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CHAPTER 1:  
 
INTRODUCTION 

1.1. Research and Objective 
Corporate social responsibility (CSR) has gained attention in business and economics research from 
the past few decades. CSR of a firm depicts its social behaviour often adopted voluntarily and 
reported to be instrumental in the long-term interest of firms. The recent hype in the social 
expectations from the businesses has extended the implementation of CSR practices in the firms, 
resulting in an increased CSR disclosure in companies’ annual reports (Rao & Tilt, 2016). 
Essentially, businesses are accountable to their stakeholders for ensuring financial returns, adhering 
to laws and regulations, acting ethically, and preparing to perform voluntary activities. It is often 
deemed a response to the stakeholders’ concerns about businesses’ pursuit of profit at the cost of 
social and environmental degradation (Li et al., 2010). 
 Nevertheless, most studies concentrate on firms' disclosure practices in industrialized 
developed nations, and less focus has been given to the research on CSR disclosure in 
underdeveloped countries. In China, as a developing nation, CSR was first implemented in the 
1990s, and it is now being expanded through permissible voluntary initiatives based on objective 
regulations. 
 Following the implementation of the Open-Up Policy in 1978, China experienced rapid 
economic growth, with an average yearly growth rate of around 9% (Du & Lin, 2015). Besides that, 
China is also harshly criticized for consequent environmental and social problems. A new 
phenomenon called harmonious society was initially introduced by former Chinese president Hu 
Jintao to assist and guide business growth in China in 2005. ‘Companies might also generate a 
cohesive circumstance where almost everyone encourages unity and concentrate on improving a 
sense of social responsibility among residents, businesses, and all various types of firms,' stated the 
Sixth General Meeting of the Sixteen Central Committee of the Chinese Communist Party (CCP) 
in 2006 (Marquis & Qian, 2014). Since then, CSR has risen to the highest level of political agenda 
in China, with numerous government agencies issuing guidelines and suggestions on CSR practices 
and disclosure. 
 As part of its social responsibility initiatives, the Shenzhen Stock Exchange (SZSE) has issued 
guidelines for listed companies to participate in socially responsible practices and assess their 
corporate social responsibility performance. In addition, in 2010, the Standard Conditionality of 
Listed Firms Regulations was enacted to compile additional instructions for companies to disclose 
CSR reports. The Shanghai Stock Exchange (SSE) and the Shenzhen Stock Exchange (SZSE) 
released in December 2008 that certain companies would be required to disclose CSR reports. 
Companies in the ‘Corporate Governance Industry, companies that listed shareholding overseas, 
and companies in the finance industry, in particular, were required by Shanghai Stock Exchange 
(SSE) to issue their CSR reports alongside their annual reports. SSE and SZSE both compelled all 
of the companies on the list to give their CSR reports. As a result, an increasing number of 
companies are issuing CSR reports alongside their annual reports, either compulsorily or 
voluntarily. It is reported in the Blue Book of CSR Report compiled by Rankins' CSR Rating China 
that almost 400 CSR reports were published in 2008, compared to 140 in 2005 and 2007. Till now, 
the number has steadily increased, reaching nearly 800 in 2016. 
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 In this context, the main objective of this research is to offer deeper and incredible insight into 
the CSR disclosure policies of firms in China, which is regarded as a developing economy adhere 
to the IMF World Development survey (Bank, 1991; Kentikelenis et al., 2016). In terms of direction, 
the study aims to identify some aspects of the level of CSR disclosure by evaluating the information 
companies still provide on their web pages, in their financial reports, or additional CSR reports. 
Proceeding, in this thesis, the determinants of CSR disclosure are being discussed in terms of the 
interplay between the firms’ and executives’ characteristics. 
 The objective of this current study is to examine and explain the interaction of different traits 
of a firm and that of executives, especially the chief executive officer (CEO), to determine if the 
firms’ characteristics like resource base and shareholding status have a homogeneous or 
heterogeneous relationship with the quality of CSR disclosure and strategies of public listed firms 
of China in perspectives of regarding CSR. It also investigates if the political embeddedness of CSR 
disclosure exists or CSR disclosure is used as a political tool for the firm’s political agendas.  

1.2. Research Background  
The studies on CSR disclosure have been researched by scholars, researchers, policymakers, and 
more prominent stakeholders (Ali & Frynas, 2018; Ali et al., 2017; Deegan & Shelly, 2014). 
Organizational reporting practices, which serve as a framework where all transparency obligations 
can be discharged, have become increasingly important as large corporations have recognized the 
impact of stakeholder perceptions (Gray et al., 1996; Mzembe & Downs, 2014). Researchers and 
academics have explored CSR practices in several studies to respond to this crucial role played by 
CSR. 
 The examination of corporations' annual reports to determine if they disclose information 
regarding one or more social, environmental, or moral matters. Studies have analyzed determinants 
that are relevant to regulating voluntary CSR disclosure. The vast majority of papers focusing on 
firm features such as size and shape (Reverte, 2009; Roberts & society, 1992), companies (Gong et 
al., 2018; Moneva & Llena, 2000; Reverte, 2009), revenues and profits (Ghazali, 2007; Sufian & 
Zahan, 2013), or situational aspects such as media attention (Hung et al., 2013; Reverte, 2009) or 
underlying factors such as investor framework (Adel et al., 2019; Brammer & Pavelin, 2008; Chan 
et al., 2014) as possible future inclinations to CSR disclosure. Additionally, several studies have 
explored how an internal component such as political connections influences CSR disclosure by 
entrepreneurial companies (Xu et al., 2019; Yang et al., 2019). 
 CSR disclosure has been studied in-depth, and various drivers and intentions have been 
identified, such as the impact on the community, the market, and stakeholders (Cooper et al., 2007; 
Dhaliwal et al., 2014) both in industrialized nations. Initially, CSR disclosure research focused on 
government or agency-level social and environmental reporting (Mathews, 1997; Yu & Rowe, 2017). 
Several studies focus on particular CSR issues and related disclosure. CSR disclosure research 
currently focuses on sustainability reporting (Dhaliwal et al., 2014; Higgins et al., 2014; Milne & 
Gray, 2013). 
 Although CSR could be a technique for reallocating corporate income to ordinary people, it 
has already been stated that CSR disclosure could provide a context for political interests and 
nepotism (Cooper et al., 2007)Considering the proliferation of family-owned companies in 
underdeveloped nations, political interference, conflict of interest, and the absence of 
compassionate practices in corporate governance across countries, manipulating CSR disclosure 
can have more severe results. For example, lack of humane corporate governance practices, 
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national organizational shareholders, and improper and poorly developed capital markets can pose 
a significant risk (Berglöf & Claessens, 2006; Uddin & Choudhury, 2008). 
 China was harshly criticized for its extreme corruption issue. China's Central Commission for 
Discipline Inspection (CCDI) has penalized about 4.2 million state officials for corruption, but 
only 465 have been punished at the provincial or higher levels during the past thirty years. Because 
of Xi's high-profile anti-corruption initiative, China's corruption problem has attracted increasing 
attention. President Xi's anti-corruption strategy started less than three weeks after his 
inauguration. The Communist Party of the Central Committee (CPCC) announced its ‘Eight-point 
Regulation1 on December 4, 2012. The decision of President Xi to break down on corruption is 
quite well expressed in his pledge that corruption must be reinstated by both ‘tigers and flies’ (that 
also implies both high-level state officials and lower-level government officials). As well, media and 
academics tend to presuppose what the campaign's ends are Fan et al. (2008 ) asserts that most 
instances of corruption involving high-ranking government officials are uncovered during political 
challenges or for non-corruption-related purposes (Fan et al., 2008). Therefore, corruption can 
develop an exogenous variation as a top-down process enacted by the central government. 
 Several studies have well documented the pervasiveness of political affairs and corruption in 
companies (Muthuri & Gilbert, 2011; Scott et al., 2018; Walker & Rea, 2014). Businesses are 
embedded in political worlds, and their actions have varying effects depending on countries' 
political and organizational settings and on those who conduct business (Dieleman & Boddewyn, 
2012; Matten & Moon, 2008; F. Rauf, Cosmina L. Voinea, Khwaja Naveed, and Cosmin 
Fratostiteanu, 2021). Business executives can represent politics in the political connection via rigid 
positional interlocks (Faccio et al., 2006) and might be involved inappropriate social bonds between 
a company leader and family or friends of political leaders (Orlitzky et al., 2011; Siegel & Vitaliano, 
2007). For example, the political embeddedness of corporate organizations to Suharto, who 
governed Indonesia centrally controlled and individualized way, comes in various aspects. He 
owned multiple businesses, and it was rare for those businesses to invest in the ones he owned. 
Many members of his family held stock in the companies they owned. Regarding structured links, 
there were usual unofficial conferences between the members of the board and the Suharto family 
(Dieleman & Boddewyn, 2012). 
 The political approach research widely predicts that companies with political 
embeddedness also gain benefits, including legislative concessions and investors' assets (Faccio, 
2006; Fisman, 2001). Politics embeddedness in developing nations can be acquired at the right time 
without severe risks, except when political reforms happen (Goldman et al., 2008; Leuz & 
Oberholzer-Gee, 2006; Siegel & Vitaliano, 2007) or political officials retrieve unnecessary rents 
from the profiting companies (Fan et al., 2007; Li et al., 2008; Shleifer & Vishny, 1994). Dieleman 
and Boddewyn (2012) have discovered that organizations rely heavily on government bodies to 
protect their essential resources in China and face many risks due to their embeddedness in politics 
(Dieleman & Boddewyn, 2012; Wang, 2000). Similarly, Yadav (2011) has asserted that due to similar 
associations between political parties and corporations in emerging economies, corporations can 
affect corporate behaviour vigorously through political leadership (Yadav, 2011). 

                                                                 
1 Regulation: The Regulation provides clear guidance for the behavior of government 
officials; please refer http://cpcchina.chinadaily.com.cn/2012/12/05/content_15992256.htm 
for details. 
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 Many studies suggest that companies' cultural, political, and financial perspectives lead to 
disparities between CSR activities across countries (Matten & Moon, 2008; Weyzig, 2009). Matten 
and Moon (2008) disclose that there are significant differences between the CSR practices of the 
USA and Europe, mainly based on underlying organizational and observational factors. Taking a 
similar appearance at the human rights activities of ten Chinese state-owned enterprises (SOEs), 
Whelan and Muthuri (2017) specified that governments and organizations must bear burdens at 
both levels to adhere to global human rights regulations. Political embeddedness can be assessed 
and controlled by CSR disclosure, given that political leaders and government politics influence 
company attitudes (Chapple & Moon, 2007; Gu et al., 2013; Whelan et al., 2017). Likewise, few 
studies have explored CSR's political (Whelan, 2012) but rarely emerged in disclosure research (Gu 
et al., 2013; F. Rauf, Cosmina L. Voinea, Nadine Roijakkers, Khwaja Naveed, Hammad Bin Azam 
Hashmi, and Tayyaba Rani 2021). 
 This thesis also s assist in Whelan’s (2012) ideology and needs to take a critical study to assess 
the political fallouts of CSR disclosure. It explores whether political embeddedness influences the 
CSR disclosure of listed companies (Rauf, 2020; Whelan, 2012). This recent study proposes to 
investigate the motivational factors of the companies to execute and report CSR practices in a 
conventional context with powerful political intervention. 

1.3. Research Questions  
Taking the above research context as a starting point, research questions in this study include: 

Research question: What is the impact and interplay of Executive employment and traits on the quality 
of CSR disclosure in the context of the Resource base, political embeddedness, state non-state ownership, and 
shareholder equity of firms in the institutional setting of China? 

Every firm has a strategic policy regarding Corporate Social Responsibility Disclosure, which 
is considered a binding obligation. As far as developed countries are concerned, CSR is a severe 
obligation pared to developing countries where this practice is still in its initial phase in 
understanding and implementation/evaluation, etc. It can be further confirmed in the prior 
literature as well where most of the literature comprises of developed nations such as the 
United States, Europe, and Australia (Ali et al., 2017; Cheng et al., 2016). Furthermore, the 
disclosure choice can be influenced by many factors, including institutional conditions, 
environmental conditions, and market forces pressure. There has been extensive research on 
CSR determinants within developing countries; however, minor literature regarding emerging 
and developing nations is available. 
 Nevertheless, some studies have explained institutional differences of the CSR concept, 
such as conception, implementation, evaluation, etc. (Yang & Guo, 2014). Some authors, 
however, have focused on explicit organizational determinants such as environmental policy, 
corporate tax policy, and public relations (Jenkins & Newell, 2013). Furthermore, the literature 
on individual, institutional and monetary factors in strategic decision-making and CSR 
disclosure is still scarce. Thus, this thesis explores the unique organizational characteristics, 
financial aspects, and institutional forces associated with the quality of CSR disclosure in China. 
 

Sub-research question 1: Does Corporate Political Embeddedness affect the relationship between the resource 
base and the quality of Corporate Social Responsibility disclosure? 
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The past research (Michelson, 2007; Talmud & Mesch, 1997) investigates the benefits that firms 
derive from political origins; such benefits can be manifested in terms of financial aspects (Li et al., 
2019; Mu & Jiang, 2018), strategic (Luo & Dong, 2013; X. Wang et al., 2018) and environmental 
accomplishment (Scott et al., 2018). However, the relationship between political involvement and 
CSR disclosure has been given little attention in the past literature (Gu et al., 2013; Whelan, 2012) 
as well as political participation and sponsors and its linkage with that relationship (Chapple & 
Moon, 2007; Lee et al., 2014; Lux et al., 2011; Muthuri & Gilbert, 2011; Sun et al., 2010). 
Additionally, government regulations and guidelines are vital (Luo et al., 2017; Reid & Toffel, 2009). 
In this regard, such governmental regulations involving high monitoring and enforcement towards 
CSR disclosure can benefit the firms (Marquis & Qian, 2014; Short & Toffel, 2008). Nonetheless, 
the government cannot take sole responsibility in this regard as the stakes of local and central 
governments can be overlapped (Oates, 1999). As a result, conflicts between government levels 
must be investigated to see if it influences CSR practices in Chinese firms and how embedded 
politics affect CSR disclosure. 

Sub-research question 2: What is the effect of political embeddedness on the relationship between Executive 
Turnover and the quality of CSR disclosure in China? 

The CSR disclosure quality is also considered to influence shareholders’ comprehension of the 
company’s performance, risks, and value positively, as found in the past literature (Cai et al., 2017; 
Chaney et al., 2011a; Cormier et al., 2011a; Godfrey et al., 2009; Lourenço et al., 2012; Michelon, 
Rodrigue, & Trevisan, 2020; Salama et al., 2011; Simpson & Kohers, 2002). According to the 
literature, CSR disclosure can reduce information irregularities within executives and stakeholders 
and ease the control of the top administrations within the firm. Hence, the efficient top 
management of the firms is predicted to encourage the quality of CSR disclosure (Hong et al., 2016; 
Jamali, 2008; Jamali et al., 2008; F. Rauf, Cosmina L. Voinea, Khwaja Naveed, and Cosmin 
Fratostiteanu, 2021). Lastly, the quality of CSR disclosure also brings panels in the form of annual 
information, which shows stability among economic and social objects (Ali & Frynas, 2018; Gray 
et al., 1995). 
 
Sub-research question 3: What is the interplay of political embeddedness and shareholding status in the 
relationship between executive turnover and quality of CSR disclosure in China? 

The aims of the CSR are hindered by various factors that the executive turnover considers to be 
the most important. Therefore, there is a need to gather further empirical insights into the 
relationship between ET and CSR disclosure and its quality. There has been much research on CSR, 
but none of the previous studies have examined the interactions between PE, ET, and CSR 
disclosure. The results and findings on this subject can be crucial for individual researchers and 
policymakers interested in the antecedents of the quality of CSR disclosure. 
 CSR has become an integral part of business operations in emerging economies, including 
China. However, many such practices contradict the voluntary nature of CSR due to political 
involvement (Yin & Zhang, 2012). Due to their political ties, Chinese companies differ from 
western firms (Haveman et al., 2017; Rauf, 2020). Aside from that, various types of legitimacy 
pressure have been applied to the firms concerning their governmental dependence. 
 Therefore, it is important to differentiate between moral hazard and adverse agency issues in 
the interaction between ET, PE, and CSR disclosure based on the normative stakeholder theory of 
CSR disclosure. Furthermore, a significant moderating effect of PE on the inverse relationship 
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between ET and CSR disclosure has been observed. PE is assertive in firms lacking alternative 
political connections. 
Sub-research question 4: What is the effect of dual leadership Chief Executive Officer Duality and 
Financial Performance on the Quality of Corporate Social Responsibility Disclosure among State-Owned 
Enterprises in China? 

An important question in corporate governance arises if an individual should simultaneously hold 
two crucial leadership positions, i.e., the chairman of the board of directors (BOD) and the CEO, 
or whether it would be appropriate for different people for each post. It revolves around arguments 
for separation of powers rather than unity towards corporate decisions. Such disagreements have 
implications because leaders play an essential role in corporate governance and corporate 
performance (Gul, 2004; Ho, 2001). As a result, the structure and standards of information 
disclosure in the organization are formed. China's institutional context provides a valuable 
investigation of the role.   
 In the past literature, companies' financial performance has been typically positively associated 
with CSR disclosure of Chinese listed companies (Li, 2013). However, there are some discrepancies, 
and some studies reported non-significant relationships and a negative correlation. Regarding CEO 
duality, the literature focuses on transparency. Moreover, several studies have failed to demonstrate 
a significant relationship between CEO duality and CSR disclosure (Ahmad, 2017; Caiffa et al., 
2021; Cheng, 2006; Velte, 2017), while others have noted a negative relationship between the two. 
Critical studies report that lower CSR disclosure is associated with CEO duality than companies 
with a CEO duality problem. As mentioned earlier, the mixed results of the studies are mainly due 
to the lack of linkage to institutional factors. Therefore, we pose the following question: 

1.4. Research Setting: China 
There are several main reasons to study CSR in China. Firstly, China serves as a good sample of 
the rapid dissemination of CSR disclosure. Secondly, conducting CSR studies in China seems to 
provide ‘telescoping lessons,' allowing academics to better understand CSR at the developmental 
stage (Marquis & Qian, 2014; Moon & Shen, 2010; Zhou et al., 2012). Besides that, it also highlights 
the fact that there are tremendous conflicts within Asia between various states. Most specifically, 
enterprises commonly represent what is essential to stakeholders in their countries of origin that 
can be affected by native customs. In China, particularly since 2005, sustainable development has 
been viewed as an important national strategy. 
 Consequently, because the state is the largest shareholder in many Chinese corporate entities 
(especially the top 500), the government influences them. However, China's communist state 
complicates matters further. The Communist Party's pervasive impact and regulation overtly affect 
China's corporate world. 
 Thirdly, China is an excellent example of an organization tied to politics (Lau et al., 2016; 
Marquis & Qian, 2014; Rauf, 2020). Despite recent moves to move away from a market-oriented 
system, China's economy still depends on state control (Lee et al., 2014; Xu & Zeng, 2016). In 
Chinese companies, government bodies have often been the principal investor, holding ownership 
and control (Guthrie & Wong, 2012; Jamali, 2008; Sun et al., 2002). Besides that, comprehensive 
political embeddedness between the state and companies' top leadership remains prevalent (Hung 
et al., 2012; Tu et al., 2013). Several firms have business leaders who serve on local and national 
government boards (Cheng et al., 2016; Marquis & Qian, 2014). Additionally, Chinese politically 
embedded companies are sufficiently likely to derive resource benefits from their participation. 
Politically embedded companies, for example, are being reported to receive more financial 
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assistance from the state as a result of their rational bonds with the authorities, such as convenient 
access to debt financing and lower tax rates (Faccio, 2010; F. Rauf, Cosmina L. Voinea, Nadine 
Roijakkers, Khwaja Naveed, Hammad Bin Azam Hashmi, and Tayyaba Rani 2021; Tu et al., 2013), 
to provide preferential access to state contracts (Xia et al., 2018), and to gain funding from 
legislative protection (Lin, 2020). As a whole, China is an excellent existing literature context for 
studying the impacts of state signals on the strategic decisions of politically embedded companies, 
especially in terms of their executives. 
 Having presented the most important reasons for choosing China as the geographical area 
where we conducted our research, this next section discusses the chapters of this thesis in sequence. 

1.5. Outline of the Thesis  
This dissertation is structured into six separate chapters.  

Chapter 1: Introduced the background of the study, the research objective, questions, and setting. 

Chapter 2: Examines Moderating Effect of Political Embeddedness on the Relationship between Resources Base 
and Quality of CSR Disclosure in China 

Chapter 3: Presents the CSR Disclosure: Effects of Political Ties, Executive Turnover, and Shareholder Equity 
study. Evidence from China,  

Chapter 4: Discusses the influence of Executive Turnover on the Quality of Corporate Social Responsibility 
Disclosure and the moderating role of political embeddedness in the context of China. Thereafter,  

Chapter 5: Analyses the Impact of CEO Duality and Financial Performance on CSR Disclosure: Empirical 
Evidence from State-Owned Enterprises in China, 
Chapter 6: Summarizes the findings of our study, conclusion, limitations and future research. 
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CHAPTER 2:  

Moderating Effect of Political Embeddedness on the Relationship between 
Resources Base and Quality of Corporate Social Responsibility Disclosure in 
China2  

 

This study investigates the relationship between corporate political embeddedness and the quality 
of corporate social responsibility (CSR) disclosure for Chinese listed A-share firms. The study 
applies the legitimacy theory to the diffusion of CSR in Chinese companies, which otherwise have 
a differentiating characteristic from Western companies: part of their property being owned by 
the government. We used 21,295 firm-year observations from Chinese listed firms between 2010 
and 2016. The findings reveal that political embeddedness moderates the relationship between 
firms’ resource base and CSR disclosure quality, such that the effect of resource base on CSR 
quality was found to be weak for firms with a higher level of political embeddedness. Furthermore, 
firms with a higher level of political embeddedness will disclose CSR with lower quality, whilst 
firms with a higher resource base report CSR with higher quality. The findings of this study 
contribute significantly to the literature on CSR disclosure by recognizing the positive impact of 
political embeddedness and resource base on CSR disclosure quality. 

 

2.1. Introduction 

Corporate political embeddedness can be treated as a strategy for social benefit and may allow firms 
to get political attention and sponsorships (Cooper et al., 2007; Xu et al., 2019). Politically 
embedded firms are firms which have strong relationships or ties with the government, either 
through government ownership or through network connections (Marquis & Qian, 2014; 
Michelson, 2007). Politically connected companies conduct variant design forms based on 
institutional and political context strategies (Crane et al., 2008; Dieleman & Boddewyn, 2012). 
Studies suggest that countries with a weak institutional environment (Tsamenyi & Uddin, 2008) 
generate an essential need for a strong connection between political leaders and firms (Berglöf & 
Claessens, 2006; Dieleman & Boddewyn, 2012). Previous studies have examined the benefits 
accruing to firms due to political embeddedness (Michelson, 2007; Talmud & Mesch, 1997); these 
benefits can be reflected in financial (Li et al., 2019; Mu & Jiang, 2018), strategic (Luo & Dong, 
2013; X. Wang et al., 2018), and environmental performance (Scott et al., 2018). However, little 
attention has been given to the connection between political involvement and corporate social 
responsibility (CSR) disclosure (Gu et al., 2013; Whelan, 2012), or to the political pervasiveness 
and sponsors linked to that relationship (Chapple & Moon, 2007; Lee et al., 2014; Lux et al., 2011; 
Muthuri & Gilbert, 2011; Sun et al., 2010). CSR disclosure quality has attracted major attention in 
the accounting CSR-related area since the publication of an exceptional paper by (Hasseldine et al., 

                                                                 
2 This chapter resulted in the following publication: Rauf, F., Voinea, C. L., Bin Azam Hashmi, H., 
& Fratostiteanu, C. (2020). Moderating effect of political embeddedness on the relationship 
between resources base and quality of CSR disclosure in China. Sustainability, 12(8), 3323. 
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2005). Hasseldine and Toms (2005) argued that CSR disclosure quality has a strong influence on 
the development of the environmental character of policy-making and suggested initially that the 
quality of CSR disclosure marginally measures shareholder investor groups. They advise that an 
additional inquiry into the influence of CSR disclosure policy and stock market value might be 
particularly beneficial in the pertinence of CSR disclosure quality (Hasseldine et al., 2005).  

Boutin-Dufresne and Darren D. Lee (2009) rationalize that a higher quality CSR disclosure is 
linked with lower distinguishing risk (Boutin-Dufresne & Savaria, 2004; Lee & Faff, 2009). The 
disclosure/publication of a CSR report by a firm obliges the firm to subsequently decline 
information of abnormality inside the business. Seong Y. Cho and Ray J. Pfeiffer Jr (2013) 
furthermore provide empirical evidence that firms with high quality CSR disclosure issue additional 
information, as they indicate the benefit of a helpful reputation in the eyes of stakeholders and 
shareholders (Cho et al., 2013). A firm that achieves substantial environmental performance is able 
to disclose in their CSR reports extra information about environmental matters by this reducing 
information abnormality (Clarkson et al., 2011; Moroney et al., 2012). The quality of CSR disclosure 
in the financial market not only controls the sustainable development of the firm but also has an 
influential effect on the performance for its investors. A high quality CSR disclosure offers a 
positive proposition for influential stakeholders and subsequently they will appreciate the 
company’s predictable rate of return (Cox & Wicks, 2011). Focused on the behavior sample of 
institutional investors, Harrison Hong and Henry L. Petersen (Hong & Kacperczyk, 2009; Petersen 
& Vredenburg, 2009) powerfully show that these investors sponsor firms with high quality CSR 
reports. Founded on numerous cases from the US and Spain, Marlene Plumlee and Carmelo 
Reverte (2009) highlight that CSR quality is related to business value (Plumlee et al., 2015; Reverte, 
2009). Therefore, a higher quality of CSR disclosure indicates a better chance for financing and 
investors’ prospects. 

Moreover, concentrating on the human rights practices of ten Chinese state-claimed endeavors, 
Glen Whelan and Judy Muthuri (2009) found that weights at national and intra-organizational levels 
are essential to adjustments within the universal rules of human rights. According to several authors 
(Chapple & Moon, 2007; Gu et al., 2013; Muthuri & Gilbert, 2011; Whelan et al., 2017), 
corporations that are directly and regularly impacted by state governmental issues and political 
elites are prone to utilize CSR disclosure to manage political issues.  

Existing CSR studies in China show that CSR disclosure have received high attention and 
pressure from controllers and general field related organizations. Moreover, there is a marvelous 
development in the practical research on CSR disclosure in China (Hu et al., 2018) According to 
China’s political structure, the government holds authority over every aspect of the business 
environment, and aims to promote CSR as a desired corporate practice (Yin & Zhang, 2012).  

Since the 1980s, the majority of Chinese firms have been transformed from state-owned 
enterprises into listed firms, although the government often remains the majority shareholder, 
continuing to hold proprietorship and dominate these organizations (Guthrie, 2012; Sun et al., 
2002). Consequently, political embeddedness linking the state, the national legislative body, and a 
corporation’s board of directors is very common (Tu et al., 2013; Wu, Wu, & Rui, 2012). Previous 
studies have separately focused on the effects of government ownership (Wu, Wu, & Rui, 2012) 
and political connections (Haveman et al., 2017; Tu et al., 2013; Wu, Wu, & Rui, 2012) on corporate 
policies and strategies. This study fills in this gap by examining the influence of both forms of 
political embeddedness on CSR disclosure quality, and makes an effort to examine the relationship 
between political embeddedness and CSR disclosure quality in the context of China. 
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Firms with a high level of political embeddedness, either through political networking or due 
to state ownership, may access more resources from central government after strict scrutiny 
(Haveman et al., 2017; Marquis & Qian, 2014) . For instance, in China, firms which have strong 
political connections and which have strong government influence, are further affected in their 
business activities (Lau et al., 2016). Even though the nation has substantially moved towards a 
more market-oriented framework, the Chinese economy is still characterized by solid government 
control (Lee et al., 2014; Xu & Zeng, 2016) both at the market and industry level, as well as at the 
organizational level (through state majority ownership as well as state influence) (Guthrie, 2012; 
Sun et al., 2002). Moreover, there are still strong political connections present between the state 
and firms’ management (Tu et al., 2013; Wu, Wu, & Rui, 2012). 

Government regulations and guidelines remain the most important situational factor when 
analyzing CSR and CSR disclosure (Luo et al., 2017; Reid & Toffel, 2009). In this context, high 
monitoring and enforcement by the government related to CSR disclosure may in return also 
provide several benefits to the firms (Marquis & Qian, 2014; Short & Toffel, 2008). However, the 
state is not the sole decision-maker, because of the divergence in priorities among local and central 
government (Oates, 1999). Therefore, the question arises as to how these conflicts among different 
levels of government influence the CSR practices of Chinese firms and how political embeddedness 
determines the level of firms’ involvement in CSR disclosure quality.  

The present research will contribute to the existing literature in several ways. Firstly, this study 
has identified the non-financial factor, political embeddedness, affecting the involvement of 
Chinese firms in CSR disclosure. It may help policymakers to realize the importance of political 
embeddedness in influencing firms’ decisions related to CSR disclosure. Secondly, this study has 
determined a comprehensive measure of political embeddedness by incorporating both 
government ownership and political connections. Finally, this study will help to understand how 
political embeddedness affects the disclosure practices of the organization in the Chinese 
governance system. 

The rest of the study is organized as follows: Section two consists of a literature review, Section 
three discusses our methodology, and Section four documents the empirical part of the study. We 
discuss our conclusions, followed by policy implications.  

2.2. Literature Review and Hypotheses Development 

2.2.1. Legitimacy Theory 
CSR disclosure plays a significant role in resolving corporation issues (Bebbington et al., 2008). 
Studies show that it is very complicated for firms to attract competitive investments and maximize 
their profit without revealing information about CSR activities (Hasseldine et al., 2005). It is 
generally accepted that firms participating in CSR activities usually disclose relevant CSR 
information due to the contribution of such disclosure to firms’ finances (Barnett, 2007; Orlitzky 
et al., 2003). 

Legitimacy theory asserts that CSR disclosure is due to public pressure and media attention, 
while social visibility is a result of critical social incidents (Brown & Deegan, 1998; Darrell & 
Schwartz, 1997). According to Rob Gray and Simon Lavers (Gray et al., 1995), social theory, 
political theory, and economic theory prevail, whilst actually social and political theory are most 
appropriate and generally used in discussing CSR activities. Legitimacy theory also identifies that 
the social and political domains are best for analyzing CSR activities (Deegan, 2002; Gray et al., 
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1995). Corporations behave according to the norms and values of society, and they can make 
changes through communication (Dowling & Pfeffer, 1975; Lindblom, 1994), performing 
according to normative and regulative institutional pillars in observing cultural norms, and 
appropriate rules and regulations. The results of these studies generally acknowledge the 
applicability of legitimacy theory to understanding the voluntary CSR disclosure practices of 
companies. Accordingly, the present study attempts to investigate whether legitimacy theory can 
be used to explain the nature of CSR disclosure in company annual reports. 

2.2.2. The Relationship between Political Embeddedness and CSR Disclosure Quality 
Political embeddedness refers to a close relationship between firms and political institutions or 
actors (Sun et al., 2010). There is existent literature that has reported that firms in both emerging 
and developed economies are actively making an effort to embed themselves within political 
institutions (Jia & Review, 2016; Marquis & Qian, 2014; Marquis & Raynard, 2015; Peng & Luo, 
2000; Zheng et al., 2015). However, it is not yet clear how political embeddedness impacts firm 
performance in an effective way. According to the existing political strategy literature, studies have 
determined the benefits of political embeddedness in the form of government subsidies (Bonardi 
et al., 2005; Faccio et al., 2006), threat buffering (Zheng et al., 2015), and the low cost bank (Khwaja 
& Mian, 2005). Besides these inherent benefits, some studies have reported the positive impact of 
political embeddedness on financial performance (Li et al., 2019; Mu & Jiang, 2018), strategic 
performance (Luo & Dong, 2013; X. Wang et al., 2018), and environmental performance (Scott et 
al., 2018). On the other hand, some studies have reported the negative influences of political 
embeddedness, like operational inefficiencies due to government (Hadani & Schuler, 2013; Li et 
al., 2019; Okhmatovskiy, 2010).  

When it comes to emerging economies, China is considered the best case for studying the role 
of political embeddedness (Luo & Dong, 2013; Marquis & Qian, 2014). Although China has made 
a significant transformation towards a market-based economy over the last few decades, the 
Chinese economy is still under the strong influence of the government(Lee et al., 2014; Xu & Zeng, 
2016). Generally, China offers a well-suited platform to examine the role of political embeddedness 
on firms’ strategic choices, or how government policies affect the strategic orientation of state-
owned firms. One of the important aspects of government signal is related to CSR activities and 
promoting sustainable business practices. In this regard, there is well-reported evidence of Chinese 
government concerns about desired CSR practices (Liu & Anbumozhi, 2009; Marquis & Raynard, 
2015; Xu & Zeng, 2016). However, in the early period of market transition in China, the central 
government made fiscal-sharing agreements with local governments. Due to these contracts, local 
governments were able to participate in regional economic growth, and this participation enhanced 
their motivation towards the promotion of growth (Qian & Weingast, 1997). This has been 
followed by decades of growth in gross domestic product, GDP being the only important indicator, 
and, in a politically incurred statement, the most crucial standard for analyzing and promoting 
authorities (X. Wang et al., 2018). Due to social tensions, the central government is looking for 
balanced growth, while local government is still focused on GDP-related growth (Luo et al., 2017). 
This focus on GDP growth displays a particular method of economic development, leading to the 
maximization of short-term economic growth at the costs of social and environmental 
sustainability. The main reason for the slow pace of local government regarding GDP growth are 
the central guidelines for CSR disclosure. This was due to the fact that the local government 
voluntarily allocates resources, which helps in better performance needed for the national GDP 
growth (X. Wang et al., 2018). Therefore, the heightened interest of local governments towards 
economic growth may have diverted the focus of local governments from following the CSR 
guidelines. Due to this interest, firms have also perceived CSR guidelines as not compulsory to 
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implement. Firms will obey the priorities of local government if it provides the necessary resources 
like land and infrastructure, and if it remains responsible for enforcing rules, providing permits, 
levying taxes, overseeing compliance, and ensuring lawfulness (Li et al., 2008). Some research even 
show that firms who value government policies may involve in adopting the policies to show 
compliance (Okhmatovskiy & David, 2012).  

Furthermore, provincial government admiration for GDP growth can make firms concentrate 
more on financial goals as compared to focus on CSR initiatives that lead to a decrease in disclosure 
quality albeit the existence of annual reports. The embeddedness of growth motivations in a firm’s 
goals can lead to involvement in corporate activities, which reinforces and supports growth 
motivations (Ocasio, 1997). For instance, Sichuan Hongda Company has developed the world’s 
largest chemical plant in 2010 due to intense government commitment towards economic growth 
(Jiang et al., 2012). 

An important and topic relevant interview with CEO of information rating, which evaluates 
CSR reports in China, disclosed that firms in China only talk about CSR if they have something to 
show, otherwise these firms remain silent (Lau et al., 2016). The content of issued reports is limited 
to CSR and commitments, meant for the external check, which has an impact on resource 
allocation and strategic preferences of firms. That is why CSR quality disclosure is compromised 
due to local government GDP policy. Based on this, the following hypothesis can be formulated:  

 
Hypothesis 1: Firms with a higher level of political embeddedness will issue CSR Reports of lower quality. 

 

2.2.3. Resource Base and CSR Disclosure  
Due to deficiency of overt penalties, firms are less likely to conform to standardizing than to 
powerful pressure (Oliver, 1991). Consequently, some firms will accommodate central government 
anticipations. Firms under raised inspection can conform further. In the paragraph, these 
companies are those with political ties to central government and are large in size. 

Political embeddedness to the central government can direct the standard effect reveal firms 
clearly and enhance consideration from the central government (Baum & Oliver, 1991; Lounsbury, 
2001). The national political system in China, i.e. the central government, sustains control over the 
economy because of ownership through the co-opting corporate director (Dickson, 2003; 
Lounsbury, 2001). The central government commonly nominates directors from inside the political 
bureaucracy (X. Cao et al., 2019). In these firms, an executive who is selected as part of the national 
political authority usually also becomes involved in policy conversations (Li et al., 2006). As political 
embeddedness confers government confirmation for some firms and improves their legitimacy 
(Baum & Oliver, 1991), for better access to the support and resources provided by the government, 
firms’ need to conform to the laws of government and in high social standing, it is more likely for 
firms to collaborate with the central government. Contrarily, due to high expectations and more 
scrutiny by the central government, in case CSR reports are delayed, it can even compromise the 
firm’s legitimacy (Fernández‐Gago et al., 2018; Oliver & Holzinger, 2008). 

Bigger firms can resist the burden because they attract more attention from the government 
and because of inconsistent institutional pressures, which do not apply on a uniform (Sun et al., 
2019). Moreover, these firms are more visible as they are closer to organizational fields and more 
easily supervised (Greenwood et al., 2011). Due to having more resources, large firms require more 
compliance from the central government and the public. Small firms, however, can be ignored 
from the compliance because of low resources. Therefore: 
 
Hypothesis 2: Firms with a higher resource base will report CSR more swiftly and with higher quality. 
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2.2.4. Moderating Role of Political Embeddedness  
According to previous studies, organizations that expected to adopt policies based on external 
pressure do not implement these policies substantively (Meyer & Rowan, 1977; Zajac & Westphal, 
1994). These deviations may also arise because of the inability of organizations to implement the 
policies (Weber et al., 2009). However, firms facing higher pressures from the institutional groups 
and being properly monitored are more likely to implement disclosure appropriately. Because these 
firms are dependent on resources from the central government, they need to comply with 
government policies (Oliver, 1991; Voinea & van Kranenburg, 2018). Moreover, they are more 
oriented towards institutional compliance as they are at the risk of losing resources from the central 
government (Okhmatovskiy & David, 2012). Michael Lounsbury (2001) reported that public 
universities in the US are more inclined to comply as compared to private universities because they 
receive funding from the government. Therefore, these universities have created full-time positions 
for recycling jobs. In the Chinese context, state-controlled firms frequently depend on political 
embeddedness in order to get resources whereas other firms rely on market forces (Ferri & Liu, 
2010; Lounsbury, 2001). The top executives of state-owned firms also serve political positions, 
which enable these firms to gain more access to resources (Ma & Parish, 2006). Therefore, the 
state-controlled firms do not take the risk of involving in low-quality reports. Furthermore, firms 
with political embeddedness may have more opportunities to get knowledge about the CSR 
disclosure, which further enhances their implementation capability. 

In the same way, large firms’ are more at the risk of losing legitimacy and image as compared 
to smaller firms therefore; they always favor government expectations and the public in relation to 
low-quality disclosure. If these firms were unable to meet the stakeholders’ expectations, then they 
would lose their legitimacy as well as their ability to get valuable resources (Dacin et al., 2007). 
Thus, according to studies on the influence of social movements, large firms are more vulnerable 
to the demands of stakeholders and activists as they have much stake in maintaining legitimacy 
(Bartley & Child, 2011). In contrast, the visibility of large firms enables them to enhance reputation 
amongst stakeholders through their publication of CSR reports (Wang & Qian, 2011). Hence: 

Hypothesis 3: Political embeddedness will moderate the relationship between firms’ resource base and CSR 
disclosure strategies, such that the effect of the resource base on a firm CSR disclosure quality will be weaker for firms 
who have a higher level of Political Embeddedness. 

