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Abstract: The main purpose of this research is to examine the impact of board gender diversity and
foreign institutional investors on the corporate social responsibility engagement of Chinese listed
companies by considering a sample from the China Stock Market and Accounting Research (CSMAR)
database of all non-financial firms listed on the Shanghai stock exchange and the Shenzhen stock
exchange during the period from 2008-2015. The CSR is engaged by using the data from the CSMAR
database at the firm level, and ranks the CSR disclosures of Chinese companies separately. The recent
CSR promotion in China produced a visible increase in attracting female members on the board and
members as foreign institutional investors by Chinese listed companies. The findings also showed
that the greater the presence of female directors on the board, the stronger the CSR engagement would
be. According to critical mass theory and team dynamics, these findings further broaden the accounts
that emphasize social networks based on gender. Hence, female members on the board of directors
emerged to be significant as a gender mix with extending CSR change. Therefore, our results added a
new aspect to the emerging literature on CSR-engagement and gender especially in China. Due to
intense political forces and networks in the Chinese listed entities, foreign institutional investors (FIIS)
have less incentive to enhance CSR engagement further. Thus, the impact of foreign institutional
investors on CSR engagement is as yet unknown, but we improved our knowledge about how the
international aspects affect CSR in China. Furthermore, our results are robust, which concern control
variables under consideration.

Keywords: female director; foreign institutional investors; CSR engagement; China

1. Introduction

The CSR concept has a much wider scope than accounting. CSR studies have merged with
numerous disciplines, such as ecology and society [1], standard values and ethics [2,3], institutional
monitoring, and social and economic systems [4] as well as many other disciplines. The CSR ideology
aims to make the company accountable for the environment and society so that all stakeholders
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can prosper and should not be harmed by their operations. The best approach can be that the
company should inform stakeholders about the impact of their actions on the overall environment
through annual reports or other means, such as information on websites, newsletters, and monthly
magazines that cover these concepts. As there are no laws or requirements for its disclosure, most of
the information is disclosed voluntarily, so researchers are interested in exploring the factors that force
any company to disclose CSR related information in corporate reports.

In the modern business world, the sense of responsibility toward key stakeholders is an essential
element and serves as a sensitive strategic element [5]. The policies and overall management of
norms, morals values, and ethical culture are the main ingredients for companies to continue their
project in the medium term and long term. Therefore, such companies must devise plans, policies,
and systems that include all stakeholders without any biases [6]. Furthermore, the policies and
practices should be implemented in such a way that shows a strong link with corporate culture and also
improves relations with employees. This mechanism could also provide a vast range of opportunities
recommended by the International Labor Organization (ILO), such as free work schedules, codes of
conduct, job security, and training procedures. Furthermore, it can also help with client satisfaction,
client loyalty, and enhance practices related to quality programs.

Our study explored the impact of board gender diversity and foreign institutional investors
as well as CSR engagement in China specifically. In recent times, the foreign institutional investors
and women became more important in the corporate governance sphere of China. According to
Aguilera [7], the institutional investors and female directors on a board of directors faced increased
pressure from stakeholders, which included investors, the government, NGOs (non-governmental
organizations), the public and media, and global market forces to have corporations more accountability
and sustainability mechanisms. This also created difficulty with decision making for the board of
directors and institutional investors when deciding on matters, such as risk and return trade-offs
between different stakeholders. The reason for institutional investors interest in corporate control of
the corporation is when the results are not according to expectations [8], which goes along with the
normal interests in financial and operational strategies of the corporation’s [9,10]. Because institutional
investors have large investments, it makes an exit strategy difficult compared to dispersed smaller
investors, which is also one of the reasons for the above mentioned phenomena and institutional
investors have further interests in monitoring corporate disclosures. [11].

We focused on two vital questions that relate to corporate governance changing arrangements
in China and effective reporting of CSR. First, does a representation of female members on a
board of directors (BOD) increase the CSR performance of Chinese listed companies? Second,
are institutional investors helped regarding creating awareness of CSR? We focused on both the
questions by considering the CSR engagement of Chinese listed entities over eight years. Furthermore,
the lacking of CSR and corporate governance in emerging markets has been widely discussed [12],
and according to Monks and Minow [13], there is a significant lack of literature about CSR and
corporate governance in emerging markets.

The literature is almost nonexistent about the foreign institutional investors and CSR studies
in China, because most of the literature is related to studies conducted in the context of western
countries. This lack of research in the above-mentioned fields also forces researchers to study the role
of institutional investors and female directors in CSR [14].

According to Szeto [15], Confucian values play a central role in shaping CSR and giving modern
corporate governance policies and the overall framework. It is believed by us that most of the research
conducted in western countries will not be suitable or applicable in the Chinese context.

Most of the listed firms in China are controlled by the government, which is CSRC (2009). It can
be said that the traditional agency theory, such as the separation of ownership and management, is not
applicable to China. According to Dharwadkar, George [16], some specific agency problems related
to small or non-controlling interests (NCI) shareholders exist in corporations in China. The majority
shareholders who fully control the company and the legal protection is weak for small investors,
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and the minority shareholders usually suffer. Hence, the principal-principal relationship takes place
instead of a principal-agent relationship. This study also aimed at reducing the agency conflicts,
which was based on the findings of this research with a Chinese background.

