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Abstract: They could be a variety of motivations for business corporations to voluntarily
engage in CSR activities. The existing literature indicates that successful and profitable
corporations spent significant amount of money to actively participate in social and
philanthropic programmes. Therefore, this article seeks to explore the motivations behind
CSR engagement by financial services industry in Malaysia. A quantitative survey design was
adopted to gather primary data from senior managers of the corporations. A total of 376
responses were collected and analysed in this study. The result shows that financial industry
in Malaysia placed non-economic element as the main motive for their involvement in CSR
practices.
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Introduction
The concept of CSR has become a mainstream issue among business communities in recent
years. A key part of that agenda is to address the fundamental idea that corporations have
obligation to work for social betterment (Frederick, 1994). Today, thousands of business
corporations have developed not only codes of conduct governing dimensions of their social,
environmental and human rights practices, but also issue reports on their CSR commitments.
International organisations, such as the United Nations, the World Bank and the Organisation
for Economic Cooperation and Development (OECD), actively promote CSR, as do several
European governments and the European Union. Generally, a number of studies have been
conducted so far in the area of CSR in Malaysia. However, most of the previous studies
pertaining to CSR have focused on the area of disclosure and perception of CSR (see for
examples, Muhamad and Muwazir, 2007; Muwazir et al., 2012; Park, et al., 2014; Sierra93

García, 2015). There were also several studies that have been conducted in comparison
between Malaysia and other countries (see for examples, Chan, 2000; Chapple and Moon,
2005; Bouvain, et al., 2013). However, to the knowledge of the researcher, research
conducted in the wider context of financial services sector in Malaysia especially dealing with
CSR motivation is still underdeveloped. Therefore, it is hope that this study will contribute
towards the development of CSR literature in Malaysia and fill the gap in this study.
Literature Review
Concepts of corporate social responsibility
Today, business corporations are under growing pressure to embrace social responsibility
activities because of several reasons such as (a) the emerging public standards for social
performance (the United Nations Global Compact), (b) the proliferation of independent
evaluations and rankings that make social performance more transparent (Fortune’s Most
Admired Companies), and (c) the scandals associated with big giant companies (Enron and
Worldcom) (Pirsch et al., 2007). There could be a variety of motivations for corporations to
voluntarily undertake CSR programmes. A review on literature has identified several
motivations behind CSR practices among business corporations.
The existing literature indicated that many successful and profitable organisations spent
significant amounts of money in fulfilling their social responsibilities (Doukakis et al., 2005).
Brammer and Millington (2005) argued that companies that adopt CSR programme often
build positive corporate reputation and profitability. This proposition is supported by both
theoretical and empirical research. For instance, study conducted by Arjoon (2000) and
Marshall (2005) asserted that business corporations that adopt social responsibility – driven
strategies generate greater profit potential than those companies that pursue solely on profit –
driven strategy. Furthermore, by raising its reputation through being associated with social
responsibilities activities, business corporations can experience a greater competitive
advantage (Prado-Lorenzo et al., 2008).
According to Acuff (2005) social responsibility effort can produce enrichment marketing,
where well-being of consumers is enriched, leading to favourable goodwill towards the
company. A number of studies indicated that CSR initiatives in various forms are positively
related to customer loyalty and brand name (Miller, 2002; Melo and Galan, 2011; Torres, et
al., 2012). In his study, Mackiewicz (1993) found that nine out of ten consumers used CSR
reputation of an organisation in order to decide which product and services they will
consume. In some cases, consumers are willing to actively support socially responsible
organisations and disperse positive information about these companies to others (Maignan,
2001).
Another motivation is that socially responsible organisations are capable to retain high quality
employees and attract superior job applicants (Barnett and Vaicys, 2000; Backhaus et al.,
2002). For example, empirical study done by Greening and Turban (2000) found that job
applicant’s perceptions of a firm’s corporate social performance influenced their desire to
work for the firm. Moreover, Aguilera et al. (2007) claimed that employees’ perception of a
firm’s social policies will impact their willingness to participate in, contribute to and initiate
social change initiatives. The study conducted by Ramus and Steger (2000) revealed that
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when employees perceive their organisation is committed to pursue environmental protection,
they are more likely to generate ideas to improve company’s environmental policies.
Culture has also been found to be an influential motivation for corporation to engage in social
activities. Davis (1973) claimed that business is operating under a set of cultural constraints in
the same way that any other person in society does. Therefore, any changes in society’s
culture and norms will change business behaviour. For example, in some developing
countries, particularly in Asia, studies found that religious commitment exerts an impact on
the attitude and behaviour of business entrepreneur to perform social responsibility practices
(Dusuki, 2005; Muhamad and Muwazir, 2007). Another study by Bouvain, et al. (2013) found
out that CSR is not a universal concept but is strongly associated with different geographical
market.
Research also indicated that company engages in socially responsible behaviour to offset
regulation by government (Moon and Vogel, 2008). From business point of view, new
regulation is costly and restricts its flexibility in decision-making. Business corporations
prefer to find solution to community problem by introducing their own policies, so that they
can prevent government intervention and legislation. Understanding the broader context of
CSR motivation can help business corporation works more effectively within and outside the
firm. Undoubtedly, it will add value in the business strategy as well as to develop sustainable
management practices.
Figure 1 below shows a summarisation of broad motivations for business corporations to
voluntarily undertake CSR programmes.
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Figure 1: CSR Motivation

