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CORPORATE GOVERNANCE, CSR REPORTING, AND ECONOMIC
PERFORMANCE - Qualifying scientific work on manuscript rights.

Dissertation for obtaining the scientific degree of Doctor of Philosophy in
specialty 073 - Management. — Sumy National Agrarian University, Sumy, 2025.

This dissertation investigates the strategic management of Corporate Social
Responsibility (CSR) in Chinese listed companies, focusing on how governance
structures, leadership dynamics, and ESG practices are integrated into corporate
strategy. Against the backdrop of China’s rapid economic growth and increasing
global expectations for sustainability and accountability, the study explores how
Chinese firms evolve from compliance-driven CSR to strategically embedded
sustainability frameworks that align with both national priorities and international
standards.

The research develops a robust conceptual framework that integrates
measurable ESG performance indicators with CSR’s ethical and stakeholder-
centered principles. This integrated CSR—ESG model moves beyond traditional,
fragmented approaches by offering a cohesive system that unites compliance,
strategy, and cultural adaptation. The framework aims to bridge operational realities
with theoretical imperatives, enabling companies to navigate complex sustainability
challenges while maintaining competitive advantage.

A key contribution of the dissertation is the creation of a data-driven typology
of CSR strategies. Companies are classified into distinct categories - Leaders,
Developers, and Minimalists - based on their intensity and focus of CSR engagement
across key dimensions such as environmental protection, employee welfare,
corporate governance, and ethical business conduct. The typology provides a
practical tool for benchmarking and allows firms to assess their CSR maturity
relative to industry peers.

The empirical component of the research examines how board characteristics
- such as size, independence, CEO duality, meeting frequency, and the presence of
specialized committees - affect ESG performance and sustainability reporting. The
findings reveal that board independence and active CSR committees are consistently
linked to improved ESG transparency and accountability, whereas factors like CEO
duality and board size produce mixed effects. These insights challenge assumptions



drawn from Western governance models and highlight the need for context-specific
approaches in emerging markets.

Another innovative aspect of the dissertation is its focus on managerial
overconfidence and its influence on ESG outcomes. The study finds that
overconfident executives tend to drive more ambitious CSR agendas, particularly in
the social and environmental pillars, though the magnitude of their impact varies
across firms. This result provides a nuanced understanding of how leadership
psychology intersects with sustainability performance, underscoring the need for
balanced governance mechanisms that both empower and monitor executive
decisions.

The research also delves into the relationship between ESG performance and
financial outcomes, confirming that environmental, social, and governance
components exert distinct and significant effects on profitability. Notably, the study
identifies regional disparities within China: ESG-driven financial gains are more
pronounced in economically less developed regions, while firms in coastal and
highly regulated areas display more modest financial returns from CSR investments.
This regional analysis offers valuable insights for both policymakers and investors
aiming to tailor sustainability strategies to local contexts.

Additionally, the dissertation examines the intersection of CSR, internal
control systems, and board gender diversity. Contrary to some existing literature, the
findings indicate that increased female representation on boards does not uniformly
strengthen internal controls in high-CSR firms within China. This suggests that
cultural and institutional factors may moderate the expected positive impacts of
gender diversity on governance outcomes, inviting further research into how gender
dynamics operate in different socio-economic environments.

The study’s methodological approach combines system analysis, normative
research, comparative methods, and rigorous empirical techniques. Panel data
regression models, cluster analysis, and robustness tests are applied to ensure the
validity and reliability of the findings. The research design emphasizes both breadth
and depth, integrating macro-level policy considerations with firm-level governance
and operational data.

Building on these empirical insights, the dissertation introduces a strategic
CSR management model specifically tailored to the Chinese corporate landscape.
This model 1s anchored in six core pillars: strategic alignment with corporate vision;
robust governance and accountability structures; seamless operational integration of
CSR principles; transparent performance measurement using standardized ESG



metrics; active stakeholder engagement; and continuous improvement through
innovation and benchmarking. By embedding CSR into each layer of corporate
governance and operations, the model provides a roadmap for firms seeking to
institutionalize sustainability as a core business function rather than a peripheral
obligation.

The dissertation also offers actionable recommendations for various
stakeholders. For corporate leaders, it provides practical tools for designing and
implementing CSR systems that enhance transparency, foster stakeholder trust, and
create long-term business value. For investors, it highlights governance quality as a
key indicator of genuine sustainability commitment, assisting in more accurate risk
assessment and investment decision-making. For policymakers, the research
underscores the importance of strengthening regulatory frameworks that promote
consistency, comparability, and integrity in CSR reporting, which in turn can
enhance market confidence and drive broader adoption of responsible business
practices.

In summary, this dissertation advances both theoretical and practical
understanding of CSR management in China. It provides an empirically grounded,
context-sensitive framework that bridges governance and sustainability, offering
fresh insights for academics, business leaders, investors, and policymakers. By
emphasizing the importance of integrated CSR strategies, effective governance, and
leadership accountability, the study contributes to the ongoing evolution of
sustainable business practices in China and offers lessons applicable to other
emerging economies facing similar challenges.

Keywords: Corporate Social Responsibility (CSR); ESG; Corporate
Governance; Strategic CSR; Sustainability Reporting; Non-financial reporting;
Board Characteristics; Managerial Overconfidence; CSR Typology; Financial
Performance; China; Stakeholder Engagement; Gender Diversity; Internal Control;
Sustainable Business; CSR-ESG Integration.



AHOTALIA

[0ii Yrcynuens. CTPATETIUHE VIIPABJIHHSI KOPIIOPATUBHOIO
COLIAJILHOIO BIIMOBIJAJIBHICTIO YV KUTAWCBHKUX MYBJIIYHUX
KOMITAHISIX: V3TODKEHICTh KOPIIOPATMBHOI'O  YIIPABJITHHS,
HE®IHAHCOBOI 3BITHOCTI TA EKOHOMIYHOI E®EKTUBHOCTI -

Pyxkomnmuc.
Huceprartiist Ha 3100yTTsI HAyKOBOro cTymneHs goktopa ¢dinocodii (Ph.D.) 3a
cnemianbHicTIO 073 — MenemxmenT. — CyMChbKHMH HalllOHAJIBHUN arpapHUid

yHiBepcuteT, Cymu, 2025.

Hucepramisi  JOCHIKY€E€ — CTpaTeriuyHe  YNPaBIiHHA  KOPIOPATUBHOIO
comianbHO BianoinaneHicTIO (KCB) y kutaiicbkux myOmiYHMX KOMIIAHIAX,
30CEpe/KYIOUM YyBary Ha IHTerpauii CTPYKTyp KOPIIOPAaTUBHOIO YIIPaBIIHHS,
nuHaMmikd JigepctBa Ta npaktuk ESG y kopmopatuBHy crpareriro. Ha Timi
CTPIMKOT'0 €KOHOMIYHOTO 3pocTaHHs Kuraro Ta 3pocTarounx riodajlbHUX OUlKyBaHb
I0JI0 CTAJIOCTI Ta MIA3BITHOCTI, Y TOCHIJKEHH] PO3TIISIAETHCS €BOJIIOIIS IEPEXOTY
KUTAalCbKUX KOMIIaHI# Bia KomiuiaeHc-opieHToBaHOi KCB 10 crparteriyno
BOYJIOBaHMX PaMOK CTajOro PO3BUTKY, IO Y3rO/UKYIOTHCA SIK 13 HalllOHAJIbHUMHU
NpiOpUTETAMH, TakK 1 3 MDKHAPOJIHUMH CTaHIapTaMHu.

Y poboTi po3po0JIEeHO KOMIUIEKCHY KOHIIEONTYaJIbHY MOJIENb, IO 1HTETpye
BuMiproBaHi nokazHuku ESG 13 ernunumu npunnunamu KCB, opienToBaHuMH Ha
3arikaBjaeHl ctopoHu. Llg iaTerpoBana momens KCB-ESG Buxomuth 3a Mexi
TpaAULIMHUX (PparMEHTOBAaHUX MIAXO/AIB, MPONOHYIOUM LUIICHY CHUCTEMY, SKa
00’€HY€ KOMIUIAEHC, CTPATErii0 Ta KyJbTYpHY ajanTaiito. Monenb mparxe
MOEAHATH OMNEpalliifHy peaTbHICTh 13 TEOPETUYHUMHU 3acajaMH, J103BOJISIOUU
KOMITaHIsIM €(EeKTUBHO BUPIIIYBATH CKJIAaJHI 3aBJAHHS CTajlOro pPO3BUTKY Ta
BOJHOYAC 30€piraTi KOHKYPEHTOCTIPOMOXKHICTb.

KirouoBMM HayKOBUM pe3yiIbTaTOM € CTBOpeHHs Tunosorii crparerii KCB
Ha OCHOBI emnipuuHux naHux. Kommanii knacudikoBaHo Ha kareropii - Jlimepw,
Po3pobnuky Ta MiHIMAaIICTH - 3aJI€’KHO BiJl IHTEHCUBHOCTI Ta (OKYCY IXHBOI ydacTi
y KCB 3a k1104OBUMHU HampsiMaMU: 3aXUCT JOBKULISA, JHOOpOOYT MpaliBHHKIB,
KOPIOpAaTUBHE YMPABIIHHSI Ta €TUYHA [OBEJIHKA. THUIOJNOTIS MPONOHYE
MPaKTUYHUN 1HCTPYMEHT JUis OEHYMAapKiHTYy W JO03BOJIIE MIANPUEMCTBAM
OLIIHIOBATH piBEeHb 3pisiocTi cBo€l KCB BiIHOCHO raigy3eBUX CTaHIAPTIB.

EMmipnyHuii KOMIOHEHT JOCIIKEHHS aHAII3Y€ BIUIUB XapaKTEPUCTUK paiv
JTUPEKTOPIB - TAaKUX K Po3Mip, HesalexHicTh, moaBiHa poinb CEQ, wactora



3acijlaHb Ta HasSBHICTH CIICI1aJII30BAaHUX KOMITETIB - Ha pe3yibrati ESG Ta gKicTh
He(1HAHCOBOI 3BITHOCTI. Pe3ynbTaTH 3acBiluyloTh, IO HE3AJEKHICTh paad Ta
akTUBHA MIsUIbHICTE KoMiTeTiB 13 KCB mocnimoBHO moB’s3aHi 3 IMIABUIIEHHSIM
npo3opocTi Ta mia3BiTHOCTI ESG, Tomi sik Taki dakTopwy, sik noasiiiHa poias CEO Ta
pO3MIp paau, IEMOHCTPYIOTh CyNepewInBi BIUTHBH. {1 BUCHOBKHM KUJAIOTh BUKIIUK
3ax1JHOLEHTPUYHUM MIIX0/1aM 70 KOPIOPATUBHOTO YIPABIIHHS Ta MIAKPECTIOIOThH
HEOOX1THICTh KOHTEKCTHO-CITEIIM(IYHUX PIIICHB JJIsl PUHKIB, 1110 PO3BUBAIOTHCH.

[HHOBAIIHHUM acEeKTOM AOCIIIKEHHS € (OKYyC Ha BIUIMBI YIPaBIIHCHKOI
caMOBIIeBHEHOCTI Ha pesyibratd ESG. YcTaHOBIEHO, IO HAAMIPHO BIIEBHEHI
KEpIBHUKH, SK MpaBujao, npocyBaroTh aMmOiTHINI KCB-iHimiatuBu, 0COONHMBO Y
COLIIAJIBHOMY Ta €KOJIOIYHOMY HampsiMax, Xo4ya CTYIiHb BILUTUBY BapilO€TbCS MiX
koMmmaHissMu. [leil pe3ynbrar mTOrauOIIOE PO3YMIHHA B3a€EMO3B’SI3KY MIXK
NICUXOJIOTIEI0 JIJIEPCTBA Ta €(EKTHUBHICTIO CTAJOTO PO3BUTKY, MJIKPECITIOI0YN
HEOOXI1HICTh 30aJJTaHCOBAaHUX MEXaHI3MIB YIIPaBIIHHS.

JIoCTiIPKEHHST TaKOX pO3IJIsAfae B3a€MO3B’SI30K MK pe3yipTatamu ESG 1
(dbiHaHCOBOIO €(EKTUBHICTIO, MIATBEP/KYIOUH, IO €KOJOTIYHI, COIllajdbHI Ta
YIPaBIIHCHKI KOMIIOHEHTH MalOTh PI3HUN 1 3HAUYIIMK BILUIMB Ha NPUOYTKOBICTD.
BaxxnuBuM pe3ysbTaToOM € BUSBJICHHS PETIOHAIBHUX BIAMIHHOCTEH: (hiHAHCOBI
Buroau Bifg ESG € Ou1bIll BUpa)KEHUMH B €KOHOMIYHO MEHIII PO3BUHEHUX pErioHax
Kurato, Tonl SIK KOMIIaHii y NpUOEpEeKHUX PErioHax AEMOHCTPYIOTh CKPOMHIIII
(biHaHCOBI PE3yIbTATH BiJl IHBECTHUIIN Y CTATUN PO3BUTOK.

Kpim Ttoro, pmucepramiss gocmimxye tepetun KCB, edexruBnoCTI
BHYTPIIIHBOIO KOHTPOJIIO Ta T€HJIEPHOI PI3HOMAHITHOCTI paau aupekTtopiB. Ha
BIIMIHY BiJT ICSIKUX ITOTIEPEIHIX TOCTIKEHB, PE3YJbTAaTH CBIIYaTh, 1110 301IbIIICHHS
YaCTKH KIHOK Y paJil HE 3aBKI1 MIABUIIY€E €()EKTUBHICTh BHYTPIILIHHOTO KOHTPOJIIO
B KommaHisix 13 BucokuM piBHeM KCB y Kwurai, 1m0 Bka3ye Ha BIUIMB JIOKaJIbHHUX
KyJIbTYPHUX 1 IHCTUTYLIMHUX YHHHHKIB.

Metononoris JIOCHIIKEHHSI TO€EIHYE CUCTEMHHMM aHaii3, HOPMAaTHUBHI
JOCJIIKEHHS, TOPIBHSILHI METOAM Ta EMITIPUYHI TEXHIKU. 3aCTOCOBAHO MaHEIbHI
perpeciiiHi Mojieli, KJIaCTepHUI aHali3 Ta TECTH HAa HAJIWHICTh Pe3yJbTaTiB IS
3a0e3nedyeHHs] iXHbOi BamigHOCTI. JIOCHIIPKEHHS OXOIUIIOE $IK MAaKpOpIBEHb
(mnepxaBHa TMOJITHKA), TaK 1 MIKPOPIBEHb (CTPYKTypH KOPIOPATUBHOTO
YIPaBITIHHS).

Ha ocHOBiI eMIipuyHUX BHCHOBKIB pPO3pOOJIEHO MOJENb CTPATeriyHOro
ynpasmiaHs KCB, ska Bkiloyae MIICTh KIIIOYOBUX CTOBIIIB: CTpaTeriuyHe
y3TOJUKEHHSI;, HaJiiHI CTpyKTypu yrpaBmiHHs, iHterpauis KCB y onepamiiini



npolecH; TMPO30pe BHUMIPIOBAHHS  pe3yJbTaTiB, AaKTUBHA  B3aeMoOis 31
cTeikxonaepamu; Ta OesnepepBHE BIOCKOHaNeHHs. Lls Moens Hagae KOMIaHisIM
YITKY JOPOKHIO KapTy JJIA 1HCTUTYIIOHAI3AMlli CTAlOr0 PO3BUTKY SIK KJIFOUOBOTO
€JIEMEHTY KOPIIOPATUBHOI CTpaTerii.

Jluceprairist IpOMOHY€E MPAaKTHYHI PEKOMEH IaIlii 1J1s1 KEPIBHUKIB, IHBECTOPIB
1 PperymasTopiB, CHOpSIMOBaHI Ha WIABUINEHHS MPO30POCTi, MiA3BITHOCTI Ta
JIOBrOCTPOKOBOI KOHKYPEHTOCIIPOMOKHOCTI KOMIIaH1i. 3araioM po0oTa po3IIHUpIoe
TEOpEeTUYHE Ta mpakTuyHe po3yMminHA ynpashiHHi KCB y Kwutai, npononyioun
EMIIIPUYHO OOTPYHTOBAaHY ¥ KOHTEKCTHO UYTJIMBY MOJIENb, sIKa CIpUsE
MOIANBIIOMY PO3BUTKY CTalIMX O13HEC-TIPAKTHUK y KpaiHaX, 10 PO3BUBAIOTHCS.

Kurouosi ciioBa: Kopnioparusna couianbHa BianosiganbHicTh (KCB); ESG;
KopriopaTuBHe ynpasiiHHs; ctpareriuna KCB; HedinancoBa 3BiTHICTB; 3BITHICTD
31 cranmoro po3Butky; Tumnosoriss KCB; ['ennepHa pi3HOMaHITHICTh; BHyTpimH1H
KOHTpoJib; Kwurtail; @diHaHcoBa eQEKTHBHICTh; 3alydeHHS CTEHKXOJIIEPiB;
CamoBneBHeHICTh KepiBHUKIB; Ckitan paau qupekropis; Ctanuii 613Hec; [HTerpartis
KCB-ESG.
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INTRODUCTION

Relevance of the topic. The relevance of this dissertation lies in its in-depth
focus on the strategic management of Corporate Social Responsibility (CSR) within
Chinese listed companies—an area of increasing significance as firms navigate
growing demands for transparency, accountability, and sustainable performance.
While CSR has become a mainstream expectation, many Chinese firms still struggle
to move beyond compliance and ad hoc initiatives, lacking the systems and
governance frameworks needed to ensure that CSR delivers measurable, long-term
value.

China’s rapid industrialization has amplified challenges such as
environmental degradation, labor rights concerns, and governance weaknesses.
These pressures have elevated CSR from a voluntary activity to a strategic necessity.
However, strategically embedding CSR into corporate governance and operations
remains a complex task, especially in contexts where state influence, ownership
concentration, and institutional diversity shape business behavior.

This dissertation critically examines the governance mechanisms and
leadership dynamics - particularly the role of CEOs and senior executives - in
steering effective CSR strategies. Leadership commitment is fundamental for
translating CSR principles into action. CEOs and top management teams set the tone
for CSR prioritization, resource allocation, and the depth of organizational
engagement. Their behavioral traits, vision, and incentives can either propel or
hinder meaningful CSR outcomes. Understanding how these internal factors shape
CSR effectiveness is essential for developing robust, scalable management models.

The study emphasizes that successful CSR management requires an integrated
framework that aligns CSR goals with corporate strategy and mission, embeds CSR
across operational functions (from supply chain to HR), ensures rigorous governance

through active board oversight and dedicated committees, implements clear
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performance measurement (KPIs, ESG ratings), and maintains ongoing stakeholder
dialogue to keep CSR responsive and credible.

Moreover, the dissertation highlights the growing convergence between CSR
and Environmental, Social, and Governance (ESG) frameworks. While CSR
traditionally focuses on ethical commitments and stakeholder engagement, and ESG
emphasizes quantifiable performance and risk management, their integration is
increasingly seen as essential for achieving both legitimacy and measurable impact.
This research explores how aligning CSR and ESG strategies can create synergies
that enhance transparency, strengthen accountability, and deliver sustainable value.

Importantly, this dissertation also addresses a critical research gap. While
previous studies have extensively explored external drivers of CSR (such as
regulatory pressures and market expectations), there is limited empirical evidence
on how internal governance structures—especially board composition, ownership
structure, and CEO leadership—shape the strategic effectiveness of CSR in Chinese
listed firms. This research bridges that gap by offering an integrated analysis of how
governance, leadership, and CSR reporting collectively influence both sustainability
outcomes and financial performance.

Thus, the dissertation not only advances theoretical understanding of strategic
CSR management but also provides actionable insights for practitioners and
policymakers seeking to institutionalize CSR as a core element of resilient and
responsible corporate governance.

Connection of work with scientific programs, plans, topics. This
dissertation was carried out within the framework of the scientific research activities
of the Department of Accounting and Taxation at Sumy National Agrarian
University, under the projects “Development of corporate reporting on sustainability
/ ESG reporting and its service infrastructure” (0121U100105) and “Development

of corporate governance and corporate relations based on sustainable development”
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(0121U100113). These research initiatives provide the foundational context for
advancing corporate governance systems, with a particular focus on strengthening
sustainability practices, enhancing the quality of ESG disclosures, and
institutionalizing robust CSR—ESG integration frameworks. The dissertation builds
on these projects by exploring how internal governance mechanisms, leadership
dynamics, and strategic management processes can transform CSR from a
compliance obligation into a core driver of sustainable corporate performance.

The Aim and Objectives of the study. The aim of this dissertation is to
develop a strategic management framework for Corporate Social Responsibility
(CSR) in Chinese public enterprises, integrating corporate governance, CSR
reporting, and economic performance.

Object of the study. The object of this study is corporate social responsibility
(CSR) as a multidimensional phenomenon in Chinese listed companies,
encompassing its ethical, managerial, and institutional manifestations within the
context of corporate governance and sustainability.

Subject of the study. The subject of this study is the strategic management of
CSR in Chinese listed firms, with a focus on the internal governance mechanisms,
leadership dynamics, and reporting practices that shape the integration of CSR and
ESG principles into corporate strategy and performance.

The study applies a data-driven approach to analyze how governance
mechanisms and CSR practices can be strategically aligned to strengthen sustainable
business outcomes. By examining empirical evidence from Chinese corporate
practice, the research proposes actionable strategies to embed CSR into corporate
governance, operational processes, and performance measurement systems,
ensuring both regulatory compliance and competitive advantage.

To achieve this aim, the dissertation sets the following objectives:

v to examine the conceptual relationship between ESG and CSR, identify
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overlapping domains, and develop an integrated framework that aligns
measurable ESG metrics with CSR’s ethical principles to support cohesive
sustainability strategies. It also includes outlining practical governance-
focused pathways for embedding ESG—CSR integration into corporate
management systems to enhance transparency, stakeholder trust, and long-
term value creation;

Assess the influence of board composition and ownership structure on ESG
performance in Chinese public enterprises, with a focus on variables such as
board size, independence, CEO duality, meeting frequency, managerial
shareholding, and state ownership. The task involves identifying governance
mechanisms that enhance ESG outcomes and formulating evidence-based
recommendations for integrating these factors into strategic CSR
management;

Develop a data-driven typology of CSR strategies among Chinese firms,
classifying companies into distinct groups based on their CSR engagement
intensity and focus areas. The task includes analyzing how these CSR types
relate to financial performance, operational outcomes, and reputational
strength, offering insights into the strategic value of comprehensive versus
minimal CSR adoption;

Analyze how board characteristics - such as size, independence, CEO duality,
meeting frequency, and the number of board committees - impact
sustainability reporting and ESG disclosure in Chinese listed firms. The task
involves identifying which governance features most effectively strengthen
ESG transparency and providing insights for integrating these mechanisms
into strategic CSR management;

Evaluate the relationship between ESG performance and financial outcomes

(ROA, ROE) of Chinese listed firms, analyzing the distinct impacts of
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environmental, social, and governance components. The task also includes
assessing regional variations in the ESG—profitability link, providing insights
into how local market conditions influence the financial value of sustainability
practices;

v Investigate the effect of managerial overconfidence on ESG performance
across environmental, social, governance, and overall sustainability
dimensions in Chinese listed firms. The task involves identifying whether and
how overconfident leadership shapes corporate ESG outcomes, with a focus
on the strength and nature of impacts in each ESG pillar;

v Develop a comprehensive model of strategic CSR management that integrates
governance structures, CSR implementation processes, performance
measurement, and stakeholder engagement into a unified framework. The task
involves designing a practical mechanism that embeds CSR into corporate
strategy, ensuring accountability, transparency, and continuous improvement
aligned with global best practices and the Chinese institutional context.

Research methods. This dissertation applies a comprehensive and integrated
research methodology to explore the strategic management of CSR and ESG in
Chinese listed companies across seven core objectives. The study combines system
analysis, comparative analysis, normative research, and empirical methods to ensure
a multi-dimensional investigation of governance structures, CSR strategies, ESG
performance, and financial outcomes.

System Analysis Method: This method provides a holistic view of CSR and
ESG as interconnected systems influenced by corporate governance, regulatory
frameworks, and stakeholder dynamics. It allows the exploration of complex
relationships among enterprises, state regulators, investors, and society, identifying
key drivers of CSR implementation and ESG reporting within China’s institutional

context.
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Literature Review Method: A thorough review of Chinese and international
academic sources underpins the research. This method identifies critical themes and
theoretical foundations, including stakeholder theory, agency theory, signaling
theory, and behavioral finance, forming the conceptual framework for analyzing
governance, sustainability disclosure, executive behavior, and CSR integration.

Normative Research Method: The normative approach is used to establish
theoretical benchmarks and evaluative criteria for CSR and ESG practices. It
supports the development of conceptual models that link governance factors, CSR
performance, and strategic outcomes, framing hypotheses and guiding empirical
analysis.

Quantitative (Statistical) Analysis Method: The empirical part of the
research uses panel data analysis to examine the relationship between governance
structures, ESG performance, and financial results. Statistical techniques include
fixed-effects regression, mediation analysis, heterogeneity testing, and robustness
checks. Specific tasks involve assessing the impact of board composition, ownership
structure, managerial overconfidence, and governance mechanisms on ESG
outcomes and profitability.

Cluster Analysis and Typology Development: To classify CSR strategies, the
research applies Principal Component Analysis (PCA) and k-means clustering. This
method identifies distinct CSR engagement patterns across firms, linking CSR
typologies to operational efficiency, financial performance, and reputational impact.

Comparative and Regional Analysis: The study integrates comparative
methods to evaluate regional differences in ESG—profitability links and governance
effects. This allows the identification of local market influences and regulatory
disparities that shape corporate sustainability outcomes.

Technical Methods: Robust technical tools are used to enhance reliability,

including outlier adjustment, multicollinearity diagnostics, and cross-validation.
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Data are processed using professional statistical software to ensure precision and
replicability.

Together, these methods provide a solid framework for analyzing how
governance, executive behavior, and strategic CSR integration shape sustainability
performance and corporate success within China's dynamic market environment.
The integrated use of these methods ensures a rigorous, multi-perspective
investigation of CSR and ESG dynamics, governance impacts, and strategic
outcomes. By combining theoretical models with empirical validation, the research
not only deepens understanding of corporate sustainability practices but also
generates original findings that advance both academic knowledge and practical
application. The scientific novelty of the obtained results is detailed in the following
section.

The scientific novelty of the obtained results.

For the first time:

For the first time, this dissertation conceptualizes and formalizes a holistic
framework of strategic CSR management that synthesizes multi-level governance,
operational integration, and dynamic stakeholder engagement into a cohesive
system. Unlike previous studies, which predominantly examined fragmented aspects
of CSR without fully addressing their interconnectedness, this research introduces
an integrated mechanism that reflects the evolving complexities of CSR in
contemporary corporate environments. The model unites theoretical underpinnings
with applied dimensions, embedding CSR across structural, procedural, and
evaluative layers within the corporate governance architecture. Special emphasis is
placed on aligning CSR imperatives with both global sustainability norms and
localized institutional nuances. This pioneering approach establishes a foundational
platform for further exploration of CSR’s transformative role, setting it apart from

earlier frameworks that lacked systemic cohesion and practical adaptability.
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Improved:

This dissertation advances ESG research by uncovering the impact of managerial
overconfidence on sustainability performance in Chinese listed firms. Unlike
previous studies that focused mainly on external drivers, this research highlights the
internal behavioral dimension, showing that overconfident executives positively
influence environmental, social, and governance outcomes. Notably, the strongest
effect appears in the social dimension, suggesting that confident leaders are
particularly proactive in driving social initiatives. The study also validates these
findings through robust instrumental variable tests, strengthening causal claims. By
linking behavioral corporate finance with ESG outcomes, this research expands
existing models and offers new insights into how leadership traits shape
sustainability, providing practical guidance for boards, investors, and policymakers
seeking to balance leadership dynamism with accountability;

This dissertation refines the understanding of how corporate governance influences
ESG performance by providing a nuanced, data-driven analysis of Chinese listed
firms. Unlike prior research that often generalized governance effects or relied on
Western-centric models, this study systematically dissects the roles of board
independence, managerial ownership, and state ownership within China’s unique
institutional context. It challenges conventional assumptions by revealing, for
example, that board size and CEO duality have no significant impact, while high
board meeting frequency may signal governance inefficiencies rather than strength.
The research introduces a new framework that integrates ownership structure and
board dynamics, highlighting the combined effect of independent oversight and
aligned managerial incentives. This approach advances ESG governance theory by
showing how internal governance levers, shaped by China’s regulatory and cultural
environment, can drive meaningful sustainability outcomes beyond formal

compliance;
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This dissertation refines CSR research by developing a data-driven typology that
classifies Chinese firms into distinct CSR engagement categories: Leaders,
Developers, and Minimalists. Unlike previous studies that examined CSR as a
uniform construct, this research uncovers meaningful variations in CSR strategies
across six key dimensions, including environmental sustainability, governance, and
stakeholder engagement. The study highlights how industry context, ownership
structure, and external pressures shape CSR adoption, offering a deeper
understanding of why firms diverge in their approaches. By linking CSR typologies
to financial, operational, and reputational outcomes, the research provides empirical
evidence that comprehensive CSR integration yields measurable competitive
advantages. This nuanced framework moves beyond compliance-based models,
showing that CSR is not monolithic but highly stratified in practice. The findings
advance CSR theory by offering a structured tool for benchmarking and strategic
planning, particularly relevant for emerging markets where CSR practices are
evolving under complex institutional pressures;

This dissertation enhances understanding of how board characteristics influence
sustainability reporting by offering a detailed, empirical analysis of Chinese listed
firms. Unlike prior research focused mainly on Western contexts, this study
highlights unique governance dynamics in China, revealing that board independence
and specialized committees significantly improve sustainability disclosure, while
board size and CEO duality show no consistent effects. The research also challenges
assumptions that frequent board meetings strengthen ESG oversight, finding a
negative link instead. By integrating both agency and resource dependence theories,
the study refines existing models and provides a clearer picture of how governance
structures drive ESG transparency in emerging markets. These insights offer a fresh
perspective for scholars, regulators, and corporate leaders aiming to enhance

sustainability performance through governance reforms;
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This dissertation refines understanding of the ESG—performance link by providing
robust empirical evidence from Chinese listed firms. Unlike earlier studies focused
on developed markets, it reveals that environmental, social, and governance factors
each have distinct and significant positive impacts on firm profitability. The research
highlights strong regional disparities, showing that ESG performance contributes
most to financial success in China’s western regions, while effects are weaker or
absent elsewhere. This regional focus distinguishes the study from prior research,
emphasizing the role of local institutional and market conditions. By disaggregating
ESG into its core components and confirming their financial value, the dissertation
advances ESG theory and offers practical insights for managers, investors, and
policymakers seeking to align sustainability with profitability in emerging market
contexts;
Acquired further development:

This dissertation advances the conceptual understanding of ESG and CSR by
developing an integrated framework that unites ESG’s quantifiable performance
metrics with CSR’s ethical and voluntary foundations. Unlike previous studies that
treated ESG and CSR as parallel or fragmented systems, this research systematically
bridges their operational and strategic dimensions, offering a cohesive model for
corporate sustainability management. The study introduces a refined classification
of CSR-ESG integration levels and highlights the practical governance pathways
required for effective alignment. It also reveals the critical role of authentic
leadership, cultural adaptation, and transparent governance in embedding ESG—CSR
integration into core business strategy. By synthesizing global and local
perspectives, the research provides a more holistic lens for assessing sustainability,
contributing both to theoretical development and to actionable insights for corporate

practitioners and policymakers.
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The practical significance of the obtained results. This dissertation provides
a comprehensive framework for advancing strategic CSR management in Chinese
listed firms, offering practical solutions to bridge the gap between CSR
commitments and actual business practices. By integrating governance structures,
operational processes, performance monitoring, and stakeholder engagement into a
unified model, the research delivers actionable guidance for embedding CSR deeply
into corporate strategy. This model enables firms to align CSR with business
objectives, ensuring that sustainability becomes a measurable and accountable
element of corporate performance.

The findings emphasize the pivotal role of governance—particularly board
composition, independent oversight, and dedicated CSR committees—in
strengthening CSR integration and execution. The research demonstrates that clear
accountability frameworks and structured internal controls are essential for
translating CSR principles into substantive actions, helping companies avoid
superficial or symbolic CSR engagement.

For corporate managers, the study provides practical tools for designing CSR
systems that enhance transparency, stakeholder trust, and long-term
competitiveness. It underscores the importance of linking CSR to key business
functions—such as risk management, innovation, and supply chain operations—to
unlock tangible business benefits. Investors gain valuable insights into assessing
CSR credibility, with governance quality highlighted as a reliable indicator of
genuine sustainability commitment.

From a regulatory perspective, the research offers recommendations to
policymakers on how to foster an institutional environment that supports authentic
CSR implementation. It highlights the need for robust disclosure requirements and

governance standards that promote consistency, comparability, and integrity in CSR
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reporting. These measures can enhance capital market transparency, reinforce
investor confidence, and drive responsible corporate behavior across sectors.

Additionally, the dissertation sheds light on the financial implications of
strategic CSR management. The model suggests that firms with well-integrated CSR
systems may benefit from improved access to financing, lower capital costs, and
enhanced market reputation, providing a competitive edge in both domestic and
global markets.

In a broader context, the research contributes to the ongoing evolution of CSR
practices in China, offering a scalable and adaptable framework that can guide firms,
investors, and regulators in advancing sustainability agendas. By promoting the
alignment of CSR with governance and strategy, this study supports the transition
toward more accountable, transparent, and socially responsible corporate behavior
in China’s rapidly changing economic landscape.

Personal contribution of the author. The research presented in this
dissertation was entirely conceived, designed, and executed by the author. The
author developed the conceptual framework, formulated the research questions, and
designed the methodology to investigate CSR and ESG dynamics within the Chinese
corporate context. All stages of the research process - including literature review,
theoretical model development, data collection, statistical analysis, and
interpretation - were carried out independently by the author.

The empirical analyses, including the construction and testing of advanced
econometric models, were performed solely by the author. The strategic CSR
management model proposed in the dissertation is the original work of the author,
combining theoretical insights with practical application. The conclusions and
recommendations are the result of the author’s critical reflection and synthesis of the
research findings. This dissertation demonstrates the author’s ability to undertake

and complete a substantial and original research project to doctoral standard.
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Approbation of dissertation results. The key findings and conceptual
contributions of this dissertation have been actively presented and discussed within
national and international academic forums. The research was first introduced at the
[T International Scientific-Practical Conference “Modern Challenges and Prospects
for Economic Development” (March 5, 2025, Kropyvnytskyi, Ukraine), where the
focus was on CSR disclosure and governance. It was further advanced at the X
International Scientific-Practical Conference “Accounting, Control, and Taxation in
the Context of Ukraine’s Post-War Recovery and Sustainable Development Goals”
(April 10-11, 2025, Kyiv, Ukraine), where methodological aspects of CSR strategy
were explored.

The research also gained international exposure at the II International
Scientific-Practical Conference “Scientific Strategies in the Context of Global
Challenges” (April 16, 2025, Warsaw, Poland), where its implications for corporate
governance and ESG-linked leadership were highlighted.

Additionally, the dissertation outcomes have been shared in internal university
seminars and faculty research meetings, allowing for critical peer feedback and
refinement of the study’s conclusions. This continuous engagement has ensured the
validity and relevance of the research within both scholarly and practical contexts.

Publications. The key findings and theoretical contributions of this dissertation
have been disseminated through 10 scholarly publications, underscoring the
comprehensive nature and academic rigor of the research. This includes one peer-
reviewed article published in an internationally indexed journal listed in Scopus,
reflecting the study’s alignment with global research standards and its relevance to
the international academic community.

Six articles have been published in reputable Ukrainian scientific journals,
contributing substantively to the national discourse on CSR, ESG governance, and

sustainable business practices. These publications articulate both conceptual
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advancements and empirical insights, reinforcing the dissertation’s dual focus on
theory and application.

In addition, the author has presented three conference papers at prominent
academic forums, ensuring the research reached a wide scholarly audience and
benefitted from critical peer engagement. Together, these publications illustrate a
sustained commitment to scholarly excellence and intellectual exchange, reinforcing
the research’s impact across multiple platforms. The breadth of dissemination
reflects not only methodological rigor but also a clear dedication to advancing
academic conversations on corporate sustainability in both local and international
contexts.

Structure and scope. This dissertation is structured to deliver a comprehensive
analysis of the strategic management of Corporate Social Responsibility (CSR),
ESG practices, and corporate governance in Chinese listed companies. It consists of
an introduction, three main chapters, a concluding section, and a detailed reference
list. The dissertation spans 226 pages in total, ensuring thorough coverage of both
theoretical and empirical dimensions.

The introduction outlines the research background, objectives, and
methodological approach. It defines the study’s relevance and provides the
conceptual framework that underpins the analysis.

The first chapter establishes the theoretical foundations, examining the core
concepts of CSR and ESG, the strategic management of CSR in the Chinese context,
and the links between CSR, governance, and financial outcomes. It integrates
typologies and models of CSR strategies to build a robust conceptual base.

The second chapter presents the empirical investigation, focusing on the
mechanisms of CSR implementation, the influence of governance and leadership
dynamics on ESG performance, and the broader impacts of CSR practices within

Chinese firms.
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The third chapter advances a comprehensive model of strategic CSR
management, synthesizing the study’s theoretical and empirical insights. It proposes
practical recommendations for embedding CSR within corporate governance
frameworks, ensuring transparency, accountability, and continuous improvement.

The dissertation includes 59 tables and 10 figures that support the analysis. The
reference list comprises 172 sources, reflecting extensive engagement with existing
literature. In total, the dissertation spans 226 pages, providing a structured and in-

depth contribution to the understanding of CSR and ESG management in China.
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CHAPTER 1. THEORETICAL FOUNDATIONS OF STRATEGIC
MANAGEMENT OF CSR, ESG, AND CORPORATE GOVERNANCE IN
CHINESE LISTED COMPANIES

1.1. From Ethics to Strategy: Conceptual Foundations of CSR and ESG

in Corporate Practice

In today’s corporate landscape, environmental, social, and governance (ESG)
standards and corporate social responsibility (CSR) have become central to how
firms define their purpose and measure success (Alkandi, 2025; Pasko, Zhang,
Proskurina, et al., 2024). While both concepts aim to align business operations with
societal and environmental goals, they have evolved from different origins, serve
distinct audiences, and operate under varying regulatory and market pressures. ESG
emerged primarily as an investment-driven framework, offering quantifiable metrics
to guide capital allocation and assess long-term risks. CSR, on the other hand,
developed as a broader ethical commitment, reflecting a firm’s voluntary
engagement with social and environmental issues beyond legal obligations.

Despite their separate roots, ESG and CSR increasingly intersect in practice
(Z.Liuetal., 2025; Pasko, Zhang, Markwei Martey, et al., 2024). Firms often deploy
both to strengthen stakeholder trust, improve reputation, and drive sustainable value
creation. Yet, the boundaries between them remain blurred. Without conceptual
clarity, companies risk fragmented strategies, investors face inconsistent signals, and
policymakers struggle to design effective frameworks.

This work addresses this gap by reframing ESG and CSR as integrated,
mutually reinforcing constructs. Drawing on a systematic review of the literature, it
clarifies the foundations of each concept, maps their overlapping domains, and

proposes pathways for strategic alignment. The goal is to provide scholars,
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practitioners, and regulators with a clearer understanding of how firms can navigate
the ESG—CSR nexus to achieve sustainable impact and competitive advantage.

Defining Corporate Social Responsibility (CSR). Corporate Social
Responsibility (CSR) refers to the practices and policies through which companies
take responsibility for their impact on society and the environment (Chan et al.,
2025; Pasko et al., 2022, 2023; Pasko, Kharchenko, et al., 2024; Ravi et al., 2025).
Its intellectual roots stretch back to the 1950s, when scholars like Howard Bowen
first asked whether corporations had obligations beyond making profits. Over the
decades, CSR has grown into a formalized concept, shaped by landmark frameworks
(Overesch & Willkomm, 2025; Pasko, Chen, et al., 2021; Pasko, Zhang, et al., 2021;
Yen & Chen, 2025). Archie Carroll’s CSR pyramid, for example, laid out four key
responsibilities: economic (profitability), legal (compliance), ethical (doing what is
right), and philanthropic (giving back). Edward Freeman’s stakeholder theory
further broadened the scope, arguing that companies must consider the needs and
rights of all stakeholders - including employees, customers, communities, and the
environment - not just shareholders (Hung, 2025; Y. Liu et al., 2025).

To clarify how corporate social responsibility (CSR) is conceptualized in both
academic literature and institutional frameworks, Table 1.1 presents a compilation
of key definitions drawn from diverse scholarly works and reports.

This table highlights the rich diversity of CSR interpretations, reflecting its
evolution from a voluntary, ethically driven concept to one increasingly shaped by
measurable business practices and stakeholder expectations. The inclusion of both
classic and recent definitions demonstrates the ongoing debate over CSR’s scope—
whether it should remain focused on ethical obligations or be integrated more fully
with financial performance and governance standards. This variety underlines the
importance of clear, unified terminology, especially when CSR is analyzed alongside

ESG frameworks in research and corporate practice.
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Table 1.1. Selected Definitions of Corporate Social Responsibility (CSR)

from Academic and Institutional Sources®

Source

Definition

(Sanusi & Kartini,
2022)

"Corporate Social Responsibility (CSR) is an improvement in the
quality of life which means the ability of humans as individual
community members to be able to respond to existing social
conditions, be able to enjoy and take advantage of the environment,
in other words, it is a way for companies to regulate business
processes to produce positive impacts on the environment" (Sanusi
& Kartini, 2022, p. 128)

(Amah, 2022)

"CSR has emerged as a crucial aspect of contemporary business
strategy, focusing on initiatives that benefit society alongside profit
maximisation" (Amah, 2022, p. 117)

(Sacconi, 2004)

"Corporate social responsibility (CSR) as an extended model of
corporate governance accounts for a voluntary approach to CSR,
meant as voluntary compliance with CSR strategic management
standards, in terms of an economic theory of self-regulation based
on the concepts of social contract, reputation and reciprocal
conformism" (Sacconi, 2004, p. 5)

(Lougee &
Wallace, 2008)

"CSR refers to corporate investments in socially responsible
behavior that may influence financial performance and shareholder
value" (Lougee & Wallace, 2008, p. 21)

Zuchowski, I. | "CSR 2.0 assumes, among other things, the use of social media in

(2022) CSR practices, which enables companies to communicate their
socially responsible activities more effectively”" (Zuchowski, I.
(2022), p. 165)

United  Nations. | "Corporate social responsibility (CSR) is a concept which has

(2014). many interpretations and typically has economic, social and

environmental dimensions" (United Nations. (2014)., p. 11)

(Jaysawal & Saha,
2015)

"CSR refers to the obligations of businessmen to pursue those
policies to make those decisions or to follow those lines of relations
which are desirable in terms of the objectives and values of our
society" (Jaysawal & Saha, 2015, p. 3)

(Helmold, 2021)

"The term Corporate Social Responsibility (CSR) was used in
1953 by Howard R. Bowen and stands for the social responsibility
of companies, emphasizing their impact on the lives of ordinary
citizens."

(Helmold, 2021, p. 212)

* Note: Table compiled by the author based on a systematic literature review of academic and institutional

sources on Corporate Social Responsibility (CSR).
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Historically, CSR was framed as a voluntary commitment. Firms engaged in
charitable donations, environmental projects, or ethical supply chain management as
a sign of moral leadership. These efforts were often separate from core business
strategy, treated as add-ons rather than integrated elements of competitive advantage
(W. Li et al., 2025; Rahman et al., 2025). Yet over time, this boundary has blurred.
Governments, international organizations, and industry groups have developed
CSR-related standards, guidelines, and even mandatory disclosure rules. As a result,
CSR today exists in a hybrid space: part voluntary, part regulated, and increasingly
subject to scrutiny by investors, consumers, and policymakers.