2.3. Methodology 

2.3.1. Data and Sample 
We collected data from Chinese A-share firms listed on the Shanghai and Shenzhen stock 
exchanges for the period from 2010 to 2016. We compiled all the data from the Chinese stock 
market and Accounting Research Database (CSMAR), which is the primary source of information 
for Chinese listed companies (Hung et al., 2013). CSR information items and media exposure data 
are manually collected. We omitted those firms and years for which data on a certain variable were 
not available. The data related to provinces were downloaded from provincial government websites 
and from the Chinese National Bureau of Statistics. After removing firms with missing data, 
financial firms, and those in special treatment, our final sample consists of 21,295 firms, of which 
3257 published CSR reports. 

2.3.2. Empirical Model and Measures 
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We used ordinary least squares (OLS) regression model and is as specified as follows: 
 

𝐶𝐶𝐶𝐶𝐶𝐶 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) = 𝛽𝛽0 + 𝛽𝛽1PE 𝐸𝐸𝐸𝐸 + ∑ 𝛽𝛽𝑛𝑛𝐷𝐷𝐷𝐷𝑐𝑐𝑐𝑐𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) + ℇ(𝑖𝑖,𝑡𝑡) … … . .𝑁𝑁
𝑖𝑖=1 (1) 

𝐶𝐶𝐶𝐶𝐶𝐶 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) = 𝛽𝛽0 + 𝛽𝛽2RB + ∑ 𝛽𝛽𝑛𝑛𝐷𝐷𝐷𝐷𝑐𝑐𝑐𝑐𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) + ℇ(𝑖𝑖,𝑡𝑡) … … … … .𝑁𝑁
𝑖𝑖=1 (2) 

𝐶𝐶𝐶𝐶𝐶𝐶 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) = 𝛽𝛽0 + 𝛽𝛽3PE × 𝐶𝐶𝑅𝑅 + ∑ 𝛽𝛽𝑛𝑛𝐷𝐷𝐷𝐷𝑐𝑐𝑐𝑐𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) + ℇ(𝑖𝑖,𝑡𝑡) … . . . .𝑁𝑁
𝑖𝑖=1 (3) 

2.3.3. Dependent Variable 
To test the hypotheses, we used CSR disclosure quality as a dependent variable measured through 
disclosures of CSR information issued by companies in their annual report. To recognize whether 
the quality of corporate social responsibility disclosure significantly changes, we first construct a 
reporting monitor to calculate the information of corporate social responsibilities providing by the 
CSR reports that we collected from the CSMAR as the primary source of an information database. 
The CSR report provides information conferring to 10 substances regarding the listed company 
non-financial performance: (1) protection of shareholders, (I1) including meeting the expectations 
and requirements of returns and increases, controlling risk, corporate governance, disclosing 
operational information regularly, shareholders meetings, reports, and communication; (2) 
safeguarding creditors, (I2) which includes taking care of their debts and providing them with 
required information so they can oversea and make judgments about the firm’s operational and 
financial position; (3) employee protection, (I3) which includes provision of appropriate wages, 
health/safety services, career development opportunities, and providing employee training; (4) 
shipping protection, (I4) which includes keeping and maintaining fair, open, and just procurements, 
obeying laws while performing contracts, sharing experience, and participating in industrial 
development; (5) customers protection, (I5) which meant for provision of good quality products 
and customer management service; (6) environmental protection, (I6) which includes reduction of 
greenhouse gases, climate control, and protection of eco-systems; (7) public relations, (I7) which 
includes elements of social responsibility like promoting welfare of people and helping 
underprivileged members of the society; (8) system construction, (I8) which includes development 
and enhancement of the CSR system; (9) workplace safety, (I0) which includes ensuring workplace 
and production safety; and (11) deficiency, (I10) which includes a lack of CSR systems such as 
communication, training, fragile protection of an employee etc. These terms can adopt ratings 
ranging from 0 to 3. From items ranging from 1–11, if it brings no information it will allocate 0. If 
it contains qualitative information it will take the value of 1(Wiseman, 1982). Every firm i, in t year, 
CSR’s quality disclosure will represent a CSR rating, which can be quantified on the bases of 
equation 1 as under; --------In this reference, t depicts the as a whole rating for above mentioned 
10 items, which are part of CSR report for firm I, for year t, and pint rating, which depicts the 
point for item j of firm I for year t. According to the CSR rating definition, higher values indicate 
higher quality done by the listed firms. 

Considering the company’s inabilities related to CSR practices or weak CSR systems—like 
inadequate communication with stakeholders and lack of training, etc.—we use a rating range 
between 0 and 3 for these items. For items covering 11 substances, if there is no information 
reported, the rating will be 0, if there is only general non-quantitative information reported, it will 
be rated as 1; if quantitative information is reported, the rating will be 2, and if monetary 
information is reported, the rating will be 3 (Cooper et al., 2007; Dai et al., 2019; Li et al., 2018; 
Wang et al., 2013; Wiseman, 1982). For each firm i in the year t, we define the quality of corporate 
social responsibility disclosure as CSR Rating, and it is quantified based on equation (1) as follows: 
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𝑪𝑪𝑪𝑪𝑪𝑪_𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑i,t = ∑𝒋𝒋=𝟏𝟏
𝟏𝟏𝟏𝟏  𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑 (𝑰𝑰𝒊𝒊,𝒕𝒕

𝒋𝒋 ) 

 In this regard, 𝑪𝑪𝑪𝑪𝑪𝑪_𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑 i,t refers to the overall rating of 11 aspects or items included in 
the CSR disclosure report of firm i at year t, whereas Rating(𝑰𝑰𝒊𝒊,𝒕𝒕

𝒋𝒋 ) indicates rating of firm i on items 
j in year t. The higher value of 𝑪𝑪𝑪𝑪𝑪𝑪_𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑𝐑 i,t represents higher CSR disclosure quality. 
 

2.3.4. Control Variables 
In this study, we included the following control variables: board size, number of independent 
directors, Tobin’s Q (TQ), book to market ratio (BTMA), asset growth, (ROA), return on equity 
(ROE), board meeting, financial leverage, and board independence to further check the magnitude 
of impact on CSR reporting quality. Numerous studies have used these control variables for CSR 
disclosure quality, among them: (Clarkson et al., 2008; Khan et al., 2019; Marquis & Qian, 2014; 
McGuinness et al., 2017; Roberts & society, 1992). Finally, we added industry dummies to control 
for the specific effect of industry and we included year dummies that are used to control the 
potential effect of time. For more details, see Table 2.1.  

2.3.5. Independent Variables 
To test the last two hypotheses, political embeddedness (PE) was consistent with previous literature 
(Chen et al., 2011; Clarkson et al., 2008; Khan et al., 2019; Marquis & Qian, 2014; McGuinness et 
al., 2017; Roberts & society, 1992; Wu, Wu, & Rui, 2012)  and we created a dummy variable for 
PE. A firm was assigned a value of 1 if politically embedded and 0 if not. A firm is politically 
embedded if one of its director, senior officers, or supervisors (i.e., chairman, president, vice 
president, etc.) is or was a member of the National People’s Congress (NPC), a government official, 
or a member of the Chinese People’s Political Consultative Conference (CPPCC) (Li et al., 2008; 
Li et al., 2006; Wu, Wu, & Rui, 2012). According to Bruce Seifert and Barbara R. Bartkus (2004), 
cash flow is described as an available resource for discretionary purposes (Seifert et al., 2004). Thus, 
we measured the resource base as total cash flow from different activities including business 
activities-like operating, investing, and financing (Carow et al., 2004; Marquis & Qian, 2014).  

In this study, we included the following Control variables: board size, number of independent 
directors, Tobin’s Q, BTMA, asset growth, (ROA), (ROE), board meeting, financial leverage, and 
board independence to further check the magnitude of impact on CSR reporting quality.  

Finally, we added industry dummies to control for the specific effect of industry, and we 
included year dummies that are used to control the potential effect of time. Furthermore, for more 
details, see Table 2.1.  
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Table 2.1: Description of variables; CSR Disclosure-Corporate Social Responsibility 
Disclosure Quality; PE-Political Embeddedness; RB-Resource Base. 

Variables Abbreviation Measurement 

Corporate social 
responsibility 
Disclosure  

CSR Disclosure 

The CSR report provides information conferring to 
ten substances regarding the listed company's non-

financial performance. CSR report is a dummy 
variable equal to 1 if the focal firm has issued a CSR 

report in a given year, and it is 0 otherwise. 

Political 
Embeddedness PE 

Political Embeddedness: The firm assigns value 1 if 
it is politically embedded and 0 otherwise. A firm is 
politically embedded if one of its directors, senior 
officers, or supervisors (i.e., chairman, president, 

vice president, etc.) is or was a member of the 
National People’s Congress (NPC), a government 

official, or a member of the Chinese People’s 
Political Consultative Conference (CPPCC). 

Resource Base RB 
Resource base as total cash flow from different 

activities of business-like operating, investing, and 
financing. 

Firm Size FS Defined as the natural log of total assets. 
Board Size BS The number of directors on the board. 

Independent Director ID The firms will take at least 
2 directors as independent directors. 

Tobin’s Q TQ Tobin's Q is the percentage among a physical asset's 
market value and its additional value. 

Book to Market Ratio BTMA Book to market ratio of shareholders equity. 

Asset Growth AG Asset Growth of the company is measured as the 
change in total assets. 

Return on Assists ROA Total profit is a percentage of total assets. 
Return on Equity ROE The ratio of total profit and percentage of equity. 
Board Meeting BM The number of meetings in one-year time. 
Financial Leverage FL The ratio of total debt to the total asset. 

Year and Industry YI 
To control the effect of year and industry, we 

included year and Industry dummies in all 
regressions 
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2.4. Descriptive Statistics and Correlation Matrix 
The descriptive statistics and correlations reported in Table 2.2 include control variables. The mean 
value of CSR disclosure 5.406 has a standard deviation of 2.505. The average value of firm size 
(FS), board size (BS), independent director (ID), TQ, BTMA, asset growth (AG), ROA, ROE, 
board meeting (BM), and financial leverage (LEV), are 23.192, 9.483, 3.493, 1.752, 1.186, 0.166, 
0.042, 0.082, 10.215, and 0.509, respectively. Here, correlation analysis is used to test the existence 
of multicollinearity by checking the Pearson correlation. All correlation results are below 0.70, 
which indicates that maximum correlation among the variables does not exceed 0.60. Therefore, 
no multicollinearity problem can significantly affect our results. The mean-variance inflation factors 
(VIFs) was 1.3, which was below the rule-of-thumb cutoff of 10 (Marquis & Qian, 2014). The 
descriptive statistics and correlation can be found in Table 2.2.
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Note:*, significance at the 0.05 level. T-statistics are reported in parentheses. For a detailed description of variables, see Table 2.1.  

 

 

 

Table 2.2: Descriptive Statistics and Correlation. 
Variables Mean S.D Min Max (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) 
(1) CSR Disclosure  5.406 2.505 1.000 8.000 1.000             
(2) PE 0.105 0.306 0.000 1.000 −1.105 1.000            
(3) RB 24.83 5.508 14.557 38.975 −0.050* −0.015* 1.000           
(4) FS 23.192 1.747 18.265 30.814 0.044* −0.073* −0.182* 1.000          
(5) BS 9.483 2.282 4.000 22.000 −0.003* −0.002* −0.100* 0.261* 1.000         
(6) ID 3.493 0.839 1.000 8.000 0.023* 0.007* −0.092* 0.315* 0.593* 1.000        
(7) TQ 1.752 1.813 0.096 33.270 −0.081* 0.068* 0.119* −0.468* −0.169* −0.143* 1.000       
(8) BTMA 1.186 1.153 0.030 10.328 0.015* −0.078* −0.110*  0.580* 0.114* 0.137* −0.488* 1.000      
(9) AG 0.166 0.343 −0.828 10.888 −0.035* 0.019* −0.001 −0.023* −0.000 -0.001 0.106* −0.073* 1.000     
(10) ROA 0.042 0.574 −0.690  0.481 −0.088* 0.056* −0.058* −0.066* −0.404* 0.026* 0.366* 0.350* 0.164* 1.000    
(11) ROE 0.082 0.816 −18.568 43.614 −0.061* 0.054* −0.059*  0.084* 0.068* 0.054* 0.190* 0.180*  0.164* 0.547* 1.000   
(12) BM 10.215 4.790 1.000 57.000 −0.012 −0.020* −0.029* 0.188* 0.029* −0.076* −0.105* 0.205* −0.017* −0.127* −0.047* 1.000  
(13) FL 0.509 0.509 0.007 1.344 0.075* −0.056* −0.138*  0.458*  0.115* 0.132* −0.477*  −0.607* −0.477* −0.085* −0.185* 0.241* 1.000 
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2.4.1. Analysis and Results  
Table 2.3 shows the OLS regression analysis estimates of the influence of political embeddedness 
and resource based on CSR disclosure quality and control variables. Depending on the respective 
model, the results reveal a significant relationship between the latent. In model 1, we tested the 
relationship between PE and CSR disclosure. We found a negative and significant (t = −4.32, p 
< 0.000) coefficient of political embeddedness, which implies that political embeddedness has a 
negative influence on CSR disclosure quality, thus supporting hypothesis (H1).  

Thus, our results show a decrease in CSR disclosure quality amongst companies with high 
PE, revealing a negative relationship between political embeddedness and CSR disclosure quality 
(Marquis & Qian, 2014; Muttakin et al., 2018). Model 2 reveals the estimation result regarding 
our main hypothesis (H2). The coefficient of the resource base indicated a positive and 
significant relationship with CSR disclosure (t = 9.35, p < 0.000). Based on the results, hypothesis 
(H2) is accepted, meaning that firms with a larger resource base will report CSR more swiftly 
and with higher quality (Kim & Kim, 2019). Furthermore, we applied model 3 with moderation 
and checked hypothesis 1 (H1) and hypothesis 2 (H2) collectively. Results (see Table 2.3 and 
Figure 2.1) revealed support for the third hypothesis (H3), which suggests that PE played a 
negative moderating role between resource bases and CSR disclosure quality (t = 5.35, p < 
0.000). Table 2.3 further shows results regarding control variables. Most control variables had 
an insignificant relationship with CSR disclosure quality. The result of the control variables is 
also consistent with the previous (Ali et al., 2019; Garcia-Sanchez et al., 2014; Lopatta et al., 
2016). 

 
Table 2.3: Influence of PE on the Quality of CSR Disclosure (Ordinary Least Squares (OLS 

Regression). 
Variables Model 1 Model 2 Model 3 
CSR Disclosure  OLS OLS OLS 

PE −0.636*** 
(-4.32) 

−0.514*** 
(-3.52) 

−0.767*** 
(-5.02) 

RB -------------- 0.033*** 
(9.35) 

0.024*** 
(6.07) 

Interaction -------------- -------------- −0.025*** 
(5.35) 

FS −0.009 
(-0.21) 

−0.016 
(-0.37) 

-0.019 
(0.44) 

BS −0.049 
(-1.43) 

−0.049 
(-1.43) 

−0.050 
(-1.48) 

ID 0.081** 
(1.93) 

0.188** 
(2.00) 

0.180** 
(1.93) 

TQ 0.056* 
(-1.83) 

−0.055* 
(-1.82) 

−0.054* 
(-1.79) 

BTMA −0.050 
(-0.90) 

−0.046 
(-0.85) 

−0.049 
(-0.90) 

AG −0.176 
(-1.33) 

−0.016 
(-0.12) 

−0.078 
(-0.59) 

ROA 0.440 
(0.40) 

−0.390 
(-0.36) 

0.267 
(0.24) 

ROE −0.485** 
(-1.96) 

−0.440** 
(-1.80) 

−0.439** 
(-1.81) 

BM −0.026*** 
(-2.86) 

−0.016* 
(-1.76) 

−0.016** 
(-1..82) 

FL 0.647** 
(2.04) 

0.632** 
(2.02) 

0.601** 
(1.93) 

Constant 4.140*** 
(4.23) 

3.620*** 
(6.80) 

3.852*** 
(3.99) 

R2 0.0482 0.0732 0.0813 

Notes: *, **, ***, significant at 10%, 5%, and 1%, respectively. T-statistics are reported in 
parentheses. Year and industry dummies are included but not reported here. For a detailed 
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Description of Variable, see Table 2.1.

 
Figure 2.1: Interaction Moderation (PE Dampens the Positive Relationship between 

RB and CSR Disclosure). 

2.4.2. Endogeneity and Other Robustness Tests  
To further ensure the robustness of our study, our analysis reports a positive and significant relationship 
between the political embeddedness and CSR disclosure quality. To examine the issue of sample selection 
bias, we used the Heckman (1979) two-stage analysis. In the first stage, we report our key empirical results 
of political embeddedness and resource base using OLS regression (Heckman, 1979). We estimate OLS 
regression for political embeddedness and resource base by regarding all of the control variables as the 
determinants of political embeddedness and resource base. After estimating this OLS regression for CSR 
disclosure quality, the second-stage model expecting CSR disclosure quality, which was the indicator from 
the first-stage model, converts into a risk rate using the inverse Mills ratio (Van de Ven & Van Praag, 
1981). Finally, we estimate our main regression using PE and resource base as the independent variable 
in Table 2.4. Models 1–3 shows the results of the two-stage Heckman method. In both models, PE 
remains negative and significant and the resource base remains positive and significant, which shows that 
our Heckman results are trustworthy and there is no issue of sample-selection bias. 
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Table 2.4: Additional, Endogeneity, and Further Robustness Tests. 
Variables Model 1 Model 2 Model 3 
CSR Disclosure  OLS OLS OLS 

PE −0.636*** 
(−4.33) 

−0.514*** 
(−3.52) 

−0.767*** 
(−5.03) 

RB -------------- 0.033*** 
(9.38) 

0.024*** 
(6.09) 

Interaction -------------- -------------- 0.025*** 
(5.37) 

FS −0.009 
(−0.21) 

−0.016 
(−0.37) 

−0.019 
(−0.44) 

BS −0.049 
(−1.44) 

−0.049 
(−1.44) 

−0.050 
(−1.48) 

ID 0.184** 
(1.94) 

0.188** 
(2.01) 

0.180* 
(1.94) 

TQ 0.056* 
(−1.84) 

−0.055* 
(−1.82) 

−0.054** 
(−1.80) 

BTMA −0.050 
(−0.90) 

−0.046 
(−0.85) 

−0.049 
(−0.90) 

AG −0.176 
(−1.32) 

−0.016 
(−0.12) 

−0.078 
(−0.59) 

ROA 0.440 
(0.40) 

−0.390 
(−0.36) 

0.267 
(0.25) 

ROE −0.485** 
(−1.97) 

−0.440** 
(−1.81) 

−0.439** 
(−1.81) 

BM −0.026*** 
(−2.87) 

−0.016* 
(−1.76) 

−0.016** 
(−1..82) 

FL 0.647** 
(2.04) 

0.632** 
(2.02) 

0.601** 
(1.93) 

Constant 4.144*** 
(4.24) 

3.620*** 
(3.75) 

3.852*** 
(4.01) 

Lambda 0.1235623 0.0275016 2.42827 
R2 0.0482 0.0732 0.0813 

Notes: *, **, ***, significant at 10%, 5%, and 1%, respectively. T-statistics are reported in parentheses. 
Year and industry dummies are included but not reported here. For a detailed description of variable, see 
Table 2.1. 

2.5. Discussion and Conclusion 
This study examined the influence of political embeddedness and resource base on CSR disclosure in China. Our 
results show a decrease in CSR reporting quality amongst companies with high political embeddedness, revealing 
a negative relationship between political embeddedness and CSR disclosure quality (Chen et al., 2019; Li et al., 
2019). Firms with large government stakes focus more on financial performance and (Seifert et al., 2004) rely on 
the government for critical decisions (Chen et al., 2019). Our findings further strengthen that firms with higher 
state ownership represent superior social performance because of legitimate and normative influence of state 
departments at the national level. On the other hand, with the decrease of state ownership, firms’ priority of 
fulfilling social objectives shift toward financial objectives (Khan et al., 2019).  

Further, the special focus of our research inquiry was related to government ownership and political links, 
which show an effect on registered firms in China and their possibility of publishing quality reports on CSR. The 
research outcome shows that firms, which are politically embedded, have more tendency to issue reports on CSR, 
which are not politically embedded. Further results endorse that there is a high ratio of CSR disclosure if firms 
feature political embeddedness and if firms with various layers of political embeddedness project the strategic 
options of an organization. We extracted that from the central level of firms where there are more possibilities of 
doing disclosure on CSR, political embeddedness and government ownership with political links are essentials for 
increasing the chances of reporting about CSR. 

Excitingly, the outcome of our research does not point out that the quality of CSR disclosure of state-owned 
firms is better than provincial government-owned firms. The possible interpretation of the above-mentioned 
revelation is the current reform procedure that is more serious in firms owned by the local government. Moreover, 
firms either owned by local or federal government have to comply with the required standards of quality disclosure 
on CSR as demanded by the government and community. This becomes the core reason for firms either at the 
central or local level to incorporate more CSR activities for enhancing the quality of CSR reporting. Thus, the 
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finding of this study is consistent with the theory of political legitimacy, which evidences that political 
embeddedness enhances the actual value of CSR strategies endorsed by regulators. A more notable thing is that 
different types and levels of reliability on government support make firms more vulnerable to various kinds of 
political forces, which ultimately impact initiatives linked to CSR. Regulators modify CSR related practices due to 
ownership (direct influence) or through political links with executives (indirect influence) of organizations. 
Therefore, we conclude that both government ownership and political links are active approaches for affecting 
practices related to CSR (Ehrnström‐Fuentes, 2016; Hung et al., 2012; Voinea & van Kranenburg, 2018). 

Accordingly, political embeddedness also influences the trade-off with corporate budget execution 
representing opportunity costs, undermining the competence of government-induced CSR policies. Efficiency 
and effectiveness gauges need to consider for an overall evaluation of officially endorsed policies like dissemination 
of policies linked to practices of CSR. We also need to consider the aspect of efficiency results that claim that 
regulator interference comes with opportunity cost. Second, this study reveals a positive association between 
resource base and CSR disclosure quality, suggesting that the direct or indirect accessibility of suitable resources 
is of essential status in appraising the firm strategy.  

Additionally, in line with the resource-based view of the firm, decent financial performance could possibly 
outcome in the availability of the resources needed for CSR practices, thus offering further chances for firms to 
become involved with CSR (Surroca et al., 2010). Due to an absence of financial resources, in responding to the 
exertion of the force of shareholders, firms might finish up with proper rules and specified obligations that they 
cannot support in preparation. 

2.5.1. Policy Implications  
Our results offer useful input for various stakeholders including policy drafters, investors, and partners in Chinese 
firms linked to practices of CSR. Firstly, the outcome that political embeddedness in the Chinese business 
environment not only matters but it drives dissemination of functions linked to CSR is significant. Firms’ reactions 
depend on the type and level of a firm’s dependency on government support, which is furthered by policy 
implications. The approach of the Chinese government is different amongst centrally and provincially state-owned 
firms and, consequently, strategies linked to CSR are different according to the status of political embeddedness. 
Therefore, the results stress considering opportunity costs related to account policy. If the betterment number of 
firms publishing CSR reports and CSR disclosure comes at the cost of a decrease in the resource base, the potential 
social benefit would be negative. This would indicate that the related policy is unfavorable. If the government 
want the major role of politically embedded firms in China, then this could be achieved through sponsorships of 
extra training, financial incentive schemes (Yin, 2017), or tax incentives (Yin & Zhang, 2012). 

Another implication of our study could be of value for multinational investors looking to operate in China: 
political embedded firms at the central level strongly influence strategic decisions. This could possibly affect a 
foreign investor’s choice and agreement of multinational companies (MNCs) to cooperate with their Chinese 
counterparts. This is also relevant for the business partners and investors of Chinese firms with various facets of 
value creation (Yin & Jamali, 2016) , as they must endorse CSR practices and possibly support centrally embedded 
firms, while local or less CSR practicing firms may choose no political embeddedness (Hernández-Perlines & 
Rung-Hoch, 2017). Moreover, the most effective way to enhance CSR disclosure is by having business partners 
and investors from Chinese organizations establish an environment in an institutional context where CSR can be 
initiated (Yin & Jamali, 2016) and deep comprehension of policies are set by various tiers of government 
(Hernández-Perlines & Rung-Hoch, 2017). Finally, we witnessed that corporal philanthropy inclines to link with 
a higher level of the resource base, though this link is internal. We doubt that firms’ CSR information driven 
philanthropy potentially increases or is equal to the increase of its resource base. We found that firms fighting for 
reputation sacrifice their resource base and get CSR prizes. 

2.5.2. Limitation and Future Research  
This study has some limitations, among them two related to proxies of CSR and PE. We incorporated the 
possibility of issuing CSR reports, CSR disclosure, and CSR information in this analysis. This research did not 
examine the link between other CSR dimensions and PE, like the credibility of CSR disclosure information 
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documented in CSR reports. As far as the proxies of political embeddedness are concerned, the assumption 
backing an empirical aspect is that political connections and government ownership uniformly affect CSR 
disclosure choices of firms. However, the level of political impact may differ between firms, government officials 
can cash in different level of political connection based on their status in social connections (Hernández-Perlines 
& Rung-Hoch, 2017). More research could create distinction among tiers of political embeddedness to enhance 
the influence and dissemination of official signals and policies, like promulgation of CSR actions in China. In 
addition, another line of research could analyze the governmental roles in facilitating and disseminating firms’ CSR 
practices. More research could include a global sample of firms and Western-based samples to help broaden 
findings. Enhanced comprehension is crucial and can improve our learning about conditions that facilitate or 
nurture the advancement of sustainable firms' practices and endorse sustainable values (Jackson et al., 2020; Li et 
al., 2019).  
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CHAPTER 3:  

Corporate Social Responsibility Disclosure: Effects of Political Embeddedness, 
Executive Turnover and Shareholder Equity. Evidence from China3 

 

The context of China fosters different contextual factors, which influences the quality of corporate social 
responsibility (CSR) disclosure in comparison to firms across the rest of the world. Political embeddedness at a 
corporate level are one of these vital factors. This studies the influence of firm-level political embeddedness (PE) 
and executive turnover (ET) on the quality of CSR disclosure in the context of shareholding status of departing 
executive in Chinese listed A-share firms. Stakeholder and Agency theories are applied to the dissemination of 
CSR disclosure in Chinese firms whereby we used 20,578 firm-years interpretations of Chinese registered 
companies between 2012 and 2019. The results foster a negative link between executive turnover and quality of 
CSR disclosures. In addition, a negative relationship has been found between political Embeddedness and the 
quality of CSR disclosure. The findings disclose that the shareholding status of departing executive moderate the 
relationship between the impact of political embeddedness and executive turnover on firms quality of CSR 
disclosure, whilst the effect of executive turnover on the quality of CSR disclosure was found more pronounced 
for firms whose departing executive held larger shareholding (SH). This study contributed to the literature on 
the quality of CSR disclosure while recognizing the negative effect of executive turnover on a firm’s quality of 
CSR disclosure for politically tied firms with a reinforcing moderating role of the shareholding status of departing 
executive. 

 

3.1. Introduction 

In China, companies are usually politically connected, and a huge part of the literature shows that political 
embeddedness hold considerable significance for firms. In theory, the Shleifer and Vishny (1994) model of 
bargaining shows that political parties cater to pressure groups and organized companies, and these groups and 
companies harness a big proportion of their office’s supportive role as compared to the general public, as the 
public are disorganized (Cheng et al., 2017; Shleifer & Vishny, 1994). Crony capitalism also recommends that 
political parties’ leaders take advantage of their power to make rentals for their relatives and family member trades.  

Upper echelon theory is a widely cited theory for the distinguished role of the executive. For instance, in 
(Agrawal & Knoeber, 2001; Cooper et al., 2010; Fisman, 2001; Frankl & Roberts, 2018; Goldman et al., 2009; 
Johnson & Mitton, 2003; Kroszner & Stratmann, 1998) executive are deemed the brain of an organization and 
the most responsible for its concordances and discrepancies. In the same manner, the role of executive in CSR 
provision has also been found to be significant in some earlier studies (Bradly & Nathan, 2019; Pujari et al., 2004; 
Sharma, 2000), having an extended connection with executive turnover (Al-Htaybat & von Alberti-Alhtaybat, 
2017; Cheng & Leung, 2016). This phenomenon is concomitant with modern corporate governance (Shen & Cho, 
2005), having a different scope in different countries depending upon the governmental regulations, corporate 
culture, and human resource pool{Chang, 2009 #129}. The fulfillment of the purpose of the CSR report is 
hampered by different reasons whereby executive turnover is deemed to be one of the prominent reasons. It has 
been studied in terms of its causal relationships with different antecedents and impacts, for voluntary and 
involuntary turnover, including but not limited to large outside shareholders, the poor performance of firms, 
governmental ownership, and incumbent power. Few pieces of research, nevertheless have examined the negative 
influence of political embeddedness on CSR (Bernard et al., 2018; Chaney et al., 2011b; Chaudhary, 2017). 

                                                                 
3 This chapter resulted in the following publication: Rauf, F., Voinea, C. L., Naveed, K., & Fratostiteanu, C. (2021). 
CSR Disclosure: Effects of Political Ties, Executive Turnover and Shareholder Equity. Evidence from 
China. Sustainability, 13(7), 3623. 
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Therefore, empirical insight into the relationship between executive turnover and quality of CSR disclosure for 
political firms is direly needed. 

Previous research mentions that the quality of CSR disclosure can influence shareholders’ comprehension of 
the company’s performance, risks, and value positively (Cai et al., 2017; Chaney et al., 2011b; Cormier et al., 2011b; 
El Ghoul et al., 2011; Godfrey et al., 2009; Gray et al., 1995; Lourenço et al., 2012; Michelon, Rodrigue, Trevisan, 
et al., 2020; Salama et al., 2011; Simpson & Kohers, 2002). Furthermore, the quality of CSR disclosure decreases 
information irregularity among executive, shareholders, and other stakeholders, and relieves the firm grip and 
control of executive. Efficient boards are thus predicted to encourage the quality of CSR disclosure (Hong et al., 
2016; Jamali et al., 2008). Furthermore, the quality of CSR disclosure in yearly information provides panels to 
indicate their stability among economic and social objects (Ali et al., 2017; Gray et al., 1995). 

Stakeholder theory is the prevalent theory inculcated in the studies related to CSR. Freeman (1994) promoted 
the theory of stakeholders to suggest a new pattern in strategic management. The explanation of stakeholder’s 
concentration on the interconnection among institutions and several of its categories, like Customers, workers, 
suppliers, shareholders, public, climate, etc. was well received. This theory promulgates that firms should maintain 
strong interactions with the relevant stakeholders (Brown & Forster, 2013; Elijido‐Ten et al., 2010; Freeman, 1994) 
and that the quality of CSR disclosure, as an important instrument of this interaction, could deliberate the main 
stakeholders (Ellerup Nielsen & Thomsen, 2007; Ramadhini et al., 2020). Snider and Martin (Snider et al., 2003) 
Suggested that stakeholder theory is an acceptable structure to assess the quality of CSR disclosure. The extensive 
increase in financial numbers and improvement in macroeconomic indicators qualified by the Chinese economy 
in the current years has pushed business growth in a number of shareholding firms. As the world is biggest 
intermediate financial and developing marketplace, China has realized a sequence of rules concerning the quality 
of CSR disclosure whereby its quality is of appreciable attention to shareholding controllers and researchers. 

The first research question that we ask regards the relationship between executive turnover and the quality of 
CSR disclosure. We address this by using a complete measure of CSR and by looking at numerous sub-
components that contribute to the overall CSR. The second research question is how does a firm’s affect the 
quality of CSR disclosure? The third question regards the role of the shareholding status of departing executive in 
the connection between and quality of CSR disclosure for a firm?  

The contributions of our study are many and multi-folded. First, the literature on the effects of executive 
turnover on the quality of CSR disclosure in political embeddedness firms is scant and therefore it will enhance 
our understanding of this phenomenon in the premise of upper echelon and stakeholder theories. Second, the 
contextual and moderating role of the shareholding status of the departing executive inculcates the agency 
perspective in a more pronounced manner. The answers to this question are interesting and contribute to our 
understanding of the interplay between executive turnover and quality of CSR disclosure in the firms in the context 
of shareholding status, as no previous study has looked at this interplay. This is important for individual researchers 
and policymakers who are interested in antecedents of quality of CSR disclosure of firms. 

The rest of the study is organized as follows: Section 2 presents the literature review and hypotheses 
development; Section 3 explains the methodology; Section 4 presents the descriptive statistics, correlation matrix; 
Section 5 results and, finally, Section 6 presents the conclusion and limitations. 

3.2. Literature Review and Hypotheses Development 

3.2.1. Executive Turnover and Quality of CSR Disclosure 
A great deal of research is underway on executive turnover across various disciplines like psychology, economics, 
sociology, and management. Each discipline has its focus and accordingly employs different research 
methodologies. For example, psychologists are specifically interested in the motivation behind turnover while 
economists are more interested in the outcomes relevant to firms’ economic performance. In management studies, 
these issues have been of continuous concern, especially in organizational and strategic management disciplines. 
Bowen and Siehl (1997) recognized the profitability and comfort of movement as important antecedents for 
turnover while building their proposition based on (Bowen & Siehl, 1997), Willamson (1994) Also, Jackofsky & 
Peters (1983) has enumerated the tradeoff between the profitability of movement in the sensed job option and 
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feeling of gratification as a push to a decision for turnover or retention (Hulin et al., 1985; Jackofsky & Peters, 
1983; Williamson, 1994). Instead of vehement research on employee turnover in general and executive turnover 
from an organizational and strategic management perspective, the relationship is rarely being worked on with the 
quality of CSR disclosure. The departing and incoming executive traits are likely to affect the quality of CSR 
disclosure due to many reasons. Firstly, an incoming executive from outside of the firm will plausibly apply 
adjustments and modifications in contrast to an internal replacement whereby the status quo is more plausible to 
be maintained (Cao et al., 2006; Donald L Helmich & Warren B  Brown, 1972; Reverte, 2012). Secondly, an 
internal replacement is more likely for a smooth transition of authority and there will be a little possibility of release 
of a poor report connoted with the departing executive (Chen & Hambrick, 2012; HJ Zhu & Y  Lin, 2003). 
Executive turnover is studied in terms of financial performance and a negative association has been detected 
between executive turnover and a firm’s financial performance. For example, industry-adjusted stock returns are 
found to be negatively associated with executive turnover (Fee & Hadlock, 2003; H. Grinyer & Norburn, 1975). 
Executive may leave firms voluntarily or by force. If an executive takes leave till the retirement age or agreement 
expiration, it can be treated as a normal turnover and it is reported as having no relation with the firm’s 
performances{Chang, 2009 #129}. Also, the executive who receive large bonus payments or lucrative board seats 
after retirement are treated as voluntary turnover (Barefoot et al., 2021; Reitenga & Tearney, 2003). In contrast to 
that, if executive are forced to leave a firm for reasons other than that of age, tenure, or health issues, it is regarded 
as involuntary turnover. Involuntary turnover has been worked on for its causes and outcomes in terms of 
organizational adaptation theory, agency theory, and relational theory (social psychological perspective) whereby 
executive are considered influential at par in a firm’s decision-making and its performance and therefore we 
constitute the first hypothesis of the study as follows. 

Hypothesis H1. Firms with executive turnover will issue corporate social responsibility disclosure more slowly and less substantively 
(i.e., more symbolic or with lower quality) as compared to the firms without an executive turnover. 

3.2.2. Political Embeddedness and Quality of CSR Disclosure 
The firms having strong governmental embeddedness are known as politically embeddedness firms. These ties 
might be through network connections or state ownership (Marquis & Qian, 2014; Wang et al., 2021). One form 
of this phenomenon is to have government officials in the service of an organization’s executive or directors, 
literally embedding political affiliates in economic organizations (Chen & Dickson, 2010; Wahab et al., 2020). This 
phenomenon is on the horns of a dilemma as on one hand, it may leverage the firms with ingress to government’s 
valuable resources but on the other hand, it makes them liable for extra limelight of government monitoring. It 
decreases the uncertainty for firms while extending to them the knowledge about the pragmatics of 
accomplishments of tasks in state agencies in the form of navigating state agencies, clarifying regulatory processes, 
and improving understanding of state functionaries. It instills a kind of informality in business state relationships 
by envisaging the base of state-business relations on shared goals (Yang & Rivers, 2009) resulting in trust-building 
between state and business. This trust and knowledge may lead to the exchange of favors with bureaucrats and 
incline them to lightening the regulatory load on firms, relaxation in tax and other fees, and easing in the provision 
of resources controlled by the state in the form of loans and land use rights (Nee & Opper, 2010; Schaap, 2020). 
Therefore, the political embeddedness of a firm can support them to reduce the uncertainty of survival while 
extending companies with enormous assistance. On the other side, however, the political embeddedness of firms 
inflict an extra burden on the company’s financial performance. It can affect the whole intricacy of interior 
corporate governance (Wong, 2010). For instance, Fan and Zhang (2007) find that politically embedded firms’ 
boards are inhabited by other government officials with less expertise and experience (Fan et al., 2007). This is 
prone to bad quality of parameters of corporate governance in these firms and harms turnover performance. 

Chinese market structure provides a very good example of politically embeddedness firms (Marquis & Qian, 
2014). Albeit the emergence of a decentralized market-oriented system, there is still strong governmental control 
(Xu & Zeng, 2016). Amid devolution plans of companies, several companies have been updated from 
government-controlled entities into public traded companies, nevertheless, a majority of shareholding still lies in 
the hands of the government. Consequently, the ownership and actual control of firms lie in the hands of the 
government at par (Abolhassani et al., 2020; Guthrie & Wong, 2012). Moreover, often the executive of firms also 
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happen to be public office bearers, which depict political connections between firms’ senior executive and 
government (Marquis & Qian, 2014; Wu, Wu, Zhou, et al., 2012). In the big picture, China represents a well-suited 
and classical empirical setting for the analysis of political embeddedness firms. 

On the governmental level in China, there has been a shift of acknowledgment of the environmental and 
social effects of corporate activities and has therefore signaled CSR reporting as an important and desired activity. 
For instance, the Communist Party Committee put forward a statement to ensure the benchmarks of social 
responsibility between individual, national, corporate firms, and all types of companies (Li et al., 2020; Liu & 
Anbumozhi, 2009). Consequently, financial institutions like the Shenzhen and Shanghai stock exchanges worked 
out guidelines and standards for the quality of CSR disclosure (Gong et al., 2020; Lin, 2010). Apart from that, the 
Chinese government has also directed businesses with its mandatory reporting standards for the disclosures of 
Chinese firms (Marquis & Qian, 2014). It is observed that in general, the Chinese government can be regarded as 
a principal driver and promoter of CSR activities (Xu & Zeng, 2016). 

