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Abstract

The significance of environmental, social, and governance (ESG)
performance has increased substantially as organizations seek to
maximize long-term value creation through the alignment of
shareholder objectives with broader stakeholder interests,
enhanced organizational legitimacy, risk mitigation, reputational
advancement, and stakeholder trust. Despite its nascent stage in
Vietnam, ESG practices demonstrate potential for enhancing
corporate financial performance. This research examines the impact
of ESG configurations — defined as the interrelationships among
the three ESG pillars rather than isolated effects — on the financial
performance of Vietnamese listed manufacturing firms through
the application of fuzzy-set qualitative comparative analysis
(fsQCA) (Liu et al., 2022; Ragin, 2008b). The empirical evidence
indicates improvement in ESG performance among listed
manufacturing firms from 2017 to 2021. Moreover, the analysis
identifies three distinct causal configurations associated with high
financial performance, with the social pillar emerging as
a fundamental component of these configurations. These empirical
findings provide strategic implications for Vietnamese
manufacturing firms seeking to optimize their ESG practices and
financial outcomes, underscoring the necessity of implementing
a comprehensive ESG framework with particular emphasis on social
factors as critical determinants of financial success in this sector.

Keywords: Financial Performance, ESG, fsQCA, Manufacturing Firms,
Vietnam

Authors’ individual contribution: Conceptualization — T.K.O.N;
Methodology — T.K.O.N.; Formal Analysis — T.K.O.N.; Writing —
Original Draft — T.L.H.N.; Writing — Review & Editing — T.K.O.N,;
Supervision — T.K.O.N.

Declaration of conflicting interests: The Authors declare that there is no
conflict of interest.

®
NTERPRESS
VIRTUS

81


https://doi.org/10.22495/jgrv14i3art8

Journal of Governance and Regulation / Volume 14, Issue 3, 2025

1. INTRODUCTION

Environmental, social, and governance (ESG)
performance, a proxy for corporate social
responsibility (CSR) and sustainability, has increased
its importance and attracted great attention from
market participants and academic researchers
recently (Khan, 2022; Wan et al., 2023). Motives for
ESG performance lie in the pursuit of the long-term
wealth of the firm by aligning the shareholder’s goal
of value maximization and other stakeholders’
interests (Freeman, 2002, 2010), and reinforcing
the firm legitimacy (Archel et al., 2009; Suchman,
1995) with institutional reasons (DiMaggio & Powell,
1983). Firms with high ESG performance are more
likely to financially perform better than their
counterparts (Chen et al, 2023; Friede et al.,, 2015;
Mohammad & Wasiuzzaman, 2021; Tsang et al., 2023),
which might be a result of gaining the trust of
stakeholders, and accumulatively improving firms’
reputation in their contributions to global
sustainable development goals (Chen et al., 2023).
Also, better ESG performance helps to reduce firms’
idiosyncratic risk by minimizing investors’ opinion
divergence (He et al., 2022), firm financing constraints
(He et al., 2023), corporate risk (Chang et al., 2021),
cash flow risk (Cheng & Feng, 2023), and increase
firm competitive advantages (Jasni et al., 2020;
Mohammad & Wasiuzzaman, 2021).

ESG practices vary between firms globally. ESG
performance was higher in developed countries
compared to developing countries (Bhatia & Makkar,
2020), which is because of variations of ESG
practices between firms due to differences in
developmental stages in different countries (Chapple
& Moon, 2005). While developed countries in Europe,
Oceania, and Northern America ESG reached
a full-grown stage of ESG disclosure, this practice is
spreading out with a steady expansion in Asia
(Halkos & Nomikos, 2021). ESG practice is translated
and adapted to ESG Western mainstreams to
a specific context of developing countries based on
meaningful understanding and practical CSR
applications (Jamali et al., 2017).

ESG scoring of listed firms in developed
countries is provided by various rating agencies,
including Bloomberg, MSCI, Russell, and S&P Global
(Luo et al., 2023). These agencies collect ESG firms’
data sources (sustainability reports or corporate
management reports) and then grade ESG
performance to provide ESG scores, which are
subsequently used for investment purposes by
institutional investors (Shen et al., 2023).

The relationship between ESG performance and
value of the firm is supported by stakeholder theory
(Dung et al., 2024; Ghofar et al., 2024; Tran &
Nguyen, 2023). Recent studies have largely established
a positive relationship between ESG performance
and financial outcomes (Bodhanwala & Bodhanwala,
2023; Kalyani & Mondal, 2024; Parikh et al., 2023;
Shanaev & Ghimire, 2022; Wong et al, 2021).
However, some studies present contrasting findings
(Duque-Grisales & Aguilera-Caracuel, 2021; Whelan
etal., 2021).