Critically, CSR focuses on process and intention as much as outcome. It is less
about measurable financial returns and more about demonstrating commitment,
reputation, and ethical alignment. This focus has led some critics to accuse firms of
“window dressing” or symbolic compliance, while others defend CSR as a necessary
expression of corporate citizenship in a complex global society.

Defining Environmental, Social, and Governance (ESG). Environmental,
Social, and Governance (ESG) emerged from a different pathway. Born out of the
investment community, ESG provides a structured, data-driven way to assess how
companies manage non-financial risks and opportunities (Dou et al., 2025; Z. Liu et
al., 2025). ESG metrics allow investors to evaluate whether firms are resilient,
forward-looking, and well-positioned to navigate challenges like climate change,
labor rights, or governance failures (J. Li & Liu, 2025; Ragazou et al., 2024). Unlike
CSR, which emphasizes ethical responsibility, ESG focuses on quantifiable
performance indicators tied to material financial outcomes.

To complement the exploration of CSR, Table 1.2. compiles a selection of
ESG definitions sourced from contemporary academic publications.

This table demonstrates how ESG has evolved into a multifaceted framework

that encompasses environmental protection, social responsibility, and governance
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standards. The collected definitions reflect both theoretical and practical
perspectives, highlighting ESG’s growing role as a global benchmark for
sustainability performance and risk management.

Table 1.2. Key Definitions of Environmental, Social, and Governance

(ESG) from Recent Literature*

Source Definition

"Environmental, social and governance (ESG) is an important
standard for the green transformation of enterprises in the new era
and is also an important tool for guiding green investment"
(Huang, 2024, p. 75)

"Environmental, Social and Governance (ESG) refers to the
aspects of environmental protection, social responsibility and good
governance that enterprises should consider in the course of their
operations" (Zhang, 2023, p. 113)

"ESG (Environmental, Social, and Governance) is a set of
standards used to measure a company's performance in

1 (Huang, 2024)

2 (Zhang, 2023)

3 (Zhao, 2024) environmental protection, social responsibility, and governance
structure" (Zhao, 2024, p. 19)

"The stakeholder theory is widely used in research from previous

4 (Fuadah et al., studies on ESG, defining it as the integration of environmental,

2023) social, and governance concerns into business operations and

decision-making processes" (Fuadah et al., 2023, p. 89)

"The concept of ESG (Environmental, Social, and Governance)
5 (J. Chen, 2024) | has become a crucial framework for corporate strategies and
investment decisions globally" (Chen, 2024, p. 44)
"Environmental, Social, and Governance (ESG) has become a
(Ginting & rapidly growing instrument worldwide, driven by commitments to

6 Oginawati, 2024) | enhance environmentally sustainable economic growth" (Ginting
& Oginawati, 2024, p. 52)
"The term ESG, which stands for Environmental, Social and
7 (Pauzuolien¢ & | Governance, has gained significant traction in the business world,

Derkach, 2024) | reflecting a company’s awareness of its impact on society and the
environment" (Pauzuoliene & Derkach, 2024, p. 103)
"Environmental, social, and governance (ESG) measurement in the
tourism and hospitality industry remains in its infancy, particularly
missing a developing country’s perspective" (Lin et al., 2024, p.
156)

* - Table compiled by the author based on recent definitions of ESG from academic and institutional

8 (Lin et al., 2024)

literature.
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Notably, the variety of emphases—ranging from stakeholder integration to
corporate strategy alignment—underscores the dynamic nature of ESG discourse.
This reinforces the need for clarity and consistency when ESG frameworks are
applied in business and research contexts.

The environmental component covers issues such as greenhouse gas
emissions, resource efficiency, pollution control, and climate strategy. The social
component addresses labor practices, diversity and inclusion, human rights,
customer safety, and community engagement. The governance component focuses
on board composition, executive pay, audit quality, shareholder rights, and
transparency. Each dimension is rated, scored, and benchmarked through specialized
agencies and rating systems, such as MSCI, Sustainalytics, or Bloomberg ESG.

Importantly, ESG has transformed from a niche investment screen into a
mainstream financial tool. Institutional investors, asset managers, and regulatory
bodies now routinely integrate ESG analysis into capital allocation decisions (Y.
Chen et al., 2025; Sun & Xiong, 2025). For firms, ESG performance directly affects
access to financing, investor confidence, and market reputation. This shift has raised
the stakes: ESG is no longer a public relations exercise, but a measurable standard
tied to long-term business viability.

Moreover, ESG frameworks are often aligned with global sustainability goals,
such as the UN Sustainable Development Goals (SDGs) or the Paris Agreement on
climate change (Lee et al., 2025; Y. Liu et al., 2025). This alignment signals a deeper
shift in how markets define value - moving beyond pure financial metrics to include
social and environmental dimensions.

Despite these advances, ESG is not without criticism. Concerns include
inconsistent definitions, variable data quality, and the risk of “greenwashing” —

where firms exaggerate or misrepresent their ESG achievements. Still, ESG’s
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emphasis on transparency, accountability, and comparability marks a significant
departure from the less formal, more narrative-driven nature of traditional CSR.

Overlaps and Differences between ESG and CSR. While ESG and CSR
share a common goal - aligning business practices with societal and environmental
interests - they differ in origins, scope, purpose, and measurement. Understanding
these differences is essential for scholars, practitioners, and policymakers who aim
to design integrated strategies.

At a high level, CSR is an ethical and voluntary framework focused on a
company’s responsibility to society. It includes activities like philanthropy,
community engagement, and ethical labor practices. ESG, by contrast, is a financial
and performance-driven framework that uses measurable indicators to assess how
environmental, social, and governance factors affect a firm’s risk profile and long-
term value.

The following table summarizes key points of comparison (Table 1.3).

Table 1. 3. ESG vs. CSR: Conceptual and Operational Comparison®

Dimension CSR ESG
Origin Ethical theqry, ‘stakeholder Financial sector, investment risk and
obligations performance
Focus Yoluntary social gnd Measurable environmen.tal, social, and
environmental commitments governance risks
Main Broad stakeholders: community,
. . Investors, asset managers, regulators
Audience employees, public
Accountabilit Self-reported, often narrative- Data-driven, rating agencies, quantitative
y driven metrics
Purpose Ethical alignme‘ng reputcation, Risk management, value creation, capital
corporate citizenship access
Regulatory Historically voluntary, some Increasingly embedded in regulatory and
Status increasing formalization reporting frameworks
e Risk of symbolic action ('window Risk of inconsistent metrics,
Criticism . )
dressing') greenwashing

* _ Tuble compiled by the author based on comparative analysis of academic literature on CSR and ESG

frameworks.
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While ESG and CSR often overlap, there are clear cases where the two diverge
in focus, purpose, and outcomes, underscoring the need to understand their distinct
roles in corporate practice. While ESG and CSR are often viewed as complementary,
real-world examples show that they can diverge in both implementation and impact.
A company may excel in ESG performance by meeting rigorous governance
standards and providing transparent disclosures, yet show limited engagement in
community development or social initiatives. Conversely, some firms emphasize
CSR through high-profile philanthropy and community projects but fail to meet
robust environmental or governance benchmarks. For instance, Rio Tinto, a global
mining corporation, has invested significantly in local education and health
programs in host communities (CSR), yet has faced criticism and legal challenges
over environmental violations and governance failures related to mining operations
(ESG). The financial sector presents a similar pattern: banks may score well on
governance criteria under ESG assessments but attract scrutiny for their limited
grassroots social involvement, revealing a disconnect between formal compliance
and deeper social responsibility.

In some cases, ESG and CSR are so closely aligned that they become virtually
inseparable within corporate strategy. Companies that embed sustainability into their
core business—rather than treating it as an add-on—often achieve this integration.
For example, Patagonia, the outdoor apparel company, has built its brand around
environmental responsibility by using recycled materials, reducing carbon
emissions, and ensuring ethical labor practices across its supply chain. These actions
satisfy ESG criteria through measurable environmental and social performance
while simultaneously fulfilling broader CSR commitments to environmental
stewardship and community welfare. Firms that take this comprehensive approach
strengthen both their accountability and their reputation, fostering lasting trust with

investors, customers, employees, and regulators alike.
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The following table 1.4 illustrates how ESG and CSR can be integrated in
practice across key operational areas. It presents concrete examples of actions that
simultaneously address ESG performance metrics and contribute to broader CSR
objectives.

These examples demonstrate that successful ESG—CSR integration requires
action across multiple dimensions - from environmental performance and risk
management to community engagement and governance practices. By aligning ESG
metrics with CSR objectives, firms can create a cohesive sustainability strategy that
delivers measurable impact and builds lasting stakeholder trust.

Table 1.4. Examples of ESG—CSR Integration in Corporate Practice*

AFr(fju(;f Example Action ESG Dimension CSR Contribution
Carbon Setting science-based CO: reduction Environmental Demonstrating ethical
Emissions targets and disclosing progress in performance, commitment to
annual reports transparency climate action
Supply . . .
Chain Auditing suppliers for labor practices .Socwl and . Supporting falr. labor
. . environmental risk and responsible
Managemen and environmental impact .
¢ management sourcing
Board Establishing policies for gender and | Governance structure, | Promoting inclusion
Diversity minority representation on boards accountability and equal opportunity
. Partnering with local NGOs to o Building trust and
Community . . Social impact, oS
deliver education, health, or ; contributing to local
Engagement . stakeholder relations .
infrastructure programs well-being
. . : Envi 1 Aligni i
Sustainable | Investing in green technologies and | . nvironmenta 1ning busme;ss
. . innovation, long-term | strategy with societal
Innovation sustainable product development .
value creation needs

* - Table compiled by the author based on synthesized examples from academic and practitioner literature
illustrating ESG—CSR integration.

To further clarify the conceptual relationship between ESG and CSR, Figure
1 provides a visual representation of their key distinctions and areas of overlap. This
diagram helps illustrate how the two frameworks differ in focus and scope, while

also highlighting the shared goals that can drive integrated strategies.
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CSR Overlap: ESG
- Ethics - Sustainability goals - Metrics
- Voluntary - Reputation - Financial relevance
- Stakeholder focus - Risk management - Investor focus

Figure 1.1. Conceptual Overlap and Difterences Between CSR and ESG*

* - Figure designed by the author based on comparative analysis of CSR and ESG concepts in academic

literature.

As shown in the figure, ESG emphasizes quantifiable metrics, financial
materiality, and investor-oriented performance, whereas CSR centers on ethical
commitments, voluntary initiatives, and broader stakeholder engagement. The
overlap underscores common ground in sustainability goals, reputation
management, and risk mitigation—areas where firms can effectively bridge both
approaches to achieve stronger, more resilient outcomes.

To deepen the analysis of how ESG and CSR function both independently and
in tandem, Table 1.5 presents a detailed comparison across strategic, operational,
and financial dimensions. This table breaks down the distinct roles each framework
plays, highlighting their interdependencies and the tensions that can arise when they

are not effectively integrated.
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Table 1.5. Advanced Analytical Comparison of CSR and ESG Across

Strategic, Operational, and Financial Dimensions*

Dimension CSR Role ESG Role Interdependence /
Tension
. ‘Def"mes cthical Sets measurable Without integration, CSR
Strategic direction, corporate . - . . .
sustainability goals, aligns risks being vague; ESG
Intent purpose, stakeholder c . . >
s with investor expectations risks being narrow
legitimacy
. Shapes corporate Formalizes reporting, risk CSR informs ESG
Operational culture, employee ] .
: . ; management, governance frameworks; ESG gives
Practices behavior, social -
mechanisms teeth to CSR values
engagement
Measurement Relies on narratives, Relies on quantitative data, CSR enhances meaning;
and qualitative stories, benchmarks, third-party ESG ensures rigor and
Accountability symbolic acts ratings comparability
Financial Bull.ds reputation, social Affects cost of capital, Jointly drive sustainable
license to operate, investor flows, market .
Impact . . competitive advantage
community trust valuation
Historically voluntary, Increasingly embedded in Joint compliance
Regulatory . . o
; now partly shaped by formal disclosure regimes strengthens resilience and
Environment ..
soft and hard law (EU taxonomy, SEC rules) legitimacy

* - Table compiled by the author based on analytical synthesis of scholarly literature comparing CSR and
ESG across strategic, operational, and regulatory dimensions.

As shown, CSR shapes a company’s ethical direction and stakeholder

legitimacy, while ESG formalizes sustainability through measurable goals and
structured governance. Together, they influence every layer of corporate practice -
from culture and reporting to financial performance and regulatory compliance. The
table also underscores how integration strengthens both resilience and legitimacy,
offering firms a clear path to sustainable competitive advantage.

This comparative analysis confirms that neither ESG nor CSR alone is
sufficient to address the full scope of modern sustainability challenges. Instead, it is
the alignment between ethical commitments and quantifiable performance that
enables firms to meet rising expectations and deliver lasting impact.

To further illustrate the integration of ESG and CSR within corporate

structures, Figure 1.2 maps their dynamic interplay across three key layers: strategic,
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operational, and financial. This visual helps clarify how each framework contributes
at different levels of business management and how their alignment strengthens

overall sustainability efforts.

Strategic Layer
CSR: Ethical direction, stakeholder legitimacy

ESG: Measurable goals, investor alignment

Operational Layer
CSR: Culture, ethics, social practices

ESG: Reporting, risk, governance

Financial Layer
CSR: Reputation, social license

ESG: Cost of capital, market valuation

Figure 1.2. Dynamic Interplay Between CSR and ESG Across

Corporate Layers*

* - Figure designed by the author based on literature-based analysis of CSR and ESG functions across
strategic, operational, and financial corporate layers.

As depicted, the strategic layer focuses on defining a company’s direction and
purpose—where CSR ensures ethical grounding and stakeholder legitimacy, while
ESG sets measurable goals aligned with investor expectations. The operational layer
emphasizes implementation, with CSR shaping culture and social practices, and
ESG guiding risk management and governance. Finally, the financial layer shows
how CSR builds reputation and social license, while ESG directly impacts cost of

capital and market valuation.
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This layered approach underscores that ESG and CSR are not standalone
concepts but interconnected elements that must work in harmony to drive sustainable
corporate success. Firms that integrate these dimensions across all levels are better
equipped to manage risks, meet stakeholder demands, and achieve long-term
resilience.

Therefore, the integration of ESG and CSR 1is not just a theoretical exercise;
it offers firms a path to build resilience, strengthen stakeholder relationships, and
create sustainable competitive advantage. While ESG and CSR have historically
been treated as parallel or even separate tracks, leading companies increasingly
combine them into unified strategies that align ethical commitments with measurable
outcomes.

One key area of intersection is strategy formulation. Firms that integrate ESG
and CSR align corporate mission, vision, and values with concrete goals, ensuring
that sustainability is embedded into core business decisions. For example, companies
may set carbon reduction targets (ESG) while simultaneously engaging communities
affected by their operations (CSR). This alignment creates synergies, where
reputational gains reinforce financial performance, and vice versa.

Operational practices offer another intersection point. Firms that combine
ESG and CSR adopt sustainability across supply chains, product design, employee
practices, and governance processes. For instance, sourcing materials responsibly
addresses both ESG metrics and CSR expectations. Similarly, improving board
diversity enhances governance ratings while advancing social responsibility goals.

Investor relations and reporting provide a third area of integration. Firms that
align ESG disclosures with CSR narratives present a coherent message to
stakeholders, reducing the risk of inconsistency or reputational gaps. This integrated
approach strengthens credibility with investors, regulators, employees, and

customers. Yet integration is not automatic. It requires deliberate efforts to align
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metrics, reporting systems, incentives, and organizational culture. Without careful
design, firms risk creating fragmented efforts where ESG performance and CSR
initiatives run on separate tracks, leading to inefficiency or even conflicting
messages.

This study reframes ESG and CSR as complementary frameworks that, when
integrated, enhance both corporate responsibility and financial performance. The
findings emphasize that while ESG and CSR stem from distinct origins—
investment-driven metrics versus ethical commitments—they increasingly converge
in practice. Firms that treat them as separate risk inefficiencies, fragmented
strategies, and missed opportunities for creating sustainable value.

The analysis confirms that ESG provides the measurable backbone of
sustainability, while CSR deepens stakeholder trust and reinforces ethical
legitimacy. Companies that align the two not only meet regulatory and investor
expectations but also strengthen their social license to operate. This dual approach
builds resilience, enhances reputation, and creates a competitive edge in markets that
increasingly reward sustainability.

The study also highlights critical challenges. Integration requires more than
aligning metrics; it demands cultural shifts, robust governance, and authentic
commitment. Without these, firms may fall into the trap of symbolic compliance—
either inflating ESG ratings without substantive change or relying on CSR narratives
that mask underlying risks. To avoid this, companies should ensure that ESG
disclosures and CSR initiatives are mutually reinforcing, transparent, and tied to core
strategy.

For investors and regulators, the results underscore the need for clearer
standards that bridge ESG metrics with CSR principles. Harmonized reporting
frameworks would reduce inconsistencies and help stakeholders assess both risk and

ethical performance with greater confidence.
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This discussion points to a broader implication: sustainable business success
depends on breaking down silos between performance and purpose. ESG and CSR,
when properly integrated, provide the roadmap for firms to deliver measurable
impact while staying true to their ethical foundations. Future research should
continue exploring best practices for integration, particularly across industries and
cultural contexts, to deepen understanding of how firms can achieve long-term
sustainability.

The primary goal of this subchapter was to clarify the conceptual foundations
of ESG and CSR, explore their overlapping domains, and propose strategies for
effective integration. By reframing these frameworks as interconnected rather than
separate, the study aimed to provide clearer guidance for companies, investors, and
policymakers navigating the growing complexity of corporate sustainability.

The findings confirm that ESG and CSR, despite their distinct roots, are most
effective when treated as complementary. ESG offers the structure and measurable
indicators needed for transparency and accountability, while CSR reinforces ethical
intent and deepens stakeholder relationships. Firms that successfully align these
dimensions can unlock synergies that enhance resilience, reputation, and long-term
value creation.

However, the study also underscores key challenges. Integration is not merely
a matter of reporting; it requires a cultural shift within organizations, a commitment
to genuine action, and alignment between strategy and operations. Without this
depth, companies risk falling into superficial practices that satisfy formal
requirements but fail to deliver meaningful impact.

For practitioners, the study highlights practical pathways for embedding ESG
and CSR into corporate DNA—from aligning governance processes and stakeholder

engagement to developing integrated reporting frameworks. For regulators, it
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underscores the importance of creating harmonized standards that bridge financial
performance with broader social and environmental accountability.

Future research should deepen understanding of sector-specific dynamics, as
integration strategies may differ across industries with varying regulatory landscapes
and stakeholder expectations. Longitudinal studies could also examine the long-term
financial and reputational outcomes of integrated ESG—CSR strategies. Additionally,
more work is needed to develop robust measurement tools that capture both
qualitative and quantitative aspects of sustainable performance.

In conclusion, this study affirms that bridging ESG and CSR is not just a trend
but a strategic imperative. Firms that embrace this integrated approach are better
positioned to meet rising expectations, manage risks, and contribute meaningfully to

sustainable development.

1.2. CSR Strategies in Chinese Industry: Patterns, Practices, and

Performance Implications

Corporate Social Responsibility (CSR) has become an essential part of business
strategy worldwide. In China, CSR adoption has gained momentum, driven by
regulatory frameworks, stakeholder expectations, and market competition. However,
CSR practices vary significantly across industries and firms. Some companies
integrate CSR comprehensively, while others adopt minimal efforts, focusing only
on legal compliance. Understanding these variations is crucial for both scholars and
practitioners.

This study examines CSR adoption patterns in China's manufacturing sector,
identifying distinct clusters of firms based on their engagement levels. It builds on
existing CSR research by developing an empirical typology that classifies companies

according to their CSR priorities. The findings provide insights into how different
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CSR strategies impact financial performance, operational efficiency, corporate
reputation, and supplier relationships.

Previous research has explored the relationship between CSR and firm
performance, but results remain inconclusive (Agan et al., 2016; David et al., 2024;
Figueira et al., 2023; Lau et al., 2023; H. Liu & Lee, 2024; Nguyen et al., 2023;
Pasko et al., 2024; Pasko, Zhang, Oriekhova, Hordiyenko, et al., 2023; Zhang et al.,
2024). Some studies suggest that CSR enhances profitability, improves risk
management, and strengthens brand reputation (Attig et al., 2016; Li et al., 2023).
Others argue that CSR imposes additional costs without clear financial benefits
(Tajpour et al., 2023). These mixed findings highlight the need for a more nuanced
understanding of CSR engagement (Dawar & Bhatia, 2023). A typology-based
approach helps clarify these complexities by identifying patterns in CSR adoption
and their implications for business performance.

China presents a unique context for studying CSR. As one of the world’s largest
manufacturing hubs, it faces growing pressure to improve corporate sustainability.
Government policies, environmental concerns, and global supply chain expectations
shape CSR practices. However, CSR engagement remains inconsistent, with firms
adopting different approaches based on ownership structures, industry
characteristics, and competitive pressures.

This study categorizes firms into three CSR clusters: CSR Exemplars, CSR
Developers, and CSR Minimalists. CSR Exemplars demonstrate strong commitment
across multiple CSR dimensions, balancing ethical governance, environmental
responsibility, and stakeholder engagement. CSR Developers invest selectively in
CSR, focusing on employees, customers, and suppliers, while placing less emphasis
on environmental management and investor rights. CSR Minimalists engage in CSR
at the lowest level, prioritizing only basic compliance with labor and environmental

regulations.
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The study contributes to CSR research in several ways. First, it provides an
empirical framework for classifying CSR adoption patterns in China. Second, it
examines the relationship between CSR engagement and firm performance across
financial, operational, and reputational metrics. Third, it offers practical insights for
policymakers and business leaders seeking to promote sustainable corporate
practices.

By identifying key CSR adoption patterns and their impact on business
outcomes, this study enhances our understanding of CSR dynamics in China. The
findings offer valuable insights for companies looking to optimize their CSR
strategies while balancing economic and social responsibilities.

The Need for a CSR typology. Corporate Social Responsibility (CSR) is a
multidimensional concept that extends beyond regulatory compliance. It includes
environmental sustainability, employee welfare, community engagement, and
ethical governance (Buch Thu, 2024a; Dawar & Bhatia, 2023; Figueira et al., 2023b;
Li et al., 2023b; C. Liu et al., 2019; Lu & Abeysekera, 2014; Pasko et al., 2024;
Pasko, Zhang, Oriekhova, Aleksanyan, et al., 2023; Pasko, Zhang, Oriekhova,
Gerasymenko, et al., 2023). While some firms integrate CSR into their core
strategies, others limit their efforts to legal obligations. These differences create
significant variations in how companies approach social responsibility, making it
essential to classify and analyze CSR practices systematically (Li et al., 2023; Pasko,
Zhang, Oriekhova, Hordiyenko, et al., 2023).

A structured typology of CSR helps identify patterns of corporate engagement
and their impact on business performance (Abu Khalaf, 2024a; Ko et al., 2020;
Pasko et al., 2022; Shu et al., 2024). Firms that actively invest in CSR often gain
competitive advantages, such as enhanced reputation, stronger stakeholder
relationships, and improved financial resilience (Lyu et al., 2023). In contrast,

companies that adopt a minimal approach may struggle with regulatory risks and
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reputational challenges. By categorizing CSR strategies, researchers and
practitioners can better understand how different models contribute to long-term
corporate sustainability (Mura et al., 2024).

Policymakers, investors, and business leaders require clear frameworks to assess
and encourage responsible corporate behavior (Buch Thu, 2024a; Hluszko et al.,
2024; Madhura et al., 2024; Shu et al., 2024). A well-defined CSR typology provides
insights into industry-specific trends and helps guide regulatory policies, investment
decisions, and corporate governance strategies. As CSR expectations continue to
evolve, a comprehensive classification system enables businesses to align their
practices with global standards while maintaining economic viability.

Data Collection. The dataset was compiled from multiple sources, including
company annual reports, sustainability reports, financial statements, and regulatory
filings. Additional data were retrieved from official databases such as the China
Securities Regulatory Commission (CSRC) archives, the National Enterprise Credit
Information Publicity System, and industry-specific registries. The sample includes
firms from key manufacturing sectors - automotive, textile, electronics, and
pharmaceuticals - chosen for their varying levels of CSR commitment and regulatory
exposure.

CSR Classification Framework. A structured framework was developed to
categorize CSR engagement. CSR activities were classified into six dimensions:
environmental sustainability, employee rights, corporate governance, community
engagement, responsible supply chain practices, and ethical business conduct. Each
dimension was assessed using quantifiable indicators such as carbon emissions
disclosures, employee welfare expenditures, compliance with labor regulations, and
community investment. A scoring system was applied to rank firms based on their

level of CSR integration.
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Analytical Methods. To identify CSR engagement patterns, hierarchical and
non-hierarchical clustering techniques were applied to the dataset. Principal
Component Analysis (PCA) was used to reduce dimensionality and identify the most
influential CSR factors. K-means clustering then grouped firms into three categories
based on CSR intensity: CSR Leaders (high engagement across all dimensions),
CSR Pragmatists (selective engagement in compliance-driven CSR), and CSR
Minimalists (basic regulatory adherence). Statistical validation tests ensured
robustness of the classification.

Reliability and Validity Measures. To enhance reliability, cross-validation
techniques were used by splitting the dataset into training and validation sets.
Sensitivity analyses were performed to confirm that the classification remained
stable across different industry sectors. Further, regression analysis examined the
correlation between CSR adoption patterns and financial performance, ensuring that
CSR engagement was linked to measurable business outcomes.

This methodologically rigorous approach offers a structured, replicable
taxonomy of CSR in China, providing a foundation for further research and policy
recommendations.

This section presents the empirical results derived from the cluster analysis of
CSR practices among Chinese manufacturing firms. Drawing on the structured
framework and validated statistical techniques, the analysis reveals three distinct
clusters of CSR engagement: CSR Leaders, CSR Developers, and CSR Minimalists.

Table 1.6 summarizes the normalized engagement scores across six major CSR
dimensions: environmental sustainability, employee rights, corporate governance,
community engagement, responsible supply chain, and ethical business conduct. The
data clearly show that CSR Leaders consistently outperform the other two clusters

across all measured categories. Their scores are particularly high in areas such as
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ethical business conduct (90.6) and employee rights (91.2), reflecting a broad and
deep commitment to responsible practices.

Table 1.6. CSR Engagement Scores Across Key Dimensions*

CSR Leaders | CSR Developers Min(i:rililis .
CSR Dimension (High (Moderate (Low
Engagement) Engagement) Engagement)
Environmental Sustainability 89.5 72.8 58.4
Employee Rights 91.2 80.3 65.7
Corporate Governance 88.7 75.6 60.3
Community Engagement 82.1 60.7 50.5
Responsible Supply Chain 79.4 68.2 559
Ethical Business Conduct 90.6 74.1 61.2

* - Table compiled by the author based on original cluster analysis of CSR engagement levels
among Chinese listed companies.

The values in the table represent CSR engagement scores on a normalized scale from 0 to 100,
where: - 100 indicates maximum engagement in a given CSR dimension; - 0 represents no
engagement.

CSR Developers demonstrate moderate levels of engagement, with strengths
concentrated in employee-focused practices (80.3) and community engagement
(60.7), yet their performance in environmental sustainability and governance
remains less robust. Meanwhile, CSR Minimalists show the weakest engagement
levels overall, maintaining only basic compliance, with scores hovering just above
the minimum thresholds across all dimensions.

Table 1.7 further outlines the qualitative differences in CSR approaches across
the clusters. CSR Leaders integrate comprehensive environmental policies, robust
governance standards, and long-term stakeholder engagement, positioning CSR as a
central element of business strategy. CSR Developers apply a more selective,
compliance-driven approach, balancing cost efficiency with moderate ethical and
social initiatives. In contrast, CSR Minimalists focus narrowly on meeting legal

requirements, with minimal proactive efforts in sustainability or ethics.




47

Table 1.7. Corporate Social Responsibility (CSR) Typology Framework*

. . CSR Leaders (High CSR Pragmatists (Moderate CSR Minimalists (Low
CSR Dimension
Engagement) Engagement) Engagement)
Comprehensive Selective investment in Basic compliance with
Environmental | environmental policies, strong | environmental measures, with | environmental laws, with
Sustainability emission control, and moderate adherence to minimal proactive
sustainability initiatives. regulatory requirements. sustainability efforts.
Extenswe employee benefits, Competitive wages and Limited employee benefits,
Employee fair wages, career workplace safety standards, . .
. meeting only the minimum
Rights development programs, and but fewer employee .
labor law requirements.
strong workplace safety. development programs.
Strict adherence to Compliance-driven Low levels of corporate
governance best practices, governance policies with governance transparency,
Corporate . .
transparency, and moderate levels of with minimal
Governance e .. o
accountability in decision- transparency and accountability
making. accountability. mechanisms.
Active participation in . . Minimal community
. . Occasional community .
Community community welfare, . engagement, with CSR
. . . engagement activities, often .
Engagement philanthropic activities, and . efforts largely for public
L driven by regulatory pressure. .
long-term social investments. relations purposes.
Sustainable supplier Focus on cost efficiency in Transactional supplier
Responsible management with ethical supply chain management with relationships with little
Supply Chain sourcing and long-term limited ethical sourcing emphasis on sustainability

partnerships.

initiatives.

or ethics.

Ethical Business
Conduct

High ethical standards, strict
anti-corruption policies, and
compliance with international
CSR norms.

Moderate ethical policies,
focusing on regulatory
compliance rather than

proactive ethical leadership.

Basic legal compliance,
with limited commitment
to corporate ethics beyond

regulations.

* - Table compiled by the author based on qualitative analysis of CSR strategy typologies identified through

cluster profiling of corporate practices.

Therefore, this study analyses CSR adoption in China’s manufacturing sector

1dentified three distinct clusters:

1. CSR Exemplars — These firms demonstrate high engagement in CSR across

multiple dimensions.

They prioritize ethical

codes,

environmental

management, and stakeholder interests. Their commitment results in strong

financial, operational, and reputational performance.

2. CSR Developers — These companies adopt CSR selectively, focusing

primarily on employees, customers, and supply chain relationships. They
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invest less in environmental initiatives and investor rights. Although their
CSR strategies are still evolving, they achieve moderate business benefits.

3. CSR Minimalists — These firms engage in CSR at the lowest level, focusing
mainly on compliance with basic labor and environmental regulations. Their
limited CSR adoption correlates with weaker financial and reputational
outcomes.

These patterns are reinforced in the cluster distribution analysis (see Figure 1.3),
which visualizes the spread of firms across the three CSR types. The analysis reveals
that larger firms in competitive markets are more likely to fall into the CSR Leaders
category, while smaller or less competitive firms tend to cluster as CSR Minimalists.

It shows the proportion of companies classified as CSR Leaders, CSR
Developers, and CSR Minimalists based on their engagement scores. The figure
highlights the dominance of CSR Developers in the sample, followed by CSR
Minimalists and a smaller share of CSR Leaders. This visual helps clarify how firms
are spread across the typology and underscores the variation in CSR commitment
levels across China’s manufacturing sector.

Figure 1.4 presents the average CSR engagement scores across the six key
dimensions for each cluster. The figure clearly contrasts the strengths and
weaknesses of each group. CSR Leaders consistently achieve the highest scores in
all categories, especially in ethical business conduct and employee rights. CSR
Developers show moderate performance, particularly in human capital areas, while
CSR Minimalists lag behind across most dimensions. This figure provides a clear

visual summary of how CSR priorities differ across the three clusters.
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Thus, key findings of the paper are as follows:

o Firms with a strong CSR focus (CSR Exemplars) outperform others in
financial returns, operational efficiency, and corporate reputation.

« CSR Developers achieve moderate success by emphasizing human capital and
supply chain management.

« CSR Minimalists face challenges due to weak stakeholder engagement and
lower sustainability investments.

« Government policies and industry characteristics influence CSR adoption
patterns, with larger firms in competitive markets more likely to invest in
comprehensive CSR programs.

These findings provide valuable insights into the practical applications of CSR
strategies in China. By categorizing firms into distinct CSR engagement types,
businesses can assess their position and identify areas for improvement. Companies
aiming for long-term sustainability should consider moving towards the CSR
Leaders category by integrating ethical governance, environmental responsibility,
and stakeholder engagement. Understanding these typologies also helps firms
benchmark against industry standards and develop more structured CSR policies.

The results have broad applications across multiple domains. Policymakers can
use this typology to shape regulatory frameworks that encourage responsible
corporate behavior, ensuring that businesses contribute positively to environmental
and social goals. Investors can apply these insights to assess company risks and
opportunities, prioritizing firms with strong CSR commitments that demonstrate
resilience and long-term profitability. Additionally, global supply chain managers
can use this classification to ensure ethical sourcing and compliance when engaging
with Chinese manufacturers.

For business leaders and strategists, these findings highlight the competitive

advantages of a robust CSR strategy. Companies that integrate CSR holistically not
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only enhance their reputation but also improve financial and operational
performance. Organizations that currently fall into the CSR Developers or CSR
Minimalists categories can leverage this research to build stronger CSR
commitments, leading to better stakeholder relationships and reduced regulatory
risks. As global sustainability expectations rise, firms that proactively engage in CSR
will secure a more stable and respected position in the international business
landscape. Chinese companies must recognize the strategic value of CSR beyond
regulatory compliance. Investing in ethical governance, environmental protection,
and social initiatives enhances long-term business sustainability. Companies
operating in global markets should align their CSR strategies with international
standards to maintain competitive advantage.

The findings of this study highlight significant differences in how firms in China
approach CSR. The classification into CSR Leaders, CSR Developers, and CSR
Minimalists provides a clear framework for understanding corporate engagement in
sustainability, ethical governance, and stakeholder relations. The results confirm that
firms with high CSR involvement tend to achieve stronger financial, operational,
and reputational performance. This reinforces the argument that CSR, when
integrated strategically, can serve as a competitive advantage rather than a financial
burden.

A key insight from this study is that CSR engagement is influenced by a firm’s
market environment, ownership structure, and industry characteristics. CSR
Leaders, typically large firms in highly competitive industries, demonstrate a
comprehensive approach to CSR, balancing social responsibility with business
strategy. In contrast, CSR Developers focus on selective CSR initiatives that align
with their business priorities, often emphasizing employee rights and supply chain
ethics. Meanwhile, CSR Minimalists remain reactive, engaging in CSR primarily to

meet regulatory requirements rather than as a proactive strategy.
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Another important finding is the role of external pressures in shaping CSR
practices. Government policies, international supply chain demands, and consumer
expectations all contribute to how firms prioritize CSR. Companies that engage
deeply in CSR are often more resilient to regulatory changes and reputational risks,
while those with minimal CSR involvement may face long-term sustainability
challenges. This suggests that CSR 1is not just a corporate obligation but a strategic
tool for risk management and long-term growth.

Overall, this study confirms that CSR engagement in China remains diverse,
with firms adopting different levels of commitment based on their strategic priorities
and external pressures. The typology presented here offers valuable insights for
policymakers, investors, and corporate leaders looking to enhance CSR
effectiveness. By moving beyond compliance and adopting a more integrated
approach, firms can strengthen their market position while contributing to broader
societal and environmental goals.

This study provides a structured typology of CSR engagement in China,
revealing three distinct categories of firms: CSR Leaders, CSR Developers, and CSR
Minimalists. The findings demonstrate that companies with a strong CSR
commitment achieve superior financial performance, operational efficiency, and
corporate reputation. In contrast, firms with minimal CSR adoption face challenges
related to stakeholder trust, regulatory compliance, and long-term sustainability.

The analysis highlights that CSR adoption is not uniform and is shaped by factors
such as industry dynamics, market pressures, and government regulations. Larger
firms in competitive sectors are more likely to invest in comprehensive CSR
programs, while smaller or less competitive firms often focus only on compliance.
The role of government policies and external expectations also plays a crucial role

in shaping corporate behavior, reinforcing the need for strategic CSR planning.
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For businesses operating in China, CSR should be viewed not just as a
compliance requirement but as a strategic advantage. Companies that proactively
engage in ethical governance, environmental sustainability, and social responsibility
will be better positioned to navigate both domestic and international markets. As
global CSR standards evolve, firms that integrate responsible business practices will
secure long-term growth and resilience.

Ultimately, this study reinforces the idea that CSR is a critical component of
modern business strategy. Firms that embrace a comprehensive CSR approach will
benefit from enhanced stakeholder relationships, stronger brand reputation, and
improved financial outcomes. As expectations for corporate responsibility continue
to rise, businesses must prioritize sustainable and ethical practices to remain

competitive in an increasingly complex global landscape.

1.3. Bridging Governance, CSR, and Profitability: Insights from ESG

Behavior, Board Characteristics, and Managerial Psychology

Environmental, social, and governance (ESG) performance has emerged as a
crucial standard for assessing a company's sustainability and long-term value
creation (Pasko, Chen, et al., 2022; L. Zhang et al., 2024). Global investors,
regulators, and the public now demand that firms embed ESG principles into their
operations, strategies, and reporting (Habib & Hossain, 2013; C. Liu & Xin, 2024).
Yet while much attention has been paid to external drivers - such as market pressures,
regulatory frameworks, and stakeholder expectations - the influence of internal
managerial traits on ESG performance has received comparatively little focus.

One key internal factor is managerial overconfidence, a behavioral trait
marked by an inflated sense of one’s abilities, judgment, and future success

(Weinberg, 2009). Previous research suggests that overconfident managers are more
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likely to engage in bold strategies, pursue innovation, and take financial risks
(Brown & Sarma, 2007; Huang et al., 2016). These tendencies can, on the one hand,
push firms toward proactive ESG initiatives, such as investing in green technologies,
expanding social programs, or reforming governance practices (MALMENDIER &
TATE, 2008). On the other hand, overconfidence may also lead to underestimating
ESG risks, neglecting stakeholder concerns, or prioritizing short-term wins over
long-term sustainability (HIRSHLEIFER et al., 2012).

The dual nature of managerial overconfidence raises a critical research
question: Does overconfidence strengthen or weaken a firm's ESG performance?
The answer is not trivial, especially in emerging economies like China, where rapid
economic growth, shifting regulations, and evolving investor landscapes create a
complex backdrop. China’s listed firms operate under hybrid governance models,
balancing market mechanisms with strong state influence, making them a
particularly interesting case for studying how behavioral factors play out in ESG
outcomes.

In recent years, ESG (environmental, social, and governance) performance
has become a central theme in corporate research and practice. Scholars increasingly
focus on internal drivers of ESG outcomes, with special attention to managerial traits
(E. X. Liu & Song, 2025; Oh & Lim, 2022; Pasko et al., 2021, 2023, 2024; Pasko,
Yang, et al., 2022; Tao, 2023; Wen et al., 2023). One such trait, managerial
overconfidence, refers to the tendency of managers to overestimate their capabilities,
judgments, or control over uncertain outcomes. This cognitive bias affects decision-
making, risk-taking, and strategic initiatives in complex ways. Below, we examine
how overconfidence may influence each ESG pillar, considering both supporting
arguments and possible counterpoints.

Environmental Performance. Overconfident managers often favor bold

initiatives and long-term innovation, believing they can drive transformational
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change (Jiang et al., 2025). This confidence can push companies to adopt ambitious
environmental goals, invest in clean technologies, and implement energy-efficient
practices (Shen et al., 2022). Their risk tolerance may lead them to embrace eco-
innovation earlier than competitors, generating environmental advantages (Yang,
2024).

However, there are counterarguments. Overconfident managers might
underestimate environmental risks or compliance challenges, leading to poorly
designed projects or insufficient environmental safeguards (Chen et al., 2024; Lian
et al., 2023). They may also misallocate resources by chasing high-profile green
initiatives that look good on paper but fail to deliver measurable environmental
benefits (HIRSHLEIFER et al., 2012). Thus, while overconfidence can be a driver
of environmental improvement, it may also bring strategic blind spots (Deshmukh
et al., 2013; Wallace & Baumeister, 2002).

Social Performance. In the social domain, overconfident leaders often view
corporate social responsibility (CSR) as a tool to enhance reputation and secure
stakeholder support (Wang et al., 2023). Confident in their ability to manage public
image, they may actively engage in philanthropy, employee programs, and
community initiatives(C. Liu & Xin, 2024). This can boost the firm’s visibility and
strengthen its social capital (Atif & Ali, 2021).

Yet, the downside is that overconfidence can lead to overcommitment(Wallace
& Baumeister, 2002). Managers may promise more than they can deliver, stretching
organizational resources or focusing on flashy CSR campaigns rather than sustained
social impact (Hsu & Lee, 2024). Furthermore, they may downplay stakeholder
feedback, assuming their actions are already sufficient (Brown & Sarma, 2007).
While managerial overconfidence can energize social initiatives, it may also

introduce reputational and operational risks (Du et al., 2025).
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Corporate Governance. In terms of governance, overconfident managers may
seek to reform internal processes or strengthen board oversight, believing they can
improve organizational effectiveness (Du et al., 2025). Their ambition can drive
modernization efforts, enhance transparency, and improve accountability structures
(Brown & Sarma, 2007).

Conversely, overconfidence can undermine governance by reducing openness
to advice or weakening board independence (Heaton, 2002). Managers who
overtrust their own judgment might bypass formal controls or marginalize dissenting
voices. In extreme cases, this can lead to governance failures. Therefore, while
overconfidence can push governance innovation, it can also erode safeguards meant
to balance executive power (Kwabi et al., 2024).

Overall ESG Performance. When viewed holistically, managerial
overconfidence has the potential to elevate ESG performance by promoting bold
strategies, innovation, and visible commitments (Jiang et al., 2025; Xuan, 2024).
Confident leaders may act as catalysts for sustainability transformation across all
dimensions(Chen et al., 2024). However, the integrated nature of ESG means that
missteps in one area (due to overconfidence) can offset gains in others (Y. Zhang &
Xiong, 2024). Poor environmental planning, unbalanced social investments, or
governance overreach can weaken overall ESG outcomes (Tang et al., 2024).
Therefore, understanding the balance between confidence and caution is essential.

The intersection of executive psychology and corporate responsibility has
become a focal point in the governance and sustainability literature. In particular,
CEO overconfidence—a well-documented behavioral trait—has drawn attention for
its potential to influence firm-level environmental, social, and governance (ESG)
outcomes. Table 1.8. presents a comparative overview of recent empirical studies

that examine the role of CEO overconfidence (and related constructs such as power
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or managerial traits) in shaping CSR and ESG performance across various

organizational settings and regions.

The studies summarized below vary in their contexts, methodologies, and

focal industries, yet all converge on a central question: does overconfidence at the

top enhance or hinder responsible corporate behavior? The findings shed light on the

nuanced and often conditional nature of this relationship, offering valuable insights

for scholars, practitioners, and regulators alike.

