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Abstract 

There is a long-lasting debate upon the effect of Corporate Social responsibility (CSR) on firm 

performance. Most of the empirical studies are conducted under the mature markets, while China, 

an emerging market, the relationship between CSR and firm performance remains unclear. I use 

the aggregated CSR performance score from the Hexun rating system to empirically test whether 

there is a positive relationship between CSR and firm performance which is measured by both 

Tobin’ q and Return on Asset (ROA). Further, I test the relationship between CSR and firm 

performance for each industry to see whether manufacturing has a different relation pattern.  The 

results may show a positive relationship between CSR and Tobin, but a negative between ROA 

and CSR. Also, some differences exist between the manufacturing industry and the overall Chinese 

market. Therefore, I recommend that, in the future, Chinese firms should not only exercise CSR 

for meeting the regulations but also take it as a competitive strategy to prompt their corporate 

performance. 
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Introduction 

A great of attention has been put on Corporate Social responsibility (CSR) since this concept was 

introduced, and it shows an upward trend. This uprising attention is due to, after the financial crisis, 

the disruption of trust that has been established during previous decades between investors and 

corporations. Now corporations are trying to rebuild this trust through CSR activities engagement 

to show their sustainability, social development, ethical behavior. Also, the scales of big 

companies have climbed to an extremely high level, even each of them has productivity that is 

proximate to the productivity of low-ranked Country. In another word, their influence may excess 

the influence of some countries. Therefore, people are expecting them to do more, from a social 

perspective, as they become powerful. In order to cater to the expectation of customers or potential 

customers, corporations are attending CSR more. On the one hand, some managers resist, arguing 

that performing CSR activities backfires the goal of the companies that maximize the value of 

stakeholders, kindling the agency problem. In other words, managers engaging CSR activities 

benefit themselves at the cost of the value of stakeholders. 

  

Although the necessity of the CSR seems clear, there is a long-lasting debate on the influence of 

CSR. Researchers have mixed attitudes toward CSR activity. Some empirical studies have 

affirmed a positive relationship between CSR activities and firm performance, which is measured 

from various aspects. For example, the heavy-pollution industry has shown long-term benefits 

from CSR activity (Liu & Zhang 2017). Firms with CSR activity outperform the firms without, 

and Chinese manufacturing firms have a positive relation between CSR and firm performance 

(Buchanan, Cao, & Chen, 2018; Hu, Chen, Shao, & Gao, 2018). While the majority of researchers 

say CSR activity is beneficial and worth to do because it retributes on the firm’s financial 
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performance, there are some different voices. They believe the effect of CSR activities is 

conditional and dependent. Whether an excellent CSR performance can improve the firm’s 

financial performance, have not reached a consensus. 

  

It is granted that the majority of studies have focused on the developed market, especially the 

American market. Few avant-garde researchers have explored new and emerging markets. While 

China is one of the biggest economies, it is still a new-comer compared with other western markets. 

China has different corporate governance structures and business environment compared with 

western economies. Also, the Chinese government and citizens have relative high expectation on 

corporates’ CSR engagement. It is so because environment protection and social contribution, as 

two indicators of CSR, are being taken seriously by the Chinese government. Sustainability is a 

crucial indicator of the maturity of the economy. China, as a developing country, must go through 

a painful walk to make it sustainable, in which some corporations may be eliminated, even they 

are contributing, for example, environmental-unfriendly companies. Therefore, the government 

will implement stricter regulation, and people are going to have higher expectations for 

corporations. This is another facet that the Chinese market different from western markets. 

Therefore, it would be a totally new story to investigate how this effect will be in this new context. 

Although there are some experimental researchers have studied this relationship under this content, 

with the inroad of approaching of developing and emerging markets to the maturity, new evidence 

looms, it provides a new necessity for an empirical study testing whether new evidence confirms 

the previous results or shows an inconsistent with past results.  
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Using the CSR performance score from the Hexun rating system supplemented with Financial data 

from CSMAR (China Stock Market Accounting Research) database, I explore whether there is a 

significant relationship between firm performance and CSR and whether the manufacturing 

industry has a special relationship.  