In terms of CSR engagement and its quality, the foremost area of focus for researchers in this regard is the 
issuance of a CSR report in the first place. Legitimacy theory which questions the justification of the existence of 
firms and associates it with society’s prerogative rather than an inherent right is a basic premise considered by 
early researchers in this regard (Deegan, 2002; Islam et al., 2020). Thus, this is required for firms to access necessary 
resources for the successful conduct of business require political legitimacy. This is the perceived compliance level 
of a firm to the governmental laws and norms (Marquis & Qian, 2014). Therefore, that if a government conditions 
quality of CSR disclosure as a desired activity, political legitimacy is on the disposal of issuance of CSR report. In 
tandem with this background, it can be claimed that politically embeddedness firms have already an advantage of 
political legitimacy and are therefore disincentivized for the compliance of quality of CSR disclosure per se. 
Notwithstanding, a control-oriented perspective contradicts the above proposition in the sense that it promotes 
the view of the behavior of firms to be dependent upon regulatory pressure from the government (Rauf, 2020; 
Zhao, 2012). In the case of China, this view is of importance in the sense that firms with political embeddedness 
are considered to be the nurturers of governmental policies (Ling et al., 2016). To maintain their repute and 
legitimacy in the eyes of the government and securing a future political career, the executive with political 
connections abide by the government policies per se (Krammer & Jimenez, 2020; Marquis & Qian, 2014). Agency 
theory, however, promulgates that the activities of issuance of CSR reports will be underpinned by self-interest 
and self-promotion and are prone to compromising the interests of owners and other stakeholders. In light of the 
above discussion, we propose that the quality of CSR disclosure will be compromised in this whole scenario and 
formulate the following hypothesis. 

Hypothesis H2. Firms with political embeddedness will issue corporate social responsibility disclosure more slowly and less 
substantively than those firms, which have no political embeddedness. 

3.2.3. Moderating Role of Shareholding 
In the previous sections, we have discussed that executive turnover and political embeddedness of firms will have 
a negative association with firms’ quality of CSR disclosure. This relation can be influenced by the shareholding 
status of the departing executive. Firm ownership is a growingly influential factor for corporate governance and 
the quality of CSR disclosure attributes (Johnson et al., 2011). When ownership is distributed enough, its role is 
marginal in the monitoring and evaluation of the firm’s performance owing to its cost-benefit ratio. The managerial 
agency problem hence arises, as the principals are less motivated and less resourceful to do so. This dilemma 
leaves the market forces as the controllers for the managerial check (Gillan, 2006; Martínez-Ferrero et al., 2016). 
Notwithstanding, when ownership of a firm is less dispersed and more concentrated, the role of large shareholders 
becomes important in monitoring and evaluation (F. Cao et al., 2019; Zhuang, 1999) leading to the pyramiding 
and tunneling effect of ownership. Chen and Xia (Xu et al., 2020) established that the ownership concentration 
of shareholders affects the level and quality of CSR disclosure. In the Chinese context, there are two types of 
ownership by and large, i.e. state ownership and non-state ownership. The case of non-state ownership is relevant 
here. 

The incentives of large shareholders to use their controlling position are prone to extracting personal benefit 
to the detriment of minority shareholding which results in agency problems (Bozec & Laurin, 2008; Rinaldo & 
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Puspita, 2020). Large shareholders may be more incentivized to overinvest in CSR activities and report them. The 
government’s benchmarked CSR activities will be carried out overwhelmingly to serve for good image and 
reputation of CSR-friendly shareholding (Shu & Chiang, 2020). Now the quality of CSR depends on the willingness 
and motivation of the executive as discussed earlier, which is directly influenced by his/her stakes and control. If 
the executive departs from the controlling position, his/her motivation and control will no longer remain and will 
lead to harm to the willingness and motivation for quality of CSR disclosure on part of the executive. Thus, we 
state the following hypotheses: 

Hypothesis H3. The effect of executive turnover on firms and quality of corporate social responsibility disclosure will be stronger 
for companies whose departing executive hold larger shareholding. 

3.3. Methodology 

3.3.1. Sample and Data 
Our study sample includes all public A-share companies of China, which are registered on the Shenzhen Stock 
and Shanghai Exchanges for the period 2012–2019. They are summarized using the comparative study of the 
annual survey of the listed company. Separate CSR reports are extracted from the Chinese Stock Market and 
Accounting Research database (CSMAR). This database collects information from the annual reports and financial 
reports of Chinese listed firms. As the study requires personal information of the departing executive for the 
previous years to measure their political embeddedness, therefore the span of the study has been extended to 
seven years. The firms with non-availability of data for a specific variable were omitted and hence the final sample 
comprised of a total of 20,578 firm-years observations. 

3.3.2. Empirical Model and Measures 
To test the quality of CSR disclosure relationship with executive turnover, political embeddedness of firms, and 
shareholding status of departing executive, this study utilizes the ordinary least squares (OLS) regression model. 
This model can be specified as follows: 

 
𝐶𝐶𝐶𝐶𝐶𝐶 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) = 𝑎𝑎 + 𝛽𝛽1 𝐸𝐸𝐸𝐸 + ∑ 𝛽𝛽𝑛𝑛𝐷𝐷𝐷𝐷𝑐𝑐𝑐𝑐𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) + ℇ(𝑖𝑖,𝑡𝑡) … … … . … … … . … . .𝑁𝑁

𝑖𝑖=1 (1) 

𝐶𝐶𝐶𝐶𝐶𝐶 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) = 𝑎𝑎 + 𝛽𝛽2 𝑃𝑃𝐸𝐸 + ∑ 𝛽𝛽𝑛𝑛𝐷𝐷𝐷𝐷𝑐𝑐𝑐𝑐𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) + ℇ(𝑖𝑖,𝑡𝑡) … … . . … … … … . . . . .𝑁𝑁
𝑖𝑖=1 (2) 

𝐶𝐶𝐶𝐶𝐶𝐶 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) = 𝑎𝑎 + 𝛽𝛽3 𝐸𝐸𝐸𝐸 + 𝛽𝛽4 𝑃𝑃𝐸𝐸 + 𝛽𝛽5 𝐶𝐶𝑆𝑆 + ∑ 𝛽𝛽𝑛𝑛𝐷𝐷𝐷𝐷𝑐𝑐𝑐𝑐𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) + ℇ(𝑖𝑖,𝑡𝑡).𝑁𝑁
𝑖𝑖=1 (3) 

𝐶𝐶𝐶𝐶𝐶𝐶 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) = 𝑎𝑎 + 𝛽𝛽5 𝐸𝐸𝐸𝐸 + 𝛽𝛽6 𝐸𝐸𝐸𝐸 × 𝐶𝐶𝑆𝑆 + ∑ 𝛽𝛽𝑛𝑛𝐷𝐷𝐷𝐷𝑐𝑐𝑐𝑐𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) + ℇ(𝑖𝑖,𝑡𝑡) … …𝑁𝑁
𝑖𝑖=1 (4) 

𝐶𝐶𝐶𝐶𝐶𝐶 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) = 𝑎𝑎 + 𝛽𝛽7 𝑃𝑃𝐸𝐸 + 𝛽𝛽8 𝑃𝑃𝐸𝐸 × 𝐶𝐶𝑆𝑆 + ∑ 𝛽𝛽𝑛𝑛𝐷𝐷𝐷𝐷𝑐𝑐𝑐𝑐𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) + ℇ(𝑖𝑖,𝑡𝑡) … …𝑁𝑁
𝑖𝑖=1 (5) 

 

In the above statistical model, CSR disclosure indicates the quality of CSR disclosure, ET indicates executive 
turnover, PE denotes political embeddedness, SH indicates shareholding. PE × SH indicates moderating role of 
political embeddedness and shareholding. ET × SH shows the moderating role of executive turnover and 
shareholding. Controls refer to other variables considered in this study to estimate their effect. For descriptions, 
see Table 3.1. 
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Table 3.1: Variable’s Description. 

Variables Abbreviation Description 

Corporate Social 
Responsibility Disclosure  

CSR 
Disclosure 

CSR disclosure is a report regarding 11 non-financial parameters for 
performance appraisal. It is a dummy variable. Its value will be 1 if a 
(CSR) Disclosure is carried out in a particular year and 0 otherwise.  

Political Embeddedness PE 
It is also a dummy variable concerning the political embeddedness 
(PE) of executive. Its value is equal to 1 if the executive are political 
embeddedness and 0 if not connected.  

Executive Turnover ET 
It is also a dummy variable concerning the timing of executive 
turnover (ET). Its value is equal to 1 if the executive turnover occurs 
in the ongoing year and 0 otherwise 

Shareholding  SH It is the status of shareholding (SH) of the departing executive as to 
whether he/she is a large shareholder or a minor one. 

Board Size BS It is a variable concerning the size of the board of directors. 

Independent Director ID 
It is a variable showing if the minimum number of independent 
directors i.e., 2 are present on BOD. This variable is assigned with 
the value 1 if it is so and 0 otherwise. 

Tobin’s Q TQ It is a variable concerning the percentage between the market value 
and the added value of a physical asset. 

Book to Market Ratio BTMA It is a variable concerning the book to market ratio of shareholders’ 
equities. 

Asset Growth AG This variable is the measure of the increase or decrease in total 
assets. 

Return on Assets ROA It is a variable concerning the ratio of total profit over a total asset. 

Return on equity ROE It is a variable concerning the ratio of profit to the proportion of 
equity. 

BBoard Meeting BM It refers to the number of management reviews/meetings held per 
year. 

Financial Leverage FL It is the ratio of the total debt of a firm to its total assets. 

Number of Employees NE It is the percentage of workers as union members in the firm’s 
industry 

Year and industry YI The industry dummies are included in all regressions in order to 
control for the effects of year and specific industry. 

3.3.3. Measuring the Quality of CSR Disclosure 
For the measurement of the quality of CSR disclosure, a disclosure index is formulated to rate the firms based on 
CSR disclosures. The source of data is the CSMAR database. This task is traditionally performed as per the Global 
Reporting Initiative’s (GRI) Sustainability Reporting Guidelines (Clarkson et al., 2008; Liu & Anbumozhi, 2009; 
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Zhao, 2012). The contextual regulations’ differences affect the process as they vary among republics (Darnall, 
2010; Fallan & Fallan, 2009; Gray et al., 2001). In the context of China, we have developed the gauges based on 
the ten items already prescribed for the non-financial information by regulators in China. The items are 
enumerated as follows: Protection of shareholders in terms of corporate governance, meeting the benchmarks of 
returns, risk control, regularity in disclosure of operational information, shareholders review meetings, and timely 
communication. 

i. Creditor protection in terms of responsibility for debts amount and the provision of information to the 
banks and its debtors.

ii. Protection of staff in terms of minimum wages, health and safety, equal promotional opportunities, well-
being guarantees, and staff training.

iii. Delivery protection in terms of abiding by the principles of commitments, fair and just procurement, 
legitimate contracts in compliance with the law, ensuring industrial development, and sharing experiences.

iv. Protection of customers in terms of the provision of quality management services and the production of 
high-quality products.

v. Environmental protection in terms of role in climate change, reduction in energy consumption and 
greenhouse gases, and protection of the ecosystem.

vi. Public relations in terms of promotion of social development and care of vulnerable and unprivileged 
people.

vii. System construction in terms of formulation of procedures and routines to systemize the CSR.
viii. Work safety in terms of workplace and production safety.
ix. Deficiency in terms of shortcomings in the implementation of the CSR measures in the shape of lack of 

training, worker safety, communication with shareholders, etc. in the firm.
x. Reporting Deficiencies of Company.

These items were assigned with scores ranging from 0 to 3 points. The score will be 0 if there is no information 
existing, 1 if only non-quantitative aggregate information is available, 2 if quantitative information is provided, and 
3 if fiscal information is available (Wiseman, 1982; Zeng et al., 2010). The quality of CSR disclosure is defined 
with an iterating value of (i) for each firm and (t) for the year concerned whereby each sampled firm is assigned a 
score of quality of CSR disclosure in the 20,578 firm-year observations as shown in Equation (1).

𝑪𝑪𝑪𝑪𝑹𝑹 𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫(𝑫𝑫,𝒕𝒕) = 𝐒𝐒𝐒𝐒𝐒𝐒𝐒𝐒𝐒𝐒 (𝑰𝑰𝑫𝑫,𝒕𝒕
𝒋𝒋 )

So the quality of 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶 i,t represents the aggregate rating for all items included in the CSR report of the firm’s 
at year (t). On the other side, Score (𝑰𝑰𝑫𝑫,𝒕𝒕

𝒋𝒋 ) represents the rating of the item number (j) for firm number (i) at a 
specific year (t). The value of j is from 1 to 11.

3.3.4. Measuring Executive Turnover and Political Embeddedness
Two independent variables are used in this study. One of these is executive turnover (ET) and the other is political 
embeddedness (PE). Executive turnover is a dummy variable concerning the turnover of the executive. Its value 
is equal to 1 if the executive turnover occurs in the ongoing year and 0 otherwise. In concordance with prior 
studies (Chen et al., 2011; Z. Wang et al., 2018; Xiong et al., 2020), Political embeddedness are also taken as a 
dummy variable, which proceeds the value 0 if the firm does not politically tie and 1 otherwise. The political ties 
of the firm are determined through the connection of at least one of the executive, directors, or supervisors with 
the government, National People’s Congress (NPC), and/or Chinese people’s political consultative conference 
(CPPCC) (Li et al., 2008; Wu, Wu, & Rui, 2012; Zhou et al., 2021).

3.3.5. Measuring Moderating Role of Shareholding
It is the status of shareholding (SH) of the departing executive as to whether he/she is a large shareholder or a 
minor one (Jiang et al., 2018; Zhu et al., 2020). Shareholding is a dummy variable that equals one if the firm’s 
executive has large shareholding (10% or more of the shareholding in the year), and 0 otherwise (Attig et al., 2009).



   

31 
 

3.3.6. Control Variables 
To control for potential variables which might influence the quality of CSR disclosure, a variety of control variables 
are used in this study (Cherian et al., 2020; Rauf, 2020). Board size is regarding the number of directors on the 
board of directors. The minimum number of independent directors has been included as a control variable. 
Tobin’s Q is also a control variable depicting the percentage between the market value and the added value of a 
physical asset. BTMA is another control variable showing the book to market ratio of shareholders’ equities. Asset 
growth is yet another control variable depicting the increase or decrease in the total assets of the firm. ROA is 
also a control variable representing a return on the asset while ROE represents a return on equity. The number of 
management review or board meetings has also been included as the control variable. Financial leverage represents 
the ratio of the total debt of a firm to its total assets. A dummy variable for industry and another for the year was 
also included to control for the possible effects of time and specific firms (Dai et al., 2019; Naveed, 2021). 

3.4. Descriptive Statistics 
The descriptive statistics of the sample firms’ reports are tabulated in Table 3.2. Out of the 20,578 firm-year 
observations in the full sample, 3256 firms (24%) issued CSR reports in the given year. Among these 3442 firms, 
16% ensured CSR reports quality, and 60% published CSR reports under CSR Information. The mean quality of 
CSR disclosure is 5.807 while having a standard deviation of 2.479. It represents the achievement of 5.807 percent 
of the benchmarked composite CSR information in the context of China. The maximum possible rating is 8.  

Table 3.2: Descriptive Statistics. 
Variables Mean SD Min Max 

CSR Disclosure 5.807 2.479 0.001 8.000 

ET 0.273 0.445 0.000 1.000 

PE 0.105 0.306 0.000 1.000 

SH 19.00 5.439 0.000 26.600 

BS 9.483 2.282 4.000 22.000 

ID 3.493 0.839 1.000 8.000 

TQ 1.752 1.813 0.096 33.27 

BTMA 1.186 1.153 0.030 10.32 

AG 0.166 0.343 −0.828 10.88 

ROA 0.042 0.057 −0.690 0.481 

ROE 0.082 0.816 −18.561 43.610 

BM 10.21 4.791 1.000 57.000 

FL 0.509 0.214 0.007 1.344 

NE 7.527 1.422 1.098 13.222 

3.4.1. Correlation Matrix 
Table 3.3 reports the correlation matrix. The correlation between the quality of CSR disclosure and executive 
turnover is negatively significant with a value of -0.305. The correlation between political embeddedness and the 
quality of CSR disclosure is also negatively significant with a value of −0.078. There is a positive relationship 
between shareholding and the quality of CSR disclosure. The above results are in line with the prior studies and 
the correlations are within the operational limits. 
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Table 3.3: Correlation Matrix. 

Variables (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) 

CSR Disclosure 1.0000              

ET −0.305 * 1.0000             

PE −0.078 * −0.006 * 1.0000            

SH 0.340 * −0.445 * −0.013 * 1.0000           

BS −0.040 * 0.050 * −0.036 * 0.039 * 1.0000          

ID −0.031 * 0.030 * −0.010 * 0.054 * 0.585 * 1.0000         

TQ 0.024 * −0.058 * 0.080 * 0.011 * −0.164 * −0.157 * 1.0000        

BTMA −0.024 * 0.014 * −0.075 * 0.093 * 0.097 * 0.155 * −0.510 * 1.0000       

AG −0.054 * −0.001 0.046 * 0.005 * −0.027 * −0.019 * 0.109 * −0.055 * 1.0000      

ROA −0.025 * −0.005 * 0.068 * 0.039 * −0.002 −0.016 * 0.333 * −0.294 * 0.165 * 1.0000     

ROE −0.053 * 0.019 * 0.037 * 0.009 * 0.013 * 0.013 * 0.105 * −0.091 * 0.103 * 0.563 * 1.0000    

BM −0.066 * 0.018 * 0.009 * 0.061 * 0.005 * 0.045 * −0.099 * 0.163 * 0.103 * −0.106 * −0.013 * 1.0000   

FL −0.018 * 0.028 * −0.064 * 0.020 * 0.116 * 0.147 * −0.504 * 0.513 * −0.035 * −0.417 * −0.103 * 0.222 * 1.0000  

NE −0.035 * −0.035 * −0.018 * 0.157 * 0.234 * 0.296 * −0.308 * 0.348 * −0.043 * −0.008 * 0.028 * 0.060 * 0.293 * 1.0000 

* Significant at 10%, see Table 3.1. 
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3.4.2. Results and Analysis 
Table 3.4 reports OLS regression results for the effects of and on the quality of CSR disclosure. Model 1 presents 
the relationship between the quality of CSR disclosure and while testing hypothesis 1. Model 2 presents the 
relationship between the quality of CSR disclosure and political embeddedness while testing hypothesis 2. Model 
3 shows a moderation of executive turnover and dependent quality of CSR disclosure with shareholding status 
while testing hypothesis 3. In Models 4 and 5, the interaction of quality of CSR disclosure is observed on political 
embeddedness and executive turnover. Hypothesis (H1) shown in the results of Model 1, executive turnover is 
connected significantly negatively with the quality of CSR disclosure (t = −18.44, p < 0.000), consistent with (X. 
H. Meng et al., 2013). Hypothesis (H 2) results of model 2 show that political embeddedness are also connected 
significantly negatively with the quality of CSR disclosure (t = −4.22, p < 0.000), consistent with H2 (Islam et al., 
2020; Rauf, 2020). Hypothesis (H3) the results of model 3 demonstrate a positive linkage of shareholding with 
executive turnover influence on the quality of CSR disclosure (t = 21.03, p < 0.000) consistent with H3 (Chi & 
Wang, 2009; Guo et al., 2019). Hypothesis (H1) in the model (4), the interaction is observed between the quality 
of CSR disclosure and executive turnover whereby the coefficient of the interaction term resulted in being 
significantly negative (t = −22.03, p < 0.000), depicting that ensuring quality of CSR disclosure decrease the effect 
of executive turnover, which supports H1(Jo & Harjoto, 2011; Rauf, 2020). Hypothesis (H2) in the model (5), the 
interaction is observed between the quality of CSR disclosure and political embeddedness whereby the coefficient 
of the interaction term resulted to be significantly negative (t = − 6.36, p < 0.000) which shows that ensuring the 
quality of CSR disclosure decreases the impact of political embeddedness (Jo & Harjoto, 2011; Muttakin et al., 
2018; Rauf, 2020). Table 4 further shows results regarding control variables. Most control variables had an 
insignificant relationship with the quality of CSR disclosure. The result of the control variables is also consistent 
with the previous (Rauf, 2020). 
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Table 3.4: Results of all Models Executed through OLS Regression. 
Variables Model 1 Model 2 Model 3 Model 4 Model 5 

CSR Disclosure OLS OLS OLS OLS OLS 

ET 
−1.533 *** 

(−18.44)  
-------------- 

−0.908 *** 

(−10.11) 

−2.088 *** 

(−22.03) 
-------------- 

PE -------------- 
−0.621*** 

(−4.22) 

−0.589 *** 

(−4.36) 
-------------- 

−1.191 *** 

(−6.36) 

SH -------------- -------------- 
0.294 ***  

(15.37) 

0.262 *** 

(14.34) 

0.231 *** 

(13.14) 

Interaction -------------- -------------- -------------- 
0.054 *** 

 (11.47) 

0.051 *** 

(4.90) 

BS 
−0.017 

(−0.53) 

−0.047 

(−1.35) 

−0.036 

(−1.14) 

−0.014 

(−0.46) 

−0.052 

(−1.52) 

ID 
0.046 

(−0.52)  

0.073 

(0.78) 

0.061 

(0.70) 

0.043 

(0.49) 

0.083 

(0.88) 

TQ 
−0.015 

(−0.49) 

0.016 

(0.53) 

−0.023 

(−0.78) 

0.001 

(0.05) 

0.014 

(0.46) 

BTMA 
−0.002 

(−0.04) 

−0.004 

(−0.08) 

−0.095 **  

(−2.01) 

0.001 

(0.03) 

−0.004 

(−0.09) 

AG 
0.294 

(−2.32) 

−0.293 **  

(−2.20) 

−0.281 ** 

 (−2.30) 

−0.124 

(−0.99) 

−0.252 ** 

(−1.90) 

ROA 
1.241 

(1.21) 

1.196 

(1.11) 

0.599 

(0.61) 

−0.188 

(−0.19) 

0.994 

(0.93) 

ROE 
−0.484 ** 

(−2.05) 

−0.57 ** 

(−2.31) 

−0.451 ** 

(−1.98) 

−0.445 ** 

(−1.92) 

−0.563 **  

(−2.29) 

BM 
−0.036 *** 

(−4.09) 

−0.035 *** 

(−3.84) 

−0.042 *** 

(−4.99) 

−0.029 *** 

(−3.35) 

−0.033 *** 

 (−3.59) 

FL 
0.309 

(1.04) 

0.208 

(0.67) 

0.505 * 

(1.75) 

0.322 

(1.10) 

0.189 

(0.61) 

NE 
−0.096 *** 

(−2.88) 

−0.062 ** 

(−1.78) 

−0.155 *** 

 (−4.77) 

−0.090 *** 

(−2.74) 

−0.060 ** 

 (−1.74) 

Constant 
6.655 *** 

(16.24) 

5.918 *** 

(13.83) 

−2.016 *** 

(−3.76) 

6.496 *** 

(16.15) 

5.844 *** 

(13.80) 

YD Incorporated incorporated incorporated incorporated incorporated 

R2 0.1209 0.0351 0.1855 0.1549 0.0442 

Notes: *, **, ***, significant at 10%, 5%, and 1%, respectively. T-statistics are reported in parentheses. 
For a detailed description of the variable, see Table 3.1. 
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3.4.3. Robustness Test 
To ensure the robustness of our results, we conducted an additional test to verify the main results. The robustness 
test was carried for additional confirmation of our earlier findings. The findings of our tests are shown in Table 
3.5. This influence of executive turnover, political embeddedness, and shareholding on various categories of 
quality of CSR disclosure has been examined in these analyses. Table 3.5 shows that the findings of this analysis 
are robust to alternative measures.  
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Table 3.5: Additional Endogeneity and Robustness Tests. 
Variables Model 1 Model 2 Model 3 Model 4 Model 5 

CSR Disclosure OLS OLS OLS OLS OLS 

ET −1.533 *** 

(−18.57) 
-------------- 

−0.908 *** 

(−9.99) 

−2.088 *** 

 (−20.80) 
-------------- 

PE -------------- 
−0.621 ***  

(−4.24) 

−0.589 ***  

(−4.55) 
-------------- 

−1.191 *** 

(−6.55) 

SH -------------- -------------- 
0.294 ***  

(17.15) 

0.234 ***  

(14.12) 

0.254 *** 

(12.12) 

Interaction -------------- -------------- -------------- 
0.054 ***  

(10.72) 

0.051 *** 

(5.51) 

BS −0.017 

(−0.50) 

−0.047 

(−1.28) 

−0.036 

(−1.06) 

−0.014  

(−0.43) 

−0.052 

(−1.43) 

ID 0.046 

(−0.51) 

0.073 

(0.77) 

0.0611 

(0.69) 

0.043  

(0.48) 

0.083 

 (0.87) 

TQ −0.015 

(−0.61) 

0.016 

(0.66) 

−0.023  

(−0.94) 

0.001  

(0.07) 

0.014  

(0.58) 

BTMA −0.002 

(−0.04) 

−0.004 

(−0.08) 

−0.095 ** 

(−1.90) 

0.001 

(0.03) 

−0.004  

(−0.09) 

AG −0.294 

(−1.73) 

−0.293 ** 

(−1.56) 

−0.281 ** 

(−1.82) 

−0.124 

(−1.05) 

−0.252 

(−1.43) 

ROA 1.241  

(1.38) 

1.196 

(1.20) 

0.599  

(0.67) 

−0.188  

(−0.21) 

0.994  

(1.00) 

ROE −0.484 ** 

(−2.66) 

−0.57 **  

(−2.59) 

−0.451 **  

(−2.47) 

−0.445 ** 

(−2.51) 

−0.563 * 

 (−2.54) 

BM −0.036 *** 

(−3.79) 

−0.035 *** 

(−3.62) 

−0.042 *** 

(−4.69) 

−0.029 *** 

(−3.07) 

−0.033 *** 

(−3.37) 

FL 0.309 

(1.08) 

0.208  

(0.69) 

0.505 *  

(1.80) 

0.322  

(1.15) 

0.189  

(0.63) 

NE −0.096 ***  

(−2.81) 

−0.062 **  

(−1.76) 

−0.155 ***  

(−4.71) 

−0.090 ***  

(−2.66) 

−0.060 ** 

 (−1.72) 

Constant 6.655 *** 

(16.86) 

5.918 *** 

(13.62) 

−2.016 *** 

(−3.89) 

6.496 ***  

(16.63) 

5.884 *** 

(13.80) 
YI Incorporated Incorporated Incorporated Incorporated Incorporated 

R2 0.1289 0.0347 0.1875 0.1548 0.0445 

Notes: *, **, ***, significant at 10%, 5%, and 1%, respectively. T-statistics are reported in parentheses. 
For a detailed description of the variable, see Table 3.1. 
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3.4.4. Endogeneity Control 
Apart from our main OLS analyses, we used two different models to discuss the endogeneity problem. Firstly, we 
used a 1 year lagged value of executive turnover, political embeddedness, and shareholding in models 1,2,3,4, and 
5. It was done so under the observation that the performance of a firm needs time before affecting the quality of 
CSR disclosure. The results of all the models shown in Table 5 foster the findings of lagged measures. The results 
of the lagged measure of executive turnover, political embeddedness, and shareholding variables are similar and 
in line with our main results shown in Table 3. Secondly, a two-stage least squares (2SLS) regression (an 
instrumental variable technique) is used to deal with the endogeneity problem whereby a year lagged measure of 
executive turnover, political embeddedness, and shareholding has been used. Models 6, 7, 8, 9, and 10 of Table 
3.6 show the results of 2SLS regression. The statistical outcomes confirm the validity. No weak instrumental 
variables were found whatsoever. The OLS results of Table 3.6 representing “endogeneity control” suggest that 
the significances of the coefficients are similar to the results of the 2SLS regression shown in Table 3.5. 
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Table 3.6: Endogeneity Tests. Two-Stage Least Square (2SLS) Results for the Political Embeddedness 
on Executive Turnover—CSR Disclosure. 

Models Lagged OLS 2SLS 

CSR Disclosure Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 Model 9 Model 10 

ET −1.412 *** 

(−16.57) 
-------------- 

−0.854 *** 

(−9.38) 

−1.980 *** 

(−20.46) 
-------------- 

−0.996 ** 

(−1.68)  
-------------- 

−0.478 ** 

(−1.46) 

−0.998 *** 

(−1.69) 
-------------- 

PE ------------- 
−0.591 *** 

(−3.91) 

−0.617 *** 

(−4.39) 
-------------- 

−1.130 *** 

(−5.92) 
-------------- 

−8.931 *** 

(−3.31) 

−8.149 * 

(−2.12) 
-------------- 

−7.710 ** 

(−2.45) 

SH ------------- -------------- 
0.283 *** 

(14.47) 
-------------- -------------- -------------- -------------- 

0.249 ***  

(2.18) 
-------------- ------------- 

Interaction ------------- -------------- -------------- 
−0.056 *** 

(−11.59) 

−0.050 *** 

(−4.60) 
-------------- -------------- -------------- 

−0.128 ** 

(−2.41) 

−0.088 *** 

(5.51) 

BS −0.011 

(−0.34) 

−0.039  

(−1.13) 

−0.030  

(−0.94) 

−0.007 

 (−0.22) 

−0.044  

(−1.27) 

−0.018  

(−0.52) 

−0.144 ** 

(−2.42) 

−0.150 ** 

(−1.77) 

0.044  

(0.62) 

−0.135 

 (−2.08) 

ID 0.044 

(0.49) 

0.072 

(0.75) 

0.060 

(0.68) 

0.035 

(0.39) 

0.079  

(0.83) 

0.049 

(0.53) 

0.247 **  

(1.68) 

0.244  

(1.63) 

0.072  

(0.56)  

0.231  

(1.46) 

TQ −0.022 

(−0.71) 

0.006 

(0.20) 

−0.031  

(−1.03) 

−0.004 

 (−0.14) 

0.004  

(0.12) 

−0.015  

(−0.48) 

0.132 **  

(2.17) 

0.152  

(1.75) 

−0.115 

 (−1.47) 

0.133 **  

(2.03) 

BTMA −0.016 

(−0.32) 

−0.021  

(−0.41) 

−0.107 * 

(−2.21) 

−0.010  

(−0.22) 

−0.021 

 (−0.42) 

−0.012  

(−0.26) 

−0.098  

(−1.25) 

−0.069  

(−0.56) 

−0.111 

 (−1.32)  

−0.104  

(−1.23) 

AG −0.334 ** 

(−2.54) 

−0.330 ** 

(−2.41) 

−0.338 ** 

(−2.66) 

−0.144  

(−1.11) 

−0.282  

(−2.06) 

0.331 **  

(2.51) 

−0.023  

(−0.11) 

−0.094  

(−0.41) 

−0.503 ** 

(−2.53)  

−0.049  

(−0.21) 

ROA 1.031 

(0.98) 

0.998 

(0.91) 

0.429 

(0.42) 

−0.442 

 (−0.43) 

0.774 

(0.71) 

0.982 

(0.93) 

2.451 

(1.52) 

2.596  

(1.58) 

3.200  

(1.80)  

3.513 **  

(1.73) 

ROE −0.483 * 

(−2.04) 

−0.566 * 

(−2.30) 

−0.447 ** 

(−1.95) 

0.442 *  

(−1.90) 

−0.557 * 

(−2.27) 

−0.505 ** 

(−2.11) 

−0.524  

(−1.50) 

−0.604  

(−1.62) 

−0.358 ** 

(−0.98)  

−0.552 

 (−1.46) 

BM −0.034 *** 

(−3.87) 

−0.033 *** 

(−3.59) 

−0.040 *** 

(−4.67) 

−0.027 *** 

(−3.11) 

−0.031 *** 

(−3.37) 

−0.035 *** 

(−3.90) 

−0.017  

(−1.25) 

−0.020 

(−1.25) 

−0.037 *** 

(−2.96) 

0.023 *** 

(−1.42) 

FL 0.354 

(1.16) 

0.273 

(0.86) 

0.555 *  

(1.87) 

0.356 

(1.19) 

0.252 

(0.79) 

0.325 

(1.06) 

0.304  

(0.68) 

0.251 

(0.48) 

0.563  

(1.18) 

0.195  

(0.39) 

NE −0.087 ** 

(−2.53 

−0.053 

 (−1.50) 

−0.148  

(−4.43) 

−0.079 ** 

(−2.35) 

−0.051  

(−1.45) 

−0.076 ** 

(−2.02) 

−0.003  

(−0.07) 

0.029 

(0.45) 

−0.182 ** 

(−1.81) 

0.004 **  

(0.08) 

Constant 7.364 *** 

(19.07) 

6.624 *** 

(16.60) 

1.531 **  

(2.77) 

7.245 *** 

(19.15) 

6.641 *** 

(16.70) 

7.120 *** 

(13.76) 

6.509 *** 

(11.55)  

13.934 ***  

(6.50) 

9.678 *** 

(16.63)  

6.560 *** 

(10.78) 
YI Included Included Included Included Included Included Included Included Included Included 

R2 0.1023 0.0285 0.1639 0.1393 0.0351 0.0955 0.0351 0.1549 0.1549 0.04422 

Notes: *, **, ***, significant at 10%, 5%, and 1%, respectively. T-statistics are reported in parentheses. 
For a detailed description of variable, see Table 3.1. 



 

39 

 

3.5. Discussion and Conclusions 
The quality of CSR disclosure is reported to be under-fulfilled owing to various reasons whereby. Executive 
turnover is one of the prominent reasons reported in earlier studies. It has been studied in terms of its causal 
relationships with different antecedents and effects for voluntary and involuntary turnover including but not 
limited to large outside shareholders, the effect of poor performance, ownership of government, and incumbent’s 
power. Few studies, nevertheless have examined the plausible negative influence of Political embeddedness and 
executive turnover on the attributes of CSR in tandem to the shareholding status of the departing executive. The 
discontinuity of the power of the executive fosters serious concerns for the effectiveness and efficiency of CSR 
disclosure and therefore, empirical insight into this relation has been conducted in this study. 

The quality of CSR disclosure is being investigated here for the dual influence of and executive turnover in 
Chinese listed firms. The research contributes to the discourse of quality of CSR disclosure uniquely in a sense 
that it links political embeddedness of a firm and executive turnover simultaneously with the quality of CSR 
disclosure while unveiling the interplay of these phenomena under the effects of the shareholding status of the 
departing executive. This strengthens the premise of stakeholder theory in tandem with agency and upper echelon 
theories. From these perspectives, the analyses here offer a valuable contribution to the stakeholder theory of CSR 
in terms of the understanding of the underpinnings of the behavior of departing executive in political 
embeddedness firms relevant to his/her shareholding status. This is because of the arousal of an already settled 
(in the shape of the incumbent executive) agency problems amongst different stakeholders due to executive 
turnover in political embeddedness, harming the quality of CSR disclosure when he/she owns a larger 
shareholding.  

We also investigated the extent to which political embeddedness (whether an executive has experience as a 
government official) have any relation with the quality of CSR disclosure. This construct is a proxy for government 
control and pressure as discussed earlier in the light of political legitimacy theory and control-oriented perspective. 
Although it has been reported in the earlier studies that the likelihood of issuing CSR disclosure is more for the 
politically embeddedness  firms as compared to none connected ones, the quality of CSR disclosure has been 
overlooked at par. 

The results of this study complement political legitimacy theory while incorporating the effect of relief from 
regulator control, which ultimately leads to the exacerbation of the quality of CSR disclosure. The potency of 
different kinds of political forces to handicap a firm, while addicting it with over-reliance on governmental support, 
is a notable thing and has strong repercussions in terms of the quality of CSR disclosure. Political embeddedness 
is extensively reported as an effective trait for the promulgation of the quality of CSR disclosure and practices on 
part of a firm. Nonetheless, our results depict that in the context of China, political embeddedness, and executive 
turnover are negatively related to the quality of CSR disclosure. It indicates that while considering political 
legitimacy theory, agency theory explains the trade-off of quality performance with financial performance, on 
behalf of opportunity costs, rejecting the “One size fits all” government-induced CSR policies. At an aggregate 
level, the findings foster that in a setting with (indirect influence of regulator); additional measures for effectiveness 
and efficiency are needed to be taken to ensure a holistic appraisal of government-induced policies, including but 
not limited to CSR practices and its quality. 

The findings have valuable outcomes for policy-makers, research-practitioners, investors, and other 
stakeholders. First of all, the role of executive in politically embeddedness Chinese firms for the implementation 
of different normative and progressive initiatives is more pronounced in China as compared to developed 
economies, and therefore to ensure the quality of CSR disclosure, their retention and shareholding status need 
due consideration. Different policies are needed for firms with different combinations of the above attributes. It 
can be concluded that the indirect influence of regulators through the political embeddedness of executive affects 
the quality of CSR disclosure due to their turnover and appreciated ownership. Therefore, we culminate that 
political links and ownership of departing executive are active participants in the exacerbation of quality of CSR 
disclosure in political embeddedness firms of China and resembling economies. 
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3.5.1. Limitations and Future Research 
Like other research studies, our research has certain limitations. The context of China fosters different limitations 
in terms of institutional settings and firms’ characteristics, and so therefore the results are not generalizable to 
other economies unless justified with resembling contextual traits. In addition, the political connection of the 
firms is operationalized through the history of jobs of the departing executive in governmental institutions; 
however, there are certain other alternative proxies to measure this phenomenon with more accuracy. 
 Future research can focus on the interplay of executive turnover, political embeddedness, and CSR disclosure 
under the shareholding status of departing executive and test the compliance of legitimacy and agency theory in 
other institutional settings. In addition, the alternative proxies for political embeddedness can be harnessed for 
their impact on the voluntary and involuntary turnover of executive.   
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CHAPTER 4:  

How Executive Turnover Influences the Quality of Corporate Social Responsibility 
Disclosure? Moderating Role of Political Embeddedness: Evidence from China 4 

 
 
This study investigated the relationship between executive turnover (ET) and quality of corporate social 
responsibility disclosure (CSR) disclosure at the firm level. The role of political embeddedness (PE) in the 
association between ET and CSR disclosure quality in Chinese listed A-share firms is also investigated. The sample 
consisted of 20,850 company observations between 2010 and 2016. An inverse relationship was found between 
ET and CSR disclosure quality as well as PE and CSR disclosure quality. In addition, the study findings disclose 
that corporate PE moderates the relationship between ET and a firm’s CSR disclosure quality whilst the impact 
of ET on a company's CSR disclosure quality was found more pronounced for firms with a low level of corporate 
PE. This examination adds to the literature on CSR disclosure quality under the premise of normative stakeholder 
theory and leads to the conclusion that the political link of departing executives is an active participant in the 
exacerbation of CSR disclosure quality in PE firms of China. This implies a reinvigoration of the roles of decision-
makers for sustainable CSR assurance. 
 
