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ABSTRACT 

	Aims:
This study aims to examine whether corporate social responsibility (CSR) has a positive influence on a firm’s financial performance in Asian emerging markets. Specifically, it investigates the relationship between CSR and two financial performance indicators: market valuation (Tobin’s Q) and operating performance (ROA).
Study design:
This is a quantitative cross-sectional study using regression-based statistical modeling to evaluate CSR’s impact on financial outcomes, with mediating and moderating tests.
Place and Duration of Study:
The study analyzes secondary data from 50 companies across 11 Asian countries, using fiscal year 2009 reports evaluated by Credit Lyonnais Securities Asia (CLSA).
Methodology:
CSR scores (1–5) were assigned by CLSA based on five dimensions: environmental impact, social impact, governance, transparency, and disclosure quality. Financial data, including Tobin’s Q and ROA, were collected from COMPUSTAT. Regression models were used to test the direct and mediated effect of CSR on financial performance. Control variables included corporate governance score, firm size (log sales), debt-to-equity ratio, and sales growth. A mediation analysis was performed to assess the indirect role of ROA on market valuation.
Results:
CSR scores were found to be significantly and positively associated with both Tobin’s Q (β = 0.21, P = .05) and ROA (β = 0.02, P = .05). Mediation analysis confirmed that ROA partially mediates the CSR-Tobin’s Q relationship. The interaction between CSR and country-level corporate governance was not statistically significant, indicating no moderating effect.
decrease medical as well as financial burden, hence improving the management of cirrhotic patients. These predictors, however, need further work to validate reliability.
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1. INTRODUCTION 
Corporate Social Responsibility (CSR) has emerged as a pivotal element in contemporary corporate strategy, driven by escalating stakeholder expectations, regulatory pressures, and the imperative for sustainable development. The integration of CSR into business operations is increasingly viewed not merely as ethical compliance but as a strategic asset that can enhance firm performance and competitiveness.
A vast body of literature has examined the relationship between CSR and financial performance, yielding mixed but generally favorable results. Margolis and Walsh (2003), in their seminal review of 127 studies, reported that 54 studies found a positive relationship, 7 found a negative one, 28 found no significant relationship, and 20 were mixed. Similarly, Orlitzky, Schmidt, and Rynes (2003) conducted a meta-analysis and found a consistently positive relationship between CSR and financial performance across industries and methodologies. More recent studies have further corroborated these findings. Montabon et al. (2007), Ngwakwe (2009), and Cheung et al. (2010) each confirmed that CSR initiatives enhance firm performance, particularly through improved reputation, operational efficiency, and stakeholder trust.
Several mechanisms explain this positive link. For instance, CSR can improve employee retention and attraction (Kim & Park, 2011), strengthen stakeholder relationships (Peloza & Shang, 2011), and enhance consumer loyalty and perceived product quality (Mejri & Bhatli, 2014). Gupta and Pirsch (2008) argue that CSR increases customer satisfaction and retention. Additionally, cost-saving opportunities from sustainable practices and reduced financing costs—due to lower perceived risk—have also been identified (Oikonomou et al., 2014). Firms can thus achieve higher revenues and lower costs, enhancing profitability.
The financial markets also seem to reward socially responsible behavior. Brzeszczynski and McIntosh (2014) observed that socially responsible investment stocks in the UK outperformed traditional benchmarks. Other studies by Derwall et al. (2005), Kempf & Osthoff (2007), and Scholtens (2005) confirm that ethical funds perform on par or better than conventional investments, reflecting the growing investor appetite for sustainable enterprises.
Despite a substantial body of research, studies focusing on Asia remain limited. The existing literature reveals mixed results in the region. For example, Choi, Kwak, and Choe (2010) found that stakeholder-weighted CSR indices positively correlate with financial performance in Korea, while equal-weighted indices do not. Mishra and Suar (2010) highlighted that publicly listed Indian firms show more responsible behavior and superior performance compared to non-listed firms. In Indonesia, Hendarto and Purwanto (2012) found that companies already practicing voluntary CSR experienced abnormal positive returns following the enactment of mandatory CSR regulation. Cheung et al. (2010) demonstrated that CSR positively affects market valuation across Asian firms and that markets reward CSR improvements.
Recent research has extended these findings. Kesari and Rawat (2023) observed that CSR significantly improves various profitability indicators among Indian companies. Han et al. (2024) found that governance-related CSR components positively impact firm performance in Korea. Collectively, these findings suggest that CSR is not just an ethical imperative but also a financially rewarding strategy in Asia.
Nonetheless, compared to Western economies, CSR practices in Asia are still evolving. Welford (2004, 2005) argued that while some Asian countries are catching up, the region remains characterized by heterogeneity in terms of CSR adoption, disclosure, and enforcement. Additionally, Klapper and Love (2004) found that stronger corporate governance in Asia is associated with higher market valuation and better operating performance, reinforcing the potential interplay between institutional quality and CSR effectiveness. In light of these insights and remaining gaps, this study investigates the following research question:
The influence of corporate social responsibility on financial performance in Asian firms.
To address this question, the study analyzes a sample of 50 large Asian firms, examining the impact of CSR on financial performance indicators such as Tobin’s Q and Return on Assets (ROA). The study also the moderating effect of country-level corporate governance.​
2. MATERIAL AND METHODS 