  

     The rest of the paper is organized as follows: Section 2 provides the related pieces of literature 

and hypotheses to be tested; Sction3 presents my research method; Section 4 analyzes the data and 

discusses the findings; Section 5 draws the conclusion and limitations. 
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Theoretical Background and Hypotheses 

 

Corporate Social Responsibility  

According to the research of Jhawar and Gupta, studying the history and development of Corporate 

Social Responsibility, CSR was originated from the United States of America, referring to their 

concerns of society, and impacts corporations’ strategy little by little. Within several decades’ 

development, CSR has been an indicator of the Triple Bottom Line concept, which requires 

companies to do business with a focus on the impact of the operation on different stakeholders. 

(Jhawar & Gupta, 2017) As it is seen more important, researchers have started the empirical studies 

of the relationship between CSR and firm performance since the 1980s. However, most of the 

studies were done under the context of the advanced markets. (Griesse, 2006). Only recently have 

researchers pay attention to the Asian market, such as the Kearon market and the Chinese market.  

  

In the study of the relationship between Environment Responsibility and market value, Hu, Wang, 

and Xie use the Environment Responsibility score containing several items. To integrate them, 

they took the sum of these items as the overall Environment Responsibility score. A higher score 

may indicate a better environmental performance (2018). Servaes and Tamayo obtain data from 

KLD, in which SCR score is divided into 13 items. However, in order to narrow the scope of the 

score, they eliminate several categories that relate to the product, corporate governance, and 

industry. Rather than simply add those scores together as the overall score, they calculate a score 

ranged from -1 to 1 by dividing each firms’ core by maximum score (2013).On standard 

manipulation that they generate to their data is they eliminate the financial firms because those 

firms have different scheme from other industries (Kim, Park & Lee, 2018), or because of the 

considerable support that financial firms received from the government (Lins et al., 2017). 
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Market Value 

Both accounting-based measurement and market-based measurements have been used in studies 

of the relationship between CSR and firm performance to represent the firm performance. For 

example, in the study of the relationship between Corporate Environmental Responsibility (CER) 

and Firm performance, ROA is used to measure firm performance and have been shown a positive 

relationship with CSR. In the study of Orlitzky et al., accounting-based measures of corporate 

financial performance seems more influenced by CSR activities. (2003) 

  

On the other hand, some paper say market-based measurement is closer to the real value of firms 

because Corporate Social Responsibility activities usually act in a way that reduces present cash 

flows. Tobin’ q is normally used as the market-based measurement for firm value. There are 

several reasons for that. First, it is better than profitability because Tobin’ q is a long-term 

measurement, and in fact, companies are willing to gain long-term profit at the expense of some 

current interests (Servaes et al., 2013). On the other hand, accounting-based measurement is 

invalid because the standard accounting measurement measures the short-term profit (Singh, 

Sethuraman, & Lam, 2017). Second, firm managers can create more excellent market value based 

on the same asset, so high Tobin’ q represents proper management (Buchanan et al., 2018). Third, 

Tobin’s q is not affected by the accounting conventions so that it can be used to compare cross-

industry firms (Nekhili, Nagati, & Rebolledo, 2017). Furthermore, Tobin’ q is relatively easy to 

operate because it is easy to generate (Chung, Jung &Young, 2018). Therefore, in order to do a 
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comprehensive study of the overall effect of CSR on firm performance, we take both market-based 

measurement (Tobin’s q) and accounting-based measurement (ROA) as our independent variable.  

  

The Relationship Between CSR and Firm Value 

There are a lot of prior studies have suggested that relationship existing. Liu and Zhang examine 

the listed heavy-pollution industry and find that CSR benefits corporate value in the long-term 

(2017). Firms with CSR activities outperform the non-CSR firms before the financial crisis 

(Buchanan, Cao, & Chen, 2018). CSR positively affects firm performance by curbing excessive 

risk-taking and reducing risk avoidance (Harjoto & Laksmana, 2018). A more focused study, 

conducted by Hu et al. and based on data of Chinese listed firms at Shanghai and Shenzhen stock 

market between 2010 and 2015, confirms the existence of the positive relationship between CSR 

activities and firm performance in China (Hu, Chen, Shao, & Gao, 2018). However, their study 

has a limitation that they only studied manufacturing firms of China, allowing the existence of the 

bias.  