4.1. Introduction  
 
Executives’ turnover (ET) phenomenon associated with modern corporate operations has varied scope in 
different countries, depended upon the institutional factors of the country. As C-suite executives are liable for the 
performance of a firm at par they are considered responsible for its concordances and discrepancies and therefore 
their turnover is a critical event (Schepker et al., 2017; Wasserman, 2003) having the potential of inflicting a 
problematic stun inside the firm (Ballinger & Marcel, 2010; Shen & Cannella Jr, 2002). The principal-agent 
perspective underscores the divergence of interests between principle and agents in the shape of the minority and 
controlling shareholders and hence fosters the potential of tunneling, insider alliances, and the agency’s moral-
hazard based residual costs (Kato & Long, 2006; X. Meng et al., 2013).  
 In tandem with these idiosyncrasies, the role of executives in corporate social responsibility (CSR) provision 
and disclosure was found significant in some earlier studies. In addition, the traits of the incoming executive as a 
replacement of the outgoing one are discerned drastic to the subsequent policies and performances of the firm 
whereby an external replacement is stated to be more prone to disruptions in comparison with the internal ones. 
 The quality of reporting of CSR-related information in yearly reports indicates the board regarding their 
stability among financial and social objects. Therefore, the quality factor is very important in the accomplishment 
of CSR purposes. It has been reported that the additional information provided in the corporate social 
responsibility (CSR) disclosure improves the perception of stakeholders regarding the firm, therefore, aiding in 
the sustainable development of the firm and increasing the likelihood for the sponsorship of shareholders 
(Botosan & Plumlee, 2002; Reverte, 2009)  
 The fulfillment of the purposes of CSR disclosure is hampered by different factors whereby ET is deemed 
the prominent one. Therefore, empirical insight into the relationship between ET and CSR disclosure is direly 
needed. The main question that we inquire is regarding the relationship between ET and CSR disclosure quality. 
While a huge cluster of writing exists on CSR, no prior study has taken a gander at the interplay between PE, ET, 

                                                                 
4 This chapter resulted in the following publication: Rauf, F., Voinea, C. L., Roijakkers, N., Naveed, K., Hashmi, 
H. B. A., & Rani, T. (2021). How executive turnover influences the quality of corporate social responsibility 
disclosure? Moderating role of political embeddedness: evidence from China. Eurasian Business Review, 1-25. 
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and CSR disclosure. This is important for individual researchers and policymakers who are interested in the 
antecedents of the CSR disclosure quality. 
 Emerging economies like China have lately started to update their corporate social practices and have included 
CSR in their developmental agenda. Due to the political nature of the government-induced phenomenon, it 
contradicts the voluntary nature of CSR (Yin & Zhang, 2012). Apart from that, unlike western firms, the Chinese 
firms are politically embedded at par (Haveman et al., 2017; Rauf, 2020) and various types of legitimacy pressures 
are being inflicted on the firms by varied types of dependencies on governments. 
 In this scenario, we reflect on the normative stakeholder theory of CSR disclosure to discern the moral hazard 
and adverse selection agency problems in the interplay between ET, PE, and CSR disclosure. We found a 
significant moderating effect of PE on the inverse relationship between ET and CSR disclosure whereby PE is 
more pronounced in firms having no alternate political connectedness. The rest of the study is composed of 
literature review and hypothesis development, research methodology, results and findings, conclusions, and 
limitation.  
 
4.2. Literature Review and Hypothesis Development  
 
4.2.1. Executives Turnover and CSR Disclosure Quality  
 
A great deal of research is underway on executive turnover across various disciplines like psychology, economics, 
sociology, and management. Each discipline has its own focus and accordingly, employs appropriate research 
methodologies. Despite vehement research on employee turnover in general and ET from an organizational and 
strategic management perspective, its relationship is rarely being worked out with CSR disclosure quality. The 
departing and incoming executives’ traits are likely to influence the CSR disclosure quality due to many reasons. 
Firstly, an incoming executive from outside of the firm will plausibly apply adjustments and modifications in 
contrast to an internal replacement whereby the status quo is more plausible to be maintained (Cao et al., 2006; 
Donald L Helmich & Warren B  Brown, 1972). Secondly, an internal replacement is more likely for a smooth 
transition of authority and there will be a little possibility of release of a poor report connoted with the departing 
executive (Vancil, 1987; HJ Zhu & Y  Lin, 2003).  

In different studies, ET has been studied in terms of performance and a negative association has been 
detected between ET and performance. For example, industry-adjusted stock returns are found to be negatively 
associated with ET (Fee & Hadlock, 2003). If an executive takes leave till the retirement age or agreement 
expiration, it is treated as a normal turnover and is reported to have no relation with the firm’s performances 
(Chang & Wong, 2009). Also, the executives who receive large bonus payments or lucrative board seats after 
retirement are treated as voluntary turnover (Reitenga et al., 2003). In contrast, if executives are forced to leave a 
firm for reasons other than that of age, tenure, or health issues, it is regarded as an involuntary turnover. There 
are several reasons behind forced CEO turnovers, such as poor stock performance, intentional wrong doings by 
the CEO, and conflicts among the board the directors, and the CEO (Pukthuanthong et al., 2018). The decision 
of forced turnover by the board is self-explanatory whether there is the issue of poor stock price or intentional 
wrongdoings. Whatever the reason may be, the conflicts among the CEO and firm regarding the strategic decisions 
may limit the firm in achieving good performances (Huang et al., 2020) and CSR is one of the areas of these 
performances. Therefore, forced turnover done by the firms based on conflicts with the CEO on CSR, restricts 
the firm to report CSR of lower quality. Involuntary turnover has been worked for its causes and outcomes in 
terms of organizational adaptation theory, agency theory, and relational theory (social psychological perspective) 
whereby executives are considered influential at par in firm’s decision-making and its performance and therefore 
we constitute the first hypothesis of the study as follows. 
 
Hypothesis (H1a): Firms with Forced executive turnover will issue CSR reports slowly and less substantively (i.e., more 
symbolic or with lower quality). 
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Hypothesis (H1b): Firms with Forced executive turnover will issue CSR reports with relatively better quality if the incoming 
replacement is from inside the firm. 
 
Hypothesis (H1c): Firms with Forced executive turnover will concern CSR reports with a relatively lesser quality if the 
incoming replacement is from outside the firm. 
 
4.2.2. CSR Disclosure Quality and Political Embeddedness  
 
Firms having strong governmental embeddedness are known as PE firms. These ties might be through network 
connections (Marquis & Qian, 2014; Rauf, 2020). One form of this association is having government officials in 
the service of an organization, truly inserting political subsidiaries in monetary establishments (Chen & Dickson, 
2010), and making social relations and systems that are generally instrumental, bureaucratic, and viable.  
 In theory, Shleifer and Vishny (1994) model of bargaining shows that political parties and governments 
accommodate the demands of pressure groups and organized companies and these groups and companies harness 
a big proportion of their office’s supportive role as compared to that by the general public. This is because the 
public is disorganized and is therefore not able to secure its interests in this regard. Acquaintance entrepreneurship 
also recommends that administrative parties’ influential take advantage of their control to make rentals for their 
relatives and family member trades (Shleifer & Vishny, 1994). 
 This phenomenon is on the horns of a dilemma as on one hand, it may leverage the firms with ingress to 
government’s valuable resources but on the other hand, it makes them liable for extra limelight of government 
monitoring. It decreases the uncertainty for firms while extending to them the knowledge about the pragmatics 
of accomplishments of tasks in state agencies in the form of navigating state agencies, clarifying regulatory 
processes, and improving understanding of state functionaries. Also, It instills a kind of informality in business–
state relationships by envisaging the base of state-business relations on shared goals (Tsai, 2007; Z. Wang et al., 
2018) resulting in faith-building between state and business. This trust and knowledge may lead to the exchange 
of favors with bureaucrats and incline them to lighten the regulatory load on firms, relax in tax and other fees and 
ease the provision of state-controlled resources in the form of loans and land use rights (Nee & Opper, 2012). 
Therefore, the PE of a firm can support them to reduce the uncertainty of survival while extending companies 
with enormous assistance. On the other side, however, the PE of firms inflicts an extra burden on the company’s 
financial performance. It may affect the whole intricacy of its interior business control. For example, politically 
embedded firms’ boards are inhabited by other government officials often having less expertise and experience. 
This fosters exacerbation of the quality of corporate governance in these firms and harms turnover performance 
(Fan et al., 2007). 
 Chinese market structure provides a very good example of PE firms (Marquis & Qian, 2014; Rauf, 2020). as 
despite the emergence of a decentralized and market-oriented system; there is still strong governmental control 
(Voinea et al., 2019; Xu & Zeng, 2016). Amid devolution plans of companies, several associations have updated 
from management-controlled objects into freely traded ones, even though a majority of shareholding still lies in 
the hands of the government. Consequently, the ownership and actual control of firms lie in the hands of the 
government at par (Guthrie, 2012). Moreover, often the executive of a firm also happens to be a public office 
bearer which depicts political connections between firms’ senior executives and government (Wu, Wu, Zhou, et 
al., 2012). In the big picture, China represents a well-suited and classical empirical setting for the analysis of PE 
firms. 
 On the governmental level in China, there has been a shift of acknowledgment of the environmental and 
social effects of corporate activities and has therefore signaled CSR disclosure as an important and desired activity. 
(Lei & Ou, 2009) explained, For instance, “The Communist Party Committee put forward a statement to ensure 
the benchmarks of communal responsibility among individuals, enterprises, corporate and all types of 
establishments”. Consequently, financial institutions like the Shanghai stock exchanges worked out strategies and 
standards for CSR exposure. Apart from that, the Chinese administration has also directed businesses with its 
mandatory reporting standards for the CSR disclosure of Chinese firms (Luo et al., 2017; Marquis & Qian, 2014; 
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Rauf, 2020). It is observed that in general, the Chinese government can be regarded as a principal driver and 
promoter of CSR activities (Li, 2010; Rasche et al., 2008). 
 In terms of CSR engagement and its quality, the foremost area of focus for researchers is the issuance of a 
CSR report in the first place. Legitimacy theory, which questions the justification of the existence of firms and 
associates it with a society’s prerogative rather than an inherent right, is a basic premise considered by early 
researchers in this regard (Deegan, 2002). Thus, for firms to access necessary resources for the successful conduct 
of business require political legitimacy which is the perceived compliance level of a firm to the governmental laws 
and norms (Luo et al., 2017; Marquis & Qian, 2014; Rauf, 2020), so if a government conditions CSR disclosure as 
a desired activity, political legitimacy is on the disposal of issuance of CSR report. In tandem with this background, 
it can be argued that PE firms have already an advantage of political legitimacy and are therefore dis-incentivized 
for the compliance of CSR disclosure per se. Nevertheless, the control-oriented perspective contradicts the above 
proposition in the sense that it promotes the view of the behavior of firms to be dependent upon regulatory 
pressure from the government (Zhao, 2012). In the case of China, this view is of dominance in the sense that 
firms with PE are considered to be the nurturers of governmental policies (Lopatta et al., 2016), and to maintain 
their repute and authenticity according to the legislature and securing a future political career, the executives with 
political connection abide by the government policies at par (Marquis & Qian, 2014). So when these executives 
depart from firms, the control perspective is over whelmed by the legitimacy footings of the firm and hence a 
lower quality CSR disclosure is accentuated. Keeping in view the above discussion, we propose the following 
hypothesis. 
 
Hypothesis (H2a): Forced turnover of politically embedded Executives will lead to subsequent CSR disclosure of lower quality. 
 
4.2.3. Alternate Political Embeddedness and CSR Disclosure Quality  
 
Political associations are important. They originate from a similar source the political capacity to assemble assets 
and helping firm in the execution of operation, everything else being equivalent. However, in terms of 
entrenchments and severe administrative inefficiency, firms face a compromise between losing the political 
advantages and improvement in administrative proficiency. 
 Terminating these kinds of executives might be expensive as there is a probability of losing advantages related 
to the PE of the departing executive. In addition, there is a plausible risk of retaliation on part of the involuntarily 
relieved executive. For instance, a typical type of reprisal is to make a fraudulent allegation against the controlling 
investor of the firm through associations in the lawful/approach division. Such news contrarily affects the 
company's stock cost and provider/client relations, bringing about financial misfortunes and extraordinary cases 
of loss of command over the firm (Cao et al., 2017; Marquis & Qian, 2014). Since political associations can bring 
a kind of leverage to the firm, the accrued risks attached with forced turnover can be catered through substitution 
with an alternate source of leverage. Therefore, the alternate source of political connectedness may substitute for 
the turnover of PE executives. For instance, Firms connected with governments through different individuals on 
their sheets or an incoming replacement with political connectedness can prove to be an apt substitute for the 
departing and politically connected executive (Chen et al., 2011). In light of the above discussion, we formulate 
the following hypothesis.  
 
Hypothesis (H3a): Forced turnover of politically embeddedness executive will lead to subsequent CSR disclosure of the same 
or high quality when the remaining top management team is PE. 
 
Hypothesis (H3b): Forced turnover of politically embeddedness executive will lead to subsequent CSR disclosure of lower 
quality when the remaining top management team is non-PE. 
 
4.3. Methodology 
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4.3.1. Data sample 
 
Our research incorporates all open A-share organizations of China that are recorded on the Shanghai and 
Shenzhen Stock Exchanges for the period 2010–2016. The information for Executives' turnover is separated 
utilizing content examination from the recorded organization's yearly reports. Separate CSR reports are removed 
from the Chinese Stock Market and Accounting Research Database (CSMAR). This database gathers data from 
the yearly reports and money-related reports of Chinese listed firms. As the study requires personal information 
of the departing executives for the previous years to measure their PE, therefore the span of the study has been 
extended to six years. Firms with non-availability of data for a specific variable were omitted and hence the final 
sample comprised of 20,850 firm’s /year observations. 
 
 
4.3.2. Corporate Social Responsibility (CSR) Disclosure 
 
For the measurement of the quality of CSR disclosure, a disclosure index is formulated to rate the firms based on 
CSR disclosure. The source of data is the CSMAR database. This task is traditionally performed according to the 
Sustainability Reporting Guidelines and Global Reporting Initiatives (Clarkson et al., 2008; Liu & Anbumozhi, 
2009; Rauf, 2020). The contextual regulations’ differences affect the process as they vary among countries (Darnall, 
2010; Gray et al., 2001). In the context of China, we have developed the gauges based on the eleven items already 
prescribed for the non-financial information by regulators in China. The items including the protection of 
shareholders in terms of corporate governance, meeting the benchmarks of returns, risk control, regularity in 
disclosure of operational information, shareholders review meetings, and timely communication are enumerated 
as under the final checklist information (listed in Appendix Table 4.9 A) consists of 11 CSR disclosure.  
 These items were assigned with scores ranging from 0 to 11 points. The score is assigned as 0 if there were 
no information existing, 1 if only non-quantitative aggregate information was available, 2 if quantitative 
information was provided, and 3 if monetary information was available (Wiseman, 1982; Zeng et al., 2010). The 
quality of CSR is defined with an iterating value of (i) for each firm and (t) for the year concerned whereby each 
sampled firm is assigned a score of CSR disclosure quality in the 20,850 firm’s/year observations as shown in 
equation (1). 

𝑪𝑪𝑪𝑪𝑪𝑪 𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫(𝑫𝑫,𝒕𝒕) = ∑𝒋𝒋=1
11  𝑪𝑪𝑫𝑫𝑫𝑫𝑫𝑫𝑫𝑫 (𝑰𝑰𝑫𝑫,𝒕𝒕

𝒋𝒋 )… (i) 
So the quality of 𝐶𝐶𝐶𝐶𝐶𝐶𝐶𝐶(i, t) represents the aggregate score of all things remembered for the CSR report of the 
firm (I) at year (t). Then again, Score (I (i,t)^j) speaks to the score of the thing number (j) for firm number (I) at a 
particular year (t). The estimation of j ranges from 1 to 11. The higher the estimation of CSR disclosure quality, 
the higher is the nature of the CSR disclosure for a specific firm. 
 
4.3.3. Executive Turnover 
 
Forced executive turnover (ET) is a dummy variable concerning the turnover of executives. If executives are 
forced to leave a firm for reasons other than that of age, tenure, or health issues, it is regarded as forced turnover. 
Its value is like to 1 if the executives' revenue arises in the ongoing year as well as 0 otherwise. In concordance 
with prior studies (Kato & Long, 2006; Zhu et al., 2020), we don’t count turnover due to retirement, cessation of 
contract, health issues, changes in controlling rights, and changes in controlling rights as they are not forced 
turnovers. In our study, we have incorporated resignations, transfer of work, dismissals, and personal reasons as 
ET as they are the forced turnovers. A summary of the reasons for the turnover is being represented in Table 4.1. 
In addition, Table 4.2 gives a reflection of the number of turnover per year from 2010-2016 for listed firms on 
China’s Shenzhen and shanghai stock exchanges.   
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Table 4.1: Executive Turnover Reasons 

Turnover Reasons Observations Frequency Percentage 
1. Common revenue 3009 73.87 
Contract expiration 743 24.68 
Retirement 19 0.64 
Resignation 1056 35.11 
Change in controlling shareholder 45 1.49 
Personal reasons 141 4.68 
Corporate governance reform 224 7.45 
Legal dispute 96 3.19 
To become government officials 70 2.34 
Completion of duties 19 0.64 
Promoted to chairman or vice-chairman 128 4.26 
Promoted to top management 275 9.15 
Abroad going 13 0.43 
Remaining as chairman or vice-chairman 179 5.96 
2. Forced turnover 1070 22.26 
CEO position at unlisted firms 109 10.18 
New rank lower than CEO 333 31.12 
Dismiss 147 13.77 
No available information 480 44.89 
3. Internal replacement of CEO 787 73.65 
4. External replacement of CEO 283 26.34 
Total observations 4079 100 

This table reports the number and recurrence of CEO turnovers in our example somewhere in the range of 
2010 and 2016. 

 

Table 4.2: Distribution of turnover events by the calendar year in China's listed firms: 2010–2016 

Year 2010 2011 2012 2013 2014 2015 2016 

Number of Executive Turnovers 450 505 462 571 613 720 758 

Total --- --- --- --- --- --- 4,079 

 

4.3.4 Internal Replacement and External Replacement 
 
The succession of the executive is either rendered from within the ranks of the firm or through external hiring. 
The replacing executive is reported to have a drastic effect on the subsequent performances of the firm (Schepker 
et al., 2017). The incentives for bringing about different changes in the organizational strategies are varied and in 
terms of CSR disclosure quality, these incentives will affect the CSR strategy also (Quigley & Hambrick, 2012). In 
this study, we created a construct for a replacement, which is based upon the replacing executive association with 
the firm. If the executive is hired from outside of the firm it is coded as 1 and in contrast, external replacement 
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(ER), if he/she is promoted from within the ranks, it is coded as 0 internal replacement (IR) (Cannella Jr & 
Lubatkin, 1993).  
 
4.3.5. Political Embeddedness 
 
Political embeddedness (PE) is the moderating variable of this study, which is taken as a dummy variable. It 
proceeds a value of 0 if the firm is non-politically embedded, and 1 otherwise. PE is operationalized through the 
connection of at least one of the executives, directors, or supervisors with the government, National People’s 
Congress, or Chinese People’s Political Consultative Conference (CPPCC) (Li et al., 2008; Rauf, 2020; Z. Wang 
et al., 2018; Wu, Wu, Zhou, et al., 2012).  

 
4.3.6. Alternative Political Embeddedness 
 
We use alternative political embeddedness (APE) as a moderating variable also. It is a proxy for the alternative 
political connectedness of a firm through the political embeddedness of remaining board members or top 
management team. This is determined in the same way as that of the executive political connectedness (Cao et al., 
2017). To operationalize this variable in the study, we bifurcate the data into two based on the presence and 
absence of alternate political embeddedness. Further investigates for different subsamples of politically embedded 
firms, for example, companies that are government owned versus. Companies, which are not government owned, 
and companies with PE versus. Firms (WAPE) without alternate political embeddedness (Z. Wang et al., 2018). 
 
4.3.7. Control Variables 
 
To control for potential factors that may influence the nature of CSR disclosure, various control factors are 
remembered for this investigation. Board characterized as CEO residency, is the range of in-service time in years 
since the CEO's first appointment. The size of the board concerns the directors and board of directors. A 
minimum number of self-governing directors has been included control factors (Khan et al., 2020; Marquis & 
Qian, 2014; Rauf, 2020; Z. Wang et al., 2018). Besides it, Tobin’s Q is a control variable depicting the percentage 
between added value of physical assets and its market value representing the financial performance of a firm. 
BTMA is another control variable showing book value over the market value of shareholders’ equities. Growth 
of Asset is yet another control variable depicting the increase or decrease in assets of a firm. Locate a solid 
connection between CEO turnover and CEO age. We, hence, incorporate CEO age as a control variable in our 
examination. ROA is likewise a control variable speaking to return on the Assets while ROE speaks to return on 
value. Financial leverage represents the proportion of the debts of a firm to its absolute resources. For CEO 
duality (CD), the dummy variable equivalents 1 if the CEO is additionally the director and 0 in any case. SOE, 
characterized as a dummy variable that rises to 1 if the neighborhood or local government is the predominant 
proprietor and 0 in any case. A dummy variable for industry and another for a year was additionally included to 
control for the expected impacts of time and explicit industry (Naveed, 2021). Furthermore, for more details, see 
Table 4.3. 
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Table 4.3: Variable Definition and Details 

Variables Abbreviation Description 

Corporate Social 
Responsibility 
Disclosure  

CSR Disclosure CSR disclosure quality is the response variable fostering the assessment 
of CSR reports against the index formulated for this study.  

Executives 
Turnover ET 

It is a dummy variable concerning the occurrence of turnover of 
executives. Its value is equivalent to one of the executives' sales arises 
in the ongoing year as well as zero otherwise. 

Internal 
Replacement IR 

It is a dummy variable representing the replacement of executive 
having value 1 if replacing executive is from within the firm and 0 
otherwise. 

External 
Replacement ER 

It is a dummy variable representing the replacement of executive 
having value 1 if replacing executive is from outside of the firm and 0 
otherwise. 

Political 
Embeddedness PE 

It is also a dummy variable concerning the political connection of 
Executives. Its value is alike to one of the chief executive is politically 
relation as well as zero otherwise.  

Alternate Political 
Embeddedness APE 

It is also a dummy variable concerning the political connection of the 
top management team other than the chief executive. Its value is 
equivalent to 1 if any of the chief or director is politically associated and 
0 in any case. 

CEO Tenure CT Chief residency is the years since the CEO was selected as the CEO 

Board Size BS It is a variable concerning the size of the board of directors. 

Independent 
Director ID 

It is a variable showing if the minimum numbers of independent 
directors i.e. 2 are present on BOD. This variable is assigned with value 
1 if it is so and zero in another case. 

Tobin’s Q TQ It is a variable concerning the percentage between the market value and 
the added value of a physical asset. 

Book to Market 
Ratio BTMA It is a variable concerning the book value over the market value of 

shareholder's capital. 

Asset Growth AG This variable is the measure of the increase or decrease in total assets. 

CEO Age CA Dummy variable who takes an estimation of 1 if the CEO is range 63 
to 65 and zero in any case. 

Return on Assets ROA It is a variable concerning the ratio of total profit over a total asset. 

Return on Equity ROE It is a variable concerning the ratio of profit to the percentage of equity. 

Financial Leverage FL It is the proportion of debt of an association to its assets. 
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CEO Duality  CD Dummy variable that rises to 1 if the CEO is functioning as an 
executive likewise and 0 in any case. 

State-Owned 
Enterprise 
 

SOEs Dummy variable equivalents 1 if the nearby or focal government is the 
prevailing proprietor and 0 in any case. 

Year and Industry YI The business dummies are remembered for all regressions to control 
for the impacts of year and explicit industry. 
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4.4. Descriptive Statistics 

Table 4.4 presents a summary of all the variables used in the analysis. Out of the 4079 associations-year 
observations in the total sample, 1070 firms' observation (26%) reports forced turnover incidents. The mean of 
CSR disclosure is 5.807 while having a standard deviation of 2.791. It represents the achievement of 5.807 percent 
of the benchmarked composite CSR information in the context of China. The maximum possible rating is 11.00. 

 

Table 4.4: Descriptive Statistics 

Variables Mean SD Min. Max. 
CSR disclosure 5.408 2.791 1.000 11.000 
ET 0.273 0.446 0.000 1.000 
IR 0.737 0.448 0.000 1.000 
ER 0.263 0.443 0.000 1.000 
PE 0.105 0.306 0.000 1.000 
CT 2.577 2.784 0.000 19.000 
BS 9.483 2.282 4.000 22.000 
ID 3.493 0.839 1.000 8.000 
TQ 1.752 1.813 0.096 33.270 
BTMA 1.186 1.153 0 .030 10.328 
AG 0.166 0.343 0-.828 10.888 
CA 2.007 0.897 0.000 3.258 
ROA 0.042 0.057 -0.690 0.481 
ROE 0.082 0.816 -18.568 43.614 
FL 0.509 0.214 0.007 1.344 
CD 5.408 2.791 1.000 11.000 
SOEs 18.975 1.230 17.47 26.51 
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4.4.1. Correlation Matrix 

Furthermore, Table 4.5 reports the correlation matrix. The coefficient values of all the Independent 
Variables are lesser than 0.60, suggesting that there is no issue of multi-collinearity and estimated 
variables are sufficiently independent. The correlation between CSR disclosure and ET is negatively 
significant with an assessment of -0.30. The relation between PE and CSR disclosure is also negatively 
associated with a value of -0.07. The above results are matched with prior studies and correlations are 
within the operational limits.  
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Table 4.5: Correlation Matrix 
Variables 
 (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) (17) (18) 

CSR Disclosure 1.00                  

ET -0.35* 1.00                 

IR -0.36*  -0.58* 1.00                

ER -0.33* -0.52* -0.08* 1.00               

PE -0.07* -0.02* -0.05* -0.02* 1.00              

CT -0.18* -0.04* -0.04* -0.05* 0.00 -0.04* 1.00            

BS -0.04* 0.05* 0.05* 0.05* 0.01* 0.28* 0.00 1.00           

ID -0.04*  0.02* 0.03* 0.04* 0.05* 0.30* 0.00 0.48* 1.00          

TQ 0.02* -0.07* -0.07* -0.06* -0.10* -0.48* -0.08* -0.18* -0.15* 1.00         

BTMA -0.00 0.03* 0.03* 0.02* 0.16* 0.50* -0.08* 0.13* 0.13* -0.51* 1.00        

AG -0.05* -0.01* -0.01* -0.01* 0.10* 0.01* 0.01* -0.01* -0.00 0.11* -0.05* 1.00       

CA 0.08* 0.05* 0.04* 0.02* 0.04* 0.24* -0.06* 0.15* 0.15* -0.16* 0.16*   -0.06* 1.00      

ROA -0.01* -0.02* -0.02* -0.02* -0.10* -0.06* 0.05* -0.00 -0.01* 0.34* -0.29* 0.16* -0.06* 1.00     

ROE -0.04* 0.01* 0.00 0.00 -0.01* 0.03* 0.03* 0.01* 0.00* 0.12* -0.10* 0.10* 0.00 0.54* 1.00    

FL -0.02* 0.05* 0.05* 0.04* 0.21* 0.51* -0.06* 0.13* 0.13* -0.50* 0.51* -0.02* 0.18* -0.41* -0.08* 1.00   

CD -0.04* -0.02* -0.02* -0.03* -0.01* 0.09* 0.04* -0.14* -0.07* 0.14* -0.13* 0.08* -0.12* 0.10* 0.03* -0.12* 1.00  

SOEs -0.04 -0.02 0.03* -0.03* -0.01* 0.01 0.03 -0.04* -0.00 -0.05 0.03* 0.02* 0.05 -0.03 -0.01 0.05 0.01* 1.00 

*Shows significance at the 0.05 level respectively-Statistics are reported in parenthesis for a detailed description of the variable, see Table 
4.3. 
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4.4.2. Statistical Model  
 
To test the quality of CSR disclosure relationship with ET and PE of firms, this study utilizes the 
ordinary least squares (OLS) regression models. This model can be specified as follows: 

𝐶𝐶𝐶𝐶𝐶𝐶 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) = 𝑎𝑎 + 𝛽𝛽11𝐸𝐸𝐸𝐸 + ∑ 𝛽𝛽𝑛𝑛𝐷𝐷𝐷𝐷𝑐𝑐𝑐𝑐𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) + ℇ(𝑖𝑖,𝑡𝑡) … … … . … . . … … … … … … . .
𝑁𝑁

𝑖𝑖=1
(1) 

𝐶𝐶𝐶𝐶𝐶𝐶 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) = 𝑎𝑎 + 𝛽𝛽2𝐸𝐸𝐸𝐸 + 𝛽𝛽3𝐼𝐼𝐶𝐶 + 𝛽𝛽4𝐸𝐸𝐸𝐸𝐸𝐸𝐼𝐼𝐶𝐶 + ∑ 𝛽𝛽𝑛𝑛𝐷𝐷𝐷𝐷𝑐𝑐𝑐𝑐𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) + ℇ(𝑖𝑖,𝑡𝑡) … … …
𝑁𝑁

𝑖𝑖=1
(2) 

𝐶𝐶𝐶𝐶𝐶𝐶 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) = 𝑎𝑎 + 𝛽𝛽5𝐸𝐸𝐸𝐸 + 𝛽𝛽6𝐸𝐸𝐶𝐶 + 𝛽𝛽7𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐶𝐶 + ∑ 𝛽𝛽𝑛𝑛𝐷𝐷𝐷𝐷𝑐𝑐𝑐𝑐𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) + ℇ(𝑖𝑖,𝑡𝑡) … . . … .
𝑁𝑁

𝑖𝑖=1
(3) 

𝐶𝐶𝐶𝐶𝐶𝐶 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) = 𝑎𝑎 + 𝛽𝛽8𝑃𝑃𝐸𝐸 + 𝛽𝛽9𝐸𝐸𝐸𝐸 + 𝛽𝛽10𝐸𝐸𝐸𝐸𝐸𝐸𝑃𝑃𝐸𝐸 + ∑ 𝛽𝛽𝑛𝑛𝐷𝐷𝐷𝐷𝑐𝑐𝑐𝑐𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) + ℇ(𝑖𝑖,𝑡𝑡) … … . .
𝑁𝑁

𝑖𝑖=1
(4) 

𝐶𝐶𝐶𝐶𝐶𝐶 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) = 𝑎𝑎 + 𝛽𝛽11𝐸𝐸𝐸𝐸 + 𝛽𝛽12𝐴𝐴𝑃𝑃𝐸𝐸 + 𝛽𝛽12𝐸𝐸𝐸𝐸𝐸𝐸𝑃𝑃𝐸𝐸 + ∑ 𝛽𝛽𝑛𝑛𝐷𝐷𝐷𝐷𝑐𝑐𝑐𝑐𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) + ℇ(𝑖𝑖,𝑡𝑡) …
𝑁𝑁

𝑖𝑖=1
(5) 

𝐶𝐶𝐶𝐶𝐶𝐶 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) = 𝑎𝑎 + 𝛽𝛽13𝐸𝐸𝐸𝐸 + 𝛽𝛽14𝑊𝑊𝐴𝐴𝑃𝑃𝐸𝐸 + 𝛽𝛽15𝐸𝐸𝐸𝐸𝐸𝐸𝑃𝑃𝐸𝐸 + ∑ 𝛽𝛽𝑛𝑛𝐷𝐷𝐷𝐷𝑐𝑐𝑐𝑐𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) + ℇ(𝑖𝑖,𝑡𝑡).
𝑁𝑁

𝑖𝑖=1
(6) 

Where quality of  (CSR) disclosure indicates firm’s corporate social responsibility disclosure; (ET) is 
executive turnover in a firm; (PE) refers to board’s political embeddedness measured by number and 
proportion of politically connected directors; (ET× IR) shows the interaction between executive turnover 
and internal replacement; (ET× ER) shows the interaction between executive turnover and external 
replacement; (ET× PE) shows interaction between executive turnover and political embeddedness; (APE) 
firm’s alternate political embeddedness; (WAPE) without alternate political embeddedness; while 
𝐷𝐷𝐷𝐷𝑐𝑐𝑐𝑐𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷 refers firm-level control variables. 
 
4.4.3. Results and Discussion 
 
Table 5.6 reports the OLS regression results for the moderating effects of PE and ET on CSR disclosure 
quality. To test Hypothesis (H1a), Model 1 represents the relationship between CSR disclosure quality and 
executives’ turnover. Model 2 and Model 3 are the modification of Model 1 in terms of the inclusion of 
subsequent replacement of the departing executive. Model 2 incorporates the internal replacement (IR) 
variable to test Hypothesis (H1b). Model 3 incorporates the external replacement (ER) variable to test 
Hypothesis (H1c). Model 4 represents the moderating effect of PE in the relation between CSR disclosure 
quality and ET to test Hypothesis (H2a). Model 5 is the replication of Model 4 for the sample of firms 
having APE to test Hypothesis (H2b). Model 6 is also the replication of Model 4 but for the firm’s samples 
having no WAPE to test Hypothesis (H2c).  
 As shown in the results of Model 1, ET is connected significantly negatively with the quality of CSR 
disclosure (β = -1.989, p < 0.000), consistent with Hypothesis (H1a). Results of Model 2 shows that IR is 
also connected significantly negatively with the quality of CSR disclosure (β = -1.995, p < 0.001) and 
Interaction of the ET× IR is (β= 1.930, p < 0.000), consistent with Hypothesis (H1b). Outcomes of Model 
3 demonstrates that ER is also connected significantly negatively with the CSR disclosure (β = -1.956, p < 
0.000). Interaction of the ET× ER is (β = -1.795, p < 0.000), consistent with Hypothesis (H1c). The results 
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of Model 4 demonstrate a negative linkage of interaction checked Hypothesis 1 (H1a) of PE with ET 
relationship with the quality of CSR disclosure (β = - 0.033, p < 0.000) consistent with the hypothesis 
(H2a) (see Table 6). Thus, our results show a further diminution in CSR disclosure quality of departing 
executives’ firms with PE, demonstrating a negative link between PE and CSR disclosure quality (Marquis 
& Qian, 2014; Rauf, 2020; Z. Wang et al., 2018) .The comparison of the results of Model 5 shows the 
alternate Political Embeddedness (APE) impact in the PE moderated linkage between ET and CSR 
disclosure quality (β = -0.039, p < 0.000) consistent with the hypothesis (H2b). The result of Model 6 
shows the without alternate political embeddedness (WAPE) influence in the PE moderated connection 
between ET and CSR disclosure quality (β = -0.084, p < 0.000) consistent with the hypothesis (H2c). 
Some control variables had an insignificant relationship with CSR disclosure quality. The result of the 
control variables is also consistent with the previous (Cao et al., 2017).  
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Table 4.6: Results of all Models Executed through (OLS) Regression 

Notes: *, **, ***, significant at 10%, 5%, and 1%, respectively. T-statistics are reported in 
parentheses. For a detailed description of the variable, see Table 4.3. 

