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IS CORPORATE GOVERNANCE
A SIGNIFICANT FACTOR
IN CORPORATE SOCIAL
RESPONSIBILITY DISCLOSURE?
INSIGHTS FROM CHINA

Abstract

This comprehensive study delves into the intricate relationship between corporate gov-
ernance and Corporate Social Responsibility Disclosure (CSRD) within the framework
of China’s institutional landscape. By analyzing an extensive dataset comprising 35,435
firm-year observations from 3,889 A-share listed companies spanning the years 2006
to 2019, the research scrutinizes various governance mechanisms, including board size,
independence, CEO duality, and ownership concentration.

The investigation affirms that larger boards and a higher proportion of independent di-
rectors exert a positive influence on CSRD. In contrast, a substantial shareholding ratio
held by the largest shareholder proves to be a hindrance to the transparent disclosure
of CSR initiatives. While the impact of CEO duality on CSRD is noted, the statistical
significance of this relationship remains inconclusive.

These findings underscore the nuanced dynamics of governance and ownership struc-
tures in shaping CSR initiatives. The findings highlight the nuanced impact of gover-
nance and ownership structures on CSR initiatives, offering valuable insights for man-
agers and policymakers navigating CSR strategies in China’s business landscape. The
insights garnered from this study hold valuable implications for both corporate man-
agers and policymakers navigating the landscape of CSR strategies within the unique
contours of China’s business environment.

Keywords corporate governance, corporate social responsibility,

corporate sustainability-related disclosure, board
composition, board independence, ownership
concentration, non-financial reporting, sustainability
reporting

JEL Classification G34, M14, M41

INTRODUCTION

Corporate Social Responsibility (CSR) has emerged as a pivotal concept
within the domain of corporate governance, reflecting a trajectory of
growing significance and origination (Pucheta-Martinez & Gallego-
Alvarez, 2018). The disclosure of CSR practices serves as a mechanism
for companies to communicate their social initiatives to diverse stake-
holders, concurrently identifying societal priorities (Hussain et al.,
2018; Pasko, Chen, Proskurina, et al., 2021; Searcy & Buslovich, 2014).
In tandem, the efficacy of corporate governance structures hinges not
only on facilitating the harmonious coordination of stakeholder inter-
ests but also on establishing an advanced mechanism for CSR disclo-
sures, ensuring veracious, qualitative, relevant, and reliable reporting
(Al Fadli et al., 2022).
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The practice of Corporate Social Responsibility Disclosures (CSRD) has witnessed proliferation in the
last decade, becoming a prevalent norm, albeit not universally established across all business strata
(Pasko, Lagodiienko, et al., 2022). Consequently, a judicious examination of how governance compo-
nents influence corporate social reporting practices, particularly disclosures, becomes imperative (Al
Fadli et al., 2022; Oh et al., 2018).

As a pivotal facet of corporate governance, the board of directors assumes a crucial role in aligning the
management of a firm’s goals with those of stakeholders (Pasko, Chen, et al., 2022; Zaman et al., 2020).
CSR, being determined and decided upon by the highest echelon of power within the company - the
board of directors — implies that the characteristics of this governing body profoundly impact CSR dis-
closures (CSRD) (Aureli et al., 2020; Manning et al., 2019; Pasko, Zhang, et al., 2021; Tibiletti et al., 2020).

Another fundamental corporate governance mechanism lies in the ownership structure of a company,
believed to exert influence on both the extent and quality of disclosures (Abdullah et al., 2011; Al Fadli
et al., 2022). The variety of ownership types and their combinations are posited to have divergent effects
on decision making, strategies, policies, and different types of information disclosure, thereby elevating
the threshold of legitimacy (Haniffa & Cooke, 2005; Subramaniam et al., 2023). Moreover, the owner-
ship structure significantly influences the level of CSR activity undertaken by a company (Alodat et al.,
2023; Subramaniam et al., 2023).