However, the increasing trend of female involvement on the boards of Chinese listed companies,
and the rise in foreign institutional investor’s opens up new potential channels for corporate social
responsibility reporting.

Our study focused on the impact of board gender diversity and foreign institutional investors on
CSR in the Chinese context, which was specifically on listed corporations of the Shanghai and Shenzhen
stock exchanges. The common control variables in the study include the board size, the independent
directors, the CEO power (duality), the board members meetings frequency, the board member
average age, the state-owned enterprises, the firm listing age, the firm size, and the leverage in the
multivariate analysis.

CSR issues have opened new research interests. Most studies relate CSR with firm size,
firm values, corporate governance, profitability, and environmental pressures. Firstly, most studies
were conducted in Western counties in a Western context [17-21], so we can clearly say that those living
in different countries, which have different cultures, have a different view of CSR issues, expectations,
and perspectives. This paper offers a slight solution to this problem by considering one of the emerging
markets, which is China. Secondly, the lack of available studies about stakeholder theory, agency theory,
and stewardship theory about CSR is eye-opening. This study fills this void in the literature.

Third, the latest studies showed that there is an increasing trend of CSR disclosure in emerging
markets [22]. The growing trend is good, but the focus is more on disclosure quantity rather than
quality in both developing and developed nations [23,24].

Furthermore, a very small number of research studies investigated disclosure quality [22].
This study combined and measured corporate social disclosure (CSD) by using three dimensions
that combine two aspects of disclosure quality and quantity with the perspective of stakeholders.
Fourth, past studies mostly examined the relationship between domestic institutional investors and
CSR, but as our research included foreign institutional investors, which is the major contributor to
the literature of CSR and Chinese corporate governance. Our study is the first study that shows the
impact of foreign institutional investors on CSR. Furthermore, our research also indicates that there is
a different implication of CSR-investors ownership in China as compared to Western countries. It is
the first study that examines the board gender diversity and foreign institutional investors within the
Chinese context.

Corporate social responsibility engagement taken as a dependent variable using the dichotomous
procedure, which also referred as binary scale system, was adopted, and a score of 1 was given if
the items were disclosed and 0 was given if it is was not disclosed. The samples of 4256 firm-year
observations were taken into consideration. The time span of the samples includes the years from
2008 to 2015. The findings showed that the greater the presence of female directors on the board,
the stronger CSR engagement would be. Due to intense political forces and networks in the Chinese
listed entities, the foreign institutional investors (FII) have less incentive to enhance CSR engagement
further. Thus, the impact of foreign institutional investors on CSR engagement was not found.

The remainder of this paper is organized as follows. Section 2 describe institutional background
in a Chinese context, Section 3 explain the theoretical literature review, Section 4 reviews the
empirical literature and hypothesis development, Section 5 describes the research methods and data,
Section 5 describes the empirical results and discussion, and Section 5 concludes with implications for
future research.

2. Institutional Background for Chinese Context

Most of the listed corporations in western countries, Asian countries (excluding China), and Latin
American countries are owned and controlled by wealthy families, financial institutions, and some



Sustainability 2019, 11, 307 4 0f 19

individuals [25]. The government has nothing to do with the ownership of firms in most cases, but this
situation is not the same as in China.

The government in China is the key factor for driving CSR [26,27]. China is the second biggest
economy in the world, but it is viewed as a new and transitional economy that has distinguishing
features from those of Anglo-Saxon countries, such as the UK, USA, and Australia. Most corporate
governance literature uses the Anglo-Saxon environment as an example and setting when explaining
any research and concept.

After the economic reforms in China, many state enterprises converted into corporations and
listed on Chinese Stock Exchanges. However, these corporations even have substantial government
voting rights or the government is the major shareholder. A study by Li and Zhang [28] showed that
the government controls 63.5% ownership of entities in China, which is a sole controller. Furthermore,
Mi and Wang [29] highlighted the agency problem created by the government while having ownership,
because when they appoint managers and other senior officials, they do not have any incentive for
shareholders wealth maximization. They are only concerned with government policies and interests.

Furthermore, the large shareholders’ controlling rights serve as a useful tool for the CSR level in
state-owned enterprises (SOEs), which also shows that somehow political involvement is an important
aspect of CSR engagement. The considerable government ownership percentage in SOEs is also
differentiating them from Non-SOEs. Therefore, it is of immense importance to study the CSR issues
of the listed corporations in China.

Chinese corporations are well aware of the significance of the CSR issues and are willing to take
part in CSR activities, and the overall environment and business ethics are somehow incompatible.
Furthermore, corporations in China also spend a lot of money on advertising to give a positive,
environmentally- and socially-responsible image.

3. Theoretical Literature Review

3.1. Agency Theory

According to the agency theory, there should be a direct relationship between voluntary disclosure
and corporate governance [30-33]. This theory also suggests that there should be a proper framework
of corporate governance that should make financial aspects transparent, which should ultimately
lead to accurate information to shareholders from management. Moreover, a company with good
governance systems should give greater detailed disclosures in its annual financial statements or
reports [32,34].