This study aims to comprehensively examine
ESG practices in Vietnamese listed manufacturing
companies and their impact on firms’ financial
performance. The primary objectives are twofold:
firstly, to evaluate the ESG pillars specific to
the Vietnamese manufacturing industry, and secondly,
to elucidate the relationships between these ESG
pillars and the financial outcomes of manufacturing
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firms in Vietnam. To achieve these objectives,
the research addresses two key questions:

RQI:How well do listed Vietnamese
manufacturing firms perform on the three ESG
pillars?

RQ2: Which configurations of E, S, and G pillars
result in high financial performance?

Vietnam was selected to conduct this research
for several reasons. First, the ESG rating of
Vietnamese-listed firms has not been provided by
any domestic or international rating agencies. This
absence of an ESG score hinders the improvement of
ESG practices and leaves Vietnam far behind other
countries in ESG disclosure and ESG performance
(PricewaterhouseCoopers [PWC] Vietnam, 2022). ESG
is crucial for Vietnam’s sustainable development, as
the country could face losses of USD 523 billion
(14.5% of gross domestic product (GDP)) by 2050
due to climate change. From 2016 to 2030, Vietham
could attract USD 753 billion in climate investments.
The country recently received a USD 15.5 billion
commitment from the Group of Seven (G7) for coal
use reduction. In 2021, Vietham issued
USD 1.5 billion green bonds, ranked second in
the Association of Southeast Asian Nations (ASEAN),
a fivefold increase from 2020. As Vietnam
prioritizes sustainability, ESG adoption becomes
critical for businesses seeking long-term success
(Tiép, 2023).

Second, the Ministry of Finance requires listed
Vietnamese firms to disclose some aspects of ESG
performance as stated in Circular No. 155/2015/TT-
BTC' (Hieu et al., 2019). A firm’s performance on E, S,
and G are required by various laws, and regulations
in each field (PWC Vietnam, 2022). Most firms
disclose their ESG performance in annual reports.
Besides that, a growing number of listed firms have
started to disclose their ESG performance in
sustainability reports based on the Global Reporting
Initiative (GRI) framework (Khuong et al., 2020).
Although ESG reporting is not a common practice,
firms are willing to practice ESG. About 36% of
234 surveyed enterprises are in the planning phase
for ESG practices, and 44% of them commit to
practicing ESG, which is mainly because of external
pressures from customers, employees, and
investors. Currently, governance is prioritized by
62% of surveyed companies rather than social and
environmental responsibilities. Challenges for ESG
practices in Vietnam lie in inadequate governance
mechanism, leadership, a set of ESG indicators, and
guidelines for data collection of those indicators.
About 20% of surveyed companies have no
commitment of ESG practices because of inadequate
ESG knowledge and understanding and a shortage of
clear guidelines. Among listed companies, only 35%
planned and committed to ESG practices (PWC
Vietnam, 2022).

Third, there have been relatively few ESG
studies in Vietnam since 2000. Minh et al. (2022)
review prior studies on CSR by analyzing 143 articles
published in the last 21 years (2000-2020) and
conclude a growing concern on CSR of both
practitioners and researchers. The study points out
that the study on ESG is still under-researched:
a majority of published articles focused on “social”
(62%), whereas only 12% of publications were on
the “environmental” theme (Minh et al, 2022).

! https://thuvienphapluat.vn/van-ban/EN/Chung-khoan/Circular-No-155-
2015-TT-BTC-information-disclosure-on-securities-market/294304/tieng-
anh.aspx
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A recent review conducted by Wahyuningrum et al.
(2023). Found Vietnam ranked relatively low in
publishing studies. Also, most studies on
environmental responsibility disclosure. ESG studies
in Vietham were devoted to investigating
the determinants of CSR. There were a few studies
that provided empirical evidence on CSR impacts in
the context of Vietnam (Minh et al., 2022).

This study focuses on Vietnam’s manufacturing
sector due to its economic significance and growing

engagement with CSR. Manufacturing firms,
traditionally associated with significant
environmental impacts, have shown increased

concern for environmental protection and climate
change mitigation, even amidst the economic
challenges posed by the COVID-19 pandemic
(Mora-Contreras et al., 2023).

This study employed qualitative content
analysis to score ESG performance, followed by
fuzzy-set qualitative comparative analysis (fsQCA) to
examine the relationship between ESG practices and
financial performance in manufacturing firms
(Kumar et al., 2022; Pappas & Woodside, 2021; Ragin
& Amoroso, 2011). Initially, a scoring method was
used to evaluate ESG pillars against GRI standards,
converting qualitative data into quantitative metrics.
Subsequently, fSQCA was applied to investigate how
various combinations of ESG factors influence return
on assets (ROA) across multiple cases. This
methodological framework allows a nuanced
exploration of complex, non-linear relationships
between ESG configurations and financial outcomes
in the manufacturing sector through a five-step
analysis: 1) data preparation (cases, outcomes, and
conditions), 2) data calibration of conditions and
outcomes, 3)analysis of mnecessary conditions,
4) constructing a truth table, and 5) analysis of
conditional configuration based on the truth table
(Liu et al., 2022).

