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ABSTRACT

Corporate social and environmental reporting (CSER), as a measure to improve the
transparency and accountability of companies to their stakeholders and the society in
which they operate, has become a growing trend worldwide. Research on CSER has
been primarily conducted in developed countries but, in recent years, it has started to
attract more research interest in developing countries. The relatively few empirical
studies on CSER in developing countries have followed the format of studies
conducted in developed countries, being dominated by the use of quantitative
methodology to test the determinants of the level of disclosure and to indirectly infer
the motives behind CSER. Meanwhile, few engagement-based studies have directly
explored the underlying motivations for and disincentives to CSER from the
perspective of reporting entities, especially in China. This neglected research area is
actually crucial in understanding the CSER phenomenon.

As one of the first few research initiatives utilising qualitative methodology to explore
managerial perceptions of CSER in China, this engagement-based study was
motivated by the need to bridge the existing research gap and to provide insights on
the exceptional growth of CSER in China in recent years. It seeks to understand
companies’ CSER decisions by exploring senior managers’ perceptions of the enablers

for and barriers to companies’ adopting CSER in China.

In order to understand the normative assumptions underpinning CSER in China
through the eyes of the participants, an inquiry paradigm utilising constructivist
ontology and interpretivist epistemology was chosen in this study. Semi-structured in-
depth interviews were adopted to explore the perceptions of senior managers from 21
large companies in China. These include Chinese companies listed on the two
domestic stock exchanges—the Shanghai Stock Exchange (SSE) and the Shenzhen
Stock Exchange (SZSE)—and/or listed on overseas stock exchanges; state-owned
enterprises (SOEs); and foreign multinational companies (MNCs) in various industries.
To establish both the enablers of and barriers to CSER, the sample included 13
companies that had issued CSR reports (which is the common name for sustainability
reports in China) and eight companies that had not yet issued these reports at the time
of the interviews. Data collected from the interviews were managed and analysed with

NVivo software. The findings were interpreted with a combined consideration of the

vii



real CSER practice in China, the existing literature and three systems-based theoretical

perspectives—Ilegitimacy theory, stakeholder theory and institutional theory.

The findings of this study revealed that the main enablers driving CSER in China were
regulations and government influence; management awareness; benefits to company
image; peer pressure/reporting by peers; and public pressure on controversial
companies. On the other hand, the main barriers hindering CSER in China were
revealed as insufficient regulations; lack of management awareness; increasing cost
without an appropriate economic return; low-key Chinese culture and non-reporting
by peers; and perceived lack of public awareness. Hence, it would appear that the main
drivers of CSER adoption in China were regulations, management awareness, benefits
of reporting, peers’ practice, and public pressure. Drawing on these findings, together
with suggestions offered by the participants, two categories of strategies are
recommended to advance CSER in China. To increase external pressure on companies,
the ‘pushing’ strategies comprise of extending the range of companies obligated under
regulations; issuing mandatory standardised reporting frameworks; and improving
public awareness. Meanwhile, the ‘pulling’ strategies to motivate companies to adopt
CSER comprise of improving awareness of senior managers and creating opportunities

to use CSER to build company reputation.

Overall, this engagement-based study complements the existing literature by providing
an ‘emic’ understanding of the CSER phenomenon in China, the largest emerging and
developing nation. The study also offers insights into the effectiveness of using three
widely adopted Western-based theoretical perspectives in explaining CSER in China
where the socio-economic, political, regulatory and cultural contexts are largely
different from Western developed countries. Moreover, this study’s practical
implications are significant for CSER practice in China. The revealed enablers of and
barriers to CSER from the perspectives of companies in China provide useful
information for the Chinese government and regulators in better comprehending how

to effectively set policies that promote CSER in China.

viii



TABLE OF CONTENTS

DECLARATION. ...ttt sttt ettt e e e s bt e e nabb e e e e snbe e e e e nnnees iii
DEDICATION .ttt ettt ettt e e s st e e e e st e e e e nbbr e e e e sbbeeeeennbees iv
ACKNOWLEDGEMENTS ...ttt sbaee e \
ABSTRACT oottt e et e e et e e e e e e br e e e e raeee s vii
TABLE OF CONTENTS ...ttt et s e e enaaeee s iX
LIST OF TABLES ...ttt et a e e e xiii
LIST OF FIGURES ... oot e a e e Xiv
ABBREVIATIONS ...t e e e sbaeee s XV
CHAPTER 1: INTRODUCTION .....ctttiiiiiiiie ittt siree s sniiea e ssineee s snnneeeesnnenes 1
L1 INTRODUCTION ... .titiiiiiiite sttt ettt st e et e e st a e e s snbe e e e s snsaeeessseeeeesnnnees 1
1.2 BACKGROUND ... ..ottt ittt e e st e e s snbae e e s snsbeeeeennnees 1
1.2.1 Corporate social and environmental reporting (CSER) .........cccccvvviviiiiieniiiiniens 1
1.2.2 CSER in the context of ChiNa ..........ccooiiiiiiiiiii e 3

1.3 RESEARCH OBJECTIVES AND QUESTIONS.......cooiiiiiiiiiieiieie e 7
1.4 RESEARCH CONTRIBUTIONS ...ttt 8
1.4.1 Theoretical CONtIIDULIONS ..........ccouiiiiiiiiiii e 8
1.4.2 Practical CONtribDULIONS ...........ccoiiiiiiiiiiic e 8

1.5 RESEARCH METHODOLOGY ....ooiiiiiiiiiieiiiie ittt 9
1.6 STRUCTURE OF THE THESIS .....oooiiiiiiie e 10
L7 SUMMARY ettt ettt e et e e nab e e e aneas 12
CHAPTER 2: LITERATURE REVIEW .....cooiiiiii e 14
2.1 INTRODUCGTION ...ttt sttt e e e sbre e e s annneeeeaans 14
2.2 OVERVIEW OF CSER.......oiiiiiiiiiic ettt 14
2.3 KEY RESEARCH THEMES IN CSER STUDY .....coiiiiiiiiiiiiiiie e 17
2.3.1 Determinants/influencing factors of CSER.............cccccovviiviic e, 18
2.3.2 Managerial motivations underpinning CSER..........c..ccccoe v 25

24 THEORETICAL PERSPECTIVES ......ooiiiiiie et 34
2.4.1 Overview of theories in CSER STUAIES..........c.coooviiiiiiiiiiciece e 34
2.4.2 StaKeNOIAEr tNEOMY ......eiiiie it 36
2.4.3 Legitimacy theOIY ........cooiiiiie ettt 39
2.4.4 InStItULIONAL TNEOTY .......viiie e e 42
2.4.5 Summary of the three theOrIES..........vii i 44



2.5 CSER RESEARCH IN CHINA ... 44

2.6 RESEARCH GAPS ... ettt e e abrea s 47
2.7 SUMMARY ..ottt e ettt e et e e e abeea s 49
CHAPTER 3: CHINA AND CSER PRACTICE IN CHINA ..o, 70
3.1 INTRODUCTION. ..ttt ettt e e st e e s nbaeae s 70
3.2 CHINA AND ITS SOCIAL AND ENVIRONMENTAL ISSUES...........ccooceiiiiiinnnn 70
3.2.1 China’s global iNflUENCE ..........ecvivieiiiiiiiiie e 70
3.2.2 China’s environmental 1SSUES........uuuiiiieeiiiiiiiiiiireeeeessiiiiirreeeeeesessinnrrereeeeeesennnens 72
3.2.3 China’s SOCIAL ISSUES ...vvvvrrrieeesiiiiiiiiieeeee s s e ittt e e e e e e s s st e e eeeeeesesabrrereaaeeeasnannnns 75
3.3 INSTITUTIONAL CONTEXT IN CHINA......oiiiiii et 78
3.4 CSER PRACTICE IN CHINA ...ttt 85
3.4.1 The increasing number of CSR reports in China............ccooveiiiiieiieic e, 86
3.4.2 Distribution of reporting COMPANIES ..........coiuiiiieiieiie e 87
3.4.3 Content of CSR reports in ChiNA...........coouiiiiiiieiie e 90
S5 SUMMARY ittt sttt e et e e aarraa s 94
CHAPTER 4: RESEARCH METHODOLOGY ....ccoiiiiiiiiiieiiiee e 100
4.1 INTRODUCTION . ...ciitiiiiite ittt ettt 100
4.2 RESEARCH PARADIGM ...ttt 100
A R @ 11 (0] [0 o YA USRS 103
A = o] 1S (<1 010 (oo Y RSP 104
o B =1 g oo (o] (o]0 Y AR 105
4.3 THEORETICAL PERSPECTIVE ...ttt 107
4.3.1 PhenomenOlOQY ........coiuiiiiiee ettt 107
4.3.2 Symbolic iNteraCtioniSM ........ccviiiiiii e 109
4.4 RESEARCH DESIGN AND METHOD ......ccoiiiiieiiiiieiec e 111
4.5 SAMPLING AND DATA COLLECTION ...ccoiiiiiiiiiiiee e 114
4.5.1 Familiarisation StUAY .........c.ccoiiieiiiiiiiie e 115
4.5.2 Interview protocol design and information sheet .............ccccooviviiiiei e, 117
4.5.3 SAMPIE SEIECTION.......oi i 119
4.5.4 Main fIeld INEEIVIBWS ........oiuiiiiiiciei e 125
4.6 DATA MANAGEMENT AND ANALYSIS ... 128
A7 LIMITATIONS . .ttt e e 132
4.8 RIGOUR IN QUALITATIVE RESEARCH ..ot 133
4.8. 1 Credibility ...ccceei e 134
4.8.2Transferability ........ccooeiiiiiii e 137
4.8.3 Dependability and confirmability ..o 137



A9 ETHICAL ISSUES.... ..ottt 138

4.10 SUMMARY Lottt ettt e et e et e s 138
CHAPTER 5: FINDINGS ...ttt 140
5.1 INTRODUCTION ...ttt e e snbaeee s 140
5.2 MANAGERIAL PERCEPTIONS OF CSER ..ottt 141
5.3 MANAGERIAL PERCEPTIONS OF ENABLERS OF CSER IN CHINA.............. 145
5.3.1 Regulations and government inflUenCe.............cccooiiiiiiiiienice e 146
5.3.2 MANAGEMENE AWEAIEINIESS .....ciuvvreerieiirieaiteeestreeastreesbeeessbeeesbneesbeeesnreesneeesnneeans 148
5.3.3 Benefits t0 COMPANY IMAJE ........eeriiiiieiie ittt 151
5.3.4 Peer pressure/reporting DY PEEIS.......cc.ue it 154
5.3.5 Public pressure on controversial COMPanIes............occeiiviieiiieniienieeseese s 155
5.4 MANAGERIAL PERCEPTIONS OF BARRIERS TO CSER.......cccvviiiiiiieeiiienn, 156
5.4.1 InSUFFICIENt reQUIALIONS ......oiviiiiieiie e 157
5.4.2 Lack of Management WarENESS ..........ceiueiueerieerrenrieniie s enieesiee e e e sieesneens 160
5.4.3 Increasing costs without an appropriate eConomic return...........ccoceevveiiennenne 162
5.4.4 Low-key Chinese culture and non-reporting by peers .........ccccocvvvevvveeiieecinnens 166
5.4.5 Perceived lack of pubIIC aWarENESS ..........ccoivviiiieeiiiiieciie e 168

5.5 SENIOR MANAGERS’ SUGGESTIONS FOR ADVANCING CSER IN CHINA .173

5.5.1 Increasing reporting regulations .............cccoooveiiiee e e 173
5.5.2 Improving management AWarENESS ........cuveeiveeerrreesireeesreeesreessreesssreesseessneeans 175
5.5.3 IMProving PUbIiC AWarENESS........uviiiiieeiiee e et et e e sare e s ae e e saaeeens 178
5.5.4 Strengthening SUPEIVISION ........ccviiiiiie ittt s ae e e nnae e 180
5.6 SUMMOARY .ttt bbb 181
CHAPTER 6: DISCUSSION .....ooiiiiiiiiii ettt 183
6.1 INTRODUCTION ... ..ttt 183
6.2 ENABLERS OF CSER IN CHINA.... ..o 183
6.2.1 Enabler 1: Regulations and government inflUenCe ............cccceeviiiiiieciiie i, 184
6.2.2 Enabler 2: Management WarENESS........c.veeiveeeireesireeesreeesreeesseeesnsreesneeessneeans 186
6.2.3 Enabler 3: Benefits to company iMage ........ccccovveeiiieieiiee e 187
6.2.4 Enabler 4: Peer pressure/reporting DY PEEIS ......ccuveivveeiiieeeciee et 188
6.2.5 Enabler 5: Public pressure on controversial COmpanies..........ccccceevvveeiieeeinnens 190
6.3 BARRIERS TO CSER IN CHINA ... 192
6.3.1 Lack of internal MOLIVES..........couiiiiiiieiiee e 193
6.3.2 Lack Of eXTErNal PreSSUIE .......oeiiieieiieiee et eseeeennaeeens 195
6.4 ECONOMIC PERFORMANCE VS. SOCIAL AND ENVIRONMENTAL IMPACTS
.................................................................................................................................... 199

Xi



6.5 CSER PHENOMENON IN CHINA ... 205

6.6 THEORETICAL INTERPRETATIONS OF FINDINGS ........cccviiiiiiiieiiieeece 208
6.6.1 INSEEULIONAL TNEOTY......cviiiiiiiie e 209
6.6.2 StakenOIder thEOIY .........viiiiiie e 210
6.6.3 LEGItIMACY TNEOIY ......eiiiiiiiiiiiie ittt 212

6.7 STRATEGIES TO ADVANCE CSER IN CHINA ..o, 213
6.7.1 Pushing strategies to encourage CSER ..........cccceiiiiiiieiiiiiieiicc e 214
6.7.2 Pulling strategies to encourage CSER .........cccocoiiiiiiiiiie i 217
6.7.3 Government’s roles in advancing CSER ............ccccooiiiiiiiiiiiiiic e 220
6.7.4 The fundamental way to achieve CSER diffusion in China..............cccccccveevinennn 221

6.8 SUMMARY ...ttt ettt et e e et b e e s abb e e e e nnaaes 224

CHAPTER 7: CONCLUSIONS ..ottt 226

7.1 INTRODUCTION. it ittt ettt e e s s b e e e s snnaeeessnsnees 226

7.2 OVERVIEW OF THE STUDY ...ttt 226

7.3 MAIN FINDINGS AND IMPLICATIONS .....ooiiiiiiieeiiiiie e 227

7.4 SIGNIFICANCE OF THE STUDY ..ottt 232
7.4.1 Contributions t0 KNOWIEAQE .......cveveiiiiiiie e 232
7.4.2 Contributions t0 PraCtiCe........c.veiiuieeiiii et 233

TH LIMITATIONS . ettt 234

7.6 FUTURE RESEARCH DIRECTIONS. ..ottt 235

T.7FINAL REMARKS ...t 236

REFERENGCES ...ttt ettt ettt et e et e e enees 238
APPENDICES.......o ittt 271

APPENDIX A: SAMPLE INFORMATION SHEET AND CONSENT FORM ............ 271

APPENDIX B: INTERVIEW PROTOCOL .......coiiiiiiiiiiiiiiee it 273

APPENDIX C: OPERATIONAL DEFINITIONS ..o 275

Xii



Table 2.1:
Table 2.2:
Table 2.3:
Table 3.1:

Table 3.2:
Table 4.1:
Table 4.2:
Table 4.3:
Table 4.4:
Table 4.5:
Table 5.1:
Table 6.1:

LIST OF TABLES

Examples of studies on determinants of CSER disclosure level ......................... 51
Examples of studies on motives behind CSER ...........ccccovieivcie v 59
Examples of empirical studies in China............cccooiiiiiiiiici e 66
Positive institutional influences on the development of CSR and CSER in China

........................................................................................................................... 97
Most adopted CSER guidelines in China............coccveiiiiiiiieiiiiece e 99
Basic beliefs of alternative paradigms ..........cccocviiiiiiiiiiie e 102
RESEArch Paradigm ........c.ooiiiiiiiii s 103
TYPES OF INLEIVIEWS ...vviieciiie ettt eennnees 118
Profile of reporting companies in SamPple .........cccooovviiiiieiienieee e 122
Profile of non-reporting companies in Sample ...........ccovveiiierieiiienie e, 122
Enablers of, barriers to and suggestions on CSER in China ...........cccccccvvevnenne, 182
Theoretical interpretations of the findings ...........cccovvviiiiie 213

Xiii



Figure 1.1:
Figure 3.1:
Figure 3.2:
Figure 3.3:
Figure 3.4:
Figure 3.5:
Figure 3.6:
Figure 3.7:
Figure 3.8:
Figure 3.9:
Figure 4.1:
Figure 4.2:
Figure 4.3:
Figure 5.1:
Figure 5.2:
Figure 6.1:
Figure 6.2:
Figure 6.3:
Figure 6.4:
Figure 6.5:

LIST OF FIGURES

Structure of the theSIS.........ooiviiie e 13
China’s nominal GDP (1980—2013).........cccoouiiiiieiiiiiieiiesie e 71
China’s coal CONSUMPLION ....vevviiiiiieiiiie ettt 73
Per capita annual net income in China: urban vs. rural areas............cccceecvvevnnen. 76
Growth in number of CSR reports in China ...........ccccovviiiiiiieniieeee 87
Composition of reporting companies in China (2008-2012) ........c.ccccccvevvveenee. 88
Number of CSR reports issued by listed companies in China.........c....cccoeevvene 89
Industry distribution of companies publishing CSR reports in China (2012)......90
Reporting guidelines adopted by companies in China (%0)..........ccccevevvvevvvennnen. 92
Number of pages in CSR reports in China ..........c.ccooveiieiiiiiienie e 93
RESEAICN ABSIGN .. 113
Circular process of qualitative data collection and analysis ..........c...ccceeeuve.ne. 130
Trustworthiness criteria and Strategies .........c.ovvvviiverieiiiiiiiere e 135
Enablers of CSER IN ChiNa .........cooiiiiiiiiiii e 146
Barriers to CSER iN CRiNA........c.cooiiiiiiiiiiicie e 157
World Value Survey Cultural Map 2005-2008 ...........cccceevivrieiieeiiieeciiiee s 201
The Pyramid of Corporate Social Responsibility............ccccoviiiiiiiiici, 204
CSER TN CRINA...cotiiiiiiii e 206
Strategies to advance CSER in China ........c.cccccvevviiiiiii i, 214
Five stages in companies’ CSER deciSion Process .........couvvvevveerveeeiieeenineenns 222

Xiv



10-K report

ACFTU
AlF
APEC
ASEAN
BBC
BRIC
BSR
CASS
CBRC
CBS
CEO
CEP
CFIE
CFO
CGE
CNY
CPA
CPC
CSER
CSlI
CSMAR
CSR
CSRC
CSRI
EDGAR
EMBA

ABBREVIATIONS
annual report required by the US Securities and Exchange
Commission (SEC)
All-China Federation of Trade Unions
Annual Information Form (US)
Asia-Pacific Economic Cooperation (forum)
Association of Southeast Asian Nations
British Broadcasting Corporation
Brazil, Russia, India and China
Business for Social Responsibility
Chinese Academy of Social Sciences
China Banking Regulatory Commission
Columbia Broadcasting System
Chief Executive Officer
Council on Economic Priorities (US-based)
China Federation of Industrial Economics
Chief Financial Officer
central government-owned enterprise
Chinese yuan (currency)
Certified Practising Accountants (Australia)
Communist Party of China
corporate social and environmental reporting
China Securities Index Co Ltd
China Stock Market & Accounting Research
corporate social responsibility
China Securities Regulatory Commission
Corporate Social Responsibility Initiative
Emissions Database for Global Atmospheric Research

Executive Master of Business Administration

XV



ESG
FDI
FTSE
GDP
GRI
HKEX
IEA
IMF
ISO
LSE
MBA
MEP
MNC
MOC
NGO
NYSE
OECD
PAR
PM2.5
PR
PRC
RO
ROA
ROE

RQ
SASAC

SEA
SEC

environmental, social and governance

foreign direct investment

Financial Times Stock Exchange (UK)

gross domestic product

Global Reporting Initiative

Hong Kong Stock Exchange

International Energy Agency

International Monetary Fund

International Organization for Standardization
London Stock Exchange

Master of Business Administration

Ministry of Environmental Protection (China)
multinational company/corporation

Ministry of Commerce (China)
non-governmental organisation

New York Stock Exchange

Organisation for Economic Co-operation and Development

participatory action research
fine particulate matter
public relations

People’s Republic of China
research objective

return on assets

return on equity

research question

State-owned Assets Supervision and Administration
Commission of the State Council

social and environmental accounting

Securities and Exchange Commission (US)

XVi



SEPA
SETC
SOE
SSE
SZSE
TBL

UN
UNCCD
UNCSD
UNCTAD
UNDP
UNEP
UK
USA/US
WBCSD
WHO

WWF

State Environmental Protection Administration (China)
State Economic and Trade Commission (China)
state-owned enterprise

Shanghai Stock Exchange

Shenzhen Stock Exchange

triple bottom line

United Nations

United Nations Convention to Combat Desertification
United Nations Conference on Sustainable Development
United Nations Conference on Trade and Development
United Nations Development Programme

United Nations Environment Programme

United Kingdom

United States of America

World Business Council for Sustainable Development
World Health Organization

World Trade Organization

World Wide Fund for Nature

XVii



xviii



CHAPTER 1: INTRODUCTION

1.1 INTRODUCTION

This chapter provides an overview of the thesis. It first sets out the research
background, including a general description of the important role of corporate social
and environmental reporting (CSER), the enormous influence of China on global
sustainability, and CSER development in the context of China as well as research on
CSER, all of which indicate the significance of conducting this study. The chapter then
states the research objectives and questions, and the contributions of the research,
which is followed by a brief introduction to the research methodology. Lastly, the

overall structure of the thesis is presented.

