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Abstract
This study introduces the history and characteristics of China’s corporate
social responsibility (CSR) policy. Historical review focuses on the governmental
drive since it has led the firms to the benevolent behaviors, based on which
we regard CSR as a state-led institutionalization and thus have drawn the
political tie for the core construct to affect the CSR performance. We empirically
investigate the effect of political tie on the CSR performance in China, using
the dataset for political ties at the top executive level in 246 Chinese listed
firms. We hypothesize that the CSR performance has an inverted U-shaped
relationship with political ties, and that the relationship is weakened by
foreign ownership and regional marketization. The statistical findings support
all hypotheses. The findings suggest that the market mechanism replaces the
policy directive in making the benevolent behaviors although the government
still exercises influences on the firms’ action. The study contributes to the
literature by theorizing that firms’ government mandatory CSR performance
changes with the variations of public pressure. Especially, examining Chinaspecific phenomenon enables a new perspective when studying the institutional
context of a transition economy.
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Ⅰ. Introduction
Corporate social responsibility (CSR) has attracted significant attention
due to heightened interest in firms’ social behaviors. Prior studies indicate
that implementing such prosocial activities may benefit the firm from the
perspective of resource access, financial performance improvement, and
reputation enhancement (Kahreh et al., 2014; Liu et al., 2018; Rahman &
Ismail, 2016; Usman & Amran, 2015). Against this background, scholars
have focused on the motivation of CSR, which emphasized the pressure
from the external institutional environment and the internal corporate
governance requirements (Muttakin et al., 2018; Petrenko et al., 2016). The
existing CSR research investigates the motivation and consequences of
engaging in social responsibility activities. It emphasizes the pressure from
the legal or political system environment as a determinant of the CSR
behaviors (Lam & Maria, 2014; Lin et al., 2015). Firms have dealt with the
institutional pressure by developing an exchange relationship with governments
(Liu et al., 2018).
In China, state intervention has been strong in the economy (Huang &
Zhao, 2016). With a rising economic and political status, China began to
stress that firms must not place profit-seeking above social morality and
public welfare. Over the two decades, the Chinese government has
proactively directed the country away from the blind pursuit of economic
benefits. At the same time, it has also addressed social and environmental
value: first, from introduction of “labor rights protection” in 1994 to the
“harmonious society” in 2006, economic development has become the goal
for the government action of all aspects. Second, the Chinese public has
demanded more social contribution to the government as a result of social
irresponsible behaviors of the high-profile businesses. Due to increasing
social problems and public pressures, the government has stepped up its
requirement for firms to behave socially and environmentally responsible
(Lee et al., 2017).
However, while effectiveness of the CSR policy was tested in various
study, the government-CSR performance link, combined with the environmental
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effects, has hardly been studied (Huang & Zhao, 2016). In order to fill the
gap, we examine the effects of political ties on the CSR performance in
China, and the moderation of foreign ownership and regional marketization
for the environmental variables. Empirical test goes through collection of
1,476 CSR performance of 246 Chinese listed firms during 2009~2014. As
the largest emerging economy, CSR is largely government-oriented in
China (Marquis & Qian, 2014). Given China’s economic transition, China
offers a good setting to test the political tie-CSR performance link.
The present study develops three main contributions to the literature.
First, it differs from extant CSR literature by introduced the history of
China’s CSR policy, which we draw political pressure as the main driver.
Second, we empirically test the effects of political pressure on the corporate
CSR performance, using a proxy of political ties. Finally, our findings stress
that the effects of political ties, although strong, may be weakened as
China accelerates marketization and globalization. The context-specific
antecedent may enrich the knowledge in the field of CSR, allowing for a
new perspective when studying and examining the institutional context of
a transitional economy. This paper is structured as follows: it presents the
historical review of the CSR policy development in China. Next, hypothesis
building, methodology, and the statistical results are provided. Finally, we
discuss and conclude the paper.

