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Being Good by Hiring Directors with Foreign Experiences 

 

Abstract 

Using a manually collected dataset on the overseas experiences of directors for 

Chinese listed firms, we examine effects of returnee directors on firms’ corporate 

social responsibility engagement (CSR). Our results show that returnee directors 

significantly improve firms’ CSR engagements. The significant positive relationship 

is more pronounced for firms in lower competitive industry, with high leverage ratios, 

with CEOs politically connected to the government, and with aged CEOs. 

Furthermore, we find that only returnee directors’ long-term foreign experience 

matters, such as education and working experience, but short-term visiting experience 

does not contribute to above findings. Finally, our results are robust after controlling 

for endogeneity. This paper thus offers clear policy implications by suggesting that 

hiring more returnees as management directors could be one efficient way to enhance 

firms’ CSR quality, which may be of particular interest to regulators in emerging 

markets.  
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1 Introduction 

This research investigates whether returnee directors positively improve firms’ 

engagements of corporate social responsibility (CSR) in China, who have oversea 

education or working experience. There is an established and growing body of 

research into nature of development business CSR, and how firms could benefit from 

their CSR investment after several decades (McWilliams et al., 2006; Ramasamy and 

Yeung, 2009; and Moon and Shen, 2010). Unfortunately, there is still no consensus on 

a definition for CSR until the most recent (McWilliams et al., 2006). Davies (1973, 

p.313) present that: 

“…social responsibility begins where the law ends. A firm is not being socially 

responsible if it merely complies with the minimum requirement of the law, because 

this is what any good citizen would do…” 

Moreover, Carroll (2004) suggests that the framework of business responsibilities 

should include four dimensions, namely economic, legal, ethical and philanthropic 

activities, which the framework has been operationalized by many researchers 

(Maignan, 2001; and Crane and Matten, 2004) and broad enough to absorbing other 

concepts of CSR, i.e. stakeholder theory (Carroll, 2004) and corporate citizenship 

(Carroll, 1998).  

Why firms engage in CSR 

According to the theory of stakeholder value maximization, firms should definitely 



benefit from their CSR engagements. The CSR engagement increases the stakeholders’ 

willingness to support firms’ operation activities, which increase the shareholders’ 

wealth (Deng et al., 2013). Theoretically, firm is regarded as a connection of contract 

between shareholders and all other stakeholders. Shareholders pay explicit contracts, 

such as wages and product warranties, and implicit contracts, such as a promise of a 

security job and confidence of products to their customers, to their stakeholders in 

exchanging the resource and effort from stakeholders (Coase, 1937; Alchian and 

Demsetz, 1972; Jensen and Meckling, 1976; Cornell and Shapiro, 1987; and Deng et 

al., 2013). In such a relationship, there is no legal protection to ensure the implicit 

contracts which have been executed. Thus, Cornell and Shapiro (1987) suggest that 

the value of implicit contract is determined by the stakeholders’ trust on firms’ honest 

to the community.  Firm’s investment in CSR is more like a signal to stakeholders, 

thus Deng et al. (2013) suggest that firms should maintain a high level CSR 

engagements to result a good reputation on its implicit contracts. Consequently, Deng 

et al. (2013) conclude that stakeholders in firms with high investments in CSR 

engagements would accept a low level of explicit contracts but contribute more 

resources and efforts to firms than those stakeholders in firms with low investment in 

CSR engagements. Both shareholders and other stakeholders in high level CSR firms 

are easily alignment, and increase firms' long-term profitability and efficiency (Jensen, 

2001; and Freeman et al., 2004).  

Empirical research suggests that firms definitely benefit from their CSR engagements. 

For example, when consumers make their purchasing decisions, the CSR engagement 



is one of the majority factors affecting their considerations (Poll, 2000; Bhattacharya 

and Sen, 2004; and Huang, 2013). Moreover, the merger announcement returns of 

both the acquirers and the targets are higher for high CSR acquirers than low CSR 

acquirers, even having a larger increase after the merge in long-term operation 

performance (Deng et al., 2013). Existing research is mostly focusing how CSR 

engagements improve firms’ value or long-term profitability. However, there are 

relative few researches on investigating factors stimulating firms’ CSR engagements. 

Therefore, we are going to examine one factor, the percentage of returnee directors, 

whether improves firms’ CSR engagements in Chinese listed firms. Our result must 

be significantly meaningful to the world of business management, especially for the 

ethic issues.  

Why Choose China? 

China provides a wholly novel environment for studying CSR engagements because 

both government and regulators have distinctive roles in virtue. In the last thirty years, 

China economy experienced spectacular growth, when the central government 

initiated an overhaul of its economic system. So far, the China economy is integrated 

into the global economy (Ip, 2008), which the issue of the CSR is emerging as a key 

feature of new global management (Matten and Moon, 2008; and Moon and Shen, 

2010). However, the Chinese firms now are face two urgent problems. First, there is a 

large surplus of unskilled labor but significant shortage on well educated mangers 

nowadays (Giannetti et al, 2015). Farrell and Grant (2005) figure out that there is a 



gap on about 75,000 skilled managers who is able to work under international 

business environment in the next ten to fifteen years in China. Some of reasons are 

that Chinese firms do not pay attention on employments’ further education and career 

development. Firms only pursue short-term benefit, but not regard on its long-term 

development. In another words, Chinese firms was doing poorly in their social 

responsibility. Second, most Chinese firms have poor corporate governance and 

disclosure (Green, 2003; and Giannetti et al., 2015). For example, the Chinese firms 

pay less attention on firms’ social responsibility, but focus on short-term profit 

maximization compared to firms in developed countries. As results, the Chinese firms 

lose their trust and confidence to customers and communities. Most Chinese firms set 

their goals on only maximizing the profits, and are easiest to sacrifice their reputation 

to customs and loyalty to employment in exchanging shareholders’ benefit 

maximization.  

Therefore, Chinese firms should urgently re-build their confidence to societies 

through the CSR engagements. In fact, the shortage of managerial talents and poor 

corporate governance are not only the problems to Chinese firms, but also problems to 

most firms in emerging markets (Giannetti et al, 2015). One way to solve out above 

problems is to attract more returnees joining the top management of the Chinese firms. 

Khanna (2008) suggests that those unethical firms should hire young managers who 

have experiences in either education or governance practices in developed countries 

to teach old guards of directors how to reach the international standards of governance. 

In fact, Westhead et al. (2001) suggest that the past experience of the human capital of 



entrepreneurs is an important factor underpinning firms’ locations and performance. 

Wright et al. (2008) further indicate that individual gain some knowledge in particular 

context and the knowledge gained over time may change firm’s behavior in some 

ways (Brüderl, et al., 1992; Gimeno et al., 1997; and Bosma et al., 2004). The 

knowledge could be the academic knowledge including general education, scientific, 

and technical training, or practical business experience from their work in a 

commercial environment or through having started a business. We thus expect that 

returnees who are back from developed countries could positively impact on the 

social responsibility engagements for the Chinese firms. 

Returnees in China 

Numbers of Chinese students going overseas consistently increased since 1970s, and 

became sizable in the early 1990s. According to the China Statistical Yearbook, there 

were 1.55 million Chinese students studying overseas in 2012, which are 399,600 

students more than last year. Most of them were in developed countries, such as U.S, 

UK, German, Japan, and Australia. In fact, accumulative numbers of Chinese students 

studying overseas from 1978 to 2012 has reached 2.64 million.  Many of these 

Chinese students also gained foreign work experience when they finished their studies.  

With the further development of China economy, provincial governments has 

designed various preferential policies to attract Chinese overseas talents since 1990s 

as ‘‘ . . .developing an adequate scientific, technological and business environment 

will provide rewarding opportunities for the return of individuals who have upgraded 

their skills abroad’’ (OECD Observer, 2002). The policy aims the highly skilled 



emigrants who could increase the foster entrepreneurial activities and promoting the 

entry of new businesses (Dai and Liu, 2009; and Giannetti et al., 2015). Since then, 

tens of thousands of individuals who have overseas study or working experiences 

have been returning to China. Numbers of returnees was about 5,000 in 1995, and 

increased to 35,000 in 2006, and has a booming to reach 272,900 in 2012 reported by 

the China Statistical Yearbook,. Most of these returnees are foreign-trained scientists, 

or with fruitful foreign working experiences, especially in the management level. 

They may join corporate boards as dependent or independent directors once they 

come back from overseas. Giannetti et al. (2015) suggest that there is a process of the 

inversion of the brain drain which is by economic growth and political stability. 

Unfortunately, there is only very few comparative or descriptive research on the issue 

of returnees impacting on the China economy development (Saxenian, 2002; and Dai 

and Liu, 2009).  

In sum, on the one hand, the Chinese firms consistently pay less attention on firms’ 

CSR engagements because the elder directors are lack of the knowledge on CSR 

engagements benefiting firms’ growth in long run. On the other hand, China has 

sizeable numbers of returnees with either academic knowledge, or practical business 

experiences, or both, who are mostly from developed countries. Quazi (2003) and 

Swanson (2008) conclude that top managers play extremely important roles in firms’ 

CSR engagements. It is hard to image that firms earn a high quality CSR ranking but 

without socially responsible directors, since top managers have to sacrifice corporate 

objectives and interests in exchanging the socially responsible actions to firms (Wood 



et al., 1986; Hunt et al., 1990; Waldman et al.. 2006; and Singhapakdi et al., 2008).  

Therefore, we would seek answers on whether specific human capital (i.e. oversea 

education and working experiences, and short-term visiting experience) of directors 

improves firms’ CSR engagements for all listed Chinese firms?  

Main Findings 

In this study, we manually collected the information of returnee directors for all 

Chinese listed companies. We measure scores of firm’s CSR quality by using 

Running’s report, which a higher score indicates a better CSR engagements than a 

lower score. Our main finding is that the percentage of returnee directors is significant 

positively related to firms’ scores of CSR. In another words, returnee directors in 

China significantly improve firms’ CSR engagements. The result is robust when we 

use different criteria to measure the quality of CSR, such as measures in the 

Sustainability Reporting Guidelines (thereafter GRI). Second, we further confirm that 

the positive relationship between the scores of CSR and percentage of returnee 

directors is existing in low competitive industry and high leveraged firms, and firms 

with CEOs’ political connected to government, and elder CEOs. Furthermore, we find 

that directors with working and educational experience will pay more attention on 

firms’ CSR engagements, but this is not held for directors only with short-term 

visiting experience. Finally, the positive relationship still remains significantly even 

after controlling the provincial effect.  

To further investigate the relationship between the scores of CSR and percentage of 



returnee directors, we explicitly address the potential endogeneity problems and 

omitted variables using two-stage least squares (2sls) regressions. We employ the 

Returnee Policy Issue Year (the year issuing the policy to stimulatory hire returnees 

by Chinese provinces) and the dummy of British Colony (Chinese Province has been 

colonized by Commonwealth countries) as instrumental variables (thereafter IV). 

Results are consistent to our main findings and suggest our results are robustness to 

controlling for endogeneity concerns. These findings imply that firms in emerging 

markets should consider increasing the proportion of returnees in their managerial 

teams to improve the quality of CSR engagements, protect customer relationship, 

maintain stakeholders’ confidence, and achieve firms’ long-term aims.  