1.2 BACKGROUND

As early as the 1960s, McGuire (1963) proposed that the obligations of companies are
more than just those of the economic and legal aspects, also extending towards society
in general. Companies, as “key contributors to economic, environmental and social
wellbeing”, have a decisive influence upon the sustainable development of the
economy and society (Schaltegger, Bennett and Burritt 2006, 1). In recent decades, in
the face of climate change and explosive population growth, people have realised that
the greatest challenge for many is achieving economic sustainability, as well as social
and environmental sustainability, due to limited non-renewable resources and
increased demand. Consequently, an increasing number of companies have realised
the need to adopt a more sustainable operation (Global Reporting Initiative [GRI]
2013). At the same time, companies face increasing societal expectation and
government pressure to carry out their business in a more sustainable way and to be
more accountable and transparent about the social and environmental impacts that
result from their business operations (Adams and Narayanan 2007; KPMG 2008). This
leads to the need for and rise of CSER.

1.2.1 Corporate social and environmental reporting (CSER)

Corporate social and environmental reporting (CSER) is interchangeably known as
sustainability reporting; corporate social responsibility (CSR) reporting; corporate

responsibility reporting; corporate social reporting; corporate social and



environmental accounting; and non-financial reporting. It extends companies’
accountability beyond their traditional role of providing an account to shareholders on
their financial performance (Gray, Owen and Maunders 1987).

The World Business Council for Sustainable Development (WBCSD) (2002, 7)
defined sustainable development reports as

... public reports by companies to provide internal and external stakeholders with a
picture of corporate position and activities on economic, environmental and social

dimensions.

The Global Reporting Initiative (GRI) (2006, 3) defined sustainability reporting in its
G3 guidelines as

. the practice of measuring, disclosing, and being accountable to internal and
external stakeholders for organizational performance towards the goal of sustainable
development.

The GRI (2013, 3) also stated the important role that sustainability reporting plays in
helping companies to “set goals, measure performance, and manage change in order
to make their operations more sustainable”. By converting abstract issues into a
tangible and concrete report, sustainability reporting enables companies to gain a better
understanding and management of “the effects of sustainability developments on the

organization’s activities and strategy” (GRI 2013, 3).

With regards to CSER, companies are held accountable to a broad range of
stakeholders (Gray, Owen and Adams 1996). CSER is believed to be a useful measure
to promote accountability through transparency (Elkington 1997). Transparency
through CSER is regarded as the central element in communicating and building sound
relationships with stakeholders (Bendell 2000; Crane and Livesey 2003), as it is not
the actual conduct of an organisation, but the stakeholders’ and collective social
perception of its conduct that shapes its legitimacy (Suchman 1995). The major
stakeholders of a company have been previously identified as including shareholders,
employees, creditors, suppliers, customers, the government and regulators, media,
non-governmental organisations (NGOs) and the community (Islam and Deegan 2008;
Tilt 2007). Good stakeholder relations have a significant positive effect on companies’

performances in the long term (Goodpaster 1991; Berman et al. 1999; Hillman and



Keim 2001). Companies are neither self-contained nor self-sufficient but, as
organisations, they must rely on their environment in order to acquire and maintain
resources through exchange relationships with external actors (Pfeffer and Salancik
1978). As part of the dialogue between a company and its stakeholders (Gray, Kouhy
and Lavers 1995), CSER serves as a communication tool to show stakeholders how a
company fulfils its social and environmental obligations (Deegan 2009; Wheeler and
Elkington 2001) and its accountability to those stakeholders (Buhr 2007). Therefore,
CSER practice can be seen as a vital management strategy to pursue long-term good
relations with stakeholders as well as a more sustainable operation.

In the past decade, an increasing number of companies around the world have realised
the importance of CSER and have started to engage with it. According to a recent
survey by KPMG (2013), 71% of N100 companies (the 100 largest companies in the
41 countries surveyed) and 93% of G250 companies (the world’s largest
250 companies) engaged in corporate responsibility reporting in 2013. Comparatively,
only 41% of N100 companies (in the 16 countries surveyed) and 64% of G250
companies reported their corporate social reporting activities in 2005 (KPMG 2005).
The KPMG survey (2013) also highlighted the exceptional growth of corporate
responsibility reporting in Asian emerging economies: 71% of the surveyed companies
in the Asian Pacific region produced their corporate responsibility reports in 2013,
while the percentage was only 49% in 2011: in China, 75% of the surveyed companies

published their corporate responsibility reports, up from 59% in 2011.

1.2.2 CSER in the context of China

As the second largest and fastest-growing economy, China plays an important and
influential role in the global economy. Another testament to China’s role as an
economic powerhouse is apparent with the new establishment of the Asian
Infrastructure Investment Bank that has attracted founding memberships from
Australia, Great Britain, Germany, South Korea and 42 other nations. Since the
economic reform in 1978, China’s gross domestic product (GDP) has expanded
dramatically with an approximate average of 10% in annual growth. In the past
35 years, China’s GDP has increased from around US$59 billion in 1978 to
approximately US$9,166 billion in 2013 (National Bureau of Statistics of China 2014).

China’s absorption of foreign investment has been an important economic



development strategy since the launch of the Open Door policy in 1978. Since 1992,
China has maintained its position as the largest recipient of foreign direct investment
(FDI) among developing countries (Invest in China 2014). According to data from the
United Nations Conference on Trade and Development (UNCTAD) (2014), in 2013,
the FDI inflows into Mainland China and Hong Kong accounted for around 14.25%
of global FDI flows.

On the other hand, the significant influence of China on global sustainability is
demonstrated by its standing as the most populous country, world’s top manufacturer,
leading resource consumer and largest carbon dioxide (CO2) emitter. As is the case
with many other emerging nations, China’s emphasis on economic development has
led to massive environmental and social issues, such as serious air and water pollution,
soil degradation and desertification, a wide wealth gap, sweatshops, product safety and
corruption, all of which are discussed in detail in Chapter 3.

With increasing concern about environmental and social issues in China, the
government has widely promoted the notions of sustainable development and CSR in
the past decade. CSR in China has increasingly been seen as a state-supported
expectation on companies’ business operations. The revised Company Law of the
People’s Republic of China (PRC) effective from 2006 explicitly stipulated that
companies should bear social responsibilities (LawInfoChina 2005). In 2008, the
State-owned Assets Supervision and Administration Commission of the State Council
(SASAC) issued guidelines to urge state-owned enterprises (SOEs) to fulfil their
corporate social responsibility (CSR). The China Securities Regulatory Commission
(CSRC) required listed companies to pay attention to CSR in the Code of Corporate
Governance released in 2002. In addition, some industry associations have released
guidelines on CSR for the companies in their industries, for example, the Federation

of Industrial Economics in 2012 and the China Banking Association in 2009.

The regulators of the two stock exchanges in China and the SASAC have played
important roles in promoting CSER in China. CSER is commonly known as CSR
reporting in China, where environmental reporting is considered as a subset of social
reporting. As required by the SASAC, 150 leading state-owned enterprises (SOES)
were to release annual CSR reports from 2009, and all central government-owned

enterprises (CGEs) were to release their CSR reports by 2012 (BSR [Business for



Social Responsibility] 2009; SynTao 2012a). The Shanghai Stock Exchange (SSE) has
required listed companies in the SSE corporate governance sector and financial sector
and those listed abroad to release their annual CSR reports from 2009 (SSE 2009a).
The Shenzhen Stock Exchange (SZSE) also has required 100 companies in the SZSE
100 Index to issue CSR reports from 2009 (SZSE 2008).

Given this background, the last decade has witnessed a massive increase in CSR
reports in China. In 1999, the only sustainability report published in China was by
Shell China. In 2004, only four companies in China released CSR reports. However,
in the first 10 months of 2014, 2,240 CSR reports were released in China (CSR-China
2014).

Although the number of CSR reports has increased rapidly, CSER in China is still at
an early stage. Except for a small number of SOEs and listed companies that are
obligated under their reporting requirements, CSER is still predominantly voluntary in
China, and has not been adopted by most companies. In addition, according to a recent
KPMG survey (2013), the quality of CSR reports in China varies dramatically and
largely lags behind the global average.

Owing to the significant influence of China on global sustainability and China’s
massive social and environmental problems, it is essential for companies in China to
pursue economic profit in harmony with the environment and society. CSER plays an
important role in improving companies’ transparency with regard to their social and

environmental impacts, and also their accountability to their stakeholders and society.
1.2.3 Research on CSER

Emerging as a fringe research discipline in the 1970s, social and environmental
accountability research has burgeoned over the last two decades (Parker 2005).
Although there has been a dramatic increase of CSER in emerging nations (KPMG
2013), research on CSER has been primarily conducted in developed countries, with
comparatively little known about CSER in developing countries (Islam and Deegan
2008; Belal and Cooper 2011), especially in China.

Belal (2008, 131) remarked that, “[cJurrently, there is almost no published research on
Mainland Chinese CSR reporting”. In a review of empirical CSR reporting studies in

emerging economies by Belal and Momin (2009), studies in China were glaringly
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absent, and the lack of theoretical interpretations of CSR research in emerging
economies was investigated. As socio-economic contexts and culture are different,
Western approaches may not be applicable in explaining the CSER phenomenon in
Asian developing countries (Belal and Momin 2009), for example, in China (Gao
2011).

More recently, Guan and Noronha (2013) conducted a review of CSR reporting
research in Chinese academia from 1990 to 2010. They remarked that among
86 Chinese academic journal articles about CSR disclosure:

e Seventy-five (75)% were purely descriptive and argumentative in nature, with
little theoretical support.

e Empirical studies were dominated by quantitative content analysis, without any
qualitative analysis.

e Two contemporary mainstream topics were the impacts of CSR and causal

analyses between CSR disclosure and organisational characteristics.

In particular, they stated that “the underlying motivations and the reasons for
insufficient disclosure” (Guan and Noronha 2013, 45) are neglected research areas of
CSR reporting in China. Furthermore, they called on researchers to investigate the
factors constraining or encouraging CSR disclosure from a company’s perspective by

interviewing management-level personnel.

As addressed in the next chapter, the empirical studies on CSER, both in developing
countries and developed countries, have been dominated by the use of quantitative
methodology to analyse the factors that influence the level of disclosure. Such
descriptive quantitative studies can only indirectly and partly infer corporate
motivations behind CSER (Belal and Momin 2009). It has been contended that more
engagement-based studies are needed in CSER research (Gray 2002; Parker 2005;
Belal and Momin 2009; Owen 2008), in particular, by directly seeking the views of
management about their motivations to report (Islam and Deegan 2008). In addition,
the overwhelming majority of empirical studies only focus on investigating motives

behind CSER, while very few studies have explored the barriers to CSER.



1.3 RESEARCH OBJECTIVES AND QUESTIONS

To fill the important research gaps, this study by adopting qualitative methodology
aims to gain a deeper understanding of the normative assumptions underpinning the
CSER phenomenon in China through the ‘lenses’ of senior managers. This ‘emic’
(Pike 1967) approach investigates how local managers have perceived CSER. In

particular, the three main research objectives (ROs) to be achieved are to:

RO.1: Explore the enabling motivations of CSER adoption in China from a managerial
perspective.

RO.2: Explore the impediments to CSER adoption in China from a managerial
perspective.

RO.3: Discover effective enablers that are most likely to encourage the advancement
of CSER in China.

Correspondingly, the three major research questions (RQs) derived from the above

objectives are:

RQ.1: What are the enablers of CSER for companies in China as perceived by senior
managers?

RQ.2: What are the barriers to CSER for companies in China as perceived by senior
managers?

RQ.3: What are the more effective ways forward to achieve improved CSER in China?

In taking the approach of obtaining the perspectives of senior managers, as indicated
in RO.1, RO.2, RQ.1 and RQ.2 above, it is not the intention of this study to explore,
or contribute to, the debate on the notions of managerialism versus altruism underlying
corporate social responsibility (CSR) as found in the corporate citizenship literature.
A branch of this literature, as explained by Idemudia (2008), typically applies a critical
perspective method to addressing the relationship between corporate social
responsibility and economic development. It provides an alternative way of viewing
the conceptual linkages between CSR and development, as well as alternative
understandings of the potential for CSR strategies to enable or limit economic

development. Such ‘critical perspectives’ literature is outside the scope of this study.



1.4 RESEARCH CONTRIBUTIONS

This study complements the existing literature by providing an understanding of the
CSER phenomenon in China from a managerial perspective. It not only contributes to
the body of knowledge in CSER research areas, but also has implications for policy

makers in practice.

1.4.1 Theoretical contributions

In exploring the phenomenon of CSER in China, widely adopted Western-based
theoretical themes (i.e., legitimacy theory, stakeholder theory and institutional theory)
in explaining CSER need to emerge in the context of China. The purpose of the study
is therefore, not to test but to develop theoretical concepts within the management
context of CSER in China. As it turn out, it also provided empirical evidence about the
applicability of these three widely adopted Western-based theories. As one of the first
few initiatives to explore managerial perceptions of CSER in China by utilising

qualitative methodology, this study seeks to bridge the gap in existing CSER research.

The dominant evidence in CSER disclosure studies to date has been based on content
analysis of corporate secondary data and the dominant form of analysis has been
quantitative. However, such data sources and methods of analysis have been subjected
to considerable criticism, as summarized by Unerman (2000). Some of the
methodological issues of CSER content analysis studies highlighted by Unerman
(2000) are that volume of disclosure is assumed to signify the relative importance of
disclosures; most of these studies have only quantified disclosures in annual reports
which gives an incomplete picture of reporting practices; the measurement technique
in terms of measuring sentences or portions of pages has different effects on the
relevance and accuracy of the data. By adopting a qualitative approach, this study
contributes significantly to the ‘emic’ understanding of companies’ motivations for
and obstacles to CSER adoption in the specific socio-economic and institutional

contexts of China, the largest emerging and rapidly developing nation.

1.4.2 Practical contributions

The empirical findings drawn from the managerial perceptions in this study of

companies’ motives for and barriers to CSER can assist government and regulators in



better comprehending how to effectively set policies that promote CSER, and can help
companies to improve their awareness of CSER in China. Moreover, the suggestions
from senior managers for promoting CSER in China can be a valuable reference for
policy makers. In addition, the findings contribute to policy debates on whether the
best way forward for China to achieve improved CSER is to rely on regulatory
intervention or on a loosely regulated business environment as advocated in Western

developed countries.

1.5 RESEARCH METHODOLOGY

This study seeks to probe to gain a deeper understanding of senior managers’
subjective perceptions of CSER in China. To facilitate the emergence of respondents’
views, the study adopts a constructivist paradigm which involves subjective multiple

world views where participants themselves provide meanings (Creswell 2013b).

Ontologically, constructivism is grounded in the belief that reality is constructed in the
actor’s mind. In order to interpret and understand the reality constructed by the
participants in this study, interpretivist epistemology becomes the way in which the
researcher and participants co-create understanding and knowledge (Guba and Lincoln
2005). The perceptions of respondents in this study are studied through
phenomenology (Sanders 1982; Giorgi 1995) and symbolic interaction (Neuman 2005;
Blumer 1969). Qualitative methodology enables the researcher to build a partnership
with participants, which can lead to a deep insight into the research question in its

unique context (Ulin, Robinson and Tolley 2004).

This exploratory study seeks to understand the rationale behind managerial decisions
about the CSER phenomenon and the symbolic perceptions of meaning that senior
managers attribute to CSER in China. Therefore, a qualitative interview method is
appropriate to probe answers and draw data (Cooper and Schindler 2008; Saunders,
Lewis and Thornhill 2012). Semi-structured in-depth interviews between the
researcher and participants were directed toward understanding participants’
perceptions of CSER in China, particularly the enablers of and barriers to CSER and,
if they think it is worth proceeding with, their suggestions on promoting CSER.
Flexibility was retained with the questions asked in such a way so as to allow for open-

ended discussion of the answers, allowing ‘emic’ data to emerge from the respondents
(Silverman 1993).



As there is a paucity of empirical research in this area, in exploring the CSER
phenomenon in China, purposeful and theoretical sampling was utilised (Creswell
2013a). The data were collected by means of interviews with senior managers from
21 large companies in China, including Chinese companies listed on the Shanghai
Stock Exchange (SSE), the Shenzhen Stock Exchange (SZSE), the Hong Kong Stock
Exchange (HKEXx), the New York Stock Exchange (NYSE), the London Stock
Exchange (LSE); state-owned enterprises (SOEs); and foreign multinational
companies (MNCs) in various industries. As this study aims to uncover not only
enablers of but also barriers to CSER in China, the sample covers both reporting
companies and non-reporting companies, including, at the time interviews were
conducted, 13 companies that had issued CSR reports and eight companies that had
not issued CSR reports.

As the goal of this engagement-based field study is to understand the phenomenon
rather than to generalise findings to populations, data were collected until saturation
was achieved (Glaser and Strauss 1967). To achieve this, the researcher travelled to
China four times during the period December 2011-March 2014 to conduct
familiarisation study and interviews. Content analysis was used to analyse the
interview data. Details of the research design including sampling, data collection and

analysis, rigour and limitations are discussed in Chapter 4 ‘Research Methodology’.

1.6 STRUCTURE OF THE THESIS

This thesis comprises a further six chapters in addition to this introductory chapter, as

illustrated in Figure 1.1 and outlined in the following paragraphs:
Chapter 2 Literature Review

This chapter reviews the existing literature on CSER. It provides a general overview
of theories applied in CSER studies in terms of definitions and three major
complementary theoretical perspectives widely employed in prior research.
Furthermore, it summarises the main research areas of previous empirical studies in
CSER, namely, the determinants of corporate social and environmental disclosure and
the motives behind CSER adoption. Based on the literature review, key research gaps
in the field are identified which include: the lack of research exploring managerial

perceptions of CSER directly via interviews; the lack of understanding of the barriers
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to CSER adoption; and the lack of empirical studies on CSER in the developing

countries’ context and, particularly, in the context of China.
Chapter 3 CSER in China

This chapter provides a snapshot of the socio-economic and institutional contexts in
which CSER takes place in China. It clarifies the importance of China’s role in global
sustainability in terms of its amazing economic development and the massive social
and environmental problems currently faced by China. This chapter also presents the
historical development and current situation of CSER in China in the past decade, with

an explanation of the institutional context.

Chapter 4 Research Methodology

This chapter starts by discussing the rationale for the choice of the constructivist
paradigm and the qualitative methodology approach. Semi-structured in-depth
interviews as the primary research method employed to collect data are explained. The
chapter then elaborates the details of the research design including sampling, data
collection and data analysis. The study’s limitations and strategies for establishing the

study’s rigour are also discussed.
Chapter 5 Findings

This chapter presents the findings of the semi-structured interviews with 21 senior
managers from large companies in China. It reveals managerial perceptions of CSER
in China. In particular, it identifies the enablers of and barriers to CSER in China as
identified by the participants in this study. Moreover, it provides suggestions on

promoting CSER in China as proposed by the participants.
Chapter 6 Discussion

This chapter discusses in detail the findings summarised in Chapter 5. It addresses the
research questions and explains the findings with reference to CSER practices in China
and the existing CSER literature. It also offers a theoretical interpretation of the
emerging themes that resonate within three systems-oriented theories in the context of
China. In addition, the practical implications of the study for the promotion of CSER

in China are articulated.
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Chapter 7 Conclusion

The final chapter provides a conclusion to the study by revisiting the research
objectives, major findings, key contributions and limitations. Furthermore, it
concludes by pointing out the potential directions for future research in the CSER area.

1.7 SUMMARY

This chapter has provided the study’s context through a general review of the concept
of CSER; its social, economic and institutional context in China; and the research gaps
in the field of CSER, thus highlighting the rationale for the study. The research
objectives and questions were then clarified, followed by the theoretical and practical
contributions of this study. In addition, a broad review of the methodology undertaken

and the overall structure of the thesis were outlined.

The details of the literature review, the CSER trend in the context of China and the
research methodology are expanded upon in the following three chapters, before the

findings are presented and conclusions are drawn.
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Chapter 1
Introduction

Justify and clarify the research
objectives, questions and contributions.
Outline the structure of the thesis.

Chapter 2
Literature Review

Review the existing CSER literature and
widely adopted theories.
Identify the research gaps.

Chapter 3
CSER in China

Provide an overview of the global
influence of China and its social and
environmental issues.

Present the current situation and
development trend of CSER in China.

Chapter 4
Research Methodology

Justify the choice of qualitative research
methodology.

Present the research design and strategies
to establish rigour.

Chapter 5
Findings

Present the findings of interviews with
senior managers.

Chapter 6
Discussion

Interpret the findings with a
consideration of the existing literature
and theories.

Answer the research questions.

Chapter 7
Conclusion

Wrap up the thesis.
State the limitations and scope.
Suggest future research directions.

Figure 1.1: Structure of the thesis
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CHAPTER 2: LITERATURE REVIEW

2.1 INTRODUCTION

The main purpose of this chapter is to review the existing literature on the subject of
corporate social and environmental reporting (CSER), identify the research gaps and
clarify the value of this study. A number of prestigious scholars (e.g. Gray, Kouhy and
Lavers 1995; Mathews 1997; Gray 2002; Owen 2008; Parker 2005, 2011) have
reviewed the development of CSER research in past decades from various perspectives.
Instead of replicating their work, this literature review primarily focuses on the
mainstream theorising in CSER and on empirical studies of the main contemporary
research themes in CSER.

The introductory section is followed by a brief overview of CSER in Section 2.2.
Section 2.3 reviews the two main research themes of CSER, namely, the key
influencing factors in corporate social and environmental disclosure and managerial
motives behind CSER. After that, three widely adopted theoretical perspectives in
CSER research are explained in Section 2.4. Section 2.5 then summarises the CSER
research in China. Section 2.6 reveals the gaps in existing research on CSER, which
then leads to identifying the value and importance of this study. Finally, Section 2.7

provides a summary of the chapter.