Ⅱ. Literature Review
1. History of the Corporate Social Responsibility (CSR) Policy in China
Often, Chinese media reports unethical and unsupervised behaviors in
business. The behaviors include social misdeed, environmental violations
and degradation. Chinese government should tackle them along with the
problems such as energy scarcity, air pollution, labor issues, food security,
and income inequality (Yin & Zhang, 2012). In that background, new CSR
regime emerges. Strong state intervention has made the government itself a
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key stakeholder of CSR in China (Moon & Shen, 2010). Many measures
show that CSR is now a clear policy goal to cure the problems (Lam &
Maria, 2014). The government further enforced the legislation for CSR as
mandatory (Britzelmaier et al., 2012). As the CSR policy changed over time,
the history is categorized into three periods: initial, development and
improvement stage based on the significant changes of target, aim and
bounds.

1) Initial stage (1994~2005)
During this period, China was speeding up the transition from a planned
economy to a market economy. With growth of private firms and the
steady advance in the corporate reform of state-owned enterprises (SOEs),
the government began to prepare for a more relaxed policy and legal
environment to guide corporate benevolent behaviors. The 1994 Company
Law could be viewed as the original source for CSR in China, which did
not explicitly mention CSR, but contained language about the employee
rights. It required that firms conform with business ethics and allow
consumers, communities and stakeholders to monitor corporate actions. It
was the beginning that Chinese government mandated fulfillment of social
responsibility.
In the third plenum of the Chinese Communist Party in October 2003,
the Scientific Outlook of development was introduced and expressed as “a
people-oriented, comprehensive, coordinated and sustainable development
concept, to promote a comprehensive economic, social and human development,”
which offered theoretical support and reasonable explanation for what and
how firms to be socially responsible. To ensure effective supervision and
management using indirect regulation, the Law on Administrative Permission
was released in 2004 regarding the rights, principles and requirements of
administrative permission, which provided a legal basis for governments to
play a leading role in promoting and supervising CSR.

2) Development stage (2006~2012)
The main feature of this stage is that the content and objects of Chinese
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CSR public policies became more abundant. The CSR policy framework
gradually evolved in a manner that the focus, once only on the Chinese
firms, became expanded to foreign firms in China and Chinese firms
abroad. The contents expanded from labor rights protection to environmental
issues, and protection for ‘other’ stakeholders.
From 2006, CSR underwent a marked shift, as the Chinese government
explicitly recognized the concept of CSR for the first time, and started to
convey requirements by official policy documents to promote CSR. Thus,
elementary and general guidance was given to cultivate the sense of social
responsibility of Chinese firms. In this stage, a relatively large number of
firms started to publish reports containing CSR information due to a growing
number of initiatives (Kolk et al., 2010).
Company law enacted in 2006 stipulated that firms must undertake social
responsibilities, and the word “corporate social responsibility” was officially
coined for the first time. In the same year, State Grid Corporation of China
published the first CSR report, putting forward a clear point of view on
CSR in China. Afterward, many big, influential, listed firms joined the
practice of CSR reporting. Also in 2006, when China’s 11th Five-Year Plan
proposed the idea that China should pursue a more “harmonious society”,
the central government adopted “the scientific concept of development” as
a policy mandate, which also became the main principle of China’s CSR
policy framework. Given the focus on a harmonious society building and
scientific development, regulations and guidelines issued by the central
government expected large firms to be concerned with the welfare, the
environment and the public interests of the communities (Yin & Zhang,
2012). CSR was perceived as firms’ key contribution to achieve the goal of
“building a harmonious society”.
In 2008, earthquake occurred in Sichuan. The government paid more
attention to the implementation and practice of CSR in response to this
disaster, which resulted in the increase in charity responsibility policies
plus other social responsibilities such as quality of production, safety
responsibility, and environmental responsibility. When the economic crisis
hit in 2008, the government recognized that the crisis was triggered by a
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series of corporate social irresponsible on a massive scale (Hung et al.,
2017). Therefore, to increase the transparency of the listed companies, the
two stock exchanges released notices on the implementation of the CSR
reporting for listed firms. In 2008, the Shenzhen Stock Exchange released
the Guide on Listed Companies’ Social Responsibility to elaborate
requirements on CSR, and firms that are listed in the Shenzhen 100 index
are mandated to issue CSR reports from the fiscal year 2008 onward. In the
Shanghai Stock Exchange, “Notice on Strengthening Listing Companies’
Assumptions of Social Responsibility” and “Guideline on Listed Companies’
Environmental Information Disclosure” issued in May 2008. Since then, two
types of listed firms have been subject to CSR report issuance, including
those in the Shanghai Stock Exchange Corporate Governance Index, and
those that list shares overseas (Lee et al., 2017). Afterward, the requirement
of CSR reporting is compulsory for all firms listed in both stock exchanges.
Therefore, the number of CSR reporting has grown dramatically since 2009
(Huang & Zhao, 2016).