It can be concluded that business corporations’ socially responsible behaviour are motivated
from two main factors; internal and external drivers. The literature recognises government
pressure, global pressure, culture, ethics, religion, job attraction, pressure from special interest
group/local community and customer loyalty as external drivers, whilst corporate image,
competitive advantage, profit and brand name/reputation as internal drivers.
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Research Methodology
This study adopts cross-sectional design or survey design. The respondents were selected
from senior managers using stratified random sampling from different segment of financial
institutions namely commercial banks, investment banks, brokerage firms, fund management
companies, insurance companies, unit trust companies and large public fund organisations.
The questionnaire mailing and follow-up generated 384 responses, out of which 376 were
usable (valid and completed). The respondents were asked to rate all items on a five-point
Likert scale. The preliminary analysis (reliability test) carried out in this study indicates that
the value of Cronbach’s Alpha coefficient for all eleven items is 0.7. Therefore, the
questionnaire items signify a satisfactory high degree of internal consistency for further
statistical analysis.
Findings
Background of respondents
As depicted in Table I, most respondents were predominantly male. Slightly less than three
quarter of the respondents were male (72.1 per cent) compare to female (27.9 per cent). The
combination of respondents between age 31-40 and 41-50 represents 73.2 per cent of the total
respondent. Relatively few were either below 30 years of age (10.4 per cent) or over 50 years
of age (16.5 per cent). The distribution of age indicates that the perceptions of respondents
towards CSR commitment will be dominated by the opinion of the middle-aged respondents.
The data from Table 1also illustrates that respondents of the study were came from seven
types of financial institutions. The majority (21.0 per cent) of the respondents were from
commercial banks followed by about 17.8 per cent from the insurance companies. The
respondents from unit trust companies and public fund organisation share quite a similar
distribution of 12.2 per cent and 12.8 per cent respectively, while 11.2 per cent were from the
fund management companies. A slightly lesser number (10.6 per cent) were from brokerage
firms.
Table 1: Background of Respondents
Frequency