Contributions 

We contribute to literatures in three ways.  First, this study directly examines the 

relationship between proportion of returnees as firms’ directors and the scores of CSR 

engagements in an emerging economy. This is the first study in relating the factor of 

improving the quality of CSR to returnees. Our findings help both academia and 

enterprises understanding factors to improve firms’ CSR quality. Second, we 

contribute to literatures on how personal experience and managerial characteristic 

improves firms’ corporate governance (Malmendier and Tate, 2005; Pérez-González, 

2006; Bennedsen et al., 2007; and Schoar and Zuo, 2011). Theory indicates the 

importance of personal foreign experience (study, working, and short-term visiting) 

contributing to the knowledge spillover from people, firms, and even countries 



(Filatotchev et al., 2009; Dasgupta, 2012; and Giannetti et al., 2015). More 

importantly, the issue of the relationship between CSR quality and returnees has 

attracted growing research interested in recent year, most of these studies are based on 

the U.S. enterprises, for example, Malmendier et al. (2011) and Benmelech and 

Frydman’s research (2014). However, we provide the first empirical evidence in 

emerging economy on how returnees improve domestic firms’ CSR quality, which is 

distinguished to previous findings. Third, we contribute to the theory of human capital, 

which focuses on a knowledge-based view and social capital theory. We examine how 

returnees improve firms’ CSR performance in the biggest developing country. Since 

China has the highest numbers of returnees in the world, we thus are more interested 

in examining how the human and social capital factors of returnees improve domestic 

firms’ CSR quality.  

The rest of this paper is organised as follows. Section 2 reviews some important 

literature and presents the research hypotheses. Section 3 introduces the research 

methodology and the research data. Section 4 discusses the empirical results and 

Section 5 summarizes our findings and presents implications. 

2 Literature Review and Hypotheses Development  

2.1  How firms benefit from its CSR investment 

The argument on whether the investment of CSR to a firm is a zero sum game 

between corporations and society has never been stopped. Businesses benefit from its 

CSR engagements that have been proved in theoretical as well as empirical researches 



(Weber, 2008). To implement CSR strategy effectively helps firm creating long-term 

value and capturing sustainable competitive advantages (McWilliams and Siegel, 

2001 & 2010; Porter and Kramer, 2006; Waldman et al., 2006; and Huang et al., 

2013).  Moreover, in some early studies, Aupperle et al. (1985), Abratt and Sacks 

(1988), Russo and Fouts (1997), Waddock and Graves (1997), and Li and Zhang 

(2010) all find that CSR engagement does positively impact on firm’s financial 

performance. Basu and Palazzzo (2008) present that stakeholder demands, 

performance, and motivation are the major drivers to a firm implementing its CSR 

engagement.  In the stakeholder theory, McWilliams et al. (2006) assert that firm 

benefits from certain CSR engagements, which are magnificent to their non-financial 

stakeholders’ perspectives. Without these CSR engagements, those non-financial 

stakeholders might withdraw their support to the firm. Margolis and Walsh (2003), 

and Wood (2010) conclude that the performance-driven perspective focuses on the 

statistical relationship between CSR and CFP, which suggests managers to pay 

attention on CSR engagements. Finally, the motivation–driven view emphasizes the 

fundamental motivations (moral virtue) and extrinsic reasons (reputation) (Basu and 

Palazzo, 2008).  Since majority of consumers regarding CSR engagement as an 

important factor in making their purchase decisions, firms thus should satisfy 

customers by delivering a distinctive value proposition (Bhattacharya and Sen, 2004; 

Poll, 2000; and Porter and Kramer, 2011).  

Implementation of CSR adds value to firms in following five areas, including 

company image and reputation, employment motivation, cost saving, revenue increase, 



and risk reduction (Weber, 2008). First, CSR engagements positively influence firms’ 

image and reputation (Gray & Balmer, 1998; Fombrum & Wiedmann, 2001; Thorpe 

and Prakash-Mani, 2003; and Schwaiger, 2004). Gray & Balmer (1998) define the 

image as “a mental picture of the company held by its audiences”, which is affected 

by public message and changed quickly. Unlike the image, the reputation is formed 

over time and influenced by stable performance and communications over a longer 

term, which reputation is defined by personal experiences and characteristics, such as 

stakeholders’ judgment (Gray & Balmer, 1998). Moreover, company competitiveness 

can be affected by both image and reputation, which could be impacted by firms’ 

CSR engagements (Gray & Balmer, 1998; Fombrun and Wiedmann, 2001; and 

Schwaiger, 2004). Second, implementation of CSR positively stimulates employees’ 

motivation, retention, and recruitment (Com, 2001; Schaltegger and Wagner, 2006; 

and Weber, 2008). Weber (2008) asserts that CSR engagements improve working 

environment for employees, or draw motivation from the participation in CSR 

engagements such as volunteering programs. CSR engagements also indirectly attract 

future potential employees. Third, firms with high scores of CSR save operational 

cost compared to firms with low scores of CSR (Thorpe and Prakash-Mani, 2003; 

Schaltegger and Wagner, 2006; and Weber, 2008). For example, firms would enjoy an 

efficient time saving or expanding capital access channels due to a higher sensitivity 

of investors to sustainability issues, when firms sustainability implement a strategy to 

improve contacts to certain stakeholders, such as regulators (Epstein and Roy, 2001).  

Next, Thorpe and Prakash-Mani (2003) and Weber (2008) find that incremental of 



CSR engagements results an increase of sales revenue and market shares. CSR 

engagements improve brand image and contribute developing market shares. Finally, 

CSR engagements reduce firms’ risks, such as operational risk and financial risk, 

which is the avoidance of negative press from investors (Thorpe and Prakash-Mani, 

2003; and Weber, 2008).  

Although CSR engagements benefit to firms’ growth, the issue of what factors 

improving firms CSR quality, especially in emerging markets, has received relative 

limited attention (Li and Zhang, 2008). In the early age, Jones (1999) , and Johnson 

and Greening (1999) related the determinants of CSR engagements to institutional 

structure, such as socio-cultural, national economy, industry, firm, and individual, 

Stanwick and Stanwick (1998) believe that the combination of organization size, 

financial performance, and environmental performance are positively related to firms’ 

CSR engagements. Recently, scholars turn their attention to emerging markets.  For 

example, Chapple and Moon (2005) point out factors in the respective national 

business systems that could explain reasons why firms engage in CSR in seven Asian 

countries. Zu and Song (2009) find that firms in traditional industry with small size, 

state-owned, and located in poor region are tent to have high CSR scores compared to 

other firms. Muller and Kolk (2010) find that the determination of CSR in Mexico 

auto parts suppliers relates to management commitment ethic. There is still lack of 

other studies in the field that factors improving firms’ CSR scores.  

2.2  Importance of Returnees to firms’ long-term development 



Human capital is one of the most important assets to firms, because knowledge and 

experience are regarded as firms’ most valuable strategic resource and the principle 

basis for creating competitive advantages, which knowledge and experience are 

created and stored in individuals (Dai and Liu, 2009). Firms’ long-term developments 

have to rely on individual knowledge and experience to produce goods and provide 

service, therefore firms should have the ability to integrate the knowledge and 

experience of different individuals (Kogut and Zander, 1992; Nonaka, 1994; Ghoshal 

and Moran, 1996; Grant, 1996; Spender, 1996; and Teece, 1998).  

Literatures suggest a specific managerial characteristic which forces on returnee 

directors and directors. Bhagwati and Hamada (1974) state that returnees shift 

knowledge and skills learned abroad from overseas to their home countries, which the 

process has been called the “Brain Drain” phenomenon to a “Brain Gain” 

phenomenon (Beine et al., 2008; Kerr, 2008; Giannetti et al., 2015). Returnees, 

especially returnee directors, often receive specialized training from other countries, 

whose knowledge and skills are superior to those of local employees, and contribute 

to firms’ long-term growth. Therefore, returnee directors and directors’ past 

experience is one of the most important human capital of individuals to firms, which 

could help and benefit the development of firms, such as innovation and increase 

foreign sales (Liu et al., 2010; Dai and Kong, 2014; and Giannetti et al. 2015), and 

their managerial experience enhancing firms’ reputation, increasing firms’ 

accessibility to financial institutions, and expanding broad social and business 

networks (Wright et al., 1997; Shane and Khurana, 2003; and Filatotchev et al., 2009).  



Empirically, Dai and Liu (2009) find that small and medium enterprises (SME) found 

by returnees outperform than their peers found by local entrepreneurs in a Chinese 

high-tech business park. They argue that the differences are attributed by knowledge 

and the international entrepreneurial orientation of returnee entrepreneurs.  

Filatotchev et al. (2009) find that entrepreneurs with international background and 

global networks positively contribute to firms’ export orientation and performance. 

More importantly, returnee entrepreneurs positively impact on firms’ innovation and 

thus result a significant spillover effect other than local firms (Liu et al., 2010; 

Filatotchev et al., 2011; Dasgupta, 2012). In a recent study, Giannetti et al. (2015) 

suggest that returnee directors significantly improve firms’ corporate governance and 

performance via influencing corporate policies. This is because returnee directors 

have the advantage of higher education and oversea experience (Li et al., 2012).  

In emerging markets, there are increased numbers of literatures focusing on the 

importance of returnees who study or work in developed countries, such as U.S. and 

U.K., and then return to their home countries with the incremental level of globalized 

markets and the liberalization of the transnational movement of skilled labor and 

scholars (Gmelch, 1980; Borjas and Bratsberg, 1996; McCormick and Wahba, 2001; 

& Saxenian, 2006).  

China actually provides unique opportunity to study the issue of returnees in their 

home enterprises due to three reasons.  First, Chinese firms are urgently shortage of 

experienced managers who are able to work in an international environment (Farrell 

and Grant, 2005; and Giannetti et al., 2015). Second, China has huge numbers of 



migrants, including students and immigrations, and this number is increased steadily. 

More importantly, Chinese migrants are likely to return to their home countries with 

their advanced technological and managerial skills accumulated in the developed 

countries, and would result in filling entrepreneurial and technological gaps for 

between Chinese firms and firms in developed countries (Saxenian, 2006; Qin, 2007; 

and Harvey, 2009). Finally, nearly all of Chinese provinces have policy to attract 

highly talented returnees.  These policies boom numbers of Chinese individuals with 

foreign education and working experiences in local labor market and ultimately 

increase total numbers of returnee directors in these provinces (Giannetti et al., 2015).   

However, most existing studies focus on economic benefits that brought by highly 

talented returnees to Chinese firms. None of studies by our knowledge investigate 

whether these returnee directors would improve firms CSR engagements in China. 

Moreover, empirical evidence suggests that returnees have positive effect on firms 

long-term growth, thus we are more interested in whether returnees are also positively 

related to firms CSR engagements in China. 

HYPOTHESIS 1: The percentage of returnee directors in Chinese firms is positively 

related to firms’ CSR scores. 