Table 1.8. Prior studies on the relationship between CEO overconfidence and

CSR/ESG*
Authors Depqndable Independent Sample Main findings Lend support to
variables variables
ESG . - E)fecgtive ove.rconﬁdence A positive
performance Executive significantly improves association
of Chinese overconfidenc 23,164 corporate ]_ESG pgrformgnce betwesen
A-share e (measpred ﬁrm—ygar - M.echamsms: r1.sk—tak1n.g executive
listed by earnings observation | capacity and atteptlon—seekmg overconfidence
companies forecast blgs s from behavior and corporate
(Wang et (measured and alternative 3634 - Effects are more pronounced ESG
al., 2023) on a scale characteristics | Chinese A- in firms with low-quality performance
from 1 to 9 such as CEO | share lisj[ed gccc.)unj[ing informatipn, lower
based on age, gegder, companies, institutional ownersh}p, ample
Huazheng educgtlon, covering cash flow, and hlgher
ESG duality of 2009-2020 government subgldles
ratings) roles) - ESG performance improves
firm value (Tobin’s Q)
CEO power - Positive correlations: CEO The study
dimensions: ownership power, expert nusaliliz:%(c)irzfsi:w
- Structural power, and prestige power are hile ce rtain'
power: CEQO's significantly positively W £ CEO
Corporate position Data from associated with higher ESG aspe(;tsv(;er
ESG ratings, within the Chinese A- ratings. (ownership
(Lin, T.- measured | organizational . - Negative correlation: CEO L
. . share listed . expertise,
Y., & using a 9- hierarchy. . structural power is .
Zhang, Y.- | point scale - Ownership companies significantly negatively Erestlg};:)s G
P. ,2025) from power: CEQ's sg 8?21:1‘% associated with ESG ratings. en fa}nce
Huazheng shareholding 2020 © - These findings support p eerng;?ilge’
ESG ratings. in the ’ theories such as agency theory, 1
company. convergence of interests structural power
- Expert hypothesis, managerial may ,?El.der it
power: CEO's flexibility theory, and upper d ' th
professional echelons theory. underscores the

importance of
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Authors Dependable Independent Sample Main findings Lend support to
variables variables
expertise and balanced CEO
experience. authority in
- Prestige promoting
power: CEQO's effective ESG
reputation and practices.
social
standing.
CEO A positive
overconfidenc association,
. e (primary moderated by
Envn{zflmen variable of international
performance 1nterest) ' - CEO overconfidence is experience—
score of Moderating positively associated with overconfident
variableCEO | 222 French . CEOs generally
firms . . better environmental
. international firms, promote
(Souguir (overall . . performance. .
. experience covering i . environmental
et al., environment . - CEOs with international e
2025) al rating (returnee the period experience (returnee CEOs) nitiatives, but
. .= CEOs—those | from 2009 . . . returnee CEOs
including . . moderate this relationship: .
with foreign to 2021. . temper this
aspects such . they are less overconfident in .
. education or . tendency with
as emissions eco-related decisions. .
work greater strategic
and resource .
use) experience— awareness.
’ used to test
moderation
effect).
- Corporate A complex
Social - CSR alone has a negative interaction:
Responsibility effect on bank financial - Negative
(CSR) 115 performance due to resource association
- CEO American depletion. between CSR
Bank overconfidenc and - CEO overconfidence has a and financial
performance e positive direct effect on performance
(Jarraya & . European
Lo — measured Moderating performance, as overconfident alone.
Boujelbén . o banks ) . -
¢, 2025) as financial | variable: CEO during the CEOs overestimate their - Positive
’ performance | overconfidenc eriod contributions. association
(FP). e — moderates p - CEO overconfidence has a when CEO
2013— .
the 2022 negative effect on CSR overconfidence
relationship ’ efficiency but positively is present as a
between CSR moderates the CSR— moderating
and financial performance relationship. factor.
performance.
Managerial 372 SMEs | - Managerial overconfidence A positive
. overconfidenc from an positively influences both association
Sustainable . . . .
(Khattak competitive | & Mediating emerging digital transformation and between
et al., P variable: economy sustainable competitive managerial
performance . .
2024) of SMEs Digital (specific performance. overconfidence
) transformation | country not - Digital transformation is a and sustainable

— mediates the

detailed in

significant mediator in the

competitive
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Authors Dependable Independent Sample Main findings Lend support to
variables variables
relationship the relationship between performance,
between abstract). overconfidence and mediated by
overconfidenc performance. digital
e and - Digital culture positively transformation
sustainable moderates the relationship and moderated
performance. between overconfidence and by digital
digital transformation. culture.

* prepared by the author based on the following sources referenced in the table.

The comparison of these five studies reveals a complex, multifaceted
relationship between CEO overconfidence and ESG or CSR-related outcomes.
Rather than offering a single, linear effect, the research highlights how context,
governance structures, and managerial attributes shape the impact of overconfidence
on firm behavior and performance.

Wang et al. (2023) provide robust evidence that executive overconfidence,
when channeled through strong risk-taking and visibility motives, enhances ESG
performance in Chinese listed firms. Their findings suggest that overconfident
leaders are not inherently reckless; in the right institutional and financial context—
particularly where cash flow is strong and regulatory oversight is present—they can
become agents of positive ESG change.

In contrast, Lin and Zhang (2025) dissect CEO power into structural,
ownership, expertise, and prestige components, finding that not all forms of power
are beneficial. Structural dominance, which often limits checks and balances,
negatively affects ESG outcomes. Meanwhile, prestige and expertise correlate
positively with ESG ratings. This distinction underscores the importance of
corporate governance in moderating the influence of psychological traits on strategic
decisions.

Souguir et al. (2025) add another layer by incorporating international

experience. Their study on French firms shows that CEO overconfidence tends to
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foster stronger environmental performance, but this effect is moderated by prior
exposure to foreign business cultures. Returnee CEOs, while still confident,
demonstrate greater strategic restraint. This points to the value of diverse managerial
experience as a buffer against excessive optimism.

Jarraya and Boujelbene (2025) shift the lens to the financial sector, revealing
a dual role for CEO overconfidence. While it weakens the efficiency of CSR
investments, it paradoxically strengthens the link between CSR and performance.
This suggests that overconfident CEOs may pursue CSR for image reasons, yet still
succeed in aligning those efforts with shareholder value. The study highlights the
reputational motivations behind executive behavior in a highly scrutinized sector.

Lastly, Khattak et al. (2024) explore overconfidence in the SME context.
Here, the trait acts as a driver of digital transformation, which in turn supports long-
term competitive advantage. Interestingly, the presence of a strong digital culture
enhances this effect. In smaller, more agile firms, overconfidence seems to function
more as an entrepreneurial asset than a liability—especially when embedded in a
supportive organizational environment.

Taken together, these studies caution against one-size-fits-all interpretations.
Overconfidence may fuel innovation and strategic boldness, but without balance—
through governance, culture, or experience—it can also lead to inefficient
investments or reputational risk. Future research would benefit from exploring
sector-specific dynamics, cross-cultural comparisons, and longitudinal effects,
especially in light of growing ESG disclosure expectations globally.

These insights also carry practical implications. Boards and investors should
assess not only a CEO’s confidence level but also the organizational systems that
shape its expression. Confidence, when checked by accountability and informed by

experience, can become a powerful force for sustainability.
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In recent years, environmental, social, and corporate governance (ESG) has
become a key driver of corporate strategy, investment decisions, and policy debates
worldwide (N. Wang et al., 2024a). Global investors, consumers, and regulators
increasingly recognize that corporate success cannot be measured by financial
performance alone. Firms are now expected to address broader environmental and
social responsibilities, ensuring that their governance structures align with
sustainable and ethical standards (Pasko, Kharchenko, et al., 2024; Zhu et al., 2024).
As ESG moves from being a voluntary practice to an integral part of corporate
identity, questions arise about whether these efforts deliver tangible financial
benefits (Chi et al., 2024; Pasko et al., 2023).

China presents a particularly compelling context for examining these
questions. As the world’s second-largest economy, China has experienced rapid
industrialization, urbanization, and financial market development over the past two
decades. This growth has come with complex environmental and social challenges,
from air and water pollution to labor conditions and governance reforms. In
response, the Chinese government has introduced a series of regulatory initiatives
aimed at promoting corporate social responsibility and sustainability (W. Liu & Yan,
2025). At the same time, institutional investors and other market participants have
begun to prioritize ESG performance in their assessments of corporate value. Yet
despite these shifts, empirical research on the financial impact of ESG practices in
China remains limited.

While a robust body of literature has examined ESG and firm performance in
developed markets, emerging markets present distinct dynamics. Firms in China face
different institutional pressures, regulatory environments, and stakeholder
expectations compared to their Western counterparts (Chen et al., 2024; Kuali et al.,
2025; Yu & Xiao, 2022). For example, state ownership, market transitions, and

regional disparities introduce complexities that may alter the ESG—performance link.
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As such, it is critical to assess whether the positive correlations found in Western
studies hold in China or whether the relationship follows a different pattern. This
study aims to fill that gap by providing a comprehensive empirical analysis of ESG
performance and firm profitability in the Chinese context.

Specifically, this study examines all A-share listed companies in China’s
Shanghai and Shenzhen stock markets over a ten-year period (2013-2023). We
explore how firms’ ESG ratings, as measured by the Huazheng ESG system, relate
to their financial outcomes, focusing on key performance indicators such as return
on assets (ROA) and return on equity (ROE). We also investigate the individual
contributions of environmental, social, and governance components, recognizing
that each dimension may affect firm performance in distinct ways. Moreover, the
study accounts for firm-level control variables, such as size, leverage, board
structure, and age, to isolate the unique effects of ESG factors.

Beyond the general ESG-performance relationship, we conduct a
heterogeneity analysis to explore whether the impact of ESG differs across China’s
eastern, central, and western regions. Given the country’s vast geographic and
economic diversity, regional variations can offer important insights into how local
contexts shape the value of ESG practices. For instance, firms in the more developed
eastern provinces may face greater stakeholder scrutiny and stronger market
incentives to pursue sustainability, while firms in central and western regions may
operate under different pressures and constraints.

The contributions of this paper are threefold. First, it enriches the empirical
literature on ESG by focusing on China, an emerging market with unique
institutional characteristics. Second, it offers robust evidence on the financial effects
of ESG practices, helping firms and investors make informed decisions about

resource allocation and strategy. Third, it provides policy-relevant insights,
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highlighting the areas where ESG can play a meaningful role in supporting China’s
broader sustainability goals.

The integration of environmental, social, and corporate governance (ESQG)
practices into firm strategy has become an essential factor for evaluating corporate
sustainability and long-term performance, especially in emerging markets like
China. Recent studies emphasize that Chinese listed firms increasingly face
stakeholder pressure and regulatory requirements to strengthen ESG disclosure,
making the relationship between ESG and financial performance both timely and
significant (E. X. Liu & Song, 2025; Ruan & Liu, 2021).

Environmental Performance. Environmental performance refers to a firm's
actions to reduce environmental harm, such as minimizing carbon emissions,
improving energy efficiency, or adhering to pollution control standards. Scholars
argue that firms engaging in proactive environmental management can achieve cost
savings and reduce regulatory risks (Li et al., 2024; E. X. Liu & Song, 2025; X.
Wang et al., 2024). Moreover, environmental responsibility may improve brand
reputation and attract environmentally conscious investors, enhancing long-term
financial stability (Ruan & Liu, 2021). However, critics point to potential downsides,
such as high up-front investment costs and uncertain financial returns, especially in
heavy industries where environmental reforms are capital intensive (Lu & Gong,
2024).

Social Performance. Social performance includes how firms engage with
employees, customers, suppliers, and communities. Strong social practices - such as
fair labor policies, customer protection, and community support - are believed to
enhance stakeholder trust and loyalty, which can translate into improved financial
outcomes (Chi et al., 2024; Pasko, Chen, et al., 2021; Pasko, Zhang, et al., 2021;
Pasko, Zhang, Proskurina, Sapych, et al., 2024; Shu & Tan, 2023; N. Wang et al.,
2024b; X. Wang, 2024). Empirical research from China shows that socially
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responsible firms often experience lower employee turnover and stronger customer
satisfaction, both of which contribute to profitability (Pasko, Zhang, Proskurina,
Ryzhikova, et al., 2024; Zhu et al., 2024). On the other hand, some studies highlight
that social initiatives may dilute managerial focus and divert resources from core
operational areas, potentially reducing short-term profits (Barman & Mahakud,
2025; Deb et al., 2024; Liang et al., 2024; Ruan & Liu, 2021).

Corporate Governance. Corporate governance relates to the structures,
policies, and mechanisms that ensure accountability, transparency, and alignment of
management decisions with shareholder interests. Prior Chinese studies show that
good governance improves resource allocation, reduces agency conflicts, and limits
managerial opportunism, thus enhancing financial outcomes (Feng et al., 2025; Guo,
2024; Lu & Gong, 2024; Pasko et al., 2023; Pasko, Kharchenko, et al., 2024; Pasko,
Zhang, Markwei Martey, et al., 2024; Pasko, Zhang, Proskurina, Ryzhikova, et al.,
2024; Zhu et al., 2024). Governance practices such as board independence, audit
committee strength, and clear shareholder rights have been found to improve firm
valuation (Li et al., 2024; Ruan & Liu, 2021). Yet, critics note that formal governance
reforms may be symbolic or superficial, particularly in state-owned enterprises
where political influences persist, reducing the expected performance gains (Feng et
al., 2025; Makridou et al., 2024).

Overall ESG Performance. Overall ESG performance integrates the
environmental, social, and governance dimensions into a holistic assessment of a
firm’s sustainability orientation. Recent research indicates that companies with high
overall ESG scores outperform peers on several financial indicators, including return
on assets (ROA) and return on equity (ROE), due to their ability to reduce risks,
access capital more efficiently, and strengthen stakeholder relationships (Kuai et al.,
2025; Li et al., 2024; Yu & Xiao, 2022). However, concerns about ESG

“egreenwashing”- where firms inflate their ESG claims without making substantial
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improvements - raise questions about the consistency of this positive relationship
(Chen et al., 2024; Ma et al., 2024).(Cherian & Seranmadevi, 2024; X. Wang et al.,
2024; Zhang & Liu, 2022).

In recent years, the link between environmental, social, and governance (ESG)
factors and corporate financial performance has gained increasing attention. While
ESG is often promoted as a driver of long-term value creation, empirical findings
remain mixed. Some studies suggest ESG enhances firm performance through
improved stakeholder relations and risk management. Others point to higher costs
or weak disclosure quality that limit ESG’s impact. Table 1.9. below summarizes
key studies that examine this relationship across different sectors, regions, and
methodological approaches. It highlights how ESG performance or disclosure
interacts with firm profitability, valuation, and strategic context.

Table 1.9. Comparative Overview of Empirical Studies Examining the Impact

of ESG Factors on Corporate Financial Performance Across Regions and

Sectors*
Authors Djfggg?:;le Inj;g;g?e eSnt Sample Main findings Lend support to
- ESG scores have a A mn.ged
. relationship: ESG
negative effect on improves market
operational (ROA) and Vahl;ation (Tobin’s
Firms listed financial (ROE) Q) but tends to
Firm on the Nifty | performance in the long .
reduce operational
performance, Environmental 100 Index term. and financial
measured by: X > | (India); panel | - In the short term, the
Social, and . S performance over
(Deb et — Return on Governance data collected effect is statistically time. This
al.,2024) | Assets (ROA) (ESG) scores from insignificant on su 'O s a
— Return on from Bloomber Bloomberg operational and nﬁ g nced
Equity (ROE) & (ESG) and financial performance. stakeholder
— Tobin’s Q Prowess - ESG has a positive view—ESG ma
(financials) and significant impact 1y
enhance reputation
on market performance and valuation
(Tobin’s Q) in both . .
while adding cost
short and long terms.
burdens.
- Profitability: .ES.G. factors >4 Malaysmn - No significant A.hr.mted
(Atan et (individual and | public-listed . . association: ESG
Return on . . relationship between
al., 2018) Equity (ROE) combined scores companies ESG (individual or factors do not
iy for (PLCs) with significantly affect
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Authors Dependable Independent Sample Main findings Lend support to
variables variables
- Firm value: | Environmental, | full ESGand | combined) and ROE or | firm profitability
Tobin’s Q Social, and financial data Tobin’s Q. or market value,
- Cost of Governance from 2010 to - No significant but positively
capital: dimensions) 2013 (data relationship between influence the cost
Weighted from Bloomberg | sourced from individual ESG of capital when
Average Cost ESG data Bloomberg) components and assessed
of Capital WACC. collectively. ESG
(WACC) - Combined ESG score | may be seen as a
has a positive and risk or cost factor
significant impact on from a capital
WACC. perspective.
A mixed and
- Overall, ESG mostly weak
disclosures show an association: ESG
insignificant disclosure,
ESG relationship with especially in low-
- Return on disclosures financial performance performing
Assets (ROA) ’ (ROA, ROE) in the disclosure
measured by the Top 100 . .
(Ozata - Return on LSEG ESG global eneray energy sector. environments like
. Equity (ROE) . . - Environmental the energy sector,
Canli & Disclosure Score | companies by .

.| (both used to . disclosures have a does not robustly
Sercemeli, (covering market .. . .
2025) measure environmental capitalization negative impact on drive financial

corporate social. and ’ in 2022 financial performance. performance.
financial overnance - Social disclosures Individual ESG
performance) c%imensions) have a positive impact pillars yield
ROA only). divergent
y 2
- Governance outcomes
disclosures show no (positive,
significant effect. negative, or
insignificant).
- Environmental (E) A co(nsciltlgloenal
Profitability of scores enhance 4SS0 (l:jiation' ESG
Asian energy | Disaggregated profitability below can enhance
companies ESG component specific thresholds, but rofitability. but
(specific scores: . may reduce it above profit Y
. ) Asian energy only if managed
financial — Environmental . them. L7 .
metrics not (E) companies - Social (S) scores within strategic
(Lee et al., . - (exact number . o thresholds.
explicitly — Social (S) g improve profitability . .
2025) ) not specified; . Exceeding optimal
stated in the — Governance . when exceeding
. regional focus levels may lead to
abstract, but (G) (focus in . thresholds. oL
. on Asia) diminishing
generally this study was - Results suggest a returns. stressin
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Authors Dependable Independent Sample Main findings Lend support to
variables variables
ESG A partial positive
performance, association: firm
based on: - Overall ESG value in small-cap
— Combined Small- performance and the energy firms
ESG score capitalized Environmental pillar benefits from
— Environmental European are positively strong ESG
(Latella & Firm value, pillar score (E) listed energy associated with firm performance
Veltri, measured by — Social pillar companies, value. overall, especially
2025) Tobin’s Q score (S) over the 5- - The Social and from
— Governance year period Governance pillars environmental
pillar score (G) | from 2017 to show no significant factors, while
(all sourced 2021 relationship with firm social and
from Refinitiv value. governance factors
Eikon ESG appear neutral in
ratings) this context.
- Social and governance A partially
disclosures positively positive
. impact market association:
Corpona te ESG dlsclqsure, performance. ESG—yparticularly
financial separated into: ) .
- Environmental social and
performance, — Core disclosure has a overnance
measured (established) top 100 non- . &
. : ) negative effect on factors—enhances
.. using: ESG metrics financial firms accountine-based market value
(Maji & | - Accounting- — Expanded listed on the or formga e Environmental
Lohia based metrics | (detailed) ESG | Bombay Stock P ) .
> . - Only expanded disclosure may
2024) (e.g., return metrics, Exchange, . . .
) . . governance disclosure | strain operational
measures) particularly in India, from adds value in market results. COVID-
— Market- social and 2019 to 2022 1 ’
based metrics governance terms, 9 aets as a
- COVID-19 significant
(e.g., firm aspects .
. significantly moderates moderator,
valuation)

the ESG—performance
link, with stronger
effects pre-pandemic.

altering ESG’s
influence across
time.

* - prepared by the author based on the following sources referenced in the table.

This study reviews a set of recent empirical works that investigate how ESG

factors influence corporate financial outcomes. The analysis focuses on a diverse

mix of firms across emerging and developed markets, with particular attention to the

energy and financial sectors. Several key insights emerge.

First, ESG impact is not uniform. Studies show that environmental

performance can have either positive or negative financial effects depending on

disclosure quality, cost structures, and sector-specific sensitivities. Social and
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governance factors, especially when expanded and detailed, are more consistently
linked to improved market valuation. However, operational performance—measured
by accounting returns—often shows weaker or even negative links, particularly
when ESG initiatives are not well integrated into core strategy.

Second, firm size, capital structure, and regional context shape ESG
outcomes. Small-cap firms may benefit more visibly from environmental practices,
while larger firms face higher scrutiny and expectations. Regional factors such as
regulatory regimes, investor pressure, and disclosure standards also moderate ESG’s
effectiveness.

Third, the timing and scope of ESG measurement matter. Some studies
distinguish between core and expanded ESG metrics, showing that broader
disclosures in governance and social domains have greater impact. Others find that
ESG eftects evolve over time, with crises such as the COVID-19 pandemic shifting
the strength and direction of the relationship.

Taken together, these findings underscore the importance of a tailored ESG
strategy. Companies must go beyond box-ticking and align ESG efforts with industry
dynamics, stakeholder expectations, and internal capabilities. For researchers and
policymakers, the results highlight the need for sector-specific benchmarks and
improved ESG data consistency. Future studies should continue exploring non-linear
and threshold effects, as well as long-term financial implications across different
economic cycles.

In sum, ESG remains a powerful but complex element of corporate value. Its
effectiveness depends on how, where, and when it is implemented—and whether
firms are willing to treat it as more than just compliance.

Corporate sustainability has become one of the most pressing issues in global
business practice (Jiang et al., 2023; Madhura et al., 2024; Pasko et al., 2023; Pasko,

Yang, et al., 2022). No longer confined to optional corporate social responsibility
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(CSR) initiatives, sustainability today stands at the core of how firms define their
long-term strategies, reputations, and stakeholder relationships. Increasing public
attention, combined with heightened regulatory and investor scrutiny, has placed
new demands on companies to disclose detailed, transparent, and credible
information about their environmental, social, and governance (ESG) performance
(Abu Khalaf, 2024; Buch Thu, 2024; Pasko, Chen, et al., 2022). Yet despite the
growing global emphasis on sustainability, the organizational factors that determine
the quality and scope of ESG reporting remain underexplored, particularly in the
context of emerging economies.

Boards of directors play a pivotal role in shaping firms’ sustainability
strategies (Abu Khalaf, 2024; Anyigbah et al., 2023). As the highest governance
body, the board not only oversees management but also sets the tone for the
company’s values, risk management practices, and long-term goals. Scholars have
long debated which board features matter most for effective governance: Does a
larger board bring more expertise and resources, or does it introduce inefficiency?
Are independent directors able to strengthen ESG oversight, or are their impacts
limited by institutional constraints? Does the combination of CEO and chair roles
weaken governance, or can it enhance alignment and accountability? While these
questions have been widely investigated in the context of financial outcomes, their
relationship to non-financial reporting - especially ESG disclosures - has received
less systematic attention(Abu Khalaf, 2024; Khan et al., 2021).

China offers a unique setting to investigate these issues. As one of the largest
and fastest-growing economies, China has seen a remarkable rise in both the scale
and complexity of its capital markets. Over the past decade, Chinese regulators have
intensified efforts to improve corporate governance, encourage sustainability
initiatives, and align domestic firms with global ESG standards. Nonetheless,

corporate sustainability practices in China remain highly uneven. Some firms have
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become international leaders in ESG innovation, while many others lag in both
reporting quality and substantive performance. This heterogeneity raises critical
questions about the internal governance mechanisms that drive ESG engagement.

This study aims to contribute to the literature by systematically analyzing how
board characteristics affect the sustainability reporting practices of Chinese listed
firms. Using a panel dataset of A-share companies from 2013 to 2023, we explore
five key board dimensions: size, independence, CEO duality, meeting frequency, and
the number of specialized board committees. By linking these governance features
to two distinct measures - sustainability report disclosure levels (CSRI) and ESG
scores - we offer a robust empirical assessment of how corporate governance
structures shape firms’ ESG transparency.

Theoretically, we draw on both agency theory and resource dependence theory
to frame our inquiry. Agency theory emphasizes the monitoring role of the board,
suggesting that independent directors and formal governance structures improve
management accountability, including in non-financial domains. Resource
dependence theory, on the other hand, highlights how boards provide access to
external resources, expertise, and legitimacy, which can enhance firms’ ability to
navigate complex sustainability demands. By integrating these perspectives, we
provide a nuanced understanding of the pathways through which board structures
influence sustainability outcomes.

Beyond its academic contributions, this research offers practical insights for
policymakers, corporate leaders, and investors. For regulators, identifying which
governance features promote higher-quality sustainability reporting can inform
future corporate governance reforms. For firms, understanding the governance
drivers of ESG performance can help shape internal practices and improve

stakeholder engagement. For investors, especially those pursuing ESG-aligned
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investment strategies, insights into the governance—sustainability nexus can enhance
portfolio selection and risk management.

The growing importance of corporate sustainability has prompted researchers
to examine how internal governance structures shape firms’ ESG practices. While
external pressures, such as regulatory frameworks and investor expectations,
undeniably influence disclosure, it is the board of directors that ultimately
determines whether firms will meaningfully engage with sustainability or treat it as
a box-ticking exercise. Understanding which board characteristics matter most offers
vital insights for theory and practice.

Board size has traditionally been viewed as a double-edged sword. On one
hand, larger boards bring a wider range of expertise and resources, potentially
improving oversight of sustainability-related matters and enhancing firms’ capacity
to address ESG risks (Beji et al., 2021; Bravo & Reguera-Alvarado, 2019; Pasko et
al., 2021, 2024). On the other hand, overly large boards can suffer from coordination
problems, slow decision-making, and diluted accountability, which may weaken the
effectiveness of sustainability governance (Bayong et al., 2024; Pasko, Lagodiienko,
et al., 2022). Prior research offers mixed evidence, making it crucial to test whether
board size plays a decisive role in shaping ESG disclosures.

Board independence is widely considered a cornerstone of effective
governance. Independent directors are expected to strengthen board monitoring,
provide impartial oversight, and advocate for broader stakeholder interests, all of
which can enhance sustainability reporting (Azzam, 2024). Yet critics point out that
independent directors may lack deep operational knowledge or be marginalized
within the board, limiting their capacity to influence non-financial outcomes (Ma &
Chen, 2024; Pasko, Lagodiienko, et al., 2022; Zhu et al., 2024). Clarifying this
relationship is essential for understanding how board composition affects ESG

performance.
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CEOQ duality, the combination of the roles of CEO and board chair, has sparked
ongoing debate. Agency theory suggests that duality concentrates power in the hands
of the CEO, reducing the board’s independence and weakening its ability to
challenge management on sustainability issues (Kazim et al., 2024; Khan et al.,
2021; Mirza et al., 2024; Pasko et al., 2021; Zhang et al., 2024). In contrast,
stewardship theory argues that unified leadership can improve strategic alignment
and decision-making, potentially advancing ESG goals(Abu Khalaf, 2024; Buch
Thu, 2024; Madhura et al., 2024; Pasko et al., 2021; Voinea et al., 2022). The
empirical evidence on this issue remains inconclusive, underscoring the need for
further investigation.

The frequency of board meetings is another important, though less frequently
studied, governance dimension. More frequent meetings can indicate an active,
engaged board that stays informed and responsive to emerging ESG challenges
(Khanetal., 2021; Pasko et al., 2024; Yiheng et al., 2024; Zhu et al., 2024). However,
frequent meetings can also reflect governance inefficiencies or underlying problems,
distracting from long-term sustainability goals (Bayong et al., 2024; Ma & Chen,
2024; Pasko, Lagodiienko, et al., 2022). Understanding how meeting regularity
interacts with ESG reporting is an important empirical question.

Finally, the number of board committees reflects the specialization and depth
of governance processes. A greater number of specialized committees can promote
focused attention on ESG matters and strengthen oversight capacity (Anyigbah et
al., 2023; Arifet al., 2021; Bravo & Reguera-Alvarado, 2019; Buch Thu, 2024; Jiang
et al., 2023). Yet excessive reliance on committees may lead to fragmented
governance, overlapping responsibilities, and blurred accountability (Arif et al.,
2021; Bravo & Reguera-Alvarado, 2019; Yiheng et al., 2024; Zhu et al., 2024).
Whether committee structures support or hinder sustainability reporting remains an

open question.
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Corporate governance plays a critical role in shaping the quality and extent of

sustainability and CSR reporting. A growing body of research explores how specific

board characteristics—such as size, independence, diversity, and the presence of

committees—affect firms’ sustainability disclosure behavior. Table 1.10 presents a

comparative overview of recent empirical studies that examine this relationship

across a range of countries and regions. It highlights how board structures,

contextual factors, and governance mechanisms influence the likelihood and quality

of sustainability and CSR reporting in both emerging and developed markets.

Table 1.10. Comparative Overview of Empirical Studies on Board

Characteristics and Their Influence on Sustainability and CSR Reporting

Across Regions*

Authors Dependable Independent Sample Main findings Lend support to
variables variables
A positive
association: Board
structure and
- Larger boards, more composition
Adoption of gender-diverse boards, matter. Well-
. Board .
sustainable . more independent governed
. characteristics, . .
reporting including: All non- directors, and more boards—with
practices _ Board szigz'e financial firms | frequent meetings are diversity,
(Abu (binary _ Board eender listed on GCC | positively associated | independence, and
Khalaf, outcome: diversgi ¢ stock with the adoption of active
2024b) whether firms B Boarg exchanges, sustainable reporting. | involvement—are
adopt . covering an - Profitability and more likely to
S independence . Lo
sustainability | Board meetin 11-year period | liquidity also support support and
reporting or frequenc & sustainability implement
not) d Y disclosure, especially in sustainability
larger firms. reporting practices
in the GCC
corporate
environment.
S Board - Board gender A mixed
Sliita;?gzﬂlty characteristics, listed ﬁr;gs diversity, financial association: Board
mlg asuregc’{ including: from East expertise, and effectiveness in
- . — Board gender . independence are driving
(Githaiga using the diversit African ositively and sustainabilit
& Kosgei Global Y securities P y anc . Y
2023) ’ Reportin — Board exchanees significantly associated | reporting depends
Inilzia tiv eg financial covering the with sustainability on structure.
(GRI) expertise period 2g01 L reporting. Diverse,
standards — Board 2020 - Board size has a knowledgeable,

independence

negative and significant

and independent
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Authors D‘?:reizgiile Inj:g;&i esnt Sample Main findings Lend support to
— Board size effect on sustainability boards support
reporting. better ESG
disclosure, but
larger boards may
hinder efficiency
and adoption.
A selective
Board association:
Corporate oy . .
Social characteristics, - Managerial ownership governance
. including: has a strong negative | features like actual
Responsibility - 195 . .
: — Board size . impact on CSRD. female leadership
Disclosure manufacturing )
(CSRD) — — Board companies - Female leadership and | and larger boards
independence . board size have a support CSR
(Buch measured listed on the
Thu throueh — Women on Vietnam stock positive and significant disclosure, but
5 024’lb) con tei ¢ board exchanee effect on CSRD. symbolic inclusion
analvsis of — Board observe di \;er - Board independence, (e.g., female
annuai/re orts meetings the period board meetings, and presence without
fromp — Managerial 201 5_2 022 presence of women on | leadership power)
manufacturin ownership board are not and passive boards
firms & — Female significant predictors. | show little impact
leadership in the Vietnamese
context.

- Board expertise and A conditional
board attendance have positive
positive and significant | association: board

effects on engagement and
CSR/Sustaina CSR/Sl:lStalnabl.llty expertise improve
. reporting quality. sustainability
bility . . .
4 - Board size alone is reporting. CSR
Reporting Board 75 L -
uality. characteristics, | firms listed on not significant, but committees
Q 2 2 141 T
measured includine: the Saudi becomes positively enhance quality
(Kateb & . & associated when a CSR | overall, but their
using a — Board Stock . . . . .
Youssef, scorin expertise Exchanee committee 1S present, interaction with
2025) g p £6, though this is board dynamics is
system (0-2 — Board over the .
. negatively moderated. | complex and may
scale) based attendance period 2013— . .
. - CSR committee weaken certain
on the extent — Board size 2020 . o
. strengthens reporting positive board
and quality of .
. quality, but has a effects.
disclosure .
nonsignificant

moderating effect on

board expertise and
dampens the effect of

attendance.
Sustainability Board 370 listed - Sustainability A differentiated
(Alta’any Reporting . firms from 50 | committee (SC) has a association:
: characteristics, . .. .. N
et al., (SR) and its includine: countries, positive and significant sustainability
2024) three _ Board sfigZ.e making the effect on SR and all its | governance (e.g.,
dimensions: study dimensions. SC presence) and
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Authors Dependable Independent Sample Main findings Lend support to
variables variables
— Economic — Board international | - Board size also shows board size
disclosure independence in scope a positive impact on | improve SR, while
- — CEO duality overall SR and the excessive
Environmental | — Board gender economic and social independence or
disclosure diversity dimensions. power
— Social — Presence of - Board independence concentration
disclosure sustainability and CEO duality show (duality) may
Measured committee (SC) negative effects on SR. | hinder it. Gender
using a GRI- - Board gender diversity shows no
based diversity has no significant effect,
disclosure significant impact on suggesting
index SR or its components. | formality without
functional
influence.
A partially
positive
association: well-
Sustainability 10,3;é)afrm- _ Board size and board structured boards
reporting Corporate observations independence are _(larger, more
conduct - governance of Chinese positively associated independent)
measured as a attributes, listed with the likelihood of promote
b1nary 1nclud1ng : companies, sustainability reporting. _sustalnablht}{
(Pasko et variable — Board size coverine the - Female directors and disclosure, while
al.,2021) | indicating the — Board yering . gender diversity
. period 2015— | CEO duality show no
presence or independence 2018, with significant impact on and CEO role
absence.o.f B _Female data sourced | sustainability reporting concentration do
sustainability directors from WIND conduct in the Chinese not significantly
reporting (not | — CEO duality and CSMAR context affect reporting
the quality) databases ' behavior in
China's
institutional
environment.

* - prepared by the author based on the following sources referenced in the table.

The studies summarized in Table 1.10 reflect a clear shift toward

understanding the governance-driven dynamics of sustainability reporting. Several

consistent patterns emerge, though regional and institutional differences create

important variations.

First, board size shows mixed results. In the GCC and Vietnam, larger boards

support sustainable reporting, likely due to broader representation and capacity. In

contrast, the East African study finds that large boards hinder reporting, possibly due
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to coordination issues or reduced accountability. This suggests that board size
interacts with regional governance cultures and norms.

Second, board independence is generally seen as a positive factor. It
significantly boosts reporting in China and East Africa but has a negative effect in
the international sample studied by Alta’any et al. This divergence may reflect
differences in how independence is defined and enforced across jurisdictions. Where
independence is formal but not functional, it may not enhance oversight or
stakeholder focus.

Third, gender diversity on boards reveals limited or no influence in most
studies. The Vietnamese case suggests that the mere presence of women has no effect
unless they hold leadership roles. Similarly, the global findings by Alta’any et al.
show no significant impact. These results indicate that gender inclusion, while
important symbolically, requires meaningful authority to translate into reporting
outcomes.

Fourth, the presence of sustainability or CSR committees consistently
strengthens disclosure quality. Both the international and Saudi Arabian studies
show that these specialized bodies provide structure and oversight, enhancing the
firm’s ability to report comprehensively. However, committee effectiveness depends
on how it interacts with broader board dynamics, as seen in the Saudi case where
committee presence can weaken other board contributions through overlapping
responsibilities.

Finally, the studies affirm that governance context matters. For example, in
Vietnam and China, managerial ownership and CEO duality reduce CSR disclosure,
reflecting concentrated control and possible resistance to transparency. In contrast,
active boards in the GCC and East Africa contribute positively, highlighting the
enabling role of independent oversight in environments with rising stakeholder

expectations.
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In conclusion, while no single board structure guarantees improved
sustainability reporting, several elements stand out: independence, active
participation, and targeted oversight via committees. These findings have practical
implications. Policymakers and firms should focus not only on formal board features
but also on how those features function in practice. Effective sustainability
governance is not about ticking boxes—it is about enabling boards to engage
meaningfully with long-term value and accountability. Future research should
further explore how these dynamics evolve over time and respond to regulatory and
market pressures.

The rise of environmental, social, and governance (ESG) principles has
fundamentally reshaped corporate priorities around the world. No longer confined
to the realm of voluntary reporting, ESG standards are now central to how firms
measure value, manage risk, and ensure long-term sustainability (Barman &
Mahakud, 2025; Crotty & Holt, 2021; Y. Ma et al., 2024; Pasko, Zhang, Markwei
Martey, et al., 2024; Pasko, Zhang, Proskurina, et al., 2024; Rameshwar et al., 2020).
This global trend is especially prominent in China, where rapid economic growth
has been coupled with mounting environmental and social challenges (Feng et al.,
2025; Pasko, Chen, Birchenko, et al., 2021). Against this backdrop, Chinese
corporations face growing pressure—from regulators, investors, and society—to
align their operations with ESG benchmarks.

A crucial, yet often underexplored, dimension of ESG performance is
corporate governance. While many studies focus on external factors such as
regulatory frameworks or market dynamics, the internal architecture of firms—
specifically, board composition and ownership structure—may play a pivotal role in
shaping ESG outcomes. The question is simple but pressing: who governs ESG

within the corporate walls, and how do their decisions steer sustainability agendas?
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Agency theory and stakeholder theory provide compelling reasons to
scrutinize internal governance(Chang et al., 2024; A. K. F. Ma & Chen, 2024). Board
members, especially independent directors, act as stewards of diverse stakeholder
interests. Their expertise and oversight can help companies balance short-term
financial pressures with long-term sustainability goals. Likewise, ownership
concentration and managerial incentives can either foster or hinder ESG integration.
For example, when executives hold significant equity, their alignment with long-
term company success may strengthen ESG commitments. Conversely, dominant
shareholders focused on immediate returns may deprioritize investments in
sustainability.

China’s unique institutional context adds further complexity. The coexistence
of state-owned enterprises (SOEs) and privately held firms creates distinctive
governance dynamics. SOEs often face stricter ESG mandates, given their public
accountability and policy-driven nature (Voinea et al., 2022; Zhao et al., 2024). At
the same time, cultural and operational norms may shape how governance
mechanisms function in practice, distinguishing China from Western corporate
governance models (Ji et al., 2025; Xiao & Xiao, 2025).

Existing research provides mixed evidence. Some scholars argue that larger
boards contribute positively to ESG performance by bringing diverse perspectives
(Alketbi & Ahmad, 2024; Ji et al., 2025; Jian, Li; Zhenghui, Pan; Yang, Sun; Wei,
2024; Xiao & Xiao, 2025), while others find diminishing returns due to coordination
inefficiencies (Ko et al., 2020; Mura et al., 2024). Similarly, the role of CEO
duality—where the same individual serves as both CEO and board chair—remains
debated, with questions about whether power consolidation compromises board
oversight (Azzam, 2024; Mirza et al., 2024). The ownership structure also presents

contradictions: while managerial ownership might incentivize sustainable strategies,
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controlling shareholders can exert pressure to maximize short-term profits at the
expense of ESG priorities (Liu & Lee, 2024; A. K. F. Ma & Chen, 2024).

Corporate governance has long been recognized as a critical factor influencing
organizational performance, including ESG outcomes. Scholars have debated the
extent to which internal governance structures—such as board characteristics and
ownership concentration—facilitate or hinder sustainability. This section reviews
key findings and theoretical arguments surrounding each governance factor, setting
the stage for the hypotheses.

Board Size. The relationship between board size and ESG performance is
widely debated. On the one hand, larger boards are believed to bring a diversity of
skills, experiences, and perspectives, which can enhance decision-making and
enable a company to address complex ESG challenges more effectively (Khan et al.,
2021; Pasko, Chen, & Wang, 2021; Pasko, Kharchenko, Kovalenko, et al., 2024;
Pasko, Yang, et al., 2022; Zhu et al., 2024). Studies suggest that a broad pool of
expertise allows boards to integrate environmental and social considerations into
corporate strategy.

However, critics argue that larger boards may suffer from coordination
problems and diluted accountability. As board size increases, it can become harder
to reach consensus, potentially slowing down decision-making and reducing
oversight quality(Abu Khalaf, 2024; Anyigbah et al., 2023; Pasko, Chen, Birchenko,
et al., 2021; Pasko, Lagodiienko, et al., 2022). Some empirical studies report no
significant effect or even a negative correlation between board size and ESG
performance, highlighting inefficiencies in overly large boards (Abu Khalaf, 2024;
Anyigbah et al., 2023; Beji et al., 2021; Boukattaya et al., 2022).

Board Independence. Independent directors are expected to act as neutral
overseers, ensuring that management serves the interests of all stakeholders, not just

shareholders (Abu Khalaf, 2024; Anyigbah et al., 2023; Hu et al., 2020; Ting & Lee,
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2024). Numerous studies find that a higher proportion of independent directors
strengthens board monitoring, mitigates agency problems, and promotes responsible
corporate behavior (Anyigbah et al., 2023; Azzam, 2024). This view is especially
relevant for ESG, as independent directors can pressure management to prioritize
long-term sustainability over short-term gains.

However, some researchers point out limitations. Independent directors may
lack deep knowledge of the firm’s operations or industry, reducing their ability to
contribute effectively to ESG strategies (Azzam, 2024). Moreover, in certain
institutional contexts, such as China, the true independence of board members may
be questioned due to social ties or political influences, potentially weakening their
role (Buch Thu, 2024).

CEOQO Duality. The concentration of power when one individual serves as both
CEO and board chair—known as CEO duality—raises concerns about weakened
checks and balances. Many studies argue that CEO duality undermines board
independence, making it harder to challenge management decisions (Mirza et al.,
2024; Voinea et al., 2022; Zhang et al., 2024). This can lead to neglect of long-term
sustainability goals in favor of short-term performance.

Yet, some literature defends CEO duality, noting that unified leadership can
streamline decision-making and provide clearer strategic direction(FAN et al., 2007;
Pasko, Zhang, Proskurina, et al., 2024; Zhang et al., 2024). In stable environments
or firms with strong internal controls, CEO duality might not significantly harm ESG
outcomes. Nonetheless, the prevailing view remains skeptical of its benefits for
governance quality.

Board Meeting Frequency. Frequent board meetings are often seen as a sign
of active governance. Boards that meet more often may be better positioned to

address emerging ESG issues and respond swiftly to stakeholder concerns. Some
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research suggests a positive link between meeting frequency and corporate
performance (Kazim et al., 2024; Khan et al., 2021).

Conversely, especially in the Chinese context, frequent meetings may indicate
underlying problems rather than proactive governance. High meeting frequency
might reflect crises, internal disputes, or inefficiencies. Therefore, some studies find
a negative correlation between board meeting frequency and ESG performance,
suggesting that quality—not quantity—of board engagement matters most (Buch
Thu, 2024; Chang et al., 2024).

Ownership Concentration: Largest Shareholder’s Shareholding. Ownership
concentration presents a double-edged sword. On the one hand, large shareholders
have strong incentives to monitor management closely, which could theoretically
support long-term ESG investments (Bayong et al., 2024; A. K. F. Ma & Chen,
2024). On the other hand, controlling shareholders often prioritize their own short-
term interests, sidelining broader stakeholder concerns. Empirical research offers
mixed findings, with many studies showing that concentrated ownership is
associated with weaker ESG performance, especially when controlling shareholders
are focused on rapid financial returns (Chan et al., 2012; Jiang et al., 2023; Liu &
Lee, 2024).

Management and Chairman Shareholding. When executives and chairs hold
significant equity stakes, their interests are better aligned with the long-term health
of the firm. This alignment may encourage deeper commitment to ESG initiatives,
as sustainable performance enhances firm value over time. Empirical studies
frequently support this perspective, showing a positive link between management
ownership and ESG outcomes (Burke, 2022; Shu et al., 2024).

However, excessive managerial ownership can entrench executives, reducing

accountability and potentially allowing them to pursue personal agendas, which
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might not always align with strong ESG performance (Abu Khalaf, 2024; Anyigbah
et al., 2023).

State-Owned Enterprises (SOEs). SOEs are typically more exposed to
government regulations and social obligations. In China, SOEs face political
pressure to set examples of responsible corporate behavior, which often translates
into stronger ESG disclosure and performance(Zhao et al., 2024). Studies confirm
that SOEs tend to outperform private firms on ESG metrics due to their public
accountability(Ji et al., 2025; Voinea et al., 2022; Xiao & Xiao, 2025).

Nevertheless, critics argue that SOEs may focus on formal compliance rather
than substantive ESG integration. Additionally, bureaucratic inertia and
inefficiencies in SOEs could undermine the quality of ESG initiatives despite higher
disclosure rates (Ji et al., 2025; Sun et al., 2022; Zhao et al., 2024).

