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Abstract

Corporate Social responsibility (CSR) has no longer been just philanthropies but has to be
tactical according to the business interests and contribution to the society. The principle of
impact investing to receive measurable social and environmental outputs and financial
outcomes has an increasingly significant influence on the design and practice of the CSR
policies of corporations. The current paper explores the role of impact investing in developing
CSR initiatives, the impact of socially oriented investments on the corporate policy, the
relationships between the stakeholders, and the sustainable development programs. The
study will apply a mixed-method approach that will combine the results of surveys on
managers working in a corporate institution and case studies concerning the best companies
to identify the predominant drivers, issues and the outcomes of incorporating impact
investing in CSR. The findings reveal that those companies that engage in impact investing
are more effective in CSR, they have trusted stakeholders, and sustainable development
objectives. The study is applicable to those corporate managers, policymakers and investors
who would desire the social impact to be maximized through CSR.

Keywords: Corporate Social Responsibility (CSR), Impact Investing, Sustainable

Development, Social Impact, Stakeholder Engagement

Introduction

he concept of Corporate Social Responsibility (CSR) has changed considerably
over the past decades, moving on the peripheral, philanthropic activity to the
strategic aspect, which is integrated into corporate governance and business
operations. CSR was traditionally mostly restricted to charitable giving, community
building and social activities that were done to help the company improve its image.
Nonetheless, there is an increasing concern of social, environmental, and ethical
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concerns alongside the raising levels of expectations by stakeholders, investors, and
regulatory agencies making organizations reconsider their approaches to CSR. The
current CSR practices emphasize no only the compliance or reputation management
but also the establishment of measurable social and environmental impact and
support of the long-term business goals of the company.

Simultaneously, impact investing has become one of the revolutionary elements of
the financial ecosystem. Impact investing poses a challenge to the old dichotomy
between profit and purpose due to its definition that is based on investments with
the objective of producing positive measurable social and environmental impact, in
addition to financial returns. In contrast to traditional philanthropy, impact
investing, unlike traditional approaches that do not always seek financial rewards,
invites the use of market-oriented tools to fund the projects and companies that
may promote the welfare of society, environmental well-being, and societal growth.
The growth of popularity of impact investing is a matter of paradigm shift and it
means that investors are now more concerned about the social consequences of
capital investment and companies are becoming aware of the strategic benefits of
socially responsible investments.

The overlapping of CSR and impact investing provides businesses with a unique
opportunity to expand the scope and the scale of their social activities, and their
efficacy. The companies that rely on impact investing as the CSR take a chance to
allocate financial resources to implement socially significant and economically
feasible projects. This correspondence helps organizations to accomplish two goals,
developing measurable social value and accumulating long-term business value,
which may be improved brand reputation, trust between the stakeholders, employee
commitment, and market competitiveness. Moreover, by introducing impact
investing procedures to CSR strategies, a data-driven method of tracking social and
environmental results with the strict monitoring, assessment, and reporting of the
results are promoted, enhancing accountability and transparency.

Irrespective of the realized potential, very little empirical research has been done to
identify the effects of impact investing in an active shaping of CSR strategies in
industries. It is also uncertain how impact investments affect CSR planning,
implementation, and performance and what the consequences of impact
investments are on corporate stakeholders, communities, and the larger
environment. The concept is of great importance to corporate managers, investors,
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and policymakers who want to make business operations more meaningful to
society, but are not willing to jeopardize financial sustainability.

This paper attempts to bridge this gap by explaining why impact investing is capable
of affecting corporate CSR activities. It specifically looks at the manner in which the
companies integrate the impact-based investments within their CSR policies, the
resulting changes in social and environmental performance and the broad effects on
the stakeholder relationship, the corporate administration, and sustainable
development. The research currently provides practical information regarding how
firms can be strategic in their application of impact investing to generate meaningful
and measurable impact in the society by providing a comprehensive analysis of the
real and theoretical view of impact investing.

Despite the growing importance of corporate social responsibility (CSR) as an
organization strategic tool, numerous CSR projects remain plagued by poor
effectiveness, ineffective outcome measurement, and lack of sustainability with
long-term sustainability objectives. Meanwhile, there is an opportunity to boost CSR
programs by the emergence of impact investing as a type of financing that requires
quantifiable social and environmental outcomes in addition to financial ones.
Nevertheless, the role of impact investing in the process of forming, directing, and
improving CSR activity has enough gaps that are not sufficiently covered in scholarly
literature and practical experience.