The results provide a comprehensive evaluation
of ESG performance among listed manufacturing
firms in Vietnam from 2017 to 2021. Also,
the findings reveal three causal paths leading to
high return on investment, highlighting the social
pillar as a core component, often combined with
environmental and/or governance factors. Our study
has several contributions. Firstly, the study reveals
the ESG performance of the largest listed
Vietnamese manufacturing firms. Second, it provides
empirical evidence on the relationship between ESG
practices and financial performance from
a configuration perspective rather than focusing on
the net effect of a single ESG pillar.

The structure of this paper is as follows.
Section 2 reviews the relevant literature. Section 3
presents the research methodology for scoring ESG
performance and analyzing causal configurations for
high financial performance. The results are
presented in Section 4, followed by a discussion in
Section 5. Section 6 concludes the paper with
conclusions, implications, limitations, and
suggestions for future research.

2. LITERATURE REVIEW

2.1.Global Reporting Initiative Standards and
environmental, social, and governance performance

As stakeholders increasingly prioritize sustainability,
firms adopt CSR reporting frameworks to improve
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their corporate accountability and standardization in
sustainability reporting practices across industries
(Halkos & Nomikos, 2021). Among various disclosure
frameworks, the GRI has emerged as a prominent
guide, widely recognized and globally employed
(Leeson & Kuszewski, 2023; Li et al., 2024).
GRI guidelines provide a comprehensive, globally
applicable sustainability reporting structure with
a distinguishing characteristic of advocacy for
independent verification of sustainability
performance data (Perello-Marin et al., 2022). This
GRI framework facilitates organizational disclosure

on their governance practices, environmental
impacts, and social performance, significantly
enhancing  organizational transparency and

accountability (Brown et al., 2009; Lamprinidi &
Kubo, 2008; Li et al., 2024).

This study employs a comprehensive approach
to measuring ESG performance using the GRI
standards (Li et al.,, 2024). The governance pillar,

based on GRI2: General Disclosures 20217
comprises thirteen disclosures (2-9 to 2-21),
providing a thorough assessment of an

organization’s governance structure, composition,
and processes. The environmental pillar, based on
GRI 300-2016 standards (GRI 301-308),
comprehensively evaluates an organization’s
ecological impact and resource management. The
social pillar, GRI 400-2016 (GRI 401-418), evaluates
an organization’s social impacts and management
practices (Abu Al-Haija et al., 2021; Khan et al., 2023;
Liu et al., 2022; Nial & Parashar, 2024).

2.2. Stakeholder theory

Stakeholder theory, formally introduced by Freeman
(1984), argues that firms should create values for
multi-stakeholders  rather than  solely for
shareholders since firms are inherently part of
a broader ecological and socio-economic ecosystem,
necessitating the cultivation of relationships with
diverse stakeholders (Freeman, 2002, 2010). Firms
have a moral obligation to consider the interests of
all stakeholders. While achieving financial outcomes,
stakeholders should be prioritized as the “end”
rather than the “means” (Donaldson & Preston,
1995). In the field of accounting and finance,
Jensen (2010) argues that stakeholder-oriented
management practices lead to financial performance
due to consistency between shareholder value
maximization and corporate fulfillment of ethical
responsibilities towards all stakeholders. Thus,
ESG practices can significantly contribute to
shareholders’ value creation in the long run (Talan
et al., 2024; Veeravel et al., 2024).

2.3.Environmental, social, and
performance and financial performance

governance

The stakeholder theory provides a comprehensive
explanation of the relationship between ESG
practices and financial outcomes in the modern
business context (Talan et al., 2024). These practices
foster positive communication between firms and
their consumers, thereby building customer trust
and loyalty, appealing to socially conscious investors
(Min et al., 2023), minimizing transaction and agency

2 https://www.globalreporting.org/publications/documents/english/gri-2-
general-disclosures-2021/
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costs, leading to enhanced operational and
managerial efficiencies (Ghoul et al, 2017),
improving corporate reputation and capital access
(Wong et al., 2021), and subsequently enhancing
financial performance and firm value (Ghoul et al., 2017;
Inamdar, 2024; Min et al., 2023; Wong et al., 2021).
Contemporary research has predominantly
identified positive impacts of ESG practices on
various financial indicators (Inamdar, 2024; Whelan
et al., 2021). However, the literature also presents
some conflicting evidence. For example, Duque-Grisales
and Aguilera-Caracuel (2021) found a negative
correlation between ESG practices and
multinationals’ financial outcomes in Latin America,
while Liu et al. (2022) demonstrated that different
ESG configurations can lead to varied financial
outcomes in new energy companies. A comprehensive
review by Whelan et al. (2021), examining over
a thousand studies in a five-year period (2015-2020),
provides a broader perspective. Their findings
indicate that 58% of studies reported positive effects

of ESG practices on financial performance, 13%
showed a neutral effect, 21% presented mixed
results, and only 8% found a negative correlation.
This meta-analysis underscores the predominantly
positive, albeit complex, nature of the ESG-financial
performance relationship. Therefore, this study
attempts to identify causal configurations leading to
high financial performance of the largest Vietnamese
listed manufacturing firms listed on the Ho Chi Minh
Stock Exchange (HOSE).