Agency theory suggests that agency costs should be minimum, and they should maximize
shareholders” wealth by having efficient deals between shareholders and management.

The board of directors (BODs) and institutional investors can work as a mechanism for resolving
conflicts of interest between potential managerial opportunism and agency problems, such as
employees—shareholders and owners-managers. Many authors recommend institutional investors
and female directors as an excellent corporate governance tool in corporations [35,36]. By using
CSR, the idea of [37] opposed by [38]. According to Webb [38], the non-executive directors and the
female [39] additions to the board, do not make the decision making process slow at BODs but in
fact increase CSR practices. Hence, the managers invest in CSR if they think that it will increase the
company performance and ultimately its value.

According to Rediker and Seth [35], institutional investors can also help in monitoring
opportunistic managers. This is possible only because of their power to appoint and fire managers.
Furthermore, this also acts as a check on opportunistic managers and hence improves corporate
governance practices.
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3.2. Stakeholder Theory

According to the stakeholder theory perspective, nowadays entities operate globally and need to
make contracts with lenders, suppliers, and customers that have different environments and policies.
It is essential that companies should apply CSR policies. Furthermore, Eagly, Johannesen-Schmidt [40]
found that there is a difference between the social and moral value systems of male and female
directors. Moreover, it was also found that CSR disclosure is in greater demand by female investors.
Hence, according to the stakeholder theory, there is a positive relationship between effective corporate
governance and CSR engagement.

Stakeholder management, its dialogue, and partnership are now the main concepts in the studies
of CSR [41]. Furthermore, we are contributing to literature by combining institutional /stakeholder
perspective to CSR policies and strategies specifically in developed countries [41-44].

The stakeholder theory provides a useful mechanism to evaluate CSR, because it studies the
impact of various institutional investors and characteristics of BODs on CSR. Prado-Lorenzo and
Garcia-Sanchez [45] studied the stakeholders’ theory by identifying the relationship of institutional
investors and the CSR of Spanish corporations, and they found that financial institutions and
government institutional investors influence the CSR.

In light of the above-mentioned literature, this research uses the stakeholder theory to study the
impact of female directors and institutional investors on CSR activities in China. The authors argued
that it is the stakeholder theory that well explains CSR activities of corporations and the role of those
corporations in society.

3.3. Stewardship Theory

Because the agency and stakeholder theories are incompatible with each other, the stewardship
theory takes a moderate approach. Letza, Sun [46] further argued that the instrumental component
of the stakeholder theory and the agency theory suppose the human nature is self-interested,
and managers cannot be trusted to efficiently satisfy the principal’s interests. This view was negated
by the stewardship theory, which argued that managers have a diverse range of motives and values,
which are achievement, self-recognition, respect, and good corporate governance [46].

The corporations” managers always try their best to satisfy almost all stakeholders, because they
want the organization to be successful. Therefore, the stewardship theory is in support of CSR practices,
because they will increase the value of the corporation [47]. This study is also using the stewardship
theory to examine the impact of female directors and institutional investors on CSR practices in China.

4. Empirical Literature Review and Research Hypothesis

4.1. Board Gender Diversity and Corporate Social Responsibility

Since the 1970s, issues related to CSR have been studied and presented in many accounting
journals [1,48-50], but yet a single definition of CSR has not been presented for what is included
in CSR. The term is also referred to as social accounting [51], sustainability accounting [52], social,
environmental and ethical accounting [53], and social and environmental accounting [54]. Furthermore,
according to Gray, Owen [55], CSR is a social concept that deals with any issue related to ecology;,
societal changes and moods, and other matters in the overall environment.

There is very limited research available on board gender diversity and CSR. Past studies to some
extent also suggested that board gender diversity affected CSR [56-60]. However, some of the studies
showed the impact of boardroom gender diversity on CSR overall. On the other hand, some only
considered to study some dimensions of CSR, such as education promotions, donations, running
hospitals, and spending on the environment.

According to [59], women members on management boards bring more benefits and hence
improve companies’ overall CSR scenario. It was also found that companies that had more female
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directors on the board engaged more in philanthropy activities than their counterparts that had less
number of female directors on their boards [61].

According to Coffey and Wang [62], the board gender diversity and CSR is positively related.
We can say that donations and charities are aligning with the long-term goals of the firms and human in
nature. Bear, Rahman [59] argued that diversity in the board increases robustness in decision making,
independence, and effectiveness. It also makes the responsiveness of the corporation better and to
a wider group of stakeholders by satisfying them in a broader context [61]. However, according to
Post, Rahman [57], the female directors only support CSR when they are more in number at BODs,
for instance, three or more females on the board have more impact on the corporation’s board to
implement CSR. On the other hand, if the number falls below three, the female directors have no
impact on implementing CSR.

Khan [63] found no relationship between female directors on the board and CSR in Bangladesh’s
banks. He used both a multivariate analysis and a content analysis. He also argued that female officials
on the board are new in the roles and responsibilities and less in number on the board, so they have
little or no impact on CSR [57].