2.2 OVERVIEW OF CSER

As early as the 1950s, Bowen (1953, 6) proposed a definition of corporate social
responsibility (CSR), referring to “the obligations of businessmen to pursue those
policies, to make those decisions, or to follow those lines of action which are desirable
in terms of the objectives and values of our society”. During the 1960s, more
contemporary understandings of CSR were given: when companies made their
business decisions, they should at least partially consider more than their direct
economic interest (Davis 1960), and obligations of companies were more than just
economic and legal, but also extended towards society (McGuire 1963). In the 1970s,
the concept of CSR surfaced as companies and governments started to understand the
importance of companies’ long-term, sustainable value-creating ethos beyond their
current financial performance (loannou and Serafeim 2013) and CSR started to attract

more research attention (Carroll and Shabana 2010). It was proposed that companies’
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responsibilities towards society included not only economic and legal aspects, but also
ethical and discretionary (i.e. philanthropic) aspects (Carroll 1979, 1991). In the 1980s,
the emerging global debate on sustainable development further promoted CSR
(Thomas and Nowak 2006), as it is a medium by which companies can contribute to
sustainable development (Moon 2007). In the late 1990s, the concept of sustainable
development became widespread with the introduction of the ‘triple bottom line (TBL)’
(Carroll 2015), proposed by Elkington (1998) to explain the assessment of companies’
sustainability based on their environmental, social and economic performance. As
Elkington (2004, 3) stated, the TBL agenda “focuses corporations not just on the
economic value that they add, but also on the environmental and social value that they
add—or destroy”. The 2005 World Summit on Social Development also identified
three pillars of sustainable development: economic, social and environmental (United
Nations General Assembly 2005). CSER is an important aspect of CSR as it provides
a way by which to measure and report on organisations’ CSR performance and their
impact on society and the environment. It is also believed that CSER can be a tool to
improve companies’ environmental, social and governance performance (Weber 2014)
by stimulating preventive corporate actions and motivating public actions to pressure

for solutions to social and environmental problems (World Bank 2007).

CSER has its roots in social and environmental accounting (SEA), which is also known
as social accounting and social responsibility accounting. SEA began as a distinctly
fringe area of research in the 1970s, and has experienced rapid growth in terms of
research in the past two decades (Parker 2005). During the 1980s, due to the economic
recession in the United Kingdom (UK) and the United States of America (USA),
deregulation and economics took priority over social and environmental issues, which
led to the decline of social accounting (Soderstrom 2013). In the late 1980s and the
early 1990s, environmental accounting re-emerged as a result of high-profile
environmental incidents such as the massive chemical leak in Bhopal and the Exxon
Valdez oil spill in Alaska (Soderstrom 2013). The growing environmental agenda led
to a resurgent interest in social accounting (Gray and Bebbington 2000; Gray et al.
1997).

In recent decades, in the face of climate change and explosive population growth,

humanity has realised that the greatest challenge for many is achieving economic
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sustainability, as well as social and environmental sustainability with limited non-
renewable resources and increased demand. Consequently, there is increasing societal
and government pressure on companies to carry out their business in a more
sustainable way (Adams and Narayanan 2007), and to be more accountable and
transparent about the social and environmental impacts of their business operations.
As a result, by the mid-1990s, SEA had attracted an almost unprecedented level of
academic attention (Gray et al. 1997). Since then, the research has continued to grow
in importance and significance with the increasing global concerns of global warming,

deforestation, land degradation, pollution and human rights violations (Parker 2011).

Social accounting is a complex, diverse and constantly evolving research area that
suffers from a lack of precise definition (Gray, Owen and Adams 2010). Drawing on
the work of Estes (1976, 3), social accounting is “the measurement and reporting,
internal or external, of information concerning the impact of an entity and its activities

on society”.

With the increased research interest in environmental accountability in the 1980s, the

definition of social accounting was broadened to “social and environmental accounting

(SEA)” by Gray, Owen and Maunders (1987, ix) as being:

... the process of communicating the social and environmental effects of organizations’
economic actions to particular interest groups within society and to society at large.
As such, it involves extending the accountability of organizations (particularly
companies), beyond the traditional role of providing a financial account to the owners
of capital, in particular, shareholders. Such an extension is predicated upon the
assumption that companies do have wider responsibilities than simply to make money

for their shareholders.

In addition, some definitions of social accounting only include environmental
accounting as one component. For instance, Mathews and Perera (1996, 364)

considered that social accounting means:

... an extension of disclosure into non-traditional areas such as providing information
about employees, products, community service and the prevention or reduction of
pollution. However, the term °‘social accounting’ IS also used to describe a

comprehensive form of accounting which takes into account externalities.
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To address the point of communication with stakeholders, Gray (2000, 250) later

explained corporate social reporting as:

... the preparation and publication of an account about an organization’s social
environmental, employee, community, customer and other stakeholder interactions
and activities and, where possible, the consequences of those interactions and

activities.

There is no universal definition of CSER. Gray, Owen and Adams (1996, 3) broadly

defined corporate social disclosure as:

B

... the process of communicating the social and environmental effects of organisations

economic actions to particular interest groups within society and to society at large.

As mentioned in Chapter 1, CSER is variously termed as CSR reporting; sustainability
reporting; corporate social reporting; non-financial reporting; etc. In this study, CSER
is used as a general term to represent the disclosure and provision of social and
environmental performance-related information by a company on both a voluntary and

non-voluntary basis.

2.3 KEY RESEARCH THEMES IN CSER STUDY

CSER research has covered a wide range of themes, such as:
e Motivations and determinants for CSER.
o Stakeholder reactions to CSER.
e New accounting systems incorporating CSR performance.
e The role of accounting in specifically promoting/undermining the environment
and/or particular stakeholders.
« Social and environmental audits.
e Theory development to explain CSER practice.

e CSER research method issues (Deegan and Soltys 2007).

Of all CSER research areas, particular emphasis has been placed on investigating the
determinants/influencing factors of CSER and managerial motivations underpinning
CSER initiatives (Owen 2008), which are the two main contemporary empirical

research areas.
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2.3.1 Determinants/influencing factors of CSER

Most of the earlier empirical CSER studies were descriptive and quantitative, using
content analysis methodologies to measure the level of disclosure and its determinants.
This trend continues as one of the dominant strands of CSER studies. The most widely
tested influencing factors can be categorised into the following three groups (Adams
2002):

1) Corporate characteristics (e.g. size, industry category, financial performance).
2) General contextual factors (e.g. origin of country; media pressure; stakeholders;
and social, political, cultural and economic contexts).

3) Internal context (e.g. corporate governance factors).

Examples of these studies are listed in Table 2.1 and highlighted in the following three

subsections.

2.3.1.1 Corporate characteristic factors

A number of empirical studies have revealed consistent results that company size and
industry sensitiveness are two positive factors of CSER. However, the influence of

companies’ financial performance and leverage ratio on their CSER is different.

An early study by Trotman and Bradley (1981) examined the annual reports of
207 Australian listed companies, identifying a positive relationship between
companies’ social information disclosure level and their size. Another early study by
Cowen, Ferreri and Parker (1987) analysed the corporate responsibility disclosures in
annual reports of 134 US Fortune 500 companies in 10 different industries, and found
that company size had a positive influence on disclosure level, while corporate
profitability had no significant impact. Results consistent with these findings were
received by Hackston and Milne (1996) who investigated the social and environmental
disclosures in 1988-1992 annual reports of the 47 largest listed companies in New
Zealand and found a positive relationship between company size and disclosure level.
Although four profitability measures were tested in their study, none of them was
significantly associated with disclosure level. Furthermore, a study in Spain by Reverte
(2009) also found that CSR disclosure level was positively related to company size,

but not related to financial performance.
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However, positive correlations between CSER disclosure level and company
profitability were found in several other studies. Tagesson et al. (2009) investigated
social and environmental disclosures on the websites of 169 Swedish listed companies,
and concluded that disclosure level was positively associated with company size and
profitability. Moreover, several prior studies (e.g. Murray et al. 2006; Li and
McConomy 1999; Roberts 1992; Barth, McNichols and Wilson 1997) also reported a
positive correlation between CSER disclosure level and companies’ financial
performance. On the contrary, Ho and Taylor’s (2007) study on the 50 largest US and
Japanese companies found a negative relationship between companies’ profitability

and the extent of their social and environmental disclosures.

In addition to company profitability, another difference is in leverage ratio. Roberts
(1992) studied the CSR disclosure level of 130 major Fortune 500 companies from
seven industries during 1984-1986. The findings showed that factors such as leverage
ratio, company age and company size all had a positive influence on the disclosure
level. However, Haniffa and Cooke’s (2005) study on 139 non-financial listed
companies in Malaysia found that leverage ratio had no influence on CSER disclosure
levels. In Lu and Abeysekera’s (2014) study, the environmental disclosure level of

Chinese listed companies was negatively related to the financial leverage ratio.

On the other hand, the influence of industry classification on CSER disclosure level
was widely accepted in many studies. Yamagami and Kokubu (1991) examined the
voluntary CSR reporting of the 49 largest international companies included in Fortune
500 in Japan from 1985-1986, and concluded that the industry category was a strong
explanation factor in CSR disclosures. Tagesson et al.’s study (2009) in Sweden
discovered that the consumer goods industry had higher disclosure levels of ethics
information, while the manufacturing industry disclosed more environmental
information. Deegan and Gordon (1996) examined 197 Australian companies’
environmental disclosures in their annual reports for the 1991 financial year. Their
results showed that companies in environmentally sensitive industries had a higher
environmental disclosure level. Similarly, Gamerschlag, Méller and Verbeeten (2011)
investigated the CSR disclosures of the 130 largest listed German companies in the
period from 2005-2008, and concluded that companies in polluting industries

disclosed more environmental information. Results consistent with these findings were
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received by Bewley and Li (2000), who examined the annual environmental
disclosures of 188 Canadian manufacturing companies; and also by Reverte (2009),
who studied CSR disclosures of the largest 35 Spanish listed companies. In addition,
some other studies (e.g. Cowen, Ferreri and Parker 1987; Roberts 1992; Hackston and
Milne 1996) have drawn the conclusion that companies in high-profile industries had
higher CSER disclosure levels.

In short, evidence from many empirical studies has showed that larger companies and
companies in high-profile/environmentally sensitive industries disclosed more social
and/or environmental information. As Patten (1991) suggested, company size and
industry classification are two proxies for public pressure: larger companies and
companies in high-profile industries are more likely to be subjected to higher public
scrutiny so they need to disclose more information to maintain their legitimacy. On
the other hand, different studies received divergent results on the influence of
profitability and leverage ratio on companies’ CSER. The divergence could partly be
due to the various measuring units of disclosure level, profitability and leverage ratio
selected in different studies. For example, different measures were used to achieve
disclosure levels, such as counting the words/sentences/lines/pages and scoring the

items/categories mentioned according to various indexes.

2.3.1.2 General contextual factors

Many empirical studies have indicated differences in the views towards CSER caused
by divergent social, political, economic, cultural and institutional contexts in different

countries. Some representative studies are reviewed in the following paragraphs.

Adams and Kuasirikun (2000) compared the annual reports of the 20 largest UK and
German chemical and pharmaceutical companies during the period 1985-1995. Their
findings suggested that German companies’ reporting practices were at a more mature
level than those of UK companies, and also that German companies disclosed more
environmental information, which was largely due to the environmental disclosure

regulations present in Germany, but not in the United Kingdom (UK).

Buhr and Freedman (2001) examined environmental disclosures of US and Canadian
companies in their annual reports, environmental reports and security exchange filings.

The sample included 56 pairs of US and Canadian companies of comparable size in
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1988, and 68 pairs in 1994. The conclusions were that Canadian companies produced
more voluntary disclosures, particularly in their environmental reports, while the US
companies were inclined to provide mandated disclosures in their annual reports and
security exchange filings. Cultural and institutional factors such as the political and
legal systems and business climate were included in the discussions of the disclosure
difference between these two countries. The litigious nature and individualistic
approach of the USA could be a reason for the greater extent of mandatory (i.e.
legal/cost) disclosures of US companies, while the lower prospect of litigation over
disclosure content and the more group-oriented cooperative social environment in
Canada could partly explain the higher voluntary disclosure level of Canadian
companies (Buhr and Freedman 2001).

Ding (2002) compared the annual reports of 38 large listed French companies and
29 large listed Chinese companies, and suggested that French companies’ reports had
more user-friendly information and a larger volume of disclosure of environmental
information, technological innovation, corporate stock, segment earnings and revenue,
and indebtedness, while Chinese companies’ reports focused more on future trends
and prospects and looked more homogenous both in volume and content. The
difference was explained by the major economic and cultural differences between
China and France. In particular, Ding (2002, 157) stated that there were significant
differences in the economic environment between China and France in terms of
“economic development, the growth rate, the development of financial markets, the

size and complexity of enterprises and technological innovations”.

Holland and Foo (2003) analysed the environmental reporting of 20 large listed
companies in sensitive industries in the UK and the USA, respectively. They reported
that 53% of the UK companies produced stand-alone environmental reports, which
was more than the 39% of companies in the United States (USA). In addition, they
found that US and UK companies focused on different disclosure items: 89% of the
UK companies disclosed environmental awards or certification, compared to only 33%
of the US companies; 72% of the US companies disclosed environmental regulation
information, compared to only 37% of the UK companies; and US companies also
produced more information in relation to environmental risk, expenditure and lawsuits.

Holland and Foo (2003) suggested that meeting customers’ requirements could be a
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motive for a larger number of UK companies to disclose awards or certification (such
as the 1SO14000 series) while higher legislative pressures (due to more stringent
environmental legislation and the disclosure requirement of the Superfund Act 1980)
in the USA could be a reason for more US companies disclosing environmental
regulation. They also commented that the environmental reporting practice in the UK
was more driven by proactive environmental management and reporting initiatives,
while the practice in the USA was more in reaction to legislation. Their study provided
evidence that the legal and regulatory frameworks in different countries influenced

their companies’ environmental performance and disclosure.

Kolk (2003) studied the sustainability reports and annual reports of 222 Global 250
companies during the period 1998-2002 to investigate country differences relating to
CSER. The statistics showed that the UK, Japan and Germany had higher disclosure
levels, while France stood out with the largest increases in disclosure. Kolk (2003)
concluded that different levels of government regulation and social attention were the

main reasons for the difference.

Smith, Adhikari and Tondkar (2005) analysed the social information disclosure levels
of 32 Norwegian/Danish companies and 26 US companies in the electric power
generation industry. They found that Norwegian/Danish companies disclosed more
words, sentences and pages of social information in their annual reports. According to
their explanation, the disclosure difference was due to differences in the cultures,
ownership structures, corporate governance systems and stakeholders’ pressures

between these countries.

Ho and Taylor (2007) examined the triple bottom line (TBL) reporting of the 50 largest
US and Japanese companies based on their annual reports, stand-alone reports and
website reports. Their results showed that the overall disclosure level, especially for
environmental disclosures, of Japanese companies was higher than for US companies
with this attributed to the different institutional factors such as culture and regulatory
environment in these two countries. Japanese culture was seen as featuring high
uncertainty avoidance and collectivism which led Japan to be more active in
environmental activism (Katz, Swanson and Nelson 2001, cited in Ho and Taylor
2007). In addition, they mentioned that both the Japanese Ministry of Economy, Trade

and Industry and the Ministry of the Environment had issued guidelines on
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environmental reporting for companies to adopt voluntarily, while in the USA,
disclosure regulations and requirements on environmental reporting mainly focused

on environmental liabilities.

Many other comparative studies of CSER practice have been conducted earlier in
different countries. Guthrie and Parker (1990) compared the annual report social
disclosures of the 50 largest listed companies in the UK, the USA and Australia.
Gamble et al. (1996) analysed the environmental disclosures of 276 companies in
27 countries from 1989-1991. Craig and Diga (1998) examined the social and non-
financial disclosures in annual reports of 145 listed companies in the Association of
Southeast Asian Nations (ASEAN), including Singapore, Malaysia, Indonesia, the
Philippines and Thailand. Adams, Hill and Roberts (1998) investigated the annual
report social disclosures of 150 companies from six European countries, namely, the
UK, France, Germany, the Netherlands, Sweden and Switzerland. Williams (1999)
studied the social and environmental disclosures in the annual reports of 356 listed
companies in seven Asian Pacific nations, namely, Australia, Singapore, Hong Kong,
the Philippines, Thailand, Indonesia and Malaysia. These studies also demonstrated
that differences in the national environment in the culture and in terms of social,

political, legal and economic matters had influence on companies’ CSER practice.

In addition to findings on the country context, a few empirical studies have shown that
CSER is also influenced by media pressure. As with size and industry sensitivity,
media coverage is another proxy for public pressure, which impels companies’ CSER

practices.

Brown and Deegan (1998) conducted a content analysis study to investigate the
relationship between print media coverage on environmental issues and the level of
companies’ environmental disclosures. Their sample included the annual reports and
media data of 27 Australian companies in nine industries during the period 1991-1994.
The results indicated that in most industries, companies with higher media attention
disclosed significantly more environmental information. Legitimacy theory and media
agenda theory were invoked to explain the findings. Media attention on environmental
issues shaped community expectations of companies: when companies’ legitimacy
was perceived to be threatened by public concerns, companies increased their

environmental disclosures to legitimate their practices. In Portugal, Branco and
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Rodrigues (2008) investigated the CSR disclosures of 49 listed companies in their
annual reports and on the internet. They found that media coverage, which was
measured by the number of articles relating to social responsibility issues in two
newspapers, was a positive influence factor of companies’ social responsibility
disclosure level. Media attention raised companies’ visibility to the public, which led
to further public scrutiny and pressure on those companies (Bansal 2005, cited in
Branco and Rodrigues 2008). From a legitimacy theory perspective, companies with
higher visibility exhibited greater concern about their corporate image, which caused
them to make more CSR disclosures in order to present a socially responsible image
and legitimise their practices (Branco and Rodrigues 2008). In Spain, the results of
Reverte’s (2009) study on listed companies also showed that media exposure was the
most influential factor in CSR disclosures, followed by size of company and the
industry. In Canada, Bewley and Li’s study (2000) on manufacturing companies also
suggested a significant positive correlation between the number of environmental
articles in news media concerning the companies’ environmental exposure and their

general environmental disclosures.

2.3.1.3 Corporate governance factors

In an early study by Cowen, Ferreri and Parker (1987), the existence of CSR
committees in US companies was found to have a positive influence on their CSER
disclosure levels. Later, a longitudinal study by Campbell (2000) of a British retailer
for the period 1969-1997 discovered a significant association between variations in
CSR disclosure level and senior management’s terms of office, which indicated the

level of managerial influence on CSR disclosures.

Another longitudinal study by Cormier, Magnan and Van Velthoven (2005) examined
the annual reports and environmental reports of 55 German listed companies during
the period 1992-1998. From 304 firm-year observations, they concluded that the
environmental disclosure level was negatively associated with ownership
concentration and foreign ownership. A more recent study on the 130 largest listed
companies in German by Gamerschlag, Moller and Verbeeten (2011) also found that
concentrated ownership had a negative influence on CSR disclosures, and that US

cross-listed companies in Germany disclosed more CSR information.
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In a developing country context, multiple listing was also found to have a positive
influence on companies’ social disclosure level in Haniffa and Cooke’s (2005) study
on Malaysian companies. In addition, their findings suggested the disclosure level was
positively associated with having a high proportion of non-executive directors on the
board, foreign share ownership and multiple directorships. Similar results were found
in a study by Khan (2010), who examined the annual report CSR disclosures of 30
private commercial banks in Bangladesh, and discovered a high proportion of non-
executive directors and a high proportion of foreign nationals on boards positively
influenced CSR disclosure levels. Another study in Bangladesh by Rashid and Lodh
(2008) investigated the annual report social disclosures of 21 listed companies from
2003-2007. Their results showed that external independent directors had a positive
influence on the disclosure level, while concentrated ownership was a negative

influence factor.

2.3.2 Managerial motivations underpinning CSER

Another prominent CSER research area is managerial motivations behind CSER
which has attracted increasing attention from scholars in recent years. The reasons for
companies to engage in CSER are complicated. Gray and Bebbington (2001, 242)
listed some possible reasons for companies to adopt voluntary environmental

disclosures:

o If not done voluntarily, it will be mandatory.

e To provide impetus to internal development.

e To legitimize current activities.

e To distract attention from other areas.

e To develop corporate image.

e To build up expertise in advance of regulation.

o Positive impact on share price.

¢ Reduction in perceived (company or information) risk.
o Political benefits.

o Competitive advantage.

e Shareholders’ and other stakeholders’ rights to know.
e Toexplain expenditure patterns.

e The desire to tell people what the company has done/achieved.

e Forestall disclosure by other parties.
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Deegan (2002, 290-291) also suggested some possible motives for companies to

disclose social and environmental information, including:

e The desire to comply with legal requirements.

e “Economic rationality” considerations.

o Abelief in accountability or responsibility to report.

e Adesire to comply with borrowing requirements.

e To comply with community expectations.

e As aresult of certain threats to the organisation’s legitimacy.

e To manage particular (perhaps powerful) stakeholder groups.

e To attract investment funds.

e To comply with industry requirements.

e To forestall efforts to introduce more onerous disclosure regulations.

e To win particular reporting awards.

Some of these reasons are supported by empirical studies. The majority of empirical
studies on CSER have used quantitative content analysis exclusively to infer the
motives underpinning CSER by relating disclosure level to external factors, while a
small body of more recent studies has started to directly probe managerial motivation
via interviews. Some of these empirical studies have used theoretical understandings
(mostly legitimacy theory, stakeholder theory and institutional theory) to interpret their
findings. The following subsections summarise the three main motives underpinning

CSER found in empirical studies, which are also listed in Table 2.2.

2.3.2.1 Motive one: To maintain legitimacy/comply with social expectation

Several studies have suggested that maintaining legitimacy under public pressure in a
social and environmental context was a major motive for companies to adopt CSER.
The majority of these studies employed the content analysis method to infer the
motives behind CSER and adopted legitimacy theory to explain their findings. These
content analysis studies can be mainly divided into three categories according to their

different angles of view, as discussed in the following paragraphs.

