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ABSTRACT 
 

Corporate social responsibility (CSR) agenda has increasingly come under the spotlight over cases of 
unethical business practices by public and private companies around the world. Shareholders and members of 
the general public are being confronted with a steady stream of corporate scandal that has an increasingly 
deteriorating effect on investors’ confidence (Miller, 2009). In fact, the importance of CSR commitments and 
initiatives may have a direct impact on the success of the future business atmosphere as many organisations 
worldwide have come under pressure to comply with the international CSR standards and practices (Miller, 
2009). In order to demonstrate the commitment to achieve economic advancement, Malaysian government is 
keen to incorporate CSR programmes into companies’ agenda to heighten their profile, so that they can gain 
recognition and increase investors’ confidence from the perspective of local and international investors. 
Therefore, this paper seeks to measure the level of CSR commitment by financial sector in Malaysia. 376 
respondents selected from financial executives were asked to indicate their companies’ level of commitment 
towards 17 elements of CSR. Overall, the findings indicate that financial services sector in Malaysia promotes 
important roles in community and environment, culture and philanthropy. 
 
Key words: Corporate Social Responsibility, Commitments, Financial Industry, Executives, Malaysia, Emerging 

Country. 
 
Introduction 
 

According to Vogel (2005), more than 1000 corporations have developed or signed codes of conduct 
governing dimensions of their social, environmental and human rights practices, and more than 2000 business 
organisations now issue reports on their CSR practices. 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. Despite increasing attention has been 
accorded to CSR in developed countries, very few is known of the research of CSR in developing countries. 
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 usefulness of CSR disclosure, perception of CSR, 
and development of CSR reporting from Islamic perspective (see for examples, Rashid and Abdullah, 1991; 
Haniffa, 2002; Zakaria and Isa, 2003; Thomson and Zakaria, 2004; Muhamad and Muwazir, 2007). There were 
also several studies that have been conducted in comparison between Malaysia and other countries (see for 
examples, Foo and Tan, 1988; Andrew et al., 1989; Chan, 2000; Chapple and Moon, 2005). However, to the 
knowledge of the researcher, research conducted in the wider context of financial services sector in Malaysia 
especially dealing with CSR commitment 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. This article is 
organised as follows. Section two discusses the literature review on CSR in Malaysia. Section three explains 
research methodology, and followed by a discussion of the findings and conclusion. 
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Literature review: 

 
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). However, defining CSR is complicated and it leads to a variety of definitions 
adopted by different groups specific to their own interests and without a single consensus agreement (Shahin 
and Zairi, 2007). One of the mainstream definitions which incorporated in the Commission of the European 
Communities and the Financial Times Top 100 Index is: “CSR is corporations being held accountable by 
explicit or inferred social contract with internal and external stakeholders, obeying the laws and regulations of 
government and operating in an ethical manner which exceeds statutory requirements” (Bowd et al., 2003, p. 
19). Boatright (1993) argues that CSR started to figure prominently in public debate in the wake of increasing 
social problems such as poverty, unemployment, race, gender and religious discrimination and environmental 
pollution. Since then, CSR is constantly evolving to incorporate different approaches depending on 
circumstances and needs. 

CSR increasingly receives attention from researchers, especially research pertaining to perception and 
response of CSR. However, most of these studies were conducted in the context of developed countries. It 
shows that the awareness about, and adoption of CSR agenda is less apparent in developing countries compared 
to the developed countries of the West (Sriramesh et al., 2007). To date, most of the CSR literature in 
developing countries focuses on Asian region, with a significant attention on China, India, Malaysia, Indonesia, 
Thailand and Pakistan. Chapple and Moon (2005) and Sriramesh et al. (2007) claim that the way CSR is 
practiced and perceived in Asia is not homogeneous as it is shaped by different culture, religion, political and 
socio economic condition. Therefore, there will be a significant difference of CSR practices across different 
countries and regions (Bronn and Vrioni, 2001). 

Chambers et al. (2003) argue that globalisation appears to be the most important drivers for business 
corporations in developing countries to practice CSR. Corporations that venture into international market have 
felt the pressure to improve their CSR standards to measure up their expectations of their global stakeholders to 
remain competitive. A study conducted by Cheung et al. (2010) between the periods of 2001 to 2004 reveal that 
Asian firms are aware of the importance of CSR and are gradually improving their performance in this area. 
This trend is expected to continue in the future. According to World Bank (2008), developing countries in this 
region are expected to grow at a rate of 7.7 percent in 2008, compared with the global growth rate of 3.3 
percent. From an investment perspective, it is argued that investors nowadays are more concerned with the 
“moral implications” – which encompass social, environment and religious substances - of their investment 
portfolio decisions as well as the return on investment.  As a consequence, Asian market has shown a 
remarkable increase in social responsibility investment (SRI) growth (Laufer, 2003). Further, Cheung et al. 
(2010) claim that in Asia, there have been numerous investment funds that have explicit policies to invest only 
in firms with good CSR performance. 