Despite advances in understanding the influence of corporate governance on CSR disclosure, there
remains a need for more comprehensive and nuanced investigations into this relationship (Walls et
al., 2012). A comprehensive understanding necessitates a detailed exploration of the interplay between
corporate governance features and the extent of CSR disclosure. The prevailing body of research has
generated contradictory evidence, primarily within established institutional environments. However,
significant research gaps persist in contexts where information disclosure is either absent, poorly struc-
tured, symbolic, or misaligned with business objectives (Diaz-Sarachaga, 2021; Emma & Jennifer, 2021).
The proliferation of conceptual frameworks for CSR disclosure, each serving varied purposes, poses an-
other challenge to forming a holistic picture, demanding focused attention on higher quality and more
consistent CSR disclosure. Consequently, there is a call for further research examining the instrumental
role of corporate governance features in facilitating superior-quality CSR disclosure (Alodat et al., 2023;
Giannarakis, 2014; Khan et al., 2013; Subramaniam et al., 2023).

1. LITERATURE REVIEW

and divergent interests between principals (share-
holders) and agents (managers) (Habbash, 2016;

The concept of Corporate Social Responsibility
(CSR) is intricately tied to a myriad of theories, in-
cluding but not exclusively limited to agency the-
ory, institutional theory, legitimacy theory, stake-
holder theory, and stewardship theory (Ali et al.,
2022; Zaid et al.,, 2019). Among these, stakehold-
er theory, legitimacy theory, and agency theory
emerge prominently in the literature to elucidate
the nexus between corporate governance features
and CSR disclosure (Hussain et al., 2018).

Agency theory endeavors to explicate the conflict-
ing relationships between managers and share-
holders, presuming the existence of information
asymmetry, opportunistic behavior by the agent,
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Hussain et al., 2018; Zaid et al., 2019). The phe-
nomenon of “agency conflict” arises when the
agent prioritizes personal interests over share-
holder interests, stemming from the division be-
tween ownership and management. Corporate
governance mechanisms are designed to mitigate
this conflict between managers and owners.

From a CSR perspective, managers may exces-
sively invest in CSR for self-interests, such as per-
sonal reputation and media popularity, diverting
resources without maximizing shareholder profits
(Chintrakarn etal., 2016; Ness & Mirza, 1991). This
self-interested disclosure of social information is
posited to enhance management welfare (Ness &

http://dx.doi.org/10.21511/imfi.21(1).2024.06
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Mirza, 1991). Additionally, agency theory explains
voluntary CSR disclosure as a means to alleviate
information asymmetry, reduce opportunistic be-
havior, and lower capital costs (Mio et al., 2020;
Pasko, Zhang, et al., 2021; Tyson & Adams, 2019).

Stakeholder theory asserts that companies face es-
calating pressure from stakeholders for corporate
sustainability, with the board of directors serv-
ing as a pivotal stakeholder tasked with aligning
management goals with the diverse objectives of
stakeholders (Ali et al., 2022; Garas & ElMassah,
2018). Legitimacy theory contends that companies
disclose CSR information in response to public
expectations, particularly under pressure, but its
predictive power diminishes with the prevalence
of mandatory CSR disclosures (Jeroh, 2020; Syed
& Butt, 2017; Mio et al., 2020).

It is imperative to acknowledge that no single the-
ory in isolation comprehensively explains the intri-
cate relationships within the investigated issue, as
“no single theory fully accounts for all the hypoth-
esized relationships” (Hussain et al., 2018, p. 411).

Grounded in the three prominent theories and
a meticulous review of existing literature, this
study focuses on five key indicators for analysis:
board size, independent directors, CEO duality,
and equity concentration. These indicators, fre-
quently employed in prior research, encompass
governance structure (board size, independent
directors, CEO duality) and ownership structures
(equity concentration). The examination of owner-
ship structure is particularly crucial in the context
of the jurisdiction under scrutiny — China.