 

Variables Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 

CSR Disclosure OLS all firms OLS all firms OLS all firms OLS all firms OLS firms with APE OLS firms WAPE 

ET -1.989*** 
( -23.06) 

-1.942** 
(-22.45) 

-1.995*** 
(-23.02) 

-1.993*** 
(-23.07) 

-2.588*** 
(-16.98) 

-3.821*** 
(-3.02) 

IR ------------- -1.995*** 
(-23.18) ------------- -------------- -------------- -------------- 

ER ------------- -------------- -1.956*** 
(-22.43) -------------- ------------- -------------- 

PE ------------- -------------- -------------- -0.034*** 
(-3.73) 

-0.214** 
(-2.15) 

-2.167 
(-1.70) 

ET× IR ------------- -1.930*** 
(-21.07) ------------- -------------- ------------- -------------- 

ET× ER -------------- -------------- -1.795*** 
(-20.02) -------------- -------------- -------------- 

ET ×PE -------------- -------------- -------------- -0.033*** 
(-3.69) 

-0.039*** 
(-3.19) 

-0.084 
(-1.65) 

CT 0.000 
(0.03) 

0.007 
(0.34) 

0 .001 
(0.08) 

0.001 
(0.07) 

-0.008 
(-0.34) 

0 .001 
(0.08) 

BS -0.029 
(-0.82) 

-0.033 
(-0.94) 

-0.030 
(-0.84) 

-0.036 
(-1.02) 

-0.057 
(-1.45) 

-0.031 
(-0.87) 

ID -0.049 
(-0.52) 

-0.015 
(-0.17) 

-0.044 
(-0.46) 

0.026 
(-0.28) 

0.044 
(0.42) 

0.018 
(0.19) 

TQ 0.057* 
(2.04) 

0.063* 
(2.26) 

0.058* 
(2.07) 

0 .057* 
( 2.04) 

0.056* 
(1.75) 

0.059* 
(1.91) 

BTMA -0.054 
(-1.04) 

-0.044 
(-0.86) 

-0.053 
(-1.02) 

-0.046 
(-0.89) 

0.0621 
(0.98) 

0.037 
(0.66) 

AG 0.144 
(-1.15) 

-0.134 
(-1.08) 

-0.143 
(-1.14) 

-0.087 
(-0.69) 

-0.148 
(-1.07) 

-0.074 
(-0.59) 

CA 0.197*** 
(3.34) 

0.165*** 
(2.80) 

0.193*** 
(3.23) 

0.202*** 
(3.44) 

0.187*** 
(2.86) 

0.234*** 
(3.94) 

ROA 1.549 
(1.54) 

1.480 
(1.49) 

1.541 
(1.54) 

1.448 
(1.45) 

2.509* 
(2.17) 

2.542* 
(2.43) 

ROE -0.485* 
(-1.96) 

-0.498* 
(-2.02) 

-0.486* 
(-1.96) 

-0.467* 
(-1.89) 

-0.596* 
(-2.19) 

-0.472* 
(-1.91) 

FL -0.076 
(-0.25) 

-0.123 
(-0.41) 

-0.084* 
(-0.28) 

0.071 
(0.23) 

0.105 
(-0.31) 

0.303 
(0.97) 

CD -0.187 
(-1.55) 

-0.168 
(-1.36) 

-0.188* 
(-1.56) 

-0.189 
(-1.56) 

-0.177** 
( -1.33) 

-0.183 
(-1.51) 

SOEs -0.113 
(-1.29) 

-0.128 
(-1.47) 

-0.113 
(-1.29) 

-0.124 
(-1.42) 

-0.074 
(-0.77) 

-0.130 
(-1.50) 

Constant 5.700*** 
(15.41) 

5.629*** 
( 15.32) 

5.693*** 
(15.38) 

5.909*** 
( 15.84) 

7.662*** 
(6.71) 

9.276*** 
(8.94) 

R2 0.2825 0.2931 0.2826 0.2864 0.2342 0.2898 
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4.4.4. Robustness Test 
 
To check the major endogeneity issues of this research, robustness tests are applied in Table 7. Our study 
reports a significantly negative association among corporate social responsibility (CSR) disclosure quality 
executive turnover (ET), political embeddedness (PE), internal replacement (IR), and external replacement 
(ER), while there is a positive association between CEO tenure and CEO age.  
 The researcher has made additional robustness estimates to validate this relation, as there are issues 
with the endogeneity of certain experiments attributable to omitted causes. We followed Dam and 
Scholtens (2012) and Lopatta et al. (2017) to resolve the possible endogeneity problem. To evaluate 
whether a move in the decline in ET and PE influenced the quality of CSR disclosure (Dam & Scholtens, 
2012; Lopatta et al., 2017). Our sample was extracted for a reason Model 1 to Model 6, the coefficients of 
decrease in quality of CSR disclosure remained significantly negative and consistent with previous findings 
as stated in Table 7. Further effects of the calculation reported that there was a large magnitude of the 
coefficients of these six reduction stages discrepancies. These reduction amounts checked on 1 percent, 5 
percent and 10 percent reduction thresholds in FT and (β =-1.987, p < 0.000) and PE (β =-0.035, p < 
0.000) in Model 1 and Model 4 respectively were considered. The findings of this analysis are matched 
with the researches of (Cao et al., 2017; Rauf, 2020; Z. Wang et al., 2018). 
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Table 4.7: Additional Analysis Robustness Test 
Variables Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 

CSR Disclosure OLS all firms OLS all firms OLS all firms OLS all firms OLS firms with APE OLS firms WAPE 

ET -1.987*** 
( -22.62) 

-1.961** 
(-22.27) 

-1.946*** 
(-22.80) 

-1.928*** 
(-22.58) 

-2.556*** 
(-16.73) 

-3.741*** 
(-3.01) 

IR 
 ------------- -1.996*** 

(-22.88) ------------- -------------- -------------- -------------- 

ER ------------- -------------- -1.961*** 
(-21.85) -------------- -------------- -------------- 

PE ------------- -------------- -------------- -0.035*** 
(-3.19) 

-0.217** 
(-2.17) 

-1.154 
(-1.71) 

ET× IR ------------- -1.951*** 
( -21.38) ------------- -------------- -------------- -------------- 

ET× ER -------------- -------------- -1.953*** 
(-21.02) -------------- -------------- -------------- 

ET ×PE -------------- -------------- -------------- -0.034*** 
(-3.19) 

-0.035*** 
(-3.19) 

-0.087 
(-1.68) 

CT 0.001 
(0.03) 

0.009 
(0.40) 

-0.030 
(-0.84) 

0.002 
(0.09) 

0 .002 
(0.09) 

0 .001 
(0.08) 

BS -0.038 
(-0.80) 

-0.042 
(-0.91) 

-0.030 
(-0.84) 

-0.032 
(-1.00) 

-0.030 
(-0.85) 

-0.032 
(-0.89) 

ID -0.059 
(-0.50) 

-0.017 
(-0.16) 

-0.044 
(-0.46) 

0.024 
(-0.27) 

0.017 
(0.18) 

0.019 
(0.18) 

TQ 0.068* 
(2.90) 

0.059*** 
(3.03) 

0.058* 
(2.07) 

0 .081* 
( 2.87) 

0.062* 
(2.30) 

0.058* 
(1.92) 

BTMA -0.065 
(-1.04) 

-0.046 
(-0.92) 

-0.054 
(-1.05) 

-0.047 
(-0.90) 

0.037 
(0.66) 

0.038 
(0.67) 

AG 0.153 
(-1.05) 

-0.138 
(-0.92) 

-0.144 
(-1.15) 

-0.089 
(-0.65) 

-0.071 
(-0.56) 

-0.073 
(-0.58) 

CA 0.186*** 
(3.41) 

0.190*** 
(3.27) 

0.206*** 
(3.47) 

0.229*** 
(3.50) 

0.237*** 
(4.00) 

0.235*** 
(3.96) 

ROA 1.558* 
(2.10) 

1.510* 
( 2.07) 

1.551 
(1.55) 

1.422 
(1.96) 

2.573*** 
(3.19) 

2.541* 
(2.44) 

ROE -0.494*** 
(-4.29) 

-0.498*** 
(-4.54) 

-0.486* 
(-1.97) 

-0.467*** 
(-3.77) 

-0.474*** 
(-3.52) 

-0.473* 
(-1.92) 

FL -0.086 
(-0.27) 

-0.073 
(-0.26) 

-0.054* 
(-0.18) 

0.074 
(0.25) 

0.381 
(1.03) 

0.305 
(0.98) 

CD -0.197 
(-1.61) 

-0.142 
(-1.23) 

-0.172* 
(-1.43) 

-0.198 
(-1.63) 

-0.187 
(1.58) 

-0.184 
(-1.52) 

SOEs -0.173 
(-1.30) 

-0.128 
(-1.47) 

-0.120 
(-1.37) 

-0.127 
(-1.43) 

-0.133 
(-1.51) 

-0.131 
(-1.51) 

Constant 5.709*** 
(16.23) 

5.661*** 
(16.39) 

5.717*** 
(15.53) 

5.939*** 
( 16.60) 

9.282*** 
(8.58) 

9.275*** 
(8.93) 

R2 0.2827 0.2977 0.2894 0.2875 0.2684 0.2897 

Notes: *, **, ***, significant at 10%, 5%, and 1%, respectively. T-statistics are reported in parentheses. 
For a detailed description of the variable, see Table 4.3. 
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4.4.5. Endogeneity Control 
 
Apart from our main analyses, we used two different models to address the endogeneity problem. Firstly, 
we used a 1 year lagged value of CSR disclosure, ET, and PE in the OLS. It was performed under 
observation, as the performance of a firm needs time before affecting the CSR disclosure quality. The 
results of all the Models shown in Table 4.8a, 4.8b, and 4.8c, foster the findings of lagged measures. The 
results of the lagged measures of CSR disclosure, ET, and PE variables are similar and in line with our 
main results shown in Table 4.6. Secondly, a two-stage least squares (2SLS) regression (an instrumental 
variable technique) is used to deal with the endogeneity problem whereby a year lagged measure of CSR 
disclosure, ET, and PE has been used. Models 1, 2,3,4,5, and 4.6 of Table 4.8b show the results of 2SLS 
regression. The statistical outcomes confirm the validity. No weak instrumental variables were found 
whatsoever. The OLS results of Table 4.6 representing “endogeneity control” suggest that coefficients 
significances are similar to the results of 2SLS regression.  
 To examine the robustness, this study showed a significantly opposite controlling effect of PE with 
ET and CSR disclosure. We applied Heckman's (1979) two-stage analysis to resolve the problem of sample 
selection bias and reported empirical results of PE and ET by employing OLS regression while keeping 
ET and PE as control variables in the first stage. By using the ratio of inverse mills, CSR disclosure quality 
converts into risk rate in the second stage. Lastly, we estimated the main regression by employing PE and 
ET as independent variables (Heckman, 1979). In the Heckman method, results of PE and ET are negative 
and significant which confirms that our outcomes are trustworthy as being depicted in Tables 8c shows 
that the result for Lambda is negative and insignificant, suggesting that there is no self-selection issue. 4.8a, 
4.8b, and 4.8c.  
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Table 4.8a: Panel A Lagged- OLS for the ET–PE, CSR Disclosure 

Variables Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 

CSR Disclosure OLS all firms OLS all firms OLS all firms OLS all firms OLS firms with APE OLS firms WAPE 

ET -1.896*** 
(-21.28) 

-1.861*** 
(-21.12) 

-1.856*** 
(-21.10) 

-1.931*** 
(-22.61) 

-2.567*** 
(-16.68) 

-2.821*** 
(-2.95) 

IR -------------- -1.994*** 
(-22.94) ------------- -------------- -------------- -------------- 

ER -------------- -------------- -1.961***  
(21.85) -------------- ------------- -------------- 

PR -------------- -------------- -------------- -0.034*** 
(-3.17) 

-0.216** 
(-2.17) 

-1.167 
(-1.57) 

ET× IR -------------- -1.951*** 
(-21.38) ------------- -------------- ------------- -------------- 

ET× ER -------------- -------------- -1.943*** 
(-21.02) -------------- -------------- -------------- 

ET ×PE -------------- -------------- -------------- -0.032*** 
( -3.15) 

-0.035*** 
( -3.17) 

-0.087 
(-1.68) 

R2 0.2703 0.2788 0.2647 0.2186 0.2285 0.2186 

 

Table 4.8b: Panel B Two-Stage Least Square (2SLS) 

Variables Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 

CSR Disclosure OLS all firms OLS all firms OLS all firms OLS all firms OLS firms with APE OLS firms WAPE 

ET -1.959*** 
(-22.12) 

-1.942*** 
(-21.10) 

-1.938*** 
(-21.08) 

-1.076*** 
(-20.57) 

-2.546*** 
(-16.63) 

-2.832*** 
(-2.93) 

IR -------------- -1.528*** 
(-21.13) 

-------------- -------------- -------------- -------------- 

ET -------------- -------------- -1.964*** 
(-21.82) 

-------------- ------------- -------------- 

PE -------------- -------------- -------------- -0.033*** 
(-2.93) 

-0.217** 
(-2.18) 

-1.165 
(-1.53) 

ET× IR -------------- -2.928* 
(-1.95) 

-------------- -------------- ------------- -------------- 

ET× ER -------------- -------------- -1.370* 
(-2.13) 

-------------- -------------- -------------- 

ET ×PE -------------- -------------- -------------- -0.031*** 
(-3.13) 

-0.037*** 
(-3.19) 

-0.084 
(-1.65) 

R2 0.2478 0.2832 0.2697 0.2688 0.2287 0.2822 
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Table 4.8c: Panel C (2-Stage Heckman) 

Variables Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 

CSR Disclosure OLS all firms OLS all firms OLS all firms OLS all firms OLS firms with APE OLS firms WAPE 

ET -1.993*** 
(-23.17) 

-1.942** 
(-22.46) 

-------------- -1.944*** 
(-21.67) 

-2.576*** 
(-16.62) 

-2.836*** 
(-2.97) 

IR -------------- -1.485*** 
(-21.21) 

-------------- -------------- -------------- -------------- 

ET -------------- -------------- -1.323*** 
(-20.76) 

-------------- -------------- -------------- 

PE -------------- -------------- -------------- -1.108* 
(-2.00) 

-0.219** 
(-2.19) 

-1.169 
(-1.57) 

ET× IR -------------- -5.114*** 
(-7.43) 

-------------- -2.625*** 
(-5.89) 

-------------- -------------- 

ET× ER -------------- -------------- -------------- -------------- -------------- -------------- 

ET ×PE -------------- -------------- -------------- -------------- -0.038*** 
( -3.18) 

-0.089 
(-1.68) 

R2 0.2488 0.2836 0.2699 0.2678 0.1297 0.2832 

Lambda -2.144 -2.134 -2.419 -2.391 -2.375 -2.375 

Note: *, **, ***, significant at 10%, 5%, and 1%, respectively. T-statistics are reported in parentheses. 
For a detailed description of the variable, see Table 4.3. 
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4.5. Conclusion  
 
In this study, the relationship between ET and the quality of CSR disclosure is analyzed with the 
moderating role of the PE of the departing Executives. In this regard, the quality of CSR disclosure was 
investigated for the influence of post ET replacement in the listed A-share firms of Chinese. Also, the link 
of PE of a firm and ET was looked for CSR disclosure quality simultaneously, to unveil the interplay of 
these phenomena under their relevant underpinnings. 20,850 firm’s/year observations recorded on the 
Shanghai and Shenzhen Stock Exchanges for the period 2010–2016 were analyzed through OLS regression 
for the possible connections. The robustness was ascertained through the robustness test and reversed 
causality was addressed through lagged measures, two stages least square methods, and 2-stage Heckman.  
 The analysis here offers a valuable contribution to the stakeholder theory of CSR disclosure whereby 
ET proves to be potent in invigorating agency problems amongst different stakeholders. The results of IR 
and ER in the premise of PE illustrate the negative impacts of agency problems on the CSR disclosure 
quality. These findings are further strengthened by the results associated with the presence and absence of 
APE. We also investigated the extent to which PE (whether an Executive is holding a public office or has 
experience as a government official) has any relation with the quality of CSR disclosure.  
 Results of this study also complement legitimacy theory as it has been shown that the quality of CSR 
disclosure exacerbates when firms get relief from the regulator's control and do not require further 
legitimization activities. The potency of different kinds of political forces to handicap a firm while addicting 
it with over-reliance on governmental support is a noticeable phenomenon. It has strong repercussions 
for the quality of progressive initiatives like CSR disclosure. PE is extensively reported as an effective 
feature for the promulgation of CSR activities however, our results depict it the other way around in the 
context of China. It shows the trade-off between the financial and quality performances of firms in tandem 
with legitimacy and agency theories. This shows the ineffectiveness of government-induced CSR policies 
in any case.  
 The findings have valuable outcomes for policy-makers, research-practitioners, investors, and other 
stakeholders. First of all, the role and status of executives in politically embedded Chinese firms for the 
implementation of different normative and progressive initiatives is more pronounced as compared to 
developed economies, and therefore to ensure the quality of CSR disclosure, firm’s need special retention 
strategies for damage control. Secondly, Firms need alternative plans in case of politically embedded 
executive turnover to cope with its internal and external negative impacts. 
 
4.5.1. Limitation and Future Research 
 
The study has certain limitations for it is a single-country study with unique attributes of political 
institutions’ prominent role in the affairs of firms. The level of power and influence is dependent upon 
the status of the governmental positions held by the incumbent executive, which is not considered in this 
study. The conflicting roles of the provincial and central government have also not been considered while 
attributing factors to legitimacy theory. The size of the firm is reported to be a prominent factor in the 
previous turnover studies which is also not been considered here. Future studies may include institutional 
context other than that of China in their analysis. The role of the size of the firms may also be handy in 
the study of the moderating role of PE in the relationship between ET and CSR disclosure quality. In 
addition, a comparative study may be carried out to look for different factors in the interplay of the 
variables.  
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Appendix Table 4.9: A 
S. No. Corporate Social Responsibility Disclosure Index 

i.  Creditor protection in terms of responsibility for debt amount and the provision of information 
to the banks and their debtors. 

ii.  Protection of staff in terms of minimum wages, health, and safety, equal promotional 
opportunities, well-being guarantees, and staff training. 

iii.  Delivery protection in terms of abiding by the principles of commitments, fair and just 
procurement, legitimate contracts in compliance with the law, ensuring industrial development, 
and sharing experiences. 

iv.  Protection of customers in terms of the provision of services and the production of high-quality 
products. 

v.  Environmental protection in terms of role in climate change, reduction in energy consumption 
and greenhouse gases, and protection of the ecosystem. 

vi.  Public relations in terms of promotion of social development and care of vulnerable and 
unprivileged people. 

vii.  System construction in terms of formulation of procedures and routines to systemize the CSR. 
viii.  Work safety in terms of workplace and production safety 
ix.  Deficiency in terms of shortcomings in the implementation of the CSR measures in the shape of 

deficiency of preparation, worker safety, communiqué with shareholders, etc. in the firm.  
x.  whether it discloses the construction of a social responsibility system and improvement 

measures 
xi.  Incorporation of components of social responsibility by helping oppressed members of society 

and promoting the welfare of people. 
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CHAPTER 5:  
 

The Impact of CEO Duality and Financial Performance on CSR Disclosure: 
Empirical Evidence from State-Owned Enterprises in China5 

 

This paper studies the effects of a firm’s financial performance (FP) and chief executive officer’s (CEO) 
duality on the quality of corporate social responsibility (CSR) disclosure in the context of state-owned 
enterprises (SOEs) among Chinese A-share-registered companies. The results depict a negative 
relationship between CEO duality and CSR disclosure. Our results demonstrate that better-performing 
firms disclose CSR information more frequently and of higher quality compared with firms with poor 
financial performance. This role of financial performance in the quality of CSR disclosure is generally 
valuable in public enterprises; however, it is relatively sluggish in state-owned enterprises the outcomes 
indicate that the dual leadership structure reduces assessments and renders CEOs less liable to their 
stakeholders. Therefore, this study offers valuable information and details for regulators to improve 
corporate governance and CSR from the perspective of stakeholder theory. 

5.1. Introduction  

A noteworthy question in the arena of corporate governance is whether a person should hold both major 
leadership positions simultaneously, i.e., chairman of the board of directors (BOD) and CEO, or whether 
it would be more fitting for different people to hold each position. The reasoning revolves around the 
arguments for the separation of powers in contrast to that of the unity of direction in firms’ decisions. 
This disagreement has considerable implications, as executives play a key role in the management of 
corporations and their efficiency (Gul, 2004; Ho, 2001). Consequently, an organization’s disclosure 
structure and standards are shaped. The institutional context of China offers a valuable point of inquiry 
into the role of executives. On average, the financial performance of firms is favorably linked to CSR 
disclosure in Chinese listed firms (Li, 2013) Consequently, an organization’s disclosure structure and 
standards are shaped. The institutional context of China offers a valuable point of inquiry into the role of 
executives. On average, the financial performance of firms is favorably linked to CSR disclosure in Chinese 
listed firms (Ahmad, 2017; Cheng, 2006; Velte, 2017), while others have mentioned a negative and 
significant correlation between them (Muttakin, 2015). The studies with significant results reported lower 
CSR disclosures in relation to CEO duality compared with firms with no CEO duality problem. The mixed 
results of the previous studies could be mainly attributed to some missing connections with institutional 
factors. Furthermore, firm performance is an under-researched phenomenon for CSR disclosures in terms 
of ownership structure. Although some studies have attempted to explore the potential impact, they are 
mainly longitudinal and incorporate incomplete measures of CSR disclosure quality (Li, 2013). 
 In this thesis, we explore the relationship between the financial performance of companies, CEO 
duality, and firms’ CSR practices from the perspective of the board’s institutional impact in terms of 
                                                                 
5 This chapter resulted in the following publication: Voinea, C. L., Rauf, F., Naveed, K., & Fratostiteanu, 
C. (2022). The Impact of CEO Duality and Financial Performance on CSR Disclosure: Empirical Evidence 
from State-Owned Enterprises in China. Journal of Risk and Financial Management, 15(1), 37. 
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ownership structure. This study provides a broader understanding of the quality of CSR disclosure in two 
ways. Firstly, prior research indicates that the national institutional context, comprising regulatory 
frameworks, affects its CSR (Van der Laan Smith, 2005); however, less consideration has been paid to 
CSR disclosure quality in Chinese firms. Second, most Chinese companies are state-owned enterprises 
(SOEs). These SOEs have several social aims and profitability objectives, which are often in the 
competition with productivity goals. Consequently, when agreeing on the level of CSR disclosure, they 
could feature a separate priority mechanism relative to non-state-owned companies (NSOEs).  
 This study will add new knowledge to the body of corporate governance research in mainland China’s 
public corporations in terms of the duality–performance partnership. Although China has undergone rapid 
economic development in recent decades, Chinese business enterprises are heavily criticized for 
environmental emissions, human rights violations, and low-quality goods The Chinese Company Law of 
2006, for example, bounds corporations not only to follow legislation and regulatory rules but also to act 
in line with societal and corporate ethical values. Furthermore, in 2008 the Chinese government 
implemented the adoption of CSR standards by firms that are to be regulated by the central government. 
Consequently, the number of Chinese business firms disclosing such information rose dramatically, from 
less than 471 in 2009 to almost 1015 in 2019 (Wu, 2021). 
 This thesis also provides evidence of a new pattern of CSR disclosure quality in China. In the 
ownership context, our study develops the perspective of the new dimension of CSR disclosure in the 
relationship between business success and CSR. We contribute to stakeholder theory in terms of their 
control on management and influence on reporting. This study provides more insights into the degree to 
which a company’s CEO duality and financial performance determine (1) the decision of a company to 
publish its CSR operations, (2) the nature of its CSR records, and (3) the role in the ownership context. 
As SOEs have several social aims and profitability objectives, which are often in contrast with productivity 
goals, when agreeing on the level of CSR transparency, they could possess a separate prioritization 
mechanism relative to non-state-owned entities (NSOEs) (Li, 2013; Van der Laan Smith, 2005). 

This study is divided into six sections, including this introduction. The second section discusses the 
relevant research for formulating a theoretical framework and developing the hypotheses of the study. The 
third section highlights the research methodology employed in this study. The fourth section analyzes the 
sample data and highlights the analytical findings, providing an explanation and interpretation of the 
results. The last section provides the conclusions drawn from the findings and potential policy 
implications. 
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5.2. Theoretical Framework and Hypothesis Development  

Through this study, we attempt to analyze the link between the CEO's duality and firms’ financial 
performance in China, along with their effect on CSR disclosure in the context of SOEs. The uncertainty 
of the corporate transactions in Chinese firms makes it essential to resolve this issue and provide an 
incentive to devise a future strategy (Li, 2008; Peng, 2009). Peng et al. (2010) and Zhou (2019) implied that 
cultivating a contingency viewpoint can be highly constructive when addressing the impact of CEO duality 
and FP on CSR disclosure. It is relevant to deepen awareness of the less discussed, collective effects on 
CSR disclosure, by the CEO duality, business performance and government ownership modes (Peng, 2010; 
Zhou, 2019). The recent literature has concentrated on the difference in CSR disclosures across developing 
nations (Freedman, 1992; Gray, 2007; Rauf, 2020; Sial, 2018; Williams, 1999). 
 In this regard, two different theories have been previously used in the literature, namely agency theory 
and stewardship theory. Agency theory is based on the conviction that there occurs a predictable clash 
between the principal (owner) and the individuals who implement (agents) (Jensen, 1976). ). As supervisory 
activities often supersede shareholders’ returns, this provides ascent to agency issues relating to moral 
hazards and data irregularity. When the managers and executives focus on the maximization of their 
perceived efficiency, the exact information concerning different stakeholders is tempered (Fama, 1983; 
Hashim, 2008). An agency problem is further probable to happen when the major decision maker has no 
ownership in shaping his/her choices. Agency theory admits that the governing board is an essential inside 
regulator component to regulate investors and the administration (Boyd, 1995).  
 Pertaining to the above issues, when the offices of the chief executive and the chairperson of the 
board of directors are assumed by different people, the interests of stakeholders are potently addressed 
(Kholeif, 2008). This non-duality allows the governing body’s director to efficiently observe and regulate 
the possible investor-value-destroying activities on part of the executives (Braun, 2007). In the light of 
these difficulties, agency theory endorses the segregation of the CEO and chairperson’s roles for the 
maximization of financial and non-financial performances. 
 In contrast, stewardship theory states that managers are good stewards of resources, and the merger 
of executive and chairperson roles in a single office reduces the opportunity of the inherent conflict of 
interest between owners and managerial bodies while improving the coordination and decision-making 
process. Promoters of this theory promulgate that CEO duality instills stronger leadership. Donaldson and 
Davi (1991) opined that combining the two functions would promote a firm’s efficiency through 
management unity and would lead to greater efficiency and quality of the CSR disclosure. Contrasting the 
arguments of the two perspectives under the empirical evidence presented insofar, CEO duality is 
instrumental in the accounting parameters while potentially decreasing the accountability and making the 
CEO less worried regarding their environmental and social obligations (Tschopp & Huefner, 2015). 
 The tension between the two theories is addressed by the institutional theory which envisages the 
connection between the environments of an organization with its espoused goals while carving out its 
legitimacy(Parsons, 1960). It explains the viability of agency theory and stewardship in different scenarios 
and is better able to explain the modes of association among CEO duality, firm’s financial performance, 
and CSR disclosure under the influence of SOEs.  
 
5.2.1. CEO Duality and CSR Disclosure    
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CEO duality states that a similar individual holds the positions of the company’s CEO and chairperson 
simultaneously (Donaldson, 1991). The impact of CEO duality on CSR performance is reported to be 
differentiated based on firms’ industrial affiliation and different institutional factors. In the USA, there is 
a general pattern of segregation between the duties of the CEO and the responsibilities of the chairperson, 
and empirical studies in American firms with CEO duality report poor business governance (Chen et al., 
2018; Elsayed, 2007; Thorne, 2017). However, mixed results are reported for trans-Asian studies. Said, by 
examining Malaysian firms, found no connection between CEO duality and the quality of CSR disclosure 
Likewise, Cheng and Courtena (2006) presented that CEO duality was not related to the degree of 
voluntary disclosures in the firms listed on the Singapore Stock Exchange (Cheng, 2006).  
 Gul and Leung (2004) confirmed the association of CEO duality with lower business voluntary 
disclosures in the institutional setting of Hong Kong. Their study shows that CEO duality reduces firms’ 
likelihood to connect with CSR widely. In the Chinese context, CEO duality is reported to have a negative 
impact on voluntary disclosure stages concerning listed Chinese firms (Huafang, 2007). The research 
studies in the institutional settings of China, however, reveal a pattern of a negative association between 
sustainability-related variables and CEO duality. The low success rate of CSR procedures (Lu & Castka, 
2009; Michelon & Parbonetti, 2012; Said et al., 2009) is attributed to CEO duality and has been stated as 
a double-edged blade metaphorically (Finkelstein & D'aveni, 1994). Based on the above discussion, we 
developed the following hypothesis. 
 
Hypothesis (H1): The duality of the CEO has a negative influence on the degree of CSR disclosure. 

 
5.2.2. Firm’s Financial Performance and CSR Disclosure   

The principal investor of a company is its shareholders, who are worried about the firm’s profits. From a 
justice viewpoint, a firm with better financial performance is more able to exhibit its social and public 
responsibilities and to avoid litigations; in the case of institutional regulations, they provide a more 
extensive report of CSR activities (Cho & Patten, 2007; Garcia et al., 2018; Ng & Koh, 1994). This claim 
recommends financial performance to be positively associated with CSR disclosure. Although some studies 
are in contrast to the above contention (Alnajjar, 2000; Haniffa & Cooke, 2005; Sial et al., 2018), on average 
there is a positive association between the financial performance of a firm and its CSR disclosure (Wu, 
2021). 

Gray et al. (2001) advice that changes in social and organizational issues in various countries may 
clarify the varied outcomes of the correlation between the quality of CSR disclosure and profit from the 
business (Gray, 2001; Khan, 2013). Van der Smith (2005) discovered proof that social and institutional 
components influence the quality of CSR disclosure. China has exclusive social and institutional features 
that influence organizational procedures regarding the triage among stakeholders’ interests, and the 
inducement comes out to be in the favor of shareholders (Van der Laan Smith, 2005). Lin (2010) also 
contends that even though China’s government has presented numerous initiatives to endorse CSR, 
Chinese firms’ are not burdened by the stakeholders to establish CSR. First, while the state has launched 
some CSR initiatives, the constraining factors have not been addressed. Second, unlike their Western 
counterparts, Chinese customers lag in forcing firms to produce goods and facilities responsibly. The 
deficiency of customer consciousness is complemented by the lack of customer rights fortification. Third, 
the firms performing better in CSR are not incentivized by the government. 
 Fourth, while advanced nations have perceived noteworthy development in the investments 
considering CSR, shareholders in China are usually temporarily accommodated, with not much concern 
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for CSR. This negatively influences decision-making discernments of the prominence of CSR and the firms 
opt for it only after the basic ends are met. An opinion poll of 83 Chinese companies by Zu and Song 
(2009) discovered that CSR activities are circumvented by the financial power of companies in China 
(Jamali, 2008; Zu, 2009). Due to the supervisory costs and investors’ effect in China, firms will potentially 
deliberate profitability while determining the level and quality of CSR disclosure. Thus, the incentive and 
motivation to disseminate CSR disclosure to the investors in China stems from the better performance of 
the firms. Given the voluntary CSR disclosure environment, the choice of whether to issue CSR disclosure 
or not is at the disposal of the firm, which goes for it only after addressing its financial concerns. Based 
on the above arguments we synthesize our second hypothesis as follows.   
 

Hypothesis (H2): firms with better financial performance exhibit better quality of CSR disclosure than firms with poor 
financial performance. 

5.2.3. Moderating role of State-Owned Enterprises 

We also investigate whether SOEs influence the connection between financial performance and the quality 
of CSR disclosure. In China, almost 60 percent of the registered firms are SOEs, providing a unique 
institutional atmosphere to the country. Van der Laan Smith et al. (2005) recommend that changes in 
shareholding design across states can influence investor–firm connections and impact the degree of CSR 
disclosure (Li, 2010; Van der Laan Smith, 2005). We theorize that state-holdings debilitate the connection 
between business performance and CSR disclosure for the subsequent three explanations. First, when a 
majority of shares are owned by the state, there arises a contrast in aims between the government and 
private investors. For instance, it potentially augments societal development at the cost of investors’ equity, 
as SOEs’ objectives contain financial and societal goals simultaneously and executives might end in a non-
optimal triage among the two.  

Second, compared with non-SOEs, SOEs receive economic and political help from the government 
(Bonardi et al., 2005; Brandt, 2003). Aharony et al. (2000) report that the regulators treat SOEs differently 
on political grounds, leveraging more financial benefits to them as compared with the non-SOEs (Wang, 
2008). Moreover, when in distress, SOEs are more likely to be rescued (Wang et al. 2008). Due to the 
administrative support, CEOs of SOEs are inclined to their authorized position and are thus more likely 
to reveal their CSR activities while being inattentive to profit maximization. Third, the state regularly 
surveys SOEs’ supervisors, and their business financial performance may be influenced by their political 
body. The Assets Supervision and Administration Commission (SASAC) has devised strategy rules for the 
assessment of directors, containing non-monitory methods in the shape of ecological and protection 
measures. In short, SOEs and non-SOEs prioritize different inducements to achieve societal accountability 
programs that advantage the public. We formulate our third hypothesis as follows. 
 
Hypothesis (H3): SOEs moderates the relationship between CEO duality and CSR disclosure. 
 

Hypothesis (H4): SOEs moderates the relation between CSR disclosure and financial performance. 

 

5.3. Data, Measurement, and Research Methodology 

5.3.1. Sample 
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For this study, the employed data were collected from A-grade-listed firms of Shanghai and Shenzhen 
Stock Exchanges, China. Our database includes all CSR reports issued by approximately 1600 publicly 
listed Chinese firms between 2014 and 2019 from the business firm’s records and websites, with 3289 
observations. We compiled the information about the CSR data subset from Chinese stock exchanges and 
the firms’ annual reports, along with other relevant data subsets from China Stock Market and Accounting 
Research (CSMAR) database. CSMAR is a wide-ranging research database, having a focus on the Chinese 
economy. 

 
5.3.2. Corporate Social Responsibility (CSR) Disclosure   

In this study, CSR disclosure is the dependent variable. The information has been gathered from the 
CSMAR data set to quantify corporate social responsibility disclosure. We built up the quality of the CSR 
disclosure from the items reported in the firms’ disclosures by utilizing a dichotomous strategy, assigning 
1 if an item was reported and 0 if it was not (F. Rauf, Cosmina L. Voinea, Nadine Roijakkers, Khwaja 
Naveed, Hammad Bin Azam Hashmi, and Tayyaba Rani 2021; Rauf, 2020; Sial, 2018; Tschopp, 2015). 
The complete-scale of CSR disclosure is shown in Table 5.1 below. 

Table 5.1: Index List of Quality of CSR Disclosure 

S. No Corporate Social Responsibility Disclosure Items Scale 

(1). 

(2). 

(3). 

(4). 

(5). 

(6). 

(7). 

(8). 

(9). 

(10). 

(11). 

Compliance with GRI sustainability disclosure guideline or not 

Including shortages of firm's or not 

Including protection of shareholder interests or not 

Including secure production or not 

Including protection of creditor interests or not 

Including social responsibility system construction and improvement or not 

Including protection of employee interests or not 

Including social & public welfare & public relations or not 

Including protection of supplier interests or not 

Including protection of consumers & interests of clients or not 

Including sustainability & environment or not 

1.0 

1.0 

1.0 

1.0 

1.0 

1.0 

1.0 

1.0 

1.0 

1.0 

1.0 

 

The quality of CSR disclosure is calculated through the Equation: ∑ 𝑥𝑥
𝑛𝑛 × 1001

𝑛𝑛 . If an item is reported X 
carries 1 and 0 otherwise. N represents the total number of items. 

 
5.3.3. Chief Executive Officer (CEO) Duality 

In this research, we utilized chief executive officer (CEO) duality as our essential driving independent 
variable to investigate the CEO duality influence on CSR disclosure, also stated to be the business 
organization’s leadership pattern. CEO duality was calculated by utilizing dummy values. If the CEO was 
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also assumed as the chairperson of the board of directors, 1 was reported; otherwise, 0 was reported 
(Alabdullah et al., 2019; Berg & Smith, 1978; Giannarakis, 2014).  

 
5.3.4. Financial Performance (FP)  

In this study, financial performance is an independent variable. From the recent literature, it is evident that 
market-based measures, such as Tobin’s Q, are used extensively (Kang, 2007). In the case of Chinese 
companies, it may not be an appropriate measure for financial performance (FP). The accounting-based 
measures are more likely to be consistent and stable, thus return on assets (ROA) is utilized in this study 
(Cosh, 1995). Some studies have also used the accounting measure of return on equity (ROE) for 
measuring firm performance as an additional indicator or robustness check, so we also used it in the 
robustness check.    

5.3.5. Moderating Role of State-Owned Enterprises (SOEs) 

We considered the state-owned enterprises (SOEs) as a dummy variable for corporate ownership (Batten, 
2009; Chen et al., 2020; Vo, 2020). In this case, if the shareholding is solely controlled by the government, 
then the SOEs variable is equal to 1; otherwise, 0. Although these SOEs are classified entities, the 
government’s ownership is not always 100%. 
 

5.3.6. Estimating Model  

We applied the ordinary least squares (OLS) as our regression tool. Equation (1) estimates the impact of 
CEO duality along with the controls on CSR disclosure. The impact of financial performance on the 
quality of CSR disclosure is assessed through Equation (2). We additionally tested the moderating role of 
SOEs in CSR disclosure through Equation (3).  

𝐶𝐶𝐶𝐶𝐶𝐶 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) = 𝑎𝑎 + 𝛽𝛽1𝐶𝐶𝐶𝐶𝐶𝐶 𝑑𝑑𝐷𝐷𝑎𝑎𝐷𝐷𝐷𝐷𝑑𝑑𝑑𝑑 + ∑ 𝛽𝛽𝑛𝑛𝐷𝐷𝐷𝐷𝑐𝑐𝑑𝑑𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) + ℇ(𝑖𝑖,𝑡𝑡) … … … … . … … … . .
𝑁𝑁

𝑖𝑖=1
(1) 

𝐶𝐶𝐶𝐶𝐶𝐶 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) = 𝑎𝑎 + 𝛽𝛽2𝐹𝐹𝐹𝐹 + ∑ 𝛽𝛽𝑛𝑛𝐷𝐷𝐷𝐷𝑐𝑐𝑑𝑑𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) + ℇ(𝑖𝑖,𝑡𝑡) … … … … … . … … … … … … . .
𝑁𝑁

𝑖𝑖=1
(2) 

𝐶𝐶𝐶𝐶𝐶𝐶 𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) = 𝑎𝑎 + 𝛽𝛽3𝐶𝐶𝐶𝐶𝐶𝐶 𝑑𝑑𝐷𝐷𝑎𝑎𝐷𝐷𝐷𝐷𝑑𝑑𝑑𝑑 (𝐹𝐹𝐹𝐹) + 𝛽𝛽4𝐶𝐶𝐶𝐶𝐶𝐶𝐷𝐷 + 𝛽𝛽5𝐶𝐶𝐶𝐶𝐶𝐶 𝑑𝑑𝐷𝐷𝑎𝑎𝐷𝐷𝐷𝐷𝑑𝑑𝑑𝑑 (𝐹𝐹𝐹𝐹)  ∗ 𝐶𝐶𝐶𝐶𝐶𝐶𝐷𝐷 + ∑ 𝛽𝛽𝑛𝑛𝐷𝐷𝐷𝐷𝑐𝑐𝑑𝑑𝐷𝐷𝐷𝐷𝐷𝐷𝐷𝐷(𝑖𝑖,𝑡𝑡) + ℇ(𝑖𝑖,𝑡𝑡)

𝑁𝑁

𝑖𝑖=1
. . (3) 

In the above model, the quality of CSR disclosure shows CSR information, which is used to quantify 
CSR disclosure, CEO duality, financial performance (FP), and state-owned enterprises (SOEs). Control 
variables include firm age (FA), board size (BS), independent director (ID), the book to market ratio 
(BTMA), board meeting (BM), financial leverage (FL), firm growth (FG), and allocation to different 
factors, considered in this investigation to assess their impact. 

 
5.3.7. Control Variable 

This study also defines several business firms features as control variables to check their quality of CSR 
disclosure effect, including firm size (FS) (Rauf et al., 2020 (Ettredge, 2002), firm age (Cumming, 2016; F. 
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Rauf, Cosmina L. Voinea, Khwaja Naveed, and Cosmin Fratostiteanu, 2021), board size (Chong et al., 
2018), independent directors (Yu, 2018), Book to mark ration (BTMA) (Rauf, 2020; Sial, 2018), board 
Review (Chen & Keefe, 2020), financial leverage (Dalci, 2018; Naveed, 2021) and firm growth (Lei, 2019). 
For more details, see Table 5.2. 

Table 5.2: Variable's Descriptions 
Variables Abbreviation Description 

Corporate Social 
Responsibility 
Disclosure  

CSR 
Disclosure  

CSR disclosure Index formed by Corporate Social 
Responsibility disclosure’s compliance with the GRI 
standards. 

Chief Executive 
Officer Duality 

CEO duality A dummy variable concerning Chief Executive Officer 
duality. Its value is equivalent to one of the CEO is 
functioning as an executive and 0 otherwise. 

Financial Performance 
(ROA) 

FP (ROA) Financial performance measured via ROA (Returns on 
Assets) The ratio of total profit and percentage of Assets. 

Financial Performance 
(ROE) 

FP (ROE) Financial performance measured via ROE (Returns on 
Equity) The ratio of total profit and percentage of equity. 

State-Owned 
Enterprises 

SOEs It is a Dummy variable that is equal to 1 in case the firm is an 
affiliate with the central government and otherwise 0. 

Firm Size FS Natural log of total revenue 

Firm Age FA The number of years since the firm has been listed.  

Board Size BS Total number of directors on board 

Independent Director ID The number of independent directors on board 

Book To Market Ratio BTMA Variable concerning the book value over the market value of 
the shareholder's capital. 

Firm Growth FG The measure of the increase or decrease in total assets. 

Board Review BR A number of meetings in a year. 

Financial Leverage FL It is the proportion of debt of an association to its assets. 

Year and industry YI The business dummies are remembered for all regressions to 
control for the impacts of year and explicit firm. 
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5.4. Descriptive Statistics  

Descriptive statistics are reported in Table 5.3. The outcomes indicate that the CSR disclosure mean is 
5.835, with a standard deviation (SD) of 2.467. This demonstrates that on average, Chinese firms 
accomplish a score of 5.835 on the composite CSR information with the highest rating of 8.00. The average 
firm board size is 9.442, among which 3.485 have independent directors. According to the China Securities 
Regulatory Commission (CSRC), the board of directors must comprise 33% independent directors, and 
the results coincide with the quota.  