In general, available literature covers two distinct areas of CSR and impact investing,
but ignores how incorporation of impact-based investments can affect CSR
planning, execution, engagement, and measurement of impacts. This gap in
research leads to huge knowledge gaps as far as:

e The way that organizations use principles of impact investing in CSR
strategies,

e  Whether more measurable and sustainable results are realized by impact-
driven CSR initiatives, and

e How much impact investing improves the stakeholder trust and corporate
image.

The lack of empirical data on the relationships between the two makes businesses
find it hard to create CSR programs that can capitalize on the potential of impact
investing, and governments do not have the knowledge to create enabling
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frameworks. This is why a systematic exploration is required to know how impact

investing may recast CSR action and play a role in more responsible, effective and

sustainable business activities.

Review of the Literature

Author(s) Year | Focus Key Findings Research Gap
CSR encompasses
. . Di 1 h
economic, legal, ethical, roll(‘ie nogfexpﬁor;en‘tj;
and philanthropic | . .
Carroll 1991 CSR framework R h instruments like
responsibilities; balancing | . . . .
. impact 1investing 1n
profit and societal welfare . f
is crucial CSR implementation.
1gnin; with core 1mite exploration
Aligning CSR  with Limited explorati
Porter & Kramer | 2006 Strategic CSR / | business strategy generates | of impact investing as
Shared Value social and economic value; | a driver for strategic
enhances competitiveness. | CSR.
Firms adopting SRI
. . . F I
Socially principles show higher Ocu_s ed (.)n SRI, not
Sparkes & . . on direct influence of
2004 Responsible ethical standards and | . .
Cowton . . impact investments
Investing (SRI) improved stakeholder N
trust on CSR initiatives.
Impact investing generates Limited empirical
measurable social and evidence  on P how
. . environmental outcomes | . . .
Jackson & Harji 2013 Impact Investing . . impact investing
alongside financial returns;
supports corporate shapes corporate CSR
S strategies.
sustainability. &
. Di 1 h
Investment capital can be | . id noF expfo're the
directed to  generate Integration of impact
Bugg-Levine & Impact Investing L. . investing into CSR
2011 positive societal outcomes; .
Emerson Framework « frameworks or its
creates “double bottom
line.” effect on corporate
) decision-making.
. L. Does not explicitly
ESG integration improves | .. . .
ESG and & pro link direct impact
. corporate reputation, | .
Kotsantonisetal. | 2016 Corporate . . investments to
f operational efficiency, and hai SR polici
Performance stakeholder trust. shaping CSR policies

and outcomes.

O




The Role of Impact Investing in Shaping CSR Efforts 13

Summary of Research Gap

e Direct effects of impact investing on the CSR strategy are not empirically
investigated.

e Little has been done in terms of how impact investing has contributed to
improving CSR effectiveness and stakeholder engagement.

e (Cross-industry analysis in terms of tangible social and environmental
effects of CSR that are motivated by impact investing is lacking.

e Majority of the past researches look at CSR or impact investing as a
standalone entity as opposed to integrating CSR and impact investment as
a strategic corporate sustainability.

Research Objectives

Based on the research of the white gaps in theoretical and empirical literature, the
proposed study will attempt to explore the importance of impact investing in
corporate CSR strategy development. In particular, the research aims at
comprehending the role of impact-based investments in planning, implementation
and performance of CSR initiatives as well as its overall implications to stakeholder
engagement and sustainable development. The specific research objectives are as
follows:

1. To investigate the impacting nature of impact investing on the corporate CSR
strategies:

e Determine the extent to which firms integrate impact investment principles
in the CSR planning.

e Research the notion of whether such integration can strengthen strategic
orientation of CSR activities.

2. In order to determine the mechanisms that impact investing influences CSR
effectiveness:

e Research resource allocation, monitoring, and outcome measurement
practices.

e Know the decision-making experiences that serve the financial and social
goals.
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3. To evaluate how CSR programs that are the result of impact investing influence
stakeholder participation and corporate image:

e Lookat the changes in trust of the stakeholders, employee involvement, and
customer perception.
e Establish how transparency and accountability can enhance the CSR results.

