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ABSTRACT 

This study examined the relationship between corporate social responsibility (CSR) and 

firm performance between the multinational and local companies in Penang, Malaysia. 

Corporate social responsibility (CSR) in this study is dimensionalised into the 

community development CSR, human resources CSR and environmental contribution 

CSR. The study used a convenience sampling technique to collect primary data from 

113 multinational and local companies in Penang, through a self-administered survey 

questionnaire and which was analysed with statistical package for social sciences 

(SPSS) version 20 software. The findings show that community development CSR, 

human resources CSR and environmental contribution CSR have positive relationship 

with firm performance. In addition, the findings revealed that there is a significant 

difference between multinational companies and local companies in their practice of 

corporate social responsibility.  
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CHAPTER ONE  

INTRODUCTION 

 

1.1 Background of the Study 

The goal of every corporate organization is the provision value and incentives to their 

stakeholders. Hence, profit-oriented organizations are not charitable organizations that 

do not seek financial profit, although their interests are sometimes directed towards 

supporting charitable activities. Sometimes, it is beneficial for corporate organization to 

embark on charitable activities that should be undertaken by government, though they 

are not government agencies. These charitable activities are regarded as corporate social 

responsibilities (Mudzamir & Norfaiezah, 2003). 

 

Corporate social responsibility is an aspect of the economic, legal and ethical activities 

of a business entity directed towards adding value to the business, societal expectations 

(Joyner, Payne & Raiborn, 2002; Mudzamir & Nurfaeizah, 2003). Richardson et al., 

(1999) regarded corporate social responsibility as a ongoing emphasis and obligation of 

corporate organization to the ethical elements of their management and organizational 

structure. Corporate social responsibility portrays the interest of the firm by showing the 

previous activities of the corporation in fulfilling the corporate objectives to ensure that 

the corporations provide not only goods and services, but also play a major role in 

contributing to community development (Tilt, 1994). 

  



The contents of 

the thesis is for 

internal user 

only 



 

60 

 

REFERENCE 

Allen, F. E., (1992). Reducing toxic waste produces quick results. The Wall Street

 Journal B1. 

Alvarez, G. M. J., Burgos, J. J.  & Cespedes, L. J. J.  (2001). An analysis of

 environmental management, organizational context and performance of

 Spanish hotels. Omega 29(6), 457–471. 

Barrett, S. (1992). Strategy and the environment. Columbia Journal of World Business

 27(3/4), 202–209. 

Belkaoui, A. & Karpik, P. G. (1989). Determinants of the corporate decision to disclose

 social information.  Accounting, Auditing and Accountability Journal, 2(1), 36

 51. 

Belkaoui, A. (1984). Socioeconomic Accounting, Greenwood Press, Connecticut 

Berman, S. L., A. C. Wicks, S. Kotha And T. M. Jones (1999). Does stakeholder

 orientation matter? The relationship between stakeholder management models

 and firm financial performance. Academy of Management Journal 42(5), 488

 506. 

Bouma, G.D. (2000). The Research Process, 4th Eds. South Melbourne: Oxford

 University Press 

Brugmann, J. & Prahalad, C. K.. (2007). Co-Creating business’s new social compact.

 Harvard Business Review 85(2), 80–90. 



 

61 

 

Bursa Malaysia (2011). Shaping a sustainable future. Annual report Retrieved from

 https://www.google.com.my/search?q=Bursa+Malaysia+%E2%80%93+Sustain

 bility+ ortal%3A+www.bursamalaysia.com% 

Clarke, J. & Sweet, M. C. (1999). The use of corporate social disclosure in the

 management of reputation and legitimacy: a cross sectional analysis of U.K. top

 100 companies. Business Ethics: A European Review, 5-13 

Clarkson, M. B., (1995). A shareholder framework for analysing and evaluating

 corporate social performance. Academy of Management Review 20(1), 571–610. 

Community Glossary (2009). Available at:http://www.findmehere.

 com/search/dictionary/c_index.htm#com, accessed on 21 Nov. 2014. 

United Nations (1971). Popular participation in development: emerging trends in

 community development. New York: UN Department of Economic Affairs. 

Cormier, D & Gordon, I. M. (2001). An examination of social and environmental

 reporting strategies. Accounting Auditing and Accountability Journal, 14(5),

 587-616. 