In the context of Chinese listed companies, the integration of ESG practices
into corporate strategy has become a defining challenge for boards and executives.
Table 1.11. presents a cross-section of recent empirical studies exploring how ESG
performance, board characteristics, and external pressures such as media sentiment
shape firm outcomes. These studies span diverse contexts but share a common focus:
they examine how governance structures and stakeholder expectations influence
resilience, value creation, and strategic adjustment. This body of evidence is
particularly relevant for understanding how Chinese companies can strategically
manage CSR to align sustainability commitments with financial performance.

For a dissertation focused on strategic CSR management in Chinese listed
firms, this table offers foundational insights. It reflects how ESG engagement is no
longer optional or isolated—it is embedded in decision-making at the board level
and closely linked to how firms are perceived and valued. More importantly, it shows
that ESG practices deliver tangible outcomes when integrated with governance,

media strategy, and long-term planning.
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Table 1.11. Comparative Studies on ESG Impact, Board Governance, and
Strategic Corporate Outcomes Across Contexts*

Authors Dependable Independent Sample Main findings Lend support to
variables variables
A positive
association:
- Negative ESG media boards
CEO coverage increases the | increasingly treat
dismissal — U.S. firms likelihood of CEO ESG issues as
analvzed as Negative ESG- (sample size dismissal. material, holding
the 0}; tcome related media not specified - Dismissals are more | CEOs accountable
. coverage, with in the likely when the media | for negative ESG
(Burke, following ; . . .
2022) negative emphasis on abstreet), with source is prominent. exposure—even
media coverage in empirical data - Firms with strong when indirect.
coverage of high-profile tracking media ESG oversight and This reflects a
ES G-regla ted media outlets coverage and | active boards are more growing board-
(SsUes CEO turnover | responsive in removing | level integration of
CEOs after ESG ESG concerns and
controversies. external pressure
from media and
stakeholders.
Corporate A strong positive
resilience — association:
firms’ ability - Green boards environmental
. Green board of . .
to withstand directors — significantly enhance expertise at the
and recover defined as board Chinese A- corporate resilience. board level fosters
from members with share listed - Mechanism analysis resilience by
disruptions, . firms on the shows this occurs embedding
. environmental . .S
likely . Shanghai and through: sustainability into
(Huang et expertise, e
measured L Shenzhen (1) Alleviating firm strategy,
al., 2025) sustainability- . . .
through related Stock financing constraints | reducing risks, and
performance . Exchanges, (2) Promoting enabling
. experience, or : . :
stability or - . observed from environmental innovation and
affiliation with .
post-shock reen 2015 to 2023 protection values resource access.
recovery green (3) Stimulating green
. organizations . .
(exact metric innovation
not specified
in the abstract)
_ ESG performance A strong positive
. . . association: ESG
Shanghai and | significantly improves erformance is a
Total Factor ESG Shenzhen A- TFP (1% significance pertor
.. . ) key driver of long-
Productivity performance — share listed level; R? > 0.8). term productivit
(Y. Zhang | (TFP)—used | assessed for its firms in - ESG enhances P Y-
. . . . It strengthens firm
et al., as a proxy for influence on China, with productivity through e
) ) . adaptability and
2025) high-quality TFP and firm- panel data energy efficiency and o
. . competitiveness,
corporate level covering the resource allocation articularly in
development development period 2009— optimization. p nce rtaii,l
2023 - Effects are stronger in v
environments,

non-state-owned firms,

aligning
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(G)

governance shows no
significant effect.

Authors Dependable Independent Sample Main findings Lend support to
variables variables
especially under high | sustainability with
uncertainty. value creation.
A negative
- ESG controversies association,
. moderated
have a significant ositively: ESG
ESG 1,414 negative effect on firm p Y- 5
. . . controversies
Firm controversies — | observations performance.
. . reduce
performance — | negative events | from publicly - Board gender
. . . . . L performance, but
(Ab Aziz assessed in or practices listed firms in diversity and overnance
etal., relation to related to ASEAN-5 sustainability gover .
. . : mechanisms like
2025) ESG environmental, countries, committees help .
. : i . gender-diverse
controversy social, or covering the mitigate these negative boards and
exposure governance period 2017— effects by reducing o
. . . sustainability
1ssues 2023 controversy intensity .
. committees can
and enhancing :
. buffer the impact
corporate reputation. .
and improve
outcomes.
- ESG performance A strong
significantly improves positive
Corporate corporate sustainability | association: ESG
S ESG .
sustainability performance. is a key enabler of
performance — . R .
performance — - Social governance (S) | sustainability, with
assessed across . : . . )
measured as a . Chinese A- is the most impactful amplified impact
C . three pillars: . ; : I
multidimensio . share listed ESG dimension. when institutional
(W. Zhang . Environmental, . .
ot al nal indicator Social. and companies, - Effects are stronger quality and firm
i of a firm’s ’ covering the under stricter conditions are
2025) Governance . .. . .
long-term . . period 2010— regulation, in firms supportive. Social
. (with emphasis : .
environmental . 2021 with better internal governance leads
. on the social (S)
, social, and . . control, and at non- the way among
. dimension as . . )
strategic . . mature life stages. ESG dimensions.
most influential)
outcomes - ESG also enhances
access to credit and
financial performance.
- ESG performance A strong and
. conditional
ESG significantly enhances oo
Corporate positive
. performance — corporate value. .
value — likely . . association: ESG
assessed as an Chinese A- - Media and analyst
measured by . . . boosts corporate
overall score share non- attention mediate this
market-based C . . value through
.y and by financial listed relationship by
(Zheng et indicators oo . . . stakeholder
individual enterprises, increasing stakeholder e
al., 2022) such as . visibility
- components: using panel pressure. .
Tobin’s Q or . . h mechanisms. The
similar firm Environmental | data covering - Environmental and offect varics b
. (E), Social (S), 2011-2020 social factors positively . . y
valuation industry impact
metrics and Governance affect value;

and investor
structure,

underscoring the
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Authors Dependable Independent Sample Main findings Lend support to
variables variables
- ESG only improves role of external
value in non-heavily perception and
polluting firms and firm type in ESG’s
those with lower value contribution.
institutional ownership.
Corporate A positive and
strategic strategic
responses, association: firms
specifically: - Positive media ESG | actively respond to
- sentiment significantly external ESG
Differentiation Media ESG influences firms to pressures from
strategy sentiment — align strategically to media by
— Cost quantified using Chinese A- reduce ESG-related realigning
leadership machine share listed reputational risk. competitive
(Tan et al., strategy — learning and text | companies, | - This effect is strongest | strategies. Media
2025) measured in | analysis on over | covering the in the social and sentiment emerges
terms of firms’ two million period 2007— | governance (S and G) as a powerful
alignment news articles 2022 dimensions. external force
with these from Baidu - Firms respond by influencing ESG
strategic News adjusting toward both | engagement under
postures in differentiation and cost | the lens of RDT.
response to leadership strategies.
ESG-related
media
sentiment

* - prepared by the author based on the following sources referenced in the table.

The findings from these studies offer several clear implications for strategic

CSR management in Chinese listed companies. First, ESG performance consistently

supports corporate value,

sustainability,

and resilience—particularly when

embedded in core governance processes. The research by W. Zhang et al. (2025) and

Y. Zhang et al. (2025) confirms that ESG is not merely symbolic; it directly enhances

sustainability performance and long-term productivity. In volatile environments, it

becomes a mechanism for adaptation, especially when combined with strong internal

controls and stakeholder engagement.

Second, board structure and composition matter. Huang et al. (2025) show

that “green” directors—those with environmental expertise—enhance resilience,

while Zheng et al. (2022) and Burke (2022) emphasize the role of boards in
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responding to public scrutiny and media-driven ESG narratives. These findings
support the argument that CSR cannot be separated from corporate governance—it
is shaped by who sits at the table, what values they hold, and how effectively they
monitor and steer strategy.

Third, external perception and media sentiment play a growing role in driving
ESG-related outcomes. Tan et al. (2025) demonstrate that firms are actively
adjusting their strategies to align with media-driven ESG expectations. This aligns
with the stakeholder-oriented view central to the dissertation and highlights the
importance of transparency, communication, and reputation management in
delivering CSR that resonates.

Finally, the mixed findings on ESG controversies (Ab Aziz et al., 2025) serve
as a caution: ESG performance adds value, but ESG failures are costly. Strong
governance structures—such as diverse boards and active sustainability
committees—can buffer against controversy and help firms recover from
reputational damage. This reinforces the need for proactive, integrated CSR
governance that goes beyond disclosure to focus on real impact.

Together, these studies provide a roadmap for strategically managing CSR in
Chinese listed firms. They highlight the importance of aligning ESG goals with
governance quality, stakeholder expectations, and economic imperatives—precisely

the nexus this dissertation seeks to explore.
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Summary of Chapter 1

Chapter 1 lays the theoretical groundwork for understanding the evolving role
of corporate social responsibility (CSR), environmental, social, and governance
(ESG) performance, and corporate governance in the strategic management of
Chinese listed companies. It begins by clarifying the conceptual foundations of CSR
and ESG, tracing their distinct origins and highlighting their convergence in modern
corporate strategy. CSR is presented as an ethical commitment rooted in stakeholder
theory and voluntary responsibility, while ESG has emerged from investor-driven
frameworks emphasizing measurable, risk-related disclosures.

The chapter emphasizes that, although CSR and ESG are often treated as
interchangeable, they serve different purposes. CSR focuses on ethics, reputation,
and corporate citizenship, while ESG translates those values into quantifiable
metrics that influence investor behavior and financial performance. When integrated
effectively, CSR and ESG reinforce one another—CSR provides legitimacy and
intent, ESG brings structure and accountability. The chapter includes analytical
comparisons and real-world examples, illustrating the operational and strategic
integration of both concepts across environmental performance, social impact,
governance practices, and stakeholder engagement.

The second part of the chapter explores CSR strategies in the Chinese context.
Using a data-driven typology, firms are classified into CSR Leaders, Developers,
and Minimalists. The findings show that firms with comprehensive CSR strategies
outperform their peers in financial, operational, and reputational dimensions. CSR
engagement in China is shaped by industry dynamics, ownership structures, and
regulatory pressures, revealing significant heterogeneity across firms. Larger and
more competitive firms tend to lead in CSR, while others maintain minimal

compliance. This section confirms that CSR, when treated as a strategic function



88

rather than a compliance tool, contributes meaningfully to long-term sustainability
and market positioning.

The final section of Chapter 1 examines how internal corporate governance
and managerial psychology influence ESG performance and strategic CSR
outcomes. In particular, the role of CEO overconfidence and board characteristics is
explored through recent empirical studies. The evidence shows that leadership traits,
board structure, and governance mechanisms affect ESG effectiveness, either
reinforcing or undermining sustainability efforts. Studies on Chinese A-share
companies confirm that green expertise on boards, balanced CEO power, and clear
committee structures enhance resilience and ESG alignment. However, excessive
executive dominance or weak stakeholder oversight can lead to symbolic
compliance and reputational risks.

Taken together, this chapter builds a strong theoretical and empirical
foundation for the dissertation. It shows that CSR and ESG must be managed
strategically and not treated as isolated responsibilities. Effective integration
depends on robust governance, credible leadership, and alignment with stakeholder
expectations. In Chinese listed companies, these factors are especially critical, given
the fast-changing regulatory landscape and increasing global scrutiny. This chapter
sets the stage for the empirical investigation to follow, which explores how corporate
governance, reporting practices, and economic performance are interlinked in

China’s CSR landscape.



88

CHAPTER 2. STRATEGIC DRIVERS OF CSR IN CHINESE LISTED
COMPANIES: GOVERNANCE STRUCTURES, ESG DISCLOSURE, AND
FINANCIAL OUTCOMES

2.1. Strategic Board Design and Its Influence on CSR Reporting and ESG

Disclosure

This subsection examines how corporate governance structures—particularly
board composition and oversight mechanisms—shape the quality of sustainability
reporting in Chinese listed firms. The analysis focuses on five board-related factors:
size, independence, CEO duality, meeting frequency, and the number of specialized
board committees. These variables are central to understanding whether internal
governance systems support or hinder transparency in ESG-related disclosures.

The rationale for this analysis stems from the growing expectation that boards
should not only safeguard shareholder value but also promote responsible corporate
conduct. In China’s evolving regulatory and market environment, firms face
increasing pressure to move beyond symbolic CSR statements and demonstrate
measurable commitments to sustainability. This section tests whether governance
structures influence the depth and credibility of ESG reporting, thus serving as a
strategic lever in the broader management of corporate social responsibility.

Building on the theoretical foundations and empirical gaps discussed in
Chapter 1.3, this study formulates the following hypotheses to guide the analysis:

« Hypothesis 1: Board size is positively associated with sustainability reporting.

« Hypothesis 2: Board independence is positively associated with sustainability
reporting.

« Hypothesis 3: CEO duality is negatively related to sustainability reporting.
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o Hypothesis 4: Board meeting frequency is negatively associated with
sustainability reporting.

« Hypothesis 5: The number of committees is positively related to sustainability
reporting.

This study uses data from Chinese A-share listed companies over the period
2013 to 2023, covering firms on both the Shanghai and Shenzhen Stock Exchanges.
Information on sustainability report disclosures, board characteristics, and control
variables was drawn from the CSMAR database, while ESG scores were sourced
from Huazheng Index Co., Ltd.

To ensure data integrity, original annual reports were reviewed to correct
missing or erroneous entries. Continuous variables were winsorized at the 1% level
to reduce the influence of outliers.

The sample was refined through a three-step process: (1) firms with abnormal
listing status, including ST and delisted companies, were excluded; (2) financial
firms were removed; and (3) companies with incomplete data were omitted. The
final balanced panel dataset comprises 2,017 firms and 22,187 firm-year
observations.

All data preparation and analysis were conducted using Stata 18 and Excel
2021.

Variable Definition. This study examines two key dependent variables: the
disclosure of sustainability reports (CSRI) and the ESG score (ESG Score), the
latter used for robustness checks. CSRI is measured as the natural logarithm of the
sum of ten disclosure items reported in the CSMAR database. A higher CSRI value
indicates more comprehensive disclosure of sustainability information. The ESG
score captures the firm’s performance across the environmental, social, and
governance dimensions; a higher score signals stronger overall ESG performance

(see Table 1).
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The independent variables reflect five core aspects of board characteristics.
Board size (BoardSize) refers to the total number of board members in a given fiscal
year. While a larger board may bring more diverse perspectives, it can also reduce
decision-making efficiency. Board independence (BDIndep) is calculated as the
proportion of independent directors to total board members, reflecting the strength
of external oversight; a higher proportion typically enhances governance quality.
CEOQO duality (CEODuality) is a dummy variable indicating whether the chairman
also serves as CEO, capturing potential governance effects of leadership
concentration. Board meeting frequency (BDMeetings) is measured as the natural
logarithm of the number of board meetings held annually. Frequent meetings may
signal active problem-solving but can also suggest complex or contentious decision-
making processes. Number of board committees (BDCommittees) captures the
count of formal committees, such as audit or nomination committees, reflecting the
depth and specialization of the board’s governance structure (see Table 1).

Control variables include return on assets (ROA), an indicator of corporate
profitability and resource efficiency; leverage (LEV), calculated as the debt-to-
equity ratio, which reflects financial risk; firm age (AGE), expressed as the natural
logarithm of the years since founding, indicating governance maturity; firm size
(SIZE), measured as the natural logarithm of total assets, representing the scale of
operations and public exposure; and Big4 audit status (Big4), a dummy variable
identifying whether the firm is audited by one of the Big Four accounting firms,
widely associated with higher audit quality and financial reliability (see Table 2.1).

Table 2.1. Variable definitions and measurements

Variable \ Abbreviation \ Variable Definition
Dependent Variable: Sustainability Report

Disclosure of sustainable development

CSRI reports, logarithm of the sum of 10

disclosure items in the Guotai An database

Sustainability
Report Disclosure
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Variable Abbreviation Variable Definition
ESG Scores ESG Score Huazheng ESG Score
Independent Variable: Board characteristics
Board size BoardSize Total number of board members
Ratio of : :
independent BDIndep Number of independent directors/total

) number of board members
directors

CEO duality | CEODuality | Cl&irman Concurrg?ggly__sgrves as CEO = 1;

Board meeting BDMeetings The natural logarithm of the number of

frequency board meetings held in the year
Number of . Number of committees established in the
. BDCommittees :
committees board of directors
Control Variables
Return on Assets ROA The ratio of net profit to total assets
Leverage Ratio LEV Total liabilities divided by total assets
The natural logarithm of the value obtained
: by subtracting the establishment year of
Firm Age AGE the firm from the reporting period of the
firm
Firm Size SIZE The natural logarithm of the firm's total
assets
: : : Audited by the Big Four audit firms = 1;
Big4 Audit Big4 Other=0

Regression Model. To test these hypotheses, we estimate the following two
models using balanced panel regression models. Model 1 tests the impact of board
characteristics on sustainability reporting disclosure, and Model 2 is used for
robustness tests.

CSRI;; = ay + a;BoardSize;; + a,BDIndep;; + a3;CEODuality;; +
a,BDMeetings;; + asBDCommittees;; + agROA;; + a,Leverage;; + agAge;; +
aqSize; + a,Bigd;; + €;:(Eq 2.1)
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ESG Score;; = ay + a;BoardSize;; + a,BDIndep;; + a3 CEODuality;; +
a,BDMeetings;; + asBDCommittees;; + agROA;; + a,Leverage;; + agAge;; +
aqSize;; + aqoBigd;; + €;:(Eq 2.2)

In both models, i is the i th firm. ¢ is the ¢ th year. CSRI;;1s the sustainability
report publication of the i th firm in year ¢ . BDIndep;;denotes Independence of the
board of directors. BDIndep;; denotes Independence of the board of directors.
CEODuality;denotes Chairman  also serves as CEO. denotes
BDMeetings;; Frequency of board meetings. BDCommittees;,denotes Number of
committees established. denotes Return ROA;;on assets. denotes Leverage;;Debt-
to-asset ratio. Age;;denotes Number of years the company has been listed.
Size;;denotes Size of the company's assets. Big4;;denotes Whether it is audited by
one of the Big Four accounting firms. a,is the constant term. «;is the coefficient of
independent variables, which can judge the positive and negative direction of the
influence of the variable. g;;represents the error term.

Table 2.2 presents the descriptive statistics of all variables analyzed in this
study. It reports the sample size (Obs), minimum (Min), maximum (Max), mean
(Mean), median (Median), and standard deviation (SD). The average value of
sustainability report disclosure (CSRI) is 1.722, suggesting that while most
companies disclose some or all sustainability-related information, a notable share
still provides no such disclosure. The average board size (BoardSize) is 8.588,
indicating that Chinese listed companies typically have about nine directors. The
mean proportion of independent directors (BDIndep) stands at 0.377, reflecting a
relatively low but internationally comparable level of board independence. The
average CEO duality (CEODuality) value is 0.232, showing that approximately 23%

of firms combine the chairman and CEO roles.
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In addition, the control variables reveal considerable variation: return on
assets (ROA) points to differences in profitability; leverage (Leverage) indicates
varying financial risk; firm age (Age) reflects differences in market experience; firm
size (Size) captures asset scale disparities; and Big Four audit status (Big4)
highlights differences in audit quality. These characteristics together provide a solid
basis for the subsequent regression analysis (see Table 2.2).

Table 2.2 Descriptive statistics

VarName Obs Min Max Mean  Median SD
CSRI 19921 0.000 2.303 1.722 1.946 0.550
BoardSize 22187 3.000 18.000 8.588 9.000 1.695
BDIndep 22187 0.167 0.800 0.377 0.364 0.058
CEODuality 21414 0.000 1.000 0.232 0.000 0.422
BDMeetings 21488 0.693 4.060 2.213 2.197 0.394
BDCommittees 22187 0.000 8.000 3.961 4.000 0.481

ROA 22187  -30.688 108.366  0.029 0.030 0.793
Leverage 22187 -0.195  178.345  0.461 0.444 1.231
Age 22187 0.000 3.497 2.492 2.639 0.642
Size 22187 14942  28.697  22.536  22.376 1.380
Big4 21327 0.000 1.000 0.068 0.000 0.252

Source : Authors’ calculations.
4.2 Correlation Test. Table 2.3 shows the results of the correlation analysis
among the variables.

Table 2,3. Pearson Correlation Test

Board BDIn CEOD BDMee BDCom Lever

CSRI Size dep uality tings mittees ROA age Age Size g4
CSRI 1
BoardSiz | 0.041
e sk 1
BDIndep  O01° 04g0r 1
ek
CEODual | 505 0190« %119 4
ity Sk
BDrll\g:e“ 0016 g00s *%° 002 1
BDCom | 0.042 0.046* 0.028 N s 0.058%*
mittees skksk Kk skoskok 0012 * 1
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CSRI Bo.ard BDIn CEQD B]?Mee B]?Com ROA Lever Age Size Bi
Size dep uality tings mittees age g4
ROA Oﬁil 0.001  0.002 0.013** 0'01_4** -0.002 1
N * R ko N
Leverage 0.022 0'0>:7 0.002  0.021** 0'017 0.015**  0.277 1
skokk * sk
B * - - *k _
Age 0025 Y o015 gagzer 003 g gsguss PR
* - %k -
Size | G191 0254% 0033 4 e 0239 1y 0.036 0304
% 0.008
* - *k
Big4 0;2‘19 0'},20 Oﬁ? 0.021** 0'013 -0.000 0.003 0',?,:6 0;(,),:9,,:0 0,;3,24 1

Source : Authors’ calculations. Note: *** p<0.01, ** p<0.05, *p<0.1l,

The correlation analysis provides an initial understanding of the relationships
among the variables and their influence on sustainability reporting. The results show
that the correlation coefficients are consistently low, with none exceeding the 0.80
threshold, suggesting minimal multicollinearity concerns and limited interference
with the regression outcomes. Board size shows a slight positive correlation with
CSRI, while the proportion of independent directors also displays a weak positive
link, indicating that greater board independence may enhance the quality of
sustainability disclosures. The correlation between CEO duality and CSRI is near
zero, suggesting that combining the roles of chairman and CEO has little effect on
sustainability reporting. Board meeting frequency shows a modest positive
association with CSRI, and firms with a larger number of board committees tend to
report sustainability information more comprehensively. Among the control
variables, firm size shows a strong positive correlation with sustainability reporting,
while leverage is slightly negatively correlated.

The regression analysis (Table 2.4) investigates the influence of board
characteristics on firms’ sustainability reporting. The results indicate that board size

has no significant relationship with sustainability disclosure, providing no support
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for Hypothesis H1. In contrast, the proportion of independent directors shows a
significant positive association with CSRI, supporting Hypothesis H2 and

suggesting that greater board independence improves the quality of sustainability

reporting.
Table 2.4. Regression Results
1) (2) 3) “) 5 (6) Q)

CSRI CSRI CSRI CSRI CSRI CSRI CSRI
BoardSize 0.000 0.003
(0.10) (0.80)

BDIndep 0.154* 0.192%*
(1.96) (2.00)
CEODuality -0.016 -0.015
(-1.50) (-1.46)

BDMeetings -0.026** -0.028%**
(-2.55) (-2.69)

BDCommittees 0.035***  0.036%**
(2.96) (2.98)
ROA -0.014 -0.014 -0.014 -0.014 -0.014 -0.014 -0.014
(-1.15) (-1.15) (-1.15) (-1.14) (-1.18) (-1.14) (-1.15)

Leverage 0.007%%  -0.007**  -0.007**  -0.007%*  -0.007**  -0.007**  -0.007**
(-2.37) (-2.37) (-2.37) (-2.37) (-2.33) (-2.37) (-2.32)

Age 0.116%%%  0.116%**  Q.115%%% (. 112%%%  0.113%%*  Q.116%**  (.108***
(10.93) (10.86) (10.81) (10.37) (10.59) (10.88) (9.89)

Size 0.062%%%  0.062%**  0.062%%*  0.062%**  0.065¥**  0.061***  0.063%**
(8.63) (8.58) (8.66) (8.37) (8.91) (8.49) (8.48)

Big4 0.060%*  0.060%*  0.061**  0.061**  0.059%*  0.061**  0.061**
(2.20) (2.19) (2.22) (2.17) (2.16) (2.24) (2.16)
_cons 0.014 0.013 -0.046 0.046 0.016 -0.102 -0.168
(0.10) (0.08) (-0.30) (0.30) (0.11) (-0.66) (-1.01)
N 19080 19080 19080 18405 19064 19080 18389

Note: All variables are defined as shown in Table 1. Robust t statistics are in brackets. ***
p<0.01, ** p<0.05, * p<0.1.

The combined role of chairman and CEO, measured by CEO duality, does not
display a significant relationship with CSRI, offering no strong support for
Hypothesis H3. Interestingly, the frequency of board meetings is negatively
associated with sustainability report disclosure, aligning with Hypothesis H4 and
implying that more frequent meetings may reflect governance inefficiencies or
internal complexity that reduce disclosure levels.

Furthermore, firms that establish a higher number of board committees

demonstrate significantly greater levels of sustainability reporting, thus validating
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Hypothesis H5. The analysis also reveals meaningful effects from control variables:
firm age, size, and Big Four audit status exhibit consistent positive associations with
sustainability reporting, while leverage shows a negative relationship. Return on
assets (ROA), however, remains statistically insignificant in this context.

These findings, presented in Table 4, enhance the explanatory power of the
model by confirming that specific governance features, particularly board
independence and committee structure, play critical roles in shaping the depth and
quality of corporate sustainability disclosure.

To ensure the robustness of the study’s conclusions, we conducted additional
tests using ESG scores as an alternative dependent variable (Table 2.5). The results
show that board size is significantly negatively associated with ESG scores in simple
models, but this relationship disappears when multivariate controls are applied. This
reinforces the earlier finding that board size has no meaningful effect on
sustainability reporting.

Table 2.5. Robustness Test

) (2) 3) 4 (5) (6) Y]
ESG_Scor ESG_Scor ESG _Scor ESG Scor ESG Scor ESG_Scor ESG_Scor
e e e e e e e
BoardSize -0.022%** -0.000
(-3.41) (-0.05)
BDIndep 1.004%*** 1.084%**
(6.49) (5.76)
CEODuality -0.002 -0.009
(-0.10) (-0.46)
BDMeetings -0.108%** -0.109%*%**
(-5.38) (-5.33)
BbCommitiee 0.058%%  0.054%*
(2.47) (2.23)
LONG -0.006 -0.006 -0.006 -0.006 -0.006 -0.006 -0.006
(-0.81) (-0.78) (-0.79) (-0.82) (-0.77) (-0.82) (-0.77)
Leverage -0.009%* -0.009%* -0.009%* -0.009%* -0.009%* -0.010%* -0.009*
(-1.92) (-1.92) (-1.91) (-1.89) (-1.76) (-1.93) (-1.72)
Age -0.155%**  _0.163***  -0.162***  -(0.153%*%*  -0.164***  _0.155%**  -0.169***
(-8.23) (-8.60) (-8.60) (-8.00) (-8.66) (-8.25) (-8.76)
Size 0.211%** 0.215%** 0.212%** 0.207%** 0.222%%* 0.209%*** 0.219%**
(15.61) (15.84) (15.73) (15.04) (16.27) (15.49) (15.70)
Big4 0.204%** 0.212%** 0.209%** 0.209%** 0.200%** 0.207%** 0.211%**

(3.72) (3.85) (3.81) (3.71) (3.64) (3.77) (3.76)
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@ (2) 3 ) 5 (6) Y]
ESG_Scor ESG_Scor ESG_Scor ESG _Scor ESG_Scor ESG_Scor ESG_Scor

¢ (3 (3 (3 (3 (3 (3
_cons -0.302 -0.182 -0.697** 0.211 -0.301 0.499%  -0.826%**
(-1.07) (-0.64) (-2.43) (-0.74) (-1.07) -1.71) (-2.64)
N 21232 21232 21232 20501 21215 21232 20484

Note: All variables are defined as shown in Table 1. Robust t statistics are in brackets. ***
p<0.01, ** p<0.05, * p<0.1.

We find a strong and significant positive relationship between the proportion
of independent directors and ESG scores, further supporting Hypothesis 2. In
contrast, the relationship between CEO duality and ESG scores remains negative but
statistically insignificant, offering no support for Hypothesis 3.

Interestingly, the frequency of board meetings shows a significant negative
association with ESG scores, confirming Hypothesis 4 and suggesting that more
frequent meetings may reflect governance challenges rather than effective oversight.
Moreover, companies with a higher number of board committees demonstrate a
significant positive relationship with ESG scores, validating Hypothesis 5 and
indicating that specialized committee structures contribute to stronger sustainability
performance.

Control variables such as return on assets, leverage, age, firm size, and Big
Four audit affiliation also display varying levels of significance and direction of
effect on ESG outcomes, further strengthening the explanatory power of the model
(Table 2.5).

Thus, this study provides valuable insights into how board characteristics
shape the sustainability reporting practices of Chinese listed firms. The results offer
a mixed yet nuanced picture, enriching our understanding of the governance—
sustainability relationship.

First, the finding that board size shows no significant relationship with
sustainability disclosure challenges some earlier assumptions in the literature. While

larger boards are often expected to bring diverse expertise and improve oversight,



98

our results suggest that size alone does not guarantee better ESG outcomes. This
aligns with prior work emphasizing that overly large boards can introduce
inefficiency and weaken accountability, limiting their capacity to drive meaningful
sustainability practices.

Second, the strong and significant positive association between board
independence and sustainability reporting confirms the importance of independent
oversight. Firms with a higher proportion of independent directors tend to disclose
more comprehensive sustainability information, supporting the idea that
independent voices help hold management accountable on ESG matters. This result
echoes earlier research that positions board independence as a key pillar of effective
governance (Anyigbah et al., 2023; Azzam, 2024).

Third, the lack of a significant relationship between CEO duality and
sustainability disclosure points to the complexity of this governance feature. While
agency theory warns that combining the roles of CEO and chair concentrates power
and weakens board independence, stewardship theory suggests that unified
leadership can strengthen strategic alignment. Our findings suggest that, in the
Chinese context, CEO duality neither significantly enhances nor harms ESG
reporting. This result adds to the growing body of evidence highlighting the
contextual nature of CEO duality’s impact (Kazim et al., 2024; Voinea et al., 2022).

Fourth, the significant negative association between the frequency of board
meetings and sustainability disclosure presents an intriguing insight. Rather than
signaling active engagement, more frequent meetings may reflect underlying
governance challenges or crisis management, reducing the board’s ability to focus
on long-term ESG goals. This finding reinforces prior studies that caution against
interpreting high meeting frequency as a universal marker of good governance

(Bayong et al., 2024; Zhu et al., 2024).



99

Finally, the positive and significant effect of the number of board committees
on sustainability reporting underscores the value of specialized governance
structures. Firms with more committees appear better positioned to address the
complex, multi-dimensional demands of ESG disclosure. This result aligns with
studies showing that committees focused on audit, risk, or sustainability can
strengthen board capacity and enhance the quality of non-financial reporting (Arif
et al., 2021; Buch Thu, 2024).

Importantly, the robustness tests using ESG scores as an alternative outcome
variable confirm the stability of these findings. The consistency between the main
models and robustness checks strengthens confidence in the results and signals that
governance factors matter not only for formal disclosure practices but also for
broader ESG performance (Table 2.6).

Table 2.6. Summary of hypothesis test results

Hypothes Description EX P Findings Conclusio
es Sign n
. o : : Not
Board size is positively associated with . Not
H1 Y . +  significant
sustainability reporting. . supported
Board independence is positively Significant
. . . o . +
H2 associated with sustainability reporting. + Supported
3 CEODuality is negatively associated ] i rll\ilf(':::an ¢ Not
with sustainability reporting. & ) supported

The frequency of board meetings is
H4 negatively associated with - - Supported
sustainability reporting.
The number of committees is positively N Significant
correlated with sustainability reporting. +

Supported

Overall, this study contributes to the literature by offering evidence from an

emerging market context, addressing gaps identified in prior research (Jiang et al.,
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2023; Madhura et al., 2024). While board independence and committee structures
emerge as central drivers of sustainability disclosure, the roles of board size, CEO
duality, and meeting frequency appear more complex and context-dependent. For
scholars, these findings highlight the need for nuanced, context-aware theorizing
about governance effects. For practitioners, they point to the governance features
most likely to strengthen ESG practices, offering guidance for firms and regulators
seeking to align with international sustainability standards.

The aim of this study was to examine how board characteristics influence
sustainability reporting among Chinese listed firms. Using a large panel dataset
covering A-share companies from 2013 to 2023, we analyzed the effects of board
size, board independence, CEO duality, board meeting frequency, and the number of
board committees on firms’ sustainability disclosures. To ensure the robustness of
the findings, we conducted additional tests using ESG scores as an alternative
dependent variable.

The results offer several key insights. Board independence and the number of
committees showed a significant positive relationship with sustainability reporting,
highlighting the importance of strong governance structures and specialized
oversight. In contrast, board size and CEO duality did not show significant effects,
suggesting that these commonly studied features may have more limited or context-
dependent influence on ESG practices. Interestingly, we found that frequent board
meetings were negatively associated with sustainability disclosure, indicating that
more meetings do not necessarily translate into better governance or stronger ESG
outcomes.

While these findings contribute valuable evidence to the governance—
sustainability literature, they also come with limitations. This study focuses solely
on Chinese listed firms, and the results may not generalize to firms in other

institutional or cultural settings. In addition, while the analysis captures key board
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characteristics, it does not account for informal governance dynamics or the quality
of board interactions, which may also shape ESG outcomes.

Future research could extend this work by exploring how board member
expertise, diversity, or social networks influence sustainability performance.
Comparative studies across different countries or regions could also shed light on
how institutional contexts shape the governance—sustainability link. Finally,
qualitative research could help uncover the mechanisms behind the observed
quantitative patterns, offering a richer understanding of how boards drive ESG
practices in practice.

To deepen the analysis, the next section shifts focus from sustainability
reporting to broader ESG performance. While the initial findings highlight how
board structures influence disclosure practices, the following model incorporates
ownership dynamics and institutional context to assess their combined impact on
firms’ overall ESG outcomes. This expanded approach allows for a more
comprehensive understanding of how internal governance factors drive sustainable
behavior in Chinese listed companies.

Hypotheses. Based on the literature and theoretical reasoning, this study
proposes the following hypotheses:

o HI1: Board size is positively correlated with corporate ESG performance.

« H2: Board independence is positively correlated with corporate ESG
performance.

o H3: CEO duality is negatively correlated with corporate ESG performance.

« H4: The frequency of board meetings is negatively correlated with corporate

ESG performance.

o HS5: The largest shareholder’s shareholding ratio is negatively correlated with

corporate ESG performance.
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o H6: Management shareholding ratio is positively correlated with corporate

ESG performance.

« H7: Chairman’s shareholding ratio is positively correlated with corporate ESG
performance.

« HB&: State-owned enterprise status is positively correlated with corporate ESG
performance.

Data Source and Sample Selection. The dataset for this study consists of A-
share listed companies in China, covering both the Shanghai and Shenzhen Stock
Exchanges over the period 2013 to 2023. ESG performance data were sourced from
China Securities Index Co., Ltd., which provides standardized ESG scores that
reflect how well companies integrate environmental, social, and governance
considerations into their operations. Corporate governance, financial data, and other
firm-specific information were retrieved from the CSMAR database and cross-
checked with official annual reports.

To ensure reliability, several filtering steps were applied. First, financial firms
were excluded due to their distinct regulatory environment. Second, firms with
abnormal operational status—such as those flagged ST, *ST, or already delisted—
were removed. Third, any samples with missing critical data were excluded. Finally,
winsorization was applied to continuous variables to reduce the influence of extreme
outliers. After processing, the final sample consisted of 2,017 unique firms, yielding
22,187 firm-year observations. All statistical analyses were conducted using Stata
18, supported by data handling in Excel 2021.

Variable Overview. This study explores the relationship between corporate
governance structures and ESG performance using a clear framework of variables.

o Dependent variable: The primary outcome is ESG performance, reflecting

how effectively each firm addresses sustainability across environmental,
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social, and governance dimensions. The ESG score is scaled from 0 to 1, with

higher values indicating stronger sustainability practices.

o Independent variables: Governance characteristics are captured through
several key metrics. Board size reflects the total number of directors,
providing insight into board structure. Board independence measures the
proportion of independent directors, serving as a proxy for board impartiality
and oversight strength. CEO duality flags whether the CEO also chairs the
board, signaling potential power concentration. Board meeting frequency
indicates how often the board convenes, offering a view into board
engagement levels.

Ownership structure is another critical focus. The shareholding ratio of the
largest shareholder gauges ownership concentration, while management
shareholding reflects the alignment of executives’ financial interests with corporate
performance. The chairman’s personal shareholding is also tracked as a distinct
governance indicator. Finally, a state-ownership dummy variable identifies whether
a firm is state-controlled, recognizing the unique pressures and incentives faced by
SOEs.

« Control variables: To isolate governance effects, several firm-level controls
are included. Profitability is measured through return on assets (ROA), while
return on equity (ROE) is used in robustness checks. Firm size is proxied by
the natural logarithm of total assets, and leverage reflects the ratio of total
liabilities to total assets. Year and industry dummies control for time trends
and sector-specific effects to mitigate confounding influences.

This structure allows for a comprehensive analysis of how board
characteristics and ownership dynamics influence ESG outcomes, while ensuring

the results are robust to firm-specific and external factors (see Table 2.7 for details).
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Table 2.7. Variable definitions and measurements

Variable ‘ Abbreviation ‘ Variable Definition
Dependent Variable: ESG Performance
ESG Scores ‘ ESG ‘ Huazheng ESG Score

Independent Variable: Board characteristics and ownership structure

Board size BoardSize Total number of board members
. Ratio of Number of independent directors/total
independent BDIndep
. number of board members
directors
Two jobs in one CEODuality Chairman and CEO=1 , Other=0
: The natural logarithm of the number
Board frequency BDMeetings of board meetings held in the year
Shareholding ratio Shareholding ratio of the largest
of the largest Topl
shareholder
shareholder
Total shareholding ratio of the senior
Management management team (including
shareholding ratio ManagementShare chairman, general manager, deputy
general manager, etc.)
Chalrman s ChairmanShare The proportion of shares held by the
shareholding ratio chairman personally
State-owned :
enterprise dummy SOE If the company is a state-controlled

variable

enterprise = 1, Other = 0

Control Variables

Return on Assets ROA The ratio of net profit to total assets
Return on Equity ROE Net Profit to Shargholders Equity
Ratio
: . : The natural logarithm of the firm's
Firm Size Size
total assets
Leverage Ratio Leverage Total liabilities divided by total assets
years Year Year of data
The industry categories are assigned
industry Industry numerical values according to the

2012 standards of the China Securities
Regulatory Commission.
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Regression Model. To evaluate the proposed hypotheses, this study employs
a balanced panel regression approach. Two models are developed to ensure
robustness and clarity of results. Model 1 examines the direct effects of board
characteristics and ownership structure on ESG performance. Model 2 replicates the
analysis with alternative specifications to test the consistency of findings. Both
models are designed to control for firm-specific factors, time effects, and industry
variations, providing a comprehensive assessment of governance impacts on
corporate sustainability.

ESG;; = ay + a;BoardSize;; + a,BDIndep;; + a3 CEODuality;; +

a,BDMeetings;; + asTopl;; + agManagementShare;; + a,;ChairmanShare;; +
agSOE;; + agROA;; + a4Size;; + a;oLeverage;; + a4, Year;; + a;,Industry;; +

&i:(Eql)

ESG;; = ay + a;BoardSize;; + a,BDIndep;; + a3CEODuality;; +
a,BDMeetings;; + asTopl;; + agManagementShare;; + a,;ChairmanShare;; +
agSOE;; + agROE;; + aqSize;; + o ,Leverage;; + a4 Year;; + a;,Industry;; +

git(Eq2)

In both models, i is the i th firm. ¢ is the ¢ th year. ESG;;denotes the ESG
performance score of the i th firm in year ¢ . BDIndep;;denotes Independence of the
board of directors. CEODuality;,denotes Chairman also serves as CEO.
BDMeetings;;denotes Frequency of board meetings. Top1;.denotes Shareholding
ratio of the largest shareholder, representing equity concentration. ROA;;denotes
Return on assets . denotes Return on net assets ROE;;. Size;;denotes Asset size of
the company. Leverage;;denotes Debt-to-asset ratio. Year;,denotes Year of data.
Industry;;denotes Industry category of aythe company . is the constant term. «;is
the coefficient of independent variables, which can judge the positive and negative

direction of the influence of the variable. g;;represents the error term.
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Descriptive Analysis. Table 2.8. provides descriptive statistics for the key
variables used in the study. It reports the mean, median, minimum, maximum, and
standard deviation for each variable.

Table 2.8. Descriptive statistics

VarName Obs Min Max Mean Median SD
ESG 22088 0.416 0.929 0.728 0.731 0.055

BoardSize 22187  3.000 18.000 8.588 9.000 1.695

BDIndep 22187  0.167 0.800 0.377 0.364 0.058

CEODuality 21414  0.000 1.000 0.232 0.000  0.422
BDMeetings 21488  0.693 4.060 2.213 2.197  0.394
Topl 22187  0.003 0.900 0.329 0.303 0.150
ManagementShare 22187  0.000 0.791 0.060 0.000 0.120
ChairmanShare 20958  0.000 0.707 0.057 0.000  0.113

SOE 22018  0.000 1.000 0.453 0.000  0.498
ROA 22187  -0.292 0.194 0.027 0.030  0.066
ROE 22115  -1.017 0.341 0.037 0.058  0.168
Size 22187  14.942 28.697 22.536 22376 1.380
Leverage 22187  0.063 0.933 0.450 0.444  0.206
Year 22187 2013.000 2023.000 2018.000 2018.000 3.162
Industry 22187 1.000 19.000 4.791 3.000  3.501

Source: Authors’ calculations.

The average ESG score 1s 0.728, with a median of 0.731. This suggests that
ESG performance is generally strong across the sample and shows a relatively
narrow distribution. Board size has a mean of 8.6 members and a median of 9,
indicating that most boards are moderately sized. The average proportion of
independent directors 1s 0.377, with a median of 0.364, which aligns with Chinese
regulations requiring at least one-third of board members to be independent.
Regarding CEO duality, the mean is 0.232, showing that about 23% of firms
combine the roles of CEO and board chair. The mean frequency of board meetings

1s 2.21, confirming that most firms hold at least two board meetings annually.
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For ownership structure, the largest shareholder’s average stake is 32.9%, with
a standard deviation of 15% and a maximum of 90%, indicating that while many
firms have moderate concentration, a few exhibit highly concentrated ownership.
The mean shareholding of management is 6%, but the median is 0, showing that in
most firms, executives hold no shares. The same pattern is seen for chairman
shareholding, with a mean of 5.7% and a median of 0. This indicates that only a
minority of firms have significant insider ownership at the top levels. State-owned
enterprises make up 45.3% of the sample, suggesting a balanced representation of
SOEs and private firms.

Looking at control variables, the mean ROA is 2.7% with a median of 3%.
While most firms report positive profitability, some show losses, as reflected by a
minimum of -29.2%. ROE averages 3.7%, with a wider spread (standard deviation
of 16.8%), highlighting variability in returns to shareholders. The average firm size,
measured as the natural logarithm of total assets, is 22.54, with a standard deviation
of 1.38, indicating a fairly consistent size distribution across firms. Lastly, the
average leverage ratio is 45%, pointing to a moderate debt load relative to assets.

These statistics paint a clear picture of the sample’s governance and financial
characteristics, providing a solid foundation for the subsequent regression analysis.

Correlation Analysis Interpretation. Table 2.9 presents the Pearson
correlation coefficients for the main variables, offering an initial look at how board
characteristics, ownership structure, and control variables relate to corporate ESG
performance. Most correlations are statistically significant, which confirms that
meaningful relationships exist among the variables. However, the correlation values
are generally low, suggesting that multicollinearity is not a major concern in this
dataset. Despite the absence of strong correlations, it remains important to monitor
potential collinearity between specific variable pairs to maintain the robustness of

the regression analysis.
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*

Interpretation of Regression Results. Table 2.10 presents the results of the
multivariate regression analysis, highlighting the influence of governance and

ownership variables on corporate ESG performance. All models include controls for
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profitability (ROA), firm size, leverage, and fixed effects for year and industry. This
approach ensures the robustness and reliability of the estimates. Each column shows
how the key explanatory variables affect ESG performance as they are gradually
introduced into the models.