The importance of CSR commitments and initiatives may have a direct impact on the success of the future 
business atmosphere as many organisations worldwide have come under pressure to comply with the 
international standards (Miller, 2009). Wad and Chong (2008) believe that the financial crisis of 1997/1998 in 
East Asian region has given impact on the political perception of corporate governance and nurtured the rise of 
new CSR discourse by both the public sectors as well as the private sectors in this country. In order to 
demonstrate the commitment to achieve economic advancement, the Malaysian Government is keen to 
incorporate CSR programmes into companies’ agenda to heighten their profile, so that they can gain recognition 
and increase investors’ confidence from the perspective of local and international investors. The CSR initiatives 
taken by the Malaysian Government are evident (Amran and Devi, 2006). The Government’s plan in response to 
CSR can be identified in the development, planning and monitoring system under the five yearly Malaysian 
Development Plans (Amran, 2006) since 1993. 

In line with the Government’s CSR aspiration, the state investment arm, Khazanah National Berhad, as part 
of the Government-Linked Companies (GLCs) launched the Silver Book that contains CSR guidelines for the 
GLCs. The Silver Book provides a set of principles and long term guidelines over ten years (from 2004 to 2015) 
to be implemented by GLCs so that they can contribute proactively to society while creating value for 
shareholders. The Malaysian Government in its 2007/2008 Budget outlined incentives for companies with CSR 
programmes. The budget also introduced the need for public listed companies to report on CSR activities – in 
line with their corporate philosophies – to create a win-win situation for both the business sector and the 
communities around them. Following the call for CSR from the 2007/2008 Budget, Bursa Malaysia, the stock 
exchange of Malaysia has developed CSR framework for public listed companies to provide a description of 
CSR activities or practices undertaken. The framework focuses on four dimensions as follows: 

(1)  Environment: climate change, energy, waste management, biodiversity and endangered wildlife.  
(2)  Community: employee volunteerism, education, youth development, underprivileged, graduate 

employment and children. 
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(3)  Marketplace: green products, stakeholder engagement, ethical procurement, supplier management, 
vendor development, social branding and corporate governance.  

(4)  Workplace: employee involvement, workplace diversity, gender issues, human capital development, 
quality of life, labour rights, human rights and health and safety.  

As the framework allows flexibility in companies’ approach, they will only provide good report about their 
CSR commitments. Furthermore, the framework provided does not apply uniformly to all companies as they 
have to choose the ones relevant to their field of business in order to gain competitive advantages. In Malaysia, 
there are presently no accounting standards for disclosing CSR information. In the absence of such standards, 
CSR commitment would be entirely voluntary in nature and it is a concern that this slack of standard may mean 
that CSR involvement by companies will be very much public relation oriented.  

 
Methodology: 

 
This study adopts cross-sectional design. The self-completion questionnaire survey was thought to be the 

best research methods in collecting the data. It allowed quantitative analysis to be conducted in the testing of 
inferences and also its ability to generalise the findings. The population consists of executive managers from 
financial services industry in Malaysia. The respondents were randomly selected using stratified random 
sampling from seven segments 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 questionnaire items were designed to examine the perception of respondents towards 
CSR commitment. There were seventeen statements of CSR commitment by the business corporations. Those 
statements were measure on the interval method with the five Likert scale (from 1 to 5). On this scale, 1 
represent strongly disagree while 5 represents strongly agree.  

The preliminary analysis (reliability test) carried out in this study indicates that the value of Cronbach’s 
Alpha coefficient for all seventeen statements is 0.848, which signify a satisfactory high degree of internal 
consistency for further statistical analysis. The Bartlett’s Test of Sphericity also reaches a statistical significance 
0.00 (p < 0.05) with 136 degree of freedom. Therefore, a further factor analysis on all items is recommended.  

 
Findings and discussion: 

 
As depicted in Table 1, most respondents were predominantly male. Nearly three quarter of the respondents 

were male (72.1 percent) compare to female (27.9 percent). The combination of respondents between age 31-40 
and 41-50 represents 73.2 percent of the total respondent. Relatively few were either below 30 years of age 
(10.4 percent) or over 50 years of age (16.5 percent). The distribution of age indicates that the perceptions of 
respondents towards CSR commitment will be dominated by the opinion of the middle-aged respondents. As for 
company’s profile, the table shows that 21.0 percent of the respondents were from commercial banks followed 
by about 17.8 percent from the insurance/takaful companies. The respondents from unit trust companies and 
public fund organisations share quite a similar distribution of 12.2 percent and 12.8 percent respectively, while 
12.0 percent were from the fund management companies. A slightly lesser number (10.6 percent) were from 
brokerage firms. A total of 376 respondents have participated in this study, out of which 91.2 percent of them 
were from the Malaysian companies and only 8.8 percent from foreign companies. Overall, it seems that the 
composition of the respondents from each company’s profile does not show any significant difference.  