First, some studies examined the effect of a single event on companies’ social and/or
environmental disclosures by comparing the disclosure levels before and after the
event. A famous study by Patten (1992) examined the effect of the Exxon Valdez oil

spill event on environmental disclosures of the petroleum industry. Patten (1992) used
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21 publicly traded Fortune 500 companies in the petroleum industry as the study
sample, and compared the number of environmental disclosure pages on their annual
reports before and after the event. The result showed that the companies significantly
increased their volume of environmental disclosures after the event to deal with the
threats to their legitimacy. Walden and Schwartz (1997) also investigated the change
in environmental disclosure level of companies subsequent to the Exxon Valdez oil
spill event. Their study included the 1988-1990 annual reports of 53 companies in the
oil industry, consumer products industry, chemical industry and forest products
industry. The number of sentences and financial statement lines was used to measure
the quantity of environmental disclosures, while a four-element index method was
developed to assess the quality of disclosures. Their findings showed a significant
increase in non-financial environmental disclosure levels in terms of quantity and
quality in all industries, and a significant increase in financial environmental disclosure
levels in oil and forest products industries after the incident. They concluded that
environmental disclosures of companies were time-specific and event-specific, and
that companies increased their environmental disclosures in response to public policy
pressure. Similarly, Hutchings and Taylor (2000) employed legitimacy theory to
explain why mining companies operating in Australia and Asia significantly increased
environmental disclosures in their annual reports after the Ok Tedi River pollution
lawsuit against BHP Ltd. Magness (2006) examined the annual report environmental
disclosures of 44 publicly traded gold mining companies in Canada after the Omai
mine accident in Guyana in 1995 to test legitimacy theory. The findings suggested that
the companies which maintained visibility in public through a stronger media presence

disclosed more environmental information in their annual reports after the accident.

Second, some studies compared social and/or environmental disclosures among
different companies during the same period. Deegan and Rankin (1996) analysed the
1990-1993 annual reports of 20 Australian companies by counting the words devoted
to environmental disclosures. They found that the companies which had been
prosecuted made significantly more positive environmental disclosures to legitimise
their operations. Meanwhile, all companies were reluctant to release negative
environmental information. Patten (2002) examined the environmental disclosures of
131 US companies based on their annual reports, and found that companies with a

poorer environmental performance disclosed more environmental information.
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Patten’s (2002) explanation was that poorer environmental performance increased the
threats to companies’ social legitimacy and that environmental disclosures were
undertaken as a legitimising activity by those companies. Cho and Patten (2007)
investigated the non-litigation-related environmental disclosures in the 10-K reports
(annual reports required by the US Securities and Exchange Commission [SEC]) of
100 US companies which were listed in the ratings of corporate social and
environmental performance compiled by an independent rating company, KLD
Research and Analytics. Their findings indicated that companies with poorer
environmental performance and companies operating in environmentally sensitive
industries disclosed more environmental information, which supported the view that

environmental disclosures were used as a legitimising tool by companies.

Third, scholars also adopted longitudinal case studies focusing on one or two
companies to test legitimacy theory. Buhr (1998) conducted an in-depth case study on
the environmental disclosures of an international resource company for the period
1964-1991. She quantified the disclosure volume based on the number of sentences
devoted to relevant areas in annual reports, and employed legitimacy theory to explain
the increase in environmental disclosures after the company encountered critical
environmental issues such as becoming the accepted source of acid rain and sculpture
dioxide emissions. Tilling and Tilt (2010) focused on the CSER of an Australian listed
tobacco company for the period 19561999, and found that the number of sentences
devoted to CSER in its annual reports was significantly correlated to the number of
articles relating to health during the smoking and health debate, suggesting that the
motive of the company’s CSER was to maintain and defend its legitimacy. Another
study by Deegan, Rankin and Tobin (2002) examined the social and environmental
disclosures of BHP Ltd in Australia during the period 19831997 to test legitimacy
theory. The disclosure level was measured by the number of sentences devoted to
social and environmental information in BHP Ltd’s annual reports, while the societal
pressure/community concern was represented by the total number of media articles in
major newspapers with the largest circulations in Australia. Their results suggested
that BHP Ltd disclosed more social and environmental information in its annual
reports when the level of media coverage was higher. In addition, a positive correlation
was found between the number of positive sentences devoted to social and

environmental information and the number of unfavourable media articles. These
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findings supported the legitimation motive of companies’ CSER and media attention
as a driver of CSER. Islam and Deegan (2010) investigated the CSR disclosures of two
multinational clothing and sportswear companies which outsourced a significant
proportion of their production to developing countries. They measured the social and
environmental information disclosures in these companies’ 1988—2006 annual reports
by word counting, and used the number of negative industry-related media articles in
the same time period to represent the legitimacy threats that the companies faced in
their social and environmental contexts. A significant positive association between the
disclosure level and the amount of negative news was found, with this interpreted

through legitimacy theory and media agenda-setting theory.

Differing from the content analysis studies above, two studies by O’Donovan (2002)
and Larrinaga-Gonzalez et al. (2001) directly investigated companies’ environmental
disclosure choices from a senior manager’s perspective via interviews. O’Donovan
(2002) interviewed six senior managers from three large Australian listed companies
to obtain their responses to some scenarios of hypothetical environmental issues faced
by fictitious companies. The interviewees were required to choose and rank different
types of predesigned annual report disclosures in different scenarios and explain their
decisions at the interviews. The findings supported legitimacy theory, and suggested
that, in response to a threatening environmental issue, companies would choose certain
legitimation tactics in annual report disclosures according to the perceived significance
of the issues and in order to gain, maintain or repair legitimacy. Larrinaga-Gonzalez et
al. (2001) conducted 15 semi-structured interviews with corporate environmental
officers/managers and senior executives of nine companies in Spain, and found that
Gray et al.’s (1995) model of organisational change and environmental accounting also
applied to the Spanish context. Their findings indicated that environmental accounting
was adopted by Spanish companies in order to negotiate and control the environmental
agenda, but that companies’ conventional perception of the environment was not truly
changed. Legitimacy theory and political economy theory were invoked by Larrinaga-

Gonzélez et al. (2001) to interpret their findings.

2.3.2.2 Motive two: To manage particular stakeholder groups

To manage particular stakeholder groups is another major motive behind CSER that

has been supported by many empirical findings. Stakeholder theory was adopted as a
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theoretical perspective in some of these studies. The literature has covered the
influence of various major stakeholders (such as government, shareholders, customers,
NGOs and media) on companies’ CSER decisions. Some examples are reviewed

below.

Harvey and Schaefer (2001) conducted a comparative case study on six UK water and
electricity companies. Through interviews with senior managers and staff, they
concluded that the government and regulators had a significant and immediate
influence on companies’ environmental practice and reporting as a result of their
institutional power, while customers and the general public were also considered to be
influential. In the context of China, the government’s large influence on CSER has
been demonstrated in a number of studies. For example, the government was viewed
as a powerful stakeholder driving corporate environmental disclosures in Liu and
Anbumozhi’s study (2009) on Chinese listed companies. In Dong, Burritt and Qian’s
(2014) study on listed mining and minerals companies in China, the government, as a
salient stakeholder, was found to be a large driving force in companies’ CSR reporting.
Similarly, Kuo, Yeh and Yu (2012) also employed stakeholder theory to explain the

government’s positive impact on CSR reporting in their study of Chinese companies.

In an Australian context, the following two studies suggested that shareholders had
more influence on companies’ social and environmental practice and reporting. A
study by Wilmshurst and Frost (2000) involved mail surveys of 62 listed companies
in eight environmentally sensitive industries. Chief Financial Officers (CFOs) or
senior managers were required to rate on a ranking-order Likert scale the relative
importance of 11 possible influential factors on their motivation to adopt
environmental reporting. The results showed that the highest rating was concern about
shareholders’ information needs, followed by legal obligations, due diligence
requirements and community concerns. The other study conducted by Lindorff and
Peck (2010) involved interviews with 10 leaders of large financial institutions in
Australia. Their findings suggested that many leaders saw the primary responsibility
of a company was to meet the obligations to shareholders by maximising its value.
These leaders believed in the financial benefits of CSR activities to companies,
although they also considered building corporate sustainability and social capital.

Three critical reasons for leaders to promote CSR activities revealed in their study
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were: (1) management had a role to respond to the mutual interest of the business and
society; (2) the reputation of companies; and, particularly, (3) the pressure from
shareholders and employees.

Customers’ influence on CSER has also been found in a few studies. Haddock-Fraser
and Tourelle (2010) examined the environmental disclosures of UK’s FTSE 100
companies in nine industries using the content analysis method, and found the
companies that supplied goods or services directly to customers adopted more
proactive environmental reporting to manage their reputation among customers.
Branco and Rodrigues (2006) investigated the CSR disclosures of 15 Portuguese banks
in their annual reports and on the internet. Their results showed the disclosure level
was positively related to the number of bank branches scattered throughout Portugal,
which is a proxy of their visibility among customers. The finding was interpreted with
a legitimacy theory perspective that banks with a higher visibility among customers
exhibited greater concern to improve their corporate image to legitimise their
behaviours. In a developing country context, Islam and Deegan (2008) interviewed 12
senior executives of export-oriented garment manufacturers in Bangladesh, and
quantified the social and environmental disclosure level on their 1987-2005 annual
reports by word counting. Their study employed both legitimacy theory and
stakeholder theory to explain these companies’ reactive nature to major pressure
events and groups in their CSER practice. In particular, their study emphasised the
power of multinational buyers as customers to create a change in these manufacturers’
CSER practices. Another study in Bangladesh by Belal and Owen (2007) also
concluded that managing economically powerful stakeholder groups was a major
driver of corporate social reporting, based on interviews with senior managers of 23
companies. International buyers’ demands were identified as a large driving force of
the social reporting of domestic companies competing in the export market. In addition,
multinational companies (MNCs)’ social reporting practices were found to be driven
by pressures from their parent companies, investors and international agencies, as well
as by the desires to both maintain good relations with the government and attract

employees.

Although NGOs and media are categorised as secondary stakeholder groups, they were

found to be active and powerful in some studies. In Australia, Deegan and Blomquist
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(2006) conducted a case study to examine the influence of an NGO—World Wide
Fund for Nature (WWF)—on environmental reporting practices of the Australian
minerals industry. They interviewed a project leader of WWF and representatives from
the six companies that signed the Australian Minerals Industry Code for
Environmental Management. They found that the mining companies reacted to
WWEF’s evaluations of their environmental reports by improving their reporting
behaviour, and WWEF’s initiatives also influenced the revisions of the industry code.
Deegan and Blomquist (2006) suggested that a motive of companies’ environmental
reporting was to forestall regulation from the government by collaborating with non-
governmental organisations (NGOs). Another study in Australia by Deegan and
Rankin (1996) also found a positive association between the corporate environmental
disclosure level and environmental lobby groups’ concerns about the environmental

performance of companies.

As stated in subsection 2.4.2.1, the media’s large influence on companies’ CSER has
been demonstrated in a number of studies in different countries. According to Reverte
(2009, 356), “the media can play an important role in mobilising social movements
such as environmental interest groups. In doing so, it becomes part of the institution-
building process, shaping the norms of acceptable and legitimate CSR practices”. The
power of the media lies in its ability to raise public pressure on companies, and
therefore its influence is more often interpreted from a legitimacy theory perspective

rather than a stakeholder theory perspective.

2.3.2.3 Motive three: To manage corporate image

Several empirical studies in different countries have shown that improving corporate
image was a reason behind companies’ CSER. Some of these studies adopted
interview or questionnaire methods to uncover this motive directly from the responses
of senior managers or relevant personnel, while other studies inferred that CSER is
relevant to improving company image from the fact that companies selectively
disclosed much positive social and environmental information and little or no negative

information. The following paragraphs provide some examples.

Adams (2002) interviewed the relevant personnel of seven large multinational
chemical and pharmaceutical companies in the UK and Germany, and revealed the

main motivation behind CSER was enhancing their corporate image and credibility
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with stakeholders, while the main reason for starting their CSER was public pressure.
In addition, Adams (2002) revealed that the reason why these companies disclosed
very little bad news was due to their concern about the unknown or negative public

reaction.

In Australia, Lindorff and Peck’s (2010) study based on interviews with corporate
leaders revealed that the reputation of companies was a critical driver for them to
embrace CSR initiatives. In Bangladesh, Belal and Owen’s (2007) interview-based
study also found that a major driving force of CSER as perceived by senior managers
was improving corporate image. Moreover, a focus group study by Vilanova, Lozano
and Arenas (2009) with 35 senior managers from the European financial sector
suggested that corporate reputation was a fundamental driver of CSR implementation.

In the UK, Solomon and Lewis (2002) investigated the incentives and disincentives of
corporate environmental reporting based on 267 questionnaire surveys with three sub-
sample groups. Their results indicated that “to improve corporate image” was the
greatest incentive for corporate environmental disclosures as perceived by both the
normative group (including environmental consultants, academics, government
organisations, trade and industry associations, and professional organisations) and the
interested group (including financial advisors, fund managers, researchers, political
and professional bodies, banks, institutional investors and the media). Furthermore,
the responses of the company group revealed that “to acknowledge social
responsibility” and “to improve corporate image” were the two most important reasons

for their environmental reporting.

In the USA, Cho, Roberts and Patten (2010) investigated corporate environmental
disclosures in 10-K annual reports of 192 companies in 2002, and found that
companies with poorer environmental performance emphasised good news,
obfuscated bad news and used more optimistic and ambiguous language, indicating
that environmental disclosures were used as a tool by companies to manage
stakeholder impressions of their performance. In Australia, the findings of Deegan and
Gordon’s (1996) study suggested that environmental reporting was self-laudatory with
little or no negative news disclosed by all the sample companies. It was perceived that
the companies disclosed good news to promote the positive aspects of their

environmental performance. Some other studies also had the consistent finding that
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companies selectively disclosed good news, for example, Deegan and Rankin’s (1996)
study in Australia; Hackston and Milne’s (1996) study in New Zealand; and Harte and
Owen’s (1991) study in the United Kingdom (UK).

2.4 THEORETICAL PERSPECTIVES

Gray, Owen and Adams (2010, 4) have pointed out the importance of theories for
social accounting in “open[ing] out the world and the possibilities of that world”, and
also in controlling perceptual biases. In addition, they addressed a significant bias in
social accounting literature towards developed countries, and stated that theorising
about social accounting should also apply to the practices in developing countries. This
section provides a review of the widely applied theories in SEA, which are all based
on the model from Western developed countries.

2.4.1 Overview of theories in CSER studies

No conclusively agreed theoretical perspective exists in SEA research. Various
theories have been used to explain companies’ social and environmental disclosure in
different studies. Deegan (2012) broadly categorised accounting theories into two
groups: positive and normative. Positive theories predict and explain what will happen
in particular phenomena: the predictions are developed and supported from
observations and empirical research (Deegan 2012). Normative theories prescribe
what should be done to achieve particular outcomes: these prescriptions might
significantly diverge from the actual practice (Deegan 2012). This review of theories
in SEA mainly focuses on positive theories: as this study aims to explain the CSER
practice in China, normative theories such as accountability theory have little

explanatory power for the actual practice.

Gray, Kouhy and Lavers (1995, 50) broadly categorised the theoretical perspectives of

CSER empirical studies into three groups:

1) “Decision-usefulness theories, (which overlap with)”

2) “Economic theories” (e.g. economic agency theory and positive accounting
theory), and

3) “Social and political theories” (e.g. political economy, stakeholder theory,

legitimacy theory).
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A Dbig problem of the decision-usefulness approach is that CSR and CSER are not
predominantly driven by a concern to meet the needs of financial stakeholders (Gray,
Kouhy and Lavers 1995). Similarly, economic theories which also focus on financial
stakeholders are highly contestable. A decision-usefulness approach is based on the
assumption that all individuals are driven by their economic self-interest, but CSER is
not primarily motivated by the desires of financial stakeholders who are not its primary
beneficiaries (Parker 2005; Gray, Kouhy and Lavers 1995). On the other hand, in
recent years, social and political theories have been widely accepted in CSER studies.
Prominent among this group is the political economy theory which, in explaining
CSER, incorporates “the social, political and economic framework within which
human life takes place” (Gray, Owen and Adams 1996, 47). This theory views society,
politics and economics as inseparable: economic issues cannot be considered in
isolation to the political, social, environmental and institutional context within which

these economic issues take place (Deegan and Blomquist 2006).

The two main branches of political economy theory are classical theory and bourgeois
political economy theory. Classical political economy theory addresses class interests,
structural inequity, conflict and the role of the state. Focusing on the structural
conflicts within society, classical political economy theory perceives accounting
reporting and disclosure as tools of “maintaining the favoured position (for example,
the wealth and power) of those who control scarce resources (capital)” and
“undermining the position of those without scarce capital” (Deegan 2009, 322). On the
other hand, bourgeois political economy theory ignores these structural conflicts and
class struggles but rather concerns the “interaction between groups in an essentially
pluralistic world (e.g. the negotiation between a company and an environmental
pressure group or between a local authority and the state)” (Gray, Owen and Adams
2010, 20). Bourgeois political economy theory is the most common theorisation in
companies’ general accounting and SEA practice (Gray, Owen and Adams 2010).
Emanating from bourgeois political economy theory are stakeholder theory (a

managerial approach) and legitimacy theory.

Stakeholder theory, legitimacy theory and institutional theory are the most widely
adopted theories in recent CSER studies. These three theories are all systems-oriented

theories, which consider the organisation as a part of a wider social system and assume
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the organisation “to be influenced by, and in turn to have an influence on, the society
in which it operates” (Deegan 2009, 320). Systems-oriented theories explain “the role
of information and disclosure in managing relationships between the organisation and
the communities with which it interacts” (Deegan 2012, 109). With a systems-oriented
perspective, accounting disclosure (including CSER) is viewed as a strategy to manage
the organisation’s relationships with other parties with which it interacts in the social

system by influencing their perceptions of it (Deegan 2009).

2.4.2 Stakeholder theory
2.4.2.1 Concepts of stakeholder

Freeman and Reed (1983, 91) proposed one wide and one narrow definition of
stakeholders. In the wide sense, stakeholders can be “any identifiable group or
individual who can affect the achievement of an organization’s objectives or who is
affected by the achievement of an organization’s objectives”, while the narrow
definition of stakeholder is “any identifiable group or individual on which the
organisation is dependent for its continued survival”. Employees, customers, suppliers,
the government and shareholders are given as examples of stakeholders in the narrow
sense, while other entities such as public interest groups, trade associations and unions
are included in the wide sense of stakeholders (Freeman and Reed 1983). They also
pointed out that although companies are willing to accept the narrow definition of
stakeholder, they must also recognise the wide sense of stakeholder as these entities
“can affect the achievement of the organization’s objectives” (Freeman and Reed 1983,
91). In a follow-up book, Freeman (1984, 41) offered a broad view of stakeholders as
“any group or individual who can affect or is affected by the achievement of the

organization’s objectives”, which is in line with the wide definition proposed earlier.

Hill and Jones (1992, 133) addressed the rights of stakeholders by defining them as
“groups of constituents who have a legitimate claim on the firm”. The legitimacy of
the claim is justified by the exchange relationship between the groups supplying
critical resources to the firm, with the firm expected to satisfy the interests of the
groups (Hill and Jones 1992).The examples of stakeholders given by Hill and Jones
(1992) are shareholders, creditors, managers, employees, customers, suppliers, local

communities and the general public.

36



Another similar definition provided by Clarkson (1995, 106) defined stakeholders as
“persons or groups that have, or claim, ownership, rights, or interests in a corporation
and its activities, past, present, or future”. He also classified stakeholders into two
groups: primary stakeholders and secondary stakeholders based on their influence on
the success of the corporation. A primary stakeholder is “one without whose
continuing participation the corporation cannot survive as a going concern” (e.g.
shareholders and investors, employees, customers, suppliers, the government and
regulators) (Clarkson 1995, 106) which is similar to the narrow definition of
stakeholder by Freeman and Reed (1983). Secondary stakeholders are “those who
influence or affect, or are influenced or affected by, the corporation, but they are not
engaged in transactions with the corporation and are not essential for its survival”,
such as the media and non-governmental organisations (NGOs) (Clarkson 1995, 107).
The main difference between these two groups of stakeholders is that primary
stakeholders have more power over the corporation than secondary ones. Failure to
retain the support and participation of primary stakeholders will lead to the failure of
the company, while secondary stakeholders are not able to threaten the survival of the

company, although they could cause it significant damage.

2.4.2.2 Two branches of stakeholder theory

Stakeholder theory is generally classified into normative and managerial branches. The
normative branch rests on the moral point of view that companies have a responsibility
to their stakeholders and should treat them fairly, while the managerial branch is based
on the view that, in reality, companies will focus on important stakeholders who have

larger power over them.

The normative branch addresses companies’ moral obligation and responsibility
towards their stakeholders. This branch assumes that “the interests of all stakeholders
are of intrinsic value” or, in other words, “each group of stakeholders merits
consideration for its own sake” (Donaldson and Preston 1995, 67). The normative
branch asserts that organisations have “a moral obligation [to stakeholders], an
obligation of stakeholder fairness, over and above that due other social actors simply
by virtue of their being human” (Phillips 2003, 30). On this theoretical perspective,
managerial relationships with stakeholders are grounded in a moral philosophy of

responsibility and accountability to all stakeholders impacted by their business
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activities, rather than a motivation to solely please those who are economically
powerful stakeholders (Unerman 2007). Within the normative branch, all stakeholders
should be treated fairly by companies regardless of their economic influence, and their
interests should be considered equally (Hasnas 1998).

From the normative branch perspective, all stakeholders have equal rights to receive
access to information about how they are affected by the organisation (Deegan 2012).
Stakeholders’ rights to corporate social and environmental information are justified by
the accountability model proposed by Gray, Owen and Adams (1996, 38), which
describes companies’ accountability to stakeholders as “the duty to provide an account
(by no means necessarily a financial account) or reckoning of those actions for which
one is held responsible”. Based on the accountability model, CSER should be driven
by the moral obligation and responsibility of companies to their stakeholders, rather
than the belief of furthering either the interests of the companies or the stakeholders’
demand for information (Deegan 2009). The normative branch explains how
organisations should act towards their stakeholders, but does not mean that companies’
practices in reality coincide with the normative perspective, which cannot be tested by

empirical observation (Deegan 2012).