Table 2.10. Regression Results

(1) (2) (3) 4
ESG ESG ESG ESG
BoardSize 0.000 0.000
(1.20) (0.11)
BDIndep 0.055%** 0.049%**
(6.03) (5.21)
CEODuality -0.000 0.000
(-0.04) (0.03)
BDMeetings -0.005%** -0.006***
(-5.50) (-5.50)
Topl 0.004 0.007
(0.85) (1.42)
ManagementShare 0.014%* 0.015%*
(2.37) (2.37)
ChairmanShare 0.030%** 0.027%**
(4.20) (3.67)
SOE 0.005%** 0.006%**
(2.65) (2.99)
ROA 0.024%** 0.029%** 0.026%** 0.029%**
(4.49) (5.27) (4.69) (5.14)
Size 0.012%** 0.012%** 0.012%** 0.012%**
(17.62) (16.87) (16.74) (16.41)
Leverage -0.044%** -0.043%** -0.042%** -0.042%**
(-15.62) (-14.55) (-14.31) (-13.62)
Year -0.000** -0.000%*** -0.000 -0.000**
(-2.33) (-3.96) (-0.68) (-2.48)
Industry -0.000 -0.000** -0.000 -0.000
(-1.54) (-2.10) (-0.76) (-1.36)
_cons 0.971%** 1.365%** 0.639%** 1.080%**
(4.83) (6.26) (2.84) (4.50)
N 22088 20656 20708 19608

Note: All variables are defined as shown in Table 1. Robust t statistics are in brackets. *** p<0.01,
** p<0.05, * p<0.1.

Board Characteristics. The results show no significant relationship between
board size (BoardSize) and ESG performance. Coefficients remain close to zero, and

the t-values do not support statistical significance. Similarly, CEO duality



110

(CEODuality) displays no meaningful effect across the models. These findings do
not confirm Hypotheses 1 and 3.

By contrast, the proportion of independent directors (BDIndep) consistently
shows a significant and positive effect on ESG outcomes. This suggests that a higher
ratio of independent directors enhances ESG performance, supporting Hypothesis 2.
Meanwhile, the frequency of board meetings (BDMeetings) has a significant
negative relationship with ESG performance. Firms with more frequent board
meetings tend to show weaker ESG results, lending support to Hypothesis 4.

Ownership Structure. For ownership concentration, the largest shareholder’s
shareholding ratio (Topl) is not significantly related to ESG performance. The
coefficients are positive but lack statistical significance, offering no evidence for
Hypothesis 5. In contrast, both management shareholding (ManagementShare) and
chairman’s shareholding (ChairmanShare) have clear, positive, and statistically
significant effects. These results confirm Hypotheses 6 and 7, indicating that higher
ownership stakes by management and the chairman are associated with stronger
ESG performance.

The state-owned enterprise (SOE) variable is also significant and positive
across all models. This confirms Hypothesis 8 and suggests that SOEs are more
proactive in implementing ESG practices, likely due to regulatory pressure and
public accountability.

Control Variables. Among the control variables, profitability (ROA) shows a
strong positive impact on ESG performance. More profitable firms appear better
equipped to invest in sustainability. Firm size (Size) also has a significant positive
effect, indicating that larger companies are more active in ESG governance. In
contrast, leverage has a significant negative effect, implying that firms with higher

debt burdens are less likely to invest in ESG activities. Year and industry variables
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are generally insignificant, though some minor time trends and industry-specific
differences emerge in certain models.

In summary, the results underline the importance of independent directors,
managerial incentives, and SOE status in driving ESG performance, while also
highlighting the constraining effect of financial leverage.

Robustness Test Explanation. To confirm the reliability of the main regression
findings, a robustness check was conducted by substituting ROA with ROE as the
profitability measure. This adjustment allowed for testing whether the results held
when using an alternative indicator of financial performance. The comparison
between Table 2.11. and the main regression results in Table 2.10 shows strong
consistency in both the direction and significance of key variables. Specifically, the
positive effects of independent director proportion, management shareholding,
chairman shareholding, and state-owned enterprise status on ESG performance
remain stable across model specifications. These findings strengthen confidence in
the robustness and validity of the empirical results.

Table 2.11. Robustness Test

(1) (2) 3) 4
ESG ESG ESG ESG
BoardSize 0.000 0.000
(1.19) (0.10)
BDIndep 0.055%** 0.050%**
(6.03) (5.31)
CEODuality -0.000 -0.000
(-0.15) (-0.07)
BDMeetings -0.005%** -0.006***
(-5.47) (-5.53)
Topl 0.003 0.006
(0.64) (1.19)
ManagementShare 0.015%* 0.016%*
(2.53) (2.55)
ChairmanShare 0.030%** 0.027%%**
(4.19) (3.64)
SOE 0.005%*** 0.006***
(2.85) (3.17)
ROE 0.007*** 0.009%** 0.007*** 0.008***

(3.41) (4.23) (3.52) (4.03)
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e)) (2 3) 4)
ESG ESG ESG ESG
Size 0.01 1%+ 0.012%%% 0.01 1#+* 0.012%%*
(17.02) (16.25) (16.36) (16.05)
Leverage -0.043%% -0.042%% -0.041 %% -0.041 %%
(-15.22) (-14.14) (-13.91) (-13.23)
Year -0.000%* -0.000%** -0.000 -0.000%*
(-2.19) (-3.79) (-0.70) (-2.48)
Industry -0.000 -0.000%* -0.000 -0.000
(-1.58) (-2.14) (-0.80) (-1.39)
_cons 0.949%%* 1.334%%x 0.647%%* 1.084%%*
(4.72) (6.12) (2.88) 4.51)
N 22016 20587 20643 19544

Note: All variable definitions are shown in Table 1. Robust t statistics are in brackets. ***p<0.01,
**p<0.05, *p<0.1.

Discussion. This study set out to examine how board composition and
ownership structure shape ESG performance in Chinese listed companies. The
findings provide nuanced insights into which governance elements matter most for
driving corporate sustainability - and which do not. The summarized results are

presented in Table 2.12.

Table 2.12. Summary of Hypotheses and Results

Hypothesis Description Result Interpretation
Board size is positively Not Board size has no significant
H1 correlated with ESG effect; diversity alone may
supported :
performance not improve ESG outcomes.
Board independence is Independent directors
. : strengthen ESG performance
H2 positively correlated with Supported )
through enhanced oversight
ESG performance o
and accountability.
o . No meaningful impact
CEO duahty.ls negatively Not observed; unified leadership
H3 correlated with ESG P
Cformance supported | may not weaken ESG focus
pe in this context.
: . High meeting frequency
Board meeting frequency is . . :
: : may signal internal issues
H4 negatively correlated with Supported :
rather than proactive ESG
ESG performance
governance.
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Hypothesis Description Result Interpretation
Largest shareholder’s No significant relatlonshlp;
.. : Not concentrated ownership
H5 shareholding is negatively :

; supported neither helps nor harms
correlated with ESG ESG
Management shareholding is Managerial equity stakes

H6 positively correlated with Supported | align interests, encouraging
ESG performance stronger ESG commitment.
Chairman’s shareholding is Chairman ownership

g : strengthens ESG focus,
H7 positively correlated with Supported L o
aligning leadership with
ESG performance
long-term goals.
State-owned status is ﬁsn?l]ssrglfl]?;ior?; pﬁ;{ge

H8 positively correlated with Supported Sy EIe8 ry

and policy-driven ESG
ESG performance .
leadership.

First, the results confirm the positive influence of board independence.
Firms with a higher proportion of independent directors demonstrate significantly
better ESG performance. This supports the idea that independent directors can push
management to focus on long-term environmental and social goals. Their oversight
appears to strengthen corporate accountability and align decision-making with
broader stakeholder interests. These findings are in line with previous studies
emphasizing the critical role of independent directors in promoting responsible
business practices.

In contrast, board size and CEO duality do not show significant effects. While
theory suggests that a larger board might enhance diversity and improve governance,
the results do not support this assumption. Similarly, whether the CEO also serves
as board chair seems to have no meaningful impact on ESG outcomes in the sample.
These findings highlight that formal board structures alone may not be enough to
influence ESG performance without strong individual leadership and active

engagement.
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Interestingly, board meeting frequency shows a significant negative
correlation with ESG performance. This result suggests that more frequent meetings
are not necessarily a sign of effective governance. In China’s context, frequent
meetings may indicate that firms are dealing with operational challenges or internal
disagreements rather than proactively addressing ESG issues. This insight
underscores the importance of distinguishing between formal activity and genuine
governance quality.

The study also finds that ownership structure plays a critical role. Both
management shareholding and chairman’s shareholding are positively associated
with ESG performance. This supports the alignment-of-interests view: when key
executives have financial stakes in the company, they are more likely to prioritize
sustainable practices that enhance long-term value. This dynamic appears
particularly strong in firms where top leaders are personally invested in the
company’s success.

Conversely, the largest shareholder’s shareholding ratio does not have a
significant effect. This challenges the assumption that concentrated ownership leads
to weaker ESG outcomes due to a focus on short-term gains. In this dataset,
controlling shareholders neither significantly hinder nor enhance ESG performance,
suggesting a more complex relationship that may depend on specific shareholder
motives and contexts.

Finally, state-owned enterprises (SOEs) exhibit consistently stronger ESG
performance compared to private firms. This result confirms the influence of policy
mandates and regulatory scrutiny on SOEs, pushing them to lead in ESG disclosure
and compliance. Although some argue that SOEs focus on formal compliance rather
than substantive impact, their superior ESG scores indicate that state ownership still

plays a constructive role in advancing sustainability.
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The overall findings show that certain governance mechanisms - especially
board independence, managerial ownership, and state ownership - are effective
levers for enhancing ESG performance. At the same time, they highlight the limits
of relying solely on formal board structures or ownership concentration to drive
sustainable outcomes.

These findings are broadly consistent with earlier research emphasizing the
importance of independent directors and managerial ownership for corporate
sustainability. For example, Cheng and Courtenay (2006) found that board
independence enhances the transparency and credibility of ESG disclosures, aligning
with this study’s result that independent directors play a critical role in boosting ESG
performance. Similarly, Jo and Harjoto (2011) documented a positive relationship
between managerial ownership and corporate social responsibility, supporting the
view that equity-based incentives strengthen executives’ commitment to long-term
ESG goals. The confirmed advantage of state-owned enterprises also aligns with
evidence from Wang and Judge (2012), who highlighted that SOEs in China are
subject to stronger political and regulatory pressures, driving more robust ESG
disclosures.

At the same time, some of this study’s findings diverge from prior research.
While previous literature often suggests that board size correlates positively with
ESG outcomes due to diverse expertise (e.g., Rao & Tilt, 2016), this study found no
significant effect of board size. This might reflect differences in corporate culture or
the practical challenges of managing large boards in China’s institutional
environment. Moreover, although CEO duality is typically viewed as a governance
risk factor that undermines ESG performance (e.g., Khan et al., 2013), the lack of
significant impact here suggests that formal leadership roles alone may not dictate
ESG outcomes in Chinese firms, potentially due to contextual factors such as

informal networks and regulatory oversight.
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Therefore, this study investigated the impact of board composition and
ownership structure on ESG performance in Chinese listed firms. The results offer
clear evidence that board independence, management ownership, and chairman’s
ownership are key drivers of strong ESG outcomes. Firms with a higher proportion
of independent directors and significant insider ownership demonstrated stronger
commitments to sustainability. These findings highlight the importance of aligning
governance structures with long-term stakeholder interests.

In contrast, the study found no significant effect of board size or CEO duality
on ESG performance. This suggests that formal governance structures, such as the
number of directors or the dual role of CEO and board chair, may not be sufficient
on their own to influence sustainability outcomes. Interestingly, frequent board
meetings were associated with weaker ESG performance, indicating that more
meetings do not necessarily translate into better governance and may reflect
underlying operational issues.

The analysis also confirmed that state-owned enterprises outperform private
firms in ESG performance, reinforcing the critical role of regulatory oversight and
public accountability in advancing corporate sustainability. However, ownership
concentration by the largest shareholder did not show a meaningful relationship with
ESG outcomes, suggesting that concentrated ownership does not automatically
hinder or enhance ESG practices.

Overall, the findings underscore that effective ESG governance is not merely
a matter of formal structures but depends on active oversight, aligned incentives, and
broader institutional pressures. These insights are valuable for policymakers aiming
to improve ESG standards and for corporate leaders seeking to strengthen their
sustainability strategies. Future research could explore the qualitative aspects of
board engagement and the evolving role of informal governance mechanisms in

shaping ESG outcomes, particularly in emerging market contexts.
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In sum, the analysis shows that not all board characteristics contribute equally
to sustainability reporting. Board independence and the presence of specialized
committees play a clear and positive role, reinforcing the idea that targeted oversight
supports transparency. By contrast, commonly examined variables like board size
and CEO duality appear to have limited or inconsistent effects in the Chinese
context.

These findings suggest that quality of governance matters more than form.
Simply increasing the number of board meetings or expanding board size does not
guarantee better ESG disclosure. What matters is how governance mechanisms are
designed and used. These insights offer practical value for firms and regulators
seeking to strengthen ESG reporting through smarter board structures rather than

formal compliance alone.

2.2. Linking ESG Outcomes to Corporate Financial Performance:

Evidence from China's Regional Context

In recent years, environmental, social, and governance (ESG) practices have
shifted from peripheral initiatives to core components of corporate strategy. In
emerging markets like China, firms face growing pressure from regulators,
investors, and the public to align business models with sustainability goals. Yet
questions remain about whether ESG adoption delivers tangible financial benefits,
particularly in institutional environments that differ from those in developed
economies.

This section investigates the financial implications of ESG performance in
Chinese listed firms. It focuses on whether stronger ESG practices are linked to
improved profitability, as measured by return on assets (ROA). In addition to

examining overall ESG scores, the analysis disaggregates the effects of
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environmental, social, and governance components to capture their unique
contributions. The study also considers regional disparities, testing whether the
ESG-profitability link varies across China’s eastern, central, and western provinces.
This approach provides a more nuanced understanding of how local economic and
institutional contexts shape the value of corporate sustainability.

The integration of environmental, social, and corporate governance (ESQG)
practices into firm strategy has become an essential factor for evaluating corporate
sustainability and long-term performance, especially in emerging markets like
China. Recent studies emphasize that Chinese listed firms increasingly face
stakeholder pressure and regulatory requirements to strengthen ESG disclosure,
making the relationship between ESG and financial performance both timely and
significant (E. X. Liu & Song, 2025; Ruan & Liu, 2021).

Following the mixed arguments presented in the literature review in Chapter
1.3, this study formulates the following hypotheses to test the relationship between
ESG performance and financial outcomes in Chinese listed firms:

H1: Environmental performance 1is positively correlated with firm
performance.

H2: Social performance is positively correlated with firm performance.

H3: Corporate governance is positively correlated with firm performance.

H4: Overall ESG performance is positively correlated with firm performance.

Sample Selection and Data Sources. This study uses all A-share listed
companies on China’s Shanghai and Shenzhen stock exchanges from 2013 to 2023
to investigate the impact of ESG on the financial performance of Chinese listed
firms. Industries are classified based on the industry codes and category codes set
by the China Securities Regulatory Commission’s Guidelines for the Classification
of Listed Companies' Industries (2012 Revision).

The sample is refined through the following steps:
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(1) Excluding companies labeled as ST;

(2) Excluding companies with missing financial data;

(3) Excluding delisted companies;

(4) Excluding firms from the financial sector, including banks, insurance
companies, and similar.

All continuous variables are winsorized at the 1% and 99% levels to minimize
the influence of outliers. After applying these criteria, the final dataset includes
33,215 firm-year observations. Financial data are drawn from the CSMAR database,
while ESG ratings come from the Wind database. Stata 18 and Excel 2021 are used
to organize and analyze the panel dataset.

Variable Design and Measurement. This study uses static panel regression to
analyze the relationships among the variables. The dependent variable is return on
assets (ROA), a widely accepted measure of corporate financial performance in
empirical research. ROA serves as a comprehensive indicator, reflecting the overall
operational performance of a firm. A higher ROA signals that the company has
generated more profit within a given period, indicating stronger profitability (Wu &
Huang, 2022).

The independent variable is ESG performance (ESG), measured using the
Huazheng ESG rating system. This system includes nine levels, ranked from lowest
to highest: C, CC, CCC, B, BB, BBB, A, AA, and AAA. For analysis, these are
converted into scores from 1 to 9, with higher scores indicating better ESG
performance.

Control variables include firm size (SIZE), leverage ratio (LEV), growth rate
of operating revenue (GRO), number of board members (BOA), and firm age
(AGE). These were selected to capture key firm characteristics, as they represent

major internal factors that may influence corporate performance. The inclusion of
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control variables helps isolate the effect of ESG performance on ROA by minimizing

the influence of unrelated factors.

The definitions and details of all variables are provided in Table 2.13 Variables

Definition.

Table 2.13. Variables Definition

Variable Abbreviation Variable Definition
Dependent Variable: Corporate Performance
Return on ROA The ratio of net profit to total assets
Assets
Return on ROE Return on equit
Equity quty
Independent Variable: ESG
Evaluation indicator is sourced from the Social
ESG ESG Responsibility Report released by the Wind
database
Environment Evaluation indicator is sourced from the Social
E R Responsibility Report released by the Wind
Performance
database
Societ Evaluation indicator is sourced from the Social
Y S R Responsibility Report released by the Wind
Performance -
database
Corporate Evaluation indicator is sourced from the Social
b G R Responsibility Report released by the Wind
Governance -
database
Control Variables
Firm Size SIZE The natural logarithm of the firm's total assets
Leverage Ratio LEV Total liabilities divided by total assets
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Variable Abbreviation Variable Definition

Growth Rate of (Current period operating revenue- Previous
Operating GRO period operating revenue) / Previous period
operating revenue

Revenue
Number of BOA The natural logarithm of the total number of
Board Members board members

The natural logarithm of the value obtained by

Firm Age AGE subtracting the establishment year of the firm
from the reporting period of the firm

Ownershi The number of shares held by the largest
P TOP1 shareholder divided by the total number of
Concentration shares

Cash Ratio CASH The ratio of cash anjscsaeiil equivalents to total

Regression Model. This study posits that ESG in China has a significantly
positive impact on the financial performance of listed companies. To test this

hypothesis, this study will conduct an estimation analysis using a panel regression

model.
ROAit = (XO + a’lE_Rit + azsIZEit + agLEVit + a4GROit + asBOAit + QGAGEH; +

(X7T0P1it + a8CASHl't + Zyear + Z lnd + Eit (qu)
ROA; = ag + a1Sg;, + a,SIZE; + a3LEV + a4, GRO; + asBOA; + agAGE; + a,TOP1;
+ agCASH;; + z year + z ind + & (Eq2)
ROA; = ag + a,Gg;, + a3SIZE; + a3LEV;, + a4 GRO; + asBOA;; + agAGE;; + a;TOP1;;

+ agCASH;; + Z year + Z ind +¢; (Eq3)
ROAlt = ao + alESGlt + OZZSIZElt + 0(3LEVlt + a4GROlt + asBOAlt + QGAGElt +
a,;TOP1;; + agCASH;; + Y, year + Y, ind + €;; (Eq4)
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i 1s the ith firm. 7 is the #th year. ROA;;is the financial performance of the ith
firm in year ¢. E_R;; denotes environment. S_R;; denotes social. G_R;; denotes
corporate governance. «, is the constant term. «; is the coefficient of independent
variables, which can judge the positive and negative direction of the influence of the
variable. g;; represents the error term, Among them, ind represents industry fixed
effects, and year represents year fixed effects.

Descriptive Statistics. We conducted descriptive statistics for all variables over
the period 2013-2023, summarizing the minimum, maximum, mean, and standard
deviation for each variable. This provides an initial overview of the dataset. To limit
the influence of outliers that could distort the model results, we applied
winsorization. By setting appropriate upper and lower bounds, we adjusted extreme
values to fall within a reasonable range, ensuring the robustness of the analysis. The
summary of these statistics is presented in Table 2.14.

Table 2.14. Descriptive Statistics

Variable Obs Mean Std. Dev. Min Max
ROA 33215 0.034 0.063 -0.245 0.199
ESG 33215 4.147 1.017 1.000 6.000
E R 33215 2.016 1.168 1.000 6.000
S R 33215 4.601 1.650 1.000 9.000
G R 33215 5.256 1.320 1.000 8.000
SIZE 33215 22.309 1.302 19.940 26.370
GRO 33215 0.148 0.384 -0.554 2.311
LEV 33215 0.420 0.201 0.059 0.893
BOA 33215 2.109 0.196 1.609 2.639
AGE 33215 2.016 0.963 0.000 3.367
TOP1 33215 33453 14.729 8.260 73.560
CASH 33215 0.205 0.142 0.018 0.683

Source: Authors’ own calculations.

As shown in Table 2.14, the descriptive statistics indicate that the dataset
includes 33,215 observations, with no missing values across any variables. The

dependent variable, return on assets (ROA), has a mean of 0.034, meaning the
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average profitability across the sampled firms is 3.4%, which suggests an overall
acceptable performance. However, the standard deviation of 0.063 points to
significant variation in ROA among firms. The minimum value of ROA is -0.245,
highlighting that some firms are operating at a considerable loss, while the maximum
value of 0.199 reflects notable differences in profitability across the sample.

The ESG (Environmental, Social, and Governance) score has a mean of 4.147,
indicating that, on average, firms perform at a moderately high level in these areas.
Its standard deviation of 1.017 suggests a moderate spread in ESG performance.
Breaking this down, the average environmental score (E _R) is 2.016, the average
social score (S _R) is 4.601, and the average governance score (G_R) is 5.256. The
differing standard deviations across these dimensions indicate that variation is
especially pronounced in the social category.

Overall, the data distribution appears sound and provides a solid basis for
further statistical analysis.

Multicollinearity Test. To address potential multicollinearity in the analysis
of ESG performance and corporate financial performance, a pairwise correlation
analysis was conducted (Table 2.15). The correlation coefficients among the key
variables are all below the conventional multicollinearity threshold of 0.80,
indicating that multicollinearity is not a concern in this study.

Table 2.15. Pairwise correlations

V"Zisab' ROA ESG E_R S R GR | SIZE | GRO | LEV | BOA | AGE | TOP1 Cﬁs
ROA 1

gsG | 0201 1

pR | 00257 | 0496 )

s R | 00927 | 0.609%% [ 0286%* |

G R | 02597 [ 0641%* [ 0.005% | 0.062% :

sizp | 0041 [0217%% T0273% 1 0.190%* | 0.050%* :

EX - - ®% - *%
GRO 0'215 0.015%* | 0.036** O'Of 0.016%* 0'018 1

* * *
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Variabl | poa | EsG E R S R GR | SIZE | GRO | LEV | BOA | AGE | Top1 | €AS
es H
- - EES EES R EES EES
LEV | 0320% | o.1ore | 01OV | 007255 4G hgpss | 0481% 1 0.041 1
* * *
sk *ok s*ok sk B ok T
BOA 0‘019 0.0L7 0.018 0.02*1 0.021%* 0.236 0.003 0.112 1
*
- - sk - B sk - sk sk
AGE 0.169** | 0.101** 0’010 0.057** | 0.157** 0'436 0.062%* 0'311 0'110 1
* * * * *
ok sk sk _ ko k% *k k% -
TOP1 0‘118 0.026 0.02*9 . 0.15*3 0.127 -0.003 0.0,18 0.03‘2 0.065%* 1
0.011 >
sk s,k B sk sk - - B B - *
cash | 02367 | 0367 1 g3gun | 00387 1 020855 1 5 50n | 0.017%% | 0.419% | 0.096%* | 0.253+x | 09257 |
* * * * * *
Notes: This table reveals the correlation among variables of the current research. *** p<0.01, ** p<0.05, *
g p p
p<0.1.

The results show that ROA is significantly and positively correlated with
overall ESG performance (0.201, p <0.01), suggesting that stronger ESG practices
are associated with higher returns on assets. Moreover, ROA is positively linked to
the environmental (E_R), social (S_R), and governance (G_R) dimensions, with
coefficients of 0.025, 0.092, and 0.259, respectively (all significant at the 1% level).
Among these, the correlation between ROA and governance performance is the
strongest, underscoring the importance of governance factors in driving financial
outcomes, as expected by the study’s hypotheses.

Overall, these findings confirm that each ESG dimension contributes to
enhancing firm performance and that the selected variables pose minimal risk of
distorting the regression analysis due to multicollinearity.

Table 2.16 presents the regression results. The study uses multiple linear
regression to examine the effects of key variables on return on assets (ROA). Across
Models (1)—(4), both year and industry effects are controlled, and each model
includes 33,215 observations.

Table 2.16. Regression Results

1) (2) 3) 4)
VARIABLES ROA ROA ROA ROA
E R 0.0010%**

(3.5357)
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Q) (2) 3) 4
VARIABLES ROA ROA ROA ROA
S R 0.0031***
(15.0045)
G R 0.0051 ***
(17.3050)
ESG 0.0061 ***
(17.0371)
SIZE 0.0128*** 0.0120*** 0.0116%** 0.0111%**
(37.2495) (35.6935) (34.5976) (32.3200)
GRO 0.0380*** 0.0378*** 0.0383%%** 0.0383%%**
(34.3485) (34.4787) (34.8074) (35.0391)
LEV -0.1215%%* -0.1208%** -0.1104%** -0.1148%**
(-51.6532) (-51.4511) (-46.0821) (-48.6404)
BOA 0.0057*** 0.0053*** 0.0071%** 0.00627%**
(3.4143) (3.1761) (4.2637) (3.6986)
AGE -0.0066%*** -0.0057%** -0.0058%** -0.0055%**
(-18.4034) (-15.6891) (-16.2320) (-15.4273)
TOP1 0.0004*** 0.0004*** 0.0003*** 0.0004***
(18.0185) (18.7030) (16.4948) (17.6757)
CASH 0.0613*** 0.0617*** 0.0557%%** 0.0586%**
(22.1606) (22.4379) (20.1566) (21.3063)
Constant -0.2380%** -0.2287%** -0.2477%** -0.2266%**
(-31.0601) (-30.2629) (-32.6092) (-30.0798)
Year effect Yes Yes Yes Yes
Ind effect Yes Yes Yes Yes
Observations 33,215 33,215 33,215 33,215
R-squared 0.2759 0.2808 0.2847 0.2835
2 a 0.2751 0.2799 0.2839 0.2827
F 212.6901***  219.5182***  216.3298***  218.1331***

Note: All variables are defined as in Table 1. Robust t-statistics in parentheses.
w3k p<() 0], ** p<0.05, * p<0.1
The models show good overall fit, with R-squared values between 0.2759 and
0.2847 and adjusted R-squared values between 0.2751 and 0.2839. All models report
F-statistics above 210, significant at the 1% level (p < 0.01), confirming the joint
explanatory power of the independent variables on ROA.
In Model (1), the coefficient for environmental performance (E_R) is 0.0010
(t = 3.5357, p < 0.01), indicating a significant positive relationship: a one-unit
increase in environmental performance raises ROA by an average of 0.0010 units.

Model (2) shows that social performance (S_R) has a coefficient of 0.0031 (t =
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15.0045, p < 0.01), suggesting that improvements in the social dimension
significantly boost ROA by about 0.0031 units per unit increase.

Model (3) highlights governance performance (G_R) with a coefficient of
0.0051 (t =17.3050, p < 0.01), reflecting a strong positive effect where each one-
unit gain in governance performance leads to an average ROA increase of 0.0051
units. Finally, Model (4) shows that overall ESG performance has the largest
coefficient, 0.0061 (t = 17.0371, p < 0.01), meaning that each one-unit rise in the
ESG score lifts ROA by an average of 0.0061 units.

The constant terms in all models are significantly negative (p < 0.01),
indicating that other factors not included in the models exert a negative baseline
influence on ROA.

Overall, the findings show a clear and significant link between environmental,
social, governance, and combined ESG performance and firm profitability, offering
strong empirical evidence on how ESG factors shape financial outcomes.

Robustness Tests. To ensure the robustness of the results, we conducted
additional tests by replacing the dependent variable with ROE (Return on Equity).
As shown in Table 2.17, all four models used 33,215 observations and controlled for
both year and industry effects. The models showed solid explanatory power, with R-
squared values ranging from 0.2037 to 0.2131 and adjusted R-squared values from
0.2028 to 0.2122. The F-statistics exceeded 94 in all cases and were significant at
the 1% level, confirming the overall strength and fit of the models.

Table 2.17. Robustness Tests

@ (2) 3) C)]
VARIABLES ROE ROE ROE ROE
E R 0.0013%**
(2.0143)
S R 0.0065%**
(12.6181)
G R 0.0120%**

(15.8787)
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@ (2) 3) C))
VARIABLES ROE ROE ROE ROE
ESG 0.0142%**
(15.5415)
SIZE 0.0323*** 0.0304*** 0.0292%** 0.0280***
(33.0275) (31.9812) (31.0054) (29.1694)
GRO 0.0844*** 0.0840*** 0.0851 *** 0.0852***
(31.8021) (31.9119) (32.3111) (32.4629)
LEV -0.2293%** -0.2278%** -0.203 1 *** -0.2136%**
(-29.1111) (-29.0033) (-26.2693) (-27.5455)
BOA 0.0100** 0.0091** 0.0133*** 0.0111***
(2.4524) (2.2487) (3.2767) (2.7276)
AGE -0.0129%** -0.0110%** -0.0110%** -0.0104%**
(-16.5509) (-13.9508) (-14.0596) (-13.2291)
TOP1 0.0008*** 0.0008*** 0.0007*** 0.0008***
(15.8844) (16.5000) (14.3698) (15.5596)
CASH 0.0966*** 0.0976*** 0.0836*** 0.0905%***
(16.2983) (16.5324) (14.0436) (15.3016)
Constant -0.6393%** -0.6171%** -0.6585%** -0.6087%**
(-31.4021) (-30.8254) (-32.6408) (-30.6154)
Year effect Yes Yes Yes Yes
Ind effect Yes Yes Yes Yes
Observations 33,215 33,215 33,215 33,215
R-squared 0.2037 0.2078 0.2131 0.2118
2 a 0.2028 0.2069 0.2122 0.2109
F 94.6033*** 08.3956*** 96.3819*** 97.3960***

Note: All variables are defined as in Table 1. Robust t-statistics are in parentheses. ***
p<0.01, ** p<0.05, * p<0.1

In Model (1), the environmental performance (E_R) coefficient was 0.0013,
with a t-statistic of 2.0143, significant at the 5% level. This indicates that
improvements in environmental performance have a positive and meaningful impact
on ROE; specifically, each one-unit increase in E_R raises ROE by approximately
0.0013 units on average.

Model (2) focused on social performance (S _R), which had a coefficient of
0.0065 and a t-value of 12.6181, significant at the 1% level. This suggests that higher
social performance significantly enhances ROE, with each one-unit increase linked

to an average ROE rise of 0.0065 units.
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In Model (3), the governance dimension (G_R) showed a coefficient of 0.0120
and a t-statistic of 15.8787, also significant at the 1% level. This result demonstrates
that better governance performance has a strong positive effect, increasing ROE by
about 0.0120 units per one-unit improvement.

Finally, Model (4) examined the overall ESG score, which had a coefficient
0f 0.0142 and a t-value of 15.5415, again significant at the 1% level. This confirms
that stronger overall ESG performance meaningfully boosts ROE, with each one-
unit increase in the ESG score associated with an average ROE gain of 0.0142 units.

Together, these robustness tests reinforce the conclusion that firms’
environmental, social, governance, and overall ESG performance have significant
and positive effects on their return on equity.

Heterogeneity Analysis. Table 2.18. presents the results of the heterogeneity
analysis, where the sample is divided into eastern, central, and western regions to
examine how the effects of various variables differ across regions.

In the eastern region, the ESG coefficient is 0.0008 with a t-value of 1.8941,
significant at the 10% level (p < 0.1). This suggests that ESG performance has a
positive, though relatively weak, impact on the outcome variable in the east.

In the central region, the ESG coefficient is 0.0003 with a t-value of 0.3096,
which is not statistically significant. This indicates that ESG performance does not
have a clear or meaningful effect on the outcome variable for firms in the central
region.

In contrast, the western region shows a stronger relationship. Here, the ESG
coefficient is 0.0031 with a t-value of 3.1999, significant at the 1% level (p <0.01).
This demonstrates that ESG performance has a significant and relatively large
positive impact on the outcome variable among western firms, making it the

strongest effect observed among the three regions.
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These findings highlight the importance of accounting for regional differences
when assessing the role of ESG performance, as its influence varies considerably

across different parts of the country (see Table 2.18).

Table 2.18. The results of heterogeneity analysis

@ (2) 3)
VARIABLES East Central West
ESG 0.0008* 0.0003 0.003 1 ***
(1.8941) (0.3096) (3.1999)
SIZE 0.0141*** 0.0111%*** 0.0135%**
(15.9862) (6.2616) (7.0403)
GRO 0.0372%** 0.0315%** 0.0323%**
(41.6522) (19.0066) (18.2151)
LEV -0.1537%** -0.1494%** -0.144 1%**
(-41.43606) (-20.1778) (-19.0666)
BOA 0.0053 -0.0148** 0.0179%**
(1.5976) (-2.3648) (2.3897)
AGE -0.0175%** -0.0096%** -0.0103%**
(-19.6047) (-4.7018) (-4.4823)
TOP1 0.0004*** 0.0003*** 0.0002
(6.3330) (2.6173) (1.3473)
CASH 0.0419*** 0.0775%** 0.0597%**
(10.8114) (9.6325) (6.4557)
Constant -0.2240%** -0.1258%** -0.2556%**
(-11.4777) (-3.3669) (-6.0012)
Year effect Yes Yes Yes
Ind effect Yes Yes Yes
Observations 23,144 5,046 4,143
R-squared 0.2104 0.1960 0.2070
Number of id 3,460 699 545
2 a 0.0713 0.0652 0.0851
F 655.4567*** 132.2394%%** 117.1439%***

Note: All variables are defined as in Table 1. t-statistics are in parentheses. *** p<(.01,

% p<().05, * p<0.]

Regional Classifications and ESG Coefficients:

Eastern Region: Beijing, Tianjin, Hebei, Liaoning, Shanghai, Jiangsu,

Zhejiang, Fujian, Shandong, Guangdong, and Hainan.

ESG Coefficient: 0.0008* (p <0.1)
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Central Region: Shanxi, Jilin, Heilongjiang, Anhui, Jiangxi, Henan, Hubei,

and Hunan.

ESG Coefficient: 0.0003 (not significant)

Western Region: Inner Mongolia, Guangxi, Chongqing, Sichuan, Guizhou,
Yunnan, Tibet (Xizang), Shaanxi, Gansu, Qinghai, Ningxia, and Xinjiang.

ESG Coefficient: 0.0031*** (p <0.01)

Western Region
- Central Region
- Eastern Region

Figure 2.1. Regional Division of China: Western, Central, and Eastern

Provinces*
* - Source: Prepared by the author based on the official regional classification used by the National Bureau of

Statistics of China.

Thus, this study adds to the growing evidence that ESG performance is not
only an ethical or reputational matter but also a financial driver for firms in emerging

markets. As summarized in Table 2.19, the positive and significant relationships
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between environmental, social, governance, and overall ESG performance and firm

profitability confirm the study’s hypotheses. These findings align with prior research

showing that proactive environmental management can reduce costs and risks while

improving brand image (L1 et al., 2024; Liu & Song, 2025; X. Wang et al., 2024).
Table 2.19. Summary of Hypothesis Testing Results

Hypotheses Description Exp. Sign Findings Conclusion
Environment performance is
HI positively correlated with listed firm  + +  Supported
performance.
Society performance is positively
H2 correlated with listed firm + +  Supported
performance.
Corporate governance is positively
H3 correlated with listed firm + +  Supported
performance.
ESG performance is positively
H4 correlated with listed firm + +  Supported
performance.

The results on social performance reinforce past work suggesting that
employee engagement, customer loyalty, and community trust translate into
financial advantages (Chi et al., 2024; Pasko, Zhang, Proskurina, Sapych, et al.,
2024; Shu & Tan, 2023). Moreover, the strong influence of corporate governance
echoes findings that board independence, accountability, and internal controls
strengthen firm valuation and performance (Feng et al., 2025; Pasko, Kharchenko,
et al., 2024; Ruan & Liu, 2021).

Importantly, this study’s heterogeneity analysis reveals notable regional
variation, where ESG performance in western regions has a stronger financial impact
than in central or eastern areas. This finding supports the idea that local economic,
institutional, and stakeholder environments shape the ESG—performance link (Kuai

et al., 2025; Yu & Xiao, 2022). Firms in less developed regions may benefit more
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from ESG improvements because such efforts stand out more visibly, while in
developed eastern markets, ESG may already be an established norm (Ma et al.,
2024; Makridou et al., 2024).

The study also reinforces recent arguments that ESG efforts can improve
access to capital, enhance innovation efficiency, and strengthen supply chain
positioning (Guo, 2024; Wang, 2024; Zhu et al., 2024). However, it is essential to
acknowledge concerns raised in the literature about ESG greenwashing and the
uneven quality of ESG disclosures (Chen et al., 2024; Ma et al., 2024). These
challenges highlight the need for future research to move beyond correlations and
examine the causal mechanisms linking ESG practices to financial outcomes.

From a managerial perspective, the findings suggest that ESG integration
should be seen not as a cost center but as a strategic investment aligned with firm
performance (Barman & Mahakud, 2025; Deb et al., 2024). For investors, the study
reinforces the financial materiality of ESG metrics in evaluating firm value (Pasko
et al., 2023; Zhang & Liu, 2022). Policymakers should note the regional disparities
and consider tailored regulatory approaches to ensure that ESG-related benefits
reach all areas equitably (Liu & Yan, 2025; Lu & Gong, 2024).

Overall, this study extends the empirical literature by offering evidence from
China, a rapidly transforming market with unique institutional dynamics. While the
positive correlations observed here are promising, future work should explore
longitudinal effects, potential non-linear relationships, and sector-specific variations
to provide deeper insight into how ESG creates value over time.

The primary aim of this study was to examine whether environmental, social,
and governance (ESG) performance positively affects the financial performance of
Chinese listed firms. Using ten years of panel data from A-share companies, the
study assessed how ESG ratings relate to key financial outcomes, specifically return

on assets (ROA) and return on equity (ROE). It also explored how the individual
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ESG dimensions - environmental, social, and governance - contribute separately to
firm performance and how these effects differ across China’s eastern, central, and
western regions.

The empirical results confirm that ESG performance is a significant and
positive predictor of firm profitability. These findings align with prior research
showing that sustainability practices strengthen stakeholder trust, improve
efficiency, and reduce risk (Chi et al., 2024; Liu & Song, 2025; Pasko, Zhang,
Proskurina, Ryzhikova, et al., 2024). The heterogeneity analysis further reveals that
ESG practices have a stronger impact in western regions, suggesting that local
economic and institutional factors shape ESG outcomes (Kuai et al., 2025; Yu &
Xiao, 2022).

The study makes three key contributions. First, it enriches the empirical ESG
literature by focusing on an emerging market context, providing insights
complementary to findings from developed economies (Chen et al., 2024; Guo,
2024). Second, it offers practical guidance for managers and investors, showing that
ESG integration can deliver measurable financial benefits, supporting earlier calls
for stronger ESG adoption (Barman & Mahakud, 2025; Deb et al., 2024). Third, it
presents policy-relevant evidence, underscoring the need for regionally tailored ESG
strategies to maximize positive outcomes (Liu & Yan, 2025; Lu & Gong, 2024).

However, the study is not without limitations. While the study provides robust
and meaningful evidence through regression analysis and robustness checks, future
research could further strengthen understanding by exploring deeper causal
mechanisms and longitudinal effects. Future research should explore longitudinal
data, industry-level differences, and the durability of ESG effects over time.
Additionally, researchers should assess the risks of ESG greenwashing and
investigate how the quality of ESG disclosures moderates financial outcomes (Chen

et al., 2024; Ma et al., 2024).
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In sum, this study shows that ESG is not just a symbolic commitment or
compliance requirement - it is a material factor shaping firm value. For firms,
investors, and regulators in China’s fast-changing economy, ESG represents both a
challenge and an opportunity for long-term value creation.

The results confirm that ESG performance is not only a matter of corporate
responsibility but also a driver of financial outcomes. Environmental, social, and
governance dimensions each contribute positively to profitability, with the strongest
effect observed in firms that demonstrate balanced performance across all three
areas. This suggests that a comprehensive approach to ESG creates measurable
economic value.

At the same time, regional analysis reveals that the impact of ESG varies
across provinces. Firms in less developed regions appear to benefit more financially
from strong ESG performance, possibly due to lower baseline standards and higher
visibility of such efforts. These findings underline the importance of tailoring
sustainability strategies to local contexts and demonstrate that ESG can serve as both
a risk management tool and a source of strategic advantage in China’s diverse

economic landscape.

2.3. Executive Psychology in CSR Strategy: The ESG Impact of

Managerial Overconfidence

While structural features of corporate governance have been widely studied,
less attention has been given to the role of executive psychology in shaping ESG
outcomes. Managerial overconfidence—defined as an inflated belief in one’s own
judgment or ability—can influence strategic decisions in ways that go beyond formal
governance mechanisms. This behavioral trait may drive bold ESG initiatives or,

conversely, lead to misjudged risks and superficial efforts.
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This subsection examines how managerial overconfidence affects ESG
performance in Chinese listed firms. Building on previous research and the
theoretical arguments outlined in Chapter 1.3, we assess whether confident
executives contribute to stronger environmental, social, and governance outcomes—
or whether their influence introduces volatility or inefficiency. The analysis draws
on firm-level data from 2013 to 2023 and considers both overall ESG scores and
their individual components.

This study explores the relationship between managerial overconfidence and
ESG performance using a comprehensive dataset of A-share companies listed on the
Shanghai and Shenzhen stock exchanges from 2013 to 2023. By combining detailed
ESG ratings with firm-level financial and governance data, we investigate not only
the overall ESG impact but also the specific effects on environmental, social, and
governance dimensions. Our empirical approach applies panel regression models
and robustness tests to ensure reliable, interpretable results.

The findings aim to advance both theory and practice. Theoretically, this
research contributes to the behavioral corporate finance literature by connecting
managerial psychology with sustainability outcomes. Practically, the results can
inform investors, boards, and policymakers seeking to wunderstand when
overconfident leadership enhances ESG efforts — and when it may undermine them.

Based on the reviewed literature and the mixed theoretical arguments for and
against the positive effects of managerial overconfidence on ESG dimensions, we
formulate the following hypotheses to guide the empirical analysis:

H1: Managerial overconfidence has a significant positive effect on
environmental performance.

H2: Managerial overconfidence has a significant positive effect on social

performance.
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H3: Managerial overconfidence has a significant positive effect on corporate
governance.

H4: Managerial overconfidence has a significant positive effect on overall
ESG performance.

These hypotheses aim to clarify whether overconfidence ultimately acts as a
constructive or disruptive force in shaping environmental, social, governance, and
overall ESG performance.

Sample Selection and Data Sources. This study examines all A-share
companies listed on the Shanghai and Shenzhen stock exchanges in China from 2013
to 2023 to explore how managerial overconfidence affects ESG performance. The
sample is refined through several steps (table 2.20): (1) companies labeled as ST are
excluded; (2) companies with missing financial data are removed; (3) firms with an
asset-to-liability ratio above 1 are excluded; (4) companies from the financial
industry are left out. All continuous variables are winsorized at the 1% and 99%
levels. After applying these filters, the final dataset includes 33,030 observations.
All management and financial data are sourced from the CSMAR database.