3. RESEARCH METHODOLOGY

3.1. Sample and data collection

This study examined the 43 largest listed
manufacturing companies included in the VN100
index (Table 1) on the HOSE. Data were collected
from the sustainability and annual reports of these
companies over a five-year period (2017-2021).

Table 1. Stock symbols of 43 firms included in the VN100 index, listed on the HOSE in Vietnam

No. Stock symbol No. Stock symbol No. Stock symbol No. Stock symbol

1 AAA 12 GEX 23 NT2 34 REE
2 BMP 13 GMD 24 PAN 35 SAB
3 BWE 14 HBC 25 PC1 36 SBT
4 CTD 15 HNG 26 PHR 37 SCS
5 DBC 16 HPG 27 PLX 38 TMS
6 DCM 17 HSG 28 PNJ 39 VCG
7 DGC 18 HT1 29 POW 40 VGC
8 DHC 19 IMP 30 PPC 41 VHC
9 DPM 20 KDC 31 PTB 42 VNM
10 GAS 21 MSN 32 PVD 43 VSH
11 GEG 22 NKG 33 PVT

3.2. Measurement

3.2.1. Evaluation of environmental, social and
governance performance by qualitative content
analysis

Due to the absence of standardized ESG ratings in
Vietnam, this study employs qualitative content
analysis to evaluate ESG performance. This method,
as defined by Krippendorff (2019), involves
a systematic examination of written documents,
converting qualitative information into categorized,
quantitative data, enabling systematic numerical
analysis, and cross-organizational comparisons.
Although labor-intensive, this widely used method
offers advantages in transparency, replicability, and
adaptability to local contexts, considering for
assessing sustainability reporting quality and scoring
ESG performance (Abu Al-Haija et al, 2021;
Dissanayake et al., 2016; Khan et al., 2023; Nial &
Parashar, 2024).

In this study, a fully disclosed performance
dimension was scored 10 points. The scores for E, S,
G pillars are 70 points (seven performance
dimensions from GRI 301 to GRI 306 and GRI 308),
180 points (eighteen performance dimensions from
GRI401 to GRI418), and 130 points (thirteen
performance dimension from GRI 2-9 to GRI 2-21).
In each performance dimension, a fully disclosed
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indicator was scored as follows. A fully disclosed
indicator = 10 / the number of indicators under
a performance dimensions. For example, a fully
disclosed of GRI 301 (Materials) gains 10 points.
This performance dimension has three indicators, so
each fully disclosed indicator gains a 10/3 score.

3.2.2. Financial performance

Return on assets was selected as the financial
performance measure in this study, computed by
dividing a company’s net income by its average total
assets. This indicator measures firm efficiency,
providing insight into the company’s overall
financial health and operational effectiveness.

3.3. Fuzzy-set qualitative comparative analysis

Fuzzy-set qualitative comparative analysis refers to
asymmetrical techniques using the logic of
configuration to predict and explain real-world
business phenomena, capturing combinations of
conditions that are sufficient for occurrence of
an outcome rather than focusing on the net effect of
a single variable, as in regression analysis (Kumar
etal., 2022; Pappas & Woodside, 2021; Rihoux &
Ragin, 2009). Figure 1 shows the fsQCA framework
to investigate ESG configurations leading to high
financial performance.

@
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Figure 1. Proposed framework of the study

Environmental (E)

Governance (G)

Source: Liu et al. (2022).

The strength of qualitative comparative
analysis (QCA) lies in its ability to identify and
simply logically articulate statements describing
conditional combinations leading to specific
outcomes. Each configuration represents a unique
set of interrelated causal variables that result in
an observed outcome of interest. By synthesizing
key concepts from both qualitative and quantitative
analytical traditions, QCA provides a robust framework
for investigating complex causal relationships,
particularly in scenarios where conventional
quantitative methods may be inadequate. This
versatile approach has been successfully applied
across diverse fields (Ragin, 2014).

The sample size of 43 listed manufacturing
firms is well-suited for fsQCA analysis (Zhu et al.,
2021), enabling examination of complex interactions
between ESG factors and financial performance that
traditional regression analysis might not capture
(Llopis-Albert et al., 2021).

Two key parameters, consistency and coverage,
are crucial for interpreting fsQCA results (Liu et al.,
2022). If X is the membership in a combination of
conditions, and Y is the membership in the outcome.
These two parameters can be calculated as follows:

First consistency is calculated as consistency
X <Y) = Ymin(X;, Y;)/2X;, showing how consistently

High financial
ferformance

a particular ESG configuration (X) leads to a desired
financial outcome (Y). Here, X; represents
the membership score of a firm in an ESG
configuration, while Y; is its score in the financial
outcome. This yields a score between 0 and 1, with
higher  values  indicating stronger  causal
relationships. A consistency threshold of 0.9 or
higher will be used to determine causally relevant
ESG configurations (Fiss, 2011).

