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ABSTRACT

As China's economy grows, the real estate industry has become an important engine,
but high indebtedness and financial insecurity have been highlighted.In 2021, the
Chinese government launched the “Three Red Lines ” policy, which restricts the
ability of real estate companies to raise capital. This study examines the impact of
corporate social responsibility (CSR) on financial performance and its role in
mitigating the policy pressure using a sample of Chinese A-share listed real estate
companies.Based on the CSR scores and financial data of real estate firms from
2010 to 2023, the study examines: (1) the positive impact of CSR on financial
performance (ROE); (2) the impact of CSR on commercial credit; and (3) the
buffering effect of CSR on financial stability (liquidity ratio) under the policy of
“ three red lines ” . The results show that CSR has a significant positive effect on
ROE and current ratio, but the relationship with trade credit is not significant,
probably due to the lack of supplier confidence caused by the economic downturn.

This study expands the moderating role of CSR on firm behavior under the policy
environment and bridges the gap of related studies in China's real estate industry.
The practical significance lies in providing support for firms to improve their
financial status by enhancing CSR and providing new perspectives for policy
makers to promote sustainable development. It is recommended that real estate
firms increase CSR investment to enhance financial performance and stress
resistance, and future research is encouraged to explore the mechanism of CSR's
role in different contexts.

Keywords: Corporate Social Responsibility (CSR), Financial Performance, China's
Real Estate Industry, Three Red Lines Policy, Return on Equity (ROE),Current
Ratio,Trade Credit
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ABSTRAK

Seiring pertumbuhan ekonomi China, industri hartanah telah menjadi enjin penting,
tetapi isu hutang tinggi dan ketidakstabilan kewangan turut muncul. Pada tahun 2021,
kerajaan China melancarkan dasar “Tiga Garis Merah” yang mengehadkan keupayaan
syarikat hartanah untuk mendapatkan modal. Kajian ini meneliti kesan tanggungjawab
sosial korporat (CSR) terhadap prestasi kewangan dan peranannya dalam mengurangkan
tekanan dasar tersebut dengan menggunakan sampel syarikat hartanah tersenarai A-share
di China.

Berdasarkan skor CSR dan data kewangan syarikat hartanah dari tahun 2010 hingga
2023, kajian ini menilai: (1) kesan positif CSR terhadap prestasi kewangan (ROE); (2)
kesan CSR terhadap kredit perdagangan; dan (3) kesan penampan CSR terhadap
kestabilan kewangan (nisbah kecairan) di bawah dasar “Tiga Garis Merah”. Hasil kajian
menunjukkan bahawa CSR mempunyai kesan positif yang signifikan terhadap ROE dan
nisbah semasa, tetapi hubungan dengan kredit perdagangan tidak signifikan, mungkin
disebabkan oleh kekurangan keyakinan pembekal akibat kemelesetan ekonomi.

Kajian ini memperluaskan peranan penyederhanaan CSR terhadap tingkah laku firma
dalam persekitaran dasar dan mengisi jurang kajian berkaitan industri hartanah di China.
Kepentingan praktikalnya ialah menyediakan sokongan kepada syarikat untuk
memperbaiki status kewangan mereka melalui peningkatan CSR serta memberi
perspektif baharu kepada pembuat dasar untuk mempromosikan pembangunan mampan.
Kajian ini mengesyorkan syarikat hartanah meningkatkan pelaburan dalam CSR untuk
meningkatkan prestasi kewangan dan daya tahan tekanan. Kajian masa depan digalakkan
untuk meneroka mekanisme peranan CSR dalam konteks yang berbeza.

Kata Kunci: Tanggungjawab Sosial Korporat (CSR), Prestasi Kewangan, Industri
Hartanah China, Dasar Tiga Garis Merah, Pulangan Atas Ekuiti (ROE), Nisbah Semasa,
Kredit Perdagangan.



vi

ACKNOWLEDGEMENT

Here, I have completed this thesis with great gratitude, and I sincerely thank all the
people who have helped and supported me in this process.

At first, I want to extend my gratitude specially to my supervisor, Dr. Dzarfan
Abdul Kadir. For the whole period of time on the research, you provided me with
important advice which helped me to have the constant academic improvement.