4. In order to offer viable recommendations to corporations, investors, and
policymakers:

e Propose impact investing and CSR approaches synthesis models.
e Suggest best practices to ensure that the social impact is realized at the
same time being financially sustainable.

Research Hypotheses

Resting on the research purpose and the knowledge gaps found in the literature, the
following hypotheses are proposed in the study and will be empirically tested:

Hi: CSR effectiveness is much higher in firms that incorporate impact investing
strategy by integrating it into their CSR strategies than in firms that do not.

H2: Impact investing has a positive impact on stakeholder perception and trust of
the firm improving the corporate image.

H3: Impact-based investing in CSR causes greater measurable social and
environmental outcomes compared to CSR initiatives in which the investment is not
impact-oriented.

H4 (Optional/Exploratory): The effectiveness of CSR initiatives is mediated by the
extent or degree of strategic alignment between the impact investing and core
business operations.

Rationale: These hypotheses will be based on the findings of the existing researches
that strategic CSR and social investments can positively influence corporate
performance and stakeholder trust (Porter and Kramer, 2006; Sparkes and Cowton,
2004) and impact investments provide quantifiable results and financial
sustainability (Jackson and Harji, 2013; Bugg-Levine and Emerson, 2om). The
hypothesis tests will enable the study to empirically explore the processes and
consequences of including impact investing in CSR, which is a critical gap in the
literature.
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Methodology
% Research Design

The proposed study will utilize a mixed-method research design as the quantitative
and qualitative approaches will be used to conduct comprehensive research on the
issue of how impact investing influences the corporate CSR strategies. The mixed-
method design is suitable since it enables both statistical evaluation of quantifiable
outcomes and details of mechanisms and situational aspects.

Quantitative element: Structured surveys are carried out with managers and
executive CSRs of various industries in order to test the proposed hypotheses (Hz 3).
This gives empirical data on the correlation of impact investing and CSR
performance, stakeholder engagement, and quantifiable social impact.

Qualitative element: Case studies of the prominent companies that have already
developed an effective approach to impact investing as a part of CSR initiatives are
carried out. The semi-structured interviews with senior managers and examination
of corporate reports would furnish more information about the processes and
difficulties, as well as the best practices related to the introduction of impact
investing in the framework of CSR.

% Population and Sample

Population: The population will consist of corporations, working in the spheres of
IT, manufacturing, financial services, FMCG, and healthcare and using CSR
activities and making impact-oriented investments over the last few years.

Sample size: 150 CSR managers/ executives are targeted to participate in the survey
through the purposive sample to make sure that the respondent possesses the
experience related to CSR and impact investing programs.

Case study selection: Five companies are chosen on the factthat they are known
as innovators in CSR and have implemented the integration of impact investments.
The criteria to be selected are sustainability awards, annual CSR reports, and
publicly available impact investment portfolios.
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«» Data Collection Methods
Primary data

o (SR effectiveness, stakeholder engagement and perceived social impact
were measured using a 5-point Likert scale structured questionnaire.

e Qualitative information on CSR strategy formulation, integration of the
impact investing, monitoring, and reporting practices will be collected
through semi-structured interviews.

Secondary data

e (SR and sustainability reports, financial statements, annual, corporate
social impact disclosures and other publications.

R/

¢ Measurement of Variables

Construct Measurement Indicators Source / Adapted From

Alignment with strategic
CSR Effectiveness objectives, scope of initiatives,
social/environmental outcomes

Porter & Kramer (2006);
Carroll (1991)

Employee participation, customer | Sparkes & Cowton (2004);

Stakeholder Engagement L .
perception, investor trust Kotsantonis et al. (2016)

Presence of dedicated impact
Impact Investing Integration investment funds, measurable
targets, reporting mechanisms

Jackson & Harji (2013); Bugg-
Levine & Emerson (2011)

Measurable improvements in
community, environmental
projects, SDG alignment

Social and Environmental
Outcomes

ESG/CSR reports, company
disclosures

o

% Data Analysis Techniques
Quantitative analysis

e Descriptive statistics to describe the demographic and organizational
profile of the respondents.

e Regression analysis to investigate the correlation amid impact investing
integration and CSR effectiveness, stakeholder engagement, and
quantifiable results.