3) Improvement stage (2013~now)
From 2013 on, the main body participating in the formulation of CSR
policies changed from the central government to the government at all
levels. Local governments in Shandong, Shanghai, or Beijing actively advocated
CSR behaviors. Compared with the central government, the public policies
of local governments have the advantage of easier identification and support
for firms to engage in social responsibility activities. Yet, the current legal
system on CSR reporting in local government lacks standards, enforcement
consistency, and follow-up details. Although mandatory disclosure is more
effective than voluntary one in promoting full CSR disclosure, a mechanism
is still needed for voluntary CSR engagement. The voluntary CSR engagement
does not only improve the reliability and usefulness of CSR information,
but also promotes public participation in social welfare (Lee et al., 2017).
Overall, we suggest that China made great progress in developing,
adopting and implementing CSR policy frameworks. From the start, the
government has played an important role in incorporating CSR into laws
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and regulations for fast development in China. Table 1 summarizes the key
CSR policy changes.
<Table 1> Summary of key mandatory CSR guidelines in China
Year

Regulations

Contents

Initial stage, 1994~2005
1994 Company Law

- Specifying the rights of employees
- A company must not only comply with the
law but also observe business ethics

2003 Law on Work Safety

- Safeguards for work safety of business entities
- Rights and obligations of employees in work
safety

2003 Scientific Outlook

- Sustainable development concept
- Promoting a comprehensive economic, social
and human development.

2004

Law on Administrative
Permission

- Regulating the rights and principle of
administration permission and supervision for
governments at all levels

Development stage, 2006~2012

2006 Company Law (Revised)

- Explicit definition of CSR
- A company must comply with the law and
undertake social responsibility in the course
of business activities

2006 Harmonious Society

- Mandating all governments to strengthen CSR
- Dealing with income gap

2006

Guide on Listed Companies’
Social Responsibility

Guide Opinion on the Social
Responsibility Implementation
2008 for the State-Owned Enterprises
Controlled by the Central
Government
2008

Guidelines for CSR Compliance
for Foreign-Invested Enterprises

Regulation on Environmental
2008 Information Disclosure
(Trial Edition)

- Economic and social sustainable development
- Promoting CSR
- Central SOEs actively taking social
responsibility and being a model in CSR for
others.
- Mandating foreign-invested companies to
disclose CSR information to the public.
- Mandating environmental agencies and heavypolluting companies to disclose certain
environmental information to the public.
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Regulations

Contents

Guide on Listed Companies’
2008 Social Responsibility
(Shenzhen Stock Exchange)

- Mandating firms that are listed in the
Shenzhen 100 index to issue CSR reports.

Notice on Strengthening Listing
2008 Companies’ Assumptions of CSR
(Shanghai Stock Exchange)

- Mandating firms listed in the Shanghai Stock
Exchange Corporate Governance Index, and
firms that list shares overseas to issue the
CSR annual report.