1.1. Board size and availability
of CSRD

Board size stands out as one of the pivotal features
of the board of directors, underlining its signifi-
cance in the governance structure (Tibiletti et al.,
2020). The number of directors comprising the
board is posited to exert a direct influence on its
functionality and overall corporate efficiency (Ali
& Ayoko, 2020; Alrowwad et al., 2022; Raboshuk
et al., 2023; Tibiletti et al., 2020). The rationale be-
hind this assertion lies in the notion that board
size unleashes the reservoir of expertise within
the board. Intuitively, a larger board is presumed

http://dx.doi.org/10.21511/imfi.21(1).2024.06

to possess a greater pool of expertise, enhancing
its ability to arrive at necessary and timely deci-
sions, even in the absence of external input (Ali &
Ayoko, 2020; Tibiletti et al., 2020). Furthermore, a
sizable board of directors is believed to be more
adept at formulating a diverse array of corporate
strategies and exerting effective oversight on the
CEO, diminishing the prominence of this corpo-
rate role (Ali & Ayoko, 2020; Tibiletti et al., 2020).

1.2. Independent directors on board
and presence of CSRD

Independent directors, typically mandated by
corporate governance codes, play a pivotal role in
domains prone to heightened conflict of interests.
They commonly serve on committees dedicated
to remuneration, financial control, and nomina-
tion, adhering to established governance principles
(Giannarakis, 2014). Furthermore, independent di-
rectors emerge as champions of enhanced CSR dis-
closure, driven by their diminished susceptibility to
influence from insider managers, their stakeholder-
oriented perspective, and their commitment to pre-
serving their reputation (Hussain et al., 2018; Kilig
et al., 2021; Michelon & Parbonetti, 2012).

1.3. CEO duality and availability
of CSRD

The overwhelming consensus among researchers
posits that CEO duality serves as a factor dimin-
ishing board independence. The amalgamation of
CEO and chairman positions within one individu-
al disperses authority and has the potential to dis-
rupt the prevailing equilibrium between manage-
rial and stakeholder interests. This, in turn, might
diminish the board’s inclination to invest and es-
calate CSR disclosure (Kilig et al., 2021; Mallin &
Michelon, 2011; Naciti, 2019; Walls et al., 2012).

1.4. Equity concentration
and presence of CSRD

A company is subject to influence from various
stakeholders based on the shareholding percent-
age held by specific groups or individuals. When
a shareholder wields significant influence over the
company’s operations, the perspectives and ap-
proaches of this entity play a crucial role, extend-
ing to CSR disclosure considerations (Bian et al.,
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2023; Cullinan et al., 2012; Nguyen et al., 2022;
Pasko, Chen, Birchenko, et al., 2021). For instance,
empirical evidence from the People’s Republic of
China indicates that a substantial ownership con-
centration provides fewer incentives for enhanc-
ing reporting quality, including CSR disclosure
(Chen et al., 2001). Lin and Liu (2009) further ex-
emplify, drawing from the Chinese context, that
firms with a significant ownership concentration
in China displayed less concern for the quality
of their reporting, evident in their engagement
with lower-quality auditors (Lin & Liu, 2009).
Additionally, studies by Cullinan et al. (2012) and
Pasko, Chen, Birchenko, et al. (2021) reveal a nega-
tive relationship between the shareholding ratio of
the largest stakeholder and accounting conserva-
tism - a distinct indicator of quality, particularly
in financial reporting (Cullinan et al., 2012; Pasko,
Chen, Birchenko, et al., 2021).

Therefore, the aim of this study is to examine the
influence of governance mechanisms, encompass-
ing both governance and ownership structures, on
the occurrence of CSRD.

Based on the above-mentioned extent literature
review and rationales within it, this study puts for-
ward the following hypotheses:

HI: There is a positive relationship between
board size and the occurrence of CSRD.

H2: There is a positive relationship between the
proportion of independent directors on the
board and the occurrence of CSRD.

H3: There is a negative relationship between
CEO duality and the occurrence of CSRD.

H4:  There is a negative relationship between the
shareholding ratio of the largest shareholder
and the occurrence of CSRD.

2. METHODS

2.1. Data

To enhance the relevance of this study, the study fo-
cuses on Chinese listed companies, the largest de-
veloping country, as its primary subject. Utilizing
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the CSM AR database, comprehensive research data
on Chinese listed companies, encompassing finan-
cial information, corporate governance details, and
social responsibility data, is made available, facili-
tating an in-depth investigation into the relation-
ship between corporate governance and Corporate
Social Responsibility Disclosure (CSRD). The study
spans from 2006 to 2019, capturing data from
China’s listed A-share companies during this pe-
riod, totaling 3,889 companies and 35,435 observa-
tions. Encompassing all industries of Chinese listed
companies, the sample consists of 19 industries, ac-
knowledging the unbalanced panel resulting from
companies being listed at various times.