2.3  CSR and firms’ Characteristics 

Firms with variety market power or under divergent levels of leverage may have 

different CSR engagements. Empirical research has focused on the impact of CSR 

engagements on firms’ competitive statues.  On the one hand, Bénabou and Tirole 



(2010), and Cheng et al. (2013) unveil the CSR engagement is an expense of 

shareholders as a sign of an agency problem. Managers spend shareholders’ money in 

gaining renown among major stakeholders, i.e. local politicians, NGOs, and labor 

union. Consequently, the CSR engagements only benefit stakeholders but negatively 

impact on shareholders wealth (Vance, 1975; Pagano and Volpin, 2005; Surroca and 

Tribo, 2008; Cronqvist et al., 2009; and Kim et al., 2015). Firms thus should reduce 

investment in CSR activities if firms in a tough competition business environment, 

because shareholders would regard philanthropy as a “normal” good but damage their 

wealth (Schervish and Havens, 1998; Nelson, 2001; and Fernandez-Kranz and Santalo, 

2010). On the other hand, many studies denote that CSR investments create positive 

net present value for firms (Porter and Van der Linde 1995; Russo and Fouts 1997; 

McWilliams and Siegel 2001; Derwellet al., 2005; McWilliams et al. 2006; Porter and 

Kramer 2006; Beurden and Gossling 2008; Edmans, 2011; Dimson et al., 2013; 

Flammer, 2013; and Servaes and Tamayo, 2013). For example, Boulouta and Pitelis 

(2014) prove that the engagement of CSR increases firm’s financial and social 

performance (Waddock and Graves 1997; and Husted and de Jesus Salazar 2006). 

Firms, especially in an intensive competitive environment, should increase their CSR 

investment, because CSR positively raise firms’ competitiveness ability through 

numbers of channels, for example creating value to entering in a new markets 

(Pralahad 2004; and Porter and Kramer 2006;), maintain employee, customers, 

suppliers and communities’ confidence to firms (Hillman and Keim 2001; and Sen 

and Bhattacharya, 2001), attracting new talent (Cochran 2007; and Montgomery and 



Ramus 2011), and build up firms’ reputation (Brown, 1998) to avoid costly 

stakeholders’ conflicts (Schnietz and Epstein, 2005; and Fuller and Tian, 2006).  

Obviously, the benefits of CSR engagements create long-term value for firms, no 

matter firms’ competitive statue. Empirical evidences are mixture and controversial. 

We thus are interested in whether returnee directors would also push those firms in 

low competitive industry engaging more CSR activities.  

HYPOTHESIS 2: The positive relationship between the percentage of returnee 

directors in Chinese firms and firms’ CSR score is hold for firms in low competitive 

industry. 

As the theory states, a firm engages in CSR activities to reduce the information 

asymmetry problem with their stakeholders. If stakeholders have more concerns on 

firms’ insider information, then these firms should have strong motivation in CSR 

activities. Jizi et al. (2014) report that firms could be through investing in employee 

relations, environmental policies and CSR product strategies to lower its cost of 

capital (Scholtens, 2008; Kolk and Pinkse, 2010; Ghoul et al., 2011; and Shen et al., 

2015), since investors are more concerning on firms’ social behavior when they make 

investment decisions (Simpson and Kohers, 2002; Aguilera et al., 2006; and Matten, 

2006). The firm’s leverage ratio reflects its debt ratio divided by its total book value. 

Firms with high leverage ratio have a high probability in default or insolvency 

bankruptcy, and also have a low refinancing ability due to the high level of debt 

(Bromiley, 1991). Furthermore, firms with high leverage ratio are normally with 



moral hazard problems such as risk shifting (Jensen and Meckling, 1976) and debt 

overhanging (Myers, 1977). Thus, high leveraged firms are more sever in the 

switching cost threat than low leverage firms. In such cases, high leveraged firms 

could through engaging in CSR activities to reduce information asymmetry problems, 

since stakeholders have more concerns on high leveraged firms, which have higher 

idiosyncratic risks than low leveraged firms (Shen et al., 2015).  Empirical results 

denote that high leveraged firms have strong motivation in engaging CSR activities 

than low leveraged firms; we thus conjecture that returnee directors in high leveraged 

firms would more concern on firms’ CSR engagements than returnee directors in low 

leveraged firms. 

HYPOTHESIS 3: The positive relationship between the percentage of returnee 

directors in Chinese firms and firms’ CSR score is stronger for firms with high 

leverage ratio than firms with low leverage ratio. 

2.4  CSR and Directors’ Characteristics 

In this section, we explore how directors’ characteristics impact on firms’ CSR 

engagements. Directors play the most important role in making the CSR engagements, 

charge with the responsibility of formulating corporate strategy, and involve in 

promoting the image and reputation of their firm through social responsibility 

(Waldman et al., 2006; and Fabrizi et al., 2014).  

China economy is organized differently to the Western economy style. China adopts 

Anglo-American style of corporate governance system, which there is no institutions 



between the government and the market to constrain anti-social behavior (Moon and 

Shen, 2010). Therefore, business organizations must help national and provincial 

governments looked to CSR to re-build social legitimacy. In the last twenty years, 

China economy suffered a privatization or liberalization waves, many state-owned 

enterprises (SOEs) listed in the Shanghai and Shenzhen Stock Exchanges, but some of 

directors in these enterprises are still hold political positions. The listed directors’ 

profits motive are unleashed, since many of these directors are unburdened of their 

previous social responsibilities, and they became associated with environmental 

pollution and social negligence in the eyes of the public (Young and MacRae, 2002; 

Moon and Shen, 2010). Consequently, Chinese firms are willing to emphasize their 

social and environmental responsibility to public, which is distinguished to other 

countries that governments have to take CSR initiatives using soft or indirect 

regulation (Moon and Shen, 2010).  

On the hand, some national governments, including developed countries, have great 

influence on which firms gain resource and policy benefits. Firms with tight political 

connection would be on a more advanced position in gaining resources than firms 

without political connections (La Porta et al., 1999; Faccio & Lang, 2002; and Wang 

and Qian, 2011). Some firms are more dependent on their political connection for 

critical resources than others, especially in China (Pfeffer & Salancik, 1978; Meznar 

& Nigh, 1995; Peng & Luo, 2000; and Hillman, 2005).  The engagements of CSR 

for firms definitely help them gaining sociopolitical legitimacy and building better 

relations with their primary stakeholders, which further enable them to receive 



positive stakeholders’ responses and to get access the political resources often critical 

to their long-term survival and financial success (Haley, 1991; Berman et al., 1999; 

Saiia et al., 2003; Hillman, 2005; and Wang and Qian, 2011). Consequently, the fourth 

research hypothesis can be written as:  

HYPOTHESIS 4: The positive relationship between the percentage of returnee 

directors in Chinese firms and firms’ CSR score is only significant for firms with 

political connections but not for non- political connected firms. 

Literatures suggest that age is a factor having effect on value, as young directors tend 

to assign less importance to trust and reputation, and more focusing on money and 

advancement, than elder directors (England, 1978; and Barnett and Karson, 1989). 

Waldman et al. (2006) denote that the advancing age could be commensurate with a 

broader perspective on decision making, including multiple stakeholders and thus 

stronger CSR values. Holmström (1999) proposes a theory on qualifying directors’ 

talent and ability through observing directors’ output. The precision of information 

related to directors’ ability increases with time move on. However, on the one hand, 

the market has very limited information on the manager’s “type” in the early stage of 

the directors’ career. On the other hand, young directors are more priority to their 

personal growth than wealth or advancement, and they are less ethical than older 

directors (Hall, 1976; Terpstra et al., 1993; Singhapakdi et al., 1999; and Godos-Díez 

et al. 2011). As the result, young directors have to deliver positive observable 

outcomes to the market; they thus heavily focus on short-term performance than elder 

directors, and are less willing to make long-term investments that delivery positive net 



present value in future.  

Since CSR activities are long-term investment, thus young directors may ignore the 

CSR engagement and prefer on delivering high and constant profits projects in the 

short-term (Fabrizi et al., 2014). On the contrary, the elder directors have less pressure 

from the market, thus they are more concerns of a wide array of stakeholders 

independently of the immediate effect on the firm’s profits. The theory has been 

supported by recent empirical evidence on that elder directors have a stronger 

motivation on engaging the CSR than younger directors (McCuddy and Cavin, 2009; 

and Ng and Sears, 2012). Our expectation can be expressed as the fifth research 

hypothesis as following: 

HYPOTHESIS 5: The positive relationship between the percentage of returnee 

directors in Chinese firms and firms’ CSR score is only significant for firms with 

elder directors but not for younger directors. 

3 Research Methodology 

We manually collect research data of directors’ bibliography for the listed Chinese 

firms. We also collect data of scores of CSR and accounting information for listed 

Chinese firms from variety sources, which will be introduced in the following 

sections. The sample period is from 1999 to 2009.  Our sample only includes firms 

with basic accounting and market information from the China Stock Market & 

Accounting Research Database (CSMAR), a major database providing Chinese firms 

data that is presented by GTA Information Technology.  We exclude financial firms 

and firms with missing accounting information; therefore, we have 1,926 unique firms 



in the sample. We perform the data analysis by panel data techniques to generate 

superior results compared with cross-sectional analysis (Baltagi, 2008; and Boulouta 

and Pitelis, 2014), which the panel data techniques are able to control of omitted 

variable bias (Halaby, 2004; and Boulouta and Pitelis, 2014). We also control for the 

endogeneity by using 2sls method, which will be described in details in a later section.  

3.1  Measurements 

3.1.1  Dependent Variables 

Our dependent variable is scores of CSR for the Chinese listed firms. We obtain the 

scores of CSR for each Chinese listed firm from Running’s CSR report, which is 

presented by Running and Loving Consulting for Common Welfare Co. Ltd.  

Running’s CSR report is one of the most popular sources for grading Chinese firms’ 

CSR engagements, and thus is widely used in academic research. The main score of 

CSR for each firm in the Running’ report is comprised from the sum of four weighted 

aspects, i.e. macrocosm (30%), content (45%), technique (15%), and industry (10%) 

respectively. Macrocosm is represented by M, focusing on firm’s strategy, corporate 

governance, and economic relations. Content is represented by C, including the 

financial information, the employment and human rights, the environment protection, 

the customer relationship, and the participant in local society development.  

Technique is represented by T, comprising by the disclosure of information, the 

innovation of the firm, the trust and transparency, the regularity, and efficiency of the 

information. Finally, industry is represented by i, which different industries have own 



specific criteria to score the CSR engagements.  

Beyond above, we also use a dummy of whether a firm has been included in the 

Sustainability Reporting Guidelines as an alternative measure of CSR engagements.  

The Sustainability Reporting Guidelines only reports scores for the Chinese firms 

who are doing better in CSR activities than others.  Thus, if the firm having been 

included in the GRI equals one, indicating firms are better in CSR engagements than 

others, otherwise equals to zero.  

3.1.2  Independent Variable 

The independent variable is the percentage of returnee directors in director boards in 

Chinese listed firms. We define the “returnee” as that he or she has an experience on 

studying and/or working outside (mainland) China. We manually collect 32,823 

unique directors’ and non-executive directors’ foreign experience in a variety of 

countries, i.e. education, work experience, and short-term exchange experience, from 

1,926 publicly listed companies from 1999 to 2009. The information of directors’ 

bibliography is obtained from sina.com.cn and the companies’ annual reports. The 

directors’ personal information includes any academic degrees that the board member 

received overseas, the academic institution granting the degree, whether the director 

has worked abroad, and the country in which the director studied or worked. The 

working experience in a foreign branch of a Chinese company or in a Chinese branch 

of a foreign company, or in a joint venture as having foreign (work) experience is not 

regarded as the foreign experience and thus is excluded from the sample. This 

information allows us to explore how directors’ foreign experience matters. Beyond, 



we also collected these directors’ age and political statues for the future sub-sample 

tests. The data has been winsorized the data at the 1% and 99% levels.  