The other branch, managerial stakeholder theory, has been widely employed in
explaining companies’ motivation underpinning CSER. Differing from the normative
view that companies should treat all their stakeholders equally, the managerial branch
theory subscribes to companies exerting more effort in managing relationships with
more powerful stakeholders (Gray, Owen and Adams 1996). The power of these
parties resides in their command of the resources needed for companies’ success
(Pfeffer and Salancik 1978). The more important the stakeholders, the higher the
probability that the organisation would meet their expectations (Ullmann 1985;
Roberts 1992). According to Clarkson (1995), primary stakeholders have more power
than secondary stakeholders as the support of primary stakeholders is vital for a
company’s survival. Mitchell, Agle and Wood (1997) also perceived that companies
pay different degrees of attention to different classes of stakeholders to achieve certain
ends. They proposed the concept “stakeholder salience” which is defined as “the
degree to which managers give priority to competing stakeholder claims” (Mitchell,
Agle and Wood 1997, 878). The level of stakeholder salience is decided by the extent
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of stakeholders’ possession of three attributes: “the stakeholder’s power to influence
the firm”; “the legitimacy of the stakeholder’s relationship with the firm”; and “the
urgency of the stakeholder’s claim on the firm” (Mitchell, Agle and Wood 1997, 584).

Companies are not self-contained or self-sufficient; instead, they must rely on their
environment to acquire and maintain resources such as monetary and physical ones,
information or social legitimacy through exchange relationships with external actors
(Pfeffer and Salancik 1978). Therefore, an organisation cannot remain a going concern
without the support of its stakeholders. As it is not the actual conduct of an organisation,
but the generalised perception of its conduct that shapes its legitimacy (Suchman 1995),
the transparency of companies’ considerations of their social responsibilities to and
concerns with stakeholders is critical in building sound relationships (Welcomer,
Cochran and Gerde 2003). Information is a major element that can be used by
organisations to manipulate or manage their stakeholders to win their support or
distract their opposition (Gray, Owen and Adams 1996; Lindblom 1994). Within the
perspective of the managerial branch, disclosure of particular information, including
social and environmental information, is used by companies as a tool to win or
maintain the support of powerful stakeholders (Gray, Owen and Adams 1996; Deegan
and Blomquist 2006). CSER can be seen as a management strategy to pursue long-
term good relations with powerful stakeholders who are vital to the success and
survival of the company. It is worth mentioning that the power and expectation of
stakeholders can change over time (Friedman and Miles 2002); therefore,
organisations need to update their operation and disclosure strategies to manage their

stakeholder relationships (Deegan 2009).

2.4.3 Legitimacy theory

Legitimacy theory aligns with the managerial branch of stakeholder theory in that the
organisation is conceptualised as part of the broader social system wherein it and other
groups within society impact upon each other (Deegan 2009). Legitimacy theory
asserts that organisations continually seek to ensure their operations are within the
bounds and norms of their respective societies, and that their practices are perceived
as being legitimate by outside parties (Deegan 2009). Legitimacy theory only
considers the society at large as a whole, not the unequal power of different
stakeholders (Deegan 2009).
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According to Suchman (1995, 574), “legitimacy is a generalized perception or
assumption that the actions of an entity are desirable, proper, or appropriate within
some socially constructed system of norms, values, beliefs, and definitions”. Dowling

and Pfeffer (1975, 122) describe legitimacy as

a condition or status which exists when an entity’s value system is congruent with the
value system of the larger social system of which the entity is a part. When a disparity,
actual or potential, exists between the two value systems, there is a threat to the entity’s

legitimacy.

Legitimacy is a relative concept applying to a specific time and place; it relates to the
social system within which the organisation operates (Deegan 2009). Therefore, it can
be argued that there are differences in the concept of legitimacy between developed

countries and developing countries such as China.

Legitimacy theory is embedded in the notion that there exists a “social contract”
(Donaldson 1982, 36) between the organisation and the society in which it resides. In
this implied contract, the organisation agrees to perform socially desired actions in
exchange of the approval of its objectives and ultimate survival in the society (Lehman
1983; Guthrie and Parker 1989). These socially desired actions are based on both
explicit terms (legal requirements) and implicit terms (non-legislated social
expectations) of the social contract (Gray, Owen and Adams 1996). If the organisation
is perceived to breach its social contracts (i.e. to operate in an inacceptable manner or
fail to meet the expectations of society), society will revoke the contract and the
organisation will not be able to maintain its operation owing to losing society’s support
(Deegan 2009).

When there is incongruence between the perceived performance of an organisation and
the expectations of society, a ‘legitimacy gap’ occurs (Lindblom 1994). Sethi (1978,

cited in Deegan 2009) proposed two main reasons that cause a legitimacy gap:

1) Legitimacy is dynamic. The societal expectations on the organization have changed,
but the organization fails to modify its perceived performance to meet the change.

2) Arrelease of information about the company that is unknown to the public previously.

Legitimacy is “a resource upon which an organization depends for its survival. It is

something that is conferred upon the organization by society, and it is something that
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is desired or sought by the organization” (Deegan 2007, 128). Therefore, when a
‘legitimacy gap’ occurs, organisations need to find a way to reduce it and to repair

their legitimacy.

Dowling and Pfeffer (1975, 127) proposed three strategies that a company can adopt
to gain legitimacy:

1) Adapt its output, goals, and methods of operation to conform to prevailing definitions
of legitimacy.

2) Attempt, through communication, to alter the definition of social legitimacy so that it
conforms to the organization’s present practices, output, and values.

3) Attempt, again through communication, to become identified with symbols, values,

or institutions which have a strong base of social legitimacy.
Lindblom (1994) also suggested four legitimation strategies an organisation can adopt:

1) Changing its performance and activities, and educating or informing the relevant
public of the changes.

2) Changing the perception of the relevant public without changing the actual behaviour.

3) Manipulating perception of the relevant public by deflecting their attention from the
issue of concern to other related issues.

4) Changing the external expectation of its performance.

Moreover, Ashforth and Gibbs (1990) mentioned two categories of management

techniques of legitimation:

1) Substantive management techniques, which involve real, material change in the
organization’s goals, structures, and practices.

2) Symbolic management techniques, which are about portraying the organization in a
way in which its behaviours seem to be in step with social expectations and values,

but without changing the real behaviours of the organisation.

Disclosure of information, including CSER, is very important to all legitimation
strategies as it is the behaviour of a company as perceived by society that establishes
its legitimacy (Nasi et al. 1997; Suchman 1995). An organisation may still stay
legitimate when its practices dramatically diverge from social norms, as long as the
divergence is not discovered by society (Suchman 1995). On the other hand, even if

an organisation’s actual performance is complying with societal expectation, the
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failure to make disclosures to prove this will still threaten its legitimacy (Deegan 2007).
Therefore, CSER can be an important legitimation strategy for companies to establish,
maintain, extend or defend their legitimacy (Patten 1992; Cho, Roberts and Patten
2010; Buhr 1998; Islam and Deegan 2010).

2.4.4 Institutional theory

Institutional theory refers to how institutional environments shape, mediate and
channel social choice (Hoffman 1999), and how these environments influence
organisations within particular fields to take on similar characteristics and forms
(Deegan 2012). It asserts that an organisation is immersed in an institutional
environment within which the values, norms, rules and taken-for-granted assumptions
define its social legitimacy (Scott and Meyer 1994; O'Connor 2011). Within
institutional theory, legitimacy is “a condition reflecting culture alignment, normative
support, or consonance with relevant rules or laws” (Scott 1995, 45). Institutional
theory explains the tendency of CSER practice to converge in a particular context
(Larrinaga-Gonzalez 2007), for example, in Germany (Cormier, Magnan and Van
Velthoven 2005).

From an institutional theory perspective, an organisation’s options are perceived to be
limited by a variety of external pressures, and it must respond to external expectations
for its survival and success (Pfeffer and Salancik 1978). The various external pressures
in one organisational field will lead to a convergence in forms and practices of
organisations in that field (Larrinaga-Gonzalez 2007; Oliver 1991). An organisational
field consists of “those organizations that, in the aggregate, constitute a recognized
area of institutional life: key suppliers, resource and product consumers, regulatory
agencies, and other organizations that produce similar services or products”
(DiMaggio and Powell 1983, 148). In practice, researchers have usually identified
fields according to common technologies or common regulations, such as an industry

in a particular geographic area (Larrinaga-Gonzalez 2007).

DiMaggio and Powell (1983, 149) called the process of homogenisation of
organisational structures in a particular environment “isomorphism”, which is defined
as “a constraining process that forces one unit in a population to resemble other units
that face the same set of environmental conditions” (Hawley 1968, cited in DiMaggio

and Powell 1983, 149). DiMaggio and Powell (1983) also proposed three types of
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mechanism that are involved in institutional isomorphic change: coercive, mimetic and
normative. Scott (1995) phrased these three elements differently as regulative,

normative and cognitive structures, but with similar explanations.

Firstly, according to DiMaggio and Powell (1983), coercive isomorphism is based on
political influence and legitimacy issues; it relates to “both formal and informal
pressures exerted on organisations by other organisations upon which they are
dependent and by cultural expectations in the society within which organisations
function” (DiMaggio and Powell 1983, 150). These pressures can result from laws and
regulations imposed by the state or the discipline of markets, such as health and safety
regulations relating to manufacturers (DiMaggio and Powell 1983; Larrinaga-
Gonzélez 2007). In order to gain legitimacy and acquire or maintain resources,
organisations are forced to comply with laws and to align their structures with the
dominant rules (Larrinaga-Gonzalez 2007). In the context of CSER, coercive
mechanisms (e.g. reporting regulations, the enforcement of these regulations and the
threat of promulgation of reporting regulations) could explain companies’ CSER

practice as a response to regulations or consumer pressure (Larrinaga-Gonzalez 2007).

Secondly, mimetic isomorphism results from companies’ imitating the practice of
successful peers when they are facing uncertainty, such as unintelligible organisational
technologies, ambiguous goals or symbolic uncertainty created by the environment
(DiMaggio and Powell 1983). For example, Unerman and Bennett (2004) used
mimetic isomorphism to explain the tendency for many organisations to adopt new
policies and procedures which had been adopted by the leading organisations in their
field. Larrinaga-Gonzélez (2007) suggested that mimetic isomorphism causes
sustainability reporting to be taken for granted in some countries or industries as
companies tended to imitate their peers who were deemed to have achieved success in

their reporting practices.

Thirdly, normative isomorphism stems from professionalisation. It is interpreted by
DiMaggio and Powell (1983, 152) as “the collective struggle of members of an
occupation to define the conditions and methods of their work, to control the
production of producers and to establish a cognitive base and legitimation for their
occupational autonomy”. Normative mechanisms lead professions to act according to

the values and norms perceived to be legitimate for their occupations. These values
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and norms about professional and organisational behaviours are conveyed to managers
and staff through formal education and professional networks, such as universities and
professional training institutions (DiMaggio and Powell 1983). DiMaggio and Powell
(1983) also suggested that normative isomorphism is encouraged by similar standards
used in the filtering of personnel in the recruitment process by companies in an
organisational field. Their explanation is that managers and professionals with similar
academic backgrounds and attributes tend to view problems and approach decisions in
a similar way; in addition, personnel movement among companies within the same

industry is quite common.

2.4.5 Summary of the three theories

Stakeholder theory, legitimacy theory and institutional theory are widely invoked in
explaining companies’ motivations towards CSER. As mentioned in subsection 2.3.1,
these three theories are all systems-oriented theories; although some overlaps exist

between these three theories, they are also complementary.

Stakeholder theory involves the impacts on an organisation from particular stakeholder
groups, while legitimacy theory refers to the perceptions of society, in general, of an
organisation’s behaviour (Deegan and Blomquist 2006). Legitimacy theory explains
how organisations adopt particular strategies to gain, maintain or restore their
legitimacy, while institutional theory discusses legitimacy at a higher level regarding
how organisations adopt particular organisational forms to stay legitimate (Deegan
2009). Institutional theory provides a complementary perspective to legitimacy and
stakeholder theories in explaining how organisations respond to changing social

expectations (Deegan 2009).

2.5 CSER RESEARCH IN CHINA

Most studies on CSER have been conducted in Western developed countries, but
comparatively little research has been done in emerging and developing economies
(Khan, Muttakin and Siddiqui 2013; Belal and Cooper 2011; Amran and Haniffa 2011;
Islam and Deegan 2008), and especially in China (Belal 2008). Among the sparse
studies written in English regarding CSER in China (Du and Gray 2013; Rowe and
Guthrie 2009), a proportion of them are normative research (e.g. Li, Xiong and Xu
2008; Li 2004) and descriptive in nature (e.g. Gao 2011; Du and Gray 2013), while
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the empirical studies are dominated by the use of the quantitative method to analyse
the determinants of disclosure level. Some of these emprical studies are summarised
in Table 2.3.

The factors influencing the level of social and environmental disclosures found in most
studies in China include company size, environmental sensitivity, ownership and
profitability. For example, Liu and Anbumozhi (2009) investigated the environmental
disclosures of 175 Chinese listed companies in their annual reports, separate
environmental reports, CSR reports and company websites. Their findings suggested
that larger companies and companies in environmentally sensitive industries had
higher disclosure levels, which was quantified by a disclosure index with variable
weights assigned to different types of information. A similar study by Zeng et al. (2010)
examined the environmental disclosures of 871 listed manufacturing companies in
China according to their annual reports and information in the China Stock Market &
Accounting Research (CSMAR) database, and received the consistent results that
disclosure level was positively correlated to company size and environmental
sensitivity. Kuo, Yeh and Yu’s study (2012) on 529 CSR reports released by
companies in China also confirmed that companies in environmentally sensitive
industries disclosed more information. In addition, they found that state-owned
enterprises (SOEs) had a significantly higher disclosure level, which was also in line
with Meng, Zeng and Tam’s (2013) study’s finding on the environmental disclosures
in 2,360 annual reports of listed companies in China. A similar conclusion was drawn
by Weber (2014), who found that government-controlled companies had higher
reporting frequency in his study on environmental, social and governance reporting of
75 listed companies in China. In addition, Lu and Abeysekera (2014) analysed the
social and environmental disclosures of 100 companies on the 2008 Chinese Stock-
listed Firms” Social Responsibility Ranking List according to their annual reports and
CSR reports, and concluded that disclosure level was positively associated with
company size, profitability and high-profile industry classification, and negatively
correlated to concentrated ownership. Furthermore, the findings of Marquis and Qian’s
(2014) study on all CSR reports issued by publicly listed Chinese companies during
the period 20062009 indicated that factors such as company size, profitability and

media exposure all had a positive influence on the probability of companies issuing
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CSR reports, while companies with a CEO (Chief Executive Officer) as a government
official intended to disclose more substantive CSR information.

Some of these empirical studies also attempted to infer the motive behind CSER
according to their conclusion of the influencing factors. For example, Liu and
Anbumozhi (2009) used environmental sensitivity as a proxy for the pressure from
government, and explained that the government, as a powerful stakeholder, had a large
influence on environmental disclosures in China. Meanwhile, they also inferred that
the pressure on companies’ environmental reporting from other primary stakeholders
such as shareholders and creditors was weak. Zeng et al. (2010, 1144) suggested a
motive for environmental reporting was to alleviate the government’s concerns, based
on their finding that “[companies’] environmental protection policies, strategies and
goals” and the “influence of government environmental protection policy” were two
disclosure components with the highest disclosure scores. Similarly, other studies (e.g.
Gao 2011; Meng, Zeng and Tam 2013; Dong, Burritt and Qian 2014) also concluded
that the government had a large positive influence on CSER based on the findings that
SOEs had higher disclosure levels. However, an inconsistent result was received by
Lu and Abeysekera (2014) who failed to find that central SOEs disclosed more social
and environmental information, concluding that pressure on CSER from stakeholders
in general was weak in China, with the exception of that from shareholders. The
influence of shareholders on CSER was inferred from a negative correlation between
the disclosure level and ownership concentration. Lu and Abeysekera’s (2014)
explanation was that companies with less concentrated ownership had more variable
shareholders with higher demands for relevant information, which would drive

companies to make more disclosures if shareholders had influence.

Such quantitative studies can only indirectly and partly infer companies’ motivations
behind CSER (Belal and Momin 2009). Only a very few studies adopted the interview
method to directly explore the motives behind companies’ social and environmental
disclosures of which Rowe and Guthrie’s (2010) study is an example. They
interviewed senior managers from 15 companies in China, and identified that coercive
government involvement was the major driver of companies’ environmental initiatives
and reporting. Similarly, as with CSER studies in English, according to a recent review

by Guan and Noronha (2013), the majority of CSER research by Chinese academia is
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also purely descriptive and the limited empirical Chinese studies are dominated by
quantitative content analysis.

2.6 RESEARCH GAPS

The literature review in the previous sections indicates four gaps in current CSER

research, which are:

1) Lack of field-based qualitative studies.

2) Lack of studies in developing countries.

3) Lack of studies exploring the barriers of CSER.

4) Lack of studies on both social and environmental disclosures of companies.

First, the empirical studies on CSER are numerically dominated by quantitative
content analysis that addresses the statistical relationship between disclosure levels
and influencing factors (Thomson 2007; Belal and Momin 2009). The majority of the
studies that explore driving forces behind CSER are desk-based and only provide
indirect explanations by inferring companies’ motives from the connections between
disclosure levels and external factors, while only a small body of research directly

explores the motives by the interview method (Belal and Momin 2009; Owen 2008).

Second, most studies on CSER focus on Western developed countries. Comparatively
little research has been done on emerging and developing economies (Islam and
Deegan 2008; Alon et al. 2010; Belal and Cooper 2011; Amran and Haniffa 2011;
Khan, Muttakin and Siddiqui 2013), and especially on China (Lu and Abeysekera 2014;
Du and Gray 2013). As the contexts of different countries have a large influence on
CSER (Andrew et al. 1989; Guthrie and Parker 1990; Williams and Ho Wern Pei 1999;
Adams and Kuasirikun 2000; Adams, Hill and Roberts 1998), Western approaches
may fail to explain the CSER phenomenon in Asia’s emerging and developing
countries (Jamali and Mirshak 2007; Baughn, Bodie and Mcintosh 2007; Belal and
Momin 2009), for example, in China (Gao 2011).

Third, most studies of managerial perceptions of CSER only investigate the motives
behind CSER with little known about the barriers. Gray and Bebbington (2001, 242)

listed some possible reasons for non-disclosure of environmental information:
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o No need/motivation to do so.

o Wait and see.

e Cost.

o Data availability (and related costs).

e Secrecy.

e Absence of demand for the information.
e Absence of a legal requirement.

e Never thought about it.

o Prioritising areas for disclosure.

Very few empirical studies have examined the barriers to CSER. For example, in
Canada, Buhr (2002) conducted case studies of two large pulp and paper companies to
investigate their initiation of environmental reports, and revealed that the two
disincentives perceived by the management were increasing cost and insufficient
support. In Australia, Stubbs, Higgins and Milne (2013) interviewed managers from
23 large ASX-listed companies not issuing sustainability reports, discovering that the
barriers to companies producing sustainability reports were lack of stakeholder
pressure; no perceived benefits; the belief that sustainability reporting is a ‘nice-to-do,
not a must-do’; companies’ compliance culture; and companies having a structure
and/or culture that did not encourage reporting. In the UK, Solomon and Lewis
(2002)’s questionnaire study revealed that the disincentives of corporate
environmental reporting were lack of awareness, lack of legal requirement and
reluctance to report sensitive information. In Bangladesh, Belal and Cooper (2011)
interviewed 23 senior managers of listed companies and discovered that the reasons
for companies resisting CSR reporting were lack of resources, the profit imperative,
lack of legal requirements, lack of knowledge/awareness, poor performance and the
fear of bad publicity. In China, Rowe and Guthrie’s (2009) interview-based study with
15 senior managers revealed that the barriers to environmental reporting were lack of
legal requirement, perceived lack of stakeholder demand, competitors not reporting,
no environmental impact, costs outweighed benefits, not being part of executive

performance and secrecy.

Four, many studies investigated only corporate environmental disclosure and not

social disclosure, for example, Patten (1992); Gray et al. (1995); Deegan and Rankin
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(1996); Deegan and Gordon (1996); Walden and Schwartz (1997); Buhr (1998);
Brown and Deegan (1998); Hutchings and Taylor (2000); Wilmshurst and Frost (2000);
Bewley and Li (2000); Solomon and Lewis (2002); Larrinaga-Gonzalez et al. 2001);
Harvey and Schaefer (2001); Patten (2002); O’Donovan (2002); Magness (2006);
Deegan and Blomquist (2006); Cho and Patten (2007); Liu and Anbumozhi (2009);
Haddock-Fraser and Tourelle (2010); Cho, Roberts and Patten (2010); and Rowe and
Guthrie (2010, 20009).

In summary, an important gap in CSER research is the lack of engagement-based
studies that directly explore managerial perceptions of the enablers of and barriers to
CSER via interviews in China. As addressed by de Villiers and Alexander (2014), the
form and volume of CSER content will be less and less indicative of management’s
real motivation for CSR reporting, because companies are inclined to shape their
reporting structure and volume to fit the same global reporting templates such as GRI
due to the institutionalized reporting patterns.

Instead, it is imperative to explore senior managers’ perceptions of CSER (Khan 2010)
because they play a central role in influencing the CSR and CSER practices of their
companies. Rather than the mainstream testing of hypotheses applying content
analysis to the conveniently sourced secondary data from CSR or annual reports, an
engagement-based field research with senior managers to understand their motivation
for CSER would not only bridge a significant gap in CSER research, but also be more

meaningful in improving the sparse CSER practice in China.