Appendix Al illustrates significant variations in
the number of companies across diverse industries.
Notably, the manufacturing industry constitutes
the majority, with 22,258 observations, represent-
ing 62.81% of the entire dataset. Following closely
is the information technology industry, contrib-
uting 2,050 observations (5.79%), and the whole-
sale and retail industry with 1,886 observations
(5.32%). It is imperative to note that the sample’s
unbalanced nature is a consequence of different
companies entering the market at distinct points
in time. The data reveals a consistent growth in
the number of observations from 2006 to 2019.

Table 1 shows the annual sustainability assur-
ance statistics. In 2006, 21 companies published
sustainability reports, while in 2019, this num-
ber reached 1,008, accounting for 12.66% in total
sample.

Table 1. Sustainability assurance reports by year

Year Incidence Percentage

21 0.26%

6.29%

L0 BZT
Total 7963 100.00%

http://dx.doi.org/10.21511/imfi.21(1).2024.06
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Table 2. Sustainability reporting by industry

Industry Incidence Percentage
Agriculture, forestry, animal husbandry and fishery 105 e 325
MIning INUSETY 321 03
MANUTACKUTING oo 4246 LB
Electricity, heat, gas and water production and supply 398 e 00%
(Construction industry 241 303
Wholesaleand retail 375 AT
ransportation, storage and postalindustry . 428 = LA
_Accommodation and Catering Industry 15 e O18%
Information transmission, software and information technolo :
service industry ’ ® 368 462%
inancial industry 7 569
""""" 466
""""" 72
o 3 0409
Water conservancy, environment and public facilities management 68 0.85%
industry ;
,,,,,,,,,, ; e
. T
29 0.36%
- b e
,,,,,,,,,, o7 e 22%
7963 100.00%

Table 2 shows the proportion of sustainable re-
porting by industry. Among the companies is-
suing sustainability reports, the manufacturing
industry accounted for the highest proportion at
53.32%, followed by the financial industry at 7.15%,
and the real estate industry at 5.85%.

2.2. Research model

This study uses a multiple regression analysis
model that included two types of corporate gov-
ernance variables to estimate the parameters. The
two types of corporate governance variables are
governance structure variables and equity struc-
ture variables. The governance structure variables
include the board size (BoardSize), the proportion
of independent directors (Indep), and CEO dual-
ity (Duality). Ownership structure variables in-
clude equity concentration (Topl), and equity na-
ture (Nature). To eliminate the impact of different
company sizes and profitability, this paper adds
return on assets (ROA), company size (Lnsize),
market-to-book ratio (MTB), etc. as control vari-
ables into the model. To test the robustness of the
model, the paper uses ROE and EPS instead of
ROA for robustness testing. The research model is
as follows:

http://dx.doi.org/10.21511/imfi.21(1).2024.06

Prob(Sustti,,) = B, + B,BoardSize,,
+p,Indep ; ,+ f;Duality .+ p,Topl,
+psNature, ,+ B, ROA, ,+ 3, LnSize,
+BMTB, +u,,,

@

where i goes from company 1 to company 3,889;
t takes the values of the years from 2006 to 2019;
j goes from industry 1 to 19; f3 -, represents the
estimating parameters; u,, represents the classical
error term. SusRpt is a dummy variable. If com-
pany i releases a sustainability report in year ¢, the
value is 1, otherwise it is 0. The paper controls for
Return On Assets, Return on Equity, Earnings per
Share, Firm Size and Market to book ratio.

The meanings and definitions of the variables in
the formula are shown in Table 3.