The [59] examined the impact of gender diversity on CSR and corporation reputation using
OLS. They found a significant positive relationship between women on the board and a corporation’s
reputation. Furthermore, Ayuso and Argandona [64] studied 946 companies on the Dow Jones Global
Index Annual Review in 2004 from thirty-one countries where board diversity supports stakeholder
engagement. Moreover, the authors also argued that the women on the board and stakeholder
engagement have a positive relationship with financial performance.

The agency theory suggests that agency costs should be minimal, and there should be a
maximization of shareholders” wealth by having efficient deals between shareholders and management.
However, according to stakeholder theory perspectives, nowadays entities operate globally and need
to make contracts with lenders, suppliers, and customers that have different environments and policies.
It is essential that companies should apply CSR policies. Furthermore, Eagly, Johannesen-Schmidt [40]
found that there was a difference between the social and moral value system of male and female
directors. Moreover, it was also found that CSR disclosure is in greater demand by female investors.
According to the stakeholder theory, there is a positive relationship between effective corporate
governance and CSR engagement.

Hypothesis 1 (H1). Ceteris paribus, female directors have a positive impact on CSR engagement.

4.2. Foreign Institutional Investor and Corporate Social Responsibility

The inclusion of foreign institutional investors in research is the new dimension and the latest
issue with Chinese listed entities. Foreign investors also further demand that Chinese entities should
comply with CSR norms and global policies thoroughly with true spirit [65].

Trade, investment, and internationalization bring numerous benefits to emerging nations through
the contribution of knowledge, skills level, and most crucially increased employment. According
to [60], it seems that institutional investors will always support the policies and activities related to
CSR. One possible reason to support CSR activities could be that they show their sense of responsibility
and reliability to their overall clients by using CSR as a tool [67]. Second, the institutional investor
is usually interested in the benefits of the company in the long term, which considers companies’
spending and involvement in CSR [68]. Moreover, previous studies also support this view [10,69,70].
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The institutional investors’ role in deciding to implement CSR has received a lot of focus from
researchers and scholars. The determining or deciding power of the institutional investor of CSR
practices is common in developed or western market contexts. According to Aguilera, Williams [7],
institutional investors in the developed market are more concerned about social and environmental
concerns but similar studies are almost nonexistent in emerging economies.

Institutional investors have a significant effect on the direction or any decision of an entity with
voting rights power [9]. Large institutional shareholders receive extensive attention from the board
and management, which is emphasized by the stakeholder theory. They tend more towards supporting
the CSR related actions [66,68].

Western-management practices, styles, and internationalization have a significant effect on the
current trends of CSR in Asia [69]. In China, a lot of investment comes from the US and other
developed European countries, and the demand for CSR disclosures is common there. In the world,
CSR disclosures pressure is generally increasing, and foreign investors put a positive impact on the
CSR scenario. Furthermore, foreign investors prefer to invest in companies that are socially responsible
for further reducing risk [51].

There are mixed results of the effects of institutional investors on CSR [71-74]. Dasgupta,
Hettige [74], further argued that foreign institutional investors put a minimal impact on corporate
social responsibility in Mexico. This also shows that foreign investors have little information and
experience concerning the overall environment that leads to difficulty with CSR engagement.

Chai [71] also investigated the relationship between the foreign institutional investor (FII) and CSR
by using panel data from 1,017 Korean companies and found a direct association between FII and CSR.
He also further argued that big firms spend much more on advertisement. Harrison and Eskeland [73]
conducted a research study on four countries using panel data from Venezuela, Argentina, Ivory Coast,
and Mexico), and they found a significant direct or positive association between FII and CSR.

Likewise, Eskeland and Harrison [75] used panel data from four host countries, which were
the Ivory Coast, Venezuela, Morocco, and Mexico, to study the impact of foreign investors on CSR.
Fixed effect estimators and random effect estimators were used to rest the hypotheses. The empirical
evidence showed that there was a positive relationship between CSR and foreign institutional investors.
According to Eskeland and Harrison [75], foreign institutional investors are more interested in
environmental management as compared to other types of investors. They also favor using better
technology that can produce less waste, less pollution, and cleaner energy.

Hypothesis 2 (H2). Ceteris paribus, the foreign institutional investor has a positive impact on CSR engagement.
5. Research Design

5.1. Samples and Data

This study aimed to check the impact of board gender diversity and FII in CSR engagement of
Chinese nonfinancial listed entities on the Shenzhen and Shanghai stock exchanges during the period
from 2008 to 2015 taken from CSMAR database. We used panel data by considering data over time
and across companies. It also provided a large number of data points, which increased the degree of
freedom and decreased the collinearity among all explanatory variables [76].