Table 2.20. Data Screening and Sample Refinement

Resulting

Step Description Sample Size

All A-share companies listed on the Shanghai and Shenzhen stock

Initial sample exchanges (2013-2023)

Step 1: Exclude ST- | Remove companies labeled as Special Treatment (ST) Reduced sample

labeled companies due to abnormal financial conditions
. S‘Fep Z Exc!ude Remove companies lacking relevant financial data Further reduced
missing financial data sample
Step 3: Exclude firms Remove companies with an asset-to-liability ratio Further reduced
with high leverage greater than 1 sample
Step 4 Exclude Remove all companies classified under the financial Final filtered
financial industry
sector sample
firms
Winsorization Apply winsorization to all continuous variables at the 1% and 99% levels
Final sample Total firm-year observations after all exclusions 33,030

observations
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o . Resulting
Step Description Sample Size
Data source Management and financial data sourced from the CSMAR database

Variable Design and Measurement. The dependent variable is ESG, which is
assigned values based on the Huazheng ESG ratings. It comprehensively measures
a company's performance in the environmental, social, and governance aspects, and
intuitively reflects the company's sustainable development and social responsibility
fulfillment. In the ESG rating system, C, CC, CCC, B, BB, BBB, A, AA, and AAA
are ranked from poor to excellent. For the convenience of quantitative comparison,
they are assigned scores from 1 to 9 respectively. A C rating of 1 point indicates that
the company has prominent problems in the environmental, social, and governance
aspects, and its ESG performance is poor. A CC rating of 2 points and a CCC rating
of 3 points show a gradual improvement, but the overall performance is still not
ideal. A B rating of 4 points marks the company's initial ESG practices. A BB rating
of 5 points and a BBB rating of 6 points indicate that the company's ESG
performance is gradually improving, and the BBB rating represents a more stable
performance. A rating of 7 points means the company has a good ESG performance,
an AA rating of 8 points represents an excellent performance, and a AAA rating of 9
points demonstrates that the company has an outstanding ESG performance and is a
model in all aspects.

In the academic literature, CEO overconfidence is commonly measured using
several well-established proxies. One widely used approach relies on executive stock
options, particularly whether CEOs retain deep-in-the-money options instead of
exercising them, signaling an overly optimistic belief in future stock gains
(Malmendier & Tate, 2008). Another common proxy involves earnings forecasts,
where consistently over-optimistic managerial forecasts compared to actual

outcomes reflect overconfidence. More recent methods apply linguistic analysis to
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corporate disclosures, using sentiment or tone in CEO letters to shareholders to
capture optimistic biases.

In this study, we use CEO tenure as the proxy for managerial overconfidence,
measured by whether senior executives’ tenure exceeds the industry median (dummy
variable: 1 ifyes, 0 if no). Prior research supports this as a reliable and valid measure,
reflecting the idea that long-serving CEOs, reinforced by repeated reappointment,
may develop over-optimistic views of their judgment and control (Tang et al., 2015).
This tenure-based measure offers a practical and interpretable proxy, especially in
settings where direct market data on options or forecasts is limited. It allows the
analysis to capture behavioral tendencies that shape corporate decisions and
performance..

The control variables include firm size (SIZE), asset - liability ratio (LEV),
revenue growth rate (GRO), the number of board members (BOA), and firm age
(AGE). Larger firms usually have stronger financial strength, a wider business
network, and greater risk - resistance capabilities. These resource advantages can
significantly influence a company's ESG strategic layout and implementation path.
A high asset - liability ratio implies that a company faces greater debt - servicing
pressure and potential financial crises. This not only restricts the company's
investment in ESG areas such as environmental governance and social responsibility
but also prompts managers to adopt more conservative strategies in decision -
making to ensure financial stability. Firms in a high - growth period often excel in
technological innovation and market expansion. Their managers' decisions may be
more forward - looking and adventurous, and this growth trend will also affect the
firm's willingness and intensity of investment in the ESG field. An appropriate
number of board members helps to achieve diversified decision - making
perspectives and full - fledged exchanges of opinions, thereby enhancing the

scientific nature of governance. However, an excessive number of board members
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may lead to a lengthy decision - making process and low efficiency. This difference
in governance effectiveness will be transmitted to the formulation and
implementation of the company's ESG strategy, affecting the quality and speed of
managers' decisions. A highly concentrated ownership structure may lead to the
absolute control of corporate decisions by major shareholders. Their decision -
making preferences and interest demands will profoundly influence the direction of
the company's ESG strategy. Sufficient cash reserves not only guarantee the stability
of a company's daily operations but also provide a solid financial foundation for the
company to cope with unexpected risks and invest in ESG projects.

Table 2.21. Variable Definition

Variable Abbreviation Variable Definition
Dependent Variable
ESG ESG Assignment based. on Huazheng ESG
ratings
Independent Variable
: Tenure Higher Dummy variable. When the tenure of
Managerial . L
Overconfidence than Industry senior executives is higher than the
Median industry median and they are re - elected
Control Variables
Firm Size SIZE Natural logarithm of the firm's total assets
Asset - Liability LEV Total liabilities divided by total assets
Ratio
Revenue Growth (Current - period revenue - Previous -
GRO . : .
Rate period revenue) / Previous - period revenue
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Variable Abbreviation Variable Definition
Number of Board Natural logarithm of the total number of
BOA
Members board members

Natural logarithm of the value obtained by
Firm Age AGE subtracting the firm's establishment year
from the reporting period

Ownership The number of shares held by the largest

: TOPI shareholder divided by the total number of
Concentration
shares
Cash Ratio CASH The ratio of cash and cash equivalents to

total assets

This study posits that the managerial overconfidence of listed companies has
a significant positive impact on their ESG performance. To test this hypothesis, this
study will conduct an estimation analysis using a panel regression model.
E Ry = ay + a;0C; + a,SIZE; + a3LEV; + a4GRO; + asBOA;; +
a¢AGE;; + a;TOP1;; + agCASH;; + Y. year + Y. ind + &;; (Eql)
S_Riyy = ag + a;0Cy;, + a,SIZE;; + a3LEV;; + a4GRO;; + asBOA;; + agAGE;,

+ a,TOP1;; + agCASH;; + z year + Z ind + & (Eq2)
G—Rit = Uy + a10Cit + aZSIZEit + C¥3LEVl't + a4GROit + asBOAit + a6AGEit
+ a;TOP1;; + agCASH;; + z year + Z ind +¢; (Eq3)

ESG”: = ao + a10Cl’t + azsIZElt + aBLEVlt + a4GROI_t +
asBOA;; + agAGE;; + a;TOP1;, + agCASH;; + Y. year + Y. ind + &;; (Eq4)

where i is the ith firm. t is the tth year. ESG;;1s the ESG performance of the

ith firm in year t. E_R;; denotes environment. S_R;; denotes social. G_R;; denotes
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corporate governance. «, is the constant term. «; is the coefficient of independent
variables, which can judge the positive and negative direction of the influence of the
variable. &;; represents the error term. Here, ind represents the industry fixed effect,
and year represents the year fixed effect.

Descriptive Statistics. This study provides a descriptive statistical analysis of
all variables from 2013 to 2023 to outline the key characteristics of the dataset. It
reports the minimum, maximum, mean, and standard deviation, offering a clear
overview of the data distribution. To address the risk of outliers skewing the results
and biasing parameter estimates, the study applies winsorization. By carefully
setting thresholds, extreme values are adjusted to a reasonable range, reducing the
impact of abnormal observations. This approach enhances the reliability and
interpretability of the results.

Table 2.22 presents the descriptive statistics for all variables, covering 33,030
firm-year observations. The independent variable, managerial overconfidence (OC),
has a mean of 0.494 and a standard deviation of 0.500, ranging from O to 1. This
indicates significant variation in managerial overconfidence across firms, with a
wide and dispersed distribution.

Table 2.22. Descriptive Statistics

Variable Obs Mean Std. Dev. Min Max
ESG 33030 4.146 1.016 1.000 6.000
OoC 33030 0.494 0.500 0.000 1.000
E R 33030 2.014 1.166 1.000 6.000
S R 33030 4.599 1.648 1.000 9.000
G R 33030 5.256 1.320 1.000 8.000
AGE 33030 2.013 0.963 0.000 3.367
CASH 33030 0.205 0.142 0.018 0.683
GRO 33030 0.148 0.384 -0.554 2.311
LEV 33030 0.419 0.201 0.059 0.893
SIZE 33030 22.303 1.299 19.940 26.370
BOA 33030 2.109 0.196 1.609 2.639

TOPI 33030 33.466 14.723 8.260 73.560
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For the dependent variables, the mean ESG (Environmental, Social, and
Governance) score is 4.146 with a standard deviation of 1.016, spanning from 1 to
6. This suggests a notable spread in overall ESG performance, with some firms
excelling while others lag behind. Breaking it down, the environmental (E R)
dimension has a mean of 2.014 and a standard deviation of 1.166; the social (S_R)
dimension shows a mean of 4.599 and a standard deviation of 1.648; the governance
(G_R) dimension records a mean of 5.256 with a standard deviation of 1.320. These
differences highlight the uneven progress firms have made across the three ESG
pillars.

Among the control variables, firm size (SIZE) averages 22.303 with a
standard deviation of 1.299, reflecting moderate variation. The asset-liability ratio
(LEV) has a mean of 0.419 and a standard deviation of 0.201, suggesting balanced
financial leverage across the sample. The revenue growth rate (GRO) averages
0.148, with a wide spread (standard deviation 0.384) and values ranging from —0.554
to 2.311, indicating substantial variability in firm growth. Other key controls include
board size (BOA), with a mean of 2.109 and a standard deviation of 0.196; firm age
(AGE), with a mean of 2.013 and a standard deviation of 0.963; ownership
concentration (TOP1), averaging 33.466 with a standard deviation of 14.723; and
the cash ratio (CASH), with a mean of 0.205 and a standard deviation of 0.142.
Together, these variables reflect the diverse characteristics of the sample firms in
governance, maturity, ownership, and liquidity, all of which may shape the
relationships examined in the subsequent analysis.

Multicollinearity Test. Table 2.23 presents the results of the Variance Inflation
Factor (VIF) test for multicollinearity. The VIF values for all variables are low: OC
(1.02), SIZE (1.57), LEV (1.53), AGE (1.30), CASH (1.24), BOA (1.08), TOP1
(1.08), and GRO (1.01), with an average VIF of 1.23. A VIF below 10 is widely

accepted as an indication that multicollinearity is not a concern. These results
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confirm that the independent variables are only weakly correlated. Therefore,
multicollinearity does not significantly affect the parameter estimates or statistical
inferences of the regression model. The model remains stable and reliable, providing

an accurate reflection of the relationships among variables.

Table 2.23. VIF Test

Variable VIF 1/VIF
OC 1.02 0.9841
SIZE 1.57 0.6355
LEV 1.53 0.6527
AGE 1.3 0.7680
CASH 1.24 0.8067
BOA 1.08 0.9219
TOP1 1.08 0.9258
GRO 1.01 0.9891

Mean VIF 1.23

Regression Results. Table 2.24 reports the regression results for the four
models, covering environmental (E_R), social (S_R), governance (G_R), and overall
ESG performance. The coefficients of the key independent variable, managerial
overconfidence (OC), are 0.0722, 0.2480, 0.1020, and 0.1491, respectively, all
significant at the 1% level. These findings reveal a strong positive relationship
between managerial overconfidence and firm performance across all ESG
dimensions. In short, higher managerial overconfidence is associated with stronger
ESG outcomes. Notably, the largest effect appears in the social (S _R) dimension,
suggesting that overconfident managers may be especially active in driving social
initiatives, such as community engagement and corporate social responsibility
programs, which enhance the firm’s social performance.

Table 2.24. Regression Results

¢)) (2 3 C))

VARIABLES E R S R G R ESG
oC 0.0722%** 0.2480%** 0.1020%** 0.1491%**
(5.9786) (15.4540) (7.7863) (14.6431)

AGE -0.0349%#* -0.3039%#:* -0.1927*** -0.1927%*:*
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(¢)) (2) 3) C))
VARIABLES E R SR G R ESG
(-5.1035) (-31.8509) (-25.8875) (-32.8111)
CASH -0.1160** -0.1444%** 1.1531*** 0.4675%**
(-2.4596) (-2.2299) (21.5892) (11.3394)
GRO -0.1100%** 0.0484** -0.0783%** -0.0687***
(-7.5130) (2.0924) (-4.0504) (-4.6516)
LEV -0.0333 -0.1836%** -2 177 1%** -1.0840%**
(-0.8726) (-3.5040) (-47.5902) (-31.7723)
SIZE 0.2895%** (0.3352%** 0.2980%** 0.3266***
(47.2662) (43.0360) (46.5069) (66.5211)
Constant -4.0171%%* -4.,0915%** 0.6403*** -2.6975%**
(-29.9249) (-22.9643) (3.8928) (-23.6994)
Year Effect YES YES YES YES
Ind Effect YES YES YES YES
Observations 33,030 33,030 33,030 33,030
R-squared 0.1199 0.2239 0.1975 0.1798
2 a 0.1189 0.2231 0.1967 0.1789
F 113.1589%** 2342953 *** 211.2273%** 202.7841***

Notes: All variables are defined as in Table 1. The t- statistics are given in parentheses. *, **

and *** indicate significance at 0.1, 0.05 and 0.01, respectively.

Looking at model fit, the R-squared values range from 0.1199 to 0.2239, with
slightly lower adjusted R-squared values. This indicates that while the models
explain a meaningful portion of the variation in ESG outcomes, some factors remain
outside their scope. Importantly, all F-statistics are significant at the 1% level,
confirming that the overall models are statistically robust and that the included
variables jointly influence ESG performance.

Among the control variables, firm age (AGE) shows a consistently negative
and significant effect, indicating that older firms tend to perform worse on ESG
measures. The impacts of cash holdings (CASH), growth (GRO), and leverage
(LEV) vary in both direction and significance across models, reflecting different
dynamics within each ESG area. Firm size (SIZE), by contrast, has a consistently
positive and highly significant effect, showing that larger firms tend to achieve better
ESG results overall. These control variables provide essential context and should not

be overlooked when interpreting the models.
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Robustness Tests. Table 2.25 presents the robustness test results using the
2SLS method, where managerial overconfidence (OC) lagged by one period serves
as the instrumental variable. The OC coefficients across the four models—
environmental (E R), social (S R), governance (G R), and overall ESG
performance—are 0.074, 0.246, 0.109, and 0.148, respectively, all significant at the
1% level. These results align with the main regressions, reinforcing the strong
positive link between managerial overconfidence and firm ESG performance.
Notably, the social (S _R) dimension shows the largest effect, suggesting that
overconfident managers are particularly effective in advancing social initiatives.

Table 2.25. Robustness Tests

1) (2) 3 4)
VARIABLES E R S R G R ESG
oC 0.074%% 0.246%* 0.109%+* 0,143+
(4.013) (10.236) (5.439) (9.600)
AGE L0.053%%* L0.388%%* L0.133%%* L0.201%%
(-5.574) (-30.279) (-13.110) (-25.210)
CASH 20.025 20.000 1.205%%* 0.568%**
(-0.466) (-0.003) (19.826) (12.084)
GRO L0.119%%* 0.051%* L0.050%%* L0.062%%
(-7.319) (2.004) (-2.753) (-3.753)
LEV 20.019 L0.203%%* 21875 [1.085%%*
(-0.450) (-3.604) (-43.732) (-29.085)
SIZE 0.303 % 0.351 %% 0.201 ** 0,330+
(43.584) (40.701) (40.770) (60.513)
BOA 20.025 0.178%* L0.262% %% 20.051%
(-0.695) (3.794) (-6.674) (-1.668)
TOPI 20.001 L0.004%% 0,008+ 0,002+
(-1.510) (-6.824) (15.145) (5.248)
Constant _4.005%% 456155 0780+ 2.830%%
(-28.094) (-23.076) (4.226) (-21.894)
Year Effect YES YES YES YES
Tnd Effect YES YES YES YES
Observations 27,808 27,808 27,808 27,808
R-squared 0.121 0.223 0.195 0.184
2 a 0.120 0.222 0.194 0.183
F 95.815% % 194.560%%%  169.013%%%  [71.175%**
Cragg-Donald Wald F— 5, 14 3.20+04 3.20+04 3.20+04

statistic
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Notes: All variables are defined as in Table 1. The t- statistics are given in
parentheses. *, ** and *** indicate significance at 0.1, 0.05 and 0.01, respectively.

The R-squared values range from 0.121 to 0.223, with slightly lower adjusted
R-squared values, indicating moderate explanatory power. All F-statistics are highly
significant, confirming that the independent and control variables meaningfully
shape ESG outcomes. The Cragg-Donald Wald F statistics, all at 32,000,
demonstrate that the instrumental variables are strong and effectively address
endogeneity concerns.

Among the control variables, firm age (AGE) remains negatively and
significantly related to ESG performance, suggesting that older firms tend to
underperform on ESG measures. Firm size (SIZE) consistently shows a positive and
significant effect, highlighting the advantage larger firms have in ESG outcomes.
Other controls - CASH, GRO, LEV, BOA, and TOPI1 - show varying signs and
significance across models, reflecting their diverse impacts on different ESG
dimensions. Together, these controls provide essential context for understanding
firm ESG performance and should be carefully considered in the analysis.

Thus, this study investigated the relationship between managerial
overconfidence and firm ESG performance across environmental, social, and
governance dimensions using Chinese A-share listed firms from 2013 to 2023. The
results robustly support all four hypotheses (see Table 2.26), confirming that
managerial overconfidence has a significant positive effect on each ESG pillar as
well as on overall ESG outcomes.

Table 2.26. Summary of Hypothesis Testing Results

Hypotheses Description Exp. SignFindings Conclusion

Managerial overconfidence has a
H1 significant positive effect on + +  Supported
environment performance.
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Hypotheses Description Exp. SignFindings Conclusion
Managerial overconfidence has a
H2 significant positive effect on society + +  Supported
performance.

Managerial overconfidence has a
H3 significant positive effect on + +  Supported
corporate governance.

Managerial overconfidence has a
H4 significant positive effect on ESG + +  Supported
performance.

These findings align with prior research that highlights the constructive role
of overconfident managers in driving bold initiatives and innovation (Wang et al.,
2023; Du et al., 2024). Overconfident executives tend to pursue ambitious
environmental goals and invest in clean technologies, which can explain the
observed positive effects on environmental performance. This matches earlier
conclusions that managerial traits can influence corporate sustainability strategies
(Ye & Yuan, 2008).

In the social dimension, the particularly strong coefficient suggests that
overconfident managers actively enhance their firms’ social engagement, reinforcing
prior observations that confidence can drive reputation-building through corporate
social responsibility activities (Guo & Ye, 2024; Oh & Lim, 2022). However, the
literature also warns of potential overcommitment risks when managers
overestimate their capacity to deliver on social promises (Shen et al., 2022).

For governance, the results show that overconfident managers can strengthen
governance practices, perhaps by pushing reforms or modernizing internal
processes. This is consistent with earlier evidence showing that overconfidence is a

double-edged sword — it can improve governance effectiveness but may also

weaken board checks if left unchecked (Wen et al., 2023; Liu, 2023).



148

The overall positive relationship between managerial overconfidence and
ESG performance contributes meaningfully to behavioral corporate finance
research. It suggests that confidence, when balanced, can be an asset in advancing
sustainability agendas. This extends the findings of Sun et al. (2024), who show that
ESG commitments can shape broader corporate outcomes, and Jiang et al. (2025),
who argue that ESG engagement influences employment and investment decisions.

Our study’s robustness tests, using lagged overconfidence as an instrumental
variable, address endogeneity concerns and strengthen the validity of these
conclusions. Together, these results support the emerging consensus that managerial
characteristics, alongside institutional and market factors, shape ESG outcomes
(Tang et al., 2024; Jia et al., 2022).

Nonetheless, the relatively moderate R-squared values indicate that
managerial overconfidence explains only part of the variance in ESG performance.
Other factors - such as regulatory context, investor pressure, and organizational
culture - likely play critical roles (Xuan, 2024; Tao, 2023). Future research should
explore how these external and internal drivers interact, particularly under varying
market conditions or across industries.

Importantly, Table 2.26 provides a clear summary of the hypothesis testing
results and reinforces the empirical support for the theoretical framework developed
in this study.

These findings offer several practical implications. For boards and investors,
recognizing the role of managerial traits can improve executive selection and
evaluation processes. Policymakers may also consider designing governance
frameworks that harness the positive effects of overconfidence while minimizing its
risks.

In sum, this study adds to the growing body of work that bridges behavioral

insights and sustainability performance, emphasizing the need for a nuanced
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understanding of how leadership shapes ESG outcomes in complex, evolving
markets.

This study explored the impact of managerial overconfidence on ESG
performance using data from Chinese A-share listed firms between 2013 and 2023.
The findings confirm that managerial overconfidence has a robust, positive effect on
environmental, social, governance, and overall ESG outcomes. These results
highlight that confident leaders can drive firms to adopt bolder sustainability
strategies, innovate in ESG practices, and engage more actively with stakeholders,
extending prior work on behavioral drivers of corporate performance (Du et al.,
2024; Wang et al., 2023).

Importantly, the study contributes to the growing literature connecting
managerial psychology with sustainability outcomes (Ye & Yuan, 2008; Oh & Lim,
2022). It shows that overconfidence, often viewed as a risk factor, can in fact act as
a catalyst for ESG improvement when appropriately balanced. This aligns with
evidence suggesting that firms with overconfident leaders may achieve stronger
social initiatives, more ambitious environmental projects, and more proactive
governance reforms (Guo & Ye, 2024; Liu, 2023; Wen et al., 2023).

The robustness tests, including the use of instrumental variables, address
endogeneity concerns and reinforce the reliability of these conclusions. However,
the moderate explanatory power of the models suggests that overconfidence explains
only part of the ESG performance variance. Future research should investigate how
other internal factors, such as board dynamics or organizational culture, interact with
external drivers like regulatory frameworks or market pressures to shape ESG
outcomes (Tang et al., 2024; Xuan, 2024; Tao, 2023).

Practically, the findings offer important insights for boards, investors, and
policymakers. Recognizing the behavioral traits of leadership can improve executive

recruitment, governance design, and sustainability strategies. Efforts to harness the
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positive effects of overconfidence while mitigating its risks could significantly
enhance firm-level ESG outcomes.

In closing, this study advances the understanding of how managerial
overconfidence influences corporate sustainability efforts. It underscores the
importance of integrating behavioral insights into ESG research and practice,
offering a richer, more nuanced view of the forces shaping firm performance in
today’s complex and evolving markets.

The analysis shows that managerial overconfidence is not uniformly harmful
or beneficial to ESG performance. Overconfident executives appear more likely to
pursue ambitious environmental and social initiatives, possibly due to a strong belief
in their strategic judgment and ability to create impact. However, this effect is not
consistent across all ESG dimensions, and governance outcomes may be more
vulnerable to bias or overreach.

These findings suggest that executive personality traits play a meaningful role
in shaping sustainability strategies. While confidence can be a driver of innovation
and bold action, it must be balanced by proper oversight and accountability. Boards
and investors should consider psychological factors when evaluating ESG leadership

potential, especially in markets where formal governance systems are still evolving.
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SUMMARY OF CHAPTER 2

This chapter investigates the internal strategic drivers of corporate
sustainability in Chinese listed firms, focusing on how governance structures,
ownership patterns, and executive behavior influence ESG disclosure and
performance. Through a series of empirical studies grounded in data from over a
decade of A-share listed companies, it offers evidence on how internal governance
mechanisms translate into measurable sustainability practices. The findings deepen
our understanding of how corporate social responsibility (CSR) is operationalized
through governance in an emerging market context.

Section 2.1 evaluates how board characteristics affect sustainability reporting.
The analysis reveals that board independence and the presence of specialized
committees have a clear and positive impact on ESG disclosure quality. These
governance features support transparency by fostering accountability and focused
oversight. In contrast, board size and CEO duality show no significant relationship
with disclosure outcomes, challenging conventional expectations. Surprisingly,
firms that hold more frequent board meetings tend to disclose less comprehensive
ESG information. This may indicate that governance complexity or reactive
problem-solving displaces strategic sustainability focus.

Section 2.2 explores the financial value of ESG performance. It confirms that
environmental, social, and governance efforts contribute positively to firm
profitability, with governance performance showing the strongest and most
consistent effects. This reinforces the argument that ESG is not merely reputational
or regulatory but has real economic impact. Importantly, the analysis uncovers
regional variation: firms in less developed western provinces benefit more strongly
from ESG efforts, possibly due to lower baseline standards and greater stakeholder
visibility. This suggests that ESG engagement must be tailored to institutional and

geographic context to unlock its full financial potential.
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Section 2.3 introduces managerial overconfidence as a behavioral lens on
governance. The study finds that overconfident executives are more likely to pursue
ambitious ESG strategies, especially in the social and environmental domains. While
such confidence can drive proactive sustainability action, it must be balanced by
effective governance to avoid misaligned priorities or overreach. The findings
support a more nuanced view of executive psychology as both a risk and an
opportunity for sustainability leadership. Robustness checks, including instrumental
variable methods, confirm the stability of the results and strengthen the argument for
including psychological traits in ESG assessments.

Across all three sections, the results converge on a central conclusion:
effective ESG strategy in Chinese listed firms is shaped by the quality—not just the
presence—of governance mechanisms. Formal structures such as board composition
and ownership concentration provide a foundation, but their effectiveness depends
on how they are used. Likewise, executive leadership traits can catalyze or constrain
sustainability depending on context and oversight. These insights reinforce the
broader thesis of this dissertation: that strategic management of CSR in emerging
markets requires the integration of institutional, structural, and behavioral factors.
ESG outcomes do not arise from compliance alone. They are shaped by governance
choices, leadership mindsets, and the firm’s broader operating environment. For
firms seeking to strengthen their sustainability profile, this chapter offers practical
direction. Board independence, specialized oversight, internal alignment through
ownership, and well-calibrated leadership traits are key enablers of ESG success.

By highlighting these internal drivers, Chapter 2 contributes to the broader
goal of the dissertation: to provide an evidence-based framework for managing CSR
strategically in Chinese listed firms. It complements the theoretical foundations laid

in Chapter 1 and sets the stage for further integration of these findings in Chapter 3,
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where the interplay of internal mechanisms and external pressures will be explored

in greater depth.
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CHAPTER 3. STRATEGIC IMPLEMENTATION OF CSR:
EXECUTIVE TRAITS, GOVERNANCE STRUCTURES, AND
PERFORMANCE IMPACTS

3.1 Executive Psychology and Strategic CSR Behavior

Managerial psychology has emerged as a critical but underexplored driver of
strategic CSR execution. Among psychological traits, overconfidence—the
tendency to overestimate personal judgment or control—holds particular
significance. In Chinese listed firms, where governance institutions remain hybrid
and leadership is highly personalized, this trait can shape both the direction and
depth of sustainability strategy.

Empirical results show that overconfident executives are more likely to
initiate ambitious ESG programs. Their strategic boldness translates into larger
environmental commitments, broader social engagement, and more proactive
governance reforms. These leaders often act as internal champions for CSR,
accelerating integration across business functions and enhancing visibility among
stakeholders. The effect is especially strong in firms with weak external governance
or limited institutional oversight.

However, the influence of overconfidence is two-sided. Overconfident
managers may neglect caution, bypass formal controls, or overpromise results. In
the environmental dimension, this can lead to underestimation of compliance risks
or misallocation of resources toward symbolic projects with limited impact. In the
social domain, it may manifest as reputational overreach—intense campaigns that
attract attention but lack sustainable outcomes.

Governance may also suffer when confident leaders marginalize dissent or

consolidate too much authority, reducing board effectiveness.
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The evidence suggests a conditional dynamic. When balanced by strong
governance—such as board independence or institutional checks—overconfident
leaders drive transformation without destabilizing internal systems. In contrast, in
low-accountability settings, their actions may drift toward excessive risk-taking or
superficial compliance. This duality requires firms to assess executive psychology
not in 1solation, but in context.

This insight leads to a conceptual refinement of the integrated CSR-ESG
model proposed in Chapter 1. Overconfidence should be treated not solely as a risk
factor, but as a strategic variable. Its impact is shaped by the interaction of
personality, governance structures, and organizational maturity. This calls for a new
layer in strategic CSR frameworks—one that incorporates behavioral screening and
leadership profiling alongside structural controls.

The chapter thus contributes a behavioral extension to prior chapters' findings.
It clarifies that CSR success depends not only on formal systems but also on who
leads them and how they lead. In emerging market firms, where governance reforms
are still evolving, psychological traits can accelerate or compromise sustainability
agendas. Managing this tension—between confidence and control-—becomes a
central challenge for boards, investors, and policymakers seeking responsible
leadership and resilient outcomes.

Understanding the role of executive psychology in strategic CSR requires
more than analyzing leadership traits in isolation. Organizational outcomes are
shaped by the interaction between individual behavior and governance structures.
Among the psychological traits that influence corporate sustainability, managerial
overconfidence stands out. While often viewed as a risk, it can also serve as a driver

of bold, transformative action.
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To clarify this dynamic, Table 3.1 presents an integrative framework that links
executive overconfidence with different levels of board oversight and governance.
The model outlines how this behavioral trait translates into distinct CSR outcomes
depending on the presence or absence of institutional checks and balances. This
perspective helps move beyond linear assumptions and toward a more contextual

understanding of leadership impact.

Table 3.1. Behavioral-Governance Interaction Model: How Managerial

Overconfidence Shapes Strategic CSR Outcomes*®

Executive Moderating CSR/ESG Strategic Performance
. Governance . . .
Trait Implication Risk or Benefit
Factor
Manaeerial Weak board Bold but symbolic CSR Risk of
Overcongﬁ dence independence or | actions; image-driven greenwashing;
low oversight sustainability underperformance
Strong Ambitious but
Managerial independent monitored ESG SE:E;??E? f:osv(e} d
Overconfidence | board or active initiatives; embedded > 1D
: stakeholder trust
committees CSR strategy
No formal : Governance
: Centralized control over :
Managerial governance CSR agenda: bypass of erosion;
Overconfidence (e.g., high genad, byp reputational
: dissent o
duality) volatility
Moderate Balanced Targeted CSR Efficient CSR-to-
Confidence governance investment; prudent and performance
structure scalable ESG adoption translation

* - Source: Prepared by the author based on generalized

synthesized empirical insights from this research.

theoretical models and

The table categorizes four key scenarios, combining two behavioral profiles

(overconfidence and moderate confidence) with varying degrees of governance
strength. In environments with weak board independence or low oversight,
overconfident executives tend to dominate the CSR agenda. They often initiate high-

visibility actions, but these may lack strategic depth or measurable outcomes.
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Without proper governance, such initiatives can drift toward symbolic compliance
or reputational risk. Greenwashing becomes a tangible threat when there is little
internal capacity to evaluate or restrain these efforts.

By contrast, when overconfident executives operate under strong
governance—especially with active, independent boards or specialized
committees—their ambition is channeled into more structured and effective ESG
strategies. In these firms, bold leadership is balanced by oversight, resulting in
integrated sustainability efforts that improve transparency, stakeholder trust, and
long-term value creation.

The third configuration reflects the absence of formal governance altogether,
often marked by CEO duality and limited board activity. In such settings,
overconfidence can erode corporate checks and lead to excessive concentration of
power. CSR may become a personal project rather than an institutional strategy. The
risk here is not only reputational but structural—reducing board function, silencing
dissent, and undermining accountability.

The final case in the table—moderate confidence paired with balanced
governance—represents a model of steady and scalable CSR. Here, firms show
disciplined investment in sustainability, aligning initiatives with long-term goals and
resource capacities. This combination tends to deliver efficient outcomes with
reduced risk of overreach or underperformance.

Together, these scenarios underscore a central insight: the effect of executive
overconfidence is not fixed. It depends on its institutional context. Rather than being
inherently good or bad, overconfidence acts as a catalyst whose direction is shaped
by the firm’s governance environment. This has practical implications for board
design, executive recruitment, and CSR policy. Organizations must not only assess

leadership traits but also build systems that can harness or correct their effects. In
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this way, behavioral risk becomes strategic potential—and CSR becomes not a
function of personality, but of structure, alignment, and informed execution.

While Table 3.1 outlined the interaction between executive traits and
governance environments, it also raised an important question: what can
organizations do to manage these dynamics in practice? Overconfidence, while
potentially energizing for CSR innovation, must be guided through structured
oversight. Conversely, even moderate leadership requires alignment tools to sustain
long-term impact.

Table 3.2 addresses this implementation gap. It offers a strategic map for
corporate boards, policymakers, and sustainability officers. The scenarios in the
table reflect typical governance-behavior combinations observed in Chinese listed
firms. For each, the model suggests a targeted governance intervention and a
corresponding strategic response. This approach shifts the conversation from
diagnosis to action.

Table 3.2. Managing Executive Overconfidence in CSR: Governance

Tools and Strategic Responses®

. Observed Risk or Recommended .
Scenario . Governance Strategic Response
Opportunity
Tool
Overconfidence S};anzl(‘ilt(i:oiilR ’ Appoint Introduce structured
+ Weak putat independent CSR planning and
i inflation, i .
Oversight . CSR committee | 1mpact assessment
greenwashing
Overconfidence | Bold but balanced Formal ESG Support long-term
+ Strong ESG strategy, reporting ESG investments
Governance improved visibility protocols with measurable KPIs
Power Establish board-led
Overconfidence concentration, Split CEO and review of
+ CEO Duality board Chair roles sustainability
marginalization initiatives
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. Recommended
. Observed Risk or .
Scenario . Governance Strategic Response
Opportunity
Tool
Moderate Steady CSR . Strengthen
Routine stakeholder
Confidence + engagement, cost- :
) . performance | engagement and align
Balanced efficiency, risk- ) ) )
. 2 benchmarking CSR with business
Governance mitigation
goals
. Misalignment External Integrate assurance
Any scenario . .
R between public assurance of results into board-
with rising ESG . R .
; commitments and sustainability level decision-
expectations . . . .
internal capacity disclosures making

* - Source: Prepared by the author based on generalized theoretical models and
synthesized empirical insights from this research.

In firms where overconfidence coincides with weak governance, symbolic
actions often replace substance. Here, installing an independent CSR committee is a
priority. These bodies bring external perspective and operational checks. Their role
is not to restrain ambition but to refocus it. By introducing structured CSR planning
and clear impact metrics, companies can turn visibility into value.

Where overconfidence meets strong governance, the opportunity is different.
These firms are well positioned to lead on ESG. The recommendation is to formalize
ESG reporting through recognized frameworks. Reporting structures not only
enhance transparency but also anchor leadership energy to measurable performance.
In these settings, firms should commit to long-term initiatives, backed by robust KPI
systems.

In environments where power is concentrated—such as under CEO duality—
the risk is control without consultation. Boards should address this directly by
separating leadership roles. This restores accountability and allows sustainability
decisions to be reviewed, challenged, and improved. A board-led sustainability

review process can provide balance and strengthen institutional learning.
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The scenario with moderate confidence and balanced governance reflects a
more stable path. These firms benefit from routine benchmarking and stakeholder
feedback. Their risk lies not in overreach but in inertia. Sustaining impact here
requires alignment. CSR must stay connected to evolving business goals,
stakeholder needs, and external standards.

Finally, in all contexts where ESG expectations are rising—driven by
regulation, investor pressure, or global norms—there is a growing risk of credibility
gaps. Firms may make public commitments that their systems cannot yet support. In
these cases, third-party assurance is essential. External reviews validate data, surface
blind spots, and restore trust. Integrating these results into board discussions ensures
they influence real decisions.

In sum, Table 3.2 translates theory into governance action. It shows that
effective CSR strategy requires more than good intentions or strong personalities. It
demands the right tools, applied at the right time. Companies that recognize this—
and build systems accordingly—can turn behavioral volatility into strategic
advantage. This is not only a safeguard. It is a competitive edge.

As firms face increasing pressure to integrate sustainability into their core
strategy, it becomes essential to recognize that there is no single pathway to effective
CSR-ESG alignment. Different types of organizations operate under different
leadership styles, governance conditions, and market constraints. These differences
shape how companies approach, prioritize, and execute sustainability practices.

Table 3.3 maps five common organizational scenarios found across the
Chinese corporate landscape. Each scenario is defined by its dominant leadership
style and governance capacity. Based on these features, the table proposes a
corresponding integration strategy and assesses the likely level of CSR-ESG
maturity. The goal is to match structure and behavior with appropriate strategic

actions.
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In the case of emerging fast-growth firms, charismatic or overconfident
leadership often drives aggressive expansion. These firms typically lack institutional
governance and sustainability systems. Here, the priority is capacity building—
setting up ESG systems, introducing external audits, and training boards in
sustainability basics. Without such steps, ESG efforts risk becoming superficial or
inconsistent.

State-owned enterprises (SOEs) operate under formal structures and political
mandates. While accountability is clear, flexibility is limited. These firms must align
their CSR strategies with national priorities and policy agendas. However, to
improve credibility and impact, they should also focus on board independence and
disclosure quality. SOEs are well-placed to lead in reporting standards and set
examples for other sectors.

Table 3.3. Organizational Scenarios for Strategic CSR—ESG Integration:
Leadership, Structure, and Maturity*

Organization | Leadership | Governance Integration CSR_E.S G
al Type Style Capacity Strategy Maturity
Level
Build basic
: Charismatic ESG systems;
Emerging / Low external
Fast-Growth institutionalizati Initiation
Firm Overconfide on assurance;
nt CEO training for
board
Align CSR with
State-Owned " Formal national goals; :
. Politically Compliance-
Enterprise accountable structure, low strengthen driven
(SOE) flexibility board
independence
Deepen ESG
Mgture Strategic but | Balanced and 1ntegrat10n;.hnk Embedded
Private ; . to innovation )
. cautious functional . and evolving
Corporation and competitive
advantage
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Organization | Leadership | Governance Integration CSR_E.S G
al Type Style Capacity Strategy Maturity
Level
Adopt global
E)fport— Pragmatic / 'Moderate, standards; al.ign Hybrid
Oriented . driven by buyer | supply chain
Manufacturer reactive pressure ethics and ESG (external-led)
disclosures
Institutionalize
Visionary Purpose- High strategic | sustainability in | Advanced
Sustainability driven / alignment and culture, (transformati
Leader confident oversight strategy, and ve)
incentives

* - Source: Prepared by the author based on generalized theoretical models and
synthesized empirical insights from this research.

Mature private corporations often show strategic caution but possess
functional governance. These firms are ideal candidates for deeper integration—
linking ESG practices to innovation, risk management, and competitive advantage.
Their challenge is not launching CSR but scaling it with clear performance indicators
and internal incentives.

Export-oriented manufacturers are highly sensitive to buyer pressure and
global market demands. Their ESG behavior is often externally driven. These firms
should adopt international sustainability standards, strengthen ethical supply chain
oversight, and synchronize disclosures with global expectations. Doing so improves
access to capital and secures long-term partnerships.

At the other end of the spectrum are visionary sustainability leaders. These
are rare but important. They combine purpose-driven leadership with high
governance capacity. Their strategies should focus on institutionalizing
sustainability—embedding it in corporate culture, long-term planning, and executive
incentives. These firms set the benchmark and often shape policy and industry

norms.
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Across all scenarios, the key insight is that integration depends on context.
Firms should not imitate models blindly. Instead, they must assess their internal
structure, leadership traits, and stakeholder landscape—and act accordingly.
Strategic CSR is not about doing everything. It is about doing the right things at the
right time, with the right systems in place.

Boards and executives should use this typology as a strategic diagnostic tool.
It can guide investment in governance reforms, leadership development, and
reporting frameworks. For policymakers and investors, it offers a lens to calibrate
expectations and tailor incentives. Ultimately, successful CSR-ESG alignment is not
only about responsibility. It is a matter of organizational intelligence.

Even when companies have clear sustainability goals and a stated
commitment to CSR-ESG integration, many struggle with execution. Structural
inertia, leadership gaps, and misaligned systems can create hidden barriers that
undermine progress. These bottlenecks vary by organization type and cannot be
solved with one-size-fits-all solutions.

Table 3.4 identifies typical obstacles that prevent effective CSR-ESG
alignment in five key types of firms. For each, it pinpoints a leverage point—an
actor, function, or process inside the organization that can unlock movement—and
offers targeted tools to address the gap. This framework helps translate strategic
ambition into operational traction.

Table 3.4. Breaking Barriers to CSR-ESG Integration: Organizational

Bottlenecks, Leverage Points, and Strategic Tools*

Organizationa Maln' Point of Recommended
1 Type Integration Leverage Strategic Tools
yp Barrier g &
ESG onboarding
Emerging Fast- I;a(s:‘ir(;lfs]zifi} CFO / legal programs, external ESG
Growth Firm ystem department audits, capacity-building
board literacy orants
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Organizationa In tlew?:tlion Point of Recommended
1 Type Bagrrier Leverage Strategic Tools
State-Owned | Formalism and Partv-anpointed ESG KPI alignment with
Enterprise symbolic boaryd Iﬁg mbers state plans, board
(SOE) compliance independence reform
Lack of Middle Integrated reportin
Mature Private | innovation link management svste r‘(l’; s in terrlljal ES%}—
Corporation | and performance- | and product Y ’
driven CSR toams linked bonus structures
Export- Fragmented Procurement / Supplier ESG scorecards,
Oriented supply chains, sunolier buyer-collaborative
reactive PPHET audits, GRI-aligned
Manufacturer . selection units
compliance reports
Visionary Scaling ESG HR and internal de\]/Ee?(? iﬁ:ﬂfrzﬁlﬁure
Sustainability | beyond executive | communication audits elsn lo ’ee— driven
Leader layer s department » employ
mmnovation

* - Source: Prepared by the author based on generalized theoretical models and
synthesized empirical insights from this research.

In fast-growing firms, the main obstacle is often the absence of foundational
systems. These companies move quickly but lack ESG infrastructure and board-level
understanding. The finance or legal function becomes a natural entry point.
Introducing ESG onboarding, external audits, and capacity-building grants equips
the organization with basic tools and credibility. These steps create a platform for
future alignment.

State-owned enterprises are often compliant on paper but lack depth in
practice. Formal mandates substitute for strategic engagement. Here, party-
appointed board members can be instrumental. Aligning KPIs with state plans while
pushing for board independence introduces a dual benefit: meeting official targets

and raising governance quality.
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Mature private firms face a different challenge. Their CSR programs exist, but
they are not linked to innovation or internal incentives. Middle management
becomes the bridge. By integrating ESG into product development, performance
reviews, and bonus structures, companies can make sustainability part of everyday
decision-making—mnot just annual reporting.

Export-oriented manufacturers operate under pressure from buyers but often
lack consistency across suppliers. Procurement is the natural leverage point. ESG
scorecards, collaborative audits, and globally aligned reporting standards (e.g., GRI)
help align external expectations with internal execution. These tools also reduce
reputational risk in global markets.

Visionary firms, meanwhile, must scale sustainability beyond the executive
level. The HR and internal communications teams are best placed to do this.
Leadership development programs focused on ESG, culture audits, and employee-
led initiatives help embed sustainability in daily operations and mindsets. The
challenge is not strategy—it is diffusion.

The core message of Table 3.4 is simple: strategy needs structure. Aspirations
fail without systems, champions, and operational fit. Each firm must diagnose its
own friction points and intervene through the most relevant channel. Leverage lies
not at the top or the bottom, but in the right place, at the right moment, with the right
tool.

Boards, CEOs, and ESG officers should use this framework as a guide. It helps
shift from “why” to “how.” For governments and donors, it highlights where to target
training, incentives, and oversight. Integration is not a slogan—it is architecture.
Building it takes design, discipline, and a deep understanding of organizational
mechanics.

While CSR and ESG strategies are often discussed in universal terms, their

implementation is shaped by the local institutional context. In China, that context is
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distinct. It combines strong political control, rapid economic transformation, and
deep cultural traditions. Understanding this environment is essential for making
sense of how CSR i1s framed, executed, and evaluated in Chinese listed firms.

