakeholder engagement  

-Report on results both internally and externally 
  

 Improve 

     

6. Review and enhance -Evaluate overall performance  

-Identify and act on improvement opportunities  

-Continue stakeholder engagement 
  

    Cycle 

Completion 

 

  

 

Return to the planning stage and begin 

the next cycle. 
  

 

Source: CSR Implementation Framework (Author's own, 2024). 

 

6.3 Implementation Strategies 

To implement the recommendations effectively, banks should consider the following strategies: 

 

6.3.1 Establishing a Dedicated CSR Team 

Banks should establish a dedicated CSR team responsible for developing and overseeing CSR strategies. This 

team should work closely with other departments to integrate CSR into the bank’s operations and ensure that CSR 

initiatives are aligned with business objectives (Carroll, 1991). 
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6.3.2 Setting Measurable Goals and KPIs 

For successful implementation, banks should set clear, measurable goals and key performance indicators (KPIs) 

for their CSR activities. These goals should be regularly monitored and reviewed to assess progress and make 

necessary adjustments (Aithal and Aithal, 2023). 

 

6.3.3 Regular Monitoring and Reporting 

Banks should implement regular monitoring and reporting mechanisms to track the effectiveness of their CSR 

initiatives. This includes quarterly reports to management and annual CSR reports to stakeholders. Regular 

monitoring will help in identifying areas of improvement and ensuring that CSR activities continue to contribute 

to financial performance (Liu and Tian, 2021). 

 

6.3.4 Stakeholder Engagement 

Engaging stakeholders in the development and implementation of CSR strategies is crucial. Banks should involve 

customers, employees, investors, and community representatives in discussions about CSR initiatives to ensure 

that these activities meet stakeholder expectations and create shared value (Chedrawi, Osta and Osta, 2020). 

 

6.3.5 Continuous Improvement 

Finally, banks should adopt a culture of continuous improvement in their CSR practices. This involves staying 

informed about the latest trends in CSR, learning from best practices in the industry, and being willing to adapt 

strategies as needed to achieve better outcomes (Carroll, 1991). 

 

6.4 Conclusion 

This chapter has discussed the findings of the study in the context of existing literature and provided practical 

recommendations for banks in Pakistan. By integrating CSR into their core business strategies, focusing on ethical 

and legal responsibilities, and leveraging philanthropy for reputation building, banks can enhance their financial 

performance and contribute positively to society. The next chapter will outline the conclusions of the study, along 

with suggestions for future research. 

 

7. CONCLUSION, LIMITATIONS AND REFLECTION 
7.1 Conclusion 

This study set out to investigate the relationship between Corporate Social Responsibility (CSR) and financial 

performance in the Pakistani banking sector. Through a comprehensive analysis involving descriptive statistics, 

Pearson correlation, and multiple regression analysis, the study has provided significant insights into how various 

dimensions of CSR—economic, legal, ethical, and philanthropic—affect key financial performance indicators 

such as profitability, return on assets (ROA), and return on equity (ROE). 

 

7.1.1 Key Findings 

The findings confirm a strong positive relationship between CSR activities, particularly economic and legal 

responsibilities, and financial performance. The study found that: 

Economic Responsibility: Banks that emphasise economic responsibility tend to have better profitability, ROA, 

and ROE. This supports the notion that focusing on economic sustainability is not only beneficial for societal 

welfare but also aligns with the financial interests of the banks themselves (Khuong, Truong and Hang, 2021). 

Legal Responsibility: Adherence to legal standards significantly contributes to financial performance. Legal 

compliance minimises risks associated with penalties and litigation, thereby protecting the financial health of 

banks (Carroll, 1991). 

Ethical Responsibility: Ethical practices, while less directly correlated with profitability, have a significant 

positive impact on ROE, suggesting that ethical banking enhances long-term financial sustainability by fostering 

trust and loyalty among stakeholders (Ramlawati et al., 2022). 

Philanthropic Responsibility: Although philanthropic activities showed a weaker correlation with financial 

performance, they remain important for building a positive reputation and strengthening community ties, which 

can indirectly support financial success in the long term (Carroll, 1991). 