5.2. Variables Measures

5.2.1. Dependent Variable

CSR disclosures separately ranked the individual Chinese listed entities using 12 sub-categories.
The dichotomous procedure, which is also referred as the binary scale system, was adopted. A value
of 1 was given if the item was disclosed, and 0 was given if is the term was not disclosed.
This method treated all disclosures with equal importance and weight. Previous studies also used this
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method [30,77]. The analysis also further checked that 12 items were present or absent in the disclosure

using the formula below.
1

Zﬁ x 100
T 11

5.2.2. Independent Variables

The proportion of female directors on the board was one of the independent variables, and data
for it was collected from the profile section of the directors from the CSMAR database. McGuinness,
Vieito [78] calculated the females on the board percentage by dividing the number of female directors
by the total number of directors serving on the board from any companies that were considered. FII in
the Chinese listed companies considered as a dummy variable in the research study:.

5.2.3. Control Variables

According to [Khan and Vieito [79], Abdullah, Mohamed [80]], some other variables may also
have a relationship with CSR engagement, and these variables include the board size, the independent
directors, the CEO power (duality), the board member meetings frequency, the board member average
age, the state-owned enterprises (SOE), the firm listing age, the firm size, and leverage. The board
size was measured by adding the number of directors on the board [80]. The further director was
considered independent if the director has no relationship with a company, such as its suppliers,
major shareholders, customers and had no other past or current influence or position in the company.
It further argued that it is the independent directors who are interested more in complying with rules
and regulations, and they yearn for responsible behavior from the companies [81]. This behavior
leads to improvement in the image of not only the company but also of the independent directors,
which also helps them to be elected on other boards of corporations [82]. Hence, most studies found a
positive relationship between the independence of the board and CSR.

According to Chau and Gray [83], the board’s chairman can mitigate the relationship between
voluntary disclosures and board independence. It was also found that when the chairman has the dual
role, such as an executive director along with chairmanship, a high number of non-executive directors
have a reduced number of voluntary disclosures in their annual reports. Hence, we can say that there
exists a negative relationship between dual role and voluntary disclosures. Petrenko, Aime [84] coded
CEO dual power as a 1 (dummy variable) if executive directorship and chairmanship are the same.
It was otherwise coded as a 0. The meetings of the board’s frequency were measured by the total
number of meetings taken place in one financial year. The studies on members age on the board
and CSR also showed that age diversity has an impact on CSR even though the number of studies is
limited [56,57]. It was not clear which age group of the members had a significant relationship while
performing on the board.

According to Hafsi and Turgut [56], the older members on the board were more concerned and
ready to accept the issues related to the welfare of the society, whereas the younger members were
more concerned and ready to deal with matters related to ethical and environmental factors. Heyden,
Oehmichen [85] obtained the age and tenure of the board’s members from the directors’ profile on the
CSMAR database, so we also put a controlled variable for every year considered from 2008 to 2015
using an industry dummy and the year concerned.

Previous literature states that there is a significant relationship between these variables and CSR
reporting which is the reason we chose these variables. Past research literature shows a direct link
between corporate social disclosure and the size of the firm. It also means that larger corporations
have more CSR activities and more impact on society [86-88]. There is even a significant positive
relationship between leverage and CSR [89]. According to [Myers [90], Schipper [91]], high leveraged
entities usually give more disclosures to satisfy lenders and shareholders, so that they do not demand
anything that cannot be satisfied. However, it is important to mention that some researchers found
a negative relationship between leverage and CSR engagement [92,93]. According to Waddock and
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Graves [66] slack resource theory, there is a negative relationship between debt ratio and CSR, because
firms with high leverage always focus on short-term goals, such as profit maximization, instead of
long-term performance of the corporation.

There is a positive relationship between independent directors who have CSR activities on their
profile and voluntary disclosures of CSR [94,95]. According to Laksmana [96], frequent and regular
board meetings also help to ensure the transparency of disclosures to stakeholders. It was also found
that when a CEO has the dual role of chairmanship and CEQO, it leads to a negative performance of
the corporation, and the efficiency of the board decreases drastically because of the domination of the
CEO and less CSR disclosures [97]. Furthermore, the age of the corporations and the size of the board
have a positive relationship with CSR engagement and as discussed above.

5.3. The Model

Following [98,99], we used pooled (OLS) regression as a baseline methodology to estimate the
equation below.

CSRindex;t = g + P1FD;t + B2FIlit + B3Bsizey + B4IDit + psCEOpower;; + FBMMEF;; +
B7BMAAit + BSSOEit + BgFAit + BlOFSIZEit + BllLEVit + BleearDumit + (513Industry (1)
Dumy; + €5

where CSRD index (corporate social responsibility index) measure by dichotomous procedure, which is
also referred to as the binary scale system, was adopted. A value of 1 was given if the item was
disclosed, and a value of 0 was given if it is was not disclosed. The FD (female directors) were
measured by the percentage of female director on the board. The FII (foreign institutional investor) was
considered as the dummy variable equal to one if the foreign institutional investor existed, otherwise it
was equal to zero. The Bsize was the board size measured by the total number of directors on the board.
The ID (independent directors) was measured by the percentage of independent directors. The CEO
power (chief executive power) was measured if the CEOand the Chairman were, and it was equal to
one, otherwise it was equal to 0. The BMMF (the board member meeting frequency) was measured
by the total number of meetings that took place in one year. The BMAA (the board member average
age) was measured by the average age of board members. The SOE (the state-owned enterprises) was
consider a dummy variable equal to one if the firm is controlled by the government, otherwise it was
equal to zero. The FA(the firms age) was measured by the listing age of the firm, and the FS (the firm
size) was measured by taking the natural log of the total assets. The LEV (leverage) was measure by
the total debts divided by the total assets.

