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The Hong Kong Special Administrative Region of China (Hong Kong) has long been positioned not only as an international 
capital market but also as the global financial centre for China.  To position themselves for overseas expansions, major 
enterprises in China are now listed with the Stock Exchange of Hong Kong and adopt internationally accepted corporate 
practices.  In particular, there have been emphases by multinationals on Corporate Social Responsibility (CSR) practices for the 
potential benefits of enhanced business performance as demonstrated in prior studies. The aim of this paper is to explore the 
relationship between business performance and CSR practices among listed companies in Hong Kong. We have investigated and 
made comparisons between two groups of listed companies in Hong Kong -- those included in the Hang Seng Corporate 
Sustainability index and the other major ones in Hong Kong not included in the Index. It is found that there is a significant
difference between the two groups in the sample.  A direct association between adoption of CSR practice and sustainable 
business performance in financial aspects is observed over an extended period of time.  However, we argue that there is not yet 
sufficient disclosure in relation to the quality of their overall CSR and sustainability performance.
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1. Introduction

Having emerged as an international financial centre, Hong Kong’s stock market provides one of the largest stock 
exchanges in the world in terms of market turnover and the amount of capital raised through initial public offering.   
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In fact, Hong Kong has positioned itself strategically as the global financial centre of China where state-owned 
enterprises raise capital through listing with the stock exchange of Hong Kong as the country continues with its 
globalization processes.   These listed enterprises from China are driven to comply with the international practices as 
the financial regulations Hong Kong follow closely the international standards set by other major financial regulators 
of the world.

Following the Dow Jones Sustainability index, Hang Seng Corporate Sustainability index series was launched in 
2010. There are three indices introduced in such an index series. They are Hang Seng Corporate Sustainability index 
(HSSUS), Hang Seng (China A) Corporate Sustainability Index (HSCASUS) and Hang Seng (Mainland and HK) 
Corporate Sustainability Index (HSMHSUS).  Hang Seng Corporate Sustainability index includes listed companies 
that are identified which have adopted good practice in corporate social responsibility while Hang Seng (China A) 
Corporate Sustainability Index includes those listed companies from the Chinese mainland with similar qualities.
Hang Seng (Mainland and HK) Corporate Sustainability Index is a cross-market index that consists of both Hong 
Kong and mainland listed companies recognized for their corporate sustainability. (Hang Seng Indexes Company 
Limited, 2014)

Constituent selection is based on a due process that takes into consideration the results from a sustainability 
assessment undertaken by Hong Kong Quality Assurance Agency, an independent and professional assessment 
body. Stocks should be listed for at least one year by the review cut-off date and the number of constituent stock is 
limited to 30. Under the sustainability assessment, the sustainability performance of each eligible company will be 
measured against seven core subject areas, including organizational governance, fair operating practices, human 
rights, consumer issues, labour practices, community involvement and development and the environment. The 
assessment makes reference to the ISO 26000 standard. ISO 26000 is a standard giving guidance on Social 
Responsibility. It is intended for use by organizations of all types, in public and private sectors, in developed and 
developing countries, as well as those in economic transitions. It guides the efforts to operate in socially responsible 
manner that society increasingly demands. ISO26000 contains voluntary guidance, not requirements, and therefore is 
not for use as certification standard like ISO 9001:2008 and ISO 14001:2004. 

According to the standard, organizational governance is “the system by which an organization makes and 
implements decisions in pursuit of its objectives”. Human rights are considered as the basic rights to which all 
human beings are entitled because they are human beings. Labor practices consist of all policies and practices 
relating to work performed in related to the organization. Environmental issues refer to the impacts of an 
organization’s decisions and behavior on the environment that can include “the organization’s use of living and non-
living resources, the location of the activities of the organization, the generation of pollution and waste, and the 
implications of the organization’s activities, products and services for natural habitats”. Fair operating practices are 
pertinent to ethical conduct in an organization’s dealings with its stakeholders. Consumer issues are largely 
associated with providing education and accurate information, using fair, transparent and promoting sustainable 
consumption.  Further, community involvement and development is about enhancing the public good so as to
strengthen civil society while developing identification with the community (ISO 26000: 2010 International 
standard).