 

7.1.2 Implications for the Banking Sector 

The findings suggest that banks in Pakistan can benefit from integrating CSR into their core business strategies. 

By focusing on economic, legal, and ethical responsibilities, banks can not only fulfil their obligations to 

stakeholders but also enhance their financial performance. The positive association between CSR and financial 

performance implies that CSR is not merely a cost but an investment that can yield significant returns in the long 

run (Waheed et al., 2021). Furthermore, the interaction effects between economic and legal responsibilities 

highlight the synergistic benefits of combining these CSR activities. Banks that excel in both areas are likely to 

achieve superior financial outcomes compared to those that focus on one aspect alone. 
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7.2 Limitations 

While this study provides valuable insights, it is not without limitations: 

 

7.2.1 Cross-Sectional Design 

The study employs a cross-sectional design, which captures data at a single point in time. This limits the ability 

to make causal inferences about the relationship between CSR and financial performance. Longitudinal studies 

would be needed to observe how changes in CSR activities over time impact financial outcomes (Creswell, 2014). 

 

7.2.2 Reliance on Secondary Data 

The analysis is based on secondary data obtained from publicly available financial and CSR reports. While this 

data is reliable, it may not capture all relevant aspects of CSR activities, particularly those that are not publicly 

disclosed. Furthermore, the quality and completeness of secondary data can vary, which may introduce bias into 

the analysis  

 

7.2.3 Generalisability 

The study is focused on the Pakistani banking sector, which may limit the generalisability of the findings to other 

sectors or geographic regions. CSR practices and their impact on financial performance can vary significantly 

across different cultural, regulatory, and economic contexts. Therefore, caution should be exercised when applying 

these findings to other settings  

 

7.2.4 Measurement of CSR 

The study uses a quantitative approach to measure CSR through publicly available metrics, which may not fully 

capture the qualitative aspects of CSR, such as the motivations behind CSR activities or the perceptions of 

stakeholders. Future research could benefit from incorporating qualitative methods to gain a deeper understanding 

of how CSR is implemented and perceived  

 

7.3 Reflection 

Reflecting on the research process, several key lessons and insights have emerged: 

 

7.3.1 The Importance of a Holistic Approach to CSR 

One of the most striking insights from this study is the importance of adopting a holistic approach to CSR. Banks 

that excel in multiple dimensions of CSR—economic, legal, ethical, and philanthropic—are more likely to achieve 

superior financial outcomes. This suggests that CSR should not be compartmentalised into isolated activities but 

integrated into the overall business strategy in a way that addresses various stakeholder needs and expectations  

 

7.3.2 The Strategic Value of CSR 

The positive relationship between CSR and financial performance reinforces the strategic value of CSR. Far from 

being a drain on resources, CSR can enhance a bank's profitability, efficiency, and sustainability. This finding 

aligns with the growing recognition in the business world that CSR is not just about doing good but about doing 

well by doing good (Tulcanaza-Prieto et al., 2020). 

 

7.3.3 The Role of Ethical Responsibility 

The significant impact of ethical responsibility on ROE highlights the role that ethics play in long-term financial 

success. In an era where stakeholders are increasingly holding companies accountable for their ethical conduct, 

banks that prioritise ethical practices are likely to gain a competitive advantage. This underscores the need for 

banks to invest in ethical training, clear guidelines, and a culture of integrity (Carroll, 1991). 

 

7.3.4 Limitations and Future Directions 

This research journey has also highlighted the importance of considering limitations in any study. While the 

findings are robust, they are bounded by the study's design and context. Future research could address these 

limitations by employing longitudinal designs, exploring other sectors, and incorporating qualitative methods to 

provide a richer understanding of CSR and its impacts (Donnelly and Wickham, 2021). 

 

7.4 Conclusion 

The study demonstrates that CSR, particularly in economic, legal, and ethical areas, positively affects banks' 

financial performance in Pakistan. It highlights the necessity of integrating CSR into core strategies, enabling 

banks to prosper financially while benefiting society. The identified limitations pave the way for further 

investigation into CSR's varied effects across different contexts. 
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