2010

Regulation on Environmental
Information Disclosure

Opinions on the Construction of
2012 Overseas Corporate Culture in
China

- Mandating environmental agencies and
heavy-polluting companies to disclose certain
environmental information to the public.
- Mandating for overseas companies CSR
engagement in terms of environmental
protection, product safety, and transparency
of business activities.

Improvement stage, 2013~now
Index System of CSR (Shandong)
- Mandating companies operated in Shandong
2014 Guidance on CSR reporting
to disclose CSR information to the public.
(Shandong)
Corporate Social Responsibility2015 Requirements, Evaluation
Guidelines（Shenzhen）

- Mandating companies operated in Shenzhen
to disclose CSR information to the public.
- Encouraging companies to voluntarily declare
and participate in CSR activities.
- Criteria for evaluating company’s performance

Opinions on Promoting CSR for
2016 State-owned Enterprises in
Shanghai

- Overall requirements for state-owned
enterprises to engage CSR activities.

Guide Opinion on the CSR
- Determing the basic principles and goals for
Implementation for the State2016
state-owned enterprises controlled by Beijing
Owned Enterprises Controlled by
government to report CSR information.
Beijing Government
Source：Government Websites

The historical view shed light that in China, the pressure on firms to engage
in socially responsible activities primarily originates from public sectors defining
the rules for corporate behaviors. However, due to a lack of research attention
on the determinants of CSR, less empirical study has been found examining
the effectiveness of government intervention in influencing corporates’ CSR.
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2. Political CSR Pressure and Political Ties in China
In China, it is common that top executives in business are politically
connected to the government through having the state positions (Faccio et
al., 2006). Governments in China normally possess considerable control
over the allocation of resources through their control of firms and the
power to nominate, appoint, and review senior managers (Li et al., 2018).
Where institutional voids exist, the political connection tends to represent
firm’s legitimacy as an informal mechanism (Faccio et al., 2006). Chinese
government gives more pressure for CSR engagement through political ties
formed by business leaders holding government positions. Firms have
actively responded to this pressure and complied to obtain the status of
legitimacy (Lee et al., 2017). The role of government regulations in China,
particularly in the form of political ties, effectively enhance the restraining
role of government control (Zhang & Fang, 2013). Therefore, regulatory
pressure can significantly affect prosocial behavior in business with the
potential reward or punishment (Cheng et al., 2017).
In China, economic transition broke the unipolar power structure built in
the planning economy. In the process of decentralization, state authority
on the central government has been transferred to the local government,
and thus the administrative and economic power of the local government
has been expanded significantly (Li et al., 2008). As a result, the local
governments have increased autonomy, moving beyond implementation of
the administrative orders of the central government. Local governments
now even play the dominant role in business by directly or indirectly
intervening in economic activities and policy making. Based on this
background, this paper develops hypotheses by considering the roles of
both central and local governments on CSR performance. In this research,
political ties take the form that government officials serve or have served
as chairman, vice chairman of the boards of directors, or CEO at listed
companies (Muttakin et al., 2018). This form of relationship is often strong
because the same person has a place in both business and political
spectrums (Lester et al., 2008).
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Ⅲ. Theory and Hypotheses Development
1. Political Ties and the CSR Performance
In China, the top executives who are working or worked with the politics
are exposed to direct attentions from the government (Muttakin et al.,
2018). Since government prioritized sustainable development in its agenda
from 2006 (Luo et al., 2017), politically-connected firms will engage in
prosocial activities. Government involvement and interventions, as well as
appropriate laws and regulations are believed as a significant driver for
mandatory CSR (Petrenko et al., 2016). To address the pressure, firms may
employ legitimation strategies by responding to the governments’ expectations
(Kahreh et al., 2014). The higher the degree of political connection, the
bigger pressure is exercised on the firms to improve the transparency and
quality of CSR information reporting (Liu et al., 2018).
However, an excess of political ties may lead to the depression in CSR
performance. First, firms may use political ties to eschew regulatory action
that could originate from stakeholder pressure (Fisman, 2001). Top executives
holding key government positions are likely to help the firms through
relaxed regulatory oversight on CSR activities (Lester et al., 2008). Therefore,
firms with abundant political ties can obtain unique resources and shelter
provided by governments without responding to the social responsibility
requirements. Second, the government will force entrepreneurs to support
their regime and maintain its stability. Elaborated that politically-connected
French enterprises would adjust the number of employees and production
plans to help current politicians run for re-election, which disturbs the
firm’s strategy (Bertrand et al., 2007). Firms with an excess of local political
ties will be requested to invest additional resources to support the government’s
rent-seeking activities which were a distraction from CSR performance (Lin
et al., 2015)

