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Abstract. The paper aims to investigate the effects between corporate social responsibilities (CSR) and
corporate financial performance (CFP) in Vietham context. The author employs context analysis and
multiple regressions in Stata software to examine two-ways positive relationship between CSR and CFP.
The research is contingent on the database created by Tien, HV & Van Anh, HT (2017) that is revised by
an increase in the number of observation variables for a period from 2012 to 2017 for 130 companies via
their annual report. Preliminary result indicates that there is a signicantly statistical relationship between
CSR and CFP.
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1 INTRODUCTION

The relationship between CSR and CFP has been a growing concern among academics,
organizations and nations all over the world. This is partially due to the importance of CSR to
stakeholders. In a competitive and dynamic market, not only do entities focus on maximizing the assets of
shareholders but also deal with social issues created by companies themselves throughout their business
operation.

Many studies indicate that companies should take part in activities in relation to social responsibility
to deal with them and CSR is one of instruments having a good effect to financial efficiency ([45]Young
& Marais, 2012; [5] Aras & Crowther, 2007; [6] Arora & Dharwadkar, 2011). However, various studies
show contrary results and conclusions in terms of the relationship between CSR and CFP ([22] Jones,
2005; [14] Dhaliwal et.al, 2011; [31] Nelling & Webb, 2009; [11] Cornell & Shapiro, 1987). The question
is stated again whether there is a two-ways relationship between CSR and CFP in Vietnam context or not.

CSR has been investigated in many research, however, each study only examine a particular aspect
of CSR and consider it as one of the variables. This study uses similar research method in the study of
[41] Tien, HV & Van Anh, HT (2017) to measure CSR based on the update and adding research database
and then investigate two-ways relationship between CSR and CFP.

The studies is presented in 3 main parts, including literature review and hypothesis, research
methodology, designing the research, results and discussions and underlying values of management.

2. LITERATURE REVIEW

Many research results indicate a positive relationship between CSR and CFP ([10] Cochran &
Wood, 1984; [35] Ruf et.al, 2001; [44] Van de Laan et.al, 2008), wherease other research show a negative
relationship between them ([29] Moore, 2001; [31] Nelling & Webb, 2009) or some authors believe that
there is no relationship between these variables ([1] Abbott & Monse, 1979; [26] Lioui & Sharma, 2012).
[31] Nelling & Webb (2009) believe that there is a mix relationship between CSR and CFP. Based on
these results, it seems to be that there is no clear relationship between CSR and CFP, hence, the need of
checking whether a relationship between CSR and CFP, especially the two-ways relationship, exists or
not in Vietnam context is extremely pivotal.

The authors who support there is a positive relationship between CSR and CFP claim that carrying
out CSR contributes the improvement of employees’ loyalty and devotion, customers’ goodwill and the
consensus of different stakeholders and these factors are beneficial to companies’ development ([35] Ruf
et.al, 2001). [34] Rashid & Ibrahim (2002) indicated that if companies do not involve in social
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responsibilities they are likely to lost customers’ and employees’ trust or may face to trouble in economic
stagnation or difficulties when profits and value of trademarks decrease significantly or when customers
and investors leave companies, etc. As a result, if companies want to achieve better CFP they should
carry out better CSR ([46] Waddock & Graves, 1997; [44] Tsoutsoura, 2004; [22] Jones, 2005). This
conclusion has been supported by many researchers all over the world ([35] Ruf et.al, 2001; [47] Wau,
2006; [29] Moneva et.al, 2007; Odemilin et.al, 2010).

In contrast to the results showing the positive relationship between CSR and CFP, other studies
show negative relationship between these factors and claim that engaging in social responsibilities
increase the costs in business, hence, it leads to a decrease in profits and a constrasting shareholders’
expectation (Moore, 2001; Bragdon & Marlin, 1972; Aupperle et.al, 1985; Moore, 2001).

In addition to these two conflicting views, many studies do not find any causal relationship between
CSR and CFP. The conclusion of these authors is that additional costs from participating in CSR are
offset by the benefits of these activities (Cornell & Shapiro, 1987; Becchetti & Ciciretti, 2006;
D'Arcimoles & Trebucg, 2002; Nelling & Webb, 2009).

Even though CSR has different factors, this study only focuses on four main elements in accordance
with stakeholders, namely responsibilities with environment, with community, with employees and with
products. These factors are similar in a study of Tien, HV & Van Anh, HT (2017).