3. RESULTS

3.1. Descriptive statistics

Table 4, which is divided into three parts, shows
the results of descriptive statistics. The first part
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Table 3. Definition of variables

Variable { Abbreviation : Definition Unit
Dependent variables
Cgrporate Social Responsibility SusRpt 1:Susta|n'ab|l|'t\'/ report released none
Disclosure 0=No sustainability report released
Independent variables

Board Size BoardSize Number of board members person

. ) Number of independent directors /
Independent directors ratio Indep Number of Board members none (person/person)

) ) 1= Chairman and CEO are the same person

CEO Duality Duality 0= Other Situation none (Yes or No)
Shareholding concentration ratio Topl Topl Shares/Total share

) 1 =State Own
Nature of equity Nature 0 = Non-State Own None

Control variables

Return On Assets ROA Net profit/total assets none (Yuan/Yuan)
Return on Equity ROE none (Yuan/Yuan)
Earnings per Share EPS none (Yuan/Yuan)
Firm Size LnSize Ln(Total Assets) none (Ln(Yuan))
Market to book ratio MTB Market-to-Book ratio none (Yuan/Yuan)

is a full sample, the second part is a sample with (2) Variables of ownership structure. The Topl
a sustainability report (SusRpt group, SusRpt =
1), and the third part is a sample without a sus-
tainability report (non-SusRpt group, SusRpt = 0).
Variables can be divided into governance struc-
ture variables, equity structure variables and con-
trol variables.

(1) Variables in governance structure. In terms of

board size, the SusRpt group (9.383) is higher
than the non-SusRpt group (8.615) and the
overall sample (8.788). In the proportion of in-
dependent directors, the SusRpt group (0.374)
is higher than the non-SusRpt group (0.371)
and the overall sample (0.372) In terms of
CEO duality, the non-SusRpt group (0.277) is
the highest, followed by the full sample (0.254),
and the SusRpt group (0.176) is the lowest.

Table 4. Descriptive statistics

®)

variable representing the concentration of
equity, the highest is SusRpt group (0.37),
followed by the full sample (0.349), and
the lowest is non-SusRpt group (0.3744). In
terms of equity nature, SusRpt group (0.583)
is the highest, followed by the overall sam-
ple (0.408), and the lowest is non-SusRpt
group (0.358).

The control variable. Among ROA repre-
senting profitability, the highest is SusRpt
group (0.045), followed by full sample (0.041),
and the lowest is non-SusRpt group (0.04).
Among LnSize representing company size,
SusRpt group (23.245) is the highest, fol-
lowed by the entire sample (21.996), the low-
est is the non-SusRpt group (21.633). Among
the MTBs representing market expectations,

Full Sample SusRpt=1 SusRpt=0
VarName T T T T T T
Obs @ Mean : SD i Obs Mean SD Obs @ Mean SD
Suskpt 39435 00225 . 0417 . 7963 . 1 . 0. ...2472 S
JBoardSize i 35261 o . 8788 ..1896 : 7947 1..938 1 2254 : 2734 . . 8615 .. LA
dndep 39261 0372 1.0053 : 7947 1 0374 1.005 1 27314 i . 0371 1. 0052
Duality 34703 : 0254 1 043 . 1815 i 016 i 0381 : 26888 0277 .. 0447 .
JoPY 3429 1 0349 0153 1 /963 037 0163 1 27466 1 0344 .. 0149 .
MNature L 35435 i 0408 : 0491 : 7363 | 02583 1.0493 1 274712 i . 038 1. 0473 .
ROA 35434 .. 0041 : 0071 : 7963 : 0045 : 006 : 24 G 004 i 0074 .
Ansize 35432 1. 21996 1 144l ¢ 79683 .. 23245 ¢ 1619 i 21489 . 21633t 1155
MTB 33583 3.944 3.809 7771 2.902 2.622 25812 4.258 4.048