Hypothesis 1：In China, firms’ political ties will have an inverted U-shaped
relationship with the CSR performance.
- 14 -
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2. Moderating Effects
We examine foreign ownership because ownership structure matters for
the CSR evaluation (Yin & Zhang, 2012). Prior literature shows that CSR is
shaped by ownership types, such as institutional ownership (McGuinness et
al., 2017), state ownership (Marquis & Qian, 2014) and foreign ownership
(Cui & Jiang, 2012). The proportion of foreign shares promotes voluntary
CSR, stimulating firms to engage in high standard prosocial activities. The
reason is that foreign shareholders from overseas regulators and institutions
potentially play a monitoring role and can be expected to put more
pressure on management to disclose additional information (McGuinness et
al., 2017). That is, foreign ownership has the potential to make voluntary
prosocial activities a viable mechanism through which CSR information is
conveyed to stakeholders outside a firm. Then, the influence of government
on the CSR performance may be replaced by the foreign ownership. Thus,
we propose hypotheses as follows

Hypothesis 2：The inverted U-shaped relationship between firms’ political
ties and the CSR performance is weakened by firm’s
foreign ownership.
Another moderator examines the market environment. As the biggest
transition economy, China presents variations in the degree of marketization
across regions and the CSR activities thus vary with the institutional
environment (Lee et al., 2017).
The regional market development influences the process that political
ties act on the CSR performance. Mandatory CSR reporting makes it easier
for less informed stakeholders to acquire information on the CSR activities,
reducing their information disadvantages and decreasing information
asymmetry (Chen, et al., 2018). However, marketization enhances the
visibility of firms’ behaviors to social stakeholders by putting the enterprises
under the exposure of mass media (Murdock, 2010). This will mitigate the
information asymmetry between firms and stakeholders (Liu et al., 2018),
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which ensures the efficiency of stakeholder supervision on corporate
behaviors.
On the other hand, during the marketization, the visibility in the marketoriented region allows firms to convey reliable information about their
prosocial behaviors to the stakeholders (Gamerschlag et al., 2011), leading
to establishment of a good image and reputation for their operation in the
long-term. Therefore, being aware of such an external environment will
allow firms to act more consciously, which weakens the effect of government
coercion on CSR engagement.
Also, a region with a relatively high-level of marketization always possesses
a well-functioning legal system that secures property rights and interests of
actors in areas (Cheng et al., 2017). Thus, it is unnecessary for firms to
actively respond to the government signals for obtaining the protection
provided by particular connected government sectors. Therefore, both the
central and local politically-connected enterprises which are operated in
the region with advancements in the marketization process are less like to
respond to the pressure from the government sector they are connected
with. Thus, we propose hypotheses as follows:

Hypothesis 3：The inverted U-shaped relationship between firms’ political
ties and the CSR performance is weakened by the marketization
level where the firms are located.