+ Responsibilities with environment (CSR_env): Many studies proved that fostering responsibilities
with environment, for example, save energy, using eco-friendly material, using recycled products,
maintaining and conserving natural resources, prevention pollution, etc., are capable of making CFP
better (Pahuja, 2009; Setyorini & Ishak, 2012). Samy, Odemilin & Bampton (2009), Menassa (2010)
found weak relationships between responsibility with environment and CFP. Additionally, Magness
(2006) & Dragomir (2009) found no relationship between environmental responsibility and CFP.

+ Responsibilities with community (CSR_com): Some researchers find a significantly statistical
relationship between social progress and CFP. Joshi & Gao (2009), Lii (2011) investigated the effects of
community activities and believe that community activities facilitate the company create good
relationships with stakeholders. As a result, companies not only build a good brand image at a relatively
lower cost than the cost of advertising activities and of public relations activities but also contribute to
reduce risk when the company faces economic difficulties or unexpected events occured in the business
activities.

+ Responsibilities with employees (CSR_emp): It relates to financial efficiency and organizational
effectiveness (Menassa, 2010). Guadamillas-Go'mez & Manzanares (2011) show clear evidence that
responsibility with employees is a moral aspect of the company to develop people, improve employee
loyalty, retain good employees and attract new employees, etc. All of these result in a better CFP of
companies. On the contrary, Criséstomo, Freir & Vasconcellos (2011) found a negative impact of
responsibilities with employees and CFP.

+ Responsibilities with product (CSR_prod): It has some impacts on CFP. Consumer protection is
carried out by providing the necessary information about the ingredients used to manufacture production,
better quality and good price that are higher than customers’ expectation. It may lead to an increase in
CFP of company (Skudiene & Auruskeviciene, 2010).

Based on these information, the authors present two hypothesis:

Hypothesis 1: Taking part in CSR of companies has a positive impact on CFP
Hypothesis 2: Good CFP has a positive impact on companies’ level of taking part in CSR.

3. RESEARCH METHODOLOGY

The study bases on the database of Tien, HV & Van Anh, HT (2017) with 100 companies, adding
with database from 2012 to 2017 with 34 companies. Particularly, this study analyses the sciencetific
context in annual report from 134 companies in Ho Chi Minh Stock Exchange and Ha Noi Stock
Exchange and regression model based on the research of Guthrie et al (2004) and Schneider and Konz
(2006) to check two-ways relationship between CSR and CFP.

Financial performance measures are divided into two categories, including accounting-based
measure - ROA (Aras et al., 2010; Crisdom et al., 2011); market-based measure - Tobin'q index (Cheung
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et al.,, 2010; Dragomir, 2010; Saleh et al., 2011; Zhang and Gu, 2012; Ghelli, 2013; Li et al., 2013,
Karagiorgos , 2010; Hussainey & Walker, 2009) and FR (Brammer et al., 2006; Murray et al., 2006;
Moneva and Ortas, 2008; Bhagat and Bolton, 2008; Nelling and Webb, 2009; Hussainey and Walker,
2009; Karagoiorgos, 2010).

CSR measure (CSR): The method that is used is similar to the study of Tien, HV & Van Anh, HT
(2017). Based on the updating information via annual financial statements, context analysis is utilized to
extract information regrading social responsibility activities. Being in accordance with the study of
Branco and Rodrigues (2006); Haniffa and Cooke (2005), the study uses the following formula:

ke .
CSRI elementij = % o
ij

4_, total CSR el ti;
CSRI total ;j = 2L CREEMENTY (5

Notes:

CSRj;: total CSR and CSR element j (0 <CSR;< 1)

csrij = 1 if the information in the question number i for company number j is announced and vice
versa, csrj =0

nj: the number of question with number | for company number j (n = 1,..., k).

i: the number of aspects in CSR expectation for a particular company

The control variables

+ The size of company (Size): Crisdstomo et al. (2011) indicates that size is an important control
variable as smaller size companies are limited in their financial capacity to maintain social responsibility
activities compared to those having larger financial budget to do it. In this study, logarit of total assets is
used to measure firm size (Hossain & Hammami, 2009; Dragomir, 2009).

+ Financial leverage (Leverage): Companies with low debt levels and good financial performance
invest more money in social responsibility activities than those with high debt levels. Similarly, Aras and
Aybars (2010) used DTA (total debts/total assets) as a representative variable to control the company's
risk.

+ Industry (Industry): According to Dierkes and Preston (1997) some industries may have strong
influences on the relationship between CSR and CFP. Therefore, this study uses industry as a control
variable that was applied by Patten (1991), Roberts (1992), Hackston and Milne (1996), Bayoud et al.
(2012). The industry variable in this study is defined as the financial and non-financial industry. If the
company is non-financial, it has a value of 1 and vice versa 0.