In performing these assessments, a rating score is assigned to each assessed eligible company in order to reflect
its sustainability performance. The higher the rating score, the better is its sustainability performance. If companies 
are selected in the Sustainability index, their performance in CSR is supposed to be higher than those companies are 
not selected in the index. This is considered as a pilot study that makes use of Hang Seng Corporate Sustainability 
index which has already been implemented for over four years in the Hong Kong stock market. Some financial 
performance indicators such as profitability and revenue turnover have been adopted to measure corporate 
performance.
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2. Literature Review And Hypotheses 

2.1 CSR, Sustainability and Business Performance

Companies look for competitive advantage which is not easily duplicated by their competitors. Adopting 
Corporate Social Responsibility (CSR) is one of the possible avenues to achieve such advantage (Porter and Kramer, 
2006). As the CSR practices need time to show their effect, company’s competitors may be reluctant to follow the 
practice.

Almost all companies nowadays have become aware of the significance of CSR. Some of them are not only 
involved in fund raising but have also redesigned their operations in order to achieve sustainable development 
among themselves. Longer-term profits in general can be expected for these actions (Michael and Cross, 2004). 
Also, firms engaged in CSR are less likely to manage earnings (Hong and Anderson, 2011). However, the influence 
of corporate social responsibility practices was found rather difficult to measure in monetary terms (Adams and 
Zutshi, 2004).

Being included in socially responsible investment funds and indexes may be one of the ways to build a reputation 
for being socially and environmentally responsible. As a result, company image can be improved through CSR 
activities (Saeidi et al., 2015). CSR indices nowadays become a bridge between companies and their stakeholders.  
Robinson et al, (2011) found that show that an increase in a firm’s share price, indicating that the advantages of 
being included on the CSR indices (Robinson et al., 2011). CSR activities are expected to improve consumer trusts 
towards a company (Park et al., 2014).

Many studies have attempted to investigate the relationship between corporate performance and sustainability 
indicators.  Mixed results were reported in earlier studies (Simpson and Kohers, 2002) Contradicting results are 
however still obtained in the recent ones.  One of the recent studies shows that there is no impact of CSR 
expenditure on Islamic banks’ financial performance in Bangladesh for the period 2007-2011 (Tuhin, 2014). On the 
other hand, it is reported that employee CSR have positive effect on firm performance for manufacturing companies 
in Indonesia (Hasanudin and Budianto, 2013) and CSR is positively correlated with organizational performances
(Huang and Lien, 2012; Vong and Wong, 2013). 

2.2 Hypotheses

In light of these various results in prior studies, the research questions and hypotheses for this study about Hong 
Kong are initiated as follows:

Research Question 1a: Is there any association between turnover growth and good performance at CSR practice 
within a short period?

• H1a: There is no association between turnover growth and good CSR practice during an initial 
year of assessment (2010-2011). 

Research Question 1b: Is there any association between turnover growth and good practice over a longer period?
• H1b: There is no association between turnover growth and good CSR practice over time (2010-
2013).

Research Question 2a: Is there any association between profit growth and good CSR practice within a short 
period?

• H2a: There is no association between profit growth and good CSR practice during an initial year 
of assessment (2010-2011).

Research Question 2b: Is there any association between profit growth and good CSR practice over a longer 
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period?
• H2b: There is no association between profit growth and good CSR practice over time (2010-
2013).

3. Methodology

3.1. Sample and Data Collection

The overall sample consists of two groups of listed companies. The first group is composed of 20 companies that 
have been included in the Hang Seng Corporate Sustainability index. The second group is based on another 20 
companies that belong to the Hang Seng Index (main board) for the same period but have never been included in the 
Hang Seng Corporate Sustainability index. The relative weight of each industry is comparable in both groups (See 
Tables 1a and 1b for the lists)

Table Ia - List of the companies included in Hang Seng Corporate Sustainability index as at 30 June 2014.
Code Name Industry

1
2

3

5

6

11

12

13

14

16

19

54

66

83

101

293

316

388

494

606

688

700

857

939

941

992

2388

3311

Cheung Kong
CLP Hldgs*

HK & China Gas

HSBC Hldgs

Power Assets*

Hang Seng Bank

Henderson Land

Hutchison

Hysan Dev

SHK Prop

Swire Pacific 'A'

Hopewell Hldgs

MTR Corporation*

Sino Land*

Hang Lung Prop*

Cathay Pac Air*

OOIL*

HKEx*

Li & Fung

China Agri

China Overseas

Tencent

PetroChina*

CCB

China Mobile*

Lenovo Group

BOC Hong Kong

China State Con

Property & Construction

Utilities

Utilities

Financials

Utilities

Financials

Property & Construction

Conglomerates

Property & Construction

Property & Construction

Conglomerates

Conglomerates

Consumer Services

Property & Construction

Property & Construction

Consumer Services

Industrials

Financials

Consumer Goods

Consumer Goods

Property & Construction

Information Technology

Energy

Financials

Telecommunications

Information Technology

Financials

Property & Construction
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3968

3988

CM Bank

Bank of China
Financials

Financials
*Not selected in the studyTable Ib - List of the selected companies not included in Hang Seng Corporate Sustainability
index as at 30 June 2014.