Ⅲ. Methodology
1. Data and Sample
Our main dataset is based on CSMAR (China Stock Market & Accounting
Research), a database that provides the firm-level information of all listed
firms in China, including political ties, foreign ownership and other basic
information. Next, following Luo et al. (2017), we accessed the evaluation
data on domestic CSR activities about Chinese firms. The evaluation is
- 16 -
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conducted by Rankins CSR Ratings (RKS), an independent rating agency,
and has been cited by McGuinness et al. (2017) and Marquis & Qian (2014)
that researched the CSR in China. We also collected regional marketization
data from the National Economic Research Institute (NERI) Index of
Marketization of China’s Provinces Report which covers 2009~2014. Due to
the time span for NERI Index, we limited the sample period to 2009~2014.
After excluding (1) firms in finance and insurance industries, (2) firms with
missing data, and (3) firms having financial trouble or to cancel public
offering, our final dataset becomes a panel of 246 public firms, yielding a
total of 1,476 firm-year observations across 6 years.

2. Variables and Measures
Dependent variables. We use annual CSR performance for dependent
variable, measuring a composite of three dimensions, (a) macrocosm
evaluation, (b) content evaluation, and (c) technical evaluation and adding
a rating score. The variable ranges from 0 to 100. A higher score indicates
that the firm’s social actions satisfy more than the social needs, willing to
undertake the social responsibility than others.
Independent variables. We use political ties (Political) for the explanatory
variables. The CSMAR database provides a detailed political background of
top executives (chairman, vice chairman of board and CEO) at listed firms.
Database specifies a coded value of 1 if they have or had positions in the
central government and 2, 3, 4, 5 in the province, city, county and village
government, respectively. In our study, treating government as a homogeneous
body, we measure political ties with a count variable that equals the
number of experiences by top executives at the central or local government.
The range of Political is 0 to 8.
Moderating variables. We use two moderators. First, in line with prior
research (Muttakin et al., 2018), we used the proportion of foreign
shareholders in the total shareholders to measure foreign ownership (Foreign).
Second, we used regional marketization level (Market), measured at the
province level. Marketization is measured in the institutional, infrastructure,
- 17 -

｢경영사연구｣ 제36집 제1호(통권 97호)

2021. 2. 28, pp. 5~28.

and transactional development by NERI.
Control variables. We controlled for several firm-specific characteristics
that potentially affect the CSR performance. First, firm size is measured
with employment (Employment) and asset size (Asset), taking a logarithm
value on total assets. Second, firm age (Age) is calculated as the number of
years since establishment (Marquis & Qian, 2014). Third, we controlled for
financial leverage (Leverage) because firms with higher leverage are more
likely to engage CSR reporting to shareholders (Li & Zhang, 2010). Fourth,
in the same vein, we controlled for ROA because better-performing firms
are more likely to perform CSR activities. Fifth, we controlled for Tobin Q
given that managers are prone to executive growth-oriented or risk-taking
investment decisions instead of engaging in CSR activities (Kao et al., 2018
). Sixth, we included Overseas using a dummy variable order to capture the
influence of overseas business on domestic CSR performance. Seventh, we
controlled for state share (State) to separate the effects of political ties on
the CSR disclosure (Marquis & Qian, 2014). Finally, the Herfindahl-Hirschman
index (HHI) was included to control the positive correlation between industry
competition and CSR.

Ⅳ. Results
To deal with possible reverse causality issues, this study used a one-year
time lag between the CSR performance and political ties (Li et al., 2018).
Hausman Test suggests that the fixed-effect is more proper than the
random-effect model. Therefore, the analysis uses the fixed-effect model.
We start with presentation of descriptive statistics. Table 2 reports the
pairwise correlation among the main variables in this study. The pairwise
coefficients among variables are well below 0.772, and the highest variance
inflation factor (VIF) value in all analyses is 4.39, which indicates that
multicollinearity is not an issue to affect regression coefficient.
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1.000
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0.388*
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0.026
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0.055
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0.028 -0.003
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1.000
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0.021 -0.134*

0.037 -0.024
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* Shows significance at the 0.001 level
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<Table 2> Descriptive statistics and correlation matrix
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<Table 3> Regression results
Variables