5.4.1. Correlation Matrix  

Table 5.3 shows the correlation matrix among variables. The relationship between the quality of CSR 
disclosure and CEO duality is 0.033 and is adversely negatively significant. The connection between firms’ 
financial performance, SOEs, and CSR disclosure is also significant and positive. The outcomes are in 
accordance with the earlier studies and the mean-variance inflation factors (VIFs) is 1.89. The detailed results 
are illustrated in Table 5.3. 
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Table 5.3: Descriptive Statistics and Correlation Matrix 
Variables Mean SD Min Max (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) VIF 1/ VIF 

CSR Disclosure   5.835 2.467 1.000 8.000 1.000                

CEO Duality 0.033 0.456 0.000 1.000 -0.07* 1.000             1.05 0.954960 

FP (ROA) 8.707 12.032 0.000 37.378 0.01* 0.02* 1.000            1.40 0.716485 

FP (ROE) 1.283 0.2344 0.000 27.642 0.07* 0.05* 0.07* 1.000           1.89 0.529608 

SOEs 18.554 22.541 0.000 89.09 0.18 * 0.08* 0.04* 0.02* 1.000          1.09 0.914932 

FS 23.217 1.743 18.65 30.814 -0.02* -0.11* 0.58* 0.00 -0.03 1.000         1.12 0.895010 

FA 2.646 0.445 0.000 3.891 0.08* -0.02* -0.01* 0.05* 0.02* 0.01* 1.000        1.17 0.856601 

BS 9.442 2.266 4.000 22.000 -0.02* -0.13* 0.21* -0.00 0.23* 0.03* 0.02* 1.000       1.80 0.554060 

ID 3.485 0.830 1.000 8.000 -0.02* -0.08* 0.29* -0.00 0.30* -0.03* 0.77* -0.27* 1.000      1.16 0.832014 

BTMA 1.236 1.191 0.033 10.328 -0.02* -0.12* 0.41* -0.02* 0.58* 0.02* 0.09* 0.15* 0.13 1.000     1.42 0.716543 

FG 0.155 0.316 -0.828 10.888 -0.05* 0.09* -0.04* -0.14* -0.00 -0.04* -0.02* -0.01* -0.04* -0.01* 1.000    1.08 0.529783 

BR 10.354 4.873 1.000 57.00 -0.06* 0.00 0.17* -0.13* 0.19* 0.07* 0.00 0.04* 0.15* 0.11* 0.07* 1.000   1.87 0.518307 

FL 0.509 0.214 0.007 1.344 -0.01* -0.12* 0.29* -0.04* 0.51* 0.11* 0.11* 0.14* 0.57* -0.02* 0.21* 0.11* 1.000  1.39 0.623484 

FG 13.928 9.338 0 .000 28.624 -0.08* 0.01 0.17* -0.10* 0.25* -0.07* 0.06* 0.08* 0.11* 0.34* 0.10* 0.08* 0.10* 1.000 1.83 0.574064 

*Significance at the 10% level for a detailed description of the variable, see table 5.2. 
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5.4.2. Results  

OLS regression of the impact of CEO duality and financial performance on the quality of CSR disclosure and the 
moderating role of SOEs and control variable is shown in Table 5.4. Model 1 confirms the association between 
CEO duality and the quality of CSR disclosure. Through our results, we find that there is a significant and negative 
coefficient (t = −3.39, p < 0.001) of CEO duality, which suggests that CEO duality influences CSR disclosure 
accordingly, supporting hypothesis H1. This outcome is consistent with Michelon and Parbonetti (2012) and Said 
et al. (2009). In Model 2, we check the connection between financial performance and the quality of CSR disclosure. 
We find a positive and significant coefficient (t = 4.00, p < 0.000) of financial performance which suggests that 
financial performance affects the quality of CSR disclosure, in this way supporting hypothesis (H2). This is in 
accordance with previous studies (Garcia, 2018; Nelling, 2009; Salehi, 2018; Sial, 2018; Zu, 2009). 

By using Model 3, the moderation has been checked as being proposed in hypothesis H3. The results (see 
Table 5.4) suggest that CEO duality played a negative interaction role among SOEs in the quality of CSR disclosure 
(t = −2.19, p < 0.029). By applying model 4, we checked hypothesis H4, which indicates that SOEs have a central 
(positive) interaction role between FP and the quality of CSR disclosure (t = 4.89, p < 0.000) (Córdoba‐Pachón et 
al., 2014). Control variables mostly had an insignificant correlation with the quality of CSR disclosure, as shown 
in Table 5.4. 

Similarly, the coefficient of firm size, firm age, board size, and number of board meetings are negative and 
are statistically significant. This demonstrates the common observation of businesses with higher growth potential 
in terms of increased consideration for social responsibility (Asmar et al., 2018; Rauf, 2020; Yu, 2018). The values 
of the control variables are also in accordance with the previous studies.  
 
Table 5.4: Results of impact of CEO Duality and Financial Performance on CSR Disclosure, and Moderating 
Role of SOEs 

Variables Model 1 Model 2 Model 3 Model 4 

CEO Duality -0.417*** 
(-3.39) 

-------------- -0.604*** 
(-4.04) 

-------------- 

FP (ROA) -------------- 0.009*** 
(4.00) 

-------------- 0.084**  
(2.04) 

SOEs -------------- -------------- 0.069*** 
(19.75) 

0.067*** 
(19.65) 

CEO Duality * SOEs -------------- -------------- -0.200* 
(-2.19)  

------------- 

FP*SOEs -------------- -------------- ------------- 0.050*** 
(4.89) 

FS -0.236* 
(-2.85) 

-0.214* 
(-2.41) 

-0.206* 
(-2.83) 

-0.289* 
(-2.25) 

FA 0.416*** 
(3.57) 

0.436*** 
(3.73) 

0.426*** 
(3.66) 

0.314*** 
(2.88) 

BS -0.070* 
(-2.01) 

-0.065* 
(-1.98) 

-0.067* 
(-1.93) 

-0.057* 
(-1.77) 

ID 0.678*** 
(4.143) 

0.389***  
(3.561) 

0.787*** 
(2.953) 

0.788***  
(2.955) 

BTMA 0.019 
(0.36) 

0.054 
(0.97) 

0.045 
(0.80) 

0.050 
(0.96) 

BR -0.036*** 
(-3.94) 

-0.039*** 
(-4.17) 

-0.038*** 
(-4.12) 

-0.032*** 
(-4.43) 

FL -0.067 
(-0.23) 

0.194 
(0.64) 

0.143 
(0.47) 

0.187 
(0.66) 

FG -0.017*** 
(-2.81) 

-0.015* 
(-2.51) 

-0.015* 
(-2.50) 

-0.008 
(-1.45) 

Constant 5.736*** 
(6.04) 

5.054*** 
(5.24) 

5.328*** 
(5.51) 

5.200*** 
(5.76) 

YI Yes Yes Yes Yes 
R2 0.0373 0.0355 0.0387 0.1598 

Dependent variable: CSR Disclosure, *, **, ***, significant at 10%, 5%, and 1%, respectively. T-
statistics are reported in parentheses. For a detailed description of the variable, see Table 5.2. 
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5.4.3. Robustness Tests with Fixed and Random Effects. 

To check the robustness, we applied the fixed and random effects to the regressions. In contrast to OLS, 
where the intercepts are assumed to be the same, the time-based and individual-based entities are calculated with 
distinguished intercepts. As per the Levin et al. (2002) test, the panel data for the current study are stationary 
(Levin, 2002). The results of the Hausman test for the random effect models are reported at the ends of Table 
5.5, which indicate that the fixed effect is needed to ensure more robust results as compared with the random 
effect model. Similarly, to ensure further robustness, ROE has been used as an alternative measure of the financial 
performance of firms (Rothenberg, 2017). The results of fixed effects and random effects models 1–8 are reported 
in Table 5. In models 1 and 5, according to the results, CEO duality was found to have a significant negative effect 
on CSR disclosure (t= −5.76; p < 0.000); (t= −8.07; p < 0.001); thus, H1 is accepted. This finding is compatible 
with prior studies (Alabdullah et al., 2019; Fahad, 2020). In models 2 and 6, similarly, FP had a positive significant 
effect on the dependent variable (t = 6.38; p < 0.001); (t = 2.79; p < 0.000), implying that H2 is accepted. This 
result confirms the studies by Pham and Tran (2020) and Thuy et al. (2021). In addition, by using models 3 and 7, 
the same fixed effects and random effects revealed that there was a significant negative effect between the role of 
CEO duality interaction among SOEs and CSR disclosure (−3.28; p < 0.000); (−5.47; p < 0.002); hence, H3 is 
accepted, in line with (Chen and Keefe 2020). Finally, in models 4 and 8, SOEs have a significant (positive) 
interaction role between FP and the quality of CSR disclosure (t = 2.58, p < 0.000); (t = 3.87, p < 0.000); thus, H4 
is accepted. This result confirms several studies in the prior literature (Jain, 2017). Table 5.5 depicts that the results 
of the random effect and fixed effect models have no drastic difference as compared to the OLS regression, 
therefore confirming the robustness of the study. 
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Table 5.5: Results of impact of CEO Duality and Financial Performance (ROE) on CSR Disclosure, and 
Moderating role of SOEs (Panel data analysis with Fixed Effects and Random Effects Robustness Test) 

 Fixed Effects Random Effects 
Variables Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 
CSR disclosure CEO 

Duality 
FP (ROE) CEO Duality 

*SOEs 
FP(ROE)*S
OEs 

CEO 
Duality 

FP (ROE) CEO 
Duality 
*SOEs 

FP(ROE)*S
OEs 

CEO Duality −5.199*** 
(−5.76) 

----------- −6.792*** 
(−6.14) 

---------- -0.034*** 
(-8.07) 

---------- -0.024*** 
(-3.85) 

---------- 

FP (ROE) --------- 0.455*** 
(6.38) 

----------- 1.437*** 
(2.49) 

----------- 1.112*** 
(2.79) 

---------- 1.013*** 
(2.90) 

SOEs --------- ----------- 3.513*** 
(5.36) 

5.591*** 
(3.60) 

---------- ----------- 0.218***  
(3.12) 

0.063*** 
(19.60) 

CEO Duality *SOEs --------- ----------- -0.014*** 
(-3.28) 

---------- ---------- ---------- -0.058***  
(-5.47) 

---------- 

FP *SOEs --------- --------- --------- 1.495*** 
(2.58) 

--------- --------- --------- 0.294*** 
(3.87) 

FS -0.016 
(-0.38) 

-0.199* 
(-2.20) 

-0.193* 
(-2.14) 

-0.193*** 
(-2.14) 

-0.019  
(-0.43) 

-0.321*** 
(-3.23) 

-0.301*** 
(-3.04)  

-0.128 
(-1.51) 

FA 0.422*** 
(3.48) 

0.443*** 
(3.64) 

0.436*** 
(3.59) 

0.436*** 
(3.59) 

0.419*** 
(3.46)  

0.452*** 
(3.73) 

0.441*** 
(3.63)  

0.330*** 
(2.90)   

BS -0.061* 
(-1.74) 

-0.046 
(-1.32) 

-0.059* 
(-1.67) 

-0.059* 
(-1.67) 

-0.068 
(-1.92) 

-0.045 
(-1.28) 

-0.064* 
(-1.80) 

-0.043 
(-1.30) 

ID 0.784*** 
(2.951) 

0.476*** 
(3.871) 

0.453*** 
(3.631) 

0.426*** 
(3.843) 

0.471*** 
(3.251) 

0.514*** 
(3.572) 

0.623*** 
(3.686) 

0.627***  
(3.684) 

BTMA -0.000 
(-0.01) 

0.034 
(0.62) 

0.026 
(0.47) 

0.026 
(0.47) 

-0.004 
(-0.07)                                        

0.053 
(0.94) 

 0 .038 
(0.68)  

0.042 
(0.80) 

BM -0.035*** 
(-3.79) 

-0.037*** 
(-4.02) 

-0.037*** 
(-3.97) 

-0.037*** 
(-3.97) 

-0.035*** 
(-3.77) 

-0.039*** 
(-4.16) 

-0.038*** 
(-4.07) 

-0.012 
(-1.42) 

FL 0.027 
(0.09) 

0.291*** 
(0.94) 

0.243 
(0.78) 

0.243 
(0.78) 

0.008 
(0.03) 

0.440 
(1.40) 

0.356 
(1.13) 

0.331 
(1.13) 

FG -0.017** 
(-2.76) 

-0.015* 
(-2.45) 

-0.015 
(-2.43) 

-0.015 
(-2.43) 

-0.017** 
(-2.75) 

-0.014* 
(-2.24) 

-0.013* 
(-2.22) 

-0.008 
(-1.51) 

Constant 5.960*** 
(6.16) 

5.277*** 
(5.37) 

5.533*** 
(5.61) 

5.533*** 
(16.70) 

6.085*** 
(6.28) 

4.986*** 
(5.06) 

5.392*** 
(5.42) 

5.392*** 
(5.79) 

YI Included Included Included Included Included Included Included Included 
R2 or Pseudo R2 20.64% 20.97% 17.86% 20.73% 0.0305 0.0292 0.0315 0.1512 
Hausman test  (Chi2) --------- --------- --------- --------- 10.79*** 

(0.0045) 
10.87***  
(0.0056) 

10.93***  
(0.0059) 

10.98*** 
(0.0062) 

Dependent variables: CSR Disclosure, *, **, ***, significant at 10%, 5%, and 1%, respectively. T-statistics are 
reported in parentheses. For a detailed description of the variable, see Table 5.2. 
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5.4.4. Endogeneity Control  

To manage the endogeneity issue, we used two distinct models. Initially, we used one-year lagged CEO duality, financial 
performance and the quality of CSR disclosure, and the moderating role of SOEs in Table 6 because the firm’s 
efficiency required time before they affected CSR disclosure results. Sets 1, 2, 3, and 4 of Table 6 show the lagged 
measures’ outcomes.  

The results of one-year lagged and 2SLS models 1–8 are reported in Table 5.6. The coefficient of CEO duality 
remains negatively significant in models 1 and 5 (t = −3.15 p< 0.001); (t = −3.13 p < 0.000). Thus, H1 is accepted. 
This finding is compatible with prior studies (Alabdullah et al., 2019; Fahad, 2020). The coefficient of FP remains 
positively significant in models 2 and 6 (t = 5.65 p < 0.000); (t = 5.67 p < 0.000), implying that H2 is accepted. This 
result confirms those of the studies by Pham and Tran (2020) and Thuy et al. (2021). The coefficient of interaction 
term (CEO duality × SOEs) remains negative and significant in models 3 and 7 (t = −2.23 p < 0.000); (t = −3.16 p < 
0.005), implying that H3 is accepted. This result confirms those of the studies by (Chen & Keefe, 2020). The coefficient 
of moderation role FP (ROA) × SOEs remains positive and significant in models 4 and 8 (t = 3.05 p < 0.000); (t = 
5.48 p < 0.005); thus, H4 is accepted. This result confirms several studies in the prior literature (Jain, 2017; Wang, 
2016). 

According to Table 5.6, the lagged proportions of CEO duality, financial performance, CSR disclosure, and the 
moderating role of SOEs variable are constant with our preliminary results. Second, the endogeneity problem has been 
addressed through the use of two-stage least squares (2SLS). The instrumental variable in this regard is a one-year 
lagged firm efficiency. We also used the average of the firm’s CEO duality, financial performance, CSR disclosure, and 
SOEs’ moderating role as instrumental variables. The results are shown in Table 5.6 and the findings are in accordance 
with our main results. 

 
Table 5.6: Results of impact of CEO Duality and Financial Performance (ROE) on CSR Disclosure, and 

Moderating role of SOEs (Robustness -Two-Stage Least Square (2SLS) 
 Lagged Measure 2SLS 
Variables Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 
CSR disclosure CEO 

Duality 
FP (ROE) CEO Duality 

*SOEs 
FP(ROE)*S
OEs 

CEO 
Duality 

FP 
(ROE) 

CEO 
Duality 
*SOEs 

FP(ROE)*S
OEs 

CEO Duality -0.394*** 
(-3.15)  

----------- -0.588*** 
(-3.86) 

---------- -0.601*** 
(-3.13)  

---------- -0.900*** 
(-4.26) 

---------- 

FP (ROE) --------- 1.305*** 
(5.65) 

----------- 2.588*** 
(3.86) 

----------- 1.363*** 
(5.67) 

---------- 2.784*** 
(3.93) 

SOEs --------- ----------- 0.068*** 
(19.73) 

0.064*** 
(19.62) 

---------- ----------- 0.067*** 
(19.72) 

0.063*** 
(19.60) 

CEO Duality *SOEs --------- ----------- -0.207*** 
(-2.23)  

---------- ---------- ---------- -0.332** 
( -3.16) 

---------- 

FP *SOEs --------- ---------- ---------- -0.381*** 
(-3.05) 

---------- ---------- ---------- 0.085*** 
(5.48) 

FS -0.016 
(-0.38) 

-0.199* 
(-2.20) 

-0.193* 
(-2.14) 

-0.193*** 
(-2.14) 

-0.019  
(-0.43) 

-0.321*** 
(-3.23) 

-0.301*** 
(-3.04)  

-0.128 
(-1.51) 

FA 0.422*** 
(3.48) 

0.443*** 
(3.64) 

0.436*** 
(3.59) 

0.436*** 
(3.59) 

0.419*** 
(3.46)  

0.452*** 
(3.73) 

0.441*** 
(3.63) 

0.330*** 
(2.90)   

BS -0.061* 
(-1.74) 

-0.046 
(-1.32) 

-0.059* 
(-1.67) 

-0.059* 
(-1.67) 

-0.068 
(-1.92) 

-0.045 
(-1.28) 

-0.064* 
(-1.80) 

-0.043 
(-1.30) 

ID 0.784*** 
(2.951) 

0.476*** 
(3.871) 

0.453*** 
(3.631) 

0.426*** 
(3.843) 

0.471*** 
(3.251) 

0.514*** 
(3.572) 

0.623*** 
(3.686) 

0.627*** 
(3.684) 

BTMA -0.000 
(-0.01) 

0.034 
(0.62) 

0.026 
(0.47) 

0.026 
(0.47) 

-0.004 
(-0.07) 

0.053 
(0.94) 

 0 .038 
(0.68)  

0.042 
(0.80) 

BM -0.035*** 
(-3.79) 

-0.037*** 
(-4.02) 

-0.037*** 
(-3.97) 

-0.037*** 
(-3.97) 

-0.035*** 
(-3.77) 

-0.039*** 
(-4.16) 

-0.038*** 
(-4.07) 

-0.012 
(-1.42) 

FL 0.027 
(0.09) 

0.291*** 
(0.94) 

0.243 
(0.78) 

0.243 
(0.78) 

0.008 
(0.03) 

0.440 
(1.40) 

0.356 
(1.13) 

0.331 
(1.13) 

FG -0.017** 
(-2.76) 

-0.015* 
(-2.45) 

-0.015 
(-2.43) 

-0.015 
(-2.43) 

-0.017** 
(-2.75) 

-0.014* 
(-2.24) 

-0.013* 
(-2.22)   

-0.008 
(-1.51) 

YI Included Included Included Included Included Included Included Included 
Constant 5.960*** 5.277*** 5.533*** 5.533*** 6.085*** 4.986*** 5.392*** 5.392*** 
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5.5. Conclusion and Policy Implications 

This research analyzed the outcomes of CEO duality and financial performance on the quality of CSR disclosure and 
the moderating role of state ownership in China. The study’s findings show a negative relationship between CEO 
duality and CSR disclosure. Even though Chinese regulators have attempted to promote CSR procedures, a low success 
rate prevails (Lu, 2009). The results of this study sustain the inference of agency theory regarding CEO duality. CEO 
duality is a double-edged blade metaphorically (Finkelstein, 1994). Even if it can reinforce the central command role, 
this dominant figure can negatively affect the firm. It can hinder the board’s monitoring function as the power is 
intensely centralized. The CEO will maintain control, so accountability will be placed at risk, causing a limitation of 
good corporate governance. 

 Consequently, the shareholders lose confidence in the firm’s management as the CEO duality merger 
drastically reduces CEO liability towards the stakeholders. The China Securities Regulatory Commission (CSRC) 
decided to recommend separating the two top management roles, as CEO duality costs outweighed the benefits. While 
many corporate governance characteristics justify an organization’s propensity to report CSR efficiently, this analysis 
focuses on the CEO’s duality. Further research may provide better insights, especially when board independence and 
monitoring procedures are contingent upon independent directors.  

Based on stakeholder management perceptions in China, we examined stakeholder characteristics and speculated 
that shareholders’ predominance governs Chinese companies’ judgement in regard to report CSR operations. Firm 
success showed a positive impact on CSR transparency. Our findings also indicate that organizations are interested in 
the disclosure of their CSR operations, and their level of CSR disclosure is higher when they perform well. State 
ownership has a regulatory influence on the relationship between CEO duality, company success, and CSR disclosure. 
The relationship between the company’s success and the possibility of CSR disclosure and its quality is stronger among 
NSOEs than SOEs. 
 
5.5.1. Limitations and Future Research 

The foremost limitation of the study is its emphasis on the general index of CSR. There should be a more thorough 
review of various aspects of CSR and its impacts on stakeholders. The relevant quality measures of CSR disclosure, 
such as environmental and recycling disclosure, disclosure on the protection of the interests of staff and customers, 
and other CSR tools (word limit, content review, phrases, passages, etc.) can also be used in future research. Second, 
the CEO may wear three crowns. The third crown (position) is acting as the communist party secretary, and it can be 
worked out whether this promotes or obstructs the financial and non-financial performances of firms. 

To assess the firm’s financial performance, this analysis is limited to financial performance metrics, such as ROA. 
Additional business success metrics, i.e., Tobin’s Q, the market value of total assets divided by asset value, should be 
included in a potential analysis.  

(6.16) (5.37) (5.61) (16.70) (6.28) (5.06) (5.42) (5.79) 
R2  0.0313 0.0300 0.0328 0.0276 0.0305 0.0292 0.0315 0.1512 

Dependent variables: CSR Disclosure, *, **, ***, significant at 10%, 5%, and 1%, respectively. T-statistics are 
reported in parentheses. For a detailed description of the variable, see Table 5.2. 



 

78 

 

CHAPTER 6:  
 
Conclusions, Limitations, and Future Research 

6.1. Conclusions  
Throughout this thesis, I analysed two important corporate variables, namely political embeddedness and the 
quality of CSR disclosure in the perspective of different firm level and executive level traits. This thesis implies 
different impacts of firm level and executives’ traits in different institutional factors. 
 This study examines the political embeddedness on CSR reporting in publicly traded companies (A-listed) in 
China. As discussed above, an extensive amount of literature has been found on CSR reporting, but very few have 
examined the political effects of CSR reporting. Hence, our study offers insights into disclosure practices in a 
Chinese business environment where political references are deeply embedded in the business in light of traditional 
perspectives. 
 From the last many years, Chines companies have made many accomplishments regarding CSR reporting. 
For example, several Chinese companies had aimed to provide ecological reporting to the audience since 2003 
when they began voluntary reporting. The public and local environmental protection bureaus are expected to 
participate in such a reporting process. Then in 2006, a voluntary guideline of CSR reporting was issued to further 
the reporting drive.   
 Legislators play an essential role in CSR in the current era since they help put laws, regulations, and guidelines 
for voluntary CSR reporting issued by legislatures and the central government. In the case of China, the 11th Five-
Year Plan as a national policy has been initiated to achieve sustainable development.  
 CSR is a crucial factor in achieving sustainable development, as highlighted by the central government, and 
there has been much challenging legislation regarding that. Several companies (in 2017, near 80000 factories) 
responsible for pollutants have been shut down or charged with criminal offences due to such regulations. Hence, 
to do business, compliance with the State Environmental Protection Agency (SEPA) is mandatory. According to 
(SEPA 2006-g), the balance of high income and low income between developed and underdeveloped regions is a 
significant challenge addressed. Measures relating to labour law and ethical working conditions, and minimum 
wage laws have been adopted by the government. 
 A lot of environmental and social legislation governs Chinese financial institutions. A company's image is 
considered a crucial factor during credit assessment by local commercial banks. National commercial banks such 
as the Industrial and Commercial Bank of China (ICBC) constantly update their policies and regulations. The 
companies involved in high pollution, energy consumption, and low efficiency in using natural resources have 
faced limited loan and economic opportunities as they fail to comply with national commercial banks' sustainable 
development policies. The latest policy reassessment and change might push Chinese commercial banks towards 
socially responsible investment and environmental risk assessments. 
 In China, CSR is an essential factor in enhancing the company’s image, establishing public relations with other 
companies, and benefitting the local community and financial institutions. Based on the concept of sustainable 
development, the Central Government's vision for the 21st century aims to strike a balance between economic, 
environmental, and social development. (China Agenda,). Pioneering Chinese companies have adopted CSR to 
tackle the challenge of sustainable development. Additionally, sustainable development is the fundamental goal of 
Chinese companies to tackle environmental and social challenges. Several companies have already started 
publishing their CSR reports towards achieving sustainable development. 
 This thesis brings CSR reporting into the main focus. The “harmonious society” 31 is China's future economic 
development goal, proposed by the central government in the 11th Five-Year Plan. On this note, the interesting 
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future research would be investigating the implementation of CSR in day-to-day operations and its enforcement. 
These are the questions that Chinese companies and lawmakers are currently asking. 
 In this regard we have investigated the influence of executive characteristics on CSR disclosure. There has 
been a growing interest in how particular corporate governance constructs can influence a firm's social 
performance in recent years. Based on the upper echelons' perception, we discussed that executive characteristics 
(i.e., Political Embeddedness, Executive turnover, and Independent director and CEO duality) affect CSR 
disclosure. The characteristics of executives and CSR disclosure can influence an organization's outcomes. While 
previous research has focused on the influences of CSR disclosure (e.g., ownership structure, independent 
directors, board of directors, resource base, etc.), a few studies take looked into the role of executive characteristics 
(Manner, 2010; Oh et al., 2016; F. Rauf, Cosmina L. Voinea, Khwaja Naveed, and Cosmin Fratostiteanu, 2021; F. 
Rauf, Cosmina L. Voinea, Nadine Roijakkers, Khwaja Naveed, Hammad Bin Azam Hashmi, and Tayyaba Rani 
2021). 
 According to the thesis findings, CSR disclosure is another strategic issue in which the features of the most 
senior executive could be used to expect firm consequences. In our study pertaining to Political Embeddedness 
and Resource Base, we investigated the impact of political embeddedness and resource base on the quality of CSR 
disclosure in China. In our research, we demonstrate that companies with high political embeddedness report 
have lower CSR quality, indicating a negative correlation between political embeddedness and CSR disclosure 
(Chen et al., 2019; Li et al., 2019). Businesses with better government stakes pay more attention to their financial 
performance and rely heavily on the state to make significant decisions (Chen et al., 2019; Seifert et al., 2004). Our 
results support the notion that firms with elevated levels of resource base perform better in terms of social 
performance, owing to the rightful and interpretive impact of government entities at the government level. On 
the other side, as the resource base declines, companies' preferences shift away from social goals and toward 
financial goals (Khan et al., 2019). Additional results strongly suggest a high number of CSR disclosures if firms 
highlight political embeddedness and large companies with multiple elements of political embeddedness endeavor 
a company's essential options. Our research found that, at the central level of firms, political embeddedness and 
state ownership with connections to politics are critical to enhancing the chances of disclosure since there are 
more possibilities for CSR disclosure. 

Moreover, firms owned by the state or central government must reach the necessary standards of quality 
reporting on CSR as required by state law and society. This is indeed the primary reason for firms at both the 
national and local levels to integrate more CSR practices to improve the quality of CSR disclosure. In that respect, 
the study's findings are similar to the concept of political legitimacy, which suggests that the value of CSR practices 
is enhanced by policymakers' support of CSR practices. More importantly, various sorts and stages of dependence 
on government assistance make firms more vulnerable to external types of political pressures, which subsequently 
affect CSR activities. Policymakers influence CSR strategies through ownership (direct influence) or political 
embeddedness with executives (informal influence). We conclude that state ownership and political connections 
significantly influence CSR practices (Ehrnström‐Fuentes, 2016; Hung et al., 2012; Voinea & van Kranenburg, 
2018). 

As a result, political embeddedness impacts the trade-off, with company budget implementation indicating 
potential costs, weakening the credibility of government-induced CSR practices. Effectiveness and potency 
indicators must be considered for an overall assessment of officially recognized policies, such as policy propagation 
linked to CSR practices. We must also acknowledge the efficiency effects that argue that regulator intervention 
has a consequence. Second, this research found a significant positive relationship between resource base and CSR 
disclosure quality, implying that the direct or indirect availability of resources is critical in assessing the company's 
objectives. 

Additionally, as part of the firm's resource-based perspective, good performance could result in the availability 
of the resources necessary to launch CSR strategies, providing firms with additional opportunities to become 
involved in the CSR movement (Surroca et al., 2010). Leading to a shortage of financial resources, firms may end 
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up with proper regulations and stipulated responsibilities that they can support in preparation due to the 
exhaustion of investor force. 

The efficiency of CSR disclosure is revealed to be inadequate for a variety of reasons. One of the most 
common reasons cited in previous studies is executive turnover. It was investigated in terms of its explanatory 
relationships with various antecedents and impacts for informal and involuntary turnover but are not restricted to 
large external shareholders, the impact of weak performance, state ownership, and incumbent power. Despite this, 
few studies have looked into the possible negative impact of political embeddedness and executive turnover on 
CSR attributes in tandem with the departure executive's shareholding status. The inconsistency of executive power 
raises genuine concerns about the usefulness of CSR disclosure; thus, exploratory studies into this relationship 
have been performed in this research. 

The quality of CSR disclosure in Chinese listed companies is being investigated here for the dual impact of 
executive turnover. The study contributed to the discussion of the quality of CSR disclosure, especially by 
connecting a firm's political embeddedness and executive turnover at the same time with the quality of CSR 
disclosure because when revealing the interrelations of these occurrences under the consequences of the due to 
leave executive's shareholding situation. In conjunction with agency and upper echelon theories, this improves the 
proposition of stakeholder theory. From these viewpoints, the studies introduced here play an important role in 
the stakeholder theory of CSR in aspects of comprehending the underlying principles of exiting executive behavior 
in political embeddedness companies noteworthy to their shareholding status. This is due to the stimulation of an 
already resolved (in the shape of the elected executive) agency problem amongst the other stakeholders due to 
executive turnover in political embeddedness, which negatively affects the quality of CSR disclosure when a person 
possesses a more significant shareholding.  

In addition, we examined whether political embeddedness (if the executive worked for the state) affected the 
quality of CSR disclosure. As previously discussed in the context of political legitimacy theory and the control-
oriented perception, this concept serves as a proxy for government regulation and pressure. While it has been 
mentioned in previous studies that the possibility of releasing CSR disclosure is higher for politically embedded 
companies than for non-connected firms, the quality of CSR disclosure has been neglected at the line. 

The findings of this research add to political legitimacy theory by implementing the influence of regulatory 
relief, which relates to the severity of the quality of CSR disclosure. The ability of various political pressures to 
challenge a firm, whereas exhilarating it with over-reliance on support from the state, is noteworthy and has 
significant ramifications in aspects of the quality of CSR disclosure. The quality of a firm's CSR disclosure and 
practices Nevertheless, our findings show that political embeddedness and executive turnover are significantly 
negatively correlated to CSR disclosure quality in China. It implies that, while contemplating political legitimacy 
theory, agency theory demonstrates the trade-off of good performance with firm performance on behalf of 
potential costs, denying state CSR policies that are "one size fits all." At a high level, the research suggests that in 
a context with (factor influence of controller), extra measures for performance and efficiency are required to 
ensure a comprehensive evaluation of state policy initiatives, such as not restricted to CSR strategies and their 
quality. 

The results have significant implications for decision-makers, research scientists, shareholders, and other key 
stakeholders. First and probably most important, suggest the executive's role in political embeddedness. Chinese 
firms' ability to identify socially constructed and gradual initiatives are more considerable in China than in advanced 
economies; consequently, their effectiveness and shareholding status should be considered to maintain the quality 
of CSR disclosure. Various policies are required for companies of multiple permutations of the characteristics, as 
mentioned earlier. It is possible to conclude that the indirect impact of policymakers through the political 
embeddedness of executives impacts the quality of CSR disclosure due to their turnover and praised ownership. 
As a result, we conclude that political embeddedness and ownership of departure executives deteriorate CSR 
disclosure quality in political embeddedness enterprises in China and similar financial systems. 
 In this research, the relationship between executive turnover and the quality of CSR disclosure is also 
examined with the moderation effect of the political embeddedness of the exiting executives. In this respect, the 
quality of CSR disclosure was explored for the impact of post executive turnover replacement in the listed A-share 
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companies of China. Furthermore, the connection of political embeddedness of a firm and executive turnover was 
gazed for CSR disclosure quality instantaneously, to finally reveal the interconnection of these occurrences under 
their applicable underlying principles. 
 This research contributed to the stakeholder theory of CSR disclosure by showing that executive 
turnover effectively invigorates agency conflicts among various stakeholders. The findings of internal 
replacement and external replacement in the political embeddedness premise demonstrate the negative effects of 
agency issues on the quality of CSR disclosure. These study results are bolstered by the findings related to the 
presence and absence of alternate political embeddedness. We also looked into whether political 
embeddedness (whether an Executive continues to hold a government position or has continued to work as a 
government employee) influences the quality of CSR disclosure. 
 The findings of this research also contributed to the legitimacy theory since it has been demonstrated that the 
quality of CSR disclosure deteriorates when companies are relieved of state regulation and do not need more 
centralization activities. The ability of various types of political influences to burden a firm while consuming it 
with them over on support from the government is a notable concept. It has severe implications for the quality 
of dynamic initiatives such as CSR disclosure. Political embeddedness has been widely reported as an impactful 
characteristic for the advertising of CSR practices; even so, our findings show the opposite in the context of China. 
It represents a trade seen between companies' financial and quality performances in combination with legitimacy 
and agency theories. In any particular instance, this illustrates the incompetency of state CSR policies. 
 The results have significant implications for decision-makers, research scientists, shareholders, and other 
interested parties. Firstly, the influence and power of executives in politically embedded Chinese enterprises for 
the application of various prescriptive and gradual activities are more proclaimed compared to other developed 
countries' economies, and to improve the continuity of CSR disclosure, companies need particularly unique 
employee retention for damage limitation. Secondly, a company requires alternate solution plans to deal with the 
internal and external negative consequences of politically embedded executive turnover. 
 The findings of the study on CEO duality indicate a negative relationship between CEO duality and CSR 
disclosure. Despite Chinese regulatory agencies' efforts to promote CSR practices, a low overall performance 
prevails (Lu, 2009). A dual leadership structure can be a factor contributing to these results. The findings of this 
research promote the agency theory implication regarding CEO duality. Metaphorically, CEO duality has been a 
dual sword (Finkelstein, 1994). Although it strengthens the central control role, this prominent force can harm 
the company. Because the power is so profoundly positioned, it can interfere with the board's monitoring system. 
Moreover, according to agency theory, potential conflicts of interest may occur. Because the CEO will retain 
control, responsibility will be compromised, resulting in a constraint of good governance practices. 
 As a result, shareholders lose faith in the company's performance because the CEO duality merged entity 
decreases CEO responsibility to various stakeholder groups. The China Securities Regulatory Commission (CSRC) 
recommended disassociating the top two management positions so because the expenses of CEO duality 
overwhelmed the advantages. Gray (1988) advises that Asian supervisors are much more mysterious. As a result, 
it is unsurprising that they will resist open disclosure (Aaijaz & bin Ibrahim, 2012; Gray, 1988). However, this 
component has the potential to add value, as regulatory authorities' consistent decisions on corporate governance 
principles may be beneficial. It would be beneficial if all of these companies chose more independent boards to 
ensure an effective CSR. Moreover, keep in mind that to ensure the effectiveness of CSR strategies, regulatory 
authorities must ensure the initiation of a comprehensive monitoring indicator. This report includes proof that 
regulatory agencies could have favorable consideration in their attempts to transform corporate governance. 
Although many elements of corporate governance prove a firm's proclivity to report CSR effectiveness, this study 
focused on the CEO's duality. Furthermore, the study could provide more profound information, primarily when 
board independence and ability to monitor processes depend on independent directors' existence. The selection 
of objects included in the CSR disclosure score, rating construction, and information explanation concentrating 
on the evaluations is another major weakness in this study. 
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 According to stakeholder analysis opinions, we investigated stakeholder features in China and speculated that 
shareholder superiority controls Chinese firms' decisions to disclose corporate social responsibility processes. 
Moreover, state-owned firms spend a keen interest in the SOEs owners and, consequently, impact these 
enterprises' corporate social responsibility disclosure actions. The firm achievement has a positive effect on CSR 
disclosure. Our results also reveal that enterprises are involved in disclosing their CSR activities, that such a level 
of CSR disclosure rises when the company needs to perform well, and that state-owned SOEs firms have a 
regulation effect on the relationship between CEO duality and firm success, and CSR disclosure. The connection 
between the firm's success and the potential of CSR disclosure and its quality is greater between many NSOEs 
than SOEs. 
 
6.2. Limitation & Future Research  
This thesis has several limitations that could be investigated further in future studies. First, because this study is 
based in China, the findings and consequences may not apply to other countries. Differences between countries, 
e.g., may affect the impact of executive characteristics and CSR disclosure. In particular, the impacts of executive 
characteristics on administrative commitment may be further pronounced in some nations (e.g., individualistic 
cultures) since they take little effect in the others state (e.g., communist countries). Prospective research is looking 
into these national and cultural discrepancies. Second, while we can infer causality by lagging our explanatory 
variables by one year from CSR disclosure, a panel data method may produce a more significant result. Finally, 
some moderators (i.e., contingency variables) could be explored to refine the conclusions. We describe the main 
executive characteristics that are likely to affect firms' CSR disclosure in this study. However, particular 
circumstances that strengthen or weaken these connections remain unexplored (Oh et al., 2016) as the main 
determinant that may influence the link between executive characteristics and CSR disclosure. The managerial 
decision is how the executive influences strategic decisions and subsequent outcomes (Finkelstein & Boyd, 1998). 
Furthermore, it is conceivable that executive influence on management decision-making is powerful under 
situations of extreme executive discretion. Coming research may contribute to the sympathetic by investigating 
the characters of additional potential contextual variables. 
 



 

83 

 

References  

Aaijaz, N., & bin Ibrahim, M. D. (2012). CSR inflections: An overview on CSR global strategies adopted by 
companies in Malaysia and other Asian countries. Journal of Southeast Asian Research, 2012, 1.  

Abolhassani, M., Wang, Z., & de Haan, J. (2020). How Does Government Control Affect Firm Value? New 
Evidence for China. Kyklos, 73(1), 3-21.  

Adel, C., Hussain, M. M., Mohamed, E. K., & Basuony, M. A. (2019). Is corporate governance relevant to the 
quality of corporate social responsibility disclosure in large European companies? International Journal of 
Accounting Information Management.  

Agrawal, A., & Knoeber, C. R. (2001). Do some outside directors play a political role? The Journal of Law 
Economics, 44(1), 179-198.  

Ahmad, N. B. J., Afzalur Rashid, and Jeff Gow. (2017). CEO duality and corporate social responsibility 
reporting: Evidence from Malaysia. Corp. Ownersh. Control, 14, 69-81.  

Al-Htaybat, K., & von Alberti-Alhtaybat, L. (2017). Big Data and corporate reporting: impacts and paradoxes. 
Accounting, auditing accountability journal, 30(4), 850-873.  

Alabdullah, T. T. Y., Ahmed, E. R., & Muneerali, M. (2019). Effect of board size and duality on corporate social 
responsibility: what has improved in corporate governance in Asia? Journal of Accounting Science, 3(2), 121-
135.  