2.1 Study Design
This study adopts a quantitative, cross-sectional research design to examine the relationship between corporate social responsibility (CSR) and firm financial performance in Asian emerging markets. Secondary data for the fiscal year 2009 were utilized, including CSR scores published by Credit Lyonnais Securities Asia (CLSA, 2010b), corporate governance ratings by CLSA (2010a), and financial metrics obtained from the COMPUSTAT database.
The study focuses on testing the effect of CSR on two aspects of financial performance: market valuation and operating performance. In addition, it tests moderation models involving country-level corporate governance.
2.2 Sample and Data Collection
The sample comprises 50 publicly listed companies from 11 Asian countries. These firms were selected based on CLSA’s CSR evaluation, which focuses on the largest market capitalization companies, limited to a maximum of ten per country. Firms come from diverse sectors, including finance, energy, telecommunications, and consumer goods.
CSR scores (on a 1 to 5 scale) were derived from CLSA’s 2010 “Ethical Asia” report. CLSA assessed companies based on five criteria:
1. Environmental impact
2. Social impact
3. Corporate governance practices
4. Transparency
5. Level of CSR reporting detail
Financial data and control variables were retrieved from COMPUSTAT for the same fiscal year. Although the data set used in this study is from the fiscal year 2009, the selection of this period is intentional and methodologically justified. The primary source of CSR performance—Credit Lyonnais Securities Asia (CLSA)—provided comprehensive and standardized CSR scores for Asian firms in its 2010 “Ethical Asia” report, covering fiscal year 2009.
In subsequent years, CLSA discontinued the publication of a dedicated and detailed CSR report specific to Asian markets, which has led to fragmented and inconsistent CSR data across firms and countries. Therefore, using the 2009 data ensures access to a complete and comparable set of CSR ratings across the sample. This enables the construction of a robust empirical model while maintaining data consistency and reliability across the region.

2.3 Variables and Operational Definitions
2.3.1 Dependent Variables
· Tobin’s Q: Market value of assets (market capitalization + liabilities) divided by total asset replacement cost. It is a proxy for market valuation.
· Return on Assets (ROA): Net income divided by total assets, capturing operational performance.
2.3.2 Independent Variable
· CSRscore: A firm’s overall CSR score (1–5) from CLSA, serving as the measure of CSR quality.
2.3.3 Moderator Variable
· CCGscore: Country-level corporate governance score by CLSA (2010a), ranging from 37 to 67. It captures institutional factors affecting corporate transparency, regulatory enforcement, and investor protections.
2.3.4 Control Variables
· LogSales: Natural logarithm of total sales (firm size)
· DEratio: Debt-to-equity ratio (financial leverage)
· SalesGrowth: Year-over-year percentage change in sales
· ROE: Return on equity (only used when Tobin’s Q is the dependent variable)
· CATAratio: Current assets divided by total assets (liquidity)
· SIC1nr: One-digit Standard Industrial Classification code (industry effect)
2.4 Hypotheses Development
Based on a review of theoretical and empirical literature, the following hypotheses are proposed:
· H1: Corporate Social Responsibility has a positive influence on firm financial performance.
FP=α + β1(CSRscore) + ϵ
Where FP is either Tobin’s Q or ROA.
· H2: The relationship between CSR and financial performance is robust to controlling for country-level corporate governance.
FP=α+ β1(CSRscore) + β2(CCGscore) + ϵ
· H3: The influence of CSR on financial performance differs between countries with high versus low corporate governance scores. This implies a moderation effect:
FP=α+ β1(CSRscore) + β2(CCGscore) + β3(CSRscore×CCGscore) + ϵ
Where β3 captures the interaction effect.
2.5 Analytical Procedure
To test the hypotheses, a series of multiple linear regression analyses were conducted using OLS estimation. The models were run using the following structure:
1. Regressions of Tobin’s Q and ROA on CSR (H1)
2. Regressions with added controls including CCGscore (H2)
3. Moderation analysis by including an interaction term CSRscore × CCGscore (H3)
All regressions were conducted using robust standard errors. Significance levels of 10%, 5%, and 1% were considered.