Therefore, this study adopts the qualitative method to explore the CSER phenomenon
in China from a senior manager’s perspective via interviews. It investigates not only
the motives for but also the barriers to companies in adopting CSER. Moreover, it
covers both social and environmental disclosures of companies in China. This study
has a significant contribution to make to the CSER literature in terms of the emic
knowledge of the CSER phenomenon that it provides in the context of the largest

developing country, China.

2.7 SUMMARY

This chapter has provided a brief review of CSER research, including the definition of

CSER, main research themes of empirical studies, widely adopted theoretical
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perspectives and CSER research in China. Near the end of the chapter, some important
gaps in CSER research were highlighted. This engagement-based study seeks to fill
these gaps by exploring managerial perceptions of the drivers of and barriers to CSER

in China.

While this chapter has presented the literature background of CSER research, the
following chapter introduces the socio-economic and institutional contexts of China

and the real situation of CSER practice in China.
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Table 2.1: Examples of studies on determinants of CSER disclosure level

Articles

Countries &Samples

Measurement of Disclosure
Level & Source of CSER

Determinants of Disclosure
Level*

Other Influence Factors*

(Corporate Governance &

Disclosure (Corporate Characteristic Country Difference )
Factors)

Annual reports

Trotman and Bradley 207 Australian listed Li . Size (+) Management decision horizon long
. ine counting

(1981) companies o term (+)

CSR disclosure Systematic risk (+)

Annual reports Size (+)

Cowen, Ferreri and
Parker (1987)

134 US companies from
Fortune 500 in 10 different
industries

Page counting

CSR disclosure

Profitability (0)

Industry difference

Existence of CSR committee (+)

Andrew et al. (1989)

119 publicly listed companies
in Malaysia and Singapore

(also compared with the
findings of Guthrie and
Parker’s [1990] study)

Annual reports
Themes, forms and page counting

Social disclosure

Size (+)

Country difference

Guthrie and Parker
(1990)

50 largest listed companies in
the UK, the USA and
Australia

Annual reports

Themes, forms and page counting;
location in the reports

Social disclosure

Country difference
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Yamagami and Kokubu
(1991)

49 largest international
companies included in
Fortune 500 in Japan

Voluntary reports
Statistics of disclosure categories

Social disclosure

Industry difference

Roberts (1992)

80 Fortune 500 companies

Companies’ disclosure level
published by Council on
Economic Priorities (CEP)

CSR disclosure

Return on equity (ROE) growth
in prior period (+)

Company age (+)
Debt to equity ratio (+)
High-profile industries (+)

Systematic risk (beta) (-)

Corporate sponsorship of a
philanthropic foundation (+)

Size of the corporation’s public
affairs department (+)

Deegan and Rankin
(1996)

197 Australian companies

Annual reports
Word counting

Environmental disclosure

Company size (+)

Industry sensitivity (+)

Gamble et al. (1996)

276 companies in 27 countries

Annual reports
Statistics of disclosure themes

Environmental disclosure

Country difference

Hackston and Milne
(1996)

47 largest listed companies in
New Zealand

Annual reports

Sentence and page counting

Company size (+)

High-profile industries (+)
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Social and environmental
disclosures

Profitability (0)

Adams, Hill and Roberts
(1998)

150 companies from six
European countries

Annual reports

Theme coding, page counting,

information forms (qualitative or

quantitative)

Social reporting

Size (+)

Industry sensitivity (+)

Country difference

Brown and Deegan
(1998)

27 companies in nine
industries in Australia

Annual report
Word counting

Environmental disclosure

Media coverage (+)

Neu, Warsame and
Pedwell (1998)

33 Canadian public companies
in four environmentally
sensitive industries:

Annual reports
Word counting

Environmental disclosure

Profitability (-)

Debit ratio (0)

Number of media articles about
environmental fines by the
government (+)

Williams (1999)

356 listed companies in seven
Asian Pacific nations

Annual reports
Sentence counting

Social and environmental
disclosure

Country difference

Bewley and Li (2000)

188 manufacturing firms in
Canada

Annual reports

Content ranking with Wiseman
Index

Environmental disclosure

Pollution propensity industry

)
Company size (+)

Return on assets (ROA) (0)

Number of media articles pertaining

to the firm preceding corporate
environmental disclosure (+)
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Campbell (2000)

A retailer (Marks and
Spencer) in the UK

Annual reports
Word and page counting

Social disclosure

Senior officers’ succession

Adams and Kuasirikun
(2000)

20 largest UK and German
chemical and pharmaceutical
firms

Annual reports
Word and page counting

Ethical issues disclosure

Country difference

Buhr and Freedman
(2001)

56 pairs of comparable-sized
US and Canadian companies
in 1988 and 68 pairs in 1994

Annual reports, 10-K/AIF reports
and environmental reports

Counting categories disclosed

Environmental disclosure

Country difference

Ding (2002)

38 French listed companies
and 29 Chinese listed
companies

Annual reports
Counting categories disclosed

Annual report information
disclosure

Country difference

Holland and Foo (2003)

20 large listed companies in
sensitive industries in UK and
20 in USA

Annual reports
Sentence counting

Environmental disclosure

Country difference
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Kolk (2003)

222 Global 250 companies

Sustainability reports and annual
reports

Counting topics disclosed

Sustainability reporting

Country difference

Cormier, Magnan and
Van Velthoven (2005)

55 large non-financial firms in
Germany

Annual reports and environmental

reports
Scoring disclosed items

Environmental disclosure

Company size (+)

Fixed asset age (+)
Heavy industry (+)
Company age (+)
Systematic risk (beta) (+)
Leverage (0)

Profitability (0)

Concentrated ownership (-)

Extensive foreign ownership (-)

Haniffa and Cooke
(2005)

139 non-financial listed
companies in Malaysia

Annual reports
Index and word counting

Social reporting

Company size (+)
Profitability (+)
Industry type

Debt to equity ratio (0)

Proportion of non-executive
directors on the board (+)

Proportion of Malay directors to
total directors on the board (+)
Multiple directorships (+)

Foreign share ownership (+)

Multiple listings (+)
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Smith, Adhikari and
Tondkar (2005)

32 Norwegian/Danish
companies & 26 US
companies in the electric
power generation industry

Annual reports
Word, sentence and page counting

Social disclosure

Country difference

Gao, Heravi and Xiao
(2005)

33 listed companies in Hong
Kong

Annual reports
Word counting

Social and environmental
disclosure

Company size (+)

Industry difference

Ho and Taylor (2007)

50 of the largest US and
Japanese companies

Annual reports,
stand-alone reports and website
reports

Index

Triple bottom line (TBL)
reporting

Company size (+)
Profitability (-)
Liquidity (-)

Manufacturing industry (+)

Country difference

Smith, Yahya and
Amiruddin (2007)

40 listed companies in
Malaysia

Annual reports
Index

Environmental disclosure

Profitability (-)

Industry membership (0)
Company size (0)
Liquidity (0)

Debt ratio (0)

Share price volatility (0)
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Rashid and Lodh (2008)

21 listed companies in
Bangladesh

Annual reports
Index

Social disclosures

Profitability (+)

Debt ratio (+)

Concentrated ownership (-)

External independent directors (+)

Branco and Rodrigues
(2008)

49 listed companies in
Portugal

Annual reports and information on

corporate web pages
Statistics of disclosure categories

CSR disclosure

Company size (+)
Profitability (+)

Leverage (-)

Media exposure (+)

Reverte (2009)

Largest 35 listed firms in
Spain

CSR disclosure ratings from the
Observatory on CSR (an
association that integrates civil
society, NGOs, trade unions and
consumer organisations)

CSR disclosure

Size (+)
Industry sensitivity (+)
Profitability (0)

Leverage (0)

Media exposure (+)

Tagesson et al. (2009)

169 Swedish listed
corporations

Corporate websites
Index (unweighted-scoring)

Social and environmental
disclosures

Size (+)
Profitability (+)

Consumer goods industry (+)

State-owned corporations (+)
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Khan (2010)

30 private commercial banks
in Bangladesh

Annual reports
Index, word counting

CSR reporting

Size (+)
Profitability (+)

Debt to equity ratio (0)

Proportion of non-executive
directors (+)

Proportion of foreign nationals on
the board (+)

Women’s empowerment at the
executive level (0)

Proportion of women directors (0)

Gamerschlag, Moller
and Verbeeten (2011)

130 largest listed German
companies

Annual reports and CSR reports
Index, word counting

CSR disclosure

Size (+)
Industry difference

Polluting industries (+): only
environmental disclosure

Profitability (+): only
environmental disclosure

Dispersed shareholder ownership
structure (+)

US cross-listing (+)

Notes: * (+): positive association with disclosure level; (-): negative association with disclosure level; (0): no significant impact with disclosure level.
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Table 2.2: Examples of studies on motives behind CSER

Primary Categories of . . . N Theoretical
Motives Study Studies Topic and Sample Methods Primary Findings Perspectives
Environmental disclosure
21 publicly traded Quantitative content analysis: Companies in petroleum
To maintain Effect of a Patten Fortune 500 companies in S YSIS. industry disclosed much more Legitimacy
legitimacy single event (1992) petroleum industry comparing disclosure levels in environmental information after theory
annual reports of 1988 and 1989 the event
Alaskan Exxon Valdez oil
spill event in 1989
Environmental disclosure
Quantitative content analysis: Companies increased their
o Walden and | 53 Fortune 500 companies in | comparing quantity and quality | environmental disclosure level
To maintain Effect of a : : - . ; . .
leqitimac sinale event Schwartz four industries of environmental disclosure in after the accident in response to N/A
g y 9 (1997) annual reports of 1988, 1989 public policy pressure for their
Alaskan Exxon Valdez oil and 1990 self-interest.
spill event in 1989
Environmental disclosure
. - . . Quantitative content analysis: S
To maintain Effect of a ;]Lét(flt];nl%sr :\:'R'Ss%r(;ﬂ? gﬁglfs?;)eratmg comparing the disclosure level ;22?822&er?]:)r;errgg\'/?go:]rmgsg Legitimacy
legitimacy single event 4 in annual reports before and : . theory
(2000) information after the event
Ok Tedi River pollution after the event '
lawsuit against BHP Ltd
. . Quantitative content analysis: . -
To maintain Effect of a Magness Environmental disclosure comparing environmental Companies th_at maintain a Legitimacy
legitimacy single event (2006) disclosure in annual reports stronger media presence theory
disclosed more environmental

44 publicly traded gold
mining companies in Canada

before and after the event

information after the accident.
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Omai mine accident in 1995:

overseas outsourced project

Companies with plans to access
external financial markets and
larger-sized companies
disclosed more environmental
information.

Comparison of

Companies that had been

To maintain tz;g:]sglgf;r: Delggﬁrlli?]nd Environmental disclosure Quantitative content analysis: prosecuted disclosed Legitimacy
legitimacy during the same (1996) 20 Australian companies disclosure in annual reports S|gq|f|cantly more p05|t!ve theory
: environmental information.
period
Comparison of
To maintain the d|sclfc_)sure Patten Environmental disclosure Quantitative content analysis: Compames Wllth p?orer Legitimacy
legitimacy among Tirms (2002) ; disclosure in annual reports envwonmenta} pertormance theory
during the same 131 US companies made more disclosures.
period
Comparison of Environmental disclosure Companies with poorer
To maintain the dlsclqsure Cho and 100 companies listed in the Quantitative content analysis: gnwro_nmental performa.n.ce and Legitimacy
i among firms Patten : . . in environmentally sensitive
legitimacy during the same (2007) 2002 ratings of corporate disclosure in 10-K reports industries made more theory
gy g social and environmental - al discl
perio performance environmental disclosures.
Quantitative content analysis:
. . comparing the environmental .
Environmental disclosure disclosure volume in its annual Legitimacy
To maintain Lonaitudinal < bef d after it Disclosure volume increased theory
leqitimac cas% stud Buhr (1998) | Falconbridge, an re_p;(_)rsl ctore an at Ief IS after critical environmental
grumacy y international resource ?“ Ica 9%nV|r%rS1’men al 1Ssues events. Political
company in Canada rom 1964-1991 economy theory

Interviews: with company and
government representatives
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More social and environmental

Deegan, Social and environmental Quantitative content analysis: information was disclosed when
To maintain Longitudinal Rankinand | disclosure . . YSIS: the level of media coverage was Legitimacy
i . disclosure in1983-1997 annual .
legitimacy case study Tobin reports higher and when more theory
(2002) BHP Ltd in Australia P unfavourable media articles was
published.
Social and environmental Quantitative content analysis: . o Legitimacy
| disclosure . . A significant positive
o I slam and comparing social and - theory
To maintain Longitudinal Deegan environmental information correlation was found between
legitimacy case study g Two multinational clothing - : the disclosure level and the ;
(2010) - disclosed in 1988-2006 annual . . Media agenda-
and sportswear companies: number of negative news items. :
H&M and Nike reports setting theory
gpmlal and environmental Quantitative content analysis: A significant positive
o - - Isciosure comparing social and correlation was found between .
To maintain Longitudinal Tilling and environmental information the disclosure level and the Legitimacy
legitimacy case study Tilt (2010) | Rothmans Holdings Ltd, a . - . . theory
publicly listed Australian disclosed in 1956-1999 annual | number of articles relating to
tobacco corporation reports health.
Certain legitimation tactics in
the annual report disclosure
To maintain approach are chosen by
legitimacy . O’Donovan | Three large Australian listed | Qualitative: interviews with companites n response to a Legitimacy
Interview - . threatening environmental issue
(2002) companies senior managers . . theory
according to the perceived
significance of the issue and the
purpose of gaining, maintaining
or repairing legitimacy.
To maintain _ Larrlpaga— Environmental disclosure Qualitative: interviews with Environmental disclosure was N
legitimacy Interview Gonzalez et _ o _ corporate environmental _ adopted to negotiate and control Legitimacy
al. (2001) | Nine companies in Spain officers/managers/executives theory

the environmental agenda,
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driven by fear and compulsory Political
and non-compulsory pressure. economy theory
Government and regulators had
significant influence on
Harvey and Environmental performance o _ _ cornpa_nies’ envirox}mental
Tomanage | Government and Schaefer _ N Qualitative: interviews with reporting and practice. Stakeholder
stakeholders regulators (2001) Six UK water and electricity | senior managers and staff theory
companies Customers and the general
public were also considered to
be influential.
Mixed method/mail survey
Environmental disclosure CFOs or senior managers were | Reporting was mostly driven by
To manage Wilmshurst required to rate on a ranking- shareholders’ information needs .
stakeholders | gparenolders and Frost | 62 listed companies in eight | order Likert scale the relative and also by legal obligation, Legr:tlmacy
(2000) environmentally sensitive importance of 11 possible ‘due diligence’ requirements theory
industries in Australia influential factors on their and community concerns.
motivations to adopt
environmental reporting
Three critical drivers for leaders
to promote CSR were the
To manage CSR activities leader’s role in responding to
stakeholders Shareholders Lindorff and Qualitative: interviews with the mutual interest of the Stakeholder
and employees | Peck (2010) | 10 leaders of larger financial | 10 leaders business and society, the theory
institutions in Australia reputation of companies and,
particularly, the pressure from
shareholders and employees.
. Brancoand | CSR disclosure ngntitative content a_nalysis of | Banks with a higher_ visibility -
0 manage Customers Rodrigues social _respon5|b|I|ty disclosure | among customers dl_sclosed Legitimacy
stakeholders (2006) 15 Portuguese banks on their annual reports and on more social and environmental theory

the internet

information.
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Quantitative content analysis of

Stakeholder

. h A Multinational buying theory
s;raok;nh%rllgge]?s Islam and CSR disclosure ;:nilﬁa:r:g;?ﬁgon n 1987-2005 companies, as customers, N
Customers Dzegggn 12 export-oriented garment creat(?[q thefcphange in the CSR Letgr:zlc:?acy
( ) manufacturers in Bangladesh | Qualitative: interviews with :ﬁpor flngto ese y
senior managers anutacturers. I
Institutional
theory
To manage Haddock- Enqunmental actives and I . Companies that supplied goods
reporting Quantitative content analysis of - - .
stakeholders Fraser and . or services directly to customers Legitimacy
Customers Tourelle environmental reports and CSR adonted more proactive theor
2010 UK FTSE 100 companies in | reports on companies’ websites nviF:’ nment Ipr Hin y
(2010) nine industries environmental reporting.
Environmental disclosure Qualitative: interviews with o _ Legitimacy
To manage Deegan and representatives from six Mining companies reacted to theory
stakeholdgrs NGO Blomquist | Key member companies in corr)n anies and a oroiect leader WWE’s initiatives by improving
(2006) the Minerals Council of p P NGO WF\)A/'J: their reporting behaviour. Stakeholder
Australia roman ( ) theory
Companies in environmentally
sensitive industries had a higher
environmental disclosure level
T . . I . Environmental disclosure level
0 manage Environmental disclosure Quantitative content analysis: L : !
. . . was positively associated with
stakeholders . Deegan and environmental disclosure in . i
& Environmental Gord 197 Australi . | societal concern and Legitimacy
lobby groups ordon ustralian companies annual reports environmental lobby groups’ theory
To manage (1996) concern
corporate Questionnaires to lobby groups ’
Image Environmental disclosure was

self-laudatory with little or no
negative news disclosure by all
the sample companies.

63



To manage
stakeholders
&

To manage
corporate
image

International
buyers,
government and
employees

Belal and
Owen
(2007)

Social reporting

23 Bangladeshi companies

Qualitative: interviews with
senior managers

CSR disclosure was driven by
the motives of managing
economically powerful
stakeholder groups and
improving corporate image.

Domestic companies competing
in the export market were
primarily under the pressure of
meeting the demands from
international buyers.

Multinational companies
(MNCs) were driven by desires
to maintain good relations with
government and to attract
employees.

N/A

To manage corporate image

Adams
(2002)

7 large multinational
companies (MNCs) in the
chemical and pharmaceutical
sectors in the UK and
Germany

Qualitative: interviews with
relevant personnel in the
companies

The primary motive was to
enhance corporate image and
credibility with stakeholders.
The disclosure was also driven
by public pressure.

An obstacle to disclosure was
concern about unknown or
negative public reaction to the
disclosure of certain issues such
as fines, so only a very small
amount of bad news was
disclosed.

Legitimacy
theory

Stakeholder
theory

Political
economy theory
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“To improve corporate image”

Environmental disclosure was ranked the most important Legitimacy
reason for corporate theory
Solomon Opinions of three sub- environmental reporting by Stakeholder
To manage corporate image and Lewis sample groups in the UK: Questionnaires normative and interested theor
(2002) (1) companies, (2) normative groups, and ranked second by y
group and (3) interested the companies, after “To Political
group acknow!edge social economy theory
responsibility”.
Companies with poor
environmental performance
Environmental disclosure used more optimistic language
) Cho. Roberts o _ o _ and verbal tone to pias th.e
To manage corporate image and i:>atten 195 companies listed in the Quantitative content analysis of | message presented in their N/A
& (2010) 2002 ratings of corporate 10-K reports environmental disclosure.

To maintain legitimacy

social and environmental
performance

Environmental disclosure was
used as a tool to manage
stakeholder impressions of their
performance.
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Table 2.3:

Examples of empirical studies in China

Study Research Topic Sample Method Main Findings l;l’ heoretl_cal
erspectives
Environmental sensitivity and company size were two
_ _ Quantitative content positive influence factors on disclosure level.
175 Chl_nese listed analysis Companies located in more economically developed
companies regions or with better economic performance
Liu and _ Environmental Environmental information Index method gﬂsclosec! more of certain kinds of environmental Stakeholder
Anbumozhi disclosure disclosed in annual reports : : information. theor
(2009) , ' | Disclosed scoring: Disclosure was mainly driven by the motive to y
separate environmental or ; . ,
CSR reports and company unequal weights alleviate the government’s concern.
websites assigned to different Weak pressure was experienced from stakeholders
types of information who expected the government to disclose the
information.
Environmental sensitivity and company size were two
871 listed manufacturing Quantitative content positive influence factors on disclosure level.
companies in China analysis Companies with foreign legal person shares and state
shares had higher disclosure level.
. Index method An inverse relationship existed between marketisation
Zeng et al. Environmental level and discl level /
(2010) disclosure ; ; ; ; o evel and disclosure Jevel. . NIA
Environmental information | Disclosed scoring: The components with highest disclosure scores were
disclosed in annual report Une_qual We'Q_htS “firm’s environmental protection policies, strategies
or CSMAR database from aSS|gned_to dlffergnt and goals” and “influence of government policy of
2005-2008 types of information environmental protection”, which indicated one
motive of environmental reporting was to alleviate the
government’s concerns.
Rowe and : Senior managers from 15 | Semi-structured Coercive government institutional involvement was Institutional
. Environmental o . ; . . : .
Guthrie (2010) companies in China interview seen as the major driver of corporate environmental theory

initiatives and
disclosure

initiatives and reporting.




81 listed companies in
China

Quantitative content
analysis

CSR report was the most adopted name for the stand-
alone reports on CSER in China.

Companies preferred to follow domestic guidelines
rather than international ones.

Most companies held a positive attitude to sharing
CSR and none hold a negative attitude.

SOEs had higher propensity to address social issues,

Gao (2011) CSER many of which were “political slogans” of the NIA
CSR reports issued in 2008 government.
Descriptive statistics SOEs focused more on the interests of charity/society,
while non-SOEs paid more attention to the interests
of shareholders.
Industrial firms addressed more stakeholders’
interests than service firms did.
CSR reporting was at an early stage in China.
Quantitative content
529 CSR reports released analysis 41.4% of the companies did not disclose any
by companies in China information on the 42 CSR activities in the
(excluding foreign Rating scale built assessment system.
$30(,22)(f2)and CSER companies and companies | based on the Expert Companies in environmentally sensitive industries Stiﬁ:';cr):/der
in banking and insurance Assessment System and SOEs had significantly higher disclosure scores.
industry) during 2008- for the Golden Bee They disclosed more on environmental protection
2009 CSR China Honour issues which were of wide concern to the
Roll international community and Chinese government.
Annual reports published | Quantitative content Average score was 1.126 out of 10 which indicated Legitimacy
by listed companies in analysis that the environmental disclosure level was quite low. theory
Meng, Zeng Env_ironmental China: Index method g_rop;ortion _of compdanies with environmental
and Tam disclosure 792 reports in 2006 Isclosure |r_10rease. .
(2013) Disclosed scoring: SOEs ha_d higher disclosure Ievel_ to meet the _ )
784 reports in 2007 unequal weights expectation of the_goyerr)men.t, indicating ownership Impressmnt
assigned to different was an |mport§nt |n.st|tut.|onal influence factor.. managemen
Complex relationship existed between companies’ theory

784 reports in 2008

types of information

economic performance and disclosure level.




