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Abstract

The main objective of this study is to examine the relationship between Corporate Social Responsibility (CSR) and
financial transparency with investor trust. Given the crucial role of trust in the efficiency of financial markets and
investors’ decision-making processes, identifying the factors that can enhance this trust is of significant importance.
Accordingly, this research adopts a quantitative approach and employs a descriptive—correlational method. The
required data were collected using a standardized questionnaire, and the statistical population consisted of investors
and market participants, from whom a sample was selected using convenience sampling. Data analysis was performed

through normality testing, correlation analysis, and multiple regression modeling using SPSS software.

The findings reveal that CSR has a positive and significant effect on investor trust and represents the strongest
predictor in the regression model. Financial transparency also demonstrates a positive and significant association with
investor trust, indicating that higher levels of financial disclosure can reduce information asymmetry and increase
investors’ confidence. Overall, the results highlight that the combination of socially responsible behavior and
transparent financial reporting plays an essential role in strengthening investor trust and improving the relationship
between companies and their stakeholders. These findings offer practical implications for corporate managers,

investors, and policymakers aiming to enhance organizational transparency and accountability.

Keywords: Corporate social responsibility, Financial transparency, Investor trust, Capital market, Financial reporting,
Information asymmetry.

1| Introduction

Investor trust is widely recognized as one of the most critical elements contributing to the efficiency and
stability of financial markets. Investment decisions in capital markets are highly dependent on the quality of
information disclosed by firms as well as on investors’ perceptions of organizational behavior and
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performance [1], [2] As economic uncertainty, market volatility, and business complexity increase, the need
for mechanisms that strengthen investor trust becomes even more essential. In this context, firms are
expected not only to demonstrate sound economic performance but also to act responsibly toward society
and stakeholders while maintaining transparency in their financial reporting [3], [4].

In recent decades, Corporate Social Responsibility (CSR) has emerged as a key managerial approach within
modern organizations. Rooted in eatly scholarly work [5-8], CSR encompasses organizational policies and
actions aimed at addressing social, ethical, and environmental expectations. Scholars argue that firms
committed to CSR activities gain enhanced legitimacy and long-term credibility in the eyes of stakeholders
[9], [10]. Such legitimacy increases investors’ positive perceptions while reducing perceived corporate risk,
thereby reinforcing trust [11]. Consequently, CSR is not merely an ethical obligation but a strategic asset that

strengthens trust-based relationships between firms and investors [12], [13].

Alongside CSR, financial transparency represents a foundational mechanism for building trust in capital
markets. Financial transparency refers to the clarity, reliability, timeliness, and comprehensiveness of financial
information disclosed by companies [14], [15]. When firms provide transparent and comprehensible financial
information, information asymmetry between managers and investors decreases, enabling investors to more
accurately evaluate performance and risk [16], [17]. Conversely, insufficient or opaque disclosure can increase
perceived risk, diminish investor confidence, and weaken market participation [18], [19]. Therefore,

transparency is widely recognized as a crucial driver of investor trust in both developed and emerging markets
120], [21].

Although CSR and financial transparency are individually important, their combined influence on investor
trust has received limited scholatly attention, particularly in emerging markets where institutional structures
are still evolving. In such markets, investors rely not only on quantitative financial measures but also on a
combination of behavioral, ethical, and informational cues [22], [23]. Thus, analyzing CSR and financial
transparency simultaneously can provide a more comprehensive understanding of how trust is formed and
sustained in capital markets.

Recent empirical studies highlight the significance of both CSR and transparent disclosure in shaping investor
trust. For example, CSR initiatives have been shown to enhance perceptions of corporate credibility and
ethical commitment [24], [25], while high-quality financial disclosure reduces uncertainty and increases
investor confidence[16], [17]. Evidence from Iran also indicates that the joint effect of social responsibility

and transparent reporting plays a critical role in improving investor—firm relationships [13].