Asset
Tobin Q
ROA
Leverage
Age
State
Overseas
Employment
HHI

(1)
0.042***
(0.006)
-0.546*
(0.246)
15.803**
(5.788)
0.010
(0.040)
-0.049
(0.076)
0.044**
(0.016)
2.692***
(0.555)
0.000
(0.000)
2.849**
(1.081)

Political2
Political

(2)
0.007
(0.010)
0.386
(0.395)
6.869
(9.815)
-0.071
(0.121)
0.524**
(0.196)
0.072**
(0.028)
-0.644
(0.902)
0.000***
(0.000)
4.035*
(1.855)
-0.779***
(0.223)
3.882***
(0.961)

(3)
0.041***
(0.006)
-0.496*
(0.247)
14.586*
(5.826)
0.012
(0.040)
-0.078
(0.077)
0.045**
(0.016)
2.220***
(0.569)
0.000***
(0.000)
3.059**
(1.100)
-3.487*
(1.613)
7.990*
(7.278)

(4)
0.039***
(0.006)
-0.553*
(0.246)
16.694**
(5.808)
0.010
(0.040)
-0.062
(0.076)
0.042**
(0.016)
2.523***
(0.567)
0.000*
(0.000)
3.273**
(1.112)
-4.166*
(1.737)
9.136
(7.262)

(5)
0.039***
(0.006)
-0.556*
(0.246)
16.498**
(5.817)
0.010
(0.040)
-0.067
(0.077)
0.041*
(0.016)
2.482***
(0.567)
0.000
(0.000)
3.382**
(1.112)
-4.143*
(1.734)
8.845
(7.255)

Political2*
Foreign

0.770*
(1.681)

-0.041
(0.213)

Political*
Foreign
Foreign

-1.691
(1.000)

-0.045
(0.442)

0.609*
(1.356)

0.275*
(0.123)

Political2*
Market

0.524*
(0.224)

0.520*
(0.224)

Political*
Market

-1.113
(0.931)

-1.068
(0.930)

-0.112
(0.547)
29.995***
(4.369)
Included
1,476
0.301

-0.158
(0.547)
30.265***
(4.370)
Included
1,476
0.303

Market
Constant
Year Dummy
Observations
R-squared

29.309***
(1.415)
Included
1,476
0.303

19.242***
(2.858)
Included
1,476
0.346

Standard errors in parentheses
*** p < 0.001, ** p < 0.01, * p < 0.05
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Table 3 presents the results of statistical analysis. Model 1 is the baseline
model including control variables only. Model 2 introduces effects of
political ties on the CSR performance. Model 3 and Model 4 add the linear
term of two moderators and the interaction term of political ties and
moderators.
In Model 2, the coefficient of Political2 is negative and statistically
significant (β = -0.779, p < 0.001), while the coefficient of its linear term is
positive (β = 3.882, p < 0.001). Thus, the political ties indeed have an
inverted U-shaped relationship with the CSR performance, supporting
Hypothesis 1. Also, Model 3 shows that the interaction term of Political2
and Foreign is a significantly positive (β = 0.770, p < 0.05), suggesting that
foreign ownership alleviates the inverted U-shaped relationship between
the political ties and the CSR performance. Hence, Hypothesis 2 is
supported. In Model 3, the interaction term of Political2 and Market is a
significantly positive (β = 0.524, p < 0.05), which supports Hypothesis 3.
Model 5 includes all variables.
<Figure 2> Moderating effects of (a) foreign ownership and (b) regional marketization

In order to better discern the nature of the interactions, the moderating
effect of foreign ownership and marketization on the relation between
political ties and the CSR performance are illustrated by figures. Figure 2(a)
reveals that the inverted U-shaped relation between political ties and the
CSR performance contingent on the ownership structure they have. Figure
2(b) illustrates the inverted U-shaped relation between political ties and the
- 21 -
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CSR performance when the regional marketization is included as a moderator.
For firms who located in the region with high marketization, the inversed-U
shape is mitigated in such a way that the mandatory CSR performance
decreases with the number of political ties increases.