Dowling, J. & Preffer, J. (1975). Organization legitimacy: Social value and

 organizational behaviour. Pacific Sociological Review, 18, 122-36. 

European Commission (2001). Promoting a European Framework for Corporate Social

 Responsibility. Commission Green Paper 2001(COM(2001)366 Final). 

Gildea, R. L., (1994). Consumer survey confirms corporate social action affects

 buying decisions. Public Relations Quarterly 39(4), 20–22. 



 

62 

 

Gray, R., Javad, M., Power, M. D. & Sinclair, C. D. (2001). Social and environmental

 disclosure and corporate characteristics: a research note and extension. Journal

 of Business Finance and Accounting, 28(3&4), 327 – 356 

Griffin, J. J. & Mahon, J. F.    (1997). The corporate social performance and corporate

 financial performance debate. Business & Society 36(1), 5–31. 

Guthrie, J. & Parker L. D. (1989). Corporate social reporting: A rebuttal of legitimacy

 theory. Accounting and Business Research, 19(76), 343-352. 

Hackston, D & Milne J, M (1996). Some determinants of social and environmental

 disclosure in New Zealand companies. Accounting, Auditing and

 Accountability Journal, 18 (1), 77 - 108. 

Hamid, F. & Atan, R. (20011). Corporate social responsibility by the Malaysian

 telecommunication firms. International Journal of Business and Social Science,

 2(5),  

Hamid, F. Z. A., Fadzil, F. H., Ismail, M. S. & Ismail, S. S. (2007). Corporate social

 responsibility: Our first look. Kuala Lumpur: Malaysian Institute of Integrity. 

Haniffa, R.M. & Cooke, T.E. 2005. The impact of culture and governance on corporate

 social reporting Journal of Accounting and Public Policy 24: 391-430. 

Hoque, Z.: (2004). A contingency model of the association between strategy,

 environmental uncertainty and performance measurement: impact on firm

 performance. International Business Review 13(4), 485– 502. 

Huselid, M. (1995). The impact of human resource management practices on

 turnover, productivity and corporate financial performance. Academy of

 Management Journal 38(3), 635–672. 



 

63 

 

Husted, B. W. (2006). Corporate social responsibility in the multinational enterprise: the

 challenges of globalization and localization. Retrieved online from 

 epubs.surrey.ac.uk/.../CorporateSocialResposibilityInTheMultinationalEn 

Husted, B.W. 2003. Governance choices for corporate social responsibility: to

 contribute, collaborate or internalize? Long Range Planning 36: 481-498. 

Ismail, M. (2009). Corporate social responsibility and its role in community

 development: An international perspective. The Journal of International Social

 Research, 219(Fall). 

Jamali, D., & Mirshak, R. (2007). Corporate social responsibility (CSR): Theory and

 practice in a developing  country context. Journal of Business Ethics, 72(3),

 243–262. 

Joyner B.E, Payne. D, Raibom C.E (2002). Building values, business ethics and

 corporate social responsibility into the developing organization. Journal of

 Developmental Entrepreneurship, 7, 113 – 131 

Kaplan, R. S. & Norton, D. P. (2001). Transforming the balanced scorecard from

 performance measurement to strategic management: Part 1. Accounting

 Horizon 15(1), 87–104. 

Keller, W. (1974). Accounting for corporate social performance. Management

 Accounting, February, 39-41. 

Kin H. S., (1990). Corporate social responsibility disclosures in Malaysia. Akauantan

 Nasional, January, 4-9. 



 

64 

 

KPMG (2005). KPMG international survey of corporate responsibility reporting 2005

 (KPMG Global Sustainability Services: Amsterdam), http://www.kpmg.org. 

Krishna, C. G. (1992). Corporate Social Responsibility in India. Mittal Publications,

 New Delhi. 

Kumar, R., Murphy, D. F.  and Balsari, V. (2001). Altered  Images: The 2001 State of

 corporate responsibility in India poll. Understanding and encouraging

 corporate responsibility in South Asia – Update 1. Tata Energy Research

 Institute, New Delhi. 

Leff, E. (2004). Community development vehicles adopted by corporate: an

 exploration (Asia pacific philanthropy consortium. Centre for Advancement of

 Philanthropy and Partner-in-Change, New Delhi). 