Code Name Industry

404

1072

1299

267

270

52

62

488

683

291

1972

934

1111

8

303

302

45

626

341

179

Hsin Chong Con

DongFang Electric

AIA

Citic Pacific Ltd

Guangdong Inv

Fairwood

Transport Int 

Lai Sun Development

Kerry

China Resources

Swire Properties

Sinopec

Chong Hing Bank

PCCW

Vtech

Wing Hang Bank

HK & Shanghai 

Public Bank

Cafe de Carol

Johnson Electric

Property & Construction

Utilities

Financials

Conglomerates

Conglomerates

Customer Services

Customer Services

Property & Construction

Property & Construction

Consumer Goods

Property & Construction

Energy

Financials

Telecommunication

Information technology

Financials

Property & Construction

Financials

Consumer Goods

Industrials

Not all 30 companies in the Hang Seng Corporate Sustainability Index are used because some of these firms’ 
performances are subject to government regulations and related interventions. For instance, China Light and Power 
Co. Ltd proposed a tariff increase by 20% in the year 2012. The increment was opposed by political parties and 
government. The company finally had an increment on the bills by 4.9%, more or less the same in line with the 
inflation in the year. It affects greatly their profit and turnover. Similar situation occurs to some other public 
companies such as Power Assets, which is an electricity provider on the Hong Kong Island. Mass Transit Railway 
Corporation (MTRC) is another example. These companies are therefore excluded in the study.

Control variables such as size, risk and industry are introduced in order to ensure the similarity of the two groups 
analyzed. The study period covers the period of 2010 to 2014. The data are available through the disclosures of 
financial statements as posted on the company websites.

In measuring the company performance, profit before tax (PBT) and sales revenue (REV) are adopted. Since the 
bases are all different for all the firms, growth rates of the PBT and REV are used instead. The other variables are 
growth of total asset (ASS) and change of risk factor (RISK). Risk factor is total liabilities divided by total asset. All 
the variables description can be found in Table II.
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Table II -Variable description
Variable Name Abbreviation Description
Profit before Tax PBT Profit before tax, with reference to the base year 2010
Sales turnover REV Revenue, with reference to the base year 2010
Dummy variable CSR I belong to the HSSUS, 0 does not belong to the HSSUS
Size SIZE Total assets, with reference to the base year 2010
Risk RISK Debt ratio, with reference to the base year 2010
Dummy variables IND I belong to specific industry nature, 0 does not belong to the specific 

industry nature
Property – property and construction industry
Cong – conglomerates
Utilities – electricity, water and energy
Consumers – consumer goods and services
Financials – banks and financial institutions
Technical – manufacturing and information technology

Subsequent to correlation analysis, multiple regression analysis with using dummy variables is used to determine 
whether there is a link between company performance and CSR practice. The growth rates of profit before tax and 
revenue turnover are used as a measure of corporate performance. Thus, in the first proposed model, REV acts as a 
dependent variable and CSR as independent variables. Size, risk and nature of industry are also utilized as control 
variables.

3.2. Regression Model

Two regression models are used to further analyze the relationship among the key factors. A proposed regression 
model is as follows:

REV = a + b1CSR + b2SIZE + b3RISK + b4IND + e (1)

In the above proposed model, PBT acts as a dependent variable and REV & CSR as independent variables. Size, 
risk and nature of industry are also included as control variables. 

Another specific regression model further tested is as follows:

PBT = a + b1CSR + b2REV + b3SIZE + b4RISK + b5IND + e (2)

Two time intervals are studied. The first time interval is from 2010 to 2011, as a short, initial period. It is ther 
period right after the launch of Hang Seng Corporate Sustainability index. The second time interval is from 2010 to 
2013, an extended period of adoption.