A large divergence existed in terms of quality of CSR
o reports.
339 listed companies in Quantitative content Quality of CSR reports was positively associated with
China under mandatory analysis company size, financial leverage and shareholders’
. regulations to publish CSR . concentration (of ownership).
Iﬁgoz(g%rlgg;md CSER regom P ;ilr?egeports quality Quality of CSR reports was not associated with N/A
profitability or state ownership.
613 CSR reports submitted Expert scoring Presence of independent directors had weak negative
during period 2009-2010 methodology impact on qyality of CSR reports.
Companies in more economically developed zones
were more likely to produce CSR reports of higher
quality.
o Quantitative content CSER level was significantly and positively
All 100 companiesin the | oo associated with company size, profitability and high-
2008 Chinese Stock-listed profile industry classification. Stakeholder
Firms’ Social . CSER level was negatively associated with theory
Lu and Responsibility Ranking shareholder-concentrated ownership indicating
Abeysekera CSER List Three-dimensional shareholders’ influence on CSER level.
(2014) social and The pressure for CSER from stakeholders, including
epvironmental _ the government and auditors was generally weak. Legitimacy
Annual reportsand CSR | disclosure index with Environmental disclosure level was negatively theory
reports in 2008 quality and quantity associated with financial leverage indicating
measures creditors’ influence on environmental disclosure
level.
All mining and minerals Quant[tative content Governmen’t (measured. by pgrcentage of
ies listed in China analysis government’s shareholding); 1qtemathnal customers
Dong, Burrit companies (measured by sales revenue to international market)
and dian CSER 176 corporate annual and Index method had significantly positive impact on disclosure level. Stakeholder
(2012) CSR reports produced ) - Mining inQustry associations_ (_measured by industry theory
during the period 2007 Disclosed scoring: membership), local communities (measured by
2010 unequal welg_hts donations to local community); employees (measured
assigned to different by employee contribution rate) had no influence on
types of information disclosure.
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All CSR reports issued by
publicly listed Chinese
companies between 2006
and 2009

Quantitative content
analysis

Adopted CSR

Company size, required discloser, reporting
experience, media exposure, ROA and slack
resources had a positive influence on the probability

I\Q/Iiirnql(lzlf) ﬂ;j CSER reporting of issuing a CSR report. Insttrllt:('glronal
Approximately 1,600 substantiveness rating Companies with a CEO who was a government y
publicly listed companies by RKS, an official and companies located in more institutionally
and 5,660 firm-year independent CSR developed regions produced more substantive CSR
observations rating agency reporting.
N Massive increase of reporting frequency occurred
75 companies listed on the
; from 2005-2009.
: Shanghai, Shenzhen and/or - . .
Environmental, Statistics Government-controlled companies and companies
ial and Hong Kong stock N .
Weber (2014) social an exchanges on the Top 100 Green Companies list had higher N/A
governance (ESG) Frequency of reporting frequency.
reporting reporting Companies that published ESG reports had lower

ESG reports on
companies’ websites

financial risks and higher market return.
Main driver of the disclosure was accountability.
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CHAPTER 3: CHINA AND CSER PRACTICE IN CHINA

3.1 INTRODUCTION

As corporate social and environmental reporting (CSER) issues need to be considered
within their particular socio-political and economic contexts (Belal and Momin 2009),
this chapter presents an overview of China’s socio-economic and institutional contexts
for a better understanding of CSER practice in China. Section 3.2 discusses China’s
global influence and its social and environmental issues. Section 3.3 provides an
overview of the institutional context of CSER in China. The current situation and trend
of CSER in China is then described in Section 3.4. The last section, Section 3.5, is the
summary of the chapter.

3.2 CHINA AND ITS SOCIAL AND ENVIRONMENTAL ISSUES

3.2.1 China’s global influence

China is the largest country in Asia and the third largest country in the world, covering
approximately 9.6 million square kilometres in land area and approximately 4.73
million square kilometres in water area (China National Tourism Administration 2013).
It is also the world’s most populous nation with a population of over 1.36 billion in
2013 (National Bureau of Statistics of China 2014), making up almost one-fifth of the

world’s population.

Since the Open Door policy and market reform launched at the end of 1978, China has
experienced spectacular economic growth with an average annual growth rate of
nearly 10% in gross domestic product (GDP) (National Bureau of Statistics of China
2014). According to data from the International Monetary Fund (IMF) (2014), the
country’s GDP has expanded almost 31-fold from US$309.06 billion in 1980 to
US$9,469.12 billion in 2013 (see Figure 3.1). By the end of 2010, China had officially
surpassed Japan in nominal GDP to become the world’s second-largest economy
(Central Intelligence Agency [CIA] 2013). It is predicted that China will surpass the
USA to be the world’s largest economy after 2020 and that it will contribute one-third
of the total world economic growth by 2025 (US National Intelligence Council 2012).
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Figure 3.1: China’s nominal GDP (1980-2013)

Data source: International Monetary Fund (IMF) (2014)

In the past three decades, especially since its accession to the World Trade
Organization (WTO), China has become one of the countries that receive the most
foreign direct investment (FDI). Even during the global economic recession in 2009,
approximately US$90 billion of FDI was flowing into China (Chen 2010). In 2012,
China attracted US$253 billion FDI (18% of global FDI), making it the largest
recipient country of FDI (OECD 2013). In 2013, Mainland China attracted
US$124 billion in inward FDI, while Hong Kong also received US$77 billion FDI
(UNCTAD 2014).

As the fastest-growing and second-largest economy in the world, China plays an
increasingly important and influential role in the global economy. As the most
populous nation with nearly one-fifth of humanity and as the world’s top manufacturer,
China is the world’s leading resource consumer. According to the International Energy
Agency (IEA) (2010), China, with 17% of global energy consumption, overtook the
USA as the world’s largest energy consumer in 2009. In 2000, China’s total
consumption of energy was only half that of the United States (USA). However, in the
following eight years, its demand increased more than four times (International Energy
Agency [IEA] 2010). The IEA (2010) has forecast that the future growth of China’s
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energy consumption would remain strong and China would account for 22% of the
global demand for energy in 2035.

There is no doubt that China plays an important role in the world’s development, in
terms of its vast territory, large population, increasing influence in the global economy
and huge appetite for resources. However, China’s rapid economic ascent is
accompanied by enormous negative environmental and social impacts which also

significantly affect global sustainability.

3.2.2 China’s environmental issues

To support its rapid economic expansion and industrial development, China has
maintained a high level of energy consumption, primarily from carbon-intensive fossil
fuel, which has exacerbated many environmental problems, such as climate change,
air pollution, water pollution, land erosion and solid water disposal (Guo 2011).
Industrialisation in China over the past two decades has caused massive environmental
pollution in China; China now has two-thirds of the world’s most polluted cities
(Miller and Spoolman 2008). The World Bank (2012) has estimated that the cost of
environmental degradation and resource depletion in China is as high as 10% of its
total GDP, with air pollution taking up 6.5%, water pollution 2.1% and soil
degradation 1.1%.

China’s heavy reliance on coal to fuel its rapid economic growth has caused serious
air pollution. China is the world’s largest producer and consumer of coal (US Energy
Information Administration 2014), which is the most carbon-intensive fossil fuel, and
the leading source of world energy-related carbon dioxide emissions (US Energy
Information Administration 2011). In 2011, global coal consumption accounted for 40%
of total CO emissions (PBL Netherlands Environmental Assessment Agency 2012).
Driven by robust economic growth, China’s coal consumption has increased rapidly.
During the period 20022012, China’s coal consumption increased by 2.66 billion tons,
while the coal consumption of the rest of world only increased by 0.51 billion tons (see
Figure 3.2). In 2012, China took up 49.11% of global coal consumption, which was

almost as much as the total of the rest of the world’s consumption (see Figure 3.2).
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Figure 3.2: China’s coal consumption

Data source: US Energy Information Administration (2014)

Greenhouse gas emissions account for global climate change and CO: is the primary
greenhouse gas increased by human activities (Intergovernmental Panel on Climate
Change [IPCC] 2007). In 2006, China became the world’s largest emitter of carbon
dioxide, surpassing the USA by approximately 8%, compared to being 2% less than
the USA in 2005 (PBL Netherlands Environmental Assessment Agency 2013).
According to the global CO2 emissions report of PBL Netherlands Environmental
Assessment Agency (2012), China accounted for 29% of the total global
CO2 emissions in 2011, followed by the USA, which produced 16% of the total amount.
In 2011, China’s CO2 emissions reached 9.7 billion tons (EDGAR [Emissions
Database for Global Atmospheric Research] 2012), an increase of 720 million tonnes,

or 9.3%, primarily due to higher coal consumption (IEA 2012).

The emission amount of other waste gases in China is also very high. In 2013, China
contributed 20.44 million tons of sulphur dioxide, 22.27 million tons of nitrogen
oxides and 12.78 million tons of smoke and dust (National Bureau of Statistics of
China 2014). Air pollution in many cities of China is among the worst in the world.

According to a report of the Asian Development Bank (2012), less than 1% of China’s
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500 largest cities meet the World Health Organization (WHO) air-quality guidelines

and seven out of the world’s 10 most polluted cities are in China.

The Economist (2013) reported a pollution reading taken in Beijing, the capital city of
China, on 12 January 2013: the result was 755 on the Air Quality Index, which is based
on the standards of the American Environmental Protection Agency and normally
maxes out at 500. It is deemed harmful to sensitive people when the score is above 100
and for all people when it reaches 400. The chief culprit of air pollution, PM2.5, is the
level of airborne fine particles, which are especially dangerous to the human
respiratory system. According to another reading by the American Embassy, the
PM2.5 level in Beijing was 886 micrograms per cubic metre, which is 35.44 times the
acceptable limit of the World Health Organization set at 25 micrograms per cubic
metre. The figures released by Beijing’s municipal monitoring centre also showed
PM2.5 was over 700 micrograms (The Economist 2013). However, Beijing was only
ranked the 17" most polluted city in a study on 74 cities in China conducted by the
Ministry of Environmental Protection (South China Morning Post 2013). According
to the 2010 Global Burden of Disease Report by The Lancet, air pollution caused 1.2
million premature deaths in China in 2010, up to 40% of the global total (Wong 2013).

Among other significant concerns of China are severe water shortage and pollution. In
China, over 1.36 billion people consume more than 600 billion cubic metres of water
annually, and the water demand is expected to expand to 700 billion cubic metres by
2030 (Shanghai Daily 2012). Moreover, China is listed by the United Nations (UN) as
one of the 13 countries with extreme water shortages. The per capita availability of

natural fresh water in China is only a quarter of the world average (World Bank 2013).

The water scarcity is made worse by widespread water pollution. According to a report
by China’s Ministry of Environmental Protection (MEP) (2013), in 2011, 39% of the
water from 469 monitored sections of rivers in China was unfit for human consumption,
of which 25.3% was only suitable for agricultural or industrial use and the rest, 13.7%,
was too polluted for any use. The situation among the rivers flowing into the sea is
worse, as 55.1% of the water is unfit for human consumption and 27.3% cannot be
used (MEP 2013). The dumping of wastewater is a cause of severe river pollution in
China. In 2013, China discharged as much as 69.54 billion tons of wastewater
(National Bureau of Statistics of China 2014)

74



In recent years, public concern has risen about the safety of drinking water in China.
With the development of China’s economy, a large number of heavy industrial plants
have been built along the Yangtze River and other drinking water resources, which
threaten the safety of drinking water (Shanghai Daily 2012). In addition, according to
the Ministry of Supervision, the number of water pollution accidents in China is as
high as 1,700 annually (Global Times 2012). For example, in 2007, Wuxi, a city in
Zhejiang Province, abandoned tap water for more than a week as the result of an algae
outbreak caused by industrial pollution, which affected millions of local residents
(Global Times 2012). More recently, in March 2013, over 16,000 pig carcasses were
found floating in tributaries of the Huangpu River (The New York Times 2013), which
is the drinking water resource for 2.3 million Shanghai residents.

In addition to air and water pollution, China also suffers serious soil degradation and
desertification, which not only increase the risk of flood but also threaten the food
supply. According to a three-year survey in late 2008 by the Ministry of Water
Resources, with 15,000 square kilometres of land eroded yearly, China has more than
3.5 million square kilometres of eroded land, which is almost 40% of the country’s
territory (China Daily 2008b). Moreover, China’s State Forestry Administration and
Ministry of Land and Resources have stated that nearly 20% of China’s territory is
covered by deserts and over 25% is threatened by desertification (UNCCD 2011). Over
400 million people in China are threatened or affected by soil erosion and annual

economic losses cost up to US$10 billion (The Guardian 2013).

3.2.3 China’s social issues

As with other emerging nations, China is inevitably confronted with massive social
problems (People’s Daily 2005; Bertelsmann Stiftung 2014; UNDP [United Nations
Development Programme] 2014) such as high levels of inequality, a widening wealth

gap, sweatshops, corruption and violations of human rights.

Although China has been achieving remarkable economic growth since the Open Door
economic reform policy in 1978 which has lifted over 500 million people out of
poverty (World Bank 2014a), the per capita income of the country is still very low.
According to the World Bank (2014d), in 2008, 13.1% of the population in China lived
on less than US$1.25 a day while 29.8% lived on below US$2 a day. In 2013, China’s
nominal GDP per capita was only US$6,959 (IMF 2014) and the gross national income
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per capita was only US$6,560 (World Bank 2014b). China has the second largest
number of poor people in the world: in 2012, nearly 99 million Chinese people lived
below the national poverty line of annual income of Chinese yuan (CNY) 2,300 or
US$368.6 (World Bank 2014a).

The income gap between urban and rural areas in China is large and widening. Figure
3.3 shows the rural-urban income disparities from 2001 to 2011. People from cities
and coastal areas have benefited from China’s rapid economic growth, but people in
the countryside and rural areas still live in poverty. The 2011 annual per capita net
income of people in the country’s rural areas was as low as around CNY 8895.9 or

US$1425.65, which was only 33% of the per capita income in urban areas.
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Figure 3.3: Per capita annual net income in China: urban vs. rural areas

Data source: National Bureau of Statistics of China (2014)

On the other hand, in 2013, China had as many as 2.4 million millionaire households
(in US dollar terms), which made it the country with the second largest number of
millionaires in the world (Boston Consulting Group 2014). In 2012, China’s Gini
coefficient (a gauge of income disparity in a country) reached 0.474, above the

0.4 threshold for potential social unrest often cited by analysts (BBC [British
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Broadcasting Corporation] 2013). The widening of income inequity increases tensions
between the top and bottom income groups which has the potential to result in social

unrest.

Cheap labour is always considered a great cost advantage of China’s manufacturing
industry. However, the ‘sweatshop’ issues in China are widely criticised. With its
position as the world’s largest manufacturing power, China’s industry-oriented
economy relies on a large number of people in the workforce, the majority of whom
are composed of internal migrant workers from impoverished regions moving to urban
and prosperous coastal areas. Millions of migrant workers from rural areas in China
work in manufacturing sweatshops. They work for long hours and endure poor
working conditions with very low salaries, excessive and forced overtime, and no
medical insurance or injury compensation. For example, in 2010, 18 workers at the
world’s largest contract electronics manufacturer Foxconn in China attempted suicide
which resulted in 14 deaths. According to a 17-year-old girl who attempted suicide
after her first month at Foxconn and was left paralysed from the waist down, her
working hours were almost 12 hours a day and conversation were forbidden at work
(CBS News 2013). At an interview with China Central Television, a worker said that
they usually worked 100 hours of overtime per month and were not even allowed to
talk to the people next to them at work (BBC 2010). However, the average salary for
these workers was as low as US$295 per month (BBC 2010). The average factory
wage in China in 2009 was US$1.74 per hour, which was well below many of its Asian
neighbours such as Japan (US$30.03), the Republic of Korea (US$15.06) and
Singapore ($17.54) (US Bureau of Labor Statistics 2013).

According to SynTao (2012b), a leading Chinese CSR consultancy, the top five risk
categories of social issues in China are occupational health and safety, product safety,

labour conditions, business ethics, and corruption and fraud:

e Occupational health and safety accounts for most corporate accidents in China,
which was caused by the unsafe working conditions of China’s key industry
sectors such as manufacturing and mining. There are a large number of

regulations on workplace safety but enforcement is weak and not standardised.

e Product safety, especially food safety issues, has been a growing public

concern in recent years. There are an increasing number of food safety
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incidents such as misuse of non-food-grade chemicals as ingredients, illegal
food additives, excess pesticides and fertilisers, and misleading labelling due
to the lack of an efficient regulatory network and supervision.

o Labour conditions are another social concern that has attracted significant
media attention. When issues occur such as salary disputes, overtime and child
labour, there is no independent trade union that can represent workers for
collective bargaining. The only legal workers” union in China is the All-China
Federation of Trade Unions (ACFTU), the sole national trade union federation
of China, which is financially dependent on corporations. Therefore, workers,
especially domestic migrants, are disadvantaged in China.

o Lastly, business ethics and corruption and fraud are considered to be an urgent
government issue. China is facing a significant challenge in countering
corruption, financial fraud, bribery and misuse of company funds which have

a large negative impact on product safety, public welfare and security.

3.3 INSTITUTIONAL CONTEXT IN CHINA

After the Open Door economic reform policy in 1978, the Chinese government made
economic growth the uppermost priority for decades until, in the most recent decade,
it has acknowledged the social conflicts and environmental deterioration that has
accompanied China’s unconfined rapid economic development (World Bank 2014d).
The focus of the official government agenda has shifted from economic growth to
promoting scientific development and building a harmonious society (Yin and Zhang
2012). In addition, the government has actively promoted the concepts of CSR and
sustainability development (Moon and Shen 2010) which largely benefit the
development of CSER in China.

In 2003, former Chinese president Hu Jintao, on behalf of the Communist Party of
China (CPC)’s Central Committee, proposed the Scientific Outlook on Development
ideology in response to the rapid economic growth and a series of environmental and
social problems such as excessive consumption of resources, serious environmental
pollution and a widening wealth gap (Xinhua News 2012). The Scientific Outlook on
Development has “putting people first” as its core and sustainability development as

its basic requirement (Xinhua News 2007). The Scientific Outlook on Development

78



was added to the Party Constitution at the 17" CPC National Congress in 2007 and
was addressed as theoretical guidance ofthe CPC at the Party’s 18" National Congress
in 2012 (Xinhua News 2012).

“Building a socialist harmonious society” was first launched at the Fourth Plenary
Session of the 16™ CPC Central Committee in 2004 and was emphasised by former
Chinese president Hu Jintao at a high-level Party seminar in 2005. At the seminar, Hu
instructed the country’s leading officials and Party cadres to place building a
harmonious society at the top of their work agenda and, in particular, to strengthen
environmental protection, maintain social equity and justice, develop socialist
democracy, and strengthen ideological and ethical build-up, etc. (Xinhua News 2005).

Hu interpreted a harmonious society as a society characterised by

democracy, the rule of law, equity, justice, sincerity, amity and vitality. It gives full
scope to people’s talents and creativity, enables all the people to share the social
wealth brought by reform and development, and forges a still closer relationship

between the people and their government. (Xinhua News 2005)

In 2006, the Sixth Plenary Session of the 16th CPC Central Committee approved the
Decision of the CPC Central Committee on Certain Major Issues in the Building of a
Harmonious Socialist Society, in which it specified the need to strengthen the social
responsibility of citizens, companies, organisations and the media, and also the
responsibility of enterprises and the whole society to save resources and protect the
environment (Xinhua News 2006). In 2007, the concept of a harmonious society was
amplified at the 17" CPC National Congress: Sustainable development was advocated
to balance the interests of different sectors; while maintaining sustainable and rapid
economic growth, China also needed to strengthen environmental protection, energy
conservation and morality education (China Daily 2007). The goal of building a
harmonious society was perceived as “a departure from an economic growth at all
costs model to one in which economic growth is balanced against the urgent need to
tackle pressing societal and environmental problems existing in China” (See 2009, 1).
It was believed that the ‘harmonious society’ policy would lead to increased CSR

engagement in China (See 2009).

In addition, China’s top leaders in their public speeches have emphasised the

responsibilities of corporates to Chinese society. On 21 November 2008, at the Asia-

79



Pacific Economic Cooperation (APEC) CEO Summit, former Chinese president Hu
Jintao asserted that enterprises should integrate social responsibility into their business
strategy, and abide by the laws of the countries where they operate and by international
business practices in order to achieve social results when pursuing economic returns.
He also remarked that “[t]he governments should step up guidance and supervision
and create a good environment for enterprises to fulfil their social responsibility
through drawing up and improving laws” (Ministry of Foreign Affairs of PRC 2008).
On 2 February 2009, at the University of Cambridge, former premier Wen Jiabao
delivered a speech in which he addressed the importance of ensuring social equity and
justice while promoting economic growth and pursuing sustainable development as
well as accepting international responsibilities. He also called on all enterprises to take
up their social responsibilities and to consider morality issues in their business

practices (Xinhua News 2009).