3.1.3  Control Variables 

Our control variables are all collected from the CSMAR database, complemented with 

above hand-collected data of directors’ information. The control variables include data 

of corporate governance, such as Top1 ownership, Top5 ownership, Top10 ownership, 

government ownership, executives’ ownership, foreign ownership, institutional 

ownership, board size, percentages of independent directors, CEO duality, analyst 

coverage, and accounting information, i.e. size, leverage, Tobin’s Q, capital 

expenditure/at, and PPE/at.  Followed by Giannetti et al. (2015), the data of foreign 

ownership include foreign institutional, corporate, and individual investors, but does 

not include foreign branches of Chinese firms. Above control variables are all defined 

in the Appendix. All control variables are winsorized the data at the 1% and 99% 

levels.  

3.2  Endogeneity Tests 

We use the method of the Instrumental Variable (IV) estimation to control for multiple 

sources of endogeneity such as omitted variables, simultaneity, self-selection or 

measurement errors. The existence of the number of potential determinants of 

competitiveness might be vast or cannot be accurately measure or observed; thus there 

is a problem of omitted variable/unobserved heterogeneity in this line of research 

(Boulouta and Pitelis, 2014). For example, self-selection could bias our results. It can 

be argued that returnees would self choose firms with high CSR scores, and thus bias 



our results. Furthermore, reverse causality might another bias to our result.  It is 

possible that firms located in a gentle province might engage a high standard of CSR 

than firms located in other provinces. Consequently, we would use IV estimation 

techniques to control for all the above potential endogeneity problems by two 

instrument variables that highly correlate with the variable but not with the error term. 

To do this, we perform 2sls regression analyses using Returnee Policy Issue Year and 

the dummy of British Colony as instrumental variables for the CSR score. The 

Returnee Policy Issue Year measures the different years that Chinese province issued 

policy to attract high skilled individuals with foreign experience to return and work in 

the province. During our sample period, nearly all provinces have issued such policy. 

We argue that the labor market for board directors is largely local in China as in 

overseas (Knyazeva et al., 2013; and Giannetti et al., 2015). As the results, to 

introduce such a policy would exogenously change the supply of potential directors 

with foreign experience for the firms located in those provinces. The results indicate a 

significant positive relationship between the Returnee Policy Issue Year and the firms’ 

CSR scores, thus it is satisfy with the relevance requirement of instrumental variable. 

British Colony is a dummy variable that equals one if a firm located in a province 

where was a place for commonwealth countries’ colony, and zero otherwise. 

Literatures unveil that British companies normally have clear strategies for managing 

both their stakeholder relationships and their CSR programs (Knox et al., 2005; and 

Chen and Bouvain, 2009). This might be caused by the culture and traditions, which 

both of them influence moral values (Langlois and Schlegelmilch, 1990). Compared 



to other countries, British firms and institutional investors do issue reports of 

long-term social and environmental risk related to health and safety issues (Aguilera 

et al., 2006). More importantly, British firms pay much attention on the relationship to 

their customer and supplier-related issues compared to other counties (Hughes, 2001; 

and Chen and Bouvain, 2009). We thus expect the traditions would impact on Chinese 

firms located in those provinces that have been strongly influenced by British culture. 

The result shows the dummy variable of British Colony is also significantly positive 

related to firms’ CSR scores. Therefore, we confirm the relevance of the dummy of 

British Colony as another instrument variable1. 

4 Empirical Results and Discussion  

4.1  Statistics Description  

Table 1 shows descriptive statistics of our sample.  In average, returnee directors are 

appropriately 6% of total numbers of directors in the listed Chinese firms, which the 

highest proportion is 33%. The average percentage of returnee directors is still relative 

small, but it expresses a magnificent potential development in future. Furthermore, 

Table 1 reports that the average CSR scores for our sample firms in Running’s report 

is about 34.85 with a 12.85 of standard deviation, which the range of CSR score is 

from 16.70 to 77.06. Table 1 also shows the CSR score for the subcategories in the 

Running’s report, such as M, C, T, and i. The average scores (standard deviation) for 

each subcategory are 11.06 (4.589), 16.78 (6.124), 6.518 (2.201), and 1.743 (1.550) 

                                                             
1
 To save space, we do not report the first stage tests for out two instrument variables. Results are available upon 

to request.  



respectively. Beyond above, Table 1 summarizes basic characteristics of the sample 

firms. For example, the average Top1 ownership holds 38.5% total shares, and the 

number is increased to 55.1% (59.3%) for the Top 5 (10) shareholders. The ratio 

suggests that shares are concentrated hold in major shareholders in China stock 

markets. For the structure of shareholders, 14.5% shares in average are hold by 

government. In contrast, shares which are hold by Directors, Foreigners, and 

Institutional Investors are 2.7%, 1%, and 3.5% respectively. This suggests that the 

government is still the biggest shareholder in the China stock markets, and other 

shareholders are remaining as minority shareholders. The average board size is about 

10 members, and 37% of board members are independent board members. 13% of 

CEOs have duality position in our sample. The average leverage ratio is 0.514, and 

the highest level is 1.764, which suggests that few firms’ having negative value of 

equity. Finally, the average Tobin’s Q for all listed Chinese firms is 1.794.  

(Insert Table 1 about Here) 

4.2  Main finding 

Our main findings are reported in Table 2. The dependent variables are either firms’ 

main scores of CSR, or scores of M, C, T, and i, that are introduced previously. 

Column 1 shows that the percentage of returnee directors is significantly positive 

related to firms’ main scores of CSR engagement for the sample firms.  In another 

word, firms with high proportions of returnee directors are doing better on their CSR 

engagement. Furthermore, we also observe a significant positive relationship between 



size and main scores of CSR in column 1. This may indicate that big firms are more 

concern about their CSR engagements than small firms. The big firms normally have 

a nominated market power, and thus they could invest more on CSR activities to build 

a better relationship with their stakeholders, improve the quality of the reputation, and 

increase the value of brands than small firms. On the other hand, small firms do have 

more survival pressure than big firms, thus small firms cannot pursue high CSR 

engagements.  However, column 1 finds a marginal significant negative relationship 

between government ownership and main scores of CSR. This suggests that private 

firms may invest more on CSR activities than SOEs in China. We explain reasons in 

the later section.  

Results in column 2, 3, and 4 qualitatively support results in column 1, which 

percentage of returnee directors positively improve firms’ CSR engagements from 

variety aspects, such as macrocosm, content, and technique that have been defined in 

Section 3. However, if we use the scores of i as dependent variable, the percentage of 

returnee directors still positively related to the scores of i, but it turns to insignificant.  

Overall, our main findings support the first hypothesis on that there is a significant 

positive relationship between the percentage of returnee directors and firms’ scores of 

CSR for the Chinese listed firms.  

(Insert Table 2 about Here) 

4.3 Subsample analysis by firms characteristics  



Table 3 reports the first sub-sample analysis that we sort our sample firms by their 

characteristics. First, sample firms have been sorted by the industry competition 

which is measured by the market power. If a firm has strong market power in an 

industry, then the industry competition is weak. Column 1 and 2 shows empirical 

results that the significant positive relationship between the percentage of returnee 

director and scores of CSR is only existence for firms in low competitive industry, but 

not for firm in high competitive industry. In another words, returnee directors would 

stimulate firms with monopoly market power to engage more CSR activities. We also 

observe that there are significant positive relationships between size and board size, 

and scores of CSR in both industries.  The percentage of independent directors is 

positively related to the scores of CSR in low competitive industry, but it is marginal 

significantly negative related to the scores of CSR in high competitive industry. The 

explanation behind the phenomenon could be on the one hand, firms in the low 

competitive industry do not have pressure on survival, and thus they are more likely 

to make long-term investment of CSR to increase firms’ social performance as 

discussed previously (Waddock and Graves 1997; and Husted and de Jesus Salazar 

2006), In this sense, returnee directors have lager impact on firms’ CSR engagements. 

On the other hand, firms in high competitive industry would reduce investments on 

CSR activities to increase the short-term profitability, thus returnee directors do not 

significant impact on scores of CSR for such firms (Schervish and Havens, 1998; 

Nelson, 2001; and Fernandez-Kranz & Santalo, 2010). Therefore, result cannot reject 

the hypothesis 2.  



Second, we sort sample firms into two groups by the median value of their leverage 

ratio. Since firms with high leverage ratio having high probability of default, this 

sends an uncertainty signal to firms’ stakeholders. Therefore, high leveraged firms 

should be more willing to pay for their CSR engagements than low leveraged firms to 

reduce information asymmetry problems (Shen et al., 2015). Column 3 shows a 

significant positive relationship between the percentages of returnee directors and 

scores of CSR for high leveraged firms; but it also appears that the relationship 

between the percentage of returnee directors and scores of CSR for low leveraged 

firms is marginal significantly negative in column 4. Result confirms that returnee 

directors in the high leveraged firms stimulate more CSR engagements than low 

leveraged firms (Scholtens, 2008; Kolk and Pinkse, 2010; Ghoul et al., 2011; and 

Shen et al., 2015). However, those returnee directors in the low leveraged firms might 

even reduce the investments in firms’ CSR, since they do not have the same level of 

concerns on firms’ financial healthy compared to high leveraged firms.  Empirical 

result here cannot reject the third hypothesis either.  

(Insert Table 3 about Here) 

4.4 Subsample analysis by directors’ characteristics 

In this section, we are going to perform other two sub-sample tests and a robustness 

test according to directors’ characteristics, such as the age, the political statue, and the 

directors’ past experiences.  

4.4.1 CEOs’ characteristics 



We sort our sample firms according to CEOs’ personal characteristics and to further 

examine whether the significant positive relationship between percentage of returnee 

CEOs and scores of CSR is impacted by CEOs’ features. First, we sort sample firms 

by whether their CEOs have political connections. Column 1 reports result for CEOs 

with political connections while column 2 reports results for CEOs without political 

connections. Results show that the returnee CEOs only have significant positive effect 

on firms’ CSR engagements for firms with political connections but not for firms 

without political connections.  Interestingly, we also observe a negative relationship 

between the percentage of government ownership and scores of CSR for firms with 

political connections. We explain the results as under the China centralized 

government management, the nature and public resource are tightly controlled by the 

government.  Firms with close political connections but with less government 

ownership have to engage in more CSR activities to help them gaining sociopolitical 

legitimacy and building better relations with their primary stakeholders, and then they 

are able to be on an advanced position in gaining resources (Haley, 1991; Berman et 

al., 1999; La Porta et al., 1999; Faccio & Lang, 2002; Saiia et al., 2003; Hillman, 

2005; and Wang and Qian, 2011). Therefore, our results are not surprise, and we 

cannot reject the fourth hypothesis.  

Second, we divide our sample firms into two groups by the median age of CEOs, 

namely Old and Young.  Intuitively, elder CEOs should pay more attention on firms’ 

CSR engagements than young CEOs, since elder CEOs are more ethics and less 

pressure to develop their careers.  Column 3 and 4 in Table 4 show the empirical 



result.  Result confirms our hypothesis on that the only elder returnee CEOs 

significantly positive improve the scores of CSR. We do not observe the same result 

for young CEOs’ group. The results is not surprise, and confirms most findings in 

literatures, which elder CEOs have strong motivation in engaging CSR but young 

CEOs are more likely ignoring the firms’ CSR activities due to a high pressure on 

pursuing high short-term profit and personal growth (Hall, 1976; Terpstra et al., 1993; 

Singhapakdi et al., 1999; McCuddy and Cavin, 2009; Godos-Díez et al. 2011; Ng and 

Sears, 2012; and Fabrizi et al., 2014). Thus, we cannot reject the fifth research 

hypothesis.  