Second, coverage is calculated as coverage
(X <Y) = Ymin(X;,Y;)/2Y;, quantifying the extent to
which specific combinations of ESG practices
account for positive financial outcomes (Ragin, 2008b).
Higher coverage values indicate that certain ESG
configurations have greater explanatory power in
relation to financial performance, suggesting more
empirical importance in the Viethamese manufacturing
context (Schneider & Wagemann, 2012).

FsQCA 4.0 (2022 version) is commonly used for
QCA analysis. Conditions are E, S, and G scores
obtained through a scoring method, with higher
scores indicating better performance (Liu et al., 2022).
The outcome is financial performance (FP),
measured by ROA, consistent with previous studies
(Chen et al., 2023).

Figure 2 presents the fsQCA data analysis
procedure and research process.

Figure 2. FsQCA data analysis procedure and research process

Configuration

FsQCA Research process
Case Relationship between E,
S, G, and FP
&
A
Data calibration v

perspective

How do different
A configurations of ESG
pillars impact FP?

Analysis of necessary \_ J
conditions
<:| Sample selection
\ 4
\ 4
Manufacturing
Constructing a truth companies ’
table
A 4

Sufficiency analysis

FsQCA analysis ’

Source: Liu et al. (2022).
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Data analysis consists of five steps. First,
the dataset file (.csv) being compatible with
the fsQCA software, was prepared. Second, data
calibration was conducted to transform raw data
into fuzzy sets. Third, in analyzing necessary
conditions, we assess whether the outcome set is
a subset of each condition set. Fourth, we created
a truth table, which lists combinations of preconditions
leading to an outcome, determining conditional
configurations and their relationship to the outcome.
Fifth, based on the truth table, conditional
configurations were analyzed, allowing identification
of core conditions and peripheral conditions.

4, RESULTS

4.1. Description of environmental, social, and
governance performance and financial performance

Figure 3 illustrates the trend of ESG performance of
listed manufacturing firms in Vietham from 2017 to
2021. The overall ESG score shows a consistent
upward trend, rising from 15.80 in 2017 to a peak of
18.07 in 2020, before slightly declining to 17.79 in
2021. Breaking down the components, the G pillar
demonstrates the highest scores throughout
the period, increasing from 7.33 in 2017 to 8.92 in
2021, indicating a strong focus on improving
corporate governance practices. The S pillar shows
moderate growth, starting at 6.26 in 2017 and
reaching 6.29 in 2021, with a peak of 8.81 in 2020.
The E pillar, while having the lowest scores, exhibits
steady improvement from 2.21 in 2017 to 2.58 in
2021. This trend suggests that Vietnamese listed
manufacturing companies have made significant
progress in their overall ESG performance over
the five-year period, with particular emphasis on
governance improvements, while environmental
practices, despite showing growth, may require
further attention and development.

Figure 3. Environmental, social, and governance
performance over five years (2017-2021)

20,00
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g
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Figure 4 depicts the ROA trend for listed
manufacturing companies in Vietnam from 2017 to
2021, showing an overall decline. ROA peaked at
12% in 2017, steadily decreased to 9% by 2019,
briefly recovered to 10% in 2020, and then fell back
to 9% in 2021. This pattern indicates a general
decrease in profitability relative to total assets over
the five-year period, with a total drop of three
percentage points. This trend suggests that
Vietnamese manufacturing companies faced ongoing
challenges in maintaining profitability and
asset efficiency, possibly due to factors such as
increased competition, rising costs, or changes in
the business environment.

Figure 4. Return on assets over five years
(2017-2021)

14%
12%

12%

10% 10%

10% 9% 9%
i\:. 8%
S 6%
4%
2%
0%
2017 2018 2019 2020 2021
Years

4.2. Data calibration

Data calibration refers to the process of assigning
membership degrees to a fuzzy set as a group
(Ragin, 2008a). The values of 0.95, 0.50, and 0.05
were chosen as three thresholds, which denote full
membership, the crossover point, and full
non-membership, respectively. These three
thresholds enable data to be converted into a log
odds index ranging from 0 to 1. The absolute values
of one (1) and zero (0) were not used as breakpoints
because these two values correspond to positive and
negative infinity, respectively, for the log of the odds
(Ragin, 2008a).