4. Data Analysis and Discussion

4.1 Correlation Analysis

Results of the correlation analysis are presented in Table III and IV.  In particular, it is critical to point out that 
there is a significantly positive relationship between CSR constituent companies and their business performance in 
terms of revenues (REV) and profitability (PBE) over a longer period of time.  Moreover, there is a positive and 
significant difference between two groups in the sample. At the very beginning, companies would need to allocate 
financial resources and intangible ones, such as development of human capital and a supportive corporate culture, 
into CSR practices. Additional expenses could incur in adopting CSR practices but may not contribute to more sales 
turnover and profit being generated within one to two years. However, given a longer time span, a better image can 
be built up for the company. For instance, a good corporate image would attract more customers and differentiate 
from competitors. It suggests that a positive relationship between CSR practices with revenue growth and profit 
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growth could be established. Such a result is in line with a study focusing on European firms in Dow Jones 
Sustainability Index (Lopez et al., 2007; Zhi et al., 2012).

Table III
Pearson Correlation (2010-2011)
Correlation PBT REV SIZE RISK CSR Cong Utilities Financials Consumers Technical
PBT 1 .324* .068 -.031 .253 -.080 -.034 -.104 .326* -.080
REV .324* 1 .334* -.029 .248 -.272 -.040 -.219 .152 -.013
SIZE .068 .334* 1 .228 .059 -.074 -.087 -.235 -.086 .132
RISK -.031 -.029 .228 1 -.145 -.143 -.009 -.031 .007 .395*
CSR .253 .248 .059 -.145 1 .076 .000 .115 -.140 -.140
Cong -.080 -.272 -.074 -.143 .076 1 -.087 -.218 -.159 -.159
Utilities -.034 -.040 -.087 -.009 .000 -.087 1 -.132 -.096 -.096
Financials -.104 -.219 -.235 -.031 .115 -.218 -.132 1 -.243 -.243
Consumers .326* .152 -.086 .007 -.140 -.159 -.096 -.243 1 -.176
Technical -.080 -.013 .132 .395* -.140 -.159 -.096 -.243 -.176 1
*P < 0.05

Table IV
Pearson Correlation (2010-2013)
Correlation PBT REV SIZE RISK CSR Cong Utilities Financials Consumers Technical
PBT 1 .463** -.043 -.107 .586** -.108 -.023 -.103 -.092 -.093
REV .463** 1 .544** .095 .331* -.317* -.076 -.081 .012 .080
SIZE -.043 .544** 1 .282 .027 -.074 -.110 -.213 -.152 .245
RISK -.107 .095 .282 1 .117 -.153 .080 .223 -.124 .135
CSR .586** .331* .027 .117 1 .076 .000 .115 -.14 -.14
Cong -.108 -.317* -.074 -.153 .076 1 -.087 -.218 -.159 -.159
Utilities -.023 -.076 -.110 .080 .000 -.087 1 -.132 -.096 -.096
Financials -.103 -.081 -.213 .223 .115 -.218 -.132 1 -.243 -.243
Consumers -.092 .012 -.152 -.124 -.140 -.159 -.096 -.243 1 -.176
Technical -.093 .080 .245 .135 -.140 -.159 -.096 -.243 -.176 1
*P < 0.05, ** P< 0.01

There is a rather weak correlation between CSR and revenue growth in short term. It indicates that it may have 
some short term effects of CSR practice on business performance. It is due to the potential that CSR practice could 
attract more customers. However, it is questionable whether companies could transform such the benefits of CSR 
into concrete elements that would effectively improve their overall profitability.  It is likely to take time for 
prospective customers to evaluate whether a company is genuinely engaged in its CSR practices as well.

Furthermore, all the variables are checked for normality and variance distribution. One of the dummy variables, 
Property, cannot pass the multi-collinearity test. It is excluded in the subsequent regression analysis. 

4.2 Regression Models

Tables V and VI show the results obtained for the above models.  For the period 2010-2011, both models are not 
supported by the data given their statistical results. However, for the longer period, 2010-2013, both models are 
significant in terms of F-statistic.

Table V
Regression standardized coefficients and statistics (Model I)
Independent and control variables Dependent variable REV (2010-2011) Dependent variable REV (2010-2013)
CSR 0.278 (0.077) 0.363 (0.008)**
SIZE 0.244 (0.147) 0.547 (0.001)**
RISK -0.062 (0.714) -0.878 (0.387)
Conglomerates (Cong) -0.370 (0.037)* -0.340 (0.024)*
Utilities -0.099 (0.539) -0.043 (0.756)
Financials -0.306 (0.116) -0.058 (0.726)
Consumers 0.049 (0.780) 0.050 (0.741)
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Technical -0.115 (0.540) -0.050 (0.736)
Adjusted R square 0.160 0.394
F-statistic 1.931 4.172
Probability 0.091 0.002**
*P < 0.05, ** P< 0.01