(Insert Table 4 about Here) 

4.4.2 CEOs’ experience  

We conduct a robustness test on how returnee CEOs’ foreign experiences impact on 

the firms’ scores of CSR. We use dummy to indicate returnee CEOs’ foreign 

experiences, such as oversea working experience, short-term visiting experience, and 

education experience. Model 1 in Table 5 shows the dummy of returnee CEOs with 

oversea working experiences equals 1, otherwise equals 0; Model 2 in Table 5 shows 

the dummy of returnee CEOs with oversea short-term visiting experiences equals 1, 

otherwise equals 0; Model 3 in Table 5 shows the dummy of returnee CEOs with 

oversea educations experiences equals 1, otherwise equals 0. Empirical results show 

that returnee CEOs with oversea education experience would strongly significant 

positive relate to firms scores of CSR, and returnee CEOs with oversea working 



experience is only marginal significant positive to firms’ scores of CSR. However, 

there seems no a significant relationship between returnee CEOs’ oversea short-term 

visiting experiences and firms’ scores of CSR. The result is quite fit our expectation. 

Individuals need a longer time to learn how to develop ethics and the importance of 

CSR engagements to firms’ further growth.  

(Insert Table 5 about Here) 

4.5 Endogeneity (Table 6) 

In this section, we report the results for the endogeneity test by using 2sls method. 

The two selected instrument variables have been introduced previously. We only 

report the 2sls result of controlling for two IVs simultaneously2. Table 6 reports the 

empirical results, where column 1 reports the first-stage regression result while the 

column 2 reports the second-stage regression result. In the column 1, the dependent 

variable is the main scores of CSR for sample firms. Two instrument variables and 

other control variables are as independent variables. The first-stage regression result 

shows that both of our instrument variables, the Returnee Policy Issue Year and the 

dummy of British Colony, are highly significantly positive related to the main scores 

of CSR, which t-values are 4.21 and 2.29 respectively. The F-value for the Cragg and 

Donald (1993) instrument relevance test rejects the null hypothesis, and thus confirms 

that both of instrument variables are relevance as IVs. Column 2 reports the 

second-stage OLS regression results. Result shows that the coefficient of percentage 

of returnee directors is still significantly positive related to the scores of CSR, which 

                                                             
2
 We do not report the result of endogeneity test for individually controlling for each IV. However, we do 

separately perform the 2sls tests for each IV. Results are as same as the results of controlling for two IVs 
simultaneously. Results are available upon to request.  



is 70.02 (t=2.14). Therefore, our finding in the Table 2 that percentage of returnee 

directors positively relates to the scores of CSR is robustness to controlling for 

endogeneity concerns.  

(Insert Table 6 about Here) 

4.6  Robustness Test 

This sections reports results for two robustness tests. First, we use a dummy variable 

as an alternative measure to grade sample firms’ CSR engagements. Second, we 

control the provisional effect, and further examine whether the positive relationship 

between percentage of returnee directors and quality of CSR is still existence.  

4.6.1  Alternative measures for CSR  

We perform two tests in this section.  We create two dummy variables as dependent 

variable instead of the scores of CSR and perform a logistic test instead the OLS in 

Table 2. First, we use a dummy on whether a firm has been included in the Running’s 

report, if a firm which is included in Running’s report equals 1, otherwise equals to 0. 

Result is reported in the column 1 of Table 7. Second, we create a dummy on whether 

a firm has been included in Sustainability Reporting Guidelines released by Global 

Reporting Initiative, if firm which is in the GRI’s report equals 1, otherwise equals 0. 

Result is reported in the column 2. Table 7 shows that the significant positive 

relationship between the percentage of returnee directors and scores of CSR is still 

existence, no matter whether a firm has been included in the Running’s report or 



GRI’s report, which are 0.14 (t=2.52) and 0.48 (t=4.01) respectively. Our explanation 

would be that firms with high percentage of returnee directors are more engaging a 

high quality of CSR than other firms, and thus these firms are more likely included in 

either report.  

 (Insert Table 7 about Here) 

4.6.2  Control for provincial effect 

There might be a wondering on that the positive relationship between percentage of 

returnee directors and firms’ CSR score is caused by the dissimilarity of the 

provincial economic growth. Li and Zhang (2010) argue that CSR is negatively 

relates to the regional economic development in China, especially for state-owned 

firms in more developed province due to decreased political influence. Therefore, our 

positive relationship between percentage of returnee directors and firms’ CSR scores 

might be the unique phenomenon for provinces which have lower GDP growth 

measured by the GDP per capital than other provinces, because poor provinces may 

have stronger political influence on firms’ CSR. We control for the provincial effect 

by adding a variable of log value of GDP per capital for each province to further 

examine whether the percentage of returnee directors still positively impact on firms’ 

scores of CSR in this section.  

Table 8 shows that the positive relationship between percentage of returnee directors 

and firms’ CSR score is still significant for our main CSR score and C-score, but it is 

only marginal significant for M-score after controlling by provincial effect. However, 



results for either T-score or i-score turn to statistically insignificant in Table 8. In 

general, results in Table 8 are qualitatively as same as previous findings in Table 2. 

Therefore, the dissimilarity of provincial economic growth is not the cause on our 

main findings. The significant positive relationship between percentage of returnee 

directors and firms’ CSR quality remains existence.  

(Insert Table 8 about Here) 

5. Summary and Implications 

In this paper, we seek answers on whether returnee directors could strength firms’ 

CSR engagements for the Chinese listed firms during the period from 1999 to 2009.  

We obtain the scores of CSR for Chinese firms from Running’s CSR report as 

dependent variable. Furthermore, we manually collect personal information of 

returnee directors from sina.com.cn and the companies’ annual reports. Our main 

finding proves that there is a significant positive relationship between the percentage 

of returnee directors and scores of CSR in Chinese listed firms.  The sub-sample 

analyses further confirm that this relationship is pronounced for firms in lower 

competitive industry, with high leverage ratios, CEOs with political connections to 

government, and with aged CEOs.  Directors’ foreign experience is also matter on 

their attitude on CSR engagement. The directors with long-term foreign experience, 

such as education and working, will significantly positively improve firms’ CSR 

activities, but the relationship between directors’ short-term visiting experience and 

scores of CSR is insignificant. Finally, our main finding is robustness controlling for 



endogeneity concerns, which we use both the Returnee Policy Issue Year and the 

dummy of British Colony as instrument variables.  

Our results imply that Chinese firms should hire more returnee directors with 

long-term foreign experience to improve their CSR quality. This is a useful way to 

re-build Chinese firms’ reputation, to increase their brand value, and to improve the 

relationship with stakeholders. On the other hand, provincial governors should 

consistently issue policies to attract more skilled and knowledgeable individual 

coming back from overseas.  The well-trained returnee would contribute to the ethic 

issue to the local firms. Consequently, our findings may be meaningful to policy 

makers and regulators of emerging markets.  
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Table1 Summary statistics 

CSR score is the total CSR score of the public firm obtained from the Running’s CSR 

report, which is presented by Running and Loving Consulting for Common Welfare 

Co. Ltd. M, C, T, I is the score for the subcategories of the CSR score. Oversea returnee is 

measured by the number of oversea returnees divided by the number of board 

members. Size is the log value of a firm’s total asset. Board size is the total number of 

directors in the board. Indep% is the percentage of the independent director in the 

board. CEO duality is defined as one if the firm’s CEO is also the chairman of the 

board, otherwise zero. Leverage is the ratio of total debt over total asset. Tobinq is the 

Tobin’s Q value of the firm. PPE/at is the value of a firm’s plant, property, and 

equipment over total asset. Capex/at is a firm’s capital expenditure divided by total 

asset. Analyst is the total number of analysts following the firm. Gov. ownership is the 

shares owned by the government divided by the total number of shares outstanding. 

Foreign ownership is the shares owned by the foreign investors divided by the total 

number of shares outstanding. Executives ownership is the shares owned by the top 

executives of the firm divided by the total number of shares outstanding. Inst. 

ownership is the shares owned by the institutional investors divided by the total 

number of shares outstanding. Top5 ownership is the total number of shares held by 

the top 5 shareholders divided by the total number of shares outstanding. Top10 

ownership is the total number of shares held by the top 10 shareholders divided by the 

total number of shares outstanding. Top5 concentration is the Herfindahl-Hirschmann 

Index of shares held by the top 5 shareholders. All variables are winsorized at 1% and 

99%. The variable’s name can explain its definition.  

 (1) (2) (3) (4) (5) 

 N mean sd min max 

Oversea returnee ratio 1,926 0.060 0.082 0.000 0.333 

CSR Score  1,926 34.85 12.85 16.70 77.06 

M 1,626 11.06 4.589 4.533 24.49 

C 1,626 16.78 6.124 5.980 35.17 

T 1,624 6.518 2.201 3.640 15.70 

I 1,322 1.743 1.550 0.000 6.855 

Size  1,926 22.77 1.581 19.27 26.71 

Board size 1,926 9.720 2.173 5.000   15.00 

Indep% 1,926 0.368 0.055 0.286   0.571 

CEO duality 1,926 0.126 0.332 0.000   1.000 

Leverage  1,926 0.514 0.212 0.037 1.764 

Tobinq 1,926 1.794 1.212 0.700 10.88 

PPE/at 1,926 0.242 0.187 0.001 0.936 

Capex/at 1,926 0.060 0.056 -0.054 0.269 

Gov. ownership 1,926 0.145 0.221 0.000 0.736 

Foreign ownership 1,926 0.010 0.050 0.000 0.430 

Executives ownership 1,926 0.027 0.105 0.000 0.676 



Institutional ownership 1,926 0.035 0.069 0.000 0.326 

Analyst  1,926 16.53 13.56  0.000   48.00 

Top5 ownership 1,926 0.551 0.173 0.175 0.894 

Top10 ownership 1,926 0.593 0.170 0.200 0.908 

Top5 concentration 1,926 0.196 0.133 0.013 0.574 



Table 2 The association between CSR and oversea returnees 

This table investigates the association between CSR and oversea returnees. The dependent 

variable is the CSR score of the public firms in column 1. The dependent variable is the M 

subcategory index in the CSR score of the public firms in column 2. The dependent variable 

is the C subcategory index in the CSR score of the public firms in column 3. The dependent 

variable is the T subcategory index in the CSR score of the public firms in column 4. The 

dependent variable is the I subcategory index in the CSR score of the public firms in column 

5. CSR score is the total CSR score of the public firm obtained from the Running’s 

CSR report, which is presented by Running and Loving Consulting for Common 

Welfare Co. Ltd. M, C, T, I is the score for the subcategories of the CSR score. Oversea 

returnee is measured by the number of oversea returnees divided by the number of 

board members. Size is the log value of a firm’s total asset. Board size is the total 

number of directors in the board. Indep% is the percentage of the independent director 

in the board. CEO duality is defined as one if the firm’s CEO is also the chairman of 

the board, otherwise zero. Leverage is the ratio of total debt over total asset. Tobinq is 

the Tobin’s Q value of the firm. PPE/at is the value of a firm’s plant, property, and 

equipment over total asset. Capex/at is a firm’s capital expenditure divided by total 

asset. Analyst is the total number of analysts following the firm. Gov. ownership is the 

shares owned by the government divided by the total number of shares outstanding. 