http://dx.doi.org/10.21511/imfi.21(1).2024.06
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SusRpt :BoardSize: Indep Duality | Topl Nature ROA LnSize MTB | Industry
SusRpt 1 §0.145%%% 1 0.026%*%% {—0.097*** i 0.066%** i 0.191%** i —0.001 : 0.425%** {_0.209%** i 0.072%**
BoardSize | 0.169%** 1 C0.518%%% | _0.196%** | 0.010% | 0.278%%*  _0.029%** | 0.245%** | _(.144%%*
Indep 0.023*%*  —0.435%** 1 0.108%** | 0.017*** | —0.084*** | 0.019%*** —0.000 . 0.023%**
Duality | —0.097%%*  _0184%** = 0.114%** 1 Z0.044%% | L0.295%*% | 0.095%%* | _0175%%% | (.124%**
Topl 0.071%** | 0.016%** = 0.034*** | —0.052%%* 1 0.221%%* | 0.131%** . 0.156%** | —0.062%**  —0.033***
Nature 0.191%** | 0.277%%*  —0.081*** | —0.295%** | 0,224*** 1 —0.175%** | 0.208%** | —0.203*** | 0.097***
ROA 0.032%%* . 0002 | —0.021%** | 0.061%** | 0.133%**  _0105%** 1 ~0.083***  0.236*** | ~0.035%**
LnSize 0.467%*% | 0.334%** | 0.015%** | 0168%** = 0185%%* = (0299%** | _0011%* 1 —0.487%%% | 0.139%**
MTB C0.150%%* | —0.117%** | 0.036*** | 0.069*** | —0.080%** | —0.123%** | 0.022%** | —(0.383%** 1 ~0.068***
Industry © 0.060%** | 0.057*** | 0.015%** | _0.045%** | _0.027%** | 0.065*** | —0.026¥** | 0.110%** . 0005 . 1

Note: 1. ***, ** and * indicate 1%, 5% and 10% levels of significance, respectively. 2. Lower-left: Pearson correlation coef-
ficient; upper-right: Spearman correlation coefficient.

the highest is the non-SusRpt group (4.258),
followed by the full sample (3.944), and the
lowest is SusRpt group (2.902).

Table 5 shows the results of the correlation test: the
lower-left is the Pearson test result, and the upper-
right is the Spearman test result. For the gover-
nance variable, the highest coefficient is BoardSize
(0.169), and the highest in the equity structure
variable is Nature (0.191). The correlation between

independent variables and control variables and
SusRpt is more significant.

3.2. Regression results
and robustness test

In Table 6, (1) is the result of the multiple regres-
sion analysis of the research model, (2) and (3) are
the results of the robustness test performed by re-
placing ROA with ROE and EPS, respectively.

Table 6. Regression results and robust test

(1) (2) (3)
SusRpt SusRpt SusRpt
) 0.003** 0.003** 0.003**
BoardSize e
(2.09) (2.09) (205)
0.239%** 0.235%** 0.235%**
Indep -
) (5.38) (5.27) (528
) —-0.008 —-0.006 —-0.008
Duality s
) (-1.53) (-1.28) (—1454)‘ """""
—0.096*** —0.083*** —0.084%**
Topl : e
(—6.75) (-5.88) (—5,99')‘ """""
0.060*** 0.057*** 0.058%**
Nature G
(12.76) (12.05) (1233
0.347%**
ROA
(10.75)
0.100%***
RO
(6.65) R
0.031***
EPS e
(7.82)" """""
. 0.137*** 0.136*** 0.134%***
LnSize e
(79.00) (77.92) (74.68)
0.003*** 0.004*** 0.003***
MTB e
(5.89) (6.12) (G7a)
—2.928%** —2.899*** —2.849***
cons o
- (<74.22) (-73.16) (-70.54)
N 32819 32780 32820" """""
R? . 0.226 0.225 0.225" """""
Adj. R? 0.226 0.224 0.225

Note: ¥**, ** and * indicate 1%, 5% and 10% levels of significance, respectively.

http://dx.doi.org/10.21511/imfi.21(1).2024.06
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From the regression analysis result (1), this study
deduces the following conclusions.

(1) Variables in governance structure. The board
size is positively correlated with SusRpt (co-
efficient of 0.003), and it is significant at the
0.5% level. This shows that the larger the board,
the higher the likelihood of CSRD being pres-
ent. The proportion of independent directors
is positively correlated with SusRpt (coefficient
is 0.241), and it is significant at 1%. This shows
that a listed company with a higher proportion
of independent directors has a higher probabil-
ity of issuing CSR reports. CEO duality and
SusRpt have a negative correlation (coefficient
of -0.007), but they are not significant.