Lin, C., Yang, H. & Liou, D. (2009). The Impact of corporate social responsibility on

 financial performance: Evidence from business in Taiwan. Technology in

 Society, 31(1), 56-63. 

Luo, X. & Bhattacharya, C. B. (2006). Corporate social responsibility, customer

 satisfaction and market value. Journal of Marketing 70(4), 1–18. 

Mahajan, A. (2004). Enhancing business community relations: the role of volunteers

 in promoting global corporate citizenship.  National Research Report, New

 Delhi 

Malaysia Associate Certified Public Accountant, (1998). Financial reporting - a survey

 of Malaysian reporting practice . Research Monograph No. 4. 

http://www.kpmg.org/


 

65 

 

Mallenbaker.net (2006). Malaysia: companies lack awareness of CSR potential (atas

 talian) http://www.mallenbaker.net/csr/CSRfiles/page.php?Story_ID=1372 (30

 May  2006). 

Mishra, S., & Suar, D. (2010). Does corporate social responsibility influence firm

 performance of Indian companies?  Journal of Business Ethics, 95, 571-601: doi

 10.1007/s10551-010-0441-1 

Mudzamir, & Norfaiezah, S. (2003). Corporate social responsibility (CSR) activities

 in Mobile telecommunication industry: case study of Malaysia. International

 Trade Seminar, Malaysia 

Nafez, A. & Kamal, N. (2000). Empirical evidence on corporate social disclosure

 practice in Jordan. International Journal of Commerce and Management.

 10(3&4), 18-34. 

Newson, M & Deegan, C. (2002). Global expectations and their associations with

 corporate social disclosure practice in Australia, Singapore and South Korea. The

 International Journal of Accounting, 37, 183-213. 

OECD, (2011). Review of higher education in regional and city development, state of

 Penang. Retrieved online on 29
th

 August, 2014 from

 http://www.oecd.org/edu/imhe/47505889.pdf 

Ong, L. K. (2003). Does adding non-financial value drivers to a summary financial

 measure, improve the learning and performance of managers? University of

 South California, Los Angeles). 



 

66 

 

Orlitzky, M., Schmidt, F. L. & Rynes, S. L. (2003). Corporate social and financial

 performance: a meta- analysis. Organization Studies, 24(3), 403–411 

Park J & Adnan, A (1994). Are corporations improving efforts at social responsibility.

 Business Forum,  Summer/Fall, 26-30. 

Partners in Change (2004). Third report on Corporate involvement in social

 development in India (PiC, New Delhi). 

Prakash, A. & Griffin, J. (2012). Corporate responsibility, multinational corporations,

 and nation states: An introduction. Business and Politics, 14(3), 1-10. 

Richardson A.J., Welker M, & Hutchinson I. R. (1999). Managing capital market

 reactions to corporate social responsibility. International Journal of

 Management Research (IJMR), 17- 43 

Scholtens, B. (2008). A Note on the Interaction Between Corporate Social responsibility

 and Financial Performance. Ecological Economics, 68(1), 46-55. 

Sharma, B. (2013). Contextualizing CSR in Asia: corporate social responsibility in

 Asian economies. Singapore; Lieu Centre for Social Innovation. 

Siwar, C., & Harizan, S.H.M. (2012). A Study on CSR Practices amongst Business

 Organisations in Malaysia. Retrieved September 15, 2014 from

 http://www.wbicon pro.com /242-Siwar,C%20&%20 Harizan,S.pdf 

Socio‐economic & Environmental Research Institute (SERI) (2008), Economic

 Briefings to the Penang State Government, SERI, Penang. 



 

67 

 

Spencer, D. (2011). Corporate social responsibility in the oil and Gas industry: The

 Importance of Reputational risk. Chicago Kent-Law Review, 86(1). 

Strandberg, (2009). The role of human resources management in corporate social

 responsibility: issue brief and roadmap. Retrieved on 23
rd

 Nov. 2014 from

 http://corostrandberg.com/wpcontent/uploads/files/CSR_and_HR_Management

 .pdf 

Waddock, S. A. &. Graves, S. B. (1997). The corporate social performance –

 financial performance link.  Strategic Management Journal, 18(4), 303–320. 