6. Empirical Results and Discussion

6.1. Descriptive Statistics

Table 1 shows the descriptive statistics. The CSR index average value is 0.30, and the PFD and
the FII mean values are 0.12 and 0.14, respectively. On average 36 percent of independent directors
exist in Chinese companies, and the mean value of the board size is 9. Furthermore, the CEO power
mean value is 0.17 for 83% of the corporations, and the position of the CEO and the chairman are
separate. The average meetings held in one year are nine, and 50% of debt in Chinese entities is under
consideration. An average of 60 percent of corporations are state-owned. For detailed descriptive
statistics, see Table 1 below.
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Table 1. Descriptive statistics of variables.

Variable Mean Deviation Observations
CSR index 0.3019474 0.1480728 4256
PFD 0.1240988 0.1283987 4256
FII 0.1437632 0.3508907 4256
1D 0.3699925 0.0662303 4256
B.Size 9.545455 2.309339 4256
CEOP 0.179704 0.3839858 4256
BMMF 9.966643 4.441063 4256
BMAA 51.27363 3.826847 4256
SOE 0.599859 0.4899843 4256
FA 11.58388 2.634835 4256
FS 23.07651 1.749106 4256
LEV 0.5098044 0.2168527 4256

6.2. Correlation Matrix

A Pearson correlation analysis is shown in Table 2. There are no figures for the multicollinearity
problem from the correlation coefficient results that came in our research. Furthermore, we also made
use of the variance inflation factors (VIFs to assess multicollinearity in our research data. We had a 2.04
VIF score for the firm size variable, which does not indicate any multicollinearity problems, because
the score is below 5 according to Baccouche, Hadriche [100].

6.3. Results and Discussion

The regression results are presented in Table 3. The significant variables that were considered were
the board gender diversity and the foreign institutional investors. Hence, the results shown in Table 3
indicate the significance of female directors” in support of CSR engagement. The presence of female
directors was used as a proxy for board diversity. The female director shows a significant positive
relationship with CSR engagement with a p-value of 0.045, which is at the 5% level. Thus, this result
shows strong support of Hypothesis1. The results of this area can also be extended and applied to US
diversity effect settings [56,101-103], so we can say that the positive impact of female directors on CSR
engagement showing board gender diversity also supports a linear association between the presence
of female directors and CSR engagements. This result also supports the stakeholder theory.

Table 3 results (model 2) showed that there is an absence of positive significant FlIs effect on
CSR engagement (b = 0.008; P = 0.196). Thus, this result does not support Hypothesis 2, and it is in
contrast with the results from researches of other developing economies, because it generally showed
that FIIs support social engagement [69,104]. Our findings reaffirm results found in developed market
contexts [105,106] and still agree with some sense of the political bridge-building concept of foreign
investment [107-111]. FIIs do not give top priority to CSR engagement in China because most of
the firms are state-owned or politically connected entities. Moreover, foreign investors showed little
influence on Chinese corporations” CSR engagement.
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Table 2. Correlation matrix.

1 2 3 4 5 6 7 8 9 10 11 12 VIF

1-CSR 1.0000
2-PFD 0.0590 *** 1.0000 1.06
3-FII 0.0473 *** —0.0166 1.0000 1.05
4-B.Size 0.1108 *** —0.0733 *** 0.1117 *** 1.0000 1.41
5-ID 0.0000 *** —0.0039 —0.0270 * —0.2468 *** 1.0000 1.12
6-CEOP —0.0693 *** 0.0853 *** —0.0209 —0.1416 *** 0.0867 *** 1.0000 1.08
7-BMMF 0.0437 *** 0.0501 *** —0.0672 *** 0.0235 0.0428 *** —0.0127 1.0000 1.08
8-BMAA 0.0630 *** —0.1043 *** 0.0159 *** 0.0628 *** 0.0778 *** —0.0650 *** —0.0359 1.0000 1.11
9-SOE 0.0770 *** —0.1771 *** 0.0873 *** 0.1937 *** —0.0291 —0.2309 ***  —0.0722 *** 0.1535 ** 1.0000 1.29
10-FA 0.0952 *** 0.0501 *** 0.0691 *** 0.0409 *** —0.0142 —0.1278 *** 0.0616 *** 0.2057 ** 0.3133 *** 1.0000 1.23
11-FS 0.2217 *** —0.0824 *** 0.1562 *** 0.4456 *** 0.05417 *** —0.1328 *** 0.1704 *** 0.2014 ** 0.2912 *** 0.1894 *** 1.0000 2.04
12-Lev 0.1314 *** —0.0658 *** 0.0343 ** 0.2577 *** 0.0179 —0.1254 *** 0.1920 *** 0.0737 ** 0.2129 *** 0.2620 *** 0.5959 *** 1.0000 1.66

Note: ***, ** * represents p < 0.01, p < 0.05, p < 0.1.
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Table 3. Regression results.