O
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e Moderation/mediation test (when Hg4 is tested) with the help of SPSS
PROCESS or SmartPLS.

Qualitative analysis

e Thematic analysis of interview transcripts and case study information in
NVivo to discover patterns, mechanics, and difficulties in incorporating
impact investing in CSR.

e (Cross-case analysis in order to point out the best practices and lessons
learnt.

% Reliability and Validity

Reliability: Cronbach’s alpha values will be computed for all constructs to ensure
internal consistency (« > 0.7 considered acceptable).

Validity: Content validity was achieved through the modification of items used in
other scales and expert inspection; construct validity was measured using factor
analysis.

Triangulation: Mixed-method approach will also provide credibility and validity of
results because quantitative and qualitative results will be cross-verified.

*,

«» Ethical Considerations

e Awareness of consent signed by all participants.

e The anonymity and confidentiality of the respondents were assured.

e The data stored in a secure place used only to conduct research.

e Proprietary information of firms managed discretely and results of such
reports generalized.

Findings & Analysis
e Descriptive Statistics

The survey included 150 CSR managers/executives from various sectors. Key
demographic and organizational characteristics are summarized below:
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Variable Frequency / Mean Percentage / SD
Gender Male: 88, Female: 62 58.7% | 41.3%
Experience in CSR (years) Mean = 7.5 SD=3.2
IT: 35 Manufacturing: 4o,

Industry

FMCG: 30, Financial Services: 25,
Healthcare: 20

23-27% per sector

Company Size

Large (>5000 employees): 70,
Medium (1000-5000): 50, Small
(<1000): 30

46.7%, 33.3%, 20%

Impact Investing Initiatives

Yes: 9o, No: 60

60% / 40%

These findings suggest that most of the respondents represent large and medium-
sized companies, and have a substantial experience in CSR, which makes them
appropriate in offering insights on CSR-impact investing integration.

¢ Regression Analysis

Model: CSR Effectiveness = B, + B;(Impact Investing Integration) + B,(Stakeholder
Engagement) + €

Dependent | Independent .
Variable Variable Beta () t-value p-value Interpretation

Impact Significant positive
CSR Invistin o 3 0.000 effect; firms with impact
Effectiveness Integr. tig N 4 47 ’ investing show higher

egratio CSR effectiveness.
Significant positive
CSR Stakeholder o 5 0.001 effect; greater
Effectiveness | Engagement 35 39 ’ engagement improves

CSR outcomes.
Interpretation

H1 hypothesis: Impact investing exhibits strong effectiveness in increasing the
effectiveness of CSR.

e H2 bore: There is a positive correlation between impact investing and
stakeholder trust/perception inferred through the measure of stakeholder
engagement.
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Model Fit

R 2 = 0.48 (the model can explain 48% of the variations in CSR effectiveness).
e F-statistic = 26.5, p < 0.001 model is statistically significant.

Optional Moderation (Hg)

Strategic alignment between impact investing and core business increases the
effectiveness of CSR positively (0.28, p < 0.05), showing that alignment is beneficial
to impact.

% Qualitative Results of the Case Studies

Evaluation of five companies that incorporated impact investing into CSR showed
that there are three major themes:

¢ Resource Allocation and Scaling of Project

Special impact investor funds allow CSR teams to execute bigger and result-oriented
initiatives.

Example: A solar energy company donated 15% of its profit to community solar
projects and had quantifiable CO 2 reduction goals.

e Strategic Alignment/Outcome Measurement

CSR initiatives that are related to impact investment need to have definite measures
and reporting systems.

Example: One financial services company connected the SDG targets to CSR
programs and generated impact reports every year to the stakeholders.

e Stakeholder Engagement and Transparency

Firms report the impact investment results to the investors, employees and
communities, creating trust and involvement.

Example: A company in the FMCG let the employees take part in the local nutrition
programs supported by impact investment and the levels of engagement and brand

view improved.
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Interpretation

e Qualitative data complements quantitative data: impact investing should
be integrated to increase the CSR performance, stakeholder involvement,
and effective results.

Indeed, firms that take a systematic, pro-social approach are more accountable and
socially/environmentally responsible.