Foreign ownership is the shares owned by the foreign investors divided by the total 

number of shares outstanding. Executives ownership is the shares owned by the top 

executives of the firm divided by the total number of shares outstanding. Inst. 

ownership is the shares owned by the institutional investors divided by the total 

number of shares outstanding. Top5 ownership is the total number of shares held by 

the top 5 shareholders divided by the total number of shares outstanding. Top10 

ownership is the total number of shares held by the top 10 shareholders divided by the 

total number of shares outstanding. Top5 concentration is the Herfindahl-Hirschmann 

Index of shares held by the top 5 shareholders. All variables are winsorized at 1% and 

99%. The variable’s name can explain its definition. We adopt the robust standard errors 

in the regression. *, ** and *** indicate statistical significance at the 10%, 5%, and 1% 

level respectively. 

 (1) (2) (3) (4) (5) 

VARIABLES CSR score M C T I 

Oversea returnee 8.29** 2.70* 6.25*** 1.37* 0.54 

 (2.20) (1.79) (3.14) (1.80) (1.07) 

Size  3.44*** 1.11*** 1.69*** 0.57*** 0.32*** 

 (10.59) (8.35) (10.02) (8.69) (7.08) 

Board size 0.46*** 0.18*** 0.24*** 0.09*** 0.05** 

 (3.08) (3.03) (3.06) (2.89) (2.42) 

Indep% 3.60 2.50 0.64 1.16 0.76 

 (0.80) (1.36) (0.27) (1.33) (1.27) 

CEO duality 0.63 0.20 0.65* 0.00 -0.03 



 (0.92) (0.71) (1.80) (0.04) (-0.32) 

Leverage  -0.68 -0.37 -0.76 0.01 0.08 

 (-0.42) (-0.54) (-0.88) (0.02) (0.36) 

Tobinq 0.20 0.09 0.11 0.04 0.06** 

 (0.80) (0.82) (0.87) (1.01) (2.01) 

PPE/at -2.37 -1.78** -0.47 -0.46 0.18 

 (-1.18) (-2.08) (-0.44) (-1.10) (0.67) 

Capex/at -3.64 -0.90 -0.25 -1.76** 0.54 

 (-0.79) (-0.45) (-0.10) (-1.98) (0.70) 

Analyst  0.03 -0.00 0.01 0.01 0.00 

 (1.21) (-0.08) (0.93) (1.36) (0.84) 

Gov. ownership -2.34* -0.83 -0.93 -0.83*** -0.21 

 (-1.70) (-1.44) (-1.32) (-2.83) (-1.11) 

Foreign ownership -2.95 -2.46 -1.38 -1.04 1.47** 

 (-0.59) (-1.07) (-0.48) (-0.94) (2.17) 

Executives ownership 3.41 0.92 1.71 0.87** 0.25 

 (1.46) (1.05) (1.34) (2.05) (0.81) 

Inst. ownership 2.71 2.65 2.66 0.05 -0.45 

 (0.75) (1.63) (1.32) (0.06) (-0.88) 

TOP5 ownership -7.85 -2.60 0.20 -2.58** -1.14 

 (-1.29) (-1.04) (0.06) (-2.18) (-1.31) 

TOP10 ownership 13.16*** 5.58*** 5.85*** 2.16*** 0.44 

 (4.03) (4.35) (3.49) (3.42) (1.06) 

TOP5 concentration 3.39 -0.26 -3.06 2.16 1.37 

 (0.37) (-0.07) (-0.65) (1.22) (1.06) 

Constant -58.12*** -17.70*** -30.01*** -8.15*** -6.28*** 

 (-7.89) (-5.70) (-7.74) (-5.50) (-6.28) 

Year fixed effect Yes Yes Yes Yes Yes 

Industry fixed effect Yes Yes Yes Yes Yes 

Observations 1,922 1,623 1,623 1,621 1,320 

R-squared 0.41 0.33 0.39 0.36 0.43 

Robust t-statistics in parentheses, *** p<0.01, ** p<0.05, * p<0.1 

 



Table 3 Subsample analysis by firms’ Characteristics 

The dependent variable is the CSR score of the public firms in column 1. Industry 

competition is measured by the Herfindahl-Hirschmann Index of a firm’s sales. When 

the HHI index of a firm is above the sample median, we assign it in an industry with 

low competition, otherwise in an industry with high competition. CSR score is the 

total CSR score of the public firm obtained from the Running’s CSR report, which is 

presented by Running and Loving Consulting for Common Welfare Co. Ltd. M, C, T, I 

is the score for the subcategories of the CSR score. Oversea returnee is measured by the 

number of oversea returnees divided by the number of board members. Size is the log 

value of a firm’s total asset. Board size is the total number of directors in the board. 

Indep% is the percentage of the independent director in the board. CEO duality is 

defined as one if the firm’s CEO is also the chairman of the board, otherwise zero. 

Leverage is the ratio of total debt over total asset. Tobinq is the Tobin’s Q value of the 

firm. PPE/at is the value of a firm’s plant, property, and equipment over total asset. 

Capex/at is a firm’s capital expenditure divided by total asset. Analyst is the total 

number of analysts following the firm. Gov. ownership is the shares owned by the 

government divided by the total number of shares outstanding. Foreign ownership is 

the shares owned by the foreign investors divided by the total number of shares 

outstanding. Executives ownership is the shares owned by the top executives of the 

firm divided by the total number of shares outstanding. Inst. ownership is the shares 

owned by the institutional investors divided by the total number of shares outstanding. 

Top5 ownership is the total number of shares held by the top 5 shareholders divided 

by the total number of shares outstanding. Top10 ownership is the total number of 

shares held by the top 10 shareholders divided by the total number of shares 

outstanding. Top5 concentration is the Herfindahl-Hirschmann Index of shares held 

by the top 5 shareholders. All variables are winsorized at 1% and 99%. The variable’s name 

can explain its definition. We adopt the robust standard errors in the regression. *, ** 

and *** indicate statistical significance at the 10%, 5%, and 1% level respectively.  

 Industry competition  Leverage 

 Low High  Low High 

Oversea returnee 17.79*** -3.96  -9.87* 14.98*** 

 (3.67) (-0.69)  (-1.69) (3.17) 

Size  3.01*** 3.70***  3.74*** 3.25*** 

 (7.14) (7.25)  (6.10) (7.89) 

Board size 0.39** 0.60**  -0.53** 1.00*** 

 (2.08) (2.47)  (-2.31) (5.18) 

Indep% 14.94*** -11.82*  0.49 0.76 

 (2.59) (-1.67)  (0.07) (0.13) 

CEO duality -0.31 1.24  1.01 0.64 

 (-0.32) (1.28)  (1.15) (0.57) 

Leverage  1.32 -4.63*  -1.70 -1.40 

 (0.62) (-1.83)  (-0.52) (-0.42) 



Tobinq 0.49 -0.39  0.19 0.61 

 (1.44) (-1.09)  (0.68) (0.96) 

PPE/at 0.12 -4.19  -1.70 -1.50 

 (0.05) (-1.19)  (-0.57) (-0.56) 

Capex/at -14.05** 11.05  0.33 -6.97 

 (-2.41) (1.49)  (0.05) (-1.07) 

Analyst  0.05 0.03  0.00 0.07* 

 (1.42) (0.60)  (0.06) (1.82) 

Gov. ownership -2.51 -2.16  -0.16 -2.50 

 (-1.45) (-0.98)  (-0.08) (-1.42) 

Foreign ownership 0.44 -9.63  -11.33** 3.01 

 (0.08) (-0.96)  (-2.28) (0.32) 

Executives own. 2.22 4.56  1.75 -0.58 

 (0.66) (1.26)  (0.64) (-0.07) 

Inst. ownership 0.74 3.98  -5.29 8.47 

 (0.14) (0.78)  (-1.13) (1.42) 

TOP5 ownership -3.24 -17.07*  -0.08 -15.59* 

 (-0.40) (-1.85)  (-0.01) (-1.88) 

TOP10 ownership 13.59*** 10.64*  15.98*** 9.63** 

 (3.34) (1.90)  (3.17) (2.20) 

TOP5 concentration -3.63 18.63  -8.82 18.02 

 (-0.30) (1.34)  (-0.60) (1.49) 

Constant -54.76*** -56.63***  -56.88*** -56.35*** 

 (-5.73) (-4.95)  (-4.23) (-5.70) 

Year fixed effect Yes Yes  Yes Yes 

Industry fixed effect Yes Yes  Yes Yes 

Observations 1,146 776  761 1,161 

R-squared 0.48 0.28  0.24 0.49 

 

  



Table 4 Subsample analysis based on CEO characteristics 

This table reports the results of subsample analysis based on the CEO characteristics. We 

define old CEO and younger CEO based on the sample age median of CEO. Following the 

literature, we define a CEO as politically connected CEO if (1) he/she was a former 

government official; (2) he/she is a current or former member of the People’s Congress; (3) 

he/she is a current or former member of the People’s Political Consultative Conference. The 

dependent variable is the CSR score of the public firms in column 1. CSR score is the total 

CSR score of the public firm obtained from the Running’s CSR report, which is 

presented by Running and Loving Consulting for Common Welfare Co. Ltd. M, C, T, I 

is the score for the subcategories of the CSR score. Oversea returnee is measured by the 

number of oversea returnees divided by the number of board members. Size is the log 

value of a firm’s total asset. Board size is the total number of directors in the board. 

Indep% is the percentage of the independent director in the board. CEO duality is 

defined as one if the firm’s CEO is also the chairman of the board, otherwise zero. 

Leverage is the ratio of total debt over total asset. Tobinq is the Tobin’s Q value of the 

firm. PPE/at is the value of a firm’s plant, property, and equipment over total asset. 

Capex/at is a firm’s capital expenditure divided by total asset. Analyst is the total 

number of analysts following the firm. Gov. ownership is the shares owned by the 

government divided by the total number of shares outstanding. Foreign ownership is 

the shares owned by the foreign investors divided by the total number of shares 

outstanding. Executives ownership is the shares owned by the top executives of the 

firm divided by the total number of shares outstanding. Inst. ownership is the shares 

owned by the institutional investors divided by the total number of shares outstanding. 

Top5 ownership is the total number of shares held by the top 5 shareholders divided 

by the total number of shares outstanding. Top10 ownership is the total number of 

shares held by the top 10 shareholders divided by the total number of shares 

outstanding. Top5 concentration is the Herfindahl-Hirschmann Index of shares held 

by the top 5 shareholders. All variables are winsorized at 1% and 99%. The variable’s name 

can explain its definition. We adopt the robust standard errors in the regression. *, ** 

and *** indicate statistical significance at the 10%, 5%, and 1% level respectively. 