  

Some studies show a mixed result. Although corporates with high SCR score perform better during 

the financial crisis, there is no difference while the economy is recovering after the crisis on stock 

return. This outcome suggests that CSR activities take role mainly in situations when the trust of 

the corporation has been destroyed and that the benefit of CSR activities is included in the stock 

price (Lins et al., 2017). The result of the empirical study of Buchanan et al. confirms this time-

variant. Which effect dominates the particular economic condition determines the overall effect. 

(2018) 
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Also, some researches have contributed to how CSR affects firms’ performance. Nekhili claims 

that CSR serves more as a strategic investment, by which may the corporate benefits from two 

perspectives. One is engagement in SR activities, and another is “communication regarding this 

involvement to external stakeholders,” in another word disclosure of SR activities (2017). In the 

study of Kim, Competitive-Action is explored as the determination of the effect of CSR on 

corporate financial performance. As same as Nekhili, Liu and Zhang draw that conclusion by 

investigating the SR information disclosure (2017). Public awareness, measured by the advertising 

intensity, amplifies the positive effect of the CSR activities (Servaes, & Tamayo 2013). 

  

In the context of China, which has a different corporation structure and business environment and 

eagerly transforms itself into a sustainable one, whether CSR impacts firm performance remains a 

fundamental and unclear question. In the paper, based on theoretical evidence, I predict this 

positive relationship also exists in Chinese firms. I, therefore, hypothesize that:  

H1a: Corporate Social Responsibility activities have a positive relationship with Return on assets.  

H1b: Corporate Social Responsibility activities have a positive relationship with Tobin’s q.  

  

Another purpose of this study is to check whether the manufacturing industry companies differ 

from the overall market. Few studies have focused on a specific industry to investigate this relation. 

This may provide a more accurate and more targeted solution to firms in the manufacturing 

industry. Compared with other industries, the manufacturing industry is a high pollution industry 

and accounts for more than half of the corporation in China. I suggest that small improvement in 

their CSR has a considerable financial benefit, either in accounting or in the market. Therefore, I 

hypothesize that: 
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H2. Manufacturing industry differs from the overall market regarding the relationship between 

CSR and firm performance.   
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Materials and Research methods 

1. Sample selection and variables  

This study uses the CSR performance scores of listed firms, either at the Shanghai Stock Exchange 

or Shenzhen Stock exchange, from the Hexun database. CSR performance score comes from 5 

different dimensions—Stakeholder, Employee, Supplier & Customer, Environment, and Society. 

The total score is weighted as follow: 

Total score =  30%Stakeholder +  15% Employee +  15% Supplier & Customer 

+  20% Environment + 20% Society  

 

I chose the top 1000 firms in 2016. Matching with the financial data from CSMAR, a total of 947 

are used as the sample of this paper. In the total 947, 476 are manufacturing firms. In this paper, I 

do not drop the data of financial companies because I want to investigate the overall effect of the 

CSR on firm performance. Financial companies are also part of the economy and start to be more 

important.  

 

The firm performance-related factors data is obtained from the CSMAR (China Stock Market 

Accounting Research) database, including return on asset, Tobin’s q, market value, asset, and debt 

ratio. All independent and dependent variables are annual data.  

 

2. Research models 

I use multiple regression to test whether the relationship between SCR activity and firm 

performance. Combined with the model in the literature, I take the Size, Market, Leverage as 
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control variables. Formula 1 is used for testing the relationship between corporate social 

responsibility and firm performance.   

𝐹𝑃 = 𝛽0 + 𝛽1𝑇𝑜𝑡𝑎𝑙 𝑠𝑐𝑜𝑟𝑒 + 𝛽2𝑆𝑖𝑧𝑒𝑖 + 𝛽3𝑀𝑎𝑟𝑘𝑒𝑡 + 𝛽4𝐿𝑒𝑣𝜀𝑖                                                (1) 

 

When implementing the two measurements of firm performance, two formulas are generated as 

follow: 

𝑇𝑜𝑏𝑖𝑛𝑠′  𝑞 = 𝛽0 + 𝛽1𝑇𝑜𝑡𝑎𝑙 𝑠𝑐𝑜𝑟𝑒 + 𝛽2𝑆𝑖𝑧𝑒𝑖 + 𝛽3𝑀𝑎𝑟𝑘𝑒𝑡 + 𝛽4𝐿𝑒𝑣𝜀𝑖                                    (2) 