Percent

271
105

72.1
27.9

39
139
136
62

10.4
37.0
36.2
16.5

79
54
40
42
67
46
48

21.0
14.4
10.6
11.2
17.8
12.2
12.8

Gender:
Male
Female
Age:
30 years and below
31 - 40 years
41 - 50 years
51 years and above
Company’s profile:
Commercial Bank
Investment Bank
Brokerage Firm
Fund Management Company
Insurance Company
Unit Trust Company
Public Fund Organisation
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Factor Analysis: CSR Motivations
Factor analysis is used to reduce a large number of variables into a smaller set of underlying
factor that summarises the essential information that was contained in the variables. In this
section, factor analysis is used as an exploratory technique when the researcher wishes to
summarise the structure of a set of variables. The 11 items of CSR motivations will then be
subjected to principal component analysis (PCA) and varimax rotation with the Kaiser
Normalisation. The PCA with a greater than 1.0 is regarded as significant and can be used to
determine the factors that are to be extracted. The analysis reveals that there are four factors
with an eigenvalue that is greater than 1.0. These four factors are accounted for 67.40 percent
of variance. Each factor explains a particular amount of variance in the items. Factor 1
explains 29.96 percent, Factor 2 explains 17.40 percent, Factor 3 explains 10.54 percent and
Factor 4 explains 9.51 percent of the total variance.
The rotated solution (shown in Table 2) discovered the presence of simple structure with the 4
factors showing a number of strong loadings. The 4-factor solution which is based on the
loading of the 11 variables was represented by Factor 1 (external forces), Factor 2 (corporate
image), Factor 3 (economic performance) and Factor 4 (cultural). These factors indicate the
main motivations behind CSR involvement by the financial sectors in Malaysia.
Table 2: Rotated Component Matrix on CSR Motivations in Financial Sector
Factor
Variable

Government pressure
Global pressure
Pressure from special interest groups
Pressure of general public opinion
Enhance reputation and public image
Enhance community trust and support
Profitability of the venture
Strategy for competitive advantage
Religious responsibility
Matching of social needs to corporate
skill, need or ability to help
Personal ethical and cultural tradition

1
External
Forces

2
Corporate
Image

3
Economic
Performance

4
Cultural

0.839
0.776
0.702
0.633
0.899
0.884
0.849
0.629
0.719
0.702
0.666

Factor 1 which measures the external forces encompasses of ‘government pressure’, ‘pressure
from special interest groups’, ‘pressure of general public opinion’ and ‘global pressure’. With
the highest percentage of variance (29.96 percent), this factor is considered to be the most
important motivation perceived by the managers to support CSR involvement on the financial
sectors in Malaysia. The second important motivation is the corporate image which includes
‘enhance community trust and support’ and ‘enhance reputation and public image’. This
factor contributes 17.40 percent of the total variance. The third motivation is economic
performance which involves ‘profitability of the venture’ and ‘strategy for competitive
advantage’. This factor contributes 10.54 percent variance. With almost 10 percent of total
variance, Factor 4, cultural awareness, is claimed to be the least important CSR motivation by
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senior managers in financial sectors in Malaysia. Factor 4 consists of ‘personal ethical and
cultural tradition’, ‘religious responsibility’ and ‘matching of social needs to corporate skill,
need or ability to help’.
Based on the findings, we can summarise that CSR attitude of financial industry in Malaysia
give more credibility to the external drivers (government, global and community group
pressures) in comparison with internal drivers.
Conclusion
This article presents empirical evidence on the perception of senior managers in the financial
services sector toward CSR motivations in Malaysia. To summarise, this study suggests that
financial services sector in Malaysia placed the non-economic elements as the main drivers in
promoting CSR involvement among the Malaysian corporations. The findings also provide a
better insight on how managers in the Malaysian financial sectors are motivated in engaging
with the social responsibility activities.

Acknowledgement
This study was partly supported by Post-doctoral research grant from Ministry of Higher
Education Malaysia and University of Malaya. Thank you also to Gulf One Lancaster Centre
for Economics Research (GOLCER), Lancaster University Management School for providing
insight and expertise in the research.
References
Acuff, D. (2005). Taking the Guesswork Out of Responsible Marketing. Young Consumers:
Insight and Ideas for Responsible Marketers, 6, (4), 68-71.
Arjoon, S. (2000). Virtue Theory as a Dynamic Theory of Business. Journal of Business
Ethics, 28(2), 159-178.
Backhaus, K., Stone, B. and Heiner, K. (2002). Exploring the Relationship between Corporate
Social Performance and Employer Attractiveness. Business & Society, 41(3), 292-318.
Barnett, T. and Vaicys, C. (2000). The Moderating Effect of Individuals’ Perceptions of
Ethical Work Climate on Ethical Judgments and Behavioral Intentions. Journal of
Business Ethics, 27(4), 351-362.
Bouvain, P., Baumann, C. and Lundmark, E. (2013). Corporate Social Responsibility in
Financial Services: A Comparison of Chinese and East Asian Banks vis‐a‐vis
American Banks. International Journal of Bank Marketing, 3(6), 420-439.
Brammer, S. and Millington, A. (2005). Corporate Reputation and Philanthropy: An
Empirical Analysis. Journal of Business Ethics, 61(1), 29-44.
Chan, W. L. (2000). Corporate Social Responsibility Reporting in Malaysia: Progress and
Prospects. The Journal of Corporate Citizenship, 13, 125-136.
Chapple, W. and Moon, J. (2005). Corporate Social Responsibility (CSR) in Asia: A SevenCountry Study of CSR Web Site Reporting. Journal of Business and Society, 44(4),
415- 441.
Davis, K. (1973). The Case For and Against Business Assumption of Social Responsibilities.
Academy of Management Journal, 16, 312-322.