Secondly, I would like to thank all the lecturers at Universiti Utara Malaysia
Business School for your tireless teaching in the classroom and your academic
support and encouragement. The knowledge you imparted and the experience you
shared have laid a solid foundation for my research and made me full of confidence
in my study.

At the same time, I would like to thank my classmates, especially those who gave
me a helping hand when I was in trouble. Your help has made me feel the warmth
of friendship and the power of teamwork. I feel very lucky to learn and grow
together with you.

Finally, I would like to thank everyone who has helped me in this journey. It is
because of your support that I can successfully complete this thesis. May we
achieve greater achievements in our academic and professional paths in the future.



vii

TABLE OF CONTENTS

TITLE.............................................................................................................................i

CERTIFICATION OF THESIS WORK...................................................................ii

PERMISSION TO USE..............................................................................................iii

ABSTRACT............................................................................................................... iv

ABSTRAK................................................................................................................... v

ACKNOWLEDGEMENT........................................................................................ vi

TABLE OF CONTENTS......................................................................................... vii

LIST OF FIGURES ..................................................................................................xii

LIST OF ABBREVIATIONS................................................................................. xiii

CHAPTER ONE INTRODUCTION........................................................................ 1

1.0 Introduction ...........................................................................................................1

1.1 Background of the Study ......................................................................................2

1.2 Problem Statement ............................................................................................... 6

1.3 Research Questions ...............................................................................................7

1.4 Research Objectives ..............................................................................................8

1.5 Scope of the Study .................................................................................................9

1.6 Significance of the study .......................................................................................9
1.6.1 Theoretical Significance ...................................................................................... 9
1.6.2 Practical Significance .......................................................................................... 9

1.7 Limitations ...........................................................................................................10

1.8 Key Definition of Terms .....................................................................................10

1.9 Organization of the Study .................................................................................. 12

CHAPTER TWO LITERATURE REVIEW.........................................................14



viii

2.1 Introduction .........................................................................................................14

2.2 Corporate Social Responsibility（CSR） ........................................................ 15

2.3 Financial Performance ....................................................................................... 17

2.4 Past Studies ..........................................................................................................19
2.4.1. The relationship between CSR and profitability（ROE） .............................. 19
2.4.2.The relationship between CSR and corporate trade credit ................................ 21
2.4.3. CSR serves as a buffer against policy pressures ...............................................23

2.5 Other control variables ..................................................................................... 24
2.5.1 Firm Size ............................................................................................................24
2.5.2 Firm Ages .......................................................................................................... 25
2.5.3 Financial leverage ..............................................................................................25
2.5.4 State-owned Enterprise ......................................................................................26
2.5.5 Percentage of the Largest Shareholder .............................................................. 26

2.6 Underlying Theory ..............................................................................................26
2.6.1 Stakeholder Theory ............................................................................................26
2.6.2 Signaling Theory ............................................................................................... 27
2.7 Research Gaps ...................................................................................................... 28
2.8 Chapter Summary ................................................................................................. 29

CHAPTERTHREEMETHODOLOGY.................................................................31

3.0 Introduction .........................................................................................................31

3.1 Proposed Research Framework ........................................................................ 31

3.2 Hypothesis Development .................................................................................... 32
3.2.1 CSR and corporate profitability(ROE). ............................................................. 32
3.2.2 CSR and Corporate Trade Credit. ......................................................................33
3.2.3 The buffering effect of CSR under policy pressure ...........................................34

3.3 Research Design .................................................................................................. 35
3.4 Measurement of Variable ......................................................................................37
3.4.1 Dependent Variables ..........................................................................................37
3.4.2 Independent Variables ....................................................................................... 37
3.4.3 Control Variables ...............................................................................................38

3.5 Sources of Data .................................................................................................. 40

3.6 research sample and Sample Size ......................................................................40

3.7 Data collection process ...................................................................................... 41



ix

3.8 Ethical Consideration ........................................................................................42

3.9 Data Analysis Technique ..................................................................................42

3.10 Conclusion ......................................................................................................... 43

CHAPTER FOUR RESULTS AND DISCUSSION.............................................. 45

4.1 Introduction .........................................................................................................45

4.2 Data screening .....................................................................................................45