 Politically connected CEO CEO’s Age 

 Yes No Old CEO Younger CEO 

Oversea returnee 10.67* 3.57 10.30** -2.18 

 (1.91) (0.66) (2.16) (-0.32) 

Size  4.38*** 2.35*** 3.76*** 2.41*** 

 (9.26) (5.55) (9.69) (3.84) 

Board size 0.36 0.61*** 0.71*** 0.09 

 (1.57) (2.93) (3.83) (0.34) 

Indep% 0.64 5.51 9.21 1.14 

 (0.10) (0.83) (1.60) (0.16) 

CEO duality 0.77 0.55 0.01 2.56** 

 (0.71) (0.57) (0.01) (1.97) 



Leverage  -3.21 1.50 -0.48 0.49 

 (-1.19) (0.73) (-0.24) (0.16) 

Tobinq 0.60 -0.26 0.55 -0.31 

 (1.51) (-0.77) (1.56) (-0.95) 

PPE/at -5.99* -0.11 -5.77** 2.89 

 (-1.66) (-0.05) (-2.12) (0.90) 

Capex/at -7.57 1.94 -3.98 -0.64 

 (-0.94) (0.36) (-0.60) (-0.10) 

Analyst  0.02 0.07* -0.01 0.10** 

 (0.53) (1.81) (-0.36) (2.24) 

Gov. ownership -5.41*** 0.21 -3.13* 1.76 

 (-2.68) (0.11) (-1.94) (0.64) 

Foreign ownership 7.85 -6.38 0.89 7.12 

 (0.78) (-1.06) (0.14) (0.91) 

Executives own. 1.17 3.68 6.82* 0.96 

 (0.30) (1.14) (1.94) (0.30) 

Inst. ownership 8.34 -1.46 6.91 0.18 

 (1.54) (-0.29) (1.43) (0.03) 

TOP5 ownership -1.61 -12.80 -14.17** 15.24 

 (-0.17) (-1.64) (-1.97) (1.28) 

TOP10 ownership 17.99*** 7.28* 13.10*** 11.83* 

 (3.74) (1.65) (3.32) (1.90) 

TOP5 

concentration 

-7.83 13.89 10.76 -23.66 

 (-0.56) (1.14) (0.99) (-1.31) 

Constant -77.71*** -33.77*** -64.59*** -42.64*** 

 (-7.36) (-3.26) (-6.97) (-3.28) 

Year fixed effect Yes Yes Yes Yes 

Industry fixed 

effect 

Yes Yes Yes Yes 

Observations 916 1,006 1,301 621 

R-squared 0.46 0.31 0.44 0.31 

 

  



Table 5: Subsample analysis based on foreign working experience, 

visiting experience or education experience. 

This table reports the results of subsample analysis based on whether the returnees have 

foreign working experience, visiting experience or education experience. The dependent 

variable is the CSR score of the public firms in column 1. CSR score is the total CSR score 

of the public firm obtained from the Running’s CSR report, which is presented by 

Running and Loving Consulting for Common Welfare Co. Ltd. M, C, T, I is the score for 

the subcategories of the CSR score. Oversea_work_ratio is measured by the number of 

oversea returnees with foreign working experience divided by the number of board 

members. Oversea_visit_ratio is measured by the number of oversea returnees with 

foreign visiting experience divided by the number of board members. 

Oversea_edu_ratio is measured by the number of oversea returnees with foreign 

education divided by the number of board members. Size is the log value of a firm’s 

total asset. Board size is the total number of directors in the board. Indep% is the 

percentage of the independent director in the board. CEO duality is defined as one if 

the firm’s CEO is also the chairman of the board, otherwise zero. Leverage is the ratio 

of total debt over total asset. Tobinq is the Tobin’s Q value of the firm. PPE/at is the 

value of a firm’s plant, property, and equipment over total asset. Capex/at is a firm’s 

capital expenditure divided by total asset. Analyst is the total number of analysts 

following the firm. Gov. ownership is the shares owned by the government divided by 

the total number of shares outstanding. Foreign ownership is the shares owned by the 

foreign investors divided by the total number of shares outstanding. Executives 

ownership is the shares owned by the top executives of the firm divided by the total 

number of shares outstanding. Inst. ownership is the shares owned by the institutional 

investors divided by the total number of shares outstanding. Top5 ownership is the 

total number of shares held by the top 5 shareholders divided by the total number of 

shares outstanding. Top10 ownership is the total number of shares held by the top 10 

shareholders divided by the total number of shares outstanding. Top5 concentration is 

the Herfindahl-Hirschmann Index of shares held by the top 5 shareholders. All 

variables are winsorized at 1% and 99%. The variable’s name can explain its definition. We 

adopt the robust standard errors in the regression. *, ** and *** indicate statistical 

significance at the 10%, 5%, and 1% level respectively. 

 

 (1) (2) (3) 

 Model Model Model 

Oversea_work_ratio 11.03*   

 (1.96)   

Oversea_visit_ratio  -0.76  

  (-0.10)  

Oversea_edu_ratio   20.10*** 

   (3.44) 



Size  3.45*** 3.57*** 3.27*** 

 (10.79) (11.09) (9.84) 

Board size 0.47*** 0.48*** 0.48*** 

 (3.16) (3.24) (3.17) 

Indep% 3.73 4.50 3.96 

 (0.83) (1.00) (0.88) 

CEO duality 0.68 0.62 0.55 

 (0.99) (0.91) (0.81) 

Leverage  -0.72 -0.73 -0.79 

 (-0.45) (-0.45) (-0.49) 

Tobinq 0.21 0.23 0.18 

 (0.81) (0.90) (0.72) 

PPE/at -2.36 -2.56 -2.61 

 (-1.17) (-1.26) (-1.30) 

Capex/at -4.04 -3.86 -2.96 

 (-0.88) (-0.84) (-0.64) 

Analyst  0.04 0.03 0.03 

 (1.40) (1.28) (1.17) 

Gov. ownership -2.33* -2.41* -2.43* 

 (-1.70) (-1.75) (-1.77) 

Foreign ownership -2.65 -2.19 -2.17 

 (-0.53) (-0.44) (-0.42) 

Executives own. 3.51 3.45 3.15 

 (1.49) (1.47) (1.36) 

Inst. ownership 2.41 2.08 3.52 

 (0.67) (0.59) (0.97) 

TOP5 ownership -7.77 -9.10 -6.50 

 (-1.27) (-1.49) (-1.07) 

TOP10 ownership 13.39*** 14.37*** 12.80*** 

 (4.13) (4.51) (3.96) 

TOP5 concentration 3.20 3.89 2.28 

 (0.35) (0.42) (0.25) 

Constant -58.77*** -61.59*** -54.79*** 

 (-8.10) (-8.42) (-7.26) 

Year fixed effect Yes Yes Yes 

Industry fixed effect Yes Yes Yes 

Observations 1,922 1,922 1,922 

R-squared 0.41 0.41 0.42 

 

  



Table 6. CSR score and oversea returnee in 2SLS regression 

The dependent variable is the CSR score of the public firms. CSR score is the total CSR 

score of the public firm obtained from the Running’s CSR report, which is presented 

by Running and Loving Consulting for Common Welfare Co. Ltd. M, C, T, I is the score 

for the subcategories of the CSR score. Oversea returnee is measured by the number of 

oversea returnees divided by the number of board members. Size is the log value of a 

firm’s total asset. Board size is the total number of directors in the board. Indep% is 

the percentage of the independent director in the board. CEO duality is defined as one 

if the firm’s CEO is also the chairman of the board, otherwise zero. Leverage is the 

ratio of total debt over total asset. Tobinq is the Tobin’s Q value of the firm. PPE/at is 

the value of a firm’s plant, property, and equipment over total asset. Capex/at is a 

firm’s capital expenditure divided by total asset. Analyst is the total number of 

analysts following the firm. Gov. ownership is the shares owned by the government 

divided by the total number of shares outstanding. Foreign ownership is the shares 

owned by the foreign investors divided by the total number of shares outstanding. 

Executives ownership is the shares owned by the top executives of the firm divided by 

the total number of shares outstanding. Inst. ownership is the shares owned by the 

institutional investors divided by the total number of shares outstanding. Top5 

ownership is the total number of shares held by the top 5 shareholders divided by the 

total number of shares outstanding. Top10 ownership is the total number of shares 

held by the top 10 shareholders divided by the total number of shares outstanding. 

Top5 concentration is the Herfindahl-Hirschmann Index of shares held by the top 5 

shareholders. British_colony is a dummy variable that equals one if a firm located in a 

province where was a place for commonwealth countries’ colony, and zero otherwise. 

Hiring returnee policy is a dummy variable assigning the value of one if the year is after the 

year when the province, the firm located, issues the policy to stimulatory hire returnees. All 

variables are winsorized at 1% and 99%. The variable’s name can explain its definition. We 

adopt the robust standard errors in the regression. *, ** and *** indicate statistical 

significance at the 10%, 5%, and 1% level respectively. 

 (1) (2) 

 First Stage Second Stage 

   

Oversea returnee  70.02** 

  (2.14) 

Size  0.02*** 2.30*** 

 (6.88) (3.56) 

Board size 0.00*** 0.31 

 (3.22) (1.59) 

Indep% 0.11*** -2.55 

 (3.14) (-0.41) 

CEO duality -0.00 0.83 

 (-0.31) (1.11) 



Leverage  -0.00 0.93 

 (-0.26) (0.53) 

Tobinq 0.00** 0.09 

 (2.11) (0.27) 

PPE/at -0.02* -0.37 

 (-1.70) (-0.17) 

Capex/at -0.01 -4.05 

 (-0.35) (-0.78) 

Analyst  0.00 0.03 

 (0.49) (1.00) 

Gov. ownership -0.01 -1.77 

 (-0.51) (-1.17) 

Foreign ownership 0.09** -9.41 

 (2.27) (-1.38) 

Executives ownership 0.00 4.68* 

 (0.19) (1.72) 

Inst. ownership -0.08*** 6.02 

 (-2.99) (1.31) 

TOP5 ownership -0.15*** 3.52 

 (-3.48) (0.42) 

TOP10 ownership 0.15*** 3.54 

 (7.10) (0.61) 

TOP5 concentration 0.07 -1.41 

 (1.06) (-0.14) 

British_colony 0.01***  

 (4.21)  

Hiring returnee policy 0.01**  

 (2.29)  

Hansen J statistic P-value 0.652 . 

Cragg-Donald Wald F statistic 10.3 (.) 

Constant -0.44*** -32.14** 

 (-7.99) (-2.04) 

Year fixed effect Yes Yes 

Industry fixed effect Yes Yes 

Observations 1,829 1,829 

R-squared 0.32 0.32 



Table 7 Alternative measures for the CSR 

The dependent variable is dummy variable measuring whether the firm is included in Runling 

CSR report in column 1. The dependent variable is dummy variable measuring whether the 

firm obeys Global Reporting Initiative GRI <Sustainability Reporting Guidelines> in 

column 2. CSR score is the total CSR score of the public firm obtained from the 

Running’s CSR report, which is presented by Running and Loving Consulting for 

Common Welfare Co. Ltd. M, C, T, I is the score for the subcategories of the CSR score. 

Oversea returnee is measured by the number of oversea returnees divided by the 

number of board members. Size is the log value of a firm’s total asset. Board size is 

the total number of directors in the board. Indep% is the percentage of the 

independent director in the board. CEO duality is defined as one if the firm’s CEO is 

also the chairman of the board, otherwise zero. Leverage is the ratio of total debt over 

total asset. Tobinq is the Tobin’s Q value of the firm. PPE/at is the value of a firm’s 

plant, property, and equipment over total asset. Capex/at is a firm’s capital 

expenditure divided by total asset. Analyst is the total number of analysts following 

the firm. Gov. ownership is the shares owned by the government divided by the total 

number of shares outstanding. Foreign ownership is the shares owned by the foreign 

investors divided by the total number of shares outstanding. Executives ownership is 

the shares owned by the top executives of the firm divided by the total number of 

shares outstanding. Inst. ownership is the shares owned by the institutional investors 

divided by the total number of shares outstanding. Top5 ownership is the total number 

of shares held by the top 5 shareholders divided by the total number of shares 

outstanding. Top10 ownership is the total number of shares held by the top 10 

shareholders divided by the total number of shares outstanding. Top5 concentration is 

the Herfindahl-Hirschmann Index of shares held by the top 5 shareholders. 