𝑅𝑂𝐴 = 𝛽0 + 𝛽1𝑇𝑜𝑡𝑎𝑙 𝑠𝑐𝑜𝑟𝑒 + 𝛽2𝑆𝑖𝑧𝑒𝑖 + 𝛽3𝑀𝑎𝑟𝑘𝑒𝑡 + 𝛽4𝐿𝑒𝑣𝜀𝑖                                              (3) 

Formula (2) is used to exam the relationship between Tobin’s q and CSR score, while formula (3) 

is used to exam the relationship between the ROA and CSR score. Table 1 presents the definition 

of variables that are used in the model.  

 

Also, I use formula (1) to investigate this relationship for manufacturing firms. 

 

 Table 1. Constructs of variables  

 

 

 

Variables Symbol Measurement 

Dependent variables 

Firm performance ROA Return on Assets = net income / total average assets 

Firm performance Tobin’s q (Market value) / (Total Assets – Net intangible Assets 

– Net Goodwill) 

Independent variables 

Corporate Social 

responsibility 

Total score The comprehensive score from the Hexun database, 

range from 0 to 100. 

Control variables 

Market Value Market  The total market value of the end of year, taking the 

natural logarithm value 

Leverage Lev Debt to asset ratio 

Firm Size Size The total asset of the end of year, taking the natural 

logarithm value.  
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Results and Discussion 

 

Table 2. Descriptive Statistics 

 Variable  Obs  Mean  Std.Dev.  Min  Max 

 ROA 947 .065 .071 -.585 .403 

 Tobin’ q 947 2.154 1.578 .829 30.392 

 Total score 947 47.788 17.263 27.11 87.04 

 Market 947 23.805 1.467 21.581 30.897 

 Size 947 22.979 1.766 18.961 30.815 

 Lev 947 .351 .231 0 .948 

 Stakeholder 947 18.067 5.297 -4.86 27.82 

 Employee 947 7.078 4.852 0 15 

 Supplier~ 947 8.166 7.78 0 20 

 Social 947 7.071 4.838 -10 28.55 

 Environment 947 7.406 7.819 0 30 

 

 

The descriptive statistics are based on the 947 firms’ year observation. The major variables ROA 

and Tobin’s q, relatively have a minimum value of -0.585 and 0.829, a maximum value of 0.403 

and 30.392, mean value of 0.065 and 2.154, and standard deviation of 0.071 and 1.578. The 

corporate social responsibility index (the sum of the five aspects’ score) has a mean value of 47.788, 

a standard deviation of 17.263, a minimum value of 2.11, and a maximum value of 87.04. Looking 

at those scores separately, five aspects (Shareholder, Employee, supplier and customer, 

environment, and society) relatively have mean values of 18.067, 7.078, 8.166, 7.071, and 7.406; 

have standard deviation of 5.297, 4.852, 7.78, 4.838, and 4.819; have minimum value of -4.86, 0, 

0 , -10, and 0; have maximum value of 27.82, 15, 20, 28.55, and 30. When it comes to the control 

variables, Size, as measured by taking the log value of the total assets, has a mean value of 22.979, 

a standard deviation of 1.766, a minimum value of 18.961, and maximum value of 30.815. Lev, 

reflecting the debt ratio of the firms, has a mean value of 0.351, a standard deviation of 0.231, a 

minimum value of 0, and a maximum value of 0.948. Finally, the market value of the companies, 

measured by the log value the market value, has a mean value of 23.805, a standard deviation of 

1.467, a minimum value of 21.581, and a maximum value of 30.815. 
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Overall, our results show that, in 2016, although firms have realized the importance of stakeholders’ 

responsibility, they only have an average total score lower than 50, and did not perform on 

Employee, Supplier & customer, Social, and Environment well. 