12 0of 19

Model 1 Model 2
Variable
Coefficient (p-Value) Coefficient (p-Value)
PFD 0.0351 ** (0.045) —
FII _ 0.0080 (0.196)
ID 0.0013 * (0.099) 0.0011 * (0.097)
B.Size 0.0017 * (0.098) 0.0010 * (0.092)
CEOP —0.0141 ** (0.014) —0.0137 ** (0.017)
BMMF —0.0019 (0.704) —0.0011 (0.824)
BMAA 0.0090 (0.879) 0.0020 (0.972)
SOE 0.0124 ** (0.016) 0.0111 ** (0.030)
FA 0.0075 * (0.088) 0.0078 * (0.075)
FS 0.0071 ** (0.000) 0.0066 *** (0.001)
LEV —0.0113 ** (0.039) —0.0111 ** (0.040)
YEAR/IND YES YES
Intercept 1.054 *** (0.000) 1.075 *** (0.000)
Adjusted R? 0.1304 0.1301
F_Value 19.77 *** 20.29 ***
# of obs. 4256 4256

Note: ***, ** * represents p < 0.01, p < 0.05, p < 0.1.

The non-significant relationship showed that foreign institutional investors do not have any
relationship with the CSR practices of Chinese listed companies. Furthermore, Dasgupta, Hettige [74]
found no relationship between foreign owners and CSR, and they argued that foreign investors have
little knowledge of local laws and the environments. As a result, they found it extremely difficult
to engage and gauge CSR. Similarly, Rasic [112] found no relationship between foreign institutional
investors and CSR with a value of Chi2 = 6.27 and a P = 0.652.

If we argued theoretically, the research finding does not support stakeholder theory and argues
that investors as part of diverse stakeholders should keep satisfying all stakeholders for the long-term
success and survival of the corporation.

This study takes into consideration some other corporate governance variables that include
independent directors, board size, CEO power, board member meeting frequency, SOE, board member
average age, firm age, firm size, and leverage. There is a positive relationship between independent
director and CSR engagement at the 10 percent level of confidence. It is also in contrast with the
US and Europe [101,113]. It is also possible that it could be due to institutional differences. Yu and
Zheng [107] further argued that due to weak legal protections specifically in China, independent
directors could easily be removed by politically appointed executive directors. This also shows that
despite reforms, governance framework inside corporations is still not useful or performing as it
supposed to be. Our results also aligned with this view.

Moreover, in China, the independent directors have a relatively weaker voice about CSR
engagement. The CEO power has a negative association with CSR engagement, which means that
when the CEO has a dual role of chairmanship and CEOQ, it leads to the negative performance of
the corporation, and the efficiency of the board decreases drastically because of the domination of
the CEO and less CSR disclosures [97]. Furthermore, the age of the corporations and the size of the
board had a positive relationship with CSR engagement, which was at 10 percent level of significance.
A positive relationship existed between the firm size and the corporate social responsibility engagement,
which was at the 1 percent level of significance. This means that larger corporations have more CSR
activities and more impact on society [86-88]. We found a negative relationship between leverage
and CSR engagement [92,93]. According to Waddock and Graves [66] slack resource theory, there is a
negative relationship between debt ratio and CSR, because firms with high leverage always focus on
short-term goals, such as profit maximization, instead of long-term performance of the corporation.
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6.4. Robustness Tests

6.4.1. Alternative Measure of Board Gender Diversity

To ensure the robustness of our results, we used a comprehensive measure of boardroom gender
diversity Blau Index (BI) [114], which is measured by the formula, 1 — }_!" PZ-Z. The BI is more superior
method to measure the diversity of the board as opposed to simply calculating the percentage of
female directors on the board [115]. The coefficient of BI is positive and significant in the first model
(B =0.039, p < 0.05). Furthermore, the coefficient of FII in the second model is insignificant (3 = 0.0078,

p > 0.1). Table 4 results also align with our main findings.

Table 4. Regression results: robustness test.

Model 1 Model 2
Variable
Coefficient (p-Value) Coefficient (p-Value)
BI 0.0398 *** (0.005) 0.0396 *** (0.005)
FII - 0.0078 (0.206)
D 0.0012 * (0.097) 0.0020 * (0.0952)
B.Size 0.0089 * (0.093) 0.0013 * (0.090)
CEQOP —0.0144 ** (0.013) —0.0145 ** (0.012)
BMMF —0.0021 (0.679) —0.0016 (0.750)
BMAA 0.0012 (0.833) 0.0014 (0.080)
SOE 0.0126 ** (0.014) 0.0125 ** (0.015)
FA 0.0075 * (0.087) 0.0071 * (0.0106)
FS 0.0072 *** (0.000) 0.0068 *** (0.000)
LEV —0.0107 **(0.042) —0.0092 ** (0.048)
YEAR/IND YES YES
Intercept 1.048 *** (0.000) 1.053 *** (0.000)
Adjusted R? 0.1314 0.1316
F_Value 20.51 *** 19.96 ***
# of obs. 4256 4256

Note: ***, ** * represents p < 0.01, p < 0.05, p <0.1.