Ⅴ. Discussion and Conclusion
The CSR literature has suggested that both the external institutional
environment and internal governance structure matter for CSR, and that
the political intervention tends to play a critical role in affecting the links.
Based on the historical review, we conducted an empirical to test the
inverted U-shaped link between firms’ political ties and the CSR performance,
and the moderating effect of foreign ownership and regional marketization
on this link. Our dataset consists of the CSR activities of 246 Chinese
enterprises listed in Shanghai and Shenzhen stock exchange during the
periods of 2009-2014. The results show that political ties have an inverse
U-shaped relation with the CSR performance, and that both foreign ownership
and regional marketization mitigate the response of the CSR performance
to the political ties.
This study makes some contributions to the existing literature. First, it
contributes to CSR literature by analyzing policy documents issued by the
Chinese government to unearth the guiding role of Chinese government
policies on CSR development in China. Second, our study also has extended
prior research on government-mandatory CSR activities by providing a new
insight into relationship between political ties and firms’ CSR performance.
We theorize that firms’ response to government pressure on CSR varies
with the increase of government interference. The result supports our
prediction. Thus, the political ties can be a double-edged sword (Marquis
& Qian, 2014), indicating that they may be powerful tools for controlling
firms’ behavior, but the efficiency on mandatory CSR engagement can be
decreased when government intervention exceeds certain extent.
Furthermore, this study makes the contextual contribution that focuses
- 22 -
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on the relation between political ties and CSR in a transition economy by
providing insights into the institutional conditions and firms’ ownership
structure. In particular, both the political ties and CSR in China are
distinctive from those in developed countries, such that this China-specific
approach could provide a great contribution to the business research. We
thereby enhance this field of research, allowing for a new perspective
when studying and examining the institutional context of a transition
economy.

“This paper has not been published or is published in any other journal or publication”
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중국에서 정치적 연계가 기업의
사회적 책임 성과에 미치는 효과*

김미혜**ㆍ조려방***ㆍ곽주영****
1)

요 약
본 연구는 중국에서 기업의 사회적 책임(CSR) 정책의 역사와 특징을 소개한다. 기업의
자선적 행동은 정부 정책에서 유도되었기 때문에 역사적 검토는 정부 정책에 초점을 맞춘
다. 이를 통해 본고는 CSR의 도입을 정부주도의 제도변화로 파악하였으며 따라서 정치적
압력에 더 많이 노출될 정치적 연계를 CSR 성과에 영향을 미치는 핵심변수로 도출하였
다. 이어 이들 정치적 연계와 CSR 성과와의 관계를 상장기업 246개사의 최고경영진의
정치적 연계를 위주로 구성된 데이터로 실증적으로 분석하였다. 가설은 CSR 성과와 정치
적 연계는 역U자관계로, 외국인 지분과 기업 소재 지역의 시장화는 정치적 연계-CSR성
과를 약하게 조절하도록 설정하였다. 통계분석을 통해 모든 가설은 지지되었다. 본 연구
는 여전히 중국에서 정부는 기업의 CSR 행위에 영향을 미치지만 시장 기제의 설립이 심
화되면서 시장이 정부의 역할을 약화시키는 등 대체 작용을 하고 있는 것을 제시한다. 본
고의 학문적 공헌은 이러한 결과를 바탕으로 본고는 기업의 정부 의무적 CSR 성과가 정
부의 압력 변화에 따라 변한다는 이론을 제시했다는 데에 있다. 특히, 전환 경제의 제도
적 맥락을 연구할 때 중국 특유의 현상에 대한 새로운 이해의 시각을 제공할 수 있다.
<주제어> CSR 정책, 정치적 연계, 외국인 지분, 지역 시장화, 중국
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