Ali, S., Zhang, J., Usman, M., Khan, F. U., Ikram, A., & Anwar, B. (2019). Sub-National Institutional 
Contingencies and Corporate Social Responsibility Performance: Evidence from China. Sustainability, 
11(19), 5478.  

Ali, W., & Frynas, J. G. (2018). The role of normative CSR‐promoting institutions in stimulating CSR 
disclosures in developing countries. Corporate Social Responsibility Environmental Management, 25(4), 373-390.  

Ali, W., Frynas, J. G., & Mahmood, Z. (2017). Determinants of corporate social responsibility (CSR) disclosure 
in developed and developing countries: A literature review. Corporate Social Responsibility Environmental 
Management, 24(4), 273-294.  

Alnajjar, F. K. (2000). Determinants of social responsibility disclosures of US Fortune 500 firms: an application 
of content analysis. In Advances in environmental accounting & management, (Vol. 1, pp. 163–200). Emerald 
Group Publishing Limited,Bingley, England.  

Asmar, M., Abu Alia, M., & Ali, F. H. (2018). The Impact of Corporate Governance Mechanisms on Disclosure 
Quality: Evidence from Companies Listed in The Palestine Exchange. International Journal of Economics, 
Commerce and Management, 4, 401-417.  

Attig, N., El Ghoul, S., & Guedhami, O. (2009). Do multiple large shareholders play a corporate governance 
role? Evidence from East Asia. Journal of Financial Research, 32(4), 395-422.  

Ballinger, G. A., & Marcel, J. J. (2010). The use of an interim CEO during succession episodes and firm 
performance. Strategic Management Journal, 31(3), 262-283.  

Bank, W. (1991). World development report 1991: The challenge of development. The World Bank.  
Barefoot, L. A., Hayday, C. F., Vaughn, S., & Lenox, B. (2021). The Risks of Pre-Petition Executive Bonuses in 

Distressed Scenarios. American Bankruptcy Institute Journal, 40(1), 44-76.  
Barnett, M. L. (2007). Stakeholder influence capacity and the variability of financial returns to corporate social 

responsibility. Academy of Management Review, 32(3), 794-816.  
Barrett, R. (2011). The new leadership paradigm. Lulu. com.  
Bartley, T., & Child, C. (2011). Movements, markets and fields: The effects of anti-sweatshop campaigns on US 

firms, 1993-2000. Social forces, 90(2), 425-451.  
Batten, J. A., and Xuan Vinh Vo. (2009). An analysis of the relationship between foreign direct investment and 

economic growth. Applied Economics, 41(13), 1621-1641.  
Baum, J. A., & Oliver, C. (1991). Institutional linkages and organizational mortality. Administrative science quarterly, 

36(2), 187-218.  



 

    84 
 

Bebbington, J., Larrinaga, C., Moneva, J. M., & Journal, A. (2008). Corporate social reporting and reputation risk 
management. Accounting, Auditing, 21(2), 337-361.  

Bénabou, R., & Tirole, J. (2010). Individual and corporate social responsibility. Economica, 77(305), 1-19.  
Berg, S. V., & Smith, S. K. (1978). CEO and board chairman: A quantitative study of dual vs. unitary board 

leadership. Directors and Boards, 3(1), 34-39.  
Berglöf, E., & Claessens, S. (2006). Enforcement and good corporate governance in developing countries and 

transition economies. The World Bank Research Observer, 21(1), 123-150.  
Bernard, Y., Godard, L., & Zouaoui, M. (2018). The effect of CEOs’ turnover on the corporate sustainability 

performance of French firms. Journal of business Ethics, 150(4), 1049-1069.  
Bonardi, J.-P., Hillman, A. J., & Keim, G. D. (2005). The attractiveness of political markets: Implications for 

firm strategy. Academy of Management Review, 30(2), 397-413.  
Botosan, C. A., & Plumlee, M. A. (2002). A re‐examination of disclosure level and the expected cost of equity 

capital. Journal of accounting research, 40(1), 21-40.  
Boutin-Dufresne, F., & Savaria, P. (2004). Corporate social responsibility and financial risk. The Journal of investing, 

13(1), 57-66.  
Bowen, D. E., & Siehl, C. (1997). The Future of Human Resource Management: March and Simon [1958] 

Revisited. Human Resource Management, 36(1), 57.  
Boyd, B. K. (1995). CEO duality and firm performance: A contingency model. Strategic Management Journal, 16(4), 

301-312.  
Bozec, Y., & Laurin, C. (2008). Large shareholder entrenchment and performance: Empirical evidence from 

Canada. Journal of Business Finance Accounting, auditing accountability journal, 35(1‐2), 25-49.  
Bradly, A., & Nathan, G. (2019). Institutional CSR: provision of public goods in developing economies. Social 

Responsibility Journal, 15(7), 1747-1117.  
Brammer, S., & Pavelin, S. (2008). Factors influencing the quality of corporate environmental disclosure. Business 

strategy the environment, 17(2), 120-136.  
Brandt, L., and Hongbin Li (2003). Bank discrimination in transition economies: ideology, information, or 

incentives? Journal of comparative economics, 31(3), 387-413.  
Braun, M., and Anurag Sharma. (2007). Should the CEO also be chair of the board? An empirical examination 

of family-controlled public firms. Family Business Review, 20(2), 111-126.  
Brown, J. A., & Forster, W. R. (2013). CSR and stakeholder theory: A tale of Adam Smith. Journal of business 

Ethics, 112(2), 301-312.  
Brown, N., & Deegan, C. (1998). The public disclosure of environmental performance information—a dual test 

of media agenda setting theory and legitimacy theory. Accounting business research, 29(1), 21-41.  
Cai, W., Lee, E., Wu, Z., Xu, A. L., & Zeng, C. C. (2017). Do economic incentives of controlling shareholders 

influence corporate social responsibility disclosure? A natural experiment. The international journal of 
accounting, 52(3), 238-250.  

Caiffa, M., Farina, V., & Fattobene, L. (2021). CEO Duality: Newspapers and Stock Market Reactions. Journal of 
Risk Financial Management, 14(1), 35.  

Cannella Jr, A. A., & Lubatkin, M. (1993). Succession as a sociopolitical process: Internal impediments to 
outsider selection. Academy of management journal, 36(4), 763-793.  

Cao, F., Peng, S. S., & Ye, K. (2019). Multiple large shareholders and corporate social responsibility reporting. 
Emerging Markets Review, 38, 287-309.  

Cao, Q., Maruping, L. M., & Takeuchi, R. (2006). Disentangling the effects of CEO turnover and succession on 
organizational capabilities: A social network perspective. Organization science, 17(5), 563-576.  

Cao, X., Lemmon, M., Pan, X., Qian, M., & Tian, G. (2019). Political promotion, CEO incentives, and the 
relationship between pay and performance. Management Science, 65(7), 2947-2965.  

Cao, X., Pan, X., Qian, M., & Tian, G. G. (2017). Political capital and CEO entrenchment: Evidence from CEO 
turnover in Chinese non-SOEs. Journal of Corporate Finance, 42, 1-14.  



 

    85 
 

Carow, K., Heron, R., & Saxton, T. (2004). Do early birds get the returns? An empirical investigation of early‐
mover advantages in acquisitions. Administrative science quarterly, 25(6), 563-585.  

Chan, M. C., Watson, J., & Woodliff, D. (2014). Corporate governance quality and CSR disclosures. Journal of 
business Ethics, 125(1), 59-73.  

Chaney, P. K., Faccio, M., & Parsley, D. (2011a). The quality of accounting information in politically connected 
firms. Journal of accounting and Economics, 51(1-2), 58-76.  

Chaney, P. K., Faccio, M., & Parsley, D. (2011b). The quality of accounting information in politically connected 
firms. Journal of accounting Economics, 51(1-2), 58-76.  

Chang, E. C., & Wong, S. M. (2009). Governance with multiple objectives: Evidence from top executive 
turnover in China. Journal of Corporate Finance, 15(2), 230-244.  

Chapple, W., & Moon, J. (2007). CSR agendas for Asia. Corporate Social Responsibility Environmental Management, 
14(4), 183-188.  

Chaudhary, R. (2017). CSR and turnover intentions: examining the underlying psychological mechanisms. Social 
Responsibility Journal, 13(3), 643–660.  

Chen, C. J., Li, Z., Su, X., & Sun, Z. (2011). Rent-seeking incentives, corporate political connections, and the 
control structure of private firms: Chinese evidence. Journal of Corporate Finance, 17(2), 229-243.  

Chen, G., & Hambrick, D. C. (2012). CEO replacement in turnaround situations: Executive (mis) fit and its 
performance implications. Organization Science, 23(1), 225-243.  

Chen, J., & Dickson, B. J. (2010). Allies of the state: China's private entrepreneurs and democratic change. Harvard 
University Press.  

Chen, J., Yao, X., & Liu, L. (2019). Value creation and value maintenance: Investigating the impact of firm 
capability on political networking. Chinese Management Studies, 13(2), 318-341.  

Chen, X., Safdar Sial, M., Tran, D. K., Alhaddad, W., Hwang, J., & Thu, P. A. (2020). Are Socially Responsible 
Companies Really Ethical? The Moderating Role of State-Owned Enterprises: Evidence from China. 
Sustainability, 12(7), 2858.  

Chen, Y.-C., Hung, M., & Wang, Y. (2018). The effect of mandatory CSR disclosure on firm profitability and 
social externalities: Evidence from China. Journal of Accounting Economics, 65(1), 169-190.  

Chen, Z., & Keefe, M. O. C. (2020). Rookie directors and firm performance: Evidence from China. Journal of 
Corporate Finance, 60, 101511.  

Cheng, E. C., and Stephen M. Courtena. (2006). Board composition, regulatory regime and voluntary disclosure. 
The international journal of accounting, 41(3), 262-289.  

Cheng, L. T., & Leung, T. (2016). Government protection, political connection and management turnover in 
China. International Review of Economics Finance Research Letters, 45, 160-176.  

Cheng, S., Lin, K. Z., & Wong, W. (2016). Corporate social responsibility reporting and firm performance: 
evidence from China. Journal of management governance, 20(3), 503-523.  

Cheng, Z., Wang, F., Keung, C., & Bai, Y. (2017). Will corporate political connection influence the 
environmental information disclosure level? Based on the panel data of A-shares from listed companies 
in shanghai stock market. Journal of business Ethics, 143(1), 209-221.  

Cherian, J., Safdar Sial, M., Tran, D. K., Hwang, J., Khanh, T. H. T., & Ahmed, M. (2020). The Strength of 
CEOs’ Influence on CSR in Chinese listed Companies. New Insights from an Agency Theory 
Perspective. Sustainability, 12(6), 2190.  

Chi, W., & Wang, Y. (2009). Ownership, performance and executive turnover in China. Journal of Asian 
Economics, 20(4), 465-478.  

Cho, C. H., & Patten, D. M. (2007). The role of environmental disclosures as tools of legitimacy: A research 
note. Accounting, organizations society, 32(7-8), 639-647.  

Cho, S. Y., Lee, C., Pfeiffer Jr, R. J., & Policy, P. (2013). Corporate social responsibility performance and 
information asymmetry. Journal of Accounting, 32(1), 71-83.  



 

    86 
 

Chong, L.-L., Ong, H.-B., & Tan, S.-H. (2018). Corporate risk-taking and performance in Malaysia: the effect of 
board composition, political connections and sustainability practices. Corporate Governance: The International 
Journal of Business in Society, 18(4), 1472-0701.  

Clarkson, P. M., Li, Y., Richardson, G. D., & Vasvari, F. P. (2008). Revisiting the relation between 
environmental performance and environmental disclosure: An empirical analysis. Accounting, organizations 
and society, 33(4-5), 303-327.  

Clarkson, P. M., Overell, M. B., & Chapple, L. (2011). Environmental reporting and its relation to corporate 
environmental performance. Abacus, 47(1), 27-60.  

Cooper, M. J., Gulen, H., & Ovtchinnikov, A. V. (2010). Corporate political contributions and stock returns. The 
Journal of Finance, 65(2), 687-724.  

Cooper, S. M., O, & wen, D. L. (2007). Corporate social reporting and stakeholder accountability: The missing 
link. Accounting, organizations society, 32(7-8), 649-667.  

Córdoba‐Pachón, J. R., Garde‐Sánchez, R., & Rodríguez‐Bolívar, M. P. (2014). A systemic view of corporate 
social responsibility (CSR) in state‐owned enterprises (SOEs). Knowledge Process Management, 21(3), 206-
219.  

Cormier, D., Ledoux, M.-J., & Magnan, M. (2011a). The informational contribution of social and environmental 
disclosures for investors. Management Decision, 49(8), 1276-1304.  

Cormier, D., Ledoux, M. J., & Magnan, M. (2011b). The informational contribution of social and environmental 
disclosures for investors. Management Decision, 49(8), 276–1304.  

Cosh, A., and Alan Hughes. (1995). Failures, Acquisitions and Post-merger Success: The Comparative Financial 
Characteristics of Large and Small Companies. ESRC Centre for Business Research, University of Cambridge, 
United Kingdom.  

Cox, P., & Wicks, P. G. (2011). Institutional interest in corporate responsibility: Portfolio evidence and ethical 
explanation. Journal of business Ethics, 103(1), 143-165.  

Crane, A., Matten, D., & Moon, J. (2008). Corporations and citizenship: Business, responsibility and society. 
Cambridge/New York ua.  

Cumming, D., Wenxuan Hou, and Edward Lee. (2016). Business ethics and finance in greater China: Synthesis 
and future directions in sustainability, CSR, and fraud. Journal of business Ethics, 138(4), 601-626.  

Dacin, M. T., Oliver, C., & Roy, J. P. (2007). The legitimacy of strategic alliances: An institutional perspective. 
Strategic Management Journal, 28(2), 169-187.  

Dahya, J., Lonie, A. A., & Power, D. M. (1998). Ownership structure, firm performance and top executive 
change: an analysis of UK firms. Journal of Business Finance Accounting business research, 25(9‐10), 1089-1118.  

Dai, J., Lu, C., & Qi, J. (2019). Corporate social responsibility disclosure and stock price crash risk: Evidence 
from China. Sustainability, 11(2), 448.  

Dalci, I. (2018). Impact of financial leverage on profitability of listed manufacturing firms in China. Pacific 
Accounting Review, 30(4), 0114-0582.  

Dam, L., & Scholtens, B. (2012). Does ownership type matter for corporate social responsibility? Corporate 
Governance: An International Review, 20(3), 233-252.  

Darnall, N., Henriques, I., & Sadorsky, P. . (2010). Adopting proactive environmental strategy: The influence of 
stakeholders and firm size. , 47. Journal of Management Studies, 47(6), 1072-1094.  

Darrell, W., & Schwartz, B. N. (1997). Environmental disclosures and public policy pressure. Journal of accounting 
Public Policy, 16(2), 125-154.  

Deegan, C. (2002). The legitimising effect of social and environmental disclosures–a theoretical foundation. 
Journal of Accounting, Auditing Accountability, 15(3), 282-311.  

Deegan, C., & Shelly, M. (2014). Corporate social responsibilities: Alternative perspectives about the need to 
legislate. Journal of business Ethics, 121(4), 499-526.  

Dhaliwal, D., Li, O. Z., Tsang, A., & Yang, Y. G. (2014). Corporate social responsibility disclosure and the cost 
of equity capital: The roles of stakeholder orientation and financial transparency. Journal of accounting Public 
Policy, 33(4), 328-355.  



 

    87 
 

Dickson, B. J. (2003). Red capitalists in China: The party, private entrepreneurs, and prospects for political change. Cambridge 
University Press.  

Dieleman, M., & Boddewyn, J. J. (2012). Using organization structure to buffer political ties in emerging 
markets: A case study. Organization Studies, 33(1), 71-95.  

Donaldson, L., and James H. Davi. (1991). Stewardship theory or agency theory: CEO governance and 
shareholder returns. Australian Journal of management, 16(1), 49-64.  

Dowling, J., & Pfeffer, J. (1975). Organizational legitimacy: Social values and organizational behavior. Pacific 
sociological review, 18(1), 122-136.  

Du, K., & Lin, B. (2015). Understanding the rapid growth of China's energy consumption: a comprehensive 
decomposition framework. Energy, 90, 570-577.  

Ehrnström‐Fuentes, M. (2016). Delinking legitimacies: A pluriversal perspective on political CSR. Journal of 
Management Studies, 53(3), 433-462.  

El Ghoul, S., Guedhami, O., Kwok, C. C., & Mishra, D. R. (2011). Does corporate social responsibility affect 
the cost of capital? Journal of Banking Finance, 35(9), 2388-2406.  

Elijido‐Ten, E., Kloot, L., & Clarkson, P. (2010). Extending the application of stakeholder influence strategies to 
environmental disclosures: An exploratory study from a developing country. Accounting, auditing 
accountability journal, 23(8), 1032–1059.  

Ellerup Nielsen, A., & Thomsen, C. (2007). Reporting CSR–what and how to say it? Corporate Communications: An 
International Journal, 12(1), 25-40.  

Elsayed, K. (2007). Does CEO duality really affect corporate performance? Corporate Governance: An International 
Review, 15(6), 1203-1214.  

Ettredge, M., Vernon J. Richardson, and Susan Scholz (2002). Dissemination of information for investors at 
corporate Web sites. Journal of Accounting and Public Policy, 21(4-5), 357-369.  

Faccio, M. (2006). Politically connected firms. American economic review, 96(1), 369-386.  
Faccio, M. (2010). Differences between politically connected and nonconnected firms: A cross‐country analysis. 

Financial management, 39(3), 905-928.  
Faccio, M., Masulis, R. W., & McConnell, J. J. (2006). Political connections and corporate bailouts. The Journal of 

Finance, 61(6), 2597-2635.  
Fahad, P., and P. Mubarak Rahman. (2020). Impact of corporate governance on CSR disclosure. International 

Journal of Disclosure and Governance, 17(2), 155-167.  
Fallan, E., & Fallan, L. (2009). Voluntarism versus regulation: lessons from public disclosure of environmental 

performance information in Norwegian companies. Journal of Accounting & Organizational Change, 5(4), 
472-489.  

Fama, E. F., and Michael C. Jensen. (1983). Agency problems and residual claims. The journal of law Economics, 
26(2), 327-349.  

Fan, J. P., Rui, O. M., & Zhao, M. (2008). Public governance and corporate finance: Evidence from corruption 
cases. Journal of comparative economics, 36(3), 343-364.  

Fan, J. P., Wong, T. J., & Zhang, T. (2007). Politically connected CEOs, corporate governance, and Post-IPO 
performance of China's newly partially privatized firms. Journal of Financial Economics, 84(2), 330-357.  

Fee, C. E., & Hadlock, C. (2003). Raids, rewards, and reputations in the market for managerial talent. The Review 
of Financial Studies, 16(4), 1315-1357.  

Fernández‐Gago, R., Cabeza‐García, L., Nieto, M., & Management, E. (2018). Independent directors' 
background and CSR disclosure. Corporate Social Responsibility, 25(5), 991-1001.  

Ferri, G., & Liu, L.-G. (2010). Honor thy creditors beforan thy shareholders: are the profits of Chinese state-
owned enterprises real? Asian Economic Papers, 9(3), 50-71.  

Finkelstein, S., and Richard A. D'aveni. (1994). CEO duality as a double-edged sword: How boards of directors 
balance entrenchment avoidance and unity of command. Academy of management journal, 37(5), 1079-1108.  

Finkelstein, S., & Boyd, B. K. (1998). How much does the CEO matter? The role of managerial discretion in the 
setting of CEO compensation. Academy of management journal, 41(2), 179-199.  



 

    88 
 

Finkelstein, S., & D'aveni, R. A. (1994). CEO duality as a double-edged sword: How boards of directors balance 
entrenchment avoidance and unity of command. Academy of Management journal, 37(5), 1079-1108.  

Firth, M., Fung, P. M., & Rui, O. M. (2006). Firm performance, governance structure, and top management 
turnover in a transitional economy. Journal of Management Studies, 43(6), 1289-1330.  

Fisman, R. (2001). Estimating the value of political connections. American economic review, 91(4), 1095-1102.  
Frankl, M., & Roberts, S. (2018). Female Executives in Healthcare Management in the context of the Upper 

Echelon Theory. Journal of Business Diversity, 18(2), 98-112.  
Freedman, M., and A. J. Stagliano. (1992). European unification, accounting harmonization, and social 

disclosures. The international journal of accounting, 27(2), 112-122.  
Freeman, R. E. (1994). The politics of stakeholder theory: Some future directions. Business ethics quarterly, 409-

421.  
Garcia-Sanchez, I.-M., Cuadrado-Ballesteros, B., & Sepulveda, C. (2014). Does media pressure moderate CSR 

disclosures by external directors? Management Decision, 52(6), 104-1045.  
Garcia, E. A. d. R., José Milton de Sousa-Filho, and João Maurício Gama Boaventura. (2018). The influence of 

social disclosure on the relationship between Corporate Financial Performance and Corporate Social 
Performance. Revista Contabilidade Finanças, 29(77), 229-245.  

Garcia, E. A. d. R., Sousa-Filho, J. M. d., & Boaventura, J. M. G. (2018). The influence of social disclosure on 
the relationship between Corporate Financial Performance and Corporate Social Performance. Revista 
Contabilidade Finanças(AHEAD), 0-0.  

Ghazali, N. A. M. (2007). Ownership structure and corporate social responsibility disclosure: some Malaysian 
evidence. Corporate Governance: The International Journal of Business in Society.  

Giannarakis, G. (2014). The determinants influencing the extent of CSR disclosure. International Journal of Law 
Management, 56(5), 1754-1243x.  

Gillan, S. L. (2006). Recent developments in corporate governance: An overview. In (Vol. 12, pp. 381 – 402): 
Journal of Corporate Finance  

Gilson, S. C. (1990). Bankruptcy, boards, banks, and blockholders: Evidence on changes in corporate ownership 
and control when firms default. Journal of Financial Economics, 27(2), 355-387.  

Godfrey, P. C., Merrill, C. B., & Hansen, J. M. (2009). The relationship between corporate social responsibility 
and shareholder value: An empirical test of the risk management hypothesis. Strategic Management Journal, 
30(4), 425-445.  

Goldman, E., Rocholl, J., & So, J. (2008). Do politically connected boards affect firm value? The Review of 
Financial Studies, 22(6), 2331-2360.  

Goldman, E., Rocholl, J., & So, J. (2009). Do politically connected boards affect firm value? The Review of 
Financial Studies, 22(6), 2331-2360.  

Gong, G., Huang, X., Wu, S., Tian, H., & Li, W. (2020). Punishment by securities regulators, corporate social 
responsibility and the cost of debt. Journal of business Ethics, 1-20.  

Gong, G., Xu, S., & Gong, X. (2018). On the value of corporate social responsibility disclosure: An empirical 
investigation of corporate bond issues in China. Journal of business Ethics, 150(1), 227-258.  

Goyal, V. K., & Park, C. W. (2002). Board leadership structure and CEO turnover. Journal of Corporate Finance, 
8(1), 49-66.  

Gray, R. (2001). Social and environmental responsibility, sustainability and accountability, can the corporate 
sector deliver. University of Glasgow, Working Papers Series, 2(3), 9-16.  

Gray, R., and Jan Bebbington. (2007). Corporate sustainability, accountability and the pursuit of the impossible 
dream. Handbook of sustainable development - University of St Andrews -The Gateway, North Haugh, St Andrews, 
KY16 9RJ. Scotland, United Kingdom, 376-394.  

Gray, R., Javad, M., Power, D. M., & Sinclair, C. D. (2001). Social and environmental disclosure and corporate 
characteristics: A research note and extension. Journal of business finance & accounting, 28(3‐4), 327-356.  

Gray, R., Kouhy, R., & Lavers, S. (1995). Corporate social and environmental reporting. Accounting, Auditing 
Accountability Journal, 8(2), 47-77.  



 

    89 
 

Gray, R., Owen, D., & Adams, C. (1996). Accounting & accountability: changes and challenges in corporate social and 
environmental reporting. Prentice Hall.  

Gray, S. J. (1988). Towards a theory of cultural influence on the development of accounting systems 
internationally. Abacus, 24(1), 1-15.  

Greenwood, R., Raynard, M., Kodeih, F., Micelotta, E. R., & Lounsbury, M. (2011). Institutional complexity and 
organizational responses. Academy of Management annals, 5(1), 317-371.  

Gu, H., Ryan, C., Bin, L., & Wei, G. (2013). Political connections, guanxi and adoption of CSR policies in the 
Chinese hotel industry: Is there a link? Tourism Management, 34, 231-235.  

Gul, F. A., and Sidney Leung. (2004). Board leadership, outside directors’ expertise and voluntary corporate 
disclosures. Journal of Accounting and Public Policy, 23(5), 351-379.  

Guo, M., Hu, Y., Zhang, Y., & Tian, F. (2019). State-Owned Shareholding and CSR: Do Multiple Financing 
Methods Matter?—Evidence from China. Sustainability, 11(5), 1292.  

Guthrie, D. (2012). China and globalization: The social, economic, and political transformation of Chinese society. Routledge.  
Guthrie, J. W., & Wong, K. K. (2012). Education finance from the perspective of politics, political cultures and 

government. In Handbook of research in education finance and policy (pp. 83-99). Routledge.  
H. Grinyer, P., & Norburn, D. (1975). Planning for existing markets: Perceptions of executives and financial 

performance. Journal of the Royal Statistical Society: Series A, 138(1), 70-97.  
Hadani, M., & Schuler, D. A. (2013). In search of El Dorado: The elusive financial returns on corporate political 

investments. Strategic Management Journal, 34(2), 165-181.  
Haniffa, R. M., & Cooke, T. E. (2005). The impact of culture and governance on corporate social reporting. 

Journal of Accounting public Policy, 24(5), 391-430.  
Hashim, H. A., and S. Susela Devi. (2008). Board independence, CEO duality and accrual management: 

Malaysian evidence. Asian Journal of Business and Accounting, 1(1), 27-46.  
Hasseldine, J., Salama, A. I., & Toms, J. S. (2005). Quantity versus quality: the impact of environmental 

disclosures on the reputations of UK Plcs. The British Accounting Review, 37(2), 231-248.  
Haveman, H. A., Jia, N., Shi, J., & Wang, Y. (2017). The dynamics of political embeddedness in China. 

Administrative science quarterly, 62(1), 67-104.  
Heckman, J. J. (1979). Sample selection bias as a specification error. Journal of Econometrica: Journal of the econometric 

society, 153-161.  
Helmich, D. L., & Brown, W. B. (1972). Successor type and organizational change in the corporate enterprise. 

Administrative science quarterly, 13(3), 371-381.  
Helmich, D. L., & Brown, W. B. (1972). Successor type and organizational change in the corporate enterprise. 

Administrative science quarterly, 17(3).  
Hernández-Perlines, F., & Rung-Hoch, N. (2017). Sustainable entrepreneurial orientation in family firms. 

Sustainability, 9(7), 1212.  
Higgins, C., Stubbs, W., & Love, T. (2014). Walking the talk (s): Organisational narratives of integrated 

reporting. Accounting, Auditing Accountability Journal.  
Ho, S. S., and Kar Shun Wong. (2001). A study of the relationship between corporate governance structures and 

the extent of voluntary disclosure. Journal of International Accounting, Auditing and Taxation, 10(2), 139-156.  
Hong, B., Li, Z., & Minor, D. (2016). Corporate governance and executive compensation for corporate social 

responsibility. Journal of business Ethics, 136(1), 199-213.  
Hong, H., & Kacperczyk, M. (2009). The price of sin: The effects of social norms on markets. Journal of Financial 

Economics, 93(1), 15-36.  
Hu, Y. Y., Zhu, Y., Tucker, J., & Hu, Y. (2018). Ownership influence and CSR disclosure in China. Accounting 

Research Journal, 31(1), 8-21.  
Huafang, X., and Yuan Jianguo. (2007). Ownership structure, board composition and corporate voluntary 

disclosure: Evidence from listed companies in China. Managerial auditing journal, 22(6), 604-619.  
Huang, S., Maharjan, J., & Thakor, A. V. (2020). Disagreement-induced CEO turnover. Journal of Financial 

Intermediation, 43, 100819.  



 

    90 
 

Hulin, C. L., Roznowski, M., & Hachiya, D. (1985). Alternative opportunities and withdrawal decisions: 
Empirical and theoretical discrepancies and an integration. Psychological bulletin, 97(2), 233.  

Hung, M., Shi, J., & Wang, Y. (2013). Mandatory CSR disclosure and information asymmetry: Evidence from a 
quasi-natural experiment in China. In Proceedings of the Asian Finance Conference  

Hung, M., Wong, T., & Zhang, T. (2012). Political considerations in the decision of Chinese SOEs to list in 
Hong Kong. Journal of Accounting Economics, 53(1-2), 435-449.  

Huson, M. R., Parrino, R., & Starks, L. T. (2001). Internal monitoring mechanisms and CEO turnover: A long‐
term perspective. the  Journal of Finance, 56(6), 2265-2297.  

Islam, M. T., Kokubu, K., & Nishitani, K. (2020). Corporate social reporting in the banking industry of 
Bangladesh: a test of legitimacy theory. Social Responsibility Journal.  

Jackofsky, E. F., & Peters, L. H. (1983). Job turnover versus company turnover: Reassessment of the March and 
Simon participation hypothesis. Journal of Applied Psychology, 68(3), 490.  

Jackson, G., Bartosch, J., Avetisyan, E., Kinderman, D., & Knudsen, J. S. (2020). Mandatory non-financial 
disclosure and its influence on CSR: An international comparison. Journal of business Ethics, 162(2), 323-
342.  

Jain, P., Vishal Vyas, and Ankur Roy. (2017). Exploring the mediating role of intellectual capital and competitive 
advantage on the relation between CSR and financial performance in SMEs. Social Responsibility Journal, 
13(1), 1-23.  

Jamali, D., Asem M. Safieddine, and Myriam Rabbath. (2008). Corporate governance and corporate social 
responsibility synergies and interrelationships. Corporate Governance: An International Review, 16(5), 443-459.  

Jamali, D., Safieddine, A. M., & Rabbath, M. (2008). Corporate governance and corporate social responsibility 
synergies and interrelationships. Corporate Governance: An International Review, 16(5), 443-459.  

Jenkins, R., & Newell, P. (2013). CSR, tax and development. Third World Quarterly, 34(3), 378-396.  
Jensen, M. C., and William H. Mecklin. (1976). Theory of the firm: Managerial behavior, agency costs and 

ownership structure. Journal of Financial Economics, 3(4), 305-360.  
Jia, N., & Review, O. (2016). Political strategy and market capabilities: Evidence from the Chinese private sector. 

Management, 12(1), 75-102.  
Jiang, F., Cai, W., Wang, X., & Zhu, B. (2018). Multiple large shareholders and corporate investment: Evidence 

from China. Journal of Corporate Finance, 50, 66-83.  
Jiang, K., Li, L., Feng, Y., Wang, H., & Wei, B. (2012). The Development of China’s Primary Copper Smelting 

Technologies. Proceedings of the TT Chen Honorary Symposium on Hydrometallurgy, 
Electrometallurgy and Materials Characterization,  

Jo, H., & Harjoto, M. A. (2011). Corporate governance and firm value: The impact of corporate social 
responsibility. Journal of business Ethics, 103(3), 351-383.  

Johnson, B. R., Connolly, E., & Carter, T. S. (2011). Corporate social responsibility: The role of Fortune 100 
companies in domestic and international natural disasters. Corporate Social Responsibility Environmental 
Management, 18(6), 352-369.  

Johnson, S., & Mitton, T. (2003). Cronyism and capital controls: evidence from Malaysia. Journal of Financial 
Economics, 67(2), 351-382.  

Kang, H., Mandy Cheng, and Sidney J. Gray. (2007). Corporate Governance and Board Composition: diversity 
and independence of Australian boards. Corporate Governance: An International Review, 15(2), 194-207.  

Kato, T., & Long, C. (2006). Executive turnover and firm performance in China. Journal of American Economic 
Review, 96(2), 363-367.  

Kentikelenis, A. E., Stubbs, T. H., & King, L. P. (2016). IMF conditionality and development policy space, 
1985–2014. Review of International Political Economy, 23(4), 543-582.  

Khan, A., Mohammad Badrul Muttakin, and Javed Siddiqui. (2013). Corporate governance and corporate social 
responsibility disclosures: Evidence from an emerging economy. Journal of business Ethics, 114(2), 207-223.  

Khan, F. U., Zhang, J., Dong, N., Usman, M., Ullah, S., & Ali, S. (2020). Does privatization matter for corporate 
social responsibility? Evidence from China. Journalof  Eurasian Business Review, 1-19.  



 

    91 
 

Khan, F. U., Zhang, J., Usman, M., Badulescu, A., & Sial, M. S. (2019). Ownership Reduction in state-owned 
enterprises and corporate social responsibility: Perspective from secondary privatization in China. 
Sustainability, 11(4), 1008.  

Kholeif, A. (2008). CEO duality and accounting-based performance in Egyptian listed companies: A re-
examination of agency theory predictions. Corporate governance in less developed and emerging economies, 8, 65-
98.  

Khwaja, A. I., & Mian, A. (2005). Do lenders favor politically connected firms? Rent provision in an emerging 
financial market. The Quarterly Journal of Economics, 120(4), 1371-1411.  

Kim, M., & Kim, Y. (2019). CSR and shareholder value in the restaurant industry: The roles of CSR 
communication through annual reports. Cornell Hospitality Quarterly, 60(1), 69-76.  

Krammer, S. M., & Jimenez, A. (2020). Do political connections matter for firm innovation? Evidence from 
emerging markets in Central Asia and Eastern Europe. Technological Forecasting Social Change, 151, 119669.  

Kroszner, R. S., & Stratmann, T. (1998). Interest-group competition and the organization of congress: theory 
and evidence from financial services' political action committees. American Economic Review, 88(5), 1163-
1187.  

Lau, C., Lu, Y., & Liang, Q. (2016). Corporate social responsibility in China: A corporate governance approach. 
Journal of business Ethics, 136(1), 73-87.  

Lausten, M. (2002). CEO turnover, firm performance and corporate governance: empirical evidence on Danish 
firms. International Journal of industrial organization, 20(3), 391-414.  

Lee, D. D., & Faff, R. W. (2009). Corporate sustainability performance and idiosyncratic risk: A global 
perspective. Financial Review, 44(2), 213-237.  

Lee, E., Walker, M., Zeng, C., & Society. (2014). Do Chinese government subsidies affect firm value? Accounting, 
Organizations, 39(3), 149-169.  

Lei, J., & Ou, H. (2009). A Critical View on CSR in Different Business Environments: a comparison of CSR between 
Sandvik Sweden, and State Grid Corporation, China.  

Lei, L., Xiaobo Wu, and Yanan Fu. (2019). Effects of Sustainability and Technology Orientations on Firm 
Growth: Evidence from Chinese Manufacturing. Sustainability, 11(16), 4406.  

Leuz, C., & Oberholzer-Gee, F. (2006). Political relationships, global financing, and corporate transparency: 
Evidence from Indonesia. Journal of Financial Economics, 81(2), 411-439.  

Levin, A., Chien-Fu Lin, and Chia-Shang James Chu. (2002). Unit root tests in panel data: asymptotic and finite-
sample properties. Journal of econometrics, 108(1), 1-24.  

Li, H., Meng, L., Wang, Q., & Zhou, L.-A. (2008). Political connections, financing and firm performance: 
Evidence from Chinese private firms. Journal of development economics, 87(2), 283-299.  

Li, H., Meng, L., & Zhang, J. (2006). Why do entrepreneurs enter politics? Evidence from China. Economic 
Inquiry, 44(3), 559-578.  

Li, J., Liu, W., & Yuan, D. (2020). Private Entrepreneurs of Communist Party Members and Corporate Social 
Responsibility: Evidence from Chinese Private Enterprise Survey. Theoretical Economics Letters, 10(3), 635-
654.  

Li, Q., Wei Luo, Yaping Wang, and Liansheng Wu. (2013). Firm performance, corporate ownership, and 
corporate social responsibility disclosure in China. Business Ethics: A European Review, 22(2), 159-173.  

Li, S., Fetscherin, M., Alon, I., Lattemann, C., & Yeh, K. (2010). Corporate social responsibility in emerging 
markets. Management International Review, 50(5), 635-654.  

Li, S., Liu, C., & Trade. (2018). Quality of corporate social responsibility disclosure and cost of equity capital: 
Lessons from China. Emerging Markets Finance, 54(11), 2472-2494.  

Li, W., and Ran Zhang. (2010). Corporate social responsibility, ownership structure, and political interference: 
Evidence from China. Journal of business Ethics, 96(4), 631-645.  

Li, Y., and Mike W. Peng. (2008). Developing theory from strategic management research in China. Asia Pacific 
Journal of Management, 25(3), 563-572.  



 

    92 
 

Li, Y., Miao, X., Zheng, D., & Tang, Y. (2019). Corporate Public Transparency on Financial Performance: The 
Moderating Role of Political Embeddedness. Sustainability, 11(19), 5531.  

Lin, L.-W. (2010). Corporate social responsibility in China: Window dressing or structural change. Berkeley J. Int'l 
L, 28, 64.  

Lin, L.-W. (2020). Mandatory corporate social responsibility? Legislative innovation and judicial application in 
China. The American Journal of Comparative Law, 68(3), 576-615.  

Lindblom, C. K. (1994). The implications of organizational legitimacy for corporate social performance and 
disclosure. Critical Perspectives on Accounting Conference, New York, USA,  

Ling, L., Zhou, X., Liang, Q., Song, P., & Zeng, H. (2016). Political connections, overinvestments and firm 
performance: Evidence from Chinese listed real estate firms. Finance Research Letters, 18, 328-333.  

Liu, X., & Anbumozhi, V. (2009). Determinant factors of corporate environmental information disclosure: an 
empirical study of Chinese listed companies. Journal of cleaner production, 17(6), 593-600.  

Lopatta, K., Buchholz, F., & Kaspereit, T. (2016). Asymmetric information and corporate social responsibility. 
Business society, 55(3), 458-488.  

Lopatta, K., Jaeschke, R., & Chen, C. (2017). Stakeholder engagement and corporate social responsibility (CSR) 
performance: International evidence. Corporate Social Responsibility Environmental Management, 24(3), 199-
209.  

Lounsbury, M. (2001). Institutional sources of practice variation: Staffing college and university recycling 
programs. Administrative science quarterly, 46(1), 29-56.  

Lourenço, I. C., Branco, M. C., Curto, J. D., & Eugénio, T. (2012). How does the market value corporate 
sustainability performance? Journal of business Ethics, 108(4), 417-428.  

Lu, J. Y., and Pavel Castka. (2009). Corporate social responsibility in Malaysia–experts' views and perspectives. 
Corporate Social Responsibility and Environmental Management, 16(3), 146-154.  

Lu, J. Y., & Castka, P. (2009). Corporate social responsibility in Malaysia–experts' views and perspectives. 
Corporate Social Responsibility Environmental Management, 16(3), 146-154.  

Luo, X., & Dong, J. (2013). Multilevel Political Embeddedness and Corporate Strategic Discretion. Academy of 
Management Proceedings,  

Luo, X. R., Wang, D., & Zhang, J. (2017). Whose call to answer: Institutional complexity and firms’ CSR 
reporting. Academy of management journal, 60(1), 321-344.  