(2) Variables of ownership structure. The share-
holding ratio of the largest shareholder is neg-
atively correlated with SusRpt (coeflicient of
-0.109), and it is significant at 1%. This shows
that listed companies with a higher degree of
equity concentration have a lower probability
of issuing CSR reports. The degree of equity
checks and balances is negatively correlated
with SusRpt (coefficient of —0.000). Although
the coefficient is small, it is significant at the
5% level. In the subsequent robustness test,
this relationship does not exist.

(3) Control variables. LnSize and SusRpt have a

positive correlation (coefficient of 0.138), and

they are significant at the 1% level. The larger
the company, the higher the probability of is-

suing a CSR report. MTB and SusRpt have a

positive correlation (coefficient of 0.003), and

they are significant at the 1% level, meaning
that the higher the public expectation of the
company, the higher the probability of issuing

CSR report.

In the regression analysis result (2), this study ob-

tains a conclusion similar to that of (1). The same
conclusion was obtained in the regression result (3).

4. DISCUSSION

The objective of this study is to scrutinize the pivot-
al role of corporate governance in catalyzing com-
panies towards Corporate Social Responsibility
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(CSR) disclosure within the Chinese institutional
framework. The hypotheses posited that the board
of directors, especially its size and independence,
would positively contribute to CSR disclosure.
Conversely, CEO duality was expected to impede
CSR disclosure due to increased agency conflicts
and the greater influence of insiders over stake-
holders. Additionally, the study assumed that any
concentration of ownership would negatively im-
pact a company’s inclination to disclose informa-
tion about CSR.

Examining a robust dataset of 35,435 firm-year ob-
servations from 3,889 listed A-share companies in
China between 2006 and 2019, this research delves
into two critical aspects of governance mecha-
nisms: governance structure (board size, indepen-
dent directors, CEO duality) and ownership struc-
tures (equity concentration). The findings broadly
align with the hypothesized connections, with full
confirmation of three hypotheses (H1. Board size,
H2. Proportion of independent directors on the
board, and H4. The shareholding ratio of the larg-
est shareholder). However, the negativity of the
relationship in the case of CEO duality was con-
firmed but was not statistically significant.

The study’s conclusions regarding board size reso-
nate with prior research (Hussain et al., 2018; Kili¢
et al., 2021; Pucheta-Martinez & Gallego-Alvarez,
2018), as a larger board enhances expertise and
orientation in stakeholder-centric economics,
making CSR disclosures indispensable.

While the findings on board independence align
with several studies (Biswas et al., 2018; Hussain
et al,, 2018; Jizi et al., 2014; Liao et al., 2015; Uyar
et al., 2020), they contradict others (Naciti, 2019;
Tibiletti et al., 2020) that established a negative re-
lationship between corporate governance and CSR
disclosure presence. Meanwhile, Kilig et al. (2021)
found no association.

The negative impact of CEO duality on CSR dis-
closure corroborates previous research (Hussain et
al., 2018; Kili¢ et al., 2021; Naciti, 2019; Tibiletti et
al., 2020). However, conflicting findings from au-
thors like Jizi et al. (2014) and Pucheta-Martinez &
Gallego-Alvarez (2018), as well as null associations
found by Giannarakis (2014) and Kilig et al. (2021),
emphasize the nuanced nature of this relationship.
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Consistent with existing literature (Bian et al,,
2023; Chen et al., 2001; Cullinan et al., 2012; Lin &
Liu, 2009; Nguyen et al., 2022; Pasko, Zhang, et al.,
2021), the study affirms the significance of owner-
ship concentration.

The negligible role ascribed to ownership concen-
tration prompts a call for future studies to delve

deeper into why it incongruently correlates with
the advancement of CSR disclosure. This under-
scores the need for more comprehensive and con-
sistent CSR disclosure, urging further research
into the governance features instrumental to such
disclosures, as well as enhancing their quality
(Alodat et al., 2023; Giannarakis, 2014; Khan et al,,
2013; Subramaniam et al., 2023).