Given the importance of these constructs and the central role of trust in the functioning of capital markets,
examining how CSR and financial transparency jointly influence investor trust is essential. Accordingly, the
present study focuses on firms listed on the Tehran stock exchange and seeks to investigate the relationship
between CSR, financial transparency, and investor trust. Through this investigation, the study aims to provide
deeper insights into the determinants of trust in emerging markets and contribute to the broader literature on
responsible corporate behavior and transparent financial reporting.

2| Hypotheses Development

Investor trust is a multidimensional construct influenced by economic, behavioral, and informational factors.
In capital markets, investors rely not only on financial indicators but also on broader signals that reflect a
firm’s ethical conduct, credibility, and transparency. From the perspective of stakeholder theory, organizations
strengthen stakeholder relationships-including those with investors-when they demonstrate accountability
toward their social, ethical, and informational responsibilities [3]. In this context, CSR and financial
transparency represent two critical mechanisms that shape investors’ perceptions and expectations. Both

factors can directly or indirectly influence the degree of trust investors place in firms [4], [14].
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Development of Hypothesis 1. corporate social responsibility and investor trust.

Legitimacy theory suggests that firms must operate within the norms and expectations of society in order to
maintain their legitimacy and long-term survival [9]. CSR initiatives—such as environmental protection, fair
labor practices, and community engagement—signal ethical commitment and responsible corporate behavior
to external stakeholders. These activities can reduce perceptions of opportunistic behavior and strengthen the
credibility of the organization in the eyes of investors.

Previous empirical studies support this theoretical argument. For instance, Kim et al. [24] report that firms
with stronger CSR engagement tend to receive greater trust and support from investors. Similarly, Mishra and
Celestin [20] find that CSR initiatives enhance positive perceptions of corporate behavior and increase
investors’ willingness to invest in socially responsible firms. By signaling long-term commitment to ethical
and societal values, CSR activities can reduce perceived moral hazard and increase investors’ confidence in
the firm [4], [12].

Based on these theoretical foundations and empirical findings, it is expected that CSR positively influences
investor trust. Therefore, the first hypothesis is proposed as follows:

H1. Corporate social responsibility has a positive and significant effect on investor trust
Development of Hypothesis 2. Financial transparency and investor trust.

Information asymmetry theory suggests that conflicts may arise when managers possess more information
about the firm than external investors [14]. When companies disclose financial information that is accurate,
timely, and reliable, the information gap between management and investors is reduced. This transparency
enables investors to evaluate firm performance more effectively and lowers the perceived risk associated with

investment decisions.

Recent studies highlight the importance of financial transparency in strengthening investor confidence.
Bischof et al. [16] demonstrate that firms with higher levels of financial transparency experience lower
uncertainty and greater investor trust. Similarly, Lotito et al. [26] argue that transparent financial reporting
reduces information asymmetry and improves market confidence. Evidence from the Iranian context also
confirms this relationship, Flammer [13] show that transparent disclosure practices significantly improve
investors’ perceptions of corporate reliability and accountability.

Given the critical role of financial disclosure in capital markets, financial transparency is expected to be a key
determinant of investor trust. Accordingly, the second hypothesis is formulated as follows:

H2. Financial transparency has a positive and significant effect on investor trust.
Development of Hypothesis 3. The combined effect of CSR and financial transparency on investor trust.

In complex and uncertain market environments, investors typically rely on multiple signals when evaluating
firms. CSR provides a behavioral signal reflecting ethical commitment and social responsibility, while financial
transparency provides an informational signal regarding honesty, accountability, and reporting quality [9], [14].
When these two mechanisms operate simultaneously, they create a more comprehensive and credible picture
of the firm for external stakeholders.

Empirical evidence also suggests that the combined presence of responsible corporate behavior and
transparent financial reporting can significantly strengthen investor perceptions. For example, Mishra and
Celestin [20] emphasize that responsible corporate conduct enhances the effectiveness of disclosure
mechanisms in building investor confidence. Similarly, Flammer [13] highlight that the interaction of CSR

and transparent reporting improves investor perceptions and trust in emerging markets.