Table 3.5 outlines six key contextual features that influence CSR—-ESG
integration in China. Each factor reflects a combination of structural, political, and
cultural dynamics. Together, they define the boundaries of what is possible—and

what is difficult—for companies operating in the Chinese setting.

One of the most important drivers is state influence (E|ZR 5 [a)). In China, the

government sets the direction of corporate priorities. Firms, especially SOEs, often
shape their CSR policies to reflect state goals rather than stakeholder feedback. This
means CSR initiatives tend to emphasize national objectives such as poverty
alleviation or rural revitalization. While this alignment ensures policy compliance,
it can limit responsiveness to environmental or community needs outside the central
agenda.

Table 3.5. Key Features of the Chinese Institutional Context Shaping
CSR-ESG Strategy*

Contextual Implication for Key Chinese
Factor Description CSR-ESG Term /
Integration Concept
State Strong role of the central wﬁERo(iif::en egﬁ;leso ) EBESIE
government in guiding POTICY 80a's, (gubjia
Influence corborate priorities stakeholder 8uo]
P P expectations daoxiang)
.. SOE boards and e 7oy ==
Pohtlcal. ) executives subject to ESG framed as sETE
Accountabilit ) performance under dingiian
party evaluation oh (dangj
Y mechanisms party oversight zéren)
Uneven regulatory : :
Regional enforcement and ESiGn(ilEi{alzlviles MXER
Disparities institutional maturity & locati y oy (diqu chayi)
across provinces ocation
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Contextual Implication for Key Chinese
Description CSR-ESG Term /
Factor .
Integration Concept
: Empbhasis on harmony, | CSR framed as social | FIEft =
Confucian . . .
Values hlerar.chy, and collective . st.al?lhty, not (héxié
good in corporate culture individual rights shehui)
: Tendency to prioritize | Risk of greenwashing | 2 FE X
Symbolic 7 N
. formal indicators over and misaligned (xingshi
Compliance : : g
substantive performance reporting systems zhtiyi)
o Dual accountability:
Globalization | "neTeasing influence of | Ty, gy g | MBI
Pressure sf ly chain standards ntemnational (shuan_g ?hon
PPy stakeholders g yali)

* - Source: Prepared by the author based on generalized theoretical models and
synthesized empirical insights from this research.

Political accountability adds another layer. Many board members, especially
in state-controlled firms, are evaluated by party-related metrics (S22 331E). As a
result, ESG becomes a performance measure within the political system rather than
a tool for market-based trust-building. This may increase disclosure volume but
reduce its depth or authenticity.

Regional disparities (MiIXZES) further complicate the landscape.

Governance capacity, regulatory enforcement, and access to ESG expertise vary
widely across provinces. Firms in coastal regions often lead in ESG innovation,
while those in central and western areas lag behind. This unevenness affects the

quality and credibility of sustainability data.

Cultural norms also play a role. Confucian traditions promote harmony (F015

#£%), hierarchy, and social cohesion. These values support CSR as a tool for

stability but may deprioritize transparency, dissent, or human rights. Leaders may
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focus on avoiding conflict rather than addressing structural injustice or

environmental degradation.

Symbolic compliance (F6zXFE X)) is another feature. Many companies

prioritize outward signals—glossy reports, ESG awards, or pilot projects—over
substantive transformation. This creates the risk of greenwashing or “CSR for show,”
especially in high-profile industries.

At the same time, globalization imposes new expectations. Foreign investors,

supply chain partners, and multinationals require disclosures aligned with

international frameworks. Chinese firms thus face 3 & [£ JJ—dual pressure—from

both domestic authorities and global markets. Navigating these parallel systems
requires careful balancing and credible reporting mechanisms.

The lesson is clear: CSR and ESG in China are not purely business decisions.
They are political and cultural decisions too. For companies, this means aligning
with national goals while building internal systems that can withstand international
scrutiny. For policymakers, the challenge is to create incentives that reward
substance over form.

International stakeholders should interpret Chinese ESG data with contextual
understanding. Metrics may not always reflect impact. Partnerships, assurance
processes, and ongoing dialogue are key to bridging gaps. Ultimately, success in
Chinese CSR—ESG integration depends on acknowledging—and working within—
this unique institutional landscape. Strategy begins with structure. But in China, it
must also begin with context.

While CEO overconfidence is often treated as a behavioral trait with universal
effects, its impact depends heavily on context. In China, institutional, political, and

cultural dynamics shape how this trait translates into action. Overconfident
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executives may pursue bold ESG strategies, but the outcomes vary depending on the
environment in which they operate.

Table 3.6 maps six key Chinese contextual conditions and explores how each
one modifies the effect of CEO overconfidence on CSR—ESG performance. It shows
that the same leadership trait can produce very different results—ranging from
innovation to superficiality—depending on governance structures, cultural norms,
and regulatory capacity.

Table 3.6. CEO Overconfidence and Sustainability Performance: Effects

Under Key Chinese Contextual Conditions*

Chinese How .It Interacts Effect on CSR— Strategic
Contextual with CEO ESG Outcomes Implication
Condition Overconfidence P

Political Yy alghl With poticy . compliance with
Oversight ( goals but ignore campaigns; social stakeholder
Gl broader stakeholder performance consultation

%<7 input prioritized

Symbolic Introduce third-
Compliance | Overconfident CEOs | ESG reports are | party assurance and
Culture (F¢ may focus on inflated; weak internal

*xY visibility over depth implementation accountability

* ) mechanisms

Risk of Strengthen board
Weak Board | Overconfident leaders greenwashing structure and
Independenc | act unchecked, bypass low-quality ESG _empower
e governance integration independent
directors

Regional Leaders exploit weak | ESG performance g\?;(;ir ];ZItSS)
Regulatory | local enforcementto | becomes uneven regional fa acity:
Gaps (H1X avoid real ESG and location- & pacity

=) investment dependent support local
il regulators
Global Overconfident CEOs S‘Frong external Align global ESG
Market . . disclosures but standards with
seek international : :
Exposure possible internal systems
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Chinese How .It Interacts Effect on CSR— Strategic
Contextual with CEO ESG Outcomes Implication
Condition Overconfidence P

prestige via ESG disconnect from and staff-level
ratings operations engagement
Confucian Overconfident ESG avoids Promote
Leadership behavior may be difficult topics;
: transparency and
Norms (Fi% masked by formal environmental safe dissent within
N harmony and risks remain leadership culture
1) consensus underreported P

* - Source: Prepared by the author based on generalized theoretical models and
synthesized empirical insights from this research.

In systems shaped by centralized political oversight (EZRS@),

overconfident CEOs often align their sustainability initiatives with state priorities.
While this ensures political compliance and public recognition, it may sideline
broader stakeholder concerns. Companies in this context should find ways to expand
their CSR scope beyond official directives, especially in areas like environmental

impact and supply chain ethics.

Symbolic compliance (=X E X) amplifies another risk. Overconfident

leaders may prefer visible success—awards, rankings, polished reports—over
internal transformation. This weakens real ESG performance. The solution lies in
introducing third-party assurance, internal audit mechanisms, and stronger board-
level scrutiny. Transparency must go deeper than appearances.

When boards are weak or dependent, overconfident executives face little
resistance. This may result in unchecked decisions, rushed ESG initiatives, and
inflated disclosures. Governance reform is essential. Boards must be restructured to
include independent directors who can question and calibrate executive ambition.

Overconfidence is not inherently dangerous—but it must be balanced.
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In regions with lax enforcement (#X Z ), overconfident CEOs may take

advantage of regulatory gaps. These firms may underinvest in ESG, assuming there
will be no consequences. National regulators and investors should prioritize
capacity-building in these zones, while firms should voluntarily commit to internal
ESG codes regardless of local oversight.

Some overconfident leaders pursue ESG for global prestige. Their firms look
good on paper, but internal alignment may be weak. This creates reputational risk if
global partners discover inconsistencies. To manage this, companies must build ESG
capacity at all levels—not just in investor relations or the executive suite. Real

sustainability starts inside the firm.

Lastly, cultural expectations shaped by Confucian norms (Fi&fL=) can

mask overconfidence behind a veil of consensus. Leaders may avoid hard
conversations or inconvenient truths. This hinders effective ESG, especially in
environmental risk management. Firms need safe channels for dissent and honest
performance feedback. Culture should support transparency, not just harmony.

The main takeaway is clear: overconfidence can be an asset or a liability,
depending on how it interacts with the system around it. In China, managing this
trait requires context-aware strategies. Firms must combine behavioral insight with
institutional design. Boards must lead, not just endorse. And reporting must reflect
reality, not ambition. In the end, sustainable leadership is not about being bold—it’s
about being accountable.

This section has demonstrated that executive psychology, particularly
overconfidence, plays a decisive role in shaping corporate sustainability strategies.
In Chinese listed companies, where formal governance may be uneven and
leadership remains highly personalized, overconfident CEOs often drive bold CSR

initiatives. Their ambition can accelerate ESG adoption, enhance stakeholder
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engagement, and signal strategic vision. However, without adequate oversight, this
same trait may lead to symbolic compliance, reputational risk, and governance
erosion.

The interaction between personality traits and governance structures is
therefore critical. When supported by strong boards and independent oversight,
overconfidence can be leveraged into effective, results-oriented CSR. In contrast,
weak institutional controls may amplify its downsides, undermining transparency
and long-term impact. As a result, executive overconfidence should not be viewed
merely as a behavioral liability. It is a strategic variable whose effects are contingent
on structural context.

This insight enriches the broader CSR—ESG integration framework developed
in earlier chapters. It adds a behavioral dimension to structural models and highlights
the need for organizations to assess not only formal systems, but also the
characteristics of those who lead them. Boards, investors, and policymakers must
balance executive initiative with governance discipline. Doing so turns behavioral
volatility into strategic advantage—and ensures that confidence is matched by

credibility.

3.2 Ownership Structure and Board Engagement in Driving CSR

Performance

The previous chapter demonstrated that internal governance structures—
particularly board independence, the presence of specialized committees, and the
nature of CEO-board relations—play a pivotal role in shaping sustainability
reporting and broader ESG outcomes in Chinese listed firms. However, corporate
governance is not solely a matter of formal board architecture. Ownership structure

and the actual engagement level of board members are equally crucial in driving
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Corporate Social Responsibility (CSR) strategies from symbolic compliance to
substantive performance.

China’s hybrid corporate environment, marked by varying degrees of state
ownership and ownership concentration, presents a distinct backdrop for assessing
how internal power dynamics influence CSR. Our earlier analysis confirmed that
independent directors and well-functioning board committees consistently correlate
with higher ESG disclosure quality. At the same time, frequent board meetings were
found to be negatively associated with ESG performance, suggesting that
governance overload or reactive oversight may hinder strategic CSR integration.

This section builds on those findings by examining how different ownership
configurations—such as state ownership, managerial shareholding, and chairman
equity stakes—affect board engagement and CSR outcomes. It also investigates
whether these ownership patterns align managerial incentives with long-term
sustainability goals or reinforce short-termism. Drawing on stakeholder and agency
theories, this subchapter explores how internal governance actors—especially those
with equity influence—can serve as catalysts or constraints for CSR.

By expanding the focus from structural governance to ownership-driven
dynamics, we aim to clarify the mechanisms through which boards actively shape
CSR orientation in practice. The goal is to identify which governance and ownership
combinations most effectively support credible CSR strategies, and how Chinese
firms can align internal governance with external sustainability expectations.
Ultimately, this subchapter contributes to a deeper understanding of how leadership
incentives and board authority interact in the strategic management of CSR within
emerging market contexts.

Table 3.7 summarizes the key governance and ownership variables examined
in Chapter 2 and their respective effects on CSR and ESG performance among

Chinese listed firms. These findings are based on a decade of panel data and
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highlight which internal governance features consistently influence sustainability

disclosure and performance. The table serves as a practical reference for firms

aiming to strengthen ESG integration through targeted governance reforms.

Table 3.7. Summary of Empirical Findings and Practical
Recommendations by Governance Factor*
Empirical
Gove(l)';lance Effect on
. CSR/ESG Interpretation Recommendation
Ownership
Performanc
Factor o
Ensure at least one-third of
Enhances
Board Strong . board members are
. oversight and : S
Independence positive disclosure aualit independent. Prioritize
quattty relevant ESG expertise.
Specialized Establish dedicated
Board Strong structures support CSR/sustainability
Committees positive ESG reporting and committees with clear
accountability mandates.
No Leadership Acceptable under strong
. . concentration board controls, but
CEQO Duality | significant . .. :
neither harms nor separation is preferable in
effect . : :
helps in isolation | complex ESG environments.
Frequent meetings | Focus on meeting quality,
Board . . ) >
: : may signal internal not quantity. Limit to
Meeting Negative . . . ) :
inefficiency or strategic sessions with ESG
Frequency .. .
Crisis agenda items.
Not Larger boards do | Maintain an efficient, diverse
Board Size sionificant not guarantee board (7-9 members). Avoid
& better CSR results excessive expansion.
. Dominant Monitor closely in firms with
Ownership )
: shareholders show controlling owners.
Concentration Neutral ..
(Topl) limited effect on Encourage broader
ESG stakeholder alignment.
: Promote moderate insider
: Personal equity :
Managerial Mild positive | aliens lone-term ownership to balance
Shareholding P & & motivation and

incentives

accountability.
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Empirical
Gove;:ance Effect on
. CSR/ESG Interpretation Recommendation
Ownership
Performanc
Factor o
: Equity owqershlp Support chairman equity
Chairman . . may drive :
: Mild positive : stakes only when combined
Shareholding engagement in oy - :
with independent oversight.
ESG
State Public man.dates Leverage policy mandates
. Strong and scrutiny : o
Ownership ositive imorove ESG and public accountability to
(SOE status) P P SCOres enhance ESG initiatives.

* - Source: Prepared by the author based on generalized theoretical models and
synthesized empirical insights from this research.

The matrix offers both interpretation and action-oriented recommendations. It
recognizes that not all governance levers operate equally across firms. While some
mechanisms—such as board independence and committee specialization—
consistently support higher ESG outcomes, others—Ilike board size or meeting
frequency—require more nuanced consideration. These insights are intended to
guide corporate leaders, regulators, and investors in refining governance structures
to achieve more credible and effective CSR strategies.

The results confirm that certain board attributes and ownership patterns
significantly shape a firm's ESG profile. Independent directors and specialized board
committees stand out as the most reliable drivers of ESG performance. Their
presence ensures greater accountability, improves reporting quality, and supports
long-term stakeholder value. Firms should prioritize these features when designing
governance frameworks, especially in environments with rising external scrutiny.

At the same time, some commonly assumed indicators of strong
governance—such as board size or frequent meetings—show limited or even

negative associations with CSR outcomes. Large boards may dilute focus, and
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frequent meetings can reflect dysfunction rather than strategic engagement.
Efficiency, not volume, should guide governance activity.

Ownership-related factors present a mixed picture. Managerial and chairman
shareholding show modest positive effects, indicating that personal equity can align
leadership with long-term goals. However, excessive concentration by dominant
shareholders does not correlate with better sustainability performance. Firms should
seek to balance ownership influence with broader accountability mechanisms.

State-owned enterprises demonstrate a clear advantage in ESG performance,
likely driven by regulatory mandates and public expectations. Private firms can learn
from these models by adopting similar transparency standards and stakeholder-
focused approaches.

Overall, firms should approach ESG governance as a strategic function, not a
compliance burden. Effective governance structures can create measurable value by
embedding CSR into core decision-making. The findings suggest that a focused,
quality-driven governance strategy—supported by independent oversight and
mission-aligned ownership—offers the most reliable path to ESG leadership.

Ownership structure is a critical driver of how firms approach corporate social
responsibility (CSR). Different ownership models bring different priorities,
expectations, and pressures. Table 3.8 provides a comparative overview of four
common ownership types in Chinese listed companies and outlines their typical CSR
focus areas, along with the challenges each structure faces. This typology helps
explain why CSR engagement often varies—even under the same regulatory
framework.

By identifying the strategic tendencies and obstacles associated with each
ownership form, this table offers a practical lens for assessing CSR readiness and
sustainability alignment. It also provides a foundation for tailoring governance

reforms and stakeholder strategies to ownership realities.
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Table 3.8. Ownership Types and CSR Priorities*

Ownership Type CSR Priorities Challenges
Regulatory compliance,
public engagement,
national policy alignment
Reputation building, risk
mitigation, selective

State-Owned
Enterprise (SOE)

Bureaucratic inertia, formalism,
limited innovation

Private (Family- Short-termism, limited

Controlled) . disclosure, symbolic CSR
community support
Transparent ESG : .
o ) . Pressure for uniform metrics,
Institutional reporting, long-term risk L .
: . potential disconnection from
Ownership management, portfolio
: local context
mmpact
Internal alignment,
Managerial innovation in Overconfidence risks,
Ownership sustainability, selective governance gaps if unchecked

social investment
* - Source: Prepared by the author based on generalized theoretical models and

synthesized empirical insights from this research.

The findings confirm that ownership matters. State-owned enterprises (SOEs)
generally show strong CSR alignment due to political mandates and public
accountability. Their CSR efforts often emphasize compliance, national
development goals, and social stability. However, these firms must guard against
bureaucratic inertia and superficial reporting. The recommendation is to complement
state guidance with innovation incentives and deeper stakeholder engagement at the
local level.

Family-controlled private firms tend to prioritize reputation and risk
minimization, often focusing on select community projects or environmental
gestures. These firms may underinvest in disclosure or long-term strategy. To
strengthen credibility, they should integrate CSR into their core governance practices

and adopt more transparent reporting.
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Institutional investors push firms toward measurable ESG outcomes. They
value comparability, risk management, and disclosure consistency. However, their
focus on standardization may overlook local context. These owners should balance
quantitative metrics with qualitative insight from the ground. Engaging with local
stakeholders and supporting context-specific initiatives can help bridge this gap.

Firms with significant managerial ownership often show a proactive stance in
CSR, especially in areas that reflect internal values or innovation. Yet
overconfidence and unchecked discretion can create governance blind spots. To
manage this risk, firms should ensure that executive equity is matched by
independent oversight and structured ESG planning.

Overall, CSR strategies are not one-size-fits-all. Effective design requires
aligning ownership incentives with sustainability goals. Policymakers and investors
should adapt expectations to firm structure, while boards must tailor engagement
strategies to match ownership dynamics. This differentiated approach will yield
stronger, more credible CSR performance across diverse corporate profiles.

Board composition plays a decisive role in shaping the direction, quality, and
credibility of CSR engagement. Table 3.9 offers a typology of board structures based
on the balance between independent and insider members. It outlines how different
board profiles influence CSR practices and identifies key actions for strengthening
governance alignment with sustainability goals.

Table 3.9. Board Composition Profiles and CSR Engagement*

Board
Profile

CSR Engagement Pattern Recommended Action

Highly Strong ESG disclosure, Maintain independence, enhance

Independent | stakeholder-driven initiatives ESG expertise
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Board
CSR Engagement Pattern Recommended Action
Profile
Balanced Moderate ESG focus, driven Strengthen committee work,
(Mixed) by pragmatic compliance clarify accountability lines
Insider- Weak disclosure, limited CSR Introduce external oversight,
Dominated integration train in ESG strategy

* - Source: Prepared by the author based on generalized theoretical models and
synthesized empirical insights from this research.

This comparative view helps explain why similar firms often take different
approaches to ESG. While structure alone does not guarantee performance, the
presence or absence of independence, diversity, and functional accountability
consistently shapes how boards handle CSR responsibilities.

Boards with a high degree of independence show the strongest commitment
to CSR and ESG reporting. Independent directors are more likely to push for
transparency, stakeholder dialogue, and long-term planning. These boards are best
positioned to align with global sustainability standards. The key recommendation is
to preserve independence while increasing ESG-specific expertise among non-
executive directors.

Balanced boards—those with a mix of insiders and independent members—
tend to adopt a pragmatic approach. They engage with CSR when required but may
lack a consistent strategy. These boards benefit from clearer mandates and more
structured ESG oversight. Strengthening board committees, especially around
sustainability and audit, can increase engagement and ensure follow-through.

Insider-dominated boards pose the greatest risk for symbolic or
underdeveloped CSR strategies. These boards may prioritize internal interests or

short-term targets, neglecting external accountability. The recommendation is to
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introduce independent directors and formal oversight mechanisms. Capacity-
building programs in ESG governance should also be considered.

Across all board types, improving CSR performance depends on board
engagement, not just formal structure. ESG should be treated as a board-level
responsibility—not delegated entirely to management. Boards must own the process,
review outcomes regularly, and connect sustainability goals with business strategy.

In conclusion, strong board governance is essential for credible CSR. Firms
should assess board profiles through a sustainability lens and take concrete steps to
ensure that composition supports—not undermines—Ilong-term responsibility and
resilience. Effective boards translate ESG from principle to performance.

Ownership structure has a direct impact on how Chinese companies approach
ESG practices. Table 3.10 compares average ESG scores by ownership type based
on Huazheng ratings. The data cover over 2,000 A-share companies listed on the
Shanghai and Shenzhen stock exchanges between 2013 and 2023. Scores follow a
standardized 9-point scale, from C (1) to AAA (9).

This table helps identify which types of firms are leading in ESG performance
and where common gaps remain. It also highlights the share of companies within
each group rated AA or AAA—seen as industry benchmarks for sustainability and
transparency. The findings offer a data-backed foundation for ownership-specific
governance reform.

Table 3.10. Average ESG Score by Ownership Type in Chinese A-Share
Companies (2013-2023)

Average 13;2;1
Ownership Type ESG Score Firms (% Typical Weak Areas
(Huazheng, with
0-9 scale) AA/AAA)
State-Owned 6.8 41% Environmental innovation,
Enterprises (SOEs) ) ° transparency
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Average Top-
ESG Score Rated
Ownership Type Firms (% Typical Weak Areas
(Huazheng, with
0-9 scale) AA/AAA)
Private (Family- 49 12% Disclosure quality, board
Controlled) ' independence
Institutional Investor- 79 48% Social engagement beyond
Led Firms ) ° compliance
Managerially 57 24% Governance structure,
Controlled Firms ' stakeholder outreach

Explanation:
o The Huazheng ESG Rating uses a 9-point scale ranging from C (1) to AAA (9).
o The data reflect the average ESG score by ownership type, based on a sample of over 2,000
companies listed on the Shanghai and Shenzhen stock exchanges.
o "Top-Rated Firms" refers to the percentage of companies rated AA or AAA, which are considered

industry leaders in ESG performance.

The analysis shows clear patterns. Companies with institutional investor
control tend to lead on ESG. With an average score of 7.2, they outperform other
groups in disclosure quality and risk oversight. However, they still need to improve
community engagement and social impact strategies. Recommendation: build
stronger local partnerships and align ESG goals with stakeholder needs on the
ground.

SOEs rank second, with an average score of 6.8. They benefit from policy
mandates and regulatory expectations but often lag in innovation and environmental
transparency. To move forward, they should shift from compliance-driven
approaches to performance-based ESG strategies. Recommendation: link ESG
targets to executive accountability and promote cross-sector collaboration for
innovation.

Managerially controlled firms perform moderately (5.7 average). These firms

benefit from leadership focus, but without strong oversight, ESG progress can be
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uneven. To improve, boards must introduce formal ESG oversight structures and
create clearer reporting standards. Recommendation: establish independent
sustainability committees and align internal incentives with long-term impact.

Private family-owned firms show the weakest performance, averaging 4.9.
Their low scores reflect limited disclosure and weak governance practices. These
firms often view ESG as a reputational tool rather than a strategic priority.
Recommendation: embed ESG into board discussions, invest in basic reporting
capabilities, and work toward gradual alignment with national and global
sustainability standards.

Overall, Table 3.10 confirms that ESG performance in China is closely linked
to ownership type. There is no one-size-fits-all solution. Instead, each group must
respond to its unique risks, pressures, and expectations. The most effective ESG
progress comes from combining ownership insight with tailored governance action.

While aggregate ESG scores reveal broad patterns, practical insight requires
examining how individual firms implement CSR strategies in real-world settings.
Table 3.11 highlights four companies from China’s A-share market, each
representing a distinct ownership structure. These firms illustrate how ownership
shapes both the direction and execution of CSR and ESG priorities.

Table 3.11. Illustrative Firms by Ownership Type and Their CSR/ESG

Focus*
OW;;;Seh‘p Repererier'l‘;at‘V ?gfaﬁ‘:;g Flagship CSR/ESG Practice
State-Owned Large-scale environmental
Enterprise Sinopec Corp AA remediation and rural
(SOE) education programs
(Ezlr‘rfl?i[;— Midea Group A P?ilapthrop y-driven CSR,
imited ESG disclosure

Controlled)

Institutional Ping An AAA Integrated ESG reporting,

Investor-Led Insurance climate risk stress testing
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Ownership | Representativ | ESG Rating . .
Type e Firm (Huazheng) Flagship CSR/ESG Practice
Managerially | Tongwei Co., A Solar energy investment, mid-
Controlled Ltd level governance transparency

* - Source: Prepared by the author based on generalized theoretical models and
synthesized empirical insights from this research.

Each company listed has been rated by Huazheng and is known for a flagship
sustainability practice. These examples show that ownership type not only
influences ESG performance levels but also affects the nature of engagement—
whether through compliance, innovation, philanthropy, or integrated reporting.

The selected examples confirm that ownership structure is closely tied to ESG
behavior on the ground. Sinopec Corp, a leading SOE, shows a strong focus on
national development goals. Its investment in rural education and environmental
remediation reflects state priorities and reputational obligations. The challenge lies
in deepening transparency and linking ESG targets with long-term innovation.
Recommendation: integrate measurable performance indicators into sustainability
programs to go beyond policy fulfillment.

Midea Group, as a family-owned firm, demonstrates active CSR through
donations and social projects. However, its ESG reporting remains limited. This
highlights a broader issue in privately controlled companies: initiatives often lack
consistency and traceability. Recommendation: invest in ESG reporting systems and
begin aligning disclosures with market expectations, starting with basic climate and
governance metrics.

Ping An Insurance, led by institutional investors, offers a benchmark for ESG
integration. Its climate risk stress testing and detailed sustainability reporting place
it among China’s ESG leaders. The risk, however, is over-reliance on top-down
Recommendation:

metrics. complement data frameworks with qualitative

stakeholder engagement to ensure holistic sustainability.
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Tongwei Co., Ltd, a managerially driven firm, shows strong commitment to
clean energy and moderate ESG performance. Its solar investments position it as a
forward-looking company. Still, governance remains mid-level. Recommendation:
reinforce transparency at the board level and formalize stakeholder communication
to support long-term credibility.

In sum, Table 3.11 shows that ownership not only influences ESG scores but
also determines how sustainability is prioritized and communicated. Strong ESG
strategies require not just good intentions but also structure, disclosure, and
accountability. Learning from firm-level examples helps build a roadmap that
matches governance realities with credible action.

Table 3.12 maps the link between ownership type, board structure, and the
depth of CSR integration in Chinese firms. While ESG scores reflect performance
outcomes, they do not fully explain how internal dynamics shape those outcomes.
This table focuses on how governance configurations—particularly the size,
independence, and engagement of boards—interact with ownership models to
influence CSR strategy.

Table 3.12. Ownership—Board Configuration and Depth of CSR

Integration in Chinese Firms*

Board Typical
Ownership CSR Strategic Governance
Structure . .
Type Integratio Weakness Recommendation
Pattern
n Level
Large board, Formalism, Strengthen internal
SOE high formal | Moderate low ESG accountability
independenc | to high responsivenes and link KPIs to
e S impact
Private Small, Lack of Add independent
. o Low to . .
(Family- insider- moderate transparency, | directors; introduce
Controlled) | dominated symbolic CSR | external ESG review
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Board Typical
Ownership CSR Strategic Governance
Structure . .
Type Integratio Weakness Recommendation
Pattern
n Level
Institutional Balanced ' Overrehapce Embed ESG into risk
Investor- | board, active High on reporting : :
) : and audit functions
Led committees metrics
Mid-size, Weak board Formalize CSR
Manageriall | concentrated Moderate oversight, governance roles and
y Controlled power selective periodic stakeholder
structure engagement input

* - Source: Prepared by the author based on generalized theoretical models and
synthesized empirical insights from this research.

By combining board structure patterns with real integration levels, the table
outlines typical weaknesses and offers practical governance recommendations. It
provides a clear, actionable guide for firms seeking to move from symbolic
compliance toward authentic sustainability.

The data show that state-owned enterprises (SOEs) typically operate with
large boards and formal independence. These firms tend to deliver moderately strong
CSR results but often lack agility. Their main challenge is moving beyond formal
reporting to genuine responsiveness. Boards in SOEs should tie ESG indicators to
internal performance systems and ensure top-level ownership of sustainability
targets.

Family-controlled firms usually rely on insider boards and maintain low levels
of CSR integration. These firms are often skeptical of formal ESG processes, treating
CSR as reputation management. To shift toward meaningful engagement, these
companies must introduce independent directors, strengthen disclosure, and open
the board to external ESG review.

Institutionally owned firms benefit from structured boards and active ESG

committees. These companies score well across most dimensions but risk over-
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indexing on metrics without enough stakeholder connection. The path forward is to
embed ESG more deeply into risk management and governance, ensuring ESG
outcomes are linked not only to reporting but to business resilience and long-term
value creation.

Managerially controlled firms sit in the middle. While leadership support
drives initiatives like clean energy or social programs, the board’s role often remains
passive. These companies need to formalize ESG oversight through board-level
roles and periodic stakeholder consultation. Clearer structures will help sustain CSR
engagement beyond individual leadership vision.

Across all models, one insight stands out: board engagement makes or breaks
CSR credibility. Ownership defines context, but it is governance that defines
direction. Firms should treat board design not as a compliance issue, but as a
strategic enabler of long-term sustainability. Getting the structure right is not
enough. What matters is how that structure translates into consistent, accountable,
and integrated CSR decisions.

Understanding how ownership structure and board governance interact is key
to explaining differences in CSR outcomes. While prior tables have outlined patterns
across ownership types, a visual representation allows for a clearer comparison of
their strategic positions. Figure 3.1 places four dominant ownership models within
a two-dimensional space defined by board governance strength and CSR integration
level.

This layout helps identify which types of firms combine strong governance
with deep CSR engagement and which lag behind. It also reveals structural trade-
offs. Some firms perform well on paper but struggle with implementation. Others
engage meaningfully but lack transparency. The visual map highlights these

distinctions in a compact, intuitive form.
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Institutional
High Investor-Led

Moderate SOE

Managerially
Controlled

Board Governance Strength

Private
Low (Family-Controlled)

Low Moderate High
CSR Integration Level

Figure 3.1. Ownership—Governance Landscape in CSR Strategy (China)

* - Source: Prepared by the author based on generalized theoretical models and
synthesized empirical insights from this research.

The figure confirms that institutional investor-led firms hold the most
balanced position—strong board structures aligned with high CSR integration.
SOEs, while also performing well, tend to lean on formal frameworks more than on
stakeholder responsiveness. Managerially controlled firms show mid-level
alignment, with room for stronger oversight. Family-controlled firms remain
isolated, scoring low on both axes.

These insights are not static. They point to governance levers that can be
adjusted. Improving board composition, defining ESG responsibilities, and
strengthening disclosure practices can move firms toward the upper-right quadrant.
In that space—where strong governance meets strategic CSR—firms gain

credibility, resilience, and long-term value.
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Figure 3.2 outlines the strategic logic that connects internal governance with
corporate social responsibility (CSR) and economic outcomes. It visualizes how
board characteristics and ownership structure shape ESG governance, which in turn
determines the depth of CSR strategy. The final link shows how well-integrated CSR
efforts can translate into improved financial performance.

This pathway reflects the core premise of the dissertation: CSR should not be
treated as an isolated initiative or a reporting obligation. It must be anchored in
governance systems that ensure consistency, accountability, and long-term value

alignment. The figure provides a roadmap for how firms can build this alignment.

[Board Characteristics] [Ownership Structure]

[ESG Governance Score]

[CSR Strategy Depth]

[Economic PerformanceJ

Figure 3.2. Strategic Management of CSR: Governance to Performance
Pathway

* - Source: Prepared by the author based on generalized theoretical models and
synthesized empirical insights from this research.

The diagram makes clear that strong CSR outcomes begin with governance.

Board composition, independence, and expertise set the tone. Ownership structure



189

adds another layer—either reinforcing long-term thinking or introducing short-term
pressure. Together, these shape how ESG is managed internally.

Effective ESG governance is not the end goal. It is a bridge to deeper CSR
strategies—those that go beyond symbolic actions to embed sustainability in
operations, culture, and planning. When this alignment is achieved, firms are better
positioned to gain trust, attract capital, and deliver resilient economic results.

This model highlights a strategic truth: performance follows structure. To
unlock the potential of CSR, firms must first get the governance right. Then, they
must ensure that ESG oversight feeds directly into how CSR is designed,
implemented, and measured. When these steps align, the economic benefits are not
only possible—they become sustainable.

Table 3.13 presents a typology of governance structures and their strategic
consequences for CSR orientation and economic performance. It links four common
governance profiles—observed in Chinese listed firms—to patterns of CSR
integration and the nature of financial outcomes. Each profile reflects a combination
of board design, decision-making logic, and ESG commitment.

The goal of the table is to show that performance does not emerge in a
vacuum. It follows structure. The way boards are configured, the level of
independence they maintain, and the role of executive leadership all influence how
CSR is implemented—and whether it drives long-term value or remains symbolic.

Table 3.13. Governance Structure Profiles and Their Strategic

Implications for CSR and Firm Performance*

Expected
Governance Key Features CSR Strategy | Economic Strategic
Profile Orientation | Performanc | Implication
e
Formal- Large board, | Programmatic, Stable, Improve
Independent compliance- aligned with moderate responsivenes
(e.g. SOE) driven, policy goals | returns with s and
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Expected
Governance Kev Features CSR Strategy | Economic Strategic
Profile y Orientation | Performanc | Implication
e
politically limited innovation
aligned agility capacity
ESG-trai High Maintai
Balanced- SG tramed Integrated, 5 aintain
: board, active ) resilience, structure,
Strategic ) data-driven,
committees, long-term deepen
(e.g. forward-
oS external : value stakeholder
Institutional) looking : . )
assurance creation integration
: Low
I - : : I
ns1§ler transparency, | Philanthropy- Volatile, ntrpduce
Dominant : oversight and
: few external based, reputation- )
(e.g. Family . : ) reporting
voices, informal | reputational dependent o
firms) discipline
control
Vision-driven, o )
: Institutionaliz
: few governance Selective, Moderate,
Executive- : . e strategy to
checks, driven by contingent on
Led (e.g. . ) . . ensure
; innovation- leadership executive )
Managerial) . . . consistency
oriented commitment continuity .
. over time
leadership

* - Source: Prepared by the author based on generalized theoretical models and

synthesized empirical insights from this research.

The comparison reveals a clear hierarchy of outcomes. Balanced, well-

governed firms with ESG-trained boards and structured committees are consistently

better positioned. They treat CSR not as a marketing tool or a compliance formality

but as a strategic pillar. These firms tend to outperform in terms of resilience,

stakeholder trust, and long-term profitability. The key recommendation is to

maintain this structure, while integrating ESG more deeply into risk and audit

functions.

In contrast, state-owned enterprises—though structurally formal and often

well-resourced—tface issues of rigidity and slow response. CSR here is often shaped

by external mandates, not internal commitment. While stability is an advantage,
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innovation and stakeholder engagement remain underdeveloped. These firms should
work to internalize sustainability by linking ESG metrics to executive KPIs and
operational planning.

Family-controlled firms show the weakest alignment. They typically lack
external oversight and transparency, relying on ad hoc philanthropy or reputational
gestures. Economic outcomes in such settings are highly sensitive to public
perception. The priority here should be to introduce independent board members,
formalize ESG reporting, and align CSR with long-term competitiveness rather than
short-term reputation.

Managerially controlled firms stand between these extremes. They benefit
from leadership vision but often lack institutional discipline. Their CSR strategy
reflects personal commitment rather than systemic governance. Over time, this
creates risk. These firms should codify their approach, distribute responsibility
beyond the top team, and embed ESG in formal board processes.

Overall, the table supports a simple but powerful idea: governance is not
neutral. It shapes how firms act, how they are perceived, and what results they
achieve. Strong CSR begins with structure—but does not end there. Governance
must be designed to guide, challenge, and sustain responsible strategy. That is the
core of strategic CSR management.

Table 3.14 presents a normative framework for aligning governance design
with CSR ambition. The structure is built around a simple question: if a firm wants
to achieve a certain level of CSR engagement, what kind of board, ownership model,
and internal culture does it need?

Each row reflects a step on the CSR maturity ladder—from minimal efforts to
fully embedded responsibility. The goal is to move beyond abstract commitment and
show what governance must actually look like if sustainability is to be real, not

rhetorical.
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Table 3.14. Strategic Design for High-Level CSR Integration: Normative

Governance Guidelines*

Target Board ESG Ownership l?\?lgli;?ln-
CSR Level Composition Oversight Alignment &
Culture
Symbolic / 11.131der— Absent or Family-owned or Ad hoc,
Minimal dominated, no purely formal | passive control fmage-
independents driven
CSR
) Mixed board with discussed Diffuse or Reactive,
Basic . .
Compliance nominal annually, no manager- disclosure-
independents tracking controlled led
system
Majority Dedicated Institutional or .
) ) Proactive,
Strategic independent ESG or engaged Jdata-
CSR board with ESG | sustainability managerial :
: : . informed
literacy committee ownership
. Long-term
Integrated ESG:-trained ESG - oriented, Embedded
board, with embedded in
CSR . transparent , culture-
. stakeholder audit, risk, : :
Leadership . ownership driven
representation and strategy
structure

* - Source: Prepared by the author based on generalized theoretical models and

synthesized empirical insights from this research.

CSR does not start with reporting. It starts with how decisions are made, who

sits at the table, and what drives their thinking. The table confirms that weak
governance rarely delivers strong responsibility. Symbolic or minimal CSR tends to
emerge from closed, insider-led boards. These firms often act for show, not
substance. Therefore, their impact is limited, and so is their resilience.

Basic compliance—while an improvement—is still reactive. A few
independent directors and some disclosure might satisfy legal requirements, but it

won’t create long-term value. These firms need to build structure around ESG. Not
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just annual reports, but systems, roles, and people who understand what
sustainability demands.

Strategic CSR begins when boards become more independent and ESG-
literate. At this stage, firms start seeing CSR as a driver, not a cost. Thus,
sustainability moves from being an add-on to a lens for decision-making. The
presence of active ESG committees signals a shift: from symbolic action to
measurable strategy.

Integrated CSR leadership is the destination. Here, ESG is part of how firms
define risk, opportunity, and success. Boards are not only independent—they are
informed. Ownership is long-term. Stakeholders have a voice. The culture is aligned.
This is not easy to achieve, and it cannot be copied overnight. But it is what separates
truly responsible firms from those who only claim to be.

To conclude, structure matters. If firms want real CSR, they must be willing
to change who decides, how they decide, and why. Governance is not a checklist.
It’s an architecture for values. And if that architecture 1s built well, performance will
follow. Not perfectly, not instantly, but consistently enough to matter.

Table 3.15 explores how the quality of non-financial reporting—particularly
in the CSR and ESG domains—acts as a signal of governance maturity and strategic
commitment. In recent years, ESG disclosure has become more than a regulatory
checkbox. It now reflects a company’s internal systems, culture, and strategic
direction. Thus, the depth and structure of non-financial reporting can reveal whether
CSR is truly integrated or merely symbolic.

The table presents four typical levels of disclosure quality, matched with
corresponding governance features and external signals. This layered view allows
firms to assess where they stand and what their reports actually communicate—to
investors, regulators, and society. It builds directly on the logic of Section 3.2, where

board composition and ownership structure were shown to influence CSR behavior.
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Here, the lens shifts to what those behaviors look like when written down, published,

and evaluated.

Table 3.15. Non-Financial Disclosure Quality as a Signal of CSR

Integration and Governance Maturity*

Disclosure . Underlying CSR/ESG
. Typical . External
Quality Characteristics Governance | Integration Sional Sent
Level Quality Profile &

: Generic Low, image- Gregnwashm
Superficial / Weak or absent . g risk, low
) statements, vague . driven :
Symbolic ; ESG oversight e investor

goals, no metrics initiatives confidence
Follows minimal Procedural Passive
Basic legal standards, Formal ESG CSR._ limited credibility,
Compliance- some KPIs, role, weak S tr’a to meets
Oriented fragmented enforcement gy regulatory
structure connection minimum
: Functional Aligned with | Moderate
Substantive Consmten‘F KPIs, ESG risk trust, suitable
strategy-linked, )
and third-part committee, management for
Structured party regular board and responsible
references . . :
review operations capital
.Audlted Board-leYel Embedded in S‘qopg
disclosures, ESG oversight, credibility,
Integrated SDG-linked Cross- corporate high
and Assured targets, integrated | departmental purrpotsrz tand stakeholder
with financials ESG system core strategy trust

* - Source: Prepared by the author based on generalized theoretical models and
synthesized empirical insights from this research.

Reporting is never neutral. What a company chooses to disclose—and how it
discloses it—says as much as the content itself. At the lower end of the spectrum,
we see firms that release generic statements with no metrics or follow-up. These are
often companies with weak ESG governance, little board involvement, and low
stakeholder accountability. Therefore, their reports generate distrust. Investors might

see them as “greenwashing,” while civil society often reads them as PR.



195

Basic compliance reporting is a step up, but still lacks depth. These disclosures
meet formal requirements but fail to link sustainability to business strategy. They
typically come from firms with surface-level ESG structures—such as a named
officer or occasional board review. Thus, while they may check boxes, they rarely
inspire confidence or change.

Substantive reporting, on the other hand, includes consistent indicators, third-
party sources, and alignment with operational goals. These firms often have
dedicated ESG committees and board-level oversight. Their disclosures speak not
only to compliance but also to performance. Therefore, they attract responsible
investors and build mid-term trust.

At the top level, integrated and assured reports connect ESG goals with
financials, business risk, and long-term strategy. They are often assured by third
parties and aligned with international standards like GRI or SDGs. Governance at
this stage is not just about structure—it becomes culture. ESG is embedded in how
decisions are made, how performance is measured, and how the firm presents itself.
Thus, trust deepens. So does access to long-term capital.

This framework matters because, as discussed in Section 3.2, board
engagement and ownership design directly shape ESG priorities. If governance is
fragmented or symbolic, reports will reflect that. But when boards are informed and
engaged, disclosure becomes a mirror of real action. And in the current global
context, where stakeholders expect more than promises, that mirror must be clean,
honest, and strategically aligned. Otherwise, it’s just noise.

Figure 3.3 visualizes the logical pathway from internal governance design to
external economic outcomes, using ESG disclosure as the central link. It starts with
board and ownership structure—two factors explored earlier in Section 3.2—and

shows how they influence the quality of ESG oversight. From there, the pathway
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continues through the structure and credibility of non-financial reporting, which then
shapes CSR integration and ultimately, how stakeholders respond.

This figure was built to capture a basic truth: what a firm reports is a reflection
of how it governs. And what it governs—if structured right—translates into trust,
impact, and long-term value. The process is not automatic. But it is traceable. Each
stage builds on the previous one, and breakdowns at any point tend to show up in
public perception or financial performance. Thus, it’s not just a pathway. It’s a test

of internal alignment.

Governance Structure
(Board & Ownership)

[ESG Oversight Quality]

Non-Financial Reporting
(Depth and Assurance)

[CSR Integration LeveIJ

External Stakeholder Trust
(Investors, Society)

(Economic Value Creation]

Figure 3.3. From Governance to Trust: The Pathway of ESG Disclosure
Quality

* - Source: Prepared by the author based on generalized theoretical models and
synthesized empirical insights from this research.
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The figure reminds us that ESG disclosure is not just about what a firm
chooses to publish. It reflects how seriously the firm takes its commitments. If ESG
1s managed in isolation or as a PR function, it will show. Reports will feel thin,
metrics inconsistent, and trust will stay fragile. But if boards are engaged and
oversight is real, reporting becomes a mirror of strategy—not a mask. Therefore,
quality reporting should be treated as a strategic asset, not a communications tool.