Wilmshurst, T. D., & Frost, G.R. 2000. Corporate environmental reporting: A test of

 legitimacy theory. Accounting, Auditing & Accountability Journal, 13(1), 10-26. 

Yin, W. O. (2012). Corporate social responsibility and performance: evidence from

 China. Thesis submitted to Lingnan University 

Zikmund, W.G. (2005). Business Research Methods, Bangalore, Thomson Business

 Information India Pvt. Limited. 

http://corostrandberg.com/wpcontent/uploads/files/CSR_and_HR_Management
http://corostrandberg.com/wpcontent/uploads/files/CSR_and_HR_Management

	TITLE PAGE
	PERMISSION TO USE
	ABSTRACT
	ACKNOWLEDGEMENT
	TABLE OF CONTENTS
	LIST OF TABLES
	LIST OF FIGURES
	LIST OF ABBREVIATIONS
	CHAPTER ONE: INTRODUCTION
	1.1 Background of the Study
	1.1.1 History of Corporate Social Responsibility in Malaysia
	1.1.2 History of Corporate social responsibility in Penang, Malaysia

	1.2 Problem Statement
	1.3 Research Objectives
	1.4 Research Questions
	1.5 Significance of Study
	1.6 Scope of the Study
	1.7 Organization of the Chapters
	1.8 Summary

	CHAPTER TWO: LITERATURE REVIEW
	2.0 Introduction
	2.1 Corporate Social Responsibility
	2.2 The Shift from Philanthropy to Corporate Responsibility
	2.3 Corporate Social Responsibility Practices in Asia
	2.3.1 Factors Influencing Corporate Social Responsibility in Asia
	2.3.2 CSR and Community Development
	2.3.3 CSR and Human Resources
	2.3.4 CSR and Environmental Contribution

	2.5 Firm Performance
	2.6 Previous studies on the relationship between Corporate Social Responsibility and firm Performance
	2.7 The Legitimacy Theory
	2.8 Theoretical Framework
	2.9 Hypotheses Development
	2.9.1 Relationship between Community Development Corporate Social Responsibility and Firm Performance
	2.9.2 Relationship between Human Resources CSR and Firm Performance
	2.9.3 Relationship between Environmental Contribution CSR and Firm Performance

	2.10 Summary

	CHAPTER THREE RESEARCH: METHODOLOGY
	3.1 Introduction
	3.2 Research Design
	3.3 Population and Sampling
	3.3.1 Sample Size
	3.3.2 Sampling Design

	3.4 Measurement and Operational Definition of Variables
	3.4.1 Measurement and Operationalization of Firm Performance
	3.4.2 Measurement and Operationalization of Corporate Social Responsibility

	3.5 Instrumentation
	3.5.1 Research Ethical Consideration
	3.5.2 Pilot Testing
	3.5.3 Instrument Validation
	3.5.3.1 Content Validation
	3.5.3.2 Construct Validation


	3.6 Data collection Method
	3.7 Method of Data Analysis
	3.7.1 Pearson Product-Moment Correlation
	3.7.2 Multiple Regression

	3.8 Summary

	CHAPTER FOUR: DATA ANALYSIS AND FINDINGS
	4.1 Introduction
	4.2 Data Screening and Treatment
	4.3 Treatment of Outliers
	4.4 Assessment of Normality
	4.5 Demographic Characteristics of the Study
	4.6 Descriptive Statistics of the Constructs
	4.7 Reliability Test
	4.9 Hypotheses testing
	4.9.1 Pearson Product-Moment Correlation Analysis
	4.9.2 Multiple Regressions

	4.10 Summary

	CHAPTER FIVE: DISCUSSION AND CONCLUSION
	5.1 Introduction
	5.2 Overview of the Research
	5.3 Discussion
	5.3.1 Discussion of the relationship between community development and firm performance
	5.3.2 Discussion of the relationship between human resources and firm performance
	5.3.3 Discussion on the relationship between environmental contribution and firm performance.

	5.4 Research Implications
	5.4.1 Empirical Implications
	5.4.2 Practical Implications

	5.5 Limitation of the Research and Reccommendation for Future Studies
	5.6 Conclusion

	REFERENCE