6.4.2. Controlling the Endogeneity Issue

To control the possible problem of endogeneity we used two-stage least squares (TSLS) regression
to address the endogeneity problem and used one year lagged measure of female director and foreign
institutional investors as instrumental variables. Models 1 and 2 of Table 5 show the findings of tow

stage least squares and our results are, again, the same with the main findings.

Table 5. Controlling the endogeneity issue (2SLS).

Model 1 Model 2
Variable
Coefficient (p-Value) Coefficient (p-Value)
PFD 0.0731 ** (0.013) S

FII - 0.028 (0.161)

R? 0.1298 0.1297
Wald Ch? 676.60 *** 670.17 ***
No.of obs. 4256 4256

Note: ***, ** * represents p < 0.01, p < 0.05, p <0.1.

7. Conclusions and Future Research

While studying CSR engagement from 2008 to 2015, the current study indicated that female
directors on the board exerted considerable influence on CSR activities. This research finding supported
the theories of stewardship, and the stakeholder that suggests including female directors on the board
will lead to an increase in CSR achievements.
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Additionally, our findings also showed a new dimension of female directors in the CSR context in
China [116]. We also have shown in this article that female members’ effected corporations beyond
CSR, which could also be important. It can also be extended to the US context of CSR engagement and
gender diversity [56,59,101,103].

Regarding foreign institutional investors, our result supported the results of [117], which showed
that institutional directors had a passive and ineffective role in managers’ monitoring. It is also
argued by the Bushee [118] that senior officials representing institutional investors had less chance to
monitor managers effectively. It is due to conflicts of interest with existing and maybe future business
connections with the corporation, myopic attitude, and the free-rider problem. It may also be because
institutional investors are only interested in financial and performance information rather than CSR
information depicting their CSR related performance. Therefore, according to Lopatta, Jaeschke [119],
the institutional investors have tended towards preferring short-term higher returns, and some also
prefer to pay fewer taxes. Hence, it is less valuable for the stakeholders to have information about
CSR. The expense of monitoring the management teams might also discourage senior management
to pressure managers to present information about CSR, so it supports the view that institutional
directors will be less likely to disclose CSR related reporting.

Our research study has implications from the political and academic dimensions, because this
gives new evidence on how institutional investors impact CSR, which is absent in studies conducted
in the Anglo-Saxon background, because these directors are usually not appointed. The policy makers
based on our findings should support pressure and sensitive senior directors, since they favor and
support CSR related reporting.

Our second major contribution is the impact of FII on social engagement due to the political
bridge-building concept for investments holdings [108-111]. Our findings of FIIs do not support
H2. The insignificant research findings of foreign institutional investors were opposed to stakeholder
theory, which argues that corporation should satisfy all stakeholders.

The study finding suggested that gender diversity promotes CSR in corporations, and the results
can be seen by including only one female member on the board. Furthermore, its promotion in
European emerging markets can be very beneficial. Our results also extended towards the related
literature on foreign investor parties in exerting influential power on CSR in China [65,116,120].

The implications of the findings mentioned above are very important. When considering both
the stakeholder theory and the stewardship theory simultaneously, the more diverse the board is,
the better it can represent and cater to a wide range of stakeholders, which should ultimately lead
to better CSR. Furthermore, there is also some support of the argument that diversity is linked to
higher CSR reporting, but it is a somehow a qualitative concept and needs to be thoroughly followed
up. There are also some practical implications. First, the firms that wish to improve their CSR image
need to appoint more and more young directors, and possibly appoint more female directors. Second,
the female director’s relationships with other directors on the board are also important and not studied
previously, because there is a possibility that more and more women on the board may lead to the
negative performance of CSR. This has also implications for professional associations and corporations
to provide training for senior women officials to be involved in the governance of corporations.

Finally, the policymakers should be more knowledgeable of the obstacle in having diverse boards,
and research results suggest that greater resources may be needed for corporations to fulfill their goals
of corporate governance.

A limitation of our study included the small sample size of 4257 firm-year observations of
non-financial listed corporations on the Shanghai and Shenzhen stock exchanges. The sample was
small because of the small numbers of corporations that consistently publicized CSR reports from
2008 to 2015. Second, it included only non-financial firms and cannot extended to financial firms.
Another limitation is our study lacked some variables that could distinguish the correlation between
FII, board gender diversity, and CSR engagement, such as CEO characteristics or ownership structure.
However, this further suggests that in future more research could be conducted on shareholders
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satisfaction, the disclosure of CSR, and more studies about the different effects of genuine CSR,
which is a long-term idea, in contrast to just symbolic CSR activities.

Finally, the growth of institutional investors in China is limited. Hence, securities investment
funds can only play a central role in intuitional shareholders and other types of investments, such as
mutual funds and insurance related companies. Due to the limited availability of studies on
institutional shareholders, Flls are used as a proxy. However, other institutional shareholders should
also be the center of focus and thoroughly considered in the future.
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