4.3 Preliminary Analysis (Descriptive analysis) .....................................................46
4.3.1 Descriptive analysis of hypothesis 1: ................................................................ 46
4.3.2 Descriptive analysis of hypothesis 2: ................................................................ 47
4.4.3 Descriptive analysis of hypothesis 3: ................................................................ 48

4.4 Normality Test .....................................................................................................49

4.5 Inferential analysis ..............................................................................................50
4.5.1 Pearson Correlation analysis for H1 .................................................................. 50
4.5.2 Pearson Correlation analysis for H2 .................................................................. 51
4.5.3 Pearson Correlation analysis for H3 .................................................................. 51

4.6 Regression Analysis ............................................................................................ 55

4.7 Result and Discussion ......................................................................................... 58

4.8 Robustness Test ...................................................................................................63

4.9 Chapter Summary .............................................................................................. 64

CHAPTER FIVE CONCLUSION AND RECOMMENDATION....................... 66

5.1 Introduction .........................................................................................................66

5.2 Summary of Findings ......................................................................................... 66
5.2.1 The relationship between CSR and financial performance ............................... 66
5.2.2 Moderating effect of policy influence ............................................................... 66

5.3 Recommendations ...............................................................................................67
5.3.1 Strengthen the CSR strategy to improve the long-term stability of enterprises 67
5.3.2 Using CSR to develop green financing channels .............................................. 68
5.3.3 Using CSR to enhance consumer confidence and rebuild market trust .............69

5.4 Contributions of the Study .................................................................................70
5.4.1 Empirical Contribution ...................................................................................... 70



x

5.4.2 Practical Contribution ........................................................................................70

5.5 Limitations of the Study .....................................................................................72

5.6 Suggestions for Future Study ............................................................................ 73

5.7 Conclusion ........................................................................................................... 73

6.0 Reference List ......................................................................................................75



xi

LIST OF TABLES

Table 3.1 The definitions of variables applied to the empirical model 39
Table 3.2 Summary of Sample period, sample quantity and source 42
Table 4.1 Descriptive analysis of hypothesis 1 46
Table 4.2 Descriptive analysis of hypothesis 2 47
Table 4.3 Descriptive analysis of hypothesis 3 48
Table 4.4 Summary of Skewness and Kurtosis of Variables 49
Table 4.5 Pearson Correlations Matrix for H1 53
Table 4.6 Pearson Correlations Matrix for H2 53
Table 4.7 Pearson Correlations Matrix for H3 54
Table 4.8 Regression Results for H1 55
Table 4.9 Regression Results for H2 56
Table 4.10 Regression Results for H3 57



xii

LIST OF FIGURES
Figure 3.1 Research Framework 32



xiii

LIST OF ABBREVIATIONS

CSR Corporate Social Responsibility
CSMAR China Stock Market & Accounting Research
SPSS Statistical Product and Service Solutions
VIF Variance Inflation Factor



1

CHAPTER ONE INTRODUCTION

1.0 Introduction

Corporate Social Responsibility (CSR) underlines a company’s social, economic,

environmental and ecological responsibilities. It stresses the importance of balancing the

pursuit of corporate profits with contributions to ethical practices, societal well-being,

and environmental sustainability.As defined by Carroll (1991), CSR includes four

hierarchical levels: economic, legal, ethical and humane responsibilities. According to

this framework, businesses should provide economic and legal requirements in addition

to ethical behaviors and commitments to promoting social responsive activities.

With the rapid development of China's economy, it is inevitable to bring a series of

social and environmental problems, such as industrial pollution to the environment, food

safety problems on people's health and so on. In order to solve these problems, the

Chinese government has successively issued social and environmental related policies,

such as the Guide to Corporate Social Responsibility (The State Council, 2016) and the

Work Safety Standard (The State Council, 2017). The introduction of these policies

shows that the government attaches great importance to society and the environment,

and also makes enterprises realize that corporate social responsibility is an important

means to coordinate the development of enterprises and social interests (Kotler & Lee,

2005), and is an effective way to achieve sustainable development of enterprises.

Fulfilling social responsibility can improve corporate image and market competitiveness,

thus improving corporate financial performance.Moreover, CSR has been characterized

as a practical paradigm for the long-term growth of companies and the creation of a
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