 

Table 3. Mean value by different CSR score level 

 Variable A  B. C  D 

 ROA 0.841 0.566 0.020 0.090 

 Tobin’ q 1.671 2.043 2.063 2.287 

 Total score 83.462 67.141 53.547 30.499 

 Market 25.326 24.241 23.570 23.557 

 Size 24.760 23.534 22.928 22.556 

 Lev 0.495 0.381 0.397 0.305 

 Stakeholder 21.992 18.571 13.132 19.800 

 Employee 12.715 11.193 10.421 2.513 

 Supplier~ 16.692 15.522 13.335 0.412 

 Social 13.923 14.177 11.968 0.397 

 Environment 18.139 7.677 4.690 7.375 

 Observation  13 305 193 433 

 

The CSR score obtained from the Hexun database ranked firm into four groups—A, B, C, D. A 

group have total score range from 80 to 100; B group have total score range from 60 to 80; C group 

ranged from 40 to 60; D group ranged from 20 to 40. Table 3 provides the mean value of the 

variables of each group. In total observation of 13, A level has a mean CSR score of 83.462, has 

ROA 0.841, has a mean Tobin’s q 1.671. There is a decreasing trend on ROA, as B has 0.566; C 

has 0.02; D 0.090. When it comes to Tobin’s q, we can see the increasing trend. B level has Tobin’s 

q of 2.043, C level has that of 2.063, and D level has that of 2.287. That high Tobin’s q of low 

CSR score group can be explained by the abnormal extremely high Tobin’s q value of the certain 

firms in those levels.  

 

High CSR firms tend to have higher market value and size, as A level group have market value of 

25.326 and size of 24.76, B level group has market value of 24.241 and size value of 23.534, C 
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level group has market value of 23.57 and size value of 22.928, and D level group has market 

value of 23.557 and size value of 22.556. Similarly, A and D group shows a difference in leverage. 

While A level group has a leverage of 0.495, D level group only has a leverage value of 0.305. 

Overall, big companies in China tend to have more attention to CSR. If low CSR score companies 

want to improve their score, Employee, Supplier & Customer, Social, and Environment are the 

aspects they need to improve. 

 

Table 4. Pearson correlation coefficient 
 Variables ROA Tobin’s q Total score Market Size Lev 

  ROA 1.000 

  Tobin’s q 0.174*** 1.000 

  Total score -0.226*** -0.077** 1.000 

  Market -0.136*** -0.134*** 0.236*** 1.000 

  Size -0.274*** -0.346*** 0.277*** 0.942*** 1.000 

  Lev -0.374*** -0.287*** 0.190*** 0.477*** 0.550*** 1.000 

 

*** p<0.01, ** p<0.05, * p<0.1  

 

 

Table 4. gives a correlation matrix for the dependent variables and independent variables. The 

coefficients between most variables of firm performance are found to be significant at 0.01 level 

expect the correlation between Tobin’s q and Supplier~. Both indicators of firm performance—

Tobin’s q and Return on Asset (ROA) are negatively correlated with Total CSR score, indicating 

that the companies have higher CSR scores may not have Accounting based measurement of firm 

performance as well as market-based. But it is not worth that this negative relation between Tobin’s 

q and CSR score, because when controlling the firm characteristics variables, the relationship 

between Tobin’s q and CSR score became significantly positive. Separately seeing those 

dimensions of CSR, only Stakeholders is positively correlated with both firm performance 

measurement. 
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Table 5. Regression results based on formula 1 and 2 

      (1)   (2) 

       ROA    Tobin’s q(t+1) 

 Total score -0.001*** 0.006*** 

  (SE) (0.000) (0.002) 

 Market 0.047*** 1.843*** 

   (0.004) (0.079) 

 SIZE -0.041*** -1.749*** 

   (0.004) (0.069) 

Lev -0.080*** -0.283 

   (0.010) (0.199) 

 _cons -0.065* -1.746** 

   (0.037) (0.697) 

 Obs. 947 947 

 R-squared  0.269 0.453 

 

Standard errors are in parenthesis  

*** p<0.01, ** p<0.05, * p<0.1  

 

 

Table 5. provides the multiple regression of two models, which exam the relationship between the 

CSR score and ROA and Tobin’s q respectively. As described, dependent variables are Return on 

Assets and Tobin’s q. The major Independent variable is the Total score, which is the sum of the 

score of 5 aspects (Stakeholder, Employee, Supplier & Customer, Environment, and Society). All 

the sample is used in this model. Column (1) is the regression result of the relationship between 

the ROA and the CSR, revealing that the coefficient of CSR is -0.001 and is statistically significant 

at the 1% level. This coefficient indicates that in this model, one unit increase of CSR score pulls 

down the ROA 0.001. Therefore, in the Chinese context, better CSR performance does not really 

enhance firms’ accounting performance. This negative relationship may be explained by the delay 

of the effect of CSR. It is a time-consuming procedure to build a sustainable image, not to mention 

those corporations in high pollution industries, which already had an unpleasant impression. 