98

Dusuki, A. W. (2005). Corporate Social Responsibility of Islamic Banks in Malaysia: A
Synthesis of Islamic and Stakeholders’ Perspective. Unpublished PhD Thesis,
Loughborough University, UK.
Frederick, W. C. (1994). From CSR1 to CSR2. Business and Society, 33(2), 150-164.
Mackiewicz, A. (1993). Guide to Building a Global Image. New York: McGraw-Hill.
Maignan, I. (2001). Consumers’ Perceptions of Corporate Social Responsibilities: A CrossCultural Comparison. Journal of Business Ethics, 30(10), 57-72.
Melo, T. and Galan, J.I. (2011). Effects of corporate social responsibility on brand value.
Journal of Brand Management, 18 (6), 423-437.
Miller, B. A. (2002). Social Initiatives Can Boost Loyalty. Marketing News, 36(21), 14-16.
Moon, J. and Vogel, D. (2008). Corporate Social Responsibility, Government and Civil
Society, in A. Crane et al. (eds.) The Oxford Handbook of Corporate Social
Responsibility. Oxford: Oxford University Press.
Muhamad, R and Muwazir, M. R. (2007). Islamic Corporate Social Disclosure (ICSD):
Perception of Muslim Investors in Malaysia, Paper presented at the 3rd International
Conference of Sustainability in Service Industry, Jakarta, Indonesia, 21-23 November
2007.
Muwazir et al., (2012). Understanding Corporate Social Responsibility: A Survey of
Malaysian Muslim Managers. Advances in Natural and Applied Sciences, 6(8), 14451450.
Park, J., Lee, H. and Kim, C (2014). Corporate Social Responsibilities, Consumer Trust and
Corporate Reputation: South Korean Consumers' Perspectives. Journal of Business
Research, 67, 295-302.
Pirsch, J., Gupta, S. and Grau, S. L. (2007). A Framework for Understanding Corporate
Social Responsibility Programs as a Continuum: An Exploratory Study. Journal of
Business Ethics, 70, 125-140.
Prado-Lorenzo, J. M., Gallego_Alvarez, I. M. and Rodriguez-Dominguez, L. (2008). Social
Responsibility in Spain: Practices and Motivations in Firms. Management Decision,
46(8), 1247-1271.
Ramus, C. A. and Steger, U. (2000). The Roles of Supervisory Support Behaviors and
Environmental Policy in Employee "Ecoinitiatives" at Leading-Edge European
Companies. The Academy of Management Journal, 14(4), 605-626.
Servaes, H. and Tamayo, A. (2013). The Impact of Corporate Social Responsibility on Firm
Value: The Role of Customer Awareness. Management Science, 59(5), 1045-1061.
Sierra-García. L., Zorio-Grima, A. and García-Benau, M. A. (2015). Stakeholder
Engagement, Corporate Social Responsibility and Integrated Reporting: An
Exploratory Study. Corporate Social Responsibility and Environmental Management,
22(5), 286-304.
Thompson, P. and Zakaria, Z. (2004). Corporate Environmental Reporting in Malaysia:
Progress and Prospects. Journal of Corporate Citizenship, 13, 125-136.
Torres, A., Bijmolt, T.H.A., Tribo, J.A. and Verhoef, P. (2012). Generating global brand
equity through corporate social responsibility to key stakeholders. International Journal
of Research in Marketing, 29(1), 13-24.

99