Therefore, examining the simultaneous influence of CSR and financial transparency can provide deeper
insights into the mechanisms through which investor trust is formed in capital markets. Based on this
reasoning, the third hypothesis is proposed as follows:
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H3. Corporate social responsibility and financial transpatency jointly have a positive and significant effect on

investor trust
3| Methodology

The present study is applied in terms of purpose and descriptive—correlational in terms of nature and
methodology. This approach enables the researcher to examine the relationships among CSR, financial
transparency, and investor trust within the real context of corporate activities. Given that the primary
objective of the study is to assess the extent and nature of the associations among these variables-without
manipulating them-correlational analysis was deemed appropriate. Furthermore, data were collected through

a field survey to capture managers’ direct perceptions and evaluations of the research constructs.

The statistical population consisted of chief executive officers of companies listed on the Tehran Stock
Exchange, totaling 563 individuals. Due to time and accessibility constraints, a sample was selected from this
population. In this regard, 240 companies were chosen as the study sample, and questionnaires were
distributed among their CEOs. Ultimately, 235 completed and usable questionnaires were returned,
representing a response rate of 97 percent. This high rate of return reflects the satisfactory cooperation of

respondents and confirms the adequacy of the sample size for conducting the required statistical analyses.

To collect the necessary data, standardized and validated questionnaires were employed. CSR was measured
using the instrument developed by Abdul and Ibrahim [27], which evaluates economic, legal, ethical, and
social dimensions of corporate responsibility. Financial transparency was assessed using the questionnaire by
Bushman et al. [14], covering indicators such as clarity of financial information, disclosure extent, reliability
of financial reports, and timeliness of information publication. Investor trust was measured using Guiso et al.
[28] questionnaire, which examines various dimensions of investors’ confidence in corporate performance
and the information disclosed by firms. All questionnaire items were rated on a five-point Likert scale.

To ensure instrument validity, the questionnaires were reviewed by five experts in financial management and
accounting. Based on their comments, necessary modifications were applied to a number of items. Reliability
was assessed using Cronbach’s alpha coefficients. The results showed that the coefficients for the research
variables ranged from 0.762 to 0.801. Given that values above 0.70 are considered acceptable for reliability in
social science research, the instruments were deemed to possess satisfactory reliability.

After data collection, analyses were conducted using SPSS version 26. First, the Kolmogorov—Smirnov test
was employed to assess the normality of data distribution. Next, Pearson correlation coefficients were
calculated to examine the relationships among the study variables. To test the research hypotheses and
evaluate the effects of the independent variables on the dependent variable, multiple linear regression analysis
was performed. The regression results indicated that both CSR and financial transparency exert positive and
significant effects on investor trust. Based on the results, the regression equation was derived as follows:
investor trust equals 1.177 plus 0.408 multiplied by CSR and 0.185 multiplied by financial transparency.
Additionally, the coefficient of determination (R?) was found to be 0.493, indicating that approximately 49.3

percent of the variance in investor trust is explained by the two independent variables.
4| Data Analysis and Research Findings

To examine the relationships among the study variables and test the hypotheses, several stages of statistical
analysis were performed. First, the normality of variable distributions was assessed using the Kolmogorov—
Smirnov test. The results showed that the significance values for all variables exceeded the 0.05 threshold,
indicating that the data followed a normal distribution. This contfirmed the appropriateness and reliability of

using parametric techniques such as correlation analysis and multiple linear regression.
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Subsequently, simple correlations among the main variables were calculated. The results revealed that both
CSR and financial transparency had positive and significant correlations with investor trust. These preliminary
findings provided a suitable foundation for constructing the regression model, which aimed to evaluate the
relative explanatory power of each independent variable on the dependent variable.

To assess the overall significance of the model, an Analysis of Variance (ANOVA) test was conducted. As
presented in Table 1, the F-statistic was 78.888 with a highly significant p-value (0.0001), demonstrating that
the regression model possessed strong explanatory power. This result indicates that the combined effects of
CSR and financial transparency significantly predict variations in investor trust and that the model is statistically
well-fitted.