Therefore, CSR construction’s retribution only can be seen in the long-term. The negative 

relationship now seems reasonable. However, overall, Hypothesis 1a-- Corporate Social 
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Responsibility activities have a positive relation with Return on Asset, is rejected by the result of 

the Column (1). A high level of CSR does not really enhance the accounting performance of the 

firms in China.  

 

When it comes to the market-based measurement of firms’ performance—Tobin’s q, the result 

goes the opposite way. Column (2) reveals the relationship between Tobin’s q and CSR score, 

when I control the market, size, and leverage. The coefficient of CSR is 0.006 and is statistically 

 

Table 6. Regression results for manufacturing industry 

 

 

 

 

 

 

 

Standard errors are in parenthesis  

*** p<0.01, ** p<0.05, * p<0.1  

 

significant under 1% level, indicating that better CSR performance can enhance the market 

performance of the corporations in China. Therefore, Hypothesis 1b-- Corporate Social 

Responsibility activities have a positive relation with Tobin’s q is validated by the result of the 

Column (2). 

 

 

      (1)   (2) 

       ROA    Tobin’s q(t+1) 

 Total score -0.001*** 0.009*** 

  (SE) (0.000) (0.003) 

Market 0.062*** 1.967*** 

   (0.006) (0.092) 

 Size -0.046*** -1.760*** 

   (0.005) (0.084) 

 Lev -0.121*** -0.387 

   (0.017) (0.268) 

 _cons -0.277*** -4.491*** 

   (0.065) (1.000) 

 Obs. 476 476 

 R-squared  0.336 0.526 
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Table 6. shows the multiple results for the manufacturing industry only. As the same as the former 

one, the dependent variables of column (1) is ROA and column (2) is Tobin’s q. The major 

explanatory variable is CSR. Only manufacturing firms are used in this regression. Column (1) is 

the regression result of the relationship between the ROA and the CSR, revealing that the 

coefficient of CSR is -0.001 and is statistically significant at the 1% level. This coefficient 

indicates that in this model, one unit increase of CSR score pulls down the ROA 0.001. I also can 

conclude that high CSR will not encounter a higher accounting performance in the same year. 

When it comes to the Tobin’s q as the measurement of firm performance, shown in column (2). 

The coefficient of Total score is 0.009, indicating that one increase in one unit of CSR score will 

enhance the Tobin’s q by 0.009. Compared with the overall effect, manufacturing industry differs 

from the overall market on market performance, while has the same negative relationship with 

accounting performance. Therefore, I would conclude that the manufacturing industry differs from 

the overall market regarding the relationship between CSR and firm performance. Specifically, 

manufacturing firms will be more sensitive to CSR score, because the increase in CSR score will 

provide more market return for them. Overall, hypothesis 2 is accepted.
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Conclusion and Limitation 

With more regulations on social responsibility be implemented, corporate social responsibility 

will be regarded as a more important criterion of evaluation of firms’ performance and a foreign 

investment barrier in China. This paper, from the firms’ perspective, want to convince the 

companies that corporate responsibility is a beneficial strategy, instead of meeting the requirement.  

  

This study uses the corporate social responsibility score of listed firms from the Hexun database 

in the year 2016 supplemented with financial data from CSMAR (China Stock Market Accounting 

Research) database, investigating the relationship between the CSR and firm financial 

performance. The corporate social responsibility is presented by the standard evaluation score of 

the Hexun ranking system, which measures corporate social responsibility from five dimensions 

in China-- Stakeholder, Employee, Supplier & Customer, Environment, and Society. I use both 

Tobin’s q and ROA as the measurement of the Firm financial performance. Tobin’s q is widely 

used in previous studies because of its simplicity and because it is a long-term measurement, and 

it is not affected by the accounting conventions. Return on assets is also a proper measurement of 

firm financial performance, and it is more influenced by CSR activities based on former researches. 