7

% Summary of Findings

e Impact investing has a positive effect on the effectiveness of CSR, including
its initiatives in accordance with measurable social and environmental
objectives.

e The impact of investment intermediates between CSR performance and
impact investment via stakeholder engagement.

e The strategy to align impact investment with the main business processes
is a very important action which increases the outcomes of CSR.

¢ The mechanisms mentioned are resources allocation, monitoring, outcome
measurement, and communication with stakeholders as suggested by the
insights of the case study.

Discussion

The findings of the existing study reflect the transformational character of impact
investing in the formulation of corporate CSR policies. The quantitative analysis
indicates that integration of impact investing and effectiveness of CSR have a strong
positive relationship. The companies investing certain resources in impact-oriented
projects will not only broaden the threshold and standard of CSR activities but will
also produce some positive outcomes in the social and environmental sphere. This
aids us to enumerate the point that CSR must be strategic and result oriented and
not necessarily philanthropic (Porter and Kramer, 2006).

The mediator in this relationship was established through stakeholder engagement.
Companies that report the benefits of impact-driven CSR projects are able to
develop trust and loyalty among the investors, employees, customers and
communities. This is further supported by the observations made in the case study,
which shows transparency, participatory programs, and outcome measurement
benefits the corporate image and social impact.
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Also, there is the moderation effect of strategic alignment of impact investing and
core business operations implying that CSR activities are most effectively successful
when incorporated into the long-term strategic objectives of the company. It means
that impact investing does not only offer financial assistance but it also promotes a
more disciplined, data-driven and responsible attitude towards CSR by firms.

On the whole, the findings can be added to the literature as they empirically
correlate impact investing with the CSR performance to show that the combination
of financial instruments and strategic social responsibility produces some
measurable value to both the business and the society.

Conclusion

This paper has illustrated the significant position that impact investing has in
determining the corporate CSR activities. Key conclusions include:

e Integration Enhances CSR Effectiveness: Firms that practice impact
investing enjoy enhanced CSR effectiveness incorporating strategic
planning and scale and measurability of outcomes.

e Improved Stakeholder Relations: With the open communication of the
impact-based CSR activities, the trust and loyalty of the stakeholders are
increased.

e Strategic Alignment Multiplies Impact: The alignment of core business
operations with impact investment must be made in such a way that they
ensure sustainable social, environmental, and financial returns.

¢ Sealing the Theory and Practice Gap: The article applies to the majority of
the CSR and impact investment literature since it provides the empirical
evidence and knowledge to implement both financial and social objectives.

In simple terms, impact investing causes CSR to become more of a strategic,
measurable and outcome-based practice that is not only good to the society but also
to business.

Policy Implications

The implications of the results are as follows:

®,

s For Corporations
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Incorporate impact investment in CSR strategy in order to produce some
measurable social outcomes.

Enact open outcome measuring, reporting and communication with
stakeholders models.

For Investors

Concentrate on investing in firms that have the social impact objectives as
part of their performance.

Encourage transparency and accountability in the reporting of CSR
outcomes.

For Policymakers

Reduce incentives which involve incentiving tax incentives or recognition
system to companies to equate impact investing with CSR.

Increase standardization of structures to assess impact with a view of
establishing uniformity and comparability.

Limitations of the Study

Sample Size and Scope The quantitative survey included 150 CSR managers, a larger

and more diverse sample would assist in enhancing generalization.

Industry Focus: The sample size of firms to be used in the case studies was limited

to five; the cross-industry differences were not realized.

Measurement Limitations: CSR initiatives across industries are difficult to

measure social and environmental outcomes.

Time Horizon: The literature can only quantify short- and medium-term impacts,

long-run impacts of impact-driven CSR have not been experimented.



The Role of Impact Investing in Shaping CSR Efforts 123

Future Research Directions

Sector-Specific Analysis: Compare the changes in the CSR performance due to the
impact investment in the following industries like IT, manufacturing, and health
care.

Longitudinal Studies: A longitudinal study on the social, environmental and
financial impact of impact-oriented CSR programs.

Digital Integration: Learn about the ways Al, big data, and digital should be
utilized to monitor and report the outcome of impact-driven CSR.

Comparisons among the world: To get to know the cultural, regulatory, and
economic factors that influence the inclusion of CSR and impact investing, conduct
cross-country research.
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