3. results and discussion

3.1 Descriptive Statistics
Descriptive statistics for all variables used in the regression models are presented in Table 1. The average CSR score across the 50 firms was 3.08, with a standard deviation of 1.12. The mean Tobin’s Q was 1.72, ranging from 0.79 to 5.77, while the average ROA was 5.6%.

Table 1. Summary Statistics of Key Variables

	Variable
	Mean
	Median
	Min
	Max
	SD
	N

	Tobin’s Q
	1.72
	1.34
	0.79
	5.77
	1.10
	50

	ROA
	0.056
	0.042
	-0.01
	0.25
	0.06
	50

	CSRscore
	3.08
	3.00
	1.00
	5.00
	1.12
	50

	CCGscore
	52.30
	49.00
	37.00
	67.00
	7.44
	50

	LogSales
	4.08
	4.13
	2.16
	5.10
	0.61
	50

	DEratio
	3.98
	1.02
	0.15
	42.79
	7.69
	50

	SalesGrowth
	0.03
	0.02
	-0.23
	0.35
	0.11
	50

	ROE
	0.14
	0.11
	-0.04
	0.59
	0.12
	50

	CATAratio
	0.43
	0.41
	0.05
	0.94
	0.19
	45



Table 3 provides the summary statistics of the main variables used in this study. It shows the mean, median, minimum, maximum, number of observations, and standard deviation for the  main variables used. All variables contain 50 observations except CATAratio. Current assets could not be found for five firms. These firms are all financial institutions (SIC code 6020), which present their balance sheet in terms of liquidity instead of    a current/non-current presentation.  
Tobin’s Q has an average of 1.72 (median 1.34) and ranges between 0.79 and 5.77. The mean of ROA is 0.056 (median 0,042). The best performing company has a ROA of  0.25 and the worst a ROA of  -0.01. CSR has an average of 3.08 (median of 3.00) and ranges between 1 and 5. Country corporate governance score ranges between 37 (Philippines) and 67 (Singapore) and an average of 52 (median 49). Even the highest score is significantly lower than the cutoff point of 80 that CLSA suggests for ‘world class’ corporate governance. 
Therefore, it can be concluded that there is still significant room for improvements in corporate governance in Asia. The sales growth varies between -0.23 and +0.35 with a mean of 0.03 (median 0.02), which is not that high, since the Asian countries are seen as fast growing countries.  It seems that the economic crisis slowed down the average growth of the largest Asian companies. The debt to equity ratio show variations the values are between 0.15 and 42.79. The five banks in the sample are the companies with the highest debt to equity ratios (between 16.05 and  42.79). If these companies would not be considered the range would be less wide namely between 0.15 and 9.59. The liquidity ratio, current assets divided by total assets, shows that there is a large difference between the company with the highest score (0.94) and the lowest score (0.05). The mean in this ratio is 0.42 (median 0.41).  

3.2 Regression Results: CSR and Market Valuation
Table 2 shows the regression results examining the relationship between CSR and Tobin’s Q. CSR has a statistically significant and positive effect on market valuation (β = 0.21, P = .05), even after controlling for firm size, leverage, profitability, and governance environment.
Table 2. Regression of Tobin’s Q on CSR and Control Variables

	Variable
	Coefficient
	t-value

	CSRscore
	0.21
	1.95**

	CCGscore
	-0.01
	-0.66

	LogSales
	-0.07
	-0.39

	DEratio
	-0.22
	-3.40***

	SalesGrowth
	0.83
	1.07

	ROE
	6.42
	6.13***

	CATAratio
	1.52
	3.02***

	SIC1nr
	-0.004
	-0.07

	Intercept
	0.75
	0.57

	R²
	0.86
	

	Adj. R²
	0.68
	


*Note: ***, *, * denote significance at 1%, 5%, and 10% respectively.
The results in table 2 show that CSRscore is robust to controlling for country level corporate governance score and other control variables. CSRscore is still positive and significant at a 5% significance  level (one-tailed). This means that CSR is valued in the market by investors. Companies that have a CSR score that is one higher than another company have on average a Tobin’s Q that is 0.211 higher. 
The results are in line with H1 and H2. The relationship between CSR and market valuation is positive and significant and is robust after adding control variables including country level corporate governance.  
3.3 Regression Results: CSR and Operating Performance
Table 3 reports results from regressions using ROA as the dependent variable. The results confirm a positive and significant effect of CSR on operating performance (β = 0.02, P = .05).
Table 3. Regression of ROA on CSR and Control Variables
	Variable
	Coefficient
	t-value