Looking ahead, companies that want to lead in sustainability must treat
governance as the engine of credibility. It is not enough to adopt frameworks or issue
glossy reports. What matters is how those reports are built—from real systems,
measurable goals, and decisions grounded in accountability. Thus, the more
disciplined and open the process, the more likely it is to generate trust. And in today’s
ESG landscape, trust is no longer optional—it’s the baseline for legitimacy.

Table 3.16 summarizes common types of ESG/CSR reporting among Chinese
listed firms. It classifies them by prevalence, typical firm profile, core features, and
perceived credibility. The data reflect general patterns observed between 2013 and
2023 across the Shanghai and Shenzhen stock exchanges.

The following sources informed the categorization and estimates:

1. Sino-Securities Index ESG Ratings Methodology
Provides ESG scoring for over 2,000 Chinese firms, with disclosure quality
benchmarks.
https://www.chindices.com/files/Sino-
Securities%20Index%20ESG%20Ratings%20Methodology.pdf

2. CSMAR Database (China Stock Market & Accounting Research)

Leading academic database used to assess CSR/ESG disclosure frequency and
content structure n A-share firms.

https://www.gtarsc.com/



https://www.chindices.com/files/Sino-Securities%20Index%20ESG%20Ratings%20Methodology.pdf
https://www.chindices.com/files/Sino-Securities%20Index%20ESG%20Ratings%20Methodology.pdf
https://www.gtarsc.com/
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3. Deloitte = China  ESG  Reporting  Readiness Survey 2023
Highlights trends in assurance, alignment with global standards, and
challenges in ESG Integration.

https://www?2.deloitte.com/cn/en/pages/risk/articles/2023-esg-disclosure-

readiness.html

4. PwC China ESG Readiness Survey 2022

Identifies gaps in ESG reporting maturity and stakeholder trust in listed

Chinese companies. https://www.pwcen.com/en/research-and-insights/china-

esg-readiness-survey-report.html

5. Shanghai and  Shenzhen  Stock  Exchange ESG  Guidelines

Define minimum disclosure requirements and structure for ESG reports.

Thus, table 3.16 presents a practical classification of ESG and CSR disclosure
types commonly found among Chinese listed firms. It outlines not just the format of
the reports but also what they reveal about internal governance, stakeholder
orientation, and strategic intent. Each type is mapped according to prevalence,
associated firm characteristics, and perceived credibility. This structure ties directly
to the analysis in Section 3.2.

Table 3.16. Types of ESG/CSR Disclosure Among Chinese Listed
Companies (Empirical Patterns, 2013-2023)*

Disclosure | Prevalenc Typical Core Features Credibilit
Type e (%) Firms y Level
: Small- and Generic templates, Low =
Boilerplate . often
42 mid-cap repeated phrases, no .
CSR Report : ) viewed as
private firms quantifiable targets )
symbolic
Basic SOES and Covers E, S, and G; weak | Medium —
Stand- large ) . ) . )
28 . : integration with business | credible
Alone ESG industrial strate but limited
Report firms o



https://www2.deloitte.com/cn/en/pages/risk/articles/2023-esg-disclosure-readiness.html
https://www2.deloitte.com/cn/en/pages/risk/articles/2023-esg-disclosure-readiness.html
https://www.pwccn.com/en/research-and-insights/china-esg-readiness-survey-report.html
https://www.pwccn.com/en/research-and-insights/china-esg-readiness-survey-report.html
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Disclosure | Prevalenc Typical Core Features Credibilit
Type e (%) Firms y Level
Exch Firms listed Follows Medium-
CXC a?ge; 15 on STAR Shanghai/Shenzhen High —
Eso(gn}g;ag ot Board, exchange guidelines, reliable
P ChiNext formal ESG indicators structure
Top 100 A- . High —
Integrated Linked to UN SDGs, .
CSR-ESG 10 Slg;zririgis’ cross-referenced to annual strz;eziglc
Report sector report, third-party verified trustworthy
Dual-listed
GRI/Global firms, Full GRI/SASB Very High
alignment, assurance
Standard 5 export- . — rare but
. included, stakeholder .
Reports oriented : leading
firms mapping

* - Source: Prepared by the author based on generalized theoretical models and

synthesized empirical insights from this research.

There, we saw how ownership structure and board engagement influence the
depth of CSR integration. Here, we see how that depth—or its absence—
materializes on paper. Thus, disclosure becomes not just an output, but a diagnostic
tool. It tells us how a company thinks, how seriously it acts, and how far it’s prepared
to go.

The first thing that stands out is how many firms still rely on boilerplate CSR
reports. These documents, often filled with general statements and vague values,
reflect a low-trust governance environment. There’s usually no ESG oversight, no
real board engagement, and no incentive to do more than the bare minimum.
Therefore, these reports often backfire—they signal risk, not responsibility.

Firms that produce basic stand-alone ESG reports are one step further. They
check the formal boxes but lack integration. These reports often come from SOEs or
large industrial firms where ESG has become expected, but not internalized. As a

result, strategy and sustainability remain parallel rather than aligned. Thus, these
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firms risk falling into a “compliance trap”—doing just enough to satisfy the surface
without building deeper value.

Exchange-compliant ESG reports are more structured. They reflect firms—
especially those on innovation-focused boards like STAR or ChiNext—that are
trying to move forward. These companies start using indicators, link reporting to
board processes, and bring some regularity. But even here, the content can feel
procedural. Therefore, the next step must be to connect reporting with culture and
decision-making.

The most mature forms—integrated and globally aligned reports—are still
rare. But they are also the most valuable. These firms use ESG as a lens for
everything: capital allocation, stakeholder dialogue, even innovation. Their reports
are not just documents—they are reflections of strategy. Assurance, SDG linkage,
and GRI standards give these firms credibility in global markets. Thus, they gain not
only trust, but also access to better capital and talent.

In short, as Section 3.2 argued, structure shapes behavior. And disclosure
reveals it. If boards are passive and ownership short-term, the report will say so. But
if the firm 1s serious about its future, that too becomes visible. So rather than asking
who has the best-looking report, we should ask: what kind of firm would produce
this—and why? That’s the strategic question.

Figure 3.4 illustrates a simple but important idea: structure shapes behavior.
In corporate sustainability, outcomes are rarely random—they reflect the systems
and incentives that guide decisions. This diagram shows how ownership models and
board composition set the tone for ESG oversight, which then influences the format
and depth of non-financial reporting. That, in turn, determines how deeply CSR is
integrated into business practice.

This visual logic expands the argument made in Section 3.2. There, we

examined how different governance configurations affect CSR strategy. Here, the
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focus is on the transmission mechanism: how governance influences reporting, and
how reporting shapes actual behavior. Thus, the figure works like a map. It connects
institutional design with public trust, passing through internal alignment and

accountability.

Board Composition

N

[ESG Oversight Structure)

N

[Reporting Format & Depthj

[ Ownership Type & 1

[ CSR Strategy Integration J

Figure 3.4. Structure Shapes Behavior: From Governance to CSR

Strategy,

* - Source: Prepared by the author based on generalized theoretical models and
synthesized empirical insights from this research.

What stands out is how each stage depends on the one before it. A company
with short-term ownership and a passive board is unlikely to invest in rigorous ESG
oversight. Without that oversight, reporting becomes vague, sometimes symbolic.
And without meaningful disclosure, CSR stays superficial. Therefore, fixing
reporting quality without addressing board structure is like polishing the surface
while ignoring the foundation.

On the other hand, when ESG is anchored in governance—from committee
mandates to executive KPIs—the difference shows. Reports become tools, not

brochures. Strategy begins to reflect sustainability not just as a value, but as a way
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of working. Thus, improving outcomes means working backwards. If trust is the
goal, start with the structure. That’s where credibility takes root—and where long-
term value begins.

This section has shown that ownership structure and board engagement are
not background factors—they are strategic levers. The way a board is composed,
who holds equity, and how actively directors participate all shape whether CSR
becomes real or remains symbolic. In the Chinese corporate landscape, where
governance models vary widely, these elements take on particular weight. Therefore,
understanding governance isn’t just a technical matter—it’s a way to read a firm’s
intentions.

The data confirm that certain governance features—especially board
independence and the presence of specialized ESG committees—consistently
correlate with stronger disclosure and higher CSR integration. But structure alone is
not enough. How that structure functions—whether meetings are meaningful,
whether reporting is used strategically—makes the difference. Thus, performance
follows structure, but only when that structure is active, informed, and connected to
core decision-making.

Ownership type also sends a signal. State-owned firms benefit from public
mandates and tend to report more. But their risk lies in formalism. Private family
firms, by contrast, may engage in CSR for reputational reasons, yet lack oversight.
Institutional investors push for metrics but sometimes miss context. And managerial
ownership can support innovation—but without guardrails, it can drift toward
discretion or overreach. Each profile has strengths and risks. Therefore, governance
reform must be tailored—not generic.

The lesson is strategic: if a firm wants credible, value-generating CSR, it must
build the right internal architecture. That means aligning board composition, ESG

oversight, and ownership incentives. It means treating sustainability not as a side
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project, but as a governance priority. When structure and behavior align, CSR stops
being cosmetic—it starts to deliver. And in that alignment, long-term trust and

performance begin to take root.

3.3 Strategic Integration and Financial Consequences of CSR

Implementation

Strategically integrating Corporate Social Responsibility (CSR) into core
business operations is no longer optional for firms aiming to remain competitive in
today’s sustainability-driven markets. In China, growing pressure from regulators,
investors, and consumers has pushed listed companies to align CSR initiatives with
environmental, social, and governance (ESG) goals. This shift has moved CSR from
symbolic gestures to structured, outcome-oriented strategies. Section 3.3 explores
how this integration affects financial performance and the quality of sustainability
disclosures.

This analysis draws on the evidence presented in Chapter 2, which highlights
how governance structures, board oversight, and internal CSR typologies influence
ESG outcomes. It particularly focuses on how different CSR strategies—ranging
from minimal compliance to advanced integration—affect both profitability
(measured by ROA and ROE) and the credibility of ESG reporting. The findings
suggest that companies with high CSR engagement consistently outperform others
in both financial and non-financial metrics.

Importantly, regional differences in China shape these outcomes. CSR and
ESG integration deliver stronger financial returns in the western provinces, while
effects are weaker in the central regions. These findings indicate that institutional

context and market expectations play a key role in determining the value of CSR.
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This section provides a concise summary of these patterns through a typology-based
table, followed by practical implications for managers, investors, and policymakers.

The integration of Corporate Social Responsibility (CSR) into core business
strategy varies significantly across Chinese listed companies. Based on empirical
findings from Chapter 2, firms fall into three broad categories: CSR Leaders, CSR
Developers, and CSR Minimalists. These categories differ not only in how deeply
CSR is embedded into operations but also in their resulting ESG performance and
financial outcomes. Understanding these patterns is critical for guiding strategy,
especially under mounting regulatory and stakeholder expectations.

Table 3.17 provides a comparative overview of each CSR typology,
summarizing average ESG scores, ROA/ROE performance, strategic strengths, key
vulnerabilities, and tailored recommendations. These insights draw on a decade of
data from A-share firms and offer practical guidance for Chinese companies aiming
to improve both sustainability and profitability through better-aligned CSR
strategies.

Table 3.17. Strategic CSR Typologies and Financial-ESG QOutcomes:

Evidence-Based Recommendations for Chinese Listed Firms*

CSR ESG | pnancial Strategic
Strategy | Performanc s (ROA / Strengths Weaknesses | Recommendation
Type e (Avg.) ROE) S
Maintain
High (scores: ?\Eggg;‘fi High CSR leadtelfisrlzll-p i}:ough
CSR & " | Highand | BOVEIMANCE | osts, risk of party
Leaders 85-91 across stable high symbolic assurance, regional
ESG) stakeholder overload adaptation, and
trust ESG-driven
innovation
Focused iri:pf;?oﬁsirio
Moderate Moderate social Weak g
CSR . . environmental
(scores: 68— and investments, | environmenta .
Developers . domains; enhance
80) uneven operational | governance .
. board oversight on
efficiency L2
sustainability
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CSR ESG Egl‘:i‘c‘:;ila; Strategic
Strategy | Performanc s (ROA / Strengths Weaknesses | Recommendation
Type e (Avg.) ROE) S
Transition from
Volatile Low compliange to'
CSR > | Cost control, stakeholder | value-creation via
ST Low (scores: | often low . :
Minimalist 55-65) or baS}c conﬁdejnce, basp ESG
s negative compliance reputational reporting and
risk independent board
evaluation

*Source: Based on empirical evidence from cluster analysis in Chapter 2 and regional ESG—financial
performance studies (2013-2023 A-share data).

Note: ESG scores calculated from Huazheng Index; ROA/ROE trends drawn from CSMAR data.

The evidence confirms that CSR Leaders—firms that treat social
responsibility as a strategic asset—deliver the highest performance across all
dimensions. They combine ethical commitments with measurable ESG actions and
transparent reporting. These firms benefit from stronger stakeholder trust,
reputational capital, and long-term financial stability. However, maintaining this
position requires vigilance. Leaders should invest in third-party assurance, regional
tailoring of strategies, and innovation that aligns with sustainability goals. Without
continued adaptation, even strong systems can become rigid or symbolic.

CSR Developers sit in a transitional phase. Their practices show selective
engagement, especially in workforce and community dimensions. Financial
outcomes are mixed, often depending on short-term efficiency rather than long-term
resilience. These firms would benefit most from expanding their environmental and
governance practices. Establishing clearer board accountability and adopting cross-
functional ESG integration can help move them from partial to full strategic CSR
alignment.

CSR Minimalists remain compliance-driven. Their low ESG scores and weak
financial returns indicate that minimal engagement in sustainability offers little

benefit—either reputational or economic. These firms are vulnerable to regulatory
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shifts, investor exclusion, and erosion of public trust. Transitioning from symbolic
to substantive CSR is not only feasible but necessary. Even basic improvements—
such as starting ESG reporting or appointing independent board members with
sustainability oversight—can mark the beginning of transformation.

Across all types, the link between strategic CSR integration and financial
value is no longer hypothetical. The data shows that when governance supports
sustainability, firms gain more than legitimacy—they gain measurable advantages.
Regional differences also matter. Firms in China’s western provinces benefit more
from ESG investments, likely due to lower competition and stronger stakeholder
demand. This suggests that location-specific strategies should complement national
ESG frameworks.

In sum, CSR integration must be both strategic and contextual. There is no
universal formula, but the direction is clear. Chinese firms that embed ESG into
decision-making, assign responsibility at the board level, and focus on transparency
are best positioned for long-term success. The path from compliance to leadership is
not easy, but the benefits—financial, reputational, and strategic—are too great to
ignore.

While typologies help classify companies by CSR maturity, they offer limited
insight into how strategic alignment translates into tangible business outcomes.
Table 3.18 addresses this gap by mapping each CSR typology to key performance
dimensions—strategic integration, disclosure, stakeholder trust, regulatory
exposure, competitiveness, and financial stability. The matrix shows clear variation
in how CSR positioning affects broader corporate health and resilience.

The table reflects patterns observed across the empirical data and interviews
presented in Chapters 2 and 3. Companies that align CSR with governance and

operational processes tend to outperform those that treat CSR as a symbolic add-on.
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These differences are not just conceptual; they manifest in risk profiles, reputation
strength, and investor confidence.

Table 3.18. CSR-ESG Strategic Alignment Matrix: Impact on Key

Business Dimensions in Chinese Listed Companies*

CSR Strategic | Disclos | Stakehol | Regulat | Market . .
. ... | Financial
Typolo | Integratio ure der ory Competitiv Stabilit
gy n Level | Quality | Trust Risk eness y
CSR Fully . : Stable and
Leaders | integrated High Strong Low High improving
CSR Partially | Mediu | Moderat | Moderat : Moderate
Develop | . Medium and
integrated m e e .
ers variable
CSR | Fragmente Unstable
Minimal dor Low Weak High Low and
ists symbolic declining

*Source: Compiled based on performance trends and governance characteristics discussed in Chapters 2—3.
Note: "Strategic Integration Level" reflects the extent to which CSR is embedded into governance, decision-making,

and operations.

CSR Leaders demonstrate full strategic integration. Their sustainability goals
are embedded into decision-making, and ESG considerations are part of board-level
discussions. This integration produces consistent disclosure, low regulatory risk, and
strong stakeholder relationships. These firms enjoy reputational advantages and
long-term investor trust. Their competitiveness and financial health reflect both
internal discipline and external legitimacy. For these companies, the challenge is not
whether CSR adds value, but how to sustain momentum. Continued innovation,
regular third-party audits, and cross-regional benchmarking can help maintain their
leading position.

CSR Developers sit in the middle. They have adopted structured CSR
programs, but integration is partial. Their disclosures are improving, and stakeholder
engagement is no longer superficial. However, environmental and governance gaps

remain, often due to weak oversight or fragmented accountability. Financial
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outcomes are uneven. Developers may benefit from aligning ESG with core business
metrics and incentivizing management to pursue long-term value over quarterly
performance. Appointing dedicated ESG committees and integrating metrics into
performance reviews can shift them from reactive to proactive strategies.

CSR Minimalists remain the most vulnerable. With fragmented or
compliance-only approaches, their disclosures lack substance, and stakeholder trust
is weak. These firms face the highest regulatory risks and lag in market perception.
Many operate defensively, viewing CSR as a cost rather than an investment. For
these firms, the first step is basic alignment—publishing standard ESG reports,
appointing board-level responsibility, and benchmarking peers. Small steps can
reduce risk exposure and open access to responsible capital markets.

The strategic takeaway is clear. CSR maturity correlates strongly with
institutional trust and market resilience. Firms that embed sustainability into
structure—not just story—outperform others on both financial and reputational
dimensions. As ESG expectations tighten, symbolic compliance will no longer
suffice. Only firms that view CSR as a strategic pillar—not a marketing tool—will
be ready for the next wave of regulatory and market transformation. China’s
regulatory evolution, combined with growing investor activism, means this shift is
not theoretical. It is already underway.

In sum, the CSR—-ESG alignment matrix is not a label. It is a roadmap. Firms
can move from Minimalist to Leader by treating ESG as a strategic investment, not
a reporting exercise. The long-term rewards—Ilower risk, higher trust, stronger
competitiveness—justify the effort. For Chinese firms aiming to compete globally,
this transformation is not optional. It is essential.

A key challenge for Chinese firms is not whether to pursue ESG and CSR—
but how to do it in practice. Strategy without structure leads to symbolic outcomes.

Table 3.19 addresses this by linking levels of CSR-ESG integration to real
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governance actions across board behavior, reporting quality, and operational

embedding. It highlights the difference between firms that embed sustainability into

systems and those that treat it as peripheral.

The table serves as a diagnostic tool. It outlines what specific governance

mechanisms look like at different integration levels and provides concrete examples

of good practice. These insights are grounded in patterns observed across over 2,000

listed companies and informed by empirical evidence in Chapters 2 and 3.

Table 3.19. Mapping CSR-ESG Integration to Governance Practices in

Chinese Listed Firms*

Integration Board Reporting Operational Examples of
. . . Good
Level Practices Practices Embedding .
Practice
Annual
Dedicated GRI/SASB/TCED ESG KP.Is n climate psk
: ESG/CSR : executive scenario
High . _ | -aligned reports . .
committees; : evaluation; analysis;
(Leaders) with external N
regular board sustainability green
: assurance : : :
reviews in strategy innovation
funds
: CSR teams in Selective
Basic board :
L Internal reporting; select stakeholder
Moderate | oversight; ad : . : .
(Developers) hoc ESG partial GRI or departments; dialogue;
P : local standards pilot ESG targeted social
agenda items S )
nitiatives campaigns
No formal Reactive or dcélr?;gizlse.
ESG Narrative CSR fragmented .
Low . L compliance-
L. oversight; | sections in annual efforts; no
(Minimalists) . based
symbolic reports clear :
. - environmental
policies only accountability
controls

Source: Based on field evidence and regression analysis of governance structures in Chapters 2—3.

Companies with high CSR-ESG integration demonstrate clear governance

commitment. Their boards hold dedicated ESG committees, review sustainability
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performance regularly, and tie environmental and social outcomes to executive
incentives. These firms align with international reporting standards such as GRI,
SASB, or TCFD, and seek third-party assurance. Sustainability is part of how they
plan, operate, and communicate. Examples include climate scenario analysis, ESG-
linked financial instruments, and internal carbon pricing pilots. This level of
structure builds credibility and creates real business value. For these firms, ESG is
not a label—it is infrastructure.

Moderately integrated firms have made visible progress but still face gaps.
They include sustainability on board agendas, but often as a secondary topic. Their
reporting may follow local standards or simplified frameworks, often lacking
assurance. Internally, ESG responsibilities may sit in individual departments without
cross-functional coordination. While they may run social campaigns or supplier
audits, these initiatives remain disconnected from strategy. Moving forward, these
companies should formalize ESG roles, improve board literacy on sustainability, and
adopt unified performance indicators across departments.

Minimalist firms remain at the symbolic stage. Their boards rarely discuss
ESG unless required. Reporting consists of brief CSR statements within annual
reports, often focused on donations or compliance. There is little to no internal
accountability, and ESG efforts are reactive. These firms miss opportunities to
engage stakeholders, access responsible capital, or reduce regulatory risk. The path
forward begins with structure: assign board-level ESG responsibility, introduce
simple KPIs, and build basic reporting aligned with local or international guidance.
Even modest reforms can bring reputational and operational gains.

The findings reinforce a core message: governance determines ESG
credibility. Without clear roles, reporting systems, and cross-functional
implementation, sustainability stays rhetorical. Integrated governance transforms

intent into action. It ensures that ESG is not only measured but managed.
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For regulators and investors, the matrix helps identify which companies are
truly prepared for the transition to high-stakes ESG scrutiny. For firms themselves,
it provides a roadmap for moving from symbolic action to substantive engagement.
The next phase of ESG in China will not be about who talks the loudest—it will be
about who builds systems that deliver results.

In short, strategic ESG outcomes depend on governance depth. Boards that
lead, systems that embed, and metrics that clarify are the pillars of credible ESG.
The firms that succeed will be those that act with structure—not just slogans.

While many Chinese firms pursue ESG integration under the same national
policies, their results differ sharply by region. Market conditions, local governance,
and stakeholder expectations shape how firms implement and benefit from CSR
strategies. Table 3.20 summarizes these differences, comparing financial returns,
disclosure practices, and institutional contexts across three major regions: western,
eastern, and central China.

The table draws from ten years of firm-level data and regression analysis. It
shows that geography matters—not only in how firms approach ESG but also in the
financial consequences. Some regions extract clear economic value from CSR
investments. Others remain stuck in a cycle of low reporting and low returns.

Table 3.20. Regional Variation in Financial Impact of CSR-ESG
Integration in Chinese Listed Companies (2013-2023)*

CSR-ESG
Region Integration ROA ROE | Disclosure Policy Strategic
Level Impact | Impact | Quality | Environment | Recommendation
(Average)
Supportive Sustain momentum
Western High Strong Strong | Moderate ncentive- > | through innovation
China positive | positive | to High . and localized ESG
driven .
scaling
Eastern | Moderate | Moderate | Slightly Hich Competitive Prioritize ESG
China to High positive | positive & and regulated | assurance and link
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CSR-ESG
Resion Integration ROA ROE | Disclosure Policy Strategic
g Level Impact | Impact | Quality | Environment | Recommendation
(Average)
to global capital
market standards
Build ESG
Central Low to Negl1g1b1e Weak Low to Less targeted, capacity, focus on
. or mixed board reform and
China Moderate . or flat | Moderate uneven :
impact foundational
reporting

*Source: Based on empirical regression analysis from Chapter 2 using ROA, ROE, and Huazheng ESG
indicators across regional sub-samples (N = 33,215 firm-year observations).

Note: Disclosure Quality based on proxy variables for CSRI and Huazheng scores; Policy Environment
assessed qualitatively.

Western China shows the clearest link between ESG integration and financial
gain. Firms in this region report strong ROA and ROE effects from CSR. Although
disclosure systems are still developing, the broader environment is supportive. Local
governments offer incentives, and stakeholder pressure is rising. These firms are
often less constrained by legacy practices and more open to innovation. For them,
the next step is to deepen ESG through product innovation, regional partnerships,
and transparent impact measurement. Early momentum should not be wasted.

Eastern China performs well, but the pattern is different. Integration is high,
and disclosure is mature, but the financial effects are less intense. The ESG agenda
here is shaped by global investor pressure and complex competition. Many firms
already publish assured sustainability reports and align with global standards. The
challenge is not basic compliance—it is strategic differentiation. To gain advantage,
firms must move from reporting to transformation. Linking ESG targets to capital
strategy, digital innovation, and long-term risk management is now essential.

Central China lags behind. Here, ESG integration remains weak, and financial
returns are inconsistent or absent. The policy environment is fragmented, and firms

face less pressure to act. Disclosure is often symbolic. For these companies, CSR is
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still seen as a cost or reputation tool, not as a driver of growth. This creates a cycle
of low trust and underperformance. Breaking that cycle requires a strategic reset.
Firms should start with internal governance reforms, adopt standard ESG metrics,
and train boards on sustainability oversight. Regional authorities could accelerate
this by rewarding disclosure quality and building ESG capacity.

The data confirm that ESG integration works best when context is aligned.
Financial benefits follow where firms embed CSR in strategy, and where
stakeholders reward transparency and responsibility. But not all regions are equally
ready. Policy coordination, capacity building, and tailored incentives are critical to
leveling the field. One-size-fits-all regulation will not solve the gap.

For investors, these patterns suggest that ESG ratings must be interpreted
through a regional lens. A firm in western China with rising ESG metrics may be a
better long-term bet than a high-performing firm in the east with flat growth. For
regulators, the results highlight the need for more targeted tools—combining
national rules with regional support systems.

In summary, CSR-ESG integration is not just a matter of firm choice—it
reflects broader regional ecosystems. To unlock full value, firms must align internal
systems with external conditions. And policymakers must recognize that ESG
outcomes depend not only on reporting rules but also on how well those rules are
supported where firms operate. Integration must be both strategic and situated.

The regional variation in CSR—ESG integration has clear implications for
corporate strategy. Firms cannot rely on national policy alone. They must tailor their
ESG approach to local expectations, governance norms, and economic conditions.
A “copy-paste” ESG model risks irrelevance—or worse, failure.

For companies in western China, the message is clear: keep going. These firms
benefit from rising stakeholder demand and policy incentives. To stay ahead, they

should scale successful pilot projects and invest in robust measurement tools. High
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ESG impact in this region is not just correlation—it is a sign of alignment between

internal intent and external context.

Legend
CSR-ESG
Region Color Integration Key Characteristics
Level (1-5)
High ESG impact on
Western Light ROA/ROE; strong
. 4.5 momentum; moderate-to-
China  Blue . . .
; high disclosure; policy
Western China . : Eastern support
Weak ESG integration; low
Central Medium returns; fragmented
. 2.0
China  Blue governance; low
transparency
{ Mature ESG reporting;
J Eastern Dark 3.8 moderate financial return;
s g China  Blue . competitive market; global
' investor attention
Eastern
China

Figure 3.5. China’s Regional CSR—ESG Impact Variation

In eastern China, where disclosure is already advanced, the priority is
differentiation. Investors expect more than compliance—they expect impact. Firms
should use ESG data to inform strategic planning and tie sustainability to business
innovation. Leadership in this region means going beyond checklists and embedding
ESG into long-term value creation.

For firms in central China, the gap is both challenge and opportunity. Those
that act early can define regional standards. Practical steps include setting up ESG
committees, launching transparent disclosures, and training boards on sustainability
governance. Early movers in low-pressure environments often gain the most ground
over time.

Across all regions, the strategic goal is the same: move ESG from reporting
to performance. The firms that do so will not only reduce risk but earn trust, attract

capital, and position themselves for sustainable growth.



215

While regional ESG outcomes differ, they also point toward specific,
actionable priorities. Table 3.21 presents a clear roadmap. It outlines what firms
should focus on in each region, based on their current level of integration,
institutional environment, and performance gaps. These priorities are not abstract—
they are operational levers for value creation.

This matrix helps companies move from observation to execution. It connects
ESG maturity to concrete steps that improve competitiveness, reduce risk, and build
credibility. It also reflects what works in practice, based on patterns found across
more than 2,000 listed companies over a ten-year period.

Table 3.21. Region-Specific Strategic Priorities for Enhancing CSR-ESG

Integration in Chinese Listed Companies*

Region Str.a teglc Recommended Actions Expected Gains
Priority
: Strengthened
1 1 pilots;
Western | Deepen ESG Sca.e success.fu prlots; - stakeholder trust;
: . . formalize reporting; invest in : :
China integration . access to incentive
1mpact measurement
schemes
Differentiate Integrate ESG into capital Enhanced
Eastern through planning; ensure third-party competitiveness;
China | innovation and | verification; focus on transition credibility with
assurance finance global investors
Build E.SG Establish board oversight;
foundations ) Reduced regulatory
Central and adopt standard disclosures; risk: improved
China launch basic stakeholder > 1P
governance market access
) engagement
capacity

* - Source: Prepared by the author based on generalized theoretical models and
synthesized empirical insights from this research.

In western China, many firms have already embraced ESG in principle. They
benefit from favorable policies, rising local awareness, and fewer legacy constraints.

Their task now is to scale. This means institutionalizing reporting practices,
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investing in ESG data systems, and moving from project-based actions to system-
wide integration. These firms should treat ESG as part of core business
infrastructure, not as an initiative. The return will be long-term trust, improved risk
resilience, and preferential treatment under regional support schemes.

Eastern China is a different story. Firms here face mature capital markets,
intense stakeholder scrutiny, and stricter regulatory standards. Many already report
in line with global frameworks and engage in climate or diversity-related
disclosures. Their challenge is to go beyond compliance. Integration should now
focus on innovation, financial alignment, and competitive differentiation. Firms
should treat ESG not as a cost center, but as a growth driver. This could mean issuing
green bonds, tying ESG targets to capital strategy, or embedding transition risks into
financial planning.

Central China shows a basic ESG starting point. Most firms operate with
minimal disclosure and limited board oversight. This group carries the highest
regulatory and reputational risk, but also has the most room to grow. For them,
foundational work is key. This means establishing board responsibility, adopting
recognized reporting frameworks, and engaging even basic stakeholder groups.
These changes do not require large budgets—but they do require commitment and
consistency. Small wins here can drive larger cultural and performance shifts over
time.

Table 3.21, then, i1s more than a summary—it is a strategy map. Each cell
reflects a realistic, evidence-backed pathway. No region is locked into its current
state. Companies that act now—especially in lower-performing regions—can shift
position and gain early-mover advantage. What matters is not where a firm starts,
but how clearly it understands its context and how decisively it moves forward.

The broader implication is that ESG in China must be regionally adapted but

strategically unified. Companies need to understand where they stand, respond to
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local dynamics, and use ESG as a framework not just for compliance—but for
competitive leadership. Those who align local action with global standards will be
best positioned to thrive in the next phase of responsible business.

Table 3.22. Summary of Strategic CSR-ESG Integration: Drivers,

Financial Effects, and Success Conditions*

. Observed
Integration . . . . Success
Key Drivers | Financial Barriers ors
Level Conditions
Effects
Board : : Cross-functional
accountabilit Consistent Scaling embedding;
High (Full data ROA/ROE | costs; over- verifie dg’
Integration) sy’s tems improveme | reporting reporting: lone-
Y ’ nt fatigue POTHNE; “ONg
ESG KPIs term incentives
Ad hoc Governance | Align ESG with
Moderate (Partial governance | Mixed or gaps; risk strategy;
Integration) support; moderate | fragmented strengthen
& stakeholder returns implementati reporting
engagement on structure
Lack of .\
Low PR-driven Weal or board oxfgrl;liatlft'E asd(j t
(Symbolic/Minim | CSR, basic | "egative | ownership; | %80 PP
Y . financial no .
al) compliance baseline; internal
effect measurable buv-in
targets Y

*Note: Financial effects reflect multi-year average ROA/ROE from firm-level analysis in Chapter 2. Drivers
and barriers based on pattern synthesis across CSR typologies and regional data.

To close the analysis in Section 3.3, Table 3.22 summarizes the core findings
across firms with different levels of CSR—-ESG integration. It identifies key internal
drivers, observed financial patterns, persistent barriers, and the conditions needed
for success. The table draws from quantitative analysis in Chapter 2 and strategic
insights from prior subchapters.

The structure offers a practical guide for companies seeking to improve ESG

integration. Rather than prescribing one model, it highlights what differentiates high
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performers from others—and what steps lower-performing firms can take to
advance. The goal is to help decision-makers link governance design to real business
outcomes.

Firms with full integration share several traits. They embed ESG into strategic
planning, assign clear board-level accountability, and track performance with
internal KPIs. These companies report strong and consistent financial outcomes,
including improved ROA and ROE. Importantly, they also invest in external
assurance and transparent disclosure. Their main challenge lies in scale—ensuring
that sustainability frameworks grow with the business. To maintain momentum,
these firms should institutionalize ESG across departments and align incentives with
long-term goals.

Partially integrated firms show mixed performance. They often start with
genuine intent and visible engagement, but lack structure and consistency.
Governance may support ESG in theory, but decision-making remains fragmented.
Financial returns fluctuate, and reporting tends to focus on surface-level metrics.
These firms need to build reporting discipline and align ESG with enterprise-wide
risk and capital strategy. Strengthening internal control and creating cross-functional
coordination mechanisms can help transform potential into impact.

Minimal performers remain stuck in symbolic practices. They publish CSR
narratives, follow basic legal norms, and treat ESG as a reputational concern. There
is little measurable progress or board accountability. These firms see weak or
negative financial effects, often due to poor stakeholder trust and inefficient resource
allocation. Yet they have room to grow. Introducing board oversight, setting
disclosure baselines, and training managers on ESG principles can build momentum.
Change here depends less on budget and more on leadership commitment.

The lesson from this typology is clear. ESG integration delivers value, but

only when paired with strong governance, measurable systems, and authentic
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commitment. Superficial efforts fail to generate financial or reputational return. In
contrast, structured approaches support both firm performance and stakeholder trust.

Looking ahead, firms must treat ESG as an evolving core function—not a
compliance burden. This means refining internal metrics, embedding sustainability
in investment planning, and building governance frameworks that support
transparency and accountability. Table 3.22 is not only a snapshot of where
companies stand—it is a direction for where they can go.

In a context like China’s, where policy is tightening and investor expectations
are rising, the message is urgent. Firms that act decisively now will be positioned for
long-term resilience. Those that delay may face not only market penalties but
declining relevance. Integration is no longer optional. It is the standard for credible,
future-focused business.

This chapter has demonstrated that CSR—ESG integration in Chinese listed
firms is neither uniform nor incidental. It is shaped by the firm’s strategic intent,
governance strength, and institutional context. Companies that treat CSR as an
embedded function—backed by board oversight, executive accountability, and
verifiable systems—consistently outperform those that engage symbolically. These
firms do more than comply; they compete through sustainability.

The evidence also reveals that structure matters. High-performing firms
anchor ESG in core processes, align KPIs with sustainability goals, and integrate
reporting into decision-making. They use third-party assurance, cross-functional
ESG teams, and stakeholder-informed strategies. In contrast, firms with fragmented
or formalistic approaches struggle to generate impact or trust. Without structure,
even well-meaning ESG efforts remain shallow.

Regional and typological differences further shape the outcomes. Western
firms gain from momentum and policy support; eastern firms need to shift from

compliance to innovation; central firms must begin building capacity from the
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ground up. Across all regions, however, one lesson holds: ESG must be both
managed and led. Reporting alone does not deliver value. Governance does.

The typologies presented—from CSR Leaders to Minimalists—offer not only
classification but guidance. They show where firms stand and what levers they can
use to move forward. Boards must act as strategic enablers, not passive approvers.
Ownership structures must be aligned with long-term thinking, not short-term optics.

Ultimately, strategic integration is not about ticking boxes. It is about
embedding purpose in systems. When governance, reporting, and performance align,
CSR becomes a source of resilience, trust, and growth. For Chinese firms facing
global scrutiny and local transformation, this alignment is no longer aspirational. It
is urgent. And it is entirely possible—with the right design, the right metrics, and the
right leadership.



221

SUMMARY OF CHAPTER 3

Chapter 3 examined how Corporate Social Responsibility (CSR) is
implemented in practice by Chinese listed firms. The focus was on internal drivers—
executive psychology, governance design, ownership structure—and their combined
impact on ESG integration and financial outcomes. The analysis drew on panel data,
firm typologies, and regionally disaggregated insights to explain how structure,
behavior, and context interact to shape sustainability strategies.

The first section investigated the role of executive traits, particularly
managerial overconfidence, in shaping CSR outcomes. Overconfident CEOs often
initiate bold sustainability initiatives. Their leadership can accelerate ESG adoption,
enhance visibility, and challenge organizational inertia. However, without
governance checks, this behavior can backfire. Overpromising, symbolic
campaigns, and reputational risk become real concerns. The key insight is that
overconfidence is not inherently harmful or beneficial—it is conditional. When
balanced by strong boards and independent oversight, it becomes a strategic asset.
When unchecked, it leads to volatility and governance erosion. The firm’s
governance environment determines whether bold leadership turns into innovation
or overreach.

The second section explored how ownership structure and board engagement
influence the depth and credibility of CSR efforts. The findings confirmed that
independent directors, ESG-specialized committees, and active oversight are
positively linked to ESG performance. Conversely, board size and meeting
frequency show limited or even negative effects, suggesting that effectiveness—not
formality—drives outcomes. Ownership type also matters. State-owned enterprises
perform well on compliance and reporting but struggle with flexibility. Family-

owned firms show low engagement and transparency. Institutional investors lead on
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metrics but often lack stakeholder connection. Managerial ownership can support
innovation, but only when paired with clear accountability.

This part of the chapter also demonstrated that ESG success is not just a
function of board architecture—it depends on how boards behave. Firms with formal
governance structures may still underperform if boards are passive or symbolic.
Effective ESG governance requires structure that works. Boards must actively shape
strategy, monitor implementation, and align sustainability with long-term business
goals. Ownership incentives must also support this alignment.

The final section addressed the financial consequences of CSR-ESG
integration and mapped regional patterns across China. Using firm-level data from
20132023, the analysis identified three broad CSR strategy types: Leaders,
Developers, and Minimalists. Leaders embed ESG into decision-making, disclose
transparently, and report stable financial performance. Developers engage
selectively, with moderate returns and patchy governance. Minimalists treat CSR as
a formality, and their performance—both financial and reputational—suffers.

The regional analysis confirmed that geography shapes ESG outcomes.
Western firms, supported by local incentives and less institutional inertia, show high
ESG—financial impact. Eastern firms operate in more competitive, disclosure-
intensive environments but gain fewer financial returns. Central firms lag in both
ESG maturity and performance, highlighting the importance of capacity-building
and governance reform. These variations show that national ESG mandates must be
complemented by region-specific strategies.

Several typologies and strategic matrices were introduced throughout the
chapter to guide practice. Tables 3.17 to 3.22 summarized how different governance
profiles, board practices, and ownership types align with CSR maturity and financial
results. They offer firms and policymakers a roadmap—from basic compliance to

strategic integration. The key message is that ESG credibility depends on internal
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alignment. Superficial engagement yields little value. Embedded systems and
responsible leadership, on the other hand, generate measurable benefits in resilience,
trust, and capital access.

In conclusion, Chapter 3 demonstrated that the implementation of CSR in
Chinese firms is shaped by who leads, how governance is structured, and what
incentives are in place. Leadership traits, ownership models, and regional
institutions all contribute to the outcomes. ESG integration succeeds when strategy,
systems, and oversight work in concert. For Chinese companies operating in a high-
pressure regulatory and investment environment, the challenge is not to comply—
but to lead with integrity, structure, and clarity. This chapter provides the strategic

logic, empirical support, and practical tools to move toward that goal.
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CONCLUSION

This dissertation investigated the strategic management of Corporate Social
Responsibility (CSR) in Chinese listed companies, focusing on the interaction
between internal governance structures, executive behavior, ownership
characteristics, and regional conditions. The study aimed to conceptualize, classify,
and evaluate how CSR and ESG principles are embedded in corporate systems and
performance. Based on a combination of conceptual modeling and large-scale
empirical analysis, the following key conclusions were drawn:

1. Development of a holistic strategic CSR—-ESG management framework.
This study conceptualized and validated an integrated framework that unifies
CSR's ethical foundations with ESG’s performance-oriented structure. Unlike
prior research, which treated these domains separately, the framework
synthesizes governance, operations, and stakeholder dynamics into a coherent
system of strategic sustainability management. The model enables firms to
embed CSR across procedural, structural, and reporting layers, offering a
practical pathway for aligning business purpose with long-term societal value.

2. Managerial overconfidence as a behavioral determinant of ESG
outcomes. This study demonstrated that managerial overconfidence functions
as a significant behavioral driver of ESG activity in Chinese firms.
Overconfident executives were found to initiate more proactive and expansive
social and environmental initiatives. The strongest effects were observed in
the social domain. However, outcomes are moderated by governance
quality—where oversight is strong, overconfidence leads to constructive
ambition; where it is weak, symbolic compliance prevails. These findings
expand ESG research by linking behavioral finance with sustainability

performance.
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3. Governance structure and ESG performance: a context-specific
evaluation. This study refined the understanding of governance influences on
ESG by identifying which board-level attributes matter most in the Chinese
context. Board independence and specialized committees emerged as strong
positive predictors of ESG disclosure quality, while board size and CEO
duality showed no significant impact. High board meeting frequency was
negatively associated with sustainability performance. These results challenge
conventional assumptions and highlight the need for quality-centered,
context-aware governance reform in emerging markets.

4. Empirical CSR typology based on engagement intensity and strategic
orientation. A three-category typology—CSR Leaders, Developers, and
Minimalists—was developed based on firm behavior across six CSR
dimensions. This classification revealed substantial variation in how firms
approach CSR under different internal and external conditions. By linking
typology membership to financial and reputational performance, the study
confirms that deeper CSR integration yields tangible strategic benefits. The
typology offers a replicable tool for analysis, benchmarking, and CSR policy
design.

5. Ownership structure as a conditional mechanism for CSR alignment. The
research found that state ownership and moderate levels of managerial
shareholding were associated with improved ESG outcomes. In contrast,
highly concentrated ownership by dominant shareholders (Topl) did not
enhance sustainability performance. These findings indicate that ownership
alone is not determinative; rather, the combination of equity stakes with
governance design and incentive alignment shapes a firm’s CSR orientation.

6. Regional differentiation in ESG—financial performance linkage. The

study confirmed that ESG performance yields different financial returns
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across Chinese regions. Firms in western provinces displayed the strongest
positive association between ESG engagement and profitability, particularly
in ROA and ROE. In contrast, firms in central and eastern regions showed
weaker or non-significant financial outcomes. These findings emphasize the
importance of incorporating local institutional and market context into
sustainability strategy and policymaking.

7. Conceptual integration of CSR and ESG into a unified sustainability
management model. This study contributes to conceptual development by
advancing a model that merges ESG’s quantifiable indicators with CSR’s
ethical and voluntary dimensions. It introduces a classification of CSR-ESG
integration levels and outlines the governance pathways needed to embed this
alignment into business strategy. The model emphasizes the role of
transparent governance, authentic leadership, and cultural sensitivity in
ensuring effective and credible integration. By bridging global metrics with
local values, the framework offers a robust foundation for both academic
inquiry and corporate implementation.

In summary, this dissertation advances the theoretical and practical
understanding of how CSR and ESG can be strategically managed in emerging
market settings. The research establishes clear conceptual boundaries, proposes
operational classifications, and confirms the causal relevance of leadership,
governance, and regional institutions. It provides a comprehensive framework for
aligning sustainability goals with firm-level strategy, offering actionable insights for

scholars, practitioners, and policymakers alike.
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