This study applies research models of Tien, HV and Van Anh, HT (2017), Trang and Yekini (2014).
The research model is expected as follows:

Yjc = Bo + B1CSR + B2 SIZE;; + B3LEVj; + B4INDUS;; + a (1a)
Yjc = Bo + B1CSR_envj; + B, CSR_empl;; + B3CSR_com;; + B,CSR_prod;; + B5SIZE;; + B¢LEV;;
+ B7INDUS;j; + a (1b)

Notes:

B0: coefficient

Yij: corporate financial performance of company i with time j (ROA, TBQ, FR)

ROA = profit after tax/total assets

Tobin’q (TBQ) = (short-term debts + long-term debts + capital market)/book value of total assets
Financial risk (FR) = (Standard deviation of daily rate of return for 250 sessions in a year) *v250
CSR: total corporate social responsibilities

CSR_env: corporate social responsibilities with environment

CSR_empl: corporate social responsibilities with employees

CSR_com: corporate social responsibilities with community

CSR_prod: corporate social responsibilities with products
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Sizeij: size of company i with time j (Log [total assets])

Levij: financial leverage with company i in time j (DTA = total debts/total assets)

Indusij: industry i with time j (is classified in accordance with Ho Chi Minh Stock Exchange —
HOSE)

a: error

4 RESULT AND DISCUSSION

4.1. Descriptive statistics

Table 1 presents statistical results describing variables in the research model. For the financial
efficiency group, TBQ has the highest average value (1.109401), which is a good signal. The market
value of companies is high that means they are developing well and have strong financial budget to
participate in CSR activities. The average price volatility or company risk (FR) is 36% and FR max is
88% which indicates that market value of companies in sample are relatively sensitive to internal and
external factors. The average value of ROA at 8% is relatively good and effective.

Table 1: Descriptive statistics for variables in research model

Obs Mean Std. Dev Min Max
ROA 399 .0792567 .0872649 -.361 784
TBQ 399 1.109401 9655773 .002 8.748
FR 399 .3652231 1149795 .073 .875
csr_env 399 4802632 .2060117 0 1
csr_emp 399 7525514 1410503 0 1
csr_com 399 5769424 1703372 0 1
csr_prod 399 485589 2275312 0 1
CSR 399 5757895 1241429 0 1
Size 399 28.98834 1.79988 25.158 34.723
Lev 399 4870526 .2299138 .015 .963
Indus 399 .839599 .3674383 0 1

(Source: Authors calculate in Stata software)

For the social responsibility variable group, the average value of corporate social responsibilities
with employees and corporate social responsibilities with community are two of factors being disclosed
most in annual financial statements. The two factors being disclosed least in annual financial statements
are corporate social responsibilities with environment and corporate social responsibilities with products.
It is relatively common because

(i) The disclosure of this information is voluntary and there is no framework for disclosing these
information

(ii) There are some large-scale companies complying with GRI guidelines

(iii) Traditional financial information plays an important role for users of information so far.

For controlling variables, the size of companies in the research sample is relatively large (mean =
29), financial leverage is relatively high (mean ~ 49%), however, there are some companies that do not
have financial leverage. In sample of the study, the number of non-financial companies is higher than the
financial and real estate companies.

4.2. Correlation analysis

The total CSR is positively correlated with ROA and TBQ but correlates negatively with FR and
Lev, which are similar to those of Crochran and Wood (1984), Waddock and Grave (1997), Tsoutsoura
(2004). In contrast, all CSR elements have a positive correlation with CFP and only CSR_env has a
negative correlation with FR.
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The correlation between the three control variables with CSR shows that Lev has a negative
correlation with CSR element. Additionally, the result indicates that size has a negative correlation with
CSR_env, CSR_empl and a positive correlation with CSR_prod, CSR_com. It means that the larger the
company, the more investment is made in community activities to build a good image of the company
with the local community and other stakeholders. In contrast, Indus is positively correlated with
CSR_env, CSR_empl and is negative correlation with CSR_prod, CSR_com. Companies in the industry
group that may create pollution may be likely to invest more in environmental protection activities to
reduce costs and increase CFP.