Table 1. ANOVA results for the regression model.

Model Sum of Squares df  Mean Square F Sig.
Regression  12.620 2 6.260 78.888  0.0001
Residual 25.507 233 0.109

Total 51.327 235

The researcher’s findings

After confirming the significance of the model, regression coefficients were examined to assess the strength
and direction of effects for each independent variable. Table 2. presents the unstandardized and standardized
coefficients, standard errors, t-statistics, and multicollinearity indices, providing the basis for a precise
interpretation of the variables’ effects.

Table 2. Regression coefficients and multicollinearity statistics.

Variable B Std.Error Beta t Sig Tolerance VIF
Constant 1.177  0.217 -—- 5422 0.000 --- -—-
Corporate social responsibility CSR - 0.560  0.086 0.561 6.807 0.000 0.460 2.175
Financial transparency 0.178 0.086 0.178 2.033 0.046 0.460 2.175

The researcher’s findings

The results of the multiple regression analysis show that CSR, as the first independent variable, exerts the
strongest effect on investor trust. The unstandardized coefficient (B = 0.560) indicates that a one-unit increase
in CSR is associated with a 0.560-unit increase in investor trust—a statistically significant finding given the
p-value of 0.000. The standardized beta coefficient (0.561) further confirms that CSR contributes the most
to explaining the variance in investor trust. This result aligns with theoretical perspectives such as legitimacy
theory and stakeholder theory, which argue that responsible corporate behaviors enhance perceived
organizational credibility and consequently strengthen investor trust.

Financial transparency also demonstrates a positive and significant effect on investor trust, although its
magnitude is smaller relative to CSR. The coefficient (B = 0.178) suggests that increased transparency leads
to higher investor trust, and the significance level of 0.046 supports this conclusion. The standardized beta
(0.178) indicates that financial transparency plays a complementary role, primarily through reducing
information asymmetry and enhancing the reliability of financial reporting.

The multicollinearity diagnostics show that both variables have VIF values of 2.175 and acceptable tolerance
levels, confirming the absence of collinearity issues and ensuring the statistical stability of the model. Thus,
the presented results can be interpreted with confidence.

Overall, the significant positive effects of both CSR and financial transparency demonstrate that firms can
substantially enhance investor trust by adopting socially responsible practices and providing transparent
financial information. These findings carry important implications for corporate governance policies and offer
valuable insights for understanding capital market behavior and guiding managerial decision-making.
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5| Conclusion

The findings of this study indicate that both CSR and financial transparency serve as critical determinants in
shaping investor trust. The results show that when firms strengthen their socially responsible activities-such
as stakeholder responsiveness, ethical conduct, and contributions to social development-investors develop a
stronger sense of confidence in the firm’s credibility and dependability. This outcome is consistent with
stakeholder theory and legitimacy theory, as both frameworks propose that investors interpret socially and
ethically responsible corporate behavior as a signal of managerial stability, integrity, and forward-looking
orientation. Moreover, the findings highlight the significant role of financial transparency in enhancing
investor trust. By reducing information asymmetry and ensuring equal access to firm-related information,
transparency enables investors to form more accurate assessments of corporate performance and future
prospects, thereby making financial decisions with greater assurance. Although the magnitude of financial
transparency’s effect is smaller than that of CSR, it nonetheless plays a vital and complementary role in

strengthening investor trust.

These findings collectively suggest that investor trust is a multidimensional construct influenced by
behavioral, social, and informational factors. Therefore, managers must adopt strategies that enhance both
the social legitimacy of the firm and the reliability of its financial reporting. The results further demonstrate
that the simultaneous integration of CSR and financial transparency yields the highest levels of investor trust,
as the two factors operate in complementary ways to refine investors’ perceptions of risk, managerial integrity,
and the accuracy of corporate disclosures. In this regard, trust emerges not merely as an outcome of financial
performance but as a product of firms’ ethical conduct, social engagement, and transparency in

communicating information.