Lux, S., Crook, T. R., & Woehr, D. J. (2011). Mixing business with politics: A meta-analysis of the antecedents 
and outcomes of corporate political activity. Journal of Management Studies, 37(1), 223-247.  

Ma, D., & Parish, W. L. (2006). Tocquevillian moments: Charitable contributions by Chinese private 
entrepreneurs. Social forces, 85(2), 943-964.  

Manner, M. H. (2010). The impact of CEO characteristics on corporate social performance. Journal of business 
Ethics, 93(1), 53-72.  

Margolis, J. D., Elfenbein, H. A., & Walsh, J. P. (2007). Does it pay to be good? A meta-analysis and redirection 
of research on the relationship between corporate social and financial performance. Ann Arbor, 
1001(48109-1234), 1-68.  

Marquis, C., & Qian, C. (2014). Corporate social responsibility reporting in China: Symbol or substance? 
Organization Science, 25(1), 127-148.  

Marquis, C., & Raynard, M. (2015). Institutional strategies in emerging markets. The Academy of Management 
Annals, 9(1), 291-335.  

Martínez-Ferrero, J., Rodríguez-Ariza, L., & García-Sánchez, I.-M. (2016). Corporate social responsibility as an 
entrenchment strategy, with a focus on the implications of family ownership. Journal of cleaner production, 
135, 760-770.  

Mathews, M. R. (1997). Twenty‐five years of social and environmental accounting research: is there a silver 
jubilee to celebrate? Accounting, Auditing Accountability Journal.  

Matten, D., & Moon, J. (2008). “Implicit” and “explicit” CSR: A conceptual framework for a comparative 
understanding of corporate social responsibility. Academy of Management Review, 33(2), 404-424.  



 

    93 
 

McGuinness, P. B., Vieito, J. P., & Wang, M. (2017). The role of board gender and foreign ownership in the 
CSR performance of Chinese listed firms. Journal of Corporate Finance, 42, 75-99.  

Meng, X., Zeng, S., Tam, C. M., & Xu, X. (2013). Whether top executives’ turnover influences environmental 
responsibility: From the perspective of environmental information disclosure. Journal of business Ethics, 
114(2), 341-353.  

Meng, X. H., Zeng, S. X., Tam, C. M., & Xu, X. D. (2013). Whether top executives’ turnover influences 
environmental responsibility: From the perspective of environmental information disclosure. Journal of 
business Ethics, 114(2), 341-353.  

Meyer, J. W., & Rowan, B. (1977). Institutionalized organizations: Formal structure as myth and ceremony. 
American journal of sociology, 83(2), 340-363.  

Michelon, G., & Parbonetti, A. (2012). The effect of corporate governance on sustainability disclosure. ournal of 
management governance, 16(3), 477-509.  

Michelon, G., Rodrigue, M., & Trevisan, E. (2020). The marketization of a social movement: Activists, 
shareholders and CSR disclosure. Accounting, organizations society, 80, 101074.  

Michelon, G., Rodrigue, M., Trevisan, E. J. A., Organizations, & Society. (2020). The marketization of a social 
movement: Activists, shareholders and CSR disclosure. Accounting, Organizations and Society, 80, 101074.  

Michelson, E. (2007). Climbing the dispute pagoda: grievances and appeals to the official justice system in rural 
China. American sociological review, 72(3), 459-485.  

Milne, M. J., & Gray, R. (2013). W (h) ither ecology? The triple bottom line, the global reporting initiative, and 
corporate sustainability reporting. Journal of business Ethics, 118(1), 13-29.  

Moneva, J. M., & Llena, F. (2000). Environmental disclosures in the annual reports of large companies in Spain. 
European accounting review, 9(1), 7-29.  

Moon, J., & Shen, X. (2010). CSR in China research: Salience, focus and nature. Journal of business Ethics, 94(4), 
613-629.  

Moroney, R., Windsor, C., Aw, Y. T., & Finance. (2012). Evidence of assurance enhancing the quality of 
voluntary environmental disclosures: An empirical analysis. Accounting Research Journal, 52(3), 903-939.  

Mu, W., & Jiang, X. (2018). Political Connections, Innovation Decision Making, and Firm Performance. 
Academy of Management Proceedings,  

Muthuri, J. N., & Gilbert, V. (2011). An institutional analysis of corporate social responsibility in Kenya. Journal 
of business Ethics, 98(3), 467-483.  

Muttakin, M. B., and Nava Subramaniam. (2015). Firm ownership and board characteristics: do they matter for 
corporate social responsibility disclosure of Indian companies? Sustainability Accounting, Management and 
Policy Journal, 6(2), 138-165.  

Muttakin, M. B., Mihret, D. G., & Khan, A. (2018). Corporate political connection and corporate social 
responsibility disclosures. Accounting, Auditing, 31(2), 725-744.  

Mzembe, A. N., & Downs, Y. (2014). Managerial and stakeholder perceptions of an Africa-based multinational 
mining company's Corporate Social Responsibility (CSR). The Extractive Industries Society, 1(2), 225-236.  

Naveed, K., Cosmina L. Voinea, Zahid Ali, Fawad Rauf, and Cosmin Fratostiteanu. (2021). Board Gender 
Diversity and Corporate Social Performance in Different Industry Groups: Evidence from China. 
Sustainability, 13(6), 3142.  

Nee, V., & Opper, S. (2010). Political capital in a market economy. Social forces, 88(5), 2105-2132.  
Nee, V., & Opper, S. (2012). Capitalism from below: Markets and institutional change in China. Harvard University 

Press.  
Nelling, E., and Elizabeth Webb. (2009). Corporate social responsibility and financial performance: the 

“virtuous circle” revisited. Review of Quantitative Finance and Accounting, 32(2), 197-209.  
Ng, E. J., & Koh, H. C. (1994). An agency theory and probit analytic approach to corporate non-mandatory 

disclosure compliance. Asia-Pacific Journal of Accounting, 1(1), 29-44.  
Oates, W. E. (1999). An essay on fiscal federalism. Academy of management journal, 37(3), 1120-1149.  
Ocasio, W. (1997). Towards an attention‐based view of the firm. Strategic Management Journal, 18(S1), 187-206.  



 

    94 
 

Oh, W.-Y., Li, Z., & Park, S. (2016). The effects of CEO characteristics and incentives on corporate social 
responsibility. In Corporate Responsibility (pp. 162-182). Springer.  

Okhmatovskiy, I. (2010). Performance implications of ties to the government and SOEs: A political 
embeddedness perspective. Journal of Management Studies, 47(6), 1020-1047.  

Okhmatovskiy, I., & David, R. J. (2012). Setting your own standards: Internal corporate governance codes as a 
response to institutional pressure. Organization Science, 23(1), 155-176.  

Oliver, C. (1991). Strategic responses to institutional processes. Academy of Management Review, 16(1), 145-179.  
Oliver, C., & Holzinger, I. (2008). The effectiveness of strategic political management: A dynamic capabilities 

framework. Academy of Management Review, 33(2), 496-520.  
Orlitzky, M., Schmidt, F. L., & Rynes, S. L. (2003). Corporate social and financial performance: A meta-analysis. 

The Journal of investing, 24(3), 403-441.  
Orlitzky, M., Siegel, D. S., & Waldman, D. A. (2011). Strategic corporate social responsibility and environmental 

sustainability. Business & Society, 50(1), 6-27.  
Parsons, T. (1960). Pattern variables revisited: A response to Robert Dubin. American sociological review, 25(4), 467-

483.  
Peng, M. W., & Luo, Y. (2000). Managerial ties and firm performance in a transition economy: The nature of a 

micro-macro link. Academy of management journal, 43(3), 486-501.  
Peng, M. W., Sunny Li Sun, Brian Pinkham, and Hao Chen. (2009). The institution-based view as a third leg for 

a strategy tripod. Academy of Management Perspectives, 23(3), 63-81.  
Peng, M. W., Yuan Li, En Xie, and Zhongfeng Su. (2010). CEO duality, organizational slack, and firm 

performance in China. Asia Pacific Journal of Management, 27(4), 611-624.  
Petersen, H. L., & Vredenburg, H. (2009). Morals or economics? Institutional investor preferences for corporate 

social responsibility. Journal of business Ethics, 90(1), 1.  
Plumlee, M., Brown, D., Hayes, R. M., Marshall, R. S., & policy, p. (2015). Voluntary environmental disclosure 

quality and firm value: Further evidence. Journal of Accounting, 34(4), 336-361.  
Pujari, D., Peattie, K., & Wright, G. (2004). Organizational antecedents of environmental responsiveness in 

industrial new product development. Industrial Marketing Management, 33(5), 381-391.  
Pukthuanthong, K., Ullah, S., Walker, T. J., & Zhang, J. J. M. F. (2018). Conflict-induced forced CEO turnover 

and firm performance. Managerial Finance.  
Qian, Y., & Weingast, B. R. (1997). Federalism as a commitment to reserving market incentives. Journal of 

Economic perspectives, 11(4), 83-92.  
Quigley, T. J., & Hambrick, D. C. (2012). When the former CEO stays on as board chair: Effects on successor 

discretion, strategic change, and performance. Strategic Management Journal, 33(7), 834-859.  
Ramadhini, A., Adhariani, D., & Djakman, C. D. (2020). The effects of external stakeholder pressure on CSR 

disclosure: Evidence from Indonesia. DLSU Business Economics Review, 29(2), 29-39.  
Rao, K., & Tilt, C. (2016). Board diversity and CSR reporting: an Australian study. Meditari Accountancy Research.  
Rasche, A., Baur, D., van Huijstee, M., Ladek, S., Naidu, J., Perla, C., . . . Zhang, M. (2008). Corporations as 

political actors–A report on the first Swiss master class in corporate social responsibility. Journal of 
business Ethics, 80(2), 151.  

Rauf, F., Cosmina L. Voinea, Khwaja Naveed, and Cosmin Fratostiteanu. (2021). CSR Disclosure: Effects of 
Political Ties, Executive Turnover and Shareholder Equity. Evidence from China. Sustainability, 13(7), 
3623.  

Rauf, F., Cosmina L. Voinea, Nadine Roijakkers, Khwaja Naveed, Hammad Bin Azam Hashmi, and Tayyaba 
Rani (2021). How executive turnover influences the quality of corporate social responsibility disclosure? 
Moderating role of political embeddedness: evidence from China. Eurasian Business Review, 4, 1-25.  

Rauf, F., Cosmina Lelia Voinea, Hammad Bin Azam Hashmi, and Cosmin Fratostiteanu. (2020). Moderating 
Effect of Political Embeddedness on the Relationship between Resources Base and Quality of CSR 
Disclosure in China. Sustainability, 12(8), 3323.  



 

    95 
 

Reid, E. M., & Toffel, M. W. (2009). Responding to public and private politics: Corporate disclosure of climate 
change strategies. Strategic Management Journal, 30(11), 1157-1178.  

Reitenga, A. L., & Tearney, M. G. (2003). Mandatory CEO retirements, discretionary accruals, and corporate 
governance mechanisms. Journal of Accounting, Auditing Finance, 18(2), 255-280.  

Reitenga, A. L., Tearney, M. G., & Finance. (2003). Mandatory CEO retirements, discretionary accruals, and 
corporate governance mechanisms. Journal of Accounting, Auditing, 18(2), 255-280.  

Reverte, C. (2009). Determinants of corporate social responsibility disclosure ratings by Spanish listed firms. 
Journal of business Ethics, 88(2), 351-366.  

Reverte, C. (2012). The impact of better corporate social responsibility disclosure on the cost of equity capital. 
Corporate Social Responsibility Environmental Management, 19(5), 253-272.  

Rinaldo, D., & Puspita, V. A. (2020). Independent Parties in Minimizing Agency Problem in Indonesia: An 
Alternative Model. HOLISTICA–Journal of Business Public Administration, 11(1), 13-28.  

Roberts, R. W., & society. (1992). Determinants of corporate social responsibility disclosure: An application of 
stakeholder theory. Accounting, Organizations, 17(6), 595-612.  

Rothenberg, S., Clyde Eiríkur Hull, and Zhi Tang. (2017). The impact of human resource management on 
corporate social performance strengths and concerns. Business & Society, 56(3), 391-418.  

Said, R., Zainuddin, Y. H., & Haron, H. (2009). The relationship between corporate social responsibility 
disclosure and corporate governance characteristics in Malaysian public listed companies. Social 
Responsibility Journal.  

Salama, A., Anderson, K., & Toms, J. (2011). Does community and environmental responsibility affect firm 
risk? Evidence from UK panel data 1994–2006. Business ethics: a European review, 20(2), 192-204.  

Salehi, M., Mahmoud Lari DashtBayaz, and Sohila Khorashadizadeh. (2018). Corporate social responsibility and 
future financial performance. EuroMed Journal of Business, 13(3), 351-371.  

Schaap, D. (2020). Police trust-building strategies. A socio-institutional, comparative approach. Policing Society, 5, 
1-17.  

Schepker, D. J., Kim, Y., Patel, P. C., Thatcher, S. M., & Campion, M. C. (2017). CEO succession, strategic 
change, and post-succession performance: A meta-analysis. Journal The Leadership Quarterly, 28(6), 701-
720.  

Scott, M., Balaev, M., & Clarke, B. (2018). Political embeddedness in environmental contexts: the intersections 
of social networks and planning institutions in coastal land use. Environmental Sociology, 4(2), 286-298.  

Seifert, B., Morris, S. A., Bartkus, B. R., & society. (2004). Having, giving, and getting: Slack resources, corporate 
philanthropy, and firm financial performance. Academy of Management Review, 43(2), 135-161.  

Sharma, S. (2000). Managerial interpretations and organizational context as predictors of corporate choice of 
environmental strategy. Academy of management journal, 43(4), 681-697.  

Shen, W., & Cannella Jr, A. A. (2002). Revisiting the performance consequences of CEO succession: The 
impacts of successor type, postsuccession senior executive turnover, and departing CEO tenure. Academy 
of management journal, 45(4), 717-733.  

Shen, W., & Cho, T. S. (2005). Exploring involuntary executive turnover through a managerial discretion 
framework. Academy of Management Review, 30(4), 843-854.  

Shleifer, A., & Vishny, R. W. (1994). Politicians and Firms, The Quarterly Journal of Economics.  
Short, J. L., & Toffel, M. W. (2008). Coerced confessions: Self-policing in the shadow of the regulator. The 

Journal of Law, Economics, & Organization, 24(1), 45-71.  
Shu, P.-G., & Chiang, S.-J. (2020). The impact of corporate governance on corporate social performance: Cases 

from listed firms in Taiwan. Pacific-Basin Finance Journal, 61, 101332.  
Sial, M. S., Chunmei Zheng, Nguyen Vinh Khuong, Tehmina Khan, and Muhammad Usman. (2018). Does firm 

performance influence corporate social responsibility reporting of Chinese listed companies? 
Sustainability, 10(7), 2217.  

Sial, M. S., Zheng, C., Khuong, N. V., Khan, T., & Usman, M. (2018). Does firm performance influence 
corporate social responsibility reporting of Chinese listed companies? Sustainability, 10(7), 2217.  



 

    96 
 

Siegel, D. S., & Vitaliano, D. F. (2007). An empirical analysis of the strategic use of corporate social 
responsibility. Journal of Economics Management Strategy, 16(3), 773-792.  

Simpson, W. G., & Kohers, T. (2002). The link between corporate social and financial performance: Evidence 
from the banking industry. Journal of business Ethics, 35(2), 97-109.  

Snider, J., Hill, R. P., & Martin, D. (2003). Corporate social responsibility in the 21st century: A view from the 
world's most successful firms. Journal of business Ethics, 48(2), 175-187.  

Sufian, M. A., & Zahan, M. (2013). Ownership structure and corporate social responsibility disclosure in 
Bangladesh. International Journal of Economics Financial Issues, 3(4), 901.  

Sun, P., Mellahi, K., & Thun, E. (2010). The dynamic value of MNE political embeddedness: The case of the 
Chinese automobile industry. Journal of International Business Studies, 41(7), 1161-1182.  

Sun, Q., Tong, W. H., & Tong, J. (2002). How does government ownership affect firm performance? Evidence 
from China’s privatization experience. Journal of Business Finance Accounting, 29(1‐2), 1-27.  

Sun, W., Zhao, C., & Cho, C. H. (2019). Institutional transitions and the role of financial performance in CSR 
reporting. Corporate Social Responsibility and Environmental Management, 26(2), 367-376.  

Surroca, J., Tribó, J. A., & Waddock, S. (2010). Corporate responsibility and financial performance: The role of 
intangible resources. Strategic Management Journal, 31(5), 463-490.  

Talmud, I., & Mesch, G. S. (1997). Market embeddedness and corporate instability: the ecology of inter-
industrial networks. Social Science Research, 26(4), 419-441.  

Thorne, L., Lois S. Mahoney, Kristen Gregory, and Susan Convery. (2017). A comparison of Canadian and US 
CSR strategic alliances, CSR reporting, and CSR performance: Insights into implicit–explicit CSR. Journal 
of business Ethics, 143(1), 85-98.  

Tsai, K. S. (2007). Capitalism without democracy: The private sector in contemporary China. Cornell University Press.  
Tsamenyi, M., & Uddin, S. (2008). Introduction to corporate governance in less developed and emerging 

economies. Research in Accounting in Emerging Economies, 8(1), 1-11.  
Tschopp, D., and Ronald J. Huefner. (2015). Comparing the Evolution of CSR Reporting to that of Financial 

Reporting. Journal of business Ethics, 127(3), 565-577.  
Tschopp, D., & Huefner, R. (2015). Comparing the evolution of CSR reporting to that of financial reporting. 

Journal of business Ethics, 127(3), 565-577.  
Tu, G., Lin, B., Liu, F., & Policy, P. (2013). Political connections and privatization: Evidence from China. Journal 

of Accounting, 32(2), 114-135.  
Uddin, S., & Choudhury, J. (2008). Rationality, traditionalism and the state of corporate governance 

mechanisms: Illustrations from a less‐developed country. Accounting, auditing & accountability journal.  
Van de Ven, W. P., & Van Praag, B. M. (1981). The demand for deductibles in private health insurance: A probit 

model with sample selection. Journal of econometrics, 17(2), 229-252.  
Van der Laan Smith, J., Ajay Adhikari, and Rasoul H. Tondkar. (2005). Exploring differences in social 

disclosures internationally: A stakeholder perspective. Journal of Accounting and Public Policy, 24(2), 123-151.  
Vancil, R. F. (1987). Passing the baton: Managing the process of CEO succession. Harvard Business School Pr.  
Velte, P. (2017). Does board composition have an impact on CSR reporting? Problems and Perspectives in 

Management, 15(2), 19-35.  
Vo, X. V. (2020). Foreign investors and stock price crash risk: Evidence from Vietnam. International Review of 

Finance, 20(4), 993-1004.  
Voinea, C. L., Logger, M., Rauf, F., & Roijakkers, N. (2019). Drivers for sustainable business models in start-

ups: Multiple case studies. Sustainability, 11(24), 6884.  
Voinea, C. L., & van Kranenburg, H. (2018). Feeling the squeeze: Nonmarket institutional pressures and firm 

nonmarket strategies. Management International Review, 58(5), 705-741.  
Wahab, E. A. A., Jamaludin, M. F., Agustia, D., & Harymawan, I. (2020). Director networks, political 

connections, and earnings quality in Malaysia. Management Organization Review, 16(3), 687-724.  
Walker, E. T., & Rea, C. M. (2014). The political mobilization of firms and industries. Annual review of sociology, 

40, 281-304.  



 

    97 
 

Wang, H., & Qian, C. (2011). Corporate philanthropy and corporate financial performance: The roles of 
stakeholder response and political access. Academy of management journal, 54(6), 1159-1181.  

Wang, J., Mi Zhou, Lijun Lei, and Weiguo Fan. (2016). Corporate social responsibility reporting, pyramidal 
structure and political interference: evidence from China. Journal of Applied Business Research, 32(2), 703-
718.  

Wang, J., Song, L., & Yao, S. (2013). The determinants of corporate social responsibility disclosure: evidence 
from China. Journal of Applied Business Research, 29(6), 1833-1848.  

Wang, Q., Tak-Jun Wong, and Lijun Xia. (2008). State ownership, the institutional environment, and auditor 
choice: Evidence from China. Journal of accounting and Economics, 46(1), 112-134.  

Wang, S. T., rl K., Ting, SK and ashley, D. (2000). evaluation and management of political risks in China’s BoT 
projects. Journal of Construction Engineering Management-ASCE, 126(3), 242-250.  

Wang, X., Lai, W., Song, X., & Lu, C. J. I. j. o. e. r. (2018). Implementation Efficiency of Corporate Social 
Responsibility in the Construction Industry: A China Study. International journal of environmental research 
public health, 15(9), 2008.  

Wang, Y., Ma, J., & Wang, T. (2021). Do all female directors have the same impact on corporate social 
responsibility? The role of their political connection. Asia Pacific Journal of Management, 1-28.  

Wang, Z., Reimsbach, D., & Braam, G. (2018). Political embeddedness and the diffusion of corporate social 
responsibility practices in China: A trade-off between financial and CSR performance? Journal of cleaner 
production, 198, 1185-1197.  

Warner, J. B., Watts, R. L., & Wruck, K. H. (1988). Stock prices and top management changes. Journal of Financial 
Economics, 20, 461-492.  

Wasserman, N. (2003). Founder-CEO succession and the paradox of entrepreneurial success. Journal of 
Organization Science, 14(2), 149-172.  

Weber, K., Davis, G. F., & Lounsbury, M. (2009). Policy as myth and ceremony? The global spread of stock 
exchanges, 1980–2005. Academy of management journal, 52(6), 1319-1347.  

Weyzig, F. (2009). Political and economic arguments for corporate social responsibility: Analysis and a 
proposition regarding the CSR agenda. Journal of business Ethics, 86(4), 417-428.  

Whelan, G. (2012). The political perspective of corporate social responsibility: A critical research agenda. Business 
ethics quarterly, 22(4), 709-737.  

Whelan, G., Muthuri, J., & Society. (2017). Chinese state-owned enterprises and human rights: The importance 
of national and intra-organizational pressures. Business & Society, 56(5), 738-781.  

Williams, S. M., and Carol-Anne Ho Wern Pei. (1999). Corporate social disclosures by listed companies on their 
web sites: an international comparison. The international journal of accounting, 34(3), 389-419.  

Williamson, O. E. (1994). Visible and invisible governance. The American Economic Review, 84(2), 323-326.  
Wiseman, J. (1982). An evaluation of environmental disclosures made in corporate annual reports. Accounting, 

organizations and society, 7(1), 53-63.  
Wong, S. H.-W. (2010). Political connections and firm performance: The case of Hong Kong. Journal of East 

Asian Studies, 10(2), 275-314.  
Wu, S., Hongjie Zhang, and Taoyuan Wei. (2021). Corporate Social Responsibility Disclosure, Media Reports, 

and Enterprise Innovation: Evidence from Chinese Listed Companies. Sustainability, 13(15), 8466.  
Wu, W., Wu, C., & Rui, O. M. (2012). Ownership and the value of political connections: Evidence from China. 

European Financial Management, 18(4), 695-729.  
Wu, W., Wu, C., Zhou, C., & Wu, J. (2012). Political connections, tax benefits and firm performance: Evidence 

from China. Journal of accounting Public Policy, 31(3), 277-300.  
Xia, B., Olanipekun, A., Chen, Q., Xie, L., & Liu, Y. (2018). Conceptualising the state of the art of corporate 

social responsibility (CSR) in the construction industry and its nexus to sustainable development. Journal 
of cleaner production, 195, 340-353.  

Xiong, R., Wei, P., Yang, J., & Cristofini, L. A. (2020). Impact of top executive turnover on firms’ R&D 
investment: evidence from China. Innovation, 1-25.  



 

    98 
 

Xu, B., & Zeng, T. (2016). Profitability, state ownership, tax reporting and corporate social responsibility: 
evidence from Chinese listed firms. Social Responsibility Journal(1), 23-31.  

Xu, S., Chen, X., Li, A., & Xia, X. (2020). Disclosure for whom? Government involvement, CSR disclosure and 
firm value. Emerging Markets Review, 44, 100717.  

Xu, S., Qiao, M., Che, B., & Tong, P. (2019). Regional Anti-Corruption and CSR Disclosure in a Transition 
Economy: The Contingent Effects of Ownership and Political Connection. Sustainability, 11(9), 2499.  

Yadav, V. (2011). Political parties, business groups, and corruption in developing countries. Oxford University Press.  
Yang, L., & Guo, Z. (2014). Evolution of CSR Concept in the West and China. International Review of Management 

Business Research, 3(2), 819.  
Yang, X., & Rivers, C. (2009). Antecedents of CSR practices in MNCs’ subsidiaries: A stakeholder and 

institutional perspective. Journal of business Ethics, 86(2), 155-169.  
Yang, Y., Orzes, G., Jia, F., & Chen, L. (2019). Does GRI sustainability reporting pay off? An empirical 

investigation of publicly listed firms in China. Business & Society, 0007650319831632.  
Yin, J. (2017). Institutional drivers for corporate social responsibility in an emerging economy: A mixed-method 

study of Chinese business executives. Business & Society, 56(5), 672-704.  
Yin, J., & Jamali, D. (2016). Strategic corporate social responsibility of multinational companies subsidiaries in 

emerging markets: Evidence from China. Long Range Planning, 49(5), 541-558.  
Yin, J., & Zhang, Y. (2012). Institutional dynamics and corporate social responsibility (CSR) in an emerging 

country context: Evidence from China. Journal of business Ethics, 111(2), 301-316.  
Yu, L., Daojuan Wang, and Qi Wang. (2018). The effect of independent director reputation incentives on 

corporate social responsibility: Evidence from China. Sustainability, 10(9), 3302.  
Yu, S., & Rowe, A. L. (2017). Emerging phenomenon of corporate social and environmental reporting in China. 

Sustainability Accounting, Management Policy Journal.  
Zajac, E. J., & Westphal, J. D. (1994). The costs and benefits of managerial incentives and monitoring in large 

US corporations: When is more not better? Strategic Management Journal, 15(S1), 121-142.  
Zeng, S., Xu, X., Dong, Z., & Tam, V. W. (2010). Towards corporate environmental information disclosure: an 

empirical study in China. Journal of cleaner production, 18(12), 1142-1148.  
Zhao, M. (2012). CSR-based political legitimacy strategy: Managing the state by doing good in China and Russia. 

Journal of business Ethics, 111(4), 439-460.  
Zheng, W., Singh, K., & Mitchell, W. (2015). Buffering and enabling: The impact of interlocking political ties on 

firm survival and sales growth. Strategic Management Journal, 36(11), 1615-1636.  
Zhou, C. (2019). Effects of corporate governance on the decision to voluntarily disclose corporate social 

responsibility reports: evidence from China. Applied Economics, 51(55), 5900-5910.  
Zhou, S., Quan, X., & Jiang, W. (2012). Corporate social responsibility and sustainable development in China: 

literature review and case analysis. Journal of Supply Chain Operations Management, 10(1), 54-65.  
Zhou, S., Zhu, J., & Zheng, G. (2021). Whom you connect with matters for transparency: Board networks, 

political embeddedness, and information disclosure by Chinese foundations. Nonprofit Management 
Leadership.  

Zhu, H., & Lin, Y. (2003). Wealth effect of senior executive turnover in China. Economic Science, 4(1), 85-94.  
Zhu, H., & Lin, Y. (2003). Wealth effect of senior executive turnover in China. Economic Science, 4, 85-94.  
Zhu, J., Jiang, D., Shen, Y., & Shen, Y. (2020). Does regional air quality affect executive turnover at listed 

companies in China? Journal of Economic Modelling.  
Zhuang, J. (1999). Some conceptual issues of corporate governance. Asian Deveoplment Bank, Manila, 13.  
Zu, L., and Lina Song. (2009). Determinants of managerial values on corporate social responsibility: Evidence 

from China. Journal of business Ethics, 88(1), 105-117.  

 

 

  



 

    99 
 

Summary  
Corporate social responsibility (CSR) has gained attention in business and economics research from the past few 
decades. CSR of a firm depicts its social behavior often adopted voluntarily and reported to be instrumental in the 
long-term interest of firms. The recent hype in the social expectations from the businesses has extended the 
implementation of CSR practices in the firms, resulting in an increased CSR disclosure in companies’ annual 
reports (Rao & Tilt, 2016). Essentially, businesses are accountable to their stakeholders for ensuring financial 
returns, adhering to laws and regulations, acting ethically, and preparing to perform voluntary activities. It is often 
deemed a response to the stakeholders’ concerns about businesses’ pursuit of profit at the cost of social and 
environmental degradation (Li et al., 2010). 
 Nevertheless, most studies concentrate on firms' disclosure practices in industrialized developed nations, and 
less focus has been given to the research on CSR disclosure in underdeveloped countries. In China, as a developing 
nation, CSR was first implemented in the 1990s, and it is now being expanded through permissible voluntary 
initiatives based on objective regulations. 
 With a rapid increase of CSR disclosure in developing countries, more attention is drawn to the extent to 
which this increase is influenced by corporate political embeddedness. This thesis focuses on the influence of 
executives’ characteristics on corporate social responsibility disclosure (CSR). We compiled all the data from the 
Chinese stock market and Accounting Research Database (CSMAR), which is the primary source of information 
for Chinese listed companies. If an executive has a long tenure in office, then the company will tend to disclose 
CSR disclosure information. CEOs who have extensive work experience can effectively perform in government 
regulations to obtain a reputation for the company. Senior executives who graduated in accounting, finance, and 
economics can learn from previous work experience or external education involving the financial expertise of 
senior executives. Such executives can rely on previous work experience to manage their business and learn from 
past mistakes. CEO age is uncorrelated with CSR disclosure. Researchers believe that top executives must be 
selected based on qualitative analysis and interviews from various aspects. Such an approach can help obtain 
information that satisfies the company characteristics, facilitates management, enhances business efficiency, and 
improves environmental performance. If investors use the information on CEO characteristics to invest in the 
company’s securities, then considerable information must be decided. Each business has a different operation. 
Good management that meets the requirements of a company helps enhance its performance in the future, reflect 
the market price of securities, and benefit investors. 
 My first study focuses on the role of political embeddedness in the relationship between resource base and 
CSR disclosure quality, using manually collected data of Chinese companies from 2010 to 2016. Political 
embeddedness has been evidenced to help companies gain various preferential treatments and resources for 
economic success, particularly in developing countries where political embeddedness is common and sometimes 
pervasive among businesses. However, research has so far paid little attention to the influence of political 
embeddedness on the rapidly increasing CSR disclosure in developing countries. The findings reveal that political 
embeddedness moderates the relationship between firms’ resource base and CSR disclosure quality, such that the 
effect of resource base on CSR quality was found to be weak for firms with a higher level of political embeddedness. 
This study contributed to the existing literature in several ways. Firstly, this study has identified the non-financial 
factor of political embeddedness affecting the involvement of Chinese firms in CSR disclosure. It may help 
policymakers to realize the importance of political embeddedness in influencing firms’ decisions related to CSR 
disclosure. Secondly, this study has determined a comprehensive measure of political embeddedness by 
incorporating both government ownership and political connections. Finally, this study contributed in 
understanding the effects of political embeddedness on the disclosure practices of the firms in the Chinese 
governance system.  
 The government’s influence on CSR become stronger via political connections with top leaders in companies, 
and in response, companies sought to use CSR information disclosure as a political legitimacy tool not only to 
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meet the expectation and political will but also to reduce political risk and the likelihood of being targeted by the 
anti-corruption campaign. For developing countries such as China, the government has played an increasingly 
critical role in social and economic activities. It is important to understand this role and its impact on the business 
sector and their motives for change. Given that the overall quality of CSR disclosure is still relatively low in China 
and other developing countries, it is vital to understand the social-political context of environmental disclosure 
development in a particular country setting when providing practical suggestions. With the political environment 
becoming tighter and CSR disclosure decisions being increasingly politicized in the country context, it has never 
been more crucial to obtain government support for improving CSR and disclosure. However, the increasing 
political influence, although in the positive vein for CSR disclosure at present, could limit the real improvement 
in CSR reporting and accountability as the ultimate receiver/stakeholder of these CSR reports is the government 
authority. The increasingly centralized power after the leadership change in China might limit politically connected 
firms’ ability to develop their own responsibility culture, strategies environmental management, question key 
environmental activities, and engage a wider range of stakeholders. Under these circumstances, the future 
development and improvement of CSR disclosure may be constrained. 
 In the second research paper, we have studied the relationship between executive turnover (ET) and quality 
of corporate social responsibility disclosure (CSR) disclosure at the firm level. The role of political embeddedness 
(PE) in the association between ET and CSR disclosure quality in Chinese listed A-share firms is also inspected. 
We employed 20,850 firm’s/year observations between 2010 and 2016.we reflect on the normative stakeholder 
theory of CSR disclosure to discern the moral hazard and adverse selection agency problems in the interplay 
between ET, PE, and CSR disclosure. The departing and incoming executives’ traits are likely to influence the 
CSR disclosure quality due to many reasons. Firstly, an incoming executive from outside of the firm will plausibly 
apply adjustments and modifications in contrast to an internal replacement whereby the status quo is more 
plausible to be maintained (Cao et al., 2006; Donald L Helmich & Warren B Brown, 1972). Secondly, an internal 
replacement is more likely for a smooth transition of authority and there will be a little possibility of release of a 
poor report connoted with the departing executive (Vancil, 1987; HJ Zhu & Y Lin, 2003). Terminating these kinds 
of executives might be expensive as there is a probability of losing advantages related to the PE of the departing 
executive. In addition, there is a plausible risk of retaliation on part of the involuntarily relieved executive. For 
instance, a typical type of reprisal is to make a fraudulent allegation against the controlling investor of the firm 
through associations in the lawful/approach division. Such news contrarily affects the company's stock cost and 
provider/client relations, bringing about financial misfortunes and extraordinary cases of loss of command over 
the firm (Cao et al., 2017; Marquis & Qian, 2014). Since political associations can bring a kind of leverage to the 
firm, the accrued risks attached with forced turnover can be catered through substitution with an alternate source 
of leverage. Therefore, the alternate source of political connectedness may substitute for the turnover of PE 
Executives. For instance, Firms connected with governments through different individuals on their sheets or an 
incoming replacement with political connectedness can prove to be an apt substitute for the departing and 
politically connected executive (Chen et al., 2011). The analysis here offers a valuable contribution to the 
stakeholder theory of CSR disclosure whereby executive turnover proves to be potent in invigorating agency 
problems amongst different stakeholders. The results of Internal Replacement and external replacement in the 
premise of political embeddedness illustrate the negative impacts of agency problems on the CSR disclosure quality. 
These findings are further strengthened by the results associated with the presence and absence of APE. We also 
investigated the extent to which political embeddedness (whether an executive is holding a public office or has 
experience as a government official) has any relation with the quality of CSR disclosure. 
 The findings are useful for providing an insight into sustainable implementation for CSR disclosure when 
facing executive turnover. The causes of executive turnover are concatenated with organizational governance and 
strategic management hence improving corporate governance is significantly and positively related to CSR. That 
suggests that corporate governance reform can incite firms to act under social and environmental objectives, 
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especially in China where poor corporate governance and inefficient legal system have been documented (Chang 
& Wong, 2009; Firth et al., 2006).  
 Firms follow different standards and are affected by different industry practices. Investors’ demand for CSR 
disclosure is indisputable, but still, many firms struggle to transform. In our study, we suggest that this disclosure 
inertia is partially related to managers’ practices of recycling prior statements and that an executive replacement is 
a mechanism which interrupts the pattern. Despite the prevalence and economic significance of CSR activities, 
firms’ motives for engaging in such activities remain the subject of great academic debate (Bénabou & Tirole, 
2010; Margolis et al., 2007). There are many other factors that contribute to an executive leaving a firm, either by 
choice or by force. For instance, Barrett (2011) notes that CEO age is a factor with CEOs either choosing to retire 
as their age advances or are required to step down to comply with mandatory retirement ages imposed by the 
company’s board. Studies indicate that firm performance is negatively related to executive turnover (see, for 
instance, Warner et al. (1988)) however this relationship is complex (Barrett, 2011; Warner et al., 1988). 
 Usually, poor profitability is a significant factor in deciding the forced turnover of the top executives (Chang 
& Wong, 2009; Firth et al., 2006; Gilson, 1990; Huson et al., 2001; Lausten, 2002; F. Rauf, Cosmina L. Voinea, 
Nadine Roijakkers, Khwaja Naveed, Hammad Bin Azam Hashmi, and Tayyaba Rani 2021). In the recent literature 
on environmental management, it is found that the negative role played by the executive after the forced turnover 
is linked with the CSR disclosure quality and is reported to be affected by the shareholding status of the departing 
CEO. Extending the previous study, we have studied the influence of firm-level political ties (PT) and executive 
turnover (ET) on the quality of CSR disclosure in the context of the shareholding status of departing executives 
in Chinese listed A-share firms. Stakeholder and Agency theories are applied to the dissemination of CSR 
disclosures in Chinese firms whereby we used 20,578 firm-years interpretations of Chinese registered companies 
between 2012 and 2019. The results foster a negative link between executive turnover and the quality of CSR 
disclosures. In addition, a negative relationship has been found between political ties and the quality of CSR 
disclosure. The findings disclose that the shareholding status of departing executive moderate the relationship 
between the impact of political ties and executive turnover on firms quality of CSR disclosure, whilst the effect of 
executive turnover on the quality of CSR disclosure was found more pronounced for firms whose departing 
executive held larger shareholding (SH). 
 When the CEO is on a decisive position on board, they tend to be more cautious to disclose CSR information. 
They might only report positive activities and out guard negative news to protect management reputation and 
capability. Besides that they avoid to disclose any negative news referring CSR to prevent shareholders engagement. 
Firm success has shown a positive impact on CSR transparency. 
 The last paper studies the effects of a firm’s financial performance (FP) and chief executive officer’s (CEO) 
duality on the quality of corporate social responsibility (CSR) disclosure in the context of State-Owned Enterprises 
(SOEs) among Chinese A-share registered companies. Our database includes all CSR reports issued by the 
approximately 1,600 publicly listed Chinese firms between 2014 and 2019 from the business firm's records and 
websites with 3,289 firms’ year observation. This research analyzed the outcomes of CEO duality and 
organizational performance on the quality of CSR disclosure in terms of disclosure frequency and the moderating 
role of SOEs firms in China. The finding supports prior works that the dual appointment gives more power to 
the individual and does not favor CSR disclosure (Dahya et al., 1998; Goyal & Park, 2002) the study's findings 
show a negative relationship between chief executive officer duality and CSR disclosure. Even though Chinese 
regulators have attempted to promote CSR procedures, a low success rate prevails (Lu, 2009).  
 Our findings also indicate that organizations are interested in the disclosure of their CSR operations, that the 
level of CSR disclosure is higher when they perform well, and that state-owned firms have a regulatory influence 
on the relationship between CEO duality, company success, and CSR disclosure. The relation between the 
company's success and the possibility of CSR disclosure and its quality is stronger among NSOEs than SOEs. 

 