Table 2: Correlation coefficient between total CSR, CSR elements and CFP

CSR
ROA TBQ FR CRS CSR CSR CSR Size Lev Indus
ENV EMPLOY COMMU PROD

ROA 1.0000
TBQ 0.5792 1.0000
FR -0.1628  -0.1693  1.0000
CRSenv 0.1913 0.2303  -0.1000  1.0000
CSRewmp 0.0292 0.0478 0.0139 0.4130 1.0000
CSRcom  0.0658 0.0935 0.0745 0.0854 0.0831 1.0000
CSRprop  0.2077 0.2671 0.0568 0.3524 0.1041 0.2637 1.0000
CSR 0.1957 0.2701  -0.0898  0.7355 0.5338 0.5306 0.7322 1.0000
Size 0.1441 0.0199 -0.2805 -0.1190 -0.1235  0.2433 0.0862 0.0348 1.0000
Lev -0.4643  -0.2937  0.0111  -0.2046 -0.0561 -0.0014 -0.1548 -0.1801  0.4801 1.0000
Indus 0.2263 0.1624 0.0856 0.1904 0.0811  -0.1074  0.0925 0.1107  -0.4463  -0.3157  1.0000

(Source: Authors calculate in Stata software)

4.3. Two-ways relationship between CSR — CFP
4.3.1. Analysis effects of CSR on CFP

The relationship between total CSR - CFP

Table 3 results show that when accepting hypothesis H1 there is a relationship between CSR - CFP
in the context of Vietnam with 1% significance level. Additionally, a positive relationship between total
CSR - TBQ and CSR - ROA at significant levels of 1% and 5% are found, which are similar to the
findings in previous studies. (Cochran & Wood, 1984; Waddock & Grave, 1997; Bewley & Li, 2000;
Beurden & Gossling, 2008; Chen & Wang, 2011; Sun, 2012). However, there is no evidence showing that
there is a relationship between total CSR — FR, which means that (i) the majority of domestic and foreign
investors’ psychology in Vietnam pay more attention in financial indicators than non-financial indicators
(for example, indicators for corporate social responsibilities), (ii) there is no guidance for companies to
disclosure information in relation to corporate social responsibilities and the disclosure these information
is voluntary and (iii) although companies, investors and various stakeholders have started to pay more
attention in CSR they have not fully been aware of CSR. Furthermore, a reliable CSR index is not
established as in developed countries to announce to investors and stakeholders as a basis for evaluating
each company.

The effect of control variables on CFP shows that the result is a mix. Particularly, Lev has a negative
relationship with ROA and TBQ has a positive relationship with FR, implying that if the company has a
higher debt ratio it contributes to reduce profits and increase the risk of financial loss. Even though with
financial leverage companies may gain benefits from tax shields, it may become a financial burden for the
company. The result shows that Size and Indus factors have positive relationships with CFP which means
the larger the company is the more impacts on its CFP.
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Table 3: Regression result regarding the relationship between total CSR- CFP

ROA TBQ FR
CSR tong .0643** 1.4557*** -.0631
(2.03) (3.96) (-1.28)
Size .0066** 1257*** -.0235***
(2.53) (4.14) (-6.18)
Lev - 1796*** -1.3752*** .0874***
(-9.20) (-6.08) (3.14)
Indus .0303** 3755*** -.0070
(2.58) (2.75) (-0.42)
Obs 399 399 399
R-squared 0.2468 0.1746 0.1079
F 32.28 20.84 12.46
P_value 0.0000*** 0.0000*** 0.0000***
F test 0.0601 0.7436 0.0183

(Source: Authors calculate in Stata software).
(*) 10% significant level, (**) 5% significant level va (***) 1% significant level

Based on the aforementioned analysis and the result in the research of Tien, HV & Van Anh, HT
(2017), the result indicates that taking part in CSR do not result in an increase in cost or a decrease in
profits. More importantly, it becomes a useful instrument that is beneficial to companies, for example,
increasing the profit and market value of stocks, maximizing the value of shareholders' assets and
improving the relationship between shareholders and managers.

The relationship between CSR elements - CFP

Table 4 provides evidence regarding the existence of the relationship between CSR elements - CFP
with a 1% significance level by accepting H1 hypothesis. The result between CSR elements — CFP shows
a mixed result. Particularly, even though activities in relation to community are one of four aspects
disclosuring most in annual financial statements we found no relationship between CSR_com — CFP. This
result contradicts with the findings in some previous studies (Branco and Rodrigues, 2007; Joshi and Gao,
2009, Lii, 2011; Nejati and Ghasemi, 2012; David, 2012; Tien,HV & Van Anh,HT, 2017).