Based on the study’s findings, several practical recommendations can be proposed. First, firms should place
greater emphasis on developing and implementing structured CSR programs. Actions such as voluntary
disclosure of social initiatives, clarification of ethical policies, environmental stewardship, and genuine
attention to employee rights can significantly improve the firm’s long-term reputation in the eyes of investors.
Second, firms must enhance their financial reporting mechanisms by employing modern disclosure practices
that increase investors’ confidence in the accuracy and sufficiency of reported information. Greater
transparency in financial statements, timely information disclosure, and minimizing managerial opportunism
can substantially elevate investor trust. Additionally, capital market regulators should develop stricter
requirements in the areas of social responsibility and corporate disclosure to raise the behavioral and

informational standards of companies.

For future research, it is recommended that various dimensions of CSR and different forms of transparency
be examined more precisely to identify which components have the strongest influence on investor trust.
Moreover, the use of more advanced analytical methods-such as structural equation modeling or Fuzzy-Set
Qualitative Comparative analysis (FSQCA)-can provide deeper insights into the causal mechanisms
undetlying investor trust and offer a more comprehensive understanding of how these factors interact.

Acknowledgments

The authors would like to thank the reviewers for their valuable observations, which contributed to improving
the clarity of the empirical results and strengthening the overall structure of the paper. The editorial process
is also appreciated for facilitating a constructive and efficient evaluation.

Funding

The authors confirm that this research was conducted without receiving financial assistance from any external

funding sources.



283

Ahmadiniya Sani and Fazel Saatchi | Trans. Quant. Fin. Bey. 2(4) (2025) 277-284

Data Availability

The data used in this study were collected through questionnaire surveys from investors and market

participants. The processed dataset supporting the findings of this research can be made available by the

corresponding author upon reasonable request.

Conflicts of Interest

The authors declare that there are no conflicts of interest that could have influenced the findings of this study.

References

(1]

(2]

(3]

(4]

(3]

(6]

(7]

(8]

9]

(10]

(11]

(12]

(13]

[14]

(15]

[16]

(17]

Liow, K. H., & Huang, Y. (2017). Interconnectedness and contagion in international real estate investment trusts.
https://dx.doi.org/10.2139/ssrn.2970376

Wei, C., & Zhang, L. (2023). Trust in financial markets: Evidence from reactions to earnings news.
Management science, 69(10), 6393-6415. https://doi.org/10.1287/mnsc.2022.4569

Freeman, R. E. (1984). Strategic management: A stakeholder approach. Cambridge University Press.
https://openlibrary.org/books/OL3170928M/Strategic_management

Carroll, A. B. (1999). Corporate social responsibility: Evolution of a definitional construct. Business &
society, 38(3), 268-295. https://doi.org/10.1177/000765039903800303

Bowen, H. R. (1953). Social responsibilities of the businessman. University of lowa Press.
https://openlibrary.org/works/OL3243308W/Social_responsibilities_of_the_businessman?utm_source=.c
om

Davis, K. (1960). Can business afford to ignore social responsibilities? California management review, 2(3).
https://doi.org/10.2307/41166246

Davis, K. (1973). The case for and against business assumption of social responsibilities. Academy of
management journal, 16(2), 312-322. https://doi.org/10.2307/255331

Carroll, A. B. (1979). A three-dimensional conceptual model of corporate performance. Academy of
management review, 4(4), 497-505. https://doi.org/10.5465/amr.1979.4498296

Carroll, A. B., & Shabana, K. M. (2010). The business case for corporate social responsibility: A review of
concepts, research and practice. International journal of management reviews, 12(1), 85-105.
https://doi.org/10.1111/j.1468-2370.2009.00275.x

Waddock, S. (2004). Parallel universes: Companies, academics, and the progress of corporate citizenship.
Business & society review, 109(1), 5-42. https://doi.org/10.1111/j.0045-3609.2004.00002.x

Agwu, E. M., & Taylor, A. R. (2015). CSR as a strategic management tool: expectations and realities of two
MNC s in Nigeria. In Human rights and ethics: Concepts, methodologies, tools, and applications (pp. 795-811).
IGI Global. https://doi.org/10.4018/ijcesc.2014010103