British_colony is a dummy variable that equals one if a firm located in a province 

where was a place for commonwealth countries’ colony, and zero otherwise. Hiring 

returnee policy is a dummy variable assigning the value of one if the year is after the year 

when the province, the firm located, issues the policy to stimulatory hire returnees. All 

variables are winsorized at 1% and 99%. The variable’s name can explain its definition. We 

adopt the robust standard errors in the regression. *, ** and *** indicate statistical 

significance at the 10%, 5%, and 1% level respectively. 

 (1) (2) 

 Whether 

the firm is 

included in 

Run Ling’s 

CSR report 

Whether the firm obeys GRI 

<Sustainability Reporting Guidelines> 

Oversea returnee 0.14** 0.48*** 

 (2.52) (4.01) 

Size  0.12*** 0.10*** 

 (23.56) (10.11) 



Board size 0.00 0.01** 

 (0.28) (2.26) 

Indep% 0.15* 0.07 

 (1.89) (0.50) 

CEO duality -0.02** 0.00 

 (-2.07) (0.16) 

Leverage  -0.14*** -0.05 

 (-6.67) (-0.94) 

Tobinq 0.03*** 0.01 

 (7.32) (1.26) 

PPE/at 0.03 -0.19*** 

 (0.95) (-3.15) 

Capex/at 0.18*** -0.17 

 (2.58) (-1.17) 

Analyst  0.00*** -0.00 

 (6.76) (-0.47) 

Gov. ownership 0.02 -0.04 

 (0.97) (-0.88) 

Foreign ownership -0.20*** -0.13 

 (-3.34) (-0.95) 

Executives own. -0.06*** 0.03 

 (-2.68) (0.44) 

Inst. ownership 0.01 -0.19* 

 (0.14) (-1.72) 

TOP5 ownership -0.07 -0.26 

 (-0.71) (-1.42) 

TOP10 ownership -0.01 0.30*** 

 (-0.24) (3.35) 

TOP5 concentration 0.02 0.12 

 (0.16) (0.45) 

Constant -2.28*** -2.22*** 

 (-20.58) (-10.45) 

Year fixed effect Yes Yes 

Industry fixed effect Yes Yes 

Observations 9,699 1,999 

R-squared 0.28 0.28 



Table 8: Additional controls 

The dependent variable is the CSR score of the public firms in column 1. The dependent 

variable is the M subcategory index in the CSR score of the public firms in column 2. The 

dependent variable is the C subcategory index in the CSR score of the public firms in column 

3. The dependent variable is the T subcategory index in the CSR score of the public firms in 

column 4. The dependent variable is the I subcategory index in the CSR score of the public 

firms in column 5. CSR score is the total CSR score of the public firm obtained from 

the Running’s CSR report, which is presented by Running and Loving Consulting for 

Common Welfare Co. Ltd. M, C, T, I is the score for the subcategories of the CSR score. 

Oversea returnee is measured by the number of oversea returnees divided by the 

number of board members. Size is the log value of a firm’s total asset. Board size is 

the total number of directors in the board. Indep% is the percentage of the 

independent director in the board. CEO duality is defined as one if the firm’s CEO is 

also the chairman of the board, otherwise zero. Leverage is the ratio of total debt over 

total asset. Tobinq is the Tobin’s Q value of the firm. PPE/at is the value of a firm’s 

plant, property, and equipment over total asset. Capex/at is a firm’s capital 

expenditure divided by total asset. Analyst is the total number of analysts following 

the firm. Gov. ownership is the shares owned by the government divided by the total 

number of shares outstanding. Foreign ownership is the shares owned by the foreign 

investors divided by the total number of shares outstanding. Executives ownership is 

the shares owned by the top executives of the firm divided by the total number of 

shares outstanding. Inst. ownership is the shares owned by the institutional investors 

divided by the total number of shares outstanding. Top5 ownership is the total number 

of shares held by the top 5 shareholders divided by the total number of shares 

outstanding. Top10 ownership is the total number of shares held by the top 10 

shareholders divided by the total number of shares outstanding. Top5 concentration is 

the Herfindahl-Hirschmann Index of shares held by the top 5 shareholders. Log(GDP 

per capita) is the log value of provincial GDP per capita. All variables are winsorized at 

1% and 99%. The variable’s name can explain its definition. We adopt the robust standard 

errors in the regression. *, ** and *** indicate statistical significance at the 10%, 5%, 

and 1% level respectively. 

 (1) (2) (3) (4) (5) 

VARIABLES CSR score M C T I 

Oversea returnee 8.17** 2.70* 6.24*** 1.24 0.50 

 (2.16) (1.78) (3.12) (1.62) (0.99) 

Size  3.41*** 1.11*** 1.69*** 0.54*** 0.31*** 

 (10.55) (8.30) (10.01) (8.45) (6.91) 

Board size 0.46*** 0.18*** 0.24*** 0.09*** 0.05** 

 (3.10) (3.03) (3.07) (2.98) (2.46) 

Indep% 3.65 2.50 0.64 1.21 0.77 

 (0.81) (1.35) (0.27) (1.39) (1.28) 

CEO duality 0.61 0.20 0.65* -0.02 -0.04 



 (0.89) (0.71) (1.79) (-0.16) (-0.41) 

Leverage  -0.63 -0.37 -0.75 0.07 0.10 

 (-0.39) (-0.54) (-0.87) (0.23) (0.44) 

Tobinq 0.20 0.09 0.11 0.04 0.06* 

 (0.77) (0.82) (0.87) (0.86) (1.95) 

PPE/at -2.35 -1.78** -0.47 -0.45 0.19 

 (-1.17) (-2.08) (-0.44) (-1.08) (0.69) 

Capex/at -3.47 -0.90 -0.23 -1.56* 0.59 

 (-0.76) (-0.45) (-0.09) (-1.75) (0.77) 

Analyst  0.03 -0.00 0.01 0.01 0.00 

 (1.23) (-0.08) (0.94) (1.44) (0.86) 

Gov. ownership -2.33* -0.83 -0.93 -0.81*** -0.21 

 (-1.70) (-1.44) (-1.32) (-2.80) (-1.10) 

Foreign ownership -3.04 -2.46 -1.39 -1.08 1.46** 

 (-0.60) (-1.07) (-0.48) (-0.98) (2.16) 

Executives own. 3.36 0.92 1.71 0.81* 0.24 

 (1.43) (1.05) (1.33) (1.94) (0.77) 

Inst. ownership 2.90 2.65 2.68 0.25 -0.39 

 (0.80) (1.63) (1.32) (0.34) (-0.76) 

TOP5 ownership -7.98 -2.60 0.18 -2.74** -1.18 

 (-1.31) (-1.04) (0.06) (-2.32) (-1.35) 

TOP10 ownership 13.16*** 5.58*** 5.85*** 2.15*** 0.44 

 (4.03) (4.35) (3.49) (3.42) (1.06) 

TOP5 concentration 3.46 -0.26 -3.05 2.27 1.39 

 (0.38) (-0.07) (-0.65) (1.29) (1.08) 

Log(GDP per capita) 0.23 0.00 0.02 0.24** 0.07 

 (0.39) (0.01) (0.07) (2.13) (0.79) 

Constant -60.04*** -17.72*** -30.19*** -10.16*** -6.85*** 

 (-6.54) (-4.59) (-6.19) (-5.48) (-5.44) 

Year fixed effect Yes Yes Yes Yes Yes 

Industry fixed effect Yes Yes Yes Yes Yes 

Observations 1,922 1,623 1,623 1,621 1,320 

R-squared 0.39 0.33 0.37 0.36 0.43 



Appendix I: Variable definition 

Variables Definition Data Source 

CSR score 
The total CSR score of the public firm 

obtained from the Running’s CSR report. 

Running and 

Loving 

Consulting for 

Common 

Welfare Co. 

Ltd. 

M 
The score for the subcategories of M in the 

CSR score. 

Running and 

Loving 

Consulting for 

Common 

Welfare Co. 

Ltd. 

C 
The score for the subcategories of C in the 

CSR score. 

Running and 

Loving 

Consulting for 

Common 

Welfare Co. 

Ltd. 

T 
The score for the subcategories of T in the 

CSR score. 

Running and 

Loving 

Consulting for 

Common 

Welfare Co. 

Ltd. 

I 
The score for the subcategories of I in the 

CSR score. 

Running and 

Loving 

Consulting for 

Common 

Welfare Co. 

Ltd. 

Oversea returnee 
The number of oversea returnees divided by 

the number of board members. 
Director’s CV 

Size The log of total assets. CSMAR 

Board size The board size of the firm. CSMAR 

Indep% 
The percentage of the independent director in 

the board. 
CSMAR 

CEO duality 
A dummy variable defined as 1 if the firm’s 

CEO is also the chairman of the board. 
CSMAR 

Leverage The ratio of total debt over total asset. CSMAR 

Tobinq The firm’s Tobin’s Q value. CSMAR 



PPE/at 
The value of a firm’s plant, property, and 

equipment over total asset. 
CSMAR 

Capex/at 
A firm’s capital expenditure divided by total 

asset. 
CSMAR 

Analyst The number of analysts following the firm. CSMAR 

Gov. ownership 
The shares owned by the government divided 

by the total number of shares outstanding. 
CSMAR 

Foreign ownership 

The shares owned by the foreign investors 

divided by the total number of shares 

outstanding. 

CSMAR 

Inst. ownership 

Total number of shares held by institution 

over the total number outstanding shares of 

the firm. 

CSMAR 

Top5 ownership 

The total number of shares held by the top 5 

shareholders divided by the total number of 

shares outstanding. 

CSMAR 

Top10 ownership 

The total number of shares held by the top 10 

shareholders divided by the total number of 

shares outstanding. 

CSMAR 

Top5 concentration 
The Herfindahl-Hirschmann Index of shares 

held by the top 5 shareholders. 
CSMAR 

Industry competition 
The Herfindahl-Hirschmann Index of a firm’s 

sales. 
CSMAR 

Politically connected 

CEO 

Following the literature, we define a CEO as 

politically connected CEO if (1) he/she was a 

former government official; (2) he/she is a 

current or former member of the People’s 

Congress; (3) he/she is a current or former 

member of the People’s Political Consultative 

Conference 

CEO’s CV 

Oversea_work_ratio 

The number of oversea returnees with foreign 

working experience divided by the number of 

board members. 

Director’s CV 

Oversea_visit_ratio 

The number of oversea returnees with foreign 

visiting experience divided by the number of 

board members. 

Director’s CV 

Oversea_edu_ratio 

The number of oversea returnees with foreign 

education divided by the number of board 

members. 

Director’s CV 

British_colony 

A dummy variable that equals one if a firm 

located in a province where was a place for 

commonwealth countries’ colony, and zero 

otherwise. 

Government’s 

website 

Hiring returnee A dummy variable assigning the value of one Government’s 



policy if the year is after the year when the province, 

the firm located, issues the policy to 

stimulatory hire returnees. 

website 

Log(GDP per capita) The log value of provincial GDP per capita. CSMAR 

 