Instead, we employed indirect calibration using
percentiles function in SPSS. The percentile
approach is useful for calibrating any measurement
regardless of its initial value (Liu et al., 2022;
Paolone et al., 2022). The values 0.95, 0.50, and 0.05
percentiles were selected as the three thresholds,
which were subsequently transformed into fuzzy
sets with values of 1 for full membership, 0.5 for
the crossover point, and O for full non-membership,
respectively. After data calibration, E, S, and G were
coded as E2, S2, and G2. Table 2 presents descriptive
statistics for variables, generated using SPSS, before
their transformation into fuzzy membership scores.
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Table 2. Three thresholds of variables

Year Variables 95th percentiles 50th percentiles 5th percentiles
E 4.8 2.4 0
S 13.2 5.1 0.8
2017 G 12 7.1 2.9
ROA 34% 8% 2%
ROE 37% 16% 5%
E 5.3 2.5 0.1
S 13.2 4.8 2.0
2018 G 12 7.6 5.2
ROA 32% 8% 1%
ROE 38% 15% 1%
E 5.1 2.5 0.4
S 13.4 6.2 2.1
2019 G 12.8 8.5 5.6
ROA 27% 7% 1%
ROE 33% 12% 1%
E 5.1 2.5 0.4
S 13.4 6.2 2.1
2020 G 12.8 8.5 5.6
ROA 27% 7% 1%
ROE 44% 13% 1%
E 5.1 2.5 0.4
S 12.3 5.1 2.5
2021 G 12 8.5 6.6
ROA 32% 7% 0%
ROE 40% 12% 0%

Note: E: environmental, S: social, G: governance, ROA: return on assets, and ROE: return on equity. E, S, and G are the original amounts.

4.3. Analysis of necessary conditions

A preliminary analysis examines individual ESG
pillars as necessary conditions for high FP, using
a consistency threshold of 0.9 (Fiss, 2011).
Conditions exceeding this threshold are considered
necessary and should have coverage above 0.5 to
demonstrate empirical relevance (Schneider &
Wagemann, 2012). Table 3 shows that all ESG pillars

show consistency values below 0.9 from 2017 to
2021 (Fiss, 2011), indicating that none of the individual
ESG pillars are necessary conditions for high FP in
Vietnamese manufacturing firms. The absence of
necessary conditions implies that the financial
outcomes of these firms are likely impacted by
complex combinations of individual ESG factors,
rather than by any single pillar in isolation.

Table 3. Necessary conditions for high return on assets and return on equity

.. High ROA [ High ROE
Year Conditions - n
Consistency Coverage Consistency Coverage
E2 0.7 0.63 0.68 0.66
~E2 0.72 0.63 0.70 0.66
2021 S2 0.73 0.64 0.71 0.67
~S2 0.64 0.57 0.63 0.61
G2 0.69 0.61 0.67 0.64
~G2 0.74 0.66 0.71 0.68
E2 0.63 0.6 0.65 0.64
~E2 0.74 0.64 0.74 0.65
S2 0.64 0.62 0.64 0.64
2020 ~52 0.67 0.58 0.68 0.60
G2 0.68 0.62 0.69 0.64
~G2 0.72 0.66 0.71 0.67
E2 0.67 0.65 0.66 0.68
~E2 0.68 0.61 0.68 0.66
S2 0.7 0.68 0.69 0.71
2019 ~S52 0.62 0.57 0.64 0.62
G2 0.64 0.57 0.65 0.62
~G2 0.7 0.68 0.69 0.73
E2 0.65 0.6 0.64 0.64
~E2 0.74 0.61 0.72 0.64
2018 S2 0.69 0.63 0.69 0.68
~52 0.64 0.53 0.63 0.56
G2 0.64 0.6 0.64 0.65
~G2 0.69 0.57 0.67 0.59
E2 0.69 0.67 0.67 0.63
~E2 0.68 0.56 0.64 0.52
2017 52 0.78 0.68 0.75 0.63
~S2 0.59 0.55 0.56 0.51
G2 0.76 0.66 0.77 0.66
~G2 0.65 0.59 0.63 0.56
Note: “~” shows the condition’s the absence.
®
NTERPRESS
VIRTUS

87




Journal of Governance and Regulation / Volume 14, Issue 3, 2025

4.4, Constructing the truth table and analyzing
causal configurations for sufficient conditions

Before the analysis of causal configurations,
the truth table was constructed, presenting
combinations of E, S, and G pillars leading to high
ROA. All E, S, G pillars, and ROA were presented as
one (1) for full membership and zero (0) for full
non-membership. To identify specific ESG
configurations leading to high FP, a conditional
configuration sufficiency analysis using fsQCA was
conducted. This analysis generates complex,

reduced, and intermediate solutions (Fiss, 2011;
Liu et al., 2022). Following prior studies (Fiss, 2011;
Liu et al., 2022), core conditions were defined as
those appearing in both intermediate and reduced
solutions. Table 4 presents the results of our fsQCA
analysis using fsQCA 4.0 software, showing identifies
six configurations that consistently generate high FP
during the 2017-2021 period for Vietnamese
manufacturing firms. These configurations
demonstrate the complex interplay between EZ2, S2,
and G2 pillars in driving FP.