 
Table 1: Background of Respondents 

 Frequency Percent 
Gender:                             
Male 
Female 

 
271 
105 

 
72.1 
27.9 

Age: 
30 years and below 
31 - 40 years 
41 - 50 years 
51 years and above 

 
39 
139 
136 
62 

 
10.4 
37.0 
36.2 
16.5 

Company’s  profile: 
Financial Institution 
Commercial Bank 
Investment Bank 
Brokerage Firm 
Fund Management Company 
Insurance/Takaful Company 
Unit Trust Company 
Public Fund Organisation 

 
79 
54 
40 
42 
67 
46 
48 

 
21.0 
14.4 
10.6 
11.2 
17.8 
12.2 
12.8 

Nationality of the company:   
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Malaysian Company 
Foreign Company 

343 
33 

91.2 
8.8 

 
Factor Analysis: CSR Commitments in the Malaysian Financial Services Industry: 

 
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 to summarise the 17 items of a set of CSR commitments (variables). The rotated 
component matrix solution on CSR Commitments (shown in Table 2) has discovered the presence of a simple 
structure with the 3 factors showing a number of strong loadings. The 3-factor solution which is based on the 
loading of the 17 items is represented by Factor 1 (community and environment), Factor 2 (culture), and Factor 
3 (philanthropy).  

Factor 1 which measures community and environment encompasses of eight items namely ‘quality of work 
life programmes’, ‘public education programmes’, ‘pollution control’, ‘public health and safety’, ‘environmental 
protection law’, ‘employee welfare and training programmes’, ‘consumer protection laws/welfare’ and 
‘ethical/cultural values’. With the highest percentage of variance (36.27 percent), this factor is considered as the 
most important CSR commitments perceived by executive managers in the financial industry in Malaysia. The 
second important commitment is culture which includes ‘ethnic groups hiring and training’, ‘political action 
committees’, ‘ethnic groups business support’ and ‘religious practices’. This factor contributes 12.70 percent of 
the total variance. With a 7.72 percent of total variance, Factor 3, philanthropy is claimed to be the least 
important CSR commitment perceived by executive managers. Factor 3 consists of ‘building and ground 
beautification’, ‘arts and cultural activities’, ‘community renewal and revitalisation’, ‘handicap hiring and 
training’ and ‘charitable and philanthropic activities’. The result from this exploratory factor analysis suggests 
that executive managers in the financial services industry in Malaysia have placed community and 
environmental issues as the main obligation for the Malaysian corporations in promoting CSR. 

 
Table 2: Rotated Component Matrix on CSR Commitments in the Financial Sectors 

 
 
Variable 

Factor 

1 
Community & 
Environment 

2 
Culture 
 
 

3 
Philanthropy 
 
 

Quality of work life programmes 
Public education programmes  
Pollution control 
Public health and safety 
Environmental protection law 
Employee welfare and training programmes 
Consumer protection laws/welfare 
Ethical/cultural values 

0.790 
0.784 
0.774 
0.726 
0.687 
0.632 
0.513 
0.476 

  

Ethnic groups hiring and training 
Political action committees 
Ethnic groups business support 
Religious practices 

 

0.841 
0.786 
0.786 
0.489 

 

Building and ground beautification 
Arts and cultural activities 
Community renewal and revitalisation 
Handicap hiring and training 
Charitable and philanthropic activities 

  

0.798 
0.769 
0.525 
0.505 
0.453 

 
The finding supports the argument proposed by Chapple and Moon (2005). They claim that although 

different countries in Asia focus on different aspect of CSR, most of the business corporations in developing 
countries such as Malaysia are more associated with community and environmental commitments. Culture and 
philanthropic activities are other programmes that have received support from financial industry in Malaysia. 
This is clear evidence that business corporations in Malaysia are strongly committed to support the Government 
aspiration to inculcate a good practice of social responsibility among business community. 

 
Conclusion: 

 
This article observes the issue of CSR in Malaysia by measuring CSR commitment in the financial services 

industry. As a developing country, Malaysia has many challenges and deadlines to beat to cross over the other 
side of the world. However, there is an increasing concern about CSR in recent years among the academicians, 
government and general public. CSR initiatives have been seen as a platform to position Malaysian companies 
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in the global market. The duty of making the country’s dream to come true should not be left to the Government 
alone. Every Malaysian citizen and every economic sector in the country has roles to play. The contribution of 
the business community will not only be measured by the taxes they pay to the Government, but also through 
their contribution to the preservation and protection of the environment and the social welfare of the 
communities in which they operate.  
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