CONCLUSION

This study aims to scrutinize the influence of governance mechanisms, encompassing both governance
and ownership structures, on the presence of Corporate Social Responsibility Disclosures (CSRD). The
established relationships affirm that board size and the proportion of independent directors exert a
positive impact on CSRD, whereas the shareholding ratio of the largest shareholder constrains trans-
parency in CSR. Conversely, CEO duality negatively influences CSRD, although these associations lack
statistical significance.

The divergent impacts of corporate governance attributes on firms’ capacity to generate CSR disclosures
underscore the imperative to meticulously consider both governance and ownership structure compo-
nents. In the context of China’s institutional environment, the study recommends the adoption of large
boards of directors with a substantial degree of independence, emphasizing the significance of inde-
pendent directors’ proportions. However, a pronounced concentration of ownership typically correlates
with a dearth of initiatives in CSR, indicating a diminished likelihood of CSR disclosure.

In light of these findings, managers involved in CSR initiatives are encouraged to factor in these dynam-
ics when formulating recommendations for the composition of the board of directors. Policymakers,
too, are urged to develop guidelines aimed at fostering CSRD, aligning with the nuanced insights drawn
from this study.
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APPENDIX A

Table Al. Sample distribution

Industry 2006 : 2007 : 2008 : 2009 : 2010 : 2011 : 2012 : 2013 @ 2014 : 2015 : 2016 = 2017 : 2018 @ 2019 Total | %
Agriculture, forestry, animal husbandry and 37 36 37 35 44 43 40 41 41 45 45 45 4 Vil 572 161
2 3 3% M %2 5 6 8 72 76 76 76 6 . 74 81 23
886 956 990 1078'“‘ 1329"“ 1493'“‘ 1583'“‘ 1608'“‘ 1695'“‘ 1804'“‘ 1976'“‘ 2228'“‘ 2274'“‘ 2358'“‘ 22258'“‘ 62.81 )
61 62 62 66 74 75 83 82 84 91 98 108 109 107 1162 3.28
3373 .43 43 50 6l . 64 66 . 79 91 . 99 | 98 . 94 B89 253
98 97 98 99 112 124 152 154 152 154 156 163 164 163 1886'“‘ 5.32
64 67 69 72 75 78 83 84 84 87 90 98 103 104 1158'“‘ 3.27
8 9 9 10 11 11 12 12 12 12 11 9 9 9 144 0.41
Information transmission, software and 53 57 62 83 108§ 127 ¢ 121 ¢ 132 | 138 | 156 © 212 | 248 : 263 | 290 | 2050 : 579
information tgchnology service mdugtry
..... lur)‘ancial indqstry 19 27 27 30 36 40 42 43 45 50 68 79 96 108 710 2.00
Real estate 68 76 85 97 124 129 145 139 136 137 130 129 127 122 1644'“‘ 4.64
“‘L‘g'a‘\sing and bysiness ser'\‘/jces ) 17 18 19 20 25 28 22 24 24 29 43 50 52 54 425 1.20
éq‘ent'iﬁc research and technical service industry 1 3 3 7 10 10 12 12 18 22 27 . 43 51 58 277 : 0.78
Water conservancy, environment and public 12 13 14 11 9 11 24 2 30 31 33 43 49 54 358 1.01
“fg‘(':‘llmes management |nsttry )
“Bgsident services, repairguand othergervices 5 7 8 8 9 12 0 0 0 0 0 1 1 1 52 ¢ 015
..‘E‘d‘ycaﬁon . 0 0 0 0 0 0 1 1 1 1 3 3 3 8 21 0.06
ml:lgalth and sqcialwork ) 0 1 1 2 2 3 3 3 4 5 6 9 10 12 61 : 017
W(E'L‘J'I‘ture, sports and entetgainmentindustry 4 5 6 9 12 8 23 24 28 38 ¢ 46 58 58 58 ¢ 387 ¢ 1.09
m(;gmprehensi'\‘/ 67 67 63 63 54 54 22 23 23 25 25 24 22 22 554 1.56 )
Total 1457 1571 : 1625 1774 2129 ¢ 2363 : 2492 : 2536 : 2653 : 2842 : 3136 : 3513 : 3607 : 3737 : 35435 : 100.00
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