Table 4. Environmental, social, and governance configurations for high return on assets

Configurations

Variables 2021 2020 2019 2018 2017

1 2 3 4 5 6

E2 R ® . ® °

52 ° ° ® ° ° ®

G2 ® ® ® ® L]
Consistency 0.84 0.89 0.82 0.83 0.78 0.80
Raw coverage 0.43 0.43 0.43 0.50 0.50 0.37
Unique coverage 0.43 0.13 0.13 0.50 0.50 0.37
Overall solution consistency 0.84 0.82 0.83 0.78 0.80
Overall solution coverage 0.43 0.56 0.50 0.50 0.37

Note: e indicates the presence of the core condition is present, and & indicates the absence of the core condition. Otherwise, a condition

does not play a role in a specific configuration.

In 2020 and 2021, configurations 1 and 2 share
the same pattern (~E252~G2), reinforcing the crucial
role of social practices in achieving high ROA, even
when environmental and governance performances
are weak. In 2000, configuration 3 (E2~S2~G2)
presents an interesting case where strong
environmental practices alone can drive high ROA,
despite weak social and governance performance.
In 2019, configuration 4 (S2~G2) further emphasizes
the importance of social practices, showing that
strong social performance can lead to high ROA
even with weak governance. The EZ2 pillar is not
significant in this configuration. In 2018,
configuration 5 (~E2S2) suggests that robust social
practices can compensate for weak environmental
performance to achieve high FP. In this case, S2 is
the core condition, while the absence of E2 is
peripheral. The G2 pillar appears to be indifferent in
this configuration. In 2017, configuration 6 (E2~S2G2)
indicates that strong environmental and governance

practices can lead to high FP even with weak social
performance. Here, E2 and G2 are core conditions,
while the absence of S2is a peripheral condition.

Table 5 presents the cases covered by
configurations leading to high FP. Typical cases are
defined as those with both antecedent and outcome
membership scores exceeding 0.5, indicating strong
alignment with the identified configurations.
Notably, Refrigeration Electrical = Engineering
Corporation (REE) and Hoa Phat Group (HPG) emerge
as prominent examples, appearing in various
configurations with presence of the S$2 pillar as
a core condition for achieving high ROA. Recurring
presence of these two firms across these
configurations underscores the company’s strong
social performance and its pivotal role in driving
financial success. This pattern suggests that REE and
approach to social responsibility and stakeholder
management may serve as a benchmark for other
firms in Vietnam’s manufacturing sector.

Table 5. Cases covered by the configuration on a high return on assets

Configuration Year Stock symbol of the covered cases
(1) ~E252~G2 2021 VGC (0.61), HSG (0.68), REE (0.77)
(2) ~E252~G2 2020 IMP (0.54), HPG (0.68), REE (0.7)
(3) E2~82~G2 PVD (0.53), GAS (0.53), TMS (0.58), BWE (0.71), NT2 (0.81)
(4) S2~G2 2019 SAB (0.53), REE (0.62), SCS (0.66), PVT (0.66), PC1 (0.66), HT1 (0.66), AAA (0.75), HPG (0.86)
(5) ~E252 2018 HSG (0.51), VGC (0.62), HPG (0.66), PLX (0.76), SCS (0.76)
(6) E2~S2G2 2017 PVD (0.55), GAS (0.56)
Note: “~” shows the condition’s the absence.

4.5. Robustness checks

The robustness test was conducted to reinforce
the findings by replicating the fsQCA analysis for
ROE as an alternative financial measure. The 95th,
50th, and 5th percentiles of ROE were presented in
Table 2, followed by the necessary conditions for
high ROE in Table 3. Table 6 shows ESG configurations
for high ROE, while Table 7 presents firms achieving
high ROE. There were five causal configurations
leading to high ROE, including S$2~G2 (2021),
E282~G2 (2020 and 2019), ~E252 (2020, 2019, 2018),
E2G2 (2018), and E2~52G2 (2017).
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The robustness check indicates that
configurations leading to high ROA, including
E2~52G2 in 2017, ~E2S2 in 2018, S2~G2 in 2019,
also produce high ROE for the firms: 1) E2~S2G2 in
2017, 2) ~E252 in 2018, 2019, 2020, and 3) S2~G2 in
2021. The configuration ~E2S2 shows that strong
performance on the social pillar leads to high FP
despite weak environmental or governance
performance. If firms do not perform well on social
performance, they must excel in environmental and
governance  performance.  There are two
configurations (~E252~G2 and E2~52~G2) that lead
to high ROA, but not ROE. The firms can achieve
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high ROE by performing well on both environmental
and social performance (E252~G2), or environmental
and governance performance (E2S2~G2). REE and

HPG are two firms were covered by various causal
configurations for high ROA and high ROE.