There is a positive relationship between CSR_env — ROA and TBQ at the significance level of 5%
and 10%, respectively and a negative relationship between CSR_env - FR at 10% significance level.
These results are in accordance with some previous studies (Deegan, 2002; Kuasirikun & Scherer, 2004;
Pahuja, 2009; Setyorini & Ishak, 2012). It means that engaging in corporate social responsibilities (for
example, using eco-friendly materials, using effectively natural resources, recycled products, treatment of
wastes and hazardous air pollutants, protecting the surrounding environment, planting trees, etc.) not only
provide positive effects on CFP but also contributes to reduce risks and enhance the brand for companies.
Similarly, CSR_prod - ROA and CSR_prod — TBQ show positive relationships with 1% and 5%
significance levels, being consistent with previous research (Carrol, 1991; Galbreath, 2009; Rashid, 2010;
Rashid, 2010; Menassa, 2010; Green and Peloza, 2011). In short, participating in CSR with environment
and products helps the company to reduce costs and increase profits.

Finally, the regression analysis results provide evidence of a positive relationship between CSR_emp
- CFP, which is similar to the studies of Menassa (2010); Guadamillas-Go'mez & Manzanares (2011);
Criso'stomo, Freir & Vasconcellos, (2011) and is in contrast to study of Tien, HV & Van Anh, HT (2017)
because in their study there is no relation between CSR_emp - CFP. This result is not surprising due to
the fact that CSR with employees is one of the activities companies pay much attention and is one of the
most detailed part in the annual financial statements
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Table 4: Regression result regarding the relationship between CSR elements — CFP

ROA TBQ FR
CSR_env .0421* 5870** -.0781**
(1.92) (2.30) (-2.46)
CSR_emp .0636%* -1315 .0206
(2.13) (-0.38) (0.38)
CSR_com 0145 .0258 -.0050
(0.61) (0.09) (-0.14)
CSR_prod .0327* .6078*** .0167
(1.75) (2.79) (0.60)
Size .0053** 1205%** -.0242%%*
(1.97) (3.88) (-6.21)
Lev A716%** 1.3260*** .0866%***
(8.76) (5.82) (3.09)
Indus .0278%* .3406** -.0046
(2.36) (2.48) (-0.27)
Obs 399 399 399
R-squared 0.2623 0.1850 0.1199
F 19.86 12.68 7.79
P_value 0.0000%*** 0.0000%** 0.0000%**
F test 0.2212 0.7002 0.0273

(Source: Authors calculate in Stata software)
(*) 10% significant level, (**) 5% significant level va (***) 1% significant level

4.3.2. Analyze the effects of CFP on CSR

Table 5: Regression result regarding the relationship between CFP — CSR

CSR
ROA .0997
(1.19)
TBQ .0201***
(2.84)
FR -.0362
(-0.71)
Size .0133***
(3.34)
Lev -.0779**
(-2.55)
Indus .0365**
(2.15)
R-squared 0.0959
F 9.72
P_value 0.0000***
F test 0.0000

(Source: Authors calculate in Stata software).

(*) 10% significant level, (**) 5% significant level va (***) 1% significant level

The result in Table 5 indicates that there is a relationship between CFP - CSR at 1% significance
level by accepting hypothesis H2. Particularly, a positive relationship between TBQ - CSR at 1%
significance level is found, while ROA and FR have no statistical effect on CSR. This result is relatively
reliable because most companies in the research sample have high market value (mean TBQ = 1.109401)
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which means that most of the companies is growing well and have good financial budgets to participate in
CSR activities.

For control variables, they are influential on CSR in many aspects. Most companies in the sample are
non-financial and large-scale companies which are extremely interested in CSR because these activities
not only help them increase CFP but also maintain and enhance their brand. However, the effects are
good or not depending on the company's current financial leverage.

5. CONCLUSION

This study examines two-way relationships between CSR and CFP. The results provided statistical
evidence regarding two-way relationship between CSR — CFP, however, we do not find any evidence in
terms of the relationship between CSR_com - CFP when considering each independent variable. This is
opposed to what was found in study of Tien, HV and Van Anh, HT (2017). The findings in this study
prove the existence of the relationship between CSR and CFP in Vietnam context. More importantly,
compared to research of Tien, HV and Van Anh, HT (2017) which only finds the one-way relationship
between CSR and CFP, this study finds the two-way relationship between them. The results have
practical implications for managers, investors and the community regarding the effects of CSR on CFP.
Additionally, the results indicate that companies should proactively publish more information in relation
to CSR in the annual financial statements with other financial information to raise the awareness of
stakeholders about companies’ activities. Furthermore, government should issue official guidances to
facilitate companies disclosuring information in relation to CSR on financial statements and make it
become mandatory requirement instead of voluntary requirements for all companies.
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