	CSRscore
	0.02
	2.13**

	CCGscore
	-0.002
	-1.55

	LogSales
	-0.01
	-0.49

	DEratio
	-0.01
	-1.90*

	SalesGrowth
	-0.11
	1.86*

	CATAratio
	-0.05
	1.38

	SIC1nr
	0.01
	2.25**

	Intercept
	0.08
	0.79

	R²
	0.41
	

	Adj. R²
	0.30
	



The regressions with ROA as dependent variable show  similar  results as  the regressions with Tobin’s Q as dependent variable. The CSRscore is  in both regressions significant at a 5% significance level (see table  3). The conclusion is that CSR has a positive and significant relationship with ROA. The results from table 2 and 3 provide strong support for H1 and for H2. CSR is positively and significantly related to both market valuation and operating performance.  
3.4 Regression Analysis: Tobin’s Q, ROA, CSR, CCGscore, and Interaction Term
To examine the third hypothesis (H3), a regression model including the interaction between corporate social responsibility (CSRscore) and country-level corporate governance (CCGscore) was estimated. This was designed to test whether the strength of the relationship between CSR and financial performance varies depending on the quality of a country's governance environment.
The results, as reported in Table 4, show that the interaction term (CSR × CCG) has a slightly negative coefficient in the Tobin’s Q model and a positive coefficient in the ROA model. However, in both cases, the interaction is statistically insignificant. This indicates that the relationship between CSR and financial performance does not differ significantly across countries with varying levels of corporate governance.
Thus, the data does not support hypothesis H3. The findings imply that CSR is valued by markets and contributes to firm performance consistently, regardless of national governance conditions.
Table 4: Regressions of Tobin’s Q and ROA on CSRscore, CCGscore, and interaction term
	Independent variables
	Dependent variable: Tobin’s Q
	
	Dependent variable: ROA
	

	
	Coeff.
	t-value
	Coeff.
	t-value

	CSRscore
	0.53
	0.69
	-0.06
	-1.10

	CCGscore
	0.01
	0.17
	-0.01
	-1.87

	CSR×CCG
	-0.01
	-0.42
	0.01
	1.41

	Logsales
	-0.08
	-0.44
	-0.03
	-0.71

	DEratio
	-0.21
	-3.10***
	-0.01
	-2.22**

	Salesgrowth
	0.60
	0.60
	0.16
	2.35**

	ROE
	6.54
	5.96***
	—
	—

	CATAratio
	1.46
	2.77***
	0.05
	1.66

	SIC1nr
	-0.06
	-0.11
	0.10
	2.26**

	Intercept
	-0.10
	-0.04
	0.27
	1.61

	R²
Adjusted R²
	0.74
0.67
	0.44
0.32


* , **, *** = Significant at the .10, .05, and .01 levels, respectively.
3.5 Discussion
The results provide robust empirical support for the positive impact of CSR on both operational and market performance, aligning with previous studies (Cheung et al., 2010; Orlitzky et al., 2003). The findings suggest that CSR practices enhance employee retention (Kim & Park, 2011), reduce risk premiums (Oikonomou et al., 2014), and boost customer satisfaction and loyalty (Mejri & Bhatli, 2014). These benefits may not be reflected in book values but are recognized by the market.
Notably, the lack of moderation by governance quality implies that CSR effectiveness transcends institutional boundaries and can be beneficial in both strong and weak governance environments. This may reflect the increasing globalization and convergence of investor expectations.
4. Conclusion
This study provides strong empirical evidence that corporate social responsibility (CSR) has a significant and positive impact on both market valuation and operating performance among firms in Asian emerging markets. By analyzing a sample of 50 firms rated by Credit Lyonnais Securities Asia (CLSA), we show that firms with higher CSR scores tend to achieve superior financial outcomes, as measured by Tobin’s Q and Return on Assets (ROA). However, the study finds no significant moderating effect of country-level corporate governance on the CSR–performance link, suggesting that CSR is effective regardless of institutional governance strength.
These findings hold critical implications for managers and policymakers. Integrating CSR into business strategy is not only ethically responsible but also financially advantageous. For investors, CSR signals lower operational risk and improved long-term prospects. For firms, adopting CSR practices enhances reputation, stakeholder trust, and operational efficiency, leading to sustainable competitive advantage.
Future research may expand this work by incorporating longitudinal data, exploring causal mechanisms, and comparing effects across more diverse institutional contexts. Nevertheless, this study contributes meaningfully to the literature by reinforcing the strategic importance of CSR in non-Western markets, where such evidence has been limited.
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