Table 6. Environmental, social, and governance configurations for high return on equity

Configurations
Variables 2021 2020 2019 2018 2017

1 2 3 4 5 6 7 8
E2 . ® ® ® ° °
52 ° . ° ° ° ®
G2 [ X X . .
Consistency 0.79 0.77 0.80 0.87 0.82 0.83 0.78 0.77
Raw coverage 0.50 0.52 0.49 0.49 0.48 0.50 0.51 0.36
Unique coverage 0.50 0.16 0.13 0.08 0.07 0.17 0.19 0.36
Overall solution consistency 0.79 0.72 0.79 0.77 0.77
Overall solution coverage 0.50 0.65 0.56 0.68 0.36

Note: e indicates the presence of the core condition is present, and & indicates the absence of the core condition. Otherwise, a condition

does not play a role in a specific configuration.

Table 6. Cases covered by the configuration on a high return on equity

Configuration | Year Stock symbol of the covered cases
(1) S2~G2 2021 | HSG (0.83), REE (0.79), SAB (0.69), PC1 (0.69), PVT (0.69), IMP (0.65), NKG (0.61), VGC (0.61)
(2) E252~G2 2020 AAA (0.83), NKG (0.81), NT2 (0.81), BWE (0.71), PVT (0.62), TMS (0.58), GAS (0.53), PC1 (0.53), PVD (0.53)
(3) ~E252 REE (0.77), HSG (0.76), HPG (0.68), SCS (0.68), PLX (0.68), IMP (0.54)
(4) E252~G2 2019 HPG (0.86), AAA (0.75), HT1 (0.66), PC1 (0.66), SCS (0.66), REE (0.62), SAB (0.53), PVT (0.66)
(5) ~E2S2 REE (0.75), SCS (0.72), PLX (0.72), HSG (0.68), HPG (0.66), VGC (0.57), CTD (0.53)
(6) ~E2S2 2018 SCS (0.76), PLX (0.76), REE (0.75), HPG (0.66), VGC (0.62), HSG (0.51)
(7) E2G2 PNJ (0.95),VNM (0.94), SBT (0.91), MSN (0.78), SBT (0.91), GAS (0.53), PVD (0.53)
(8) E2~5§2G2 2017 | GAS (0.56), PVD (0.55)
Note: “~” shows the condition’s the absence.

5. DISCUSSION

Our findings reveal three distinct ESG configurations
leading to high FP (ROA and ROE), with the S pillar
emerging as a crucial condition for high FP across all
time frames. Notably, strong social performance
often compensates for weaknesses in other areas.
The finding is consistent with Liu et al. (2022), who
conducted the study on the relationship between
ESG pillars and FP of Chinese new energy firms,
finding that the strong social pillar significantly
contributes to high FP. Our findings support previous
research on the positive effect of social activism and
CSR on financial outcomes (Ali et al., 2020). There
were some configurations leading to high ROA, but
not ROE, and vice versa, suggesting that firms can
adopt distinct ESG strategies to achieve high ROE.
Noticeably, the E pillar in combination with the S or
G pillar can help firms achieve high ROE.

ROE configurations generally cover more cases
than ROA  configurations, although some
configurations leading to high ROA have fewer cases
but higher consistency scores. Over time, certain
companies maintain high performance across
multiple years, but through different ESG
configurations such as REE and HPG, suggesting
successful adaptation of ESG strategies. This
temporal variation indicates that firms must
dynamically adjust their ESG practices to maintain
strong FP.

6. CONCLUSION

This study examines the ESG performance of
43 Vietnamese listed manufacturing companies from
2017-2021, using fsQCA to identify configurations
associated with superior financial outcomes.
The analysis reveals multiple pathways to high FP,
with the S pillar emerging as a core condition, often
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complemented by E and G factors. The research
contributes to existing literature in three ways. First,
it provides empirical evidence on ESG configurations’
effects on FP in developing countries. Second,
it employs a longitudinal fsQCA approach, offering
insights into the evolution of ESG-FP relationships
over time. Third, it highlights the complex interplay
between ESG factors and FP in Vietnam’s
manufacturing sector.

These findings have important implications for
firms seeking to optimize their ESG strategies based
on specific FP objectives. A key finding is that strong
social practices appear to be a critical differentiator
for FP among Vietnamese manufacturing firms.
This insight has significant implications for corporate
strategy and policy-making, suggesting increased
focus on social responsibility initiatives may
enhance financial outcomes. The analysis suggests
that companies may need to adopt different ESG
configurations depending on whether they
prioritize ROA or ROE improvement. Furthermore,
the successful cases demonstrate that maintaining
high FP requires adaptability in ESG practices over
time, responding to changing market conditions and
stakeholder expectations.

Our study is subject to several limitations.
First, the ESG performance was manually scored
through qualitative content analysis, which suffers
from inherent subjectivity. Second, the data were
collected from 43 listed firms under the VN100
index over five years (2017-2021), which might not
represent all industries. Future studies could
improve the objectivity of ESG scoring methods by
employing  artificial  intelligence  techmiques.
Furthermore, future studies could increase
the sample size to conduct regression analysis and
compare the findings with fsQCA to obtain more
insightful findings about the relationship between
ESG performance and FP.
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