Frederick, W. C. (2006). Corporation, be good!: The story of corporate social responsibility. Dog Ear Publishing.
https://books.google.com/books?id=Ct-_cmD93PUC&source=gbs_navlinks_s

Flammer, C. (2015). Corporate social responsibility and shareholder reaction: The environmental
awareness of investors. Strategic management journal, 56(3), 758-781. https://doi.org/10.5465/amj.2011.0744
Bushman, R. M., Piotroski, J. D., & Smith, A. J. (2004). What determines corporate transparency? Journal
of accounting research, 42(2), 207-252. https://doi.org/10.1111/j.1475-679X.2004.00136.x

Biddle, G. C., Hilary, G., & Verdj, R. S. (2024). Financial reporting transparency. Journal of accounting and
economics. https://10.1016/j.jacceco.2009.09.001

Bischof, J., Daske, H., & Sextroh, C. J. (2020). Why do politicians intervene in accounting regulation? The
role of ideology and special interests. Journal of accounting research, 58((3)), 589-642.
https://doi.org/10.1111/1475-679X.12309

Zhang, C., & Wang, Y. (2024). Non-financial information farsightedness and capital market information
efficiency. Humanities and social sciences communications, 11, 3657. https://doi.org/10.1057/s41599-024-
03657-3



The impact of corporate social responsibility... 284

(18]

(19]

(20]

(21]

(22]

(23]

(24]

[25]

[26]

(27]

(28]

Jamali, S. Y., Shishegaran, A., Smith, ]., & Saeedi, M. (2025). Sustainability reporting and transparency. In
applications of blockchain and computational intelligence in environmental sustainability (pp. 124-151). CRC
Press. https://www.taylorfrancis.com/chapters/edit/10.1201/9781003609865-8

Elphinstone, B., et al. (2024). Commercialisation fears and preferred forms of governance. Frontiers in
public health, 12, 1508261. https://doi.org/10.3389/fpubh.2024.1508261

Mishra, A. K., & Celestin, M. (2025). The digital transformation of financial disclosure. How emerging
technologies are revolutionizing corporate transparency and investor trust. https://10.24321/2582.5399.202502
Chen, Q., etal. (2025). Information disclosure and market efficiency in emerging equity markets. Finance
research letters, 62, 107103. https://doi.org/10.1016/j.fr].2025.107103

Wang, H., Guo, H., Cheng, H., & Shi, Y. (2025). Market interventions and investor sentiment in China’s
stock market. https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4912384

Bekaert, G., Harvey, C. R., & Lundblad, C. (2022). Emerging market risk and investor behavior under
financial stress. Journal of international economics, 137, 103600. https://doi.org/10.1016/j.jinteco.2022.103600
Kim, S., Kim, C,, Park, J.-H., Kim, J., & Afzali, H. (2023). CSR policies and practices of Korean foreign
subsidiaries: institutional duality in emerging economies. Asia pacific business review, 29(3), 740-757.
https://doi.org/10.1080/13602381.2021.1939957

Eriqat, I. O. A., Tahir, M., & Zulkafli, A. H. (2024). The impact of corporate social responsibility disclosure
on corporate reputation: the moderating role of national culture in financial industries of MENA region.
Cogent business \ & management, 11(1), 2391120. https://doi.org/10.1080/23311975.2024.2391120

Lotito, M., Migheli, M., & Ortona, G. (2020). Transparency, asymmetric information and cooperation.
European journal of law and economics, 50, 267-294. https://doi.org/10.1007/s10657-020-09669-z

Abdul, Z., & Ibrahim, S. (2002). Executive and management attitudes towards corporate social
responsibility in Malaysia. Corporate governance, 2(4), 10-16. https://doi.org/10.1108/14720700210447641
Guiso, L., Sapienza, P., & Zingales, L. (2008). Trusting the stock market. The journal of finance, 63(6), 2557—
2600. https://doi.org/10.1111/j.1540-6261.2008.01408.x