Table VI
Regression coefficients and statistics (Model II)
Independent and control variables Dependent variable PBT (2010-2011) Dependent variable PBT (2010-2013)
REV 0.218 (0.272) 0.449 (0.012)*
CSR 0.246 (0.166) 0.454 (0.002)**
SIZE 0.014 (0.940) -0.391 (0.024)*
RISK -0.001 (0.996) -0.048 (0.724)
Conglomerates (Cong) 0.025 (0.898) -0.180 (0.228)
Utilities 0.016 (0.929) -0.124 (0.344)
Financials 0.016 (0.941) -0.339 (0.038)*
Consumers 0.343 (0.082) -0.245 (0.091)
Technical 0.026 (0.898) -0.130 (0.358)
Adjusted R square 0.012 0.464
F-statistic 1.051 4.753
Probability 0.425 0.001**
*P < 0.05, ** P< 0.01

It is observed that there is a positive association between revenue growth and size growth of the companies as 
shown in Model I over a longer term. As the size of a company is becoming bigger, it may have a larger buffer of 
resources to accommodate CSR expenses and stimulate generation of revenues. Regarding Model II, there is a 
positive correlation between profit growth and revenue growth.  As there is a growth in sales turnover, there could 
be a resulting growth in profit if overall costs are well contained.

The results suggest that, for H1a that there is no association between turnover growth and good CSR practice 
during year 2010-2011” as well as for H2a that there is no association between profit growth and good CSR practice 
during year 2010-2011, cannot be rejected. 

Regarding hypotheses H1b: “There is no association between turnover growth and good at CSR practice during 
year 2010-2013” and H2b: “There is no association between profit growth and good at CSR practice during year 
2010-2013”, both can be rejected based on the results of the regression tests. 

Adjusted R square values are found improved greatly from 0.160 and 0.012 to 0.394 and 0.464 for model I and 
model II respectively.  Such Adjusted R square values for longer period (2010-2013) are considered adequate as 
similar result for Model II (Adjusted R square = 0.358) has been obtained by Lopez et al. (2007).

5. Conclusions

In this study, listed companies in Hong Kong selected in the Hang Seng Corporate Sustainability index for their 
perceived CSR practices are found to perform better in terms of profitability and revenue turnover than those 
companies not selected in the index over a longer term (three to five years). However, there is no significant 
difference among them in a shorter term (one to two years). Positive effects of CSR practice over business 
performance are observed in revenues generated as well as profitability over time.  This demonstrates that Hong 
Kong as an important international financial centre has similar phenomenon in linking perceived CSR with business 
performance as revealed in prior studies about other countries (Hasanudin and Budianto, 2013; Huang and Lien, 
2012; Vong and Wong, 2013).

However, there are some limitations in this study. First, sample size, though representing some of the most 
recognized enterprises of China, is a considered somewhat small and the test is confined to the companies that 
constitute the Hang Seng Corporate Sustainability index. It is rather difficult to select companies with exactly the 
same size, capital structure and nature of industry for comparison purpose. Second, there are some other factors 
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affecting corporate performance which are excluded in our model such as stakeholder preferences, leadership style 
and innovation capability. Third, there are some other financial indicators such as return of equity, return on assets, 
cost of capital, market-to-book ratio and so on are not adopted to measure corporate performance for this study. 
Fourth, for the companies that are not constituted in the Hang Seng Corporate Sustainability index, most of them 
may have been engaging in CSR practices for a long time.  We have only compared two groups of companies that 
would have variations in terms of quality and intensity of their CSR practices.

In future studies, research can be launched to examine listed companies which constitutes the Hang Seng (China 
A) Corporate Sustainability Index. Those companies can be compared with similar companies that are not selected 
in the index and selected in Hang Seng Corporate Sustainability index.  Companies without engagement in any CSR 
activities can be chosen for the comparison purpose as well. Besides financial performance, market performance, 
employment choice and other non-financials could be used as measures of corporate achievements.  In examining 
such a relationship with business performance, a longer time frame can be adopted in the future to look into an 
extended period of relationship.

At last, there is concern over the qualities of disclosures provided by the index constituents on their CSR and 
sustainability performance.  Some assurance of their performance in these areas would enable the stakeholders to be 
more confident that these companies are effectively committed to CSR and sustainability performance in the social 
and environmental areas.  However, it would largely be dependent on the existence of such compliance requirements 
by the pertinent financial regulators. As Hong Kong being positioned as the global financial centre of China, how 
national and organizational cultures influence the CSR practices can be explored as well.
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