Therefore, multiple regression is used to investigate the relationship between CSR and ROA/ 

Tobin’s q. In this model, I control the market value of the firms, firm size, which is measured by 

the log value of total assets, and their leverage, which is measured by the debt to assets ratio.  

  

Previous studies have shown a mixed result. The results of this study in the context of China 

confirm the majority of the former studies, while shows some differences. Specifically, Table 5 

provides the regression results of the CSR and Tobin’s q as well as the CSR and ROA. In column 
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(1), CSR has a significant negative coefficient (-0.001), which leads to an interpretation that CSR 

activities do not enhance the firms’ accounting performance in the Chinese market. This shows 

no consistency with the previous studies, because as Orlitzky et al. claimed, ROA is more 

influenced by corporate social responsibility activities. (2003) When it comes to Tobin’s q as the 

measurement of firm performance, there is a positive relation between the Tobin’s q and CSR 

(coefficient = 0.002), indicating that CSR activities would improve the market performance of the 

Chinese listed firms. This is consistent with previous studies used Tobin’s q to present firm 

performance as Lins et al. suggested that the benefit of CSR activities is included in the stock price 

(2017). I would conclude that higher CSR does not really prompt the increase of firm accounting 

performance but does increase the market performance. Based on the result of the tests, 

Hypothesis 1a is rejected, but Hypothesis 1b is accepted.  

  

Based on my empirical findings, I can give some competitive suggestions to the listed firms in 

China. Firstly, listed firms in China should take more care of social responsibility as one of the 

criterions of the performance, especially those who want to seek more investment in the financial 

market. Second, short-term lost is an unavoidable step to enhance corporate social responsibility 

performance, but it will pay back in the long-term. In another world, if a company wants to grow 

in the market, corporate social responsibility activities is a practicable strategy, but with short-

term profits. Third, if firms can improve corporate social responsibility in a more efficient way, 

they would achieve both an increase in accounting performance and market performance.  

  

Table 6. provides the results of the regression only for the manufacturing industry. As Hypothesis 

2 states, manufacturing industry differs from the overall market regarding the relationship between 
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CSR and firm performance. In the context of China, manufacturing industry shows a positive 

relationship between CSR and Tobin’s q and a negative relationship between CSR and ROA. 

Compared with table 5, this individual test shows a consistency with overall effects, but the 

coefficient of CSR is higher (coefficient = 0.009) than the overall market (0.006). A possible 

interpretation is that higher corporate social responsibility would provide more market value for 

manufacturing firms in China. Given all the results, therefore, I conclude that Hypothesis 2 is 

accepted. Manufacturing industry differs from the overall market regarding the relationship 

between CSR and firm performance.  

  

Overall, I suggest that Corporate social responsibility will be increasingly seen as a more crucial 

criterion for evaluating a firm, especially when a firm expands to a new region. Therefore, rather 

than simply take Corporate social responsibility as responding to the regulation, firms should 

apply a more stringent Corporate social responsibility strategy to achieve sustainable development 

and grasp the market.  

  

However, my study has certain limitations. First is the problem of the sample selection bias. I 

chose the highest 1000 corporate social responsibility score, and after matching the financial data 

from the CSMAR database, a total of 947 remained. There are many firms with low CSR score. 

They are part of the Chinese market but are eliminated in this paper. Another problem is this paper 

cannot explain how CSR affects firm performance or how firm performance affect CSR. A further 

study on how CSR affects firm performance can provide a more accurate and clear cause-and-

effect relation. In the future, I will further test this cause-and-effect model to determine how 

exactly CSR affected firm performance. Regarding the firm characteristics, I only study the 
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influence of manufacturing industry. The results show CSR has more influence on the market 

performance of manufacturing firms. Further, I hope more industry can be studied regarding this 

relation. Moreover, let’s turn the object to the investors. If the CSR can improve the market 

performance of the listed firms, whether investors can benefit from investing in those firms with 

high corporate social responsibility engagement, this is also the question that needs to be answered 

in the future. 
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