The most recent national development program also emphasises environment
protection and social equity promotion. On 14 March 2011, China’s top legislature,
the National People’s Congress, ratified China’s 12th Five-Year Plan, which is the
plan for China’s national economic and social development from 2011-2015 (KPMG
2011). During the five years, China aims to increase the forest coverage rate to 21.66%
and forest stock by 600 million cubic metres; reduce water consumption per unit of
value-added industrial output by 30%; reduce energy intensity by cutting 16% energy
consumption per unit of GDP; reduce carbon dioxide emission by 17% per unit of
GDP; reduce fossil energy consumption; and promote low-carbon energy sources by
raising non-fossil fuel to 11.4% of primary energy consumption (Xinhua News 2011).
In addition, goals were set in the plan to improve social equality and reduce the wealth
gap, such as covering all rural residents with pension schemes, constructing and
renovating 36 million apartments for low-income families and increasing the

minimum wage on average by at least 13% yearly (Xinhua News 2011).

Moreover, in 2012, the Chinese government officially published the People’s Republic
of China (PRC) National Report on Sustainable Development before the United
Nations Conference on Sustainable Development (UNCSD). On 12 November 2014,
China and the USA released the US—China Joint Announcement on Climate Change

which stated that China aims that its peak CO2 emission should occur by 2030 and for
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an increase to 20% in the share of non-fossil fuels in primary energy consumption also
by 2030 (China Daily 2014).

In addition to the government’s official endorsement of sustainability development
and CSR in China, government agencies, stock exchange regulators and some
industrial associations have played important roles in promoting CSR practice and
reporting. The Company Law of the People’s Republic of China effective from 2006
explicitly stipulates that companies should bear social responsibility. Article 5 states:

When conducting business operations, a company shall comply with the laws and
administrative regulations, social morality, and business morality. It shall act in good
faith, accept the supervision of the government and general public, and bear social
responsibilities. (LawInfoChina 2005)

On 8 October 2007, to carry out the requirements of the State Council on saving energy
and reducing emissions, the Ministry of Commerce (MOC) and the State
Environmental Protection Administration (SEPA) jointly issued the Circular on
Strengthening Supervision over Export Enterprises’ Compliance with Environmental
Protection Laws and Regulations which aims to improve export enterprises’
awareness and to strengthen environmental protection levels (Ministry of Commerce
[MOC] [China] 2007). In September 2008, the MOC issued the Guidelines on
Corporate Social Responsibility Compliance by Foreign Invested Enterprises to

encourage foreign companies to take their CSR seriously (Xinhua News 2008).

On 4 January 2008, to implement the spirit of the 17" CPC National Congress, the
State-owned Assets Supervision and Administration Commission of the State Council
(SASAC) issued the Guidelines to State-owned Enterprises Directly under the Central
Government on Fulfilling Corporate Social Responsibilities. The guidelines aim to
urge central government-owned enterprises (CGESs), to fulfil their corporate social
responsibilities and value the sustainable development of enterprises, society and the

environment. As stated in Article 18, one of the main measures to fulfil CSR is:

Building the CSR information releasing system. Enterprises having experience in CSR
work should establish an information releasing mechanism, providing update and
regular information about CSR performance and sustainable development, plans and
measures in carrying out CSR. Meanwhile, a regular communication and dialogue

mechanism concerning CSR should be established, so that the enterprise can have
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feedback from its stakeholders and give its response quickly. All the information and
feedback should be publicized to receive supervision from stakeholders and society.
(SASAC [State-owned Assets Supervision and Administration Commission of the
State Council] 2008)

After the release of the SASAC guidelines, in 2008, 20 of the 150 CGEs at that time
released their first CSR reports (SynTao 2008). In November 2009, the SASAC made
another announcement at a working conference of CGEs on CSR, underlining the need
for CGEs to focus on special areas such as “improving the social responsibility
management system”, “establishing and improving the social responsibility reporting
system” and “strengthen[ing] information disclosure and responsible communication”
(SynTao 2009, 5). At another conference of CGEs on CSR in November 2011, the
SASAC further announced the stipulation that all CGEs should release their CSR
reports by 2012 (SynTao 2012a). All 116 CGEs at that time actively answered the call
and, by the end of 2012, all had released CSR reports (Xinhua News 2013).

The China Securities Regulatory Commission (CSRC) has also undertaken initiatives
to encourage listed companies in taking up social responsibilities and engaging in
CSER. In 2001, together with the State Economic and Trade Commission (SETC),

CSRC issued the Code of Corporate Governance for Listed Companies in China.

Article 86 of the code requires companies to pay attention to environmental protection

and social responsibilities. It states:

While maintaining the listed company’s development and maximizing the benefits of
shareholders, the company shall be concerned with the welfare, environmental
protection and public interests of the community in which it resides, and shall pay

attention to the company’s social responsibilities. (CSRC and SETC 2001)

Article 88 of the code requires companies to disclose information relevant to

stakeholders. It states:

In addition to disclosing mandatory information, a company shall also voluntarily and
timely disclose all other information that may have a material effect on the decisions
of shareholders and stakeholders. (CSRC and SETC 2001)

However, this code does not offer any guidelines on how to disclose this information

or details of what information to release.
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Although stock exchanges are not government bodies, they still have a large influence
over listed companies by shaping policies. The two stock exchanges in Mainland
China are the Shenzhen Stock Exchange (SZSE) and the Shanghai Stock Exchange
(SSE). Companies in China can only be listed on one of these two stock exchanges.
Companies listed on the SSE are mostly large-sized, while smaller-sized companies
are usually listed on the SZSE. By the end of 2014, 1,618 were companies listed on
the SZSE (SZSE 2014) and 995 companies were listed on the SSE (SSE 2014a).

In September 2006, the SZSE released Social responsibility guidelines for listed
companies, which is formulated based on the Company Law and the Securities Law
with the aim being to promote CSR. Article 35 of the guidelines advocates that
companies engage in regular CSER:

The Exchange advocates that companies should establish the social responsibility
mechanism as required by these instructions and work out social responsibility reports

on a regular basis based on their review and evaluation of the status quo. (SZSE 2006)

At the end of 2008, the SZSE announced a Notice of Doing a Better Job for Disclosing
2008 Annual Reports. Article 11 of the notification requires the 100 companies in the
SZSE 100 Index to issue annual CSR reports from 2009, following the Social
responsibility guidelines for listed companies. In addition, it encourages other
companies to release CSR reports annually and states that: “CSR reports shall be
subject to consideration by the Board of Directors, and released in the form of stand-
alone reports at the designated website” (SZSE 2008).

In May 2008, the SSE, the other stock exchange in Mainland China, issued a Notice of
Improving Listed Companies’ Assumption of Social Responsibilities and the SSE
Guidelines on Environmental Information Disclosure by Listed Companies to enhance
CSR awareness of listed companies and encourage them to publish CSR reports (SSE
2008b).

On 31 December 2008, the SSE also issued the Notice of Doing a Better Job for
Disclosing 2008 Annual Reports. Article 10 of the notice requires three categories of
listed companies to publish their CSR reports from 2009 and also encourages other

companies to do so. It states:
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SSE-listed companies in the SSE Corporate Governance Sector, those who issue
foreign capital stock listed abroad and financial companies should disclose the reports
on the fulfilment of social responsibilities (hereinafter referred to as social
responsibility reports) together with the annual reports of 2008. Other qualified listed
companies are encouraged to do so (SSE 2008a).

On 11 May 2009, the SSE also held a seminar on listed companies’ social
responsibilities, which aimed to guide listed companies to proactively undertake their
CSR and encouraged more companies to voluntarily disclose CSR information (SSE
2009a).

On 5 August 2009, the SSE and China Securities Index Co Ltd (CSI) launched the SSE
Social Responsibility Index which comprised 100 SSE-listed companies with good
CSR performance. The purpose of the index was to encourage CSR practices among
listed companies, provide a benchmark for investors and promote the concept of
socially responsible investment (SSE 2009b).

According to statistics from the SSE, in 2009, 290 of the total 870 SSE-listed
companies issued CSR reports (SSE 2012, 2009a). Included in the 290 reporting
companies were 282 companies that released the reports for the first time and

32 companies that released the reports voluntarily (SSE 2009a).

In Hong Kong, Hang Seng Indexes Company Limited launched the Hang Seng
Corporate Sustainability Index Series in July 2010. The indexes included Hong Kong
listed companies as well as Mainland listed companies that had a high standard of
performance in environmental, social and corporate governance aspects (Hang Seng
Indexes 2010).

In 2012, the Hong Kong Stock Exchange (HKEX) released an Environmental, Social
and Governance (ESG) Reporting Guide to listed companies and planned to raise the
obligation level of recommended disclosures to “comply or explain” by 2015 (HKEx
2012a). To help companies prepare for the requirement, in 2013, the HKEX also
provided training on the ESG Reporting Guide to companies (HKEx 2013b).

At an industry level, some associations have also engaged in promoting CSER. In 2008,
the China Apparel and Textile Association released the China Sustainability Reporting

Guidelines for Apparel and Textile Enterprises and its first Report on Social
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Responsibility of the Chinese Apparel and Textile Industry (Zhong, Zhang and Zhai
2011). The China Banking Association released the Guidelines on the Corporate
Social Responsibility of Banking Institutions of China in January 2009 and its first
Report on Social Responsibility of the Chinese Banking Industry four months later
(Zhong, Zhang and Zhai 2011). Furthermore, other associations in industries such as
real estate, automobile, medical care and health, direct sales and sporting goods have
also released CSR reports for their industries or relevant research reports (Zhong,
Zhang and Zhai 2011).

In 2008, 11 national industrial federations and associations, including the China
Federation of Industrial Economics (CFIE), and federations and associations in iron,
steel, oil, chemicals, light industry, textiles, building materials, non-ferrous metals,
electric power and mining industries released their guidelines for CSR, thus requiring
all industrial companies and industrial federations of China to establish a CSR system
and release their CSR reports regularly (China Daily 2008a).

Although CSER has been mainly on a voluntary basis in China in the absence of strong
enforcement of codes and guidelines, the current institutional environment in China
has provided good opportunities for the development of CSR and CSER. (See Table
3.1 for a summary of the institutional influences mentioned in this section.) China’s
economy is policy-driven, as is its CSER; policies and regulation initiatives are
perceived to be the strongest drivers of CSER (KPMG, GRI and UNEP 2013). The
government has focused on building a harmonious society and sustainability
development as central issues and has set the tone for promoting CSR. Regulatory
bodies and industrial associations have echoed the vision of the government. In recent
years, companies in China, especially SOEs and listed companies, are under increasing
regulatory pressure to accept their social responsibilities and disclose their social and

environmental impacts to the public.

3.4 CSER PRACTICE IN CHINA

Although the current institutional environment in China is in favour of CSER, CSER
in China is at a very preliminary stage (Noronha et al. 2013). CSR reports and annual
reports are two common media used by companies to disclose their corporate social
and environmental information. The CSR report is regarded as a much more valuable

source of CSER than annual reports according to Frost et al.’s (2005) study in Australia
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and Lu and Abeysekera’s (2014) study in China. This is due to the fact that the CSR
reports and annual reports are directed to different user groups: the purpose of annual
reports is to provide information to shareholders on companies’ economic
performance, while CSR reports are prepared to disclose companies’ social and
environmental information to stakeholders (Lu and Abeysekera 2014). In China, there
are no specific requirements for companies to release social and environmental
information in annual reports. Stand-alone CSR reports are currently the dominant
medium of CSER in China.

As mentioned in Chapter 1, CSER has various names. In China, CSR report is the
prevalent name: in 2014, 96% of the reports that provided corporate social and
environmental performance-related information were CSR reports (China WTO
Tribune 2014).

3.4.1 The increasing number of CSR reports in China

In 1999, Shell China issued the first stand-alone sustainability report in China, which
was followed two years later by a report by Petro China. Until 2005, only nine
companies in China had released their CSR reports. However, there has been a massive
increase in CSR reports since 2009 (see Figure 3.4). According to the China WTO
Tribune (2013, 2014), 2,240 CSR reports were released in the first 10 months of 2014
in China, up from 1,525 reports in the same period of 2013. The latest KPMG survey
of corporate responsibility reporting (2013) showed that 75% of the top 100 companies
in China published CSR reports in 2013, indicating an increase of 16% from 2011. In
that survey, China was ranked fifth of 11 countries surveyed in the Asia Pacific region

in terms of corporate responsibility reporting rates (KPMG 2013).
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Figure 3.4: Growth in number of CSR reports in China

Note: *Only includes CSR reports issued from January—October 2014

Data sources: SynTao (2013, 6), China WTO Tribune (2014)

The reasons for the rapid growth in the number of CSR reports since 2006 are complex.
However, it is obvious that the influence of the government, stock exchanges and stock
exchange regulators provides an important impetus in promoting CSER in China
(SynTao 2009). As mentioned in the preceding section, since 2005, the Chinese
government has paid increasing attention to the social and environmental problems
accompanying rapid economic development. Aligned with the spirit of the central
government, government bodies, stock exchange regulators and industry associations
have largely promoted the concepts of a harmonious society, sustainable development
and CSR. In particular, the release of guidelines in 2008 by the SASAC, the SSE and
the SZSE, requiring certain categories of companies to publish CSR reports, has

accounted, to a great extent, for the remarkable increase of CSR reports since then.

3.4.2 Distribution of reporting companies

The majority of CSR reports issued in China were by companies. In 2012, 87.74% of
CSR reports were issued by companies, while the rest were issued by other
organisations (SynTao 2013). In the first 10 months of 2013, 91.6% of the CSR reports
were issued by companies, while 8.4% were issued by other organisations (China
WTO Tribune 2013).
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Among different types of reporting companies, state-owned enterprises (SOES)
(including CGEs and non-CGEs) comprised a majority of the CSR reporters (see
Figure 3.5). After the SASAC launched specific reporting guidelines in 2008, of the
533 CSR reports released in 2009, 352 reports were released by SOEs (including CGEs
and non-CGEs) (SynTao 2012a), which comprised 66% of the total. In 2012, the
number of CSR reports issued by SOEs increased to 956, which accounted for 56% of
the total reports issued in that year (SynTao 2013). The reason for the drop in
percentage of reports from SOEs was that reports by reporting companies of the other
two types of ownership increased rapidly.

As Figure 3.5 shows, from 2008-2012, the number of foreign companies publishing
CSR reports increased tenfold, while the number of CSR reports issued by private
companies also increased by 93.8% from 2008-2011, although there was no direct

policy or guideline requiring them to publish CSR reports.
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Figure 3.5: Composition of reporting companies in China (2008-2012)

Data source: (SynTao 2012a, 2013)

Meanwhile, the number of CSR reports issued by listed companies in China grew
dramatically after the SSE and the SZSE announced reporting requirements for some
categories of listed companies at the end of 2008 (see Figure 3.6). In 2009, the CSR

reports published by listed companies accounted for over 78% of the total number of
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CSR reports in China (SynTao 2009). In 2012, 378 of the 954 (39.6%) companies
listed on the SSE; 257 of the 1,540 (16.7%) companies listed on the SZSE; and
26 (1.7%) of 1,547 companies listed on the HKEXx issued their CSR reports (SynTao
2013; SSE 2014b; SZSE 2014; HKEx 2012b). In the first eight months of 2013,
392 companies listed on the SSE; 277 companies listed on the SZSE; and
17 companies listed on the HKEX published their CSR reports (SynTao 2013). By the
end of 2013, 953 companies were listed on the SSE (SSE 2014b); 1,536 companies
were listed on the SZSE (SZSE 2013); and 1,643 companies were listed on the HKEX
(HKEx 2013a). Companies listed on the SSE had the highest reporting rate, followed
by companies listed on the SZSE, while companies listed on the HKEX largely lagged
behind them probably because, to date, companies listed on the HKEx have no

reporting requirements.
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Figure 3.6: Number of CSR reports issued by listed companies in China

Note: *From January—August 2013

Data source: SynTao (2013)

As for the industry distribution of companies publishing CSR reports, in 2012,
companies in the finance sector issued most CSR reports, followed by companies in
the manufacturing sector, as seen in Figure 3.7 which presents the number of CSR

reports published by companies in a total of 29 industries.
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Figure 3.7: Industry distribution of companies publishing CSR reports in China (2012)

Data source: SynTao (2013)

3.4.3 Content of CSR reports in China

Despite the rapid growth in the quantity of stand-alone reports, CSER in China is still
at a preliminary stage and is predominantly voluntary. In most cases, it is up to
companies to decide whether or not to engage in CSER. Even though some categories
of companies (i.e. CGEs, companies in the SZSE 100 Index and three categories of
companies listed on the SSE) are subject to requirements to issue CSR reports, there
is always “room within the confines of ‘mandatory’ [requirements] for selective and
subjective disclosure” (Buhr 2007, 66), especially in China with the absence of both

available standardised reporting frameworks and sufficient supervision.

There is no standardised CSER framework in China. Various organisations have

formulated a series of CSER guidelines and standards to guide Chinese companies (see
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Table 3.2). With the exception of some categories of companies subject to certain
requirements, these guidelines are all on a voluntary basis. Therefore, most companies
have freedom to choose which guidelines to follow or whether or not to adopt any
guideline.

According to research by the China WTO Tribune (2012, 2013) on CSR reports
released in China during the first 10 months of 2012 and 2013, the percentage of
reports following certain guideline(s) rose from to 68.2% to 71.9%. Among the various
CSER guidelines adopted by companies, the international reporting framework GRI
G3 was the most popular guideline in 2012, while the SASAC guideline was most
widely adopted in 2013. In addition, various other guidelines were also applied by
reporting companies (see Figure 3.8). With the exception of GRI G3, most other
guidelines only offered a general idea without any clear reporting framework or
specific indicators. Therefore, even if companies followed certain guideline(s), they
still had considerable freedom to choose what and how much information to disclose.
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Note: CASS-CSR=Chinese Academy of Social Sciences-Corporate Social Responsibility

Source: China WTO Tribune (2012, 2013)

The number of pages of CSR reports has increased in recent years (see Figure 3.9). In
2010, nearly half of the CSR reports were less than 10 pages and only 16% of the
reports were over 50 pages. Among the CSR reports released in the first 10 months of

2013, nearly half of the CSR reports produced were still less than 30 pages.
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Data source: China WTO Tribune (2012, 2013)

Although companies’ CSR reports now include more pages, their many problems
include the lack of balanced and fair information (i.e. lack of negative news), lack of
quantitative information and lack of standardised indicators which largely impair their
completeness, comparability and credibility (SynTao 2012b; China WTO Tribune
2013). Most CSR reports in China are not audited by independent parties. According
to statistics from SynTao (2013), only 3% of all CSR reports published in 2012 were
audited, and among CSR reports published in the first eight months of 2013, only 4.6%
were audited (SynTao 2013).

The China WTO Tribune (2013) assessed 1,241 CSR reports issued in the first
10 months of 2013 in terms of six indicators, namely, completeness, reliability,
readability, performance comparability, innovativeness and materiality. It concluded
that 73.2% of the reports were still at an early to developing stage in terms of quality.
It pointed out that the reports included sufficient qualitative description but deficient
quantitative data; only 17.1% of the reports disclosed negative news; the credibility of
the reports had dropped since 2011; and the report quality of SOEs was markedly

superior to the general level in terms of all six aspects.

93



Using the key quantitative indicator system that it had built, SynTao (2013) assessed
the material and quantitative information disclosure level of CSR reports issued by
listed companies in China from 2011-2013. It remarked that although the CSR reports
in general lacked quantitative information, there was a small increase in disclosure
level on quantitative indicators, from 10.3% of key indicators disclosed in 2011 to 15.9%
in 2013. The HKEXx-listed companies were found to have disclosed more quantitative
indicators in every year, followed by the SSE-listed companies and then the SZSE-
listed companies. In 2013, the HKEx-listed companies, the SSE-listed companies and
the SZSE-listed companies disclosed, on average, 31.9%, 17.2% and 16.2% of the key
quantitative indicators, respectively (SynTao 2013).

KPMG’s (2013) survey on the corporate responsibility reporting of G250 companies
(the world’s largest 250 companies) also suggested that the quality of Chinese
companies’ CSR reports largely lagged behind global standards: CSR reports of
Chinese G250 companies received an average score of 39% which was 20% lower
than the global average of 59%. KPMG (2013) remarked that some Chinese companies
tended to discuss their broad ambitions and values but lacked details about actual
actions or outcomes. It also pointed out the great disparities of the quality of CSR

reports in China.

3.5 SUMMARY

Since the Open Door economic reform policy in 1978, and especially after its
accession to the WTO, China has achieved rapid economic development and
continuous prosperity over the last three decades. Being the most populous country
worldwide, the second-largest and fastest-growing economy, the leading resource
consumer, the world’s top manufacturer and the largest carbon dioxide emitter, China
plays an important and influential role in the global economy and has a significant role
in global sustainability. However, with rapid economic growth, China faces with
massive environmental problems such as climate change, high energy consumption,
high pollution and ecological destruction as well as social issues such as inequality, a
widening wealth gap, sweatshops and corruption. Media exposure of a series of
negative issues such as food safety, and air and water pollution in China has sparked

widespread concern in public.
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The Chinese government has realised that it is confronted by the significant challenge
of how it can transform from the explosive economic growth in the past three decades
to a sustainable growth in future. Therefore, it has been largely promoting the concepts
of building a harmonious society and sustainable development. Companies in China
are expected to take more initiatives in relation to CSR practices, with this expectation
aligning with national sustainability development objectives. In addition, in response
to the call of the government, CSR and CSER have also been actively promoted by
regulatory bodies and industrial associations.

Since the SASAC, the SSE and the SZSE released reporting requirements for certain
categories of companies in 2008, the number of CSR reports published by companies
in China has been increasing remarkably. However, CSER in China is still at an early
stage, which was reflected in both the low quantity and quality of CSR reports. Most
companies in China have the freedom to choose whether or not to engage in CSER as
it is mainly on a voluntary basis. In addition, in the absence of standardised reporting
frameworks, unified indicators and sufficient supervision, reporting companies have
significant freedom to selectively disclose their CSR information which results in the
lack of both negative news disclosure and quantitative information. Despite the rapid
growth in the number of CSR reports in China, the quality of these CSR reports in
general is perceived to be relatively low (SynTao 2012b; China WTO Tribune 2013).

China is the largest emerging nation in the world; however, among the leading
emerging economies in BRIC (i.e. Brazil, Russia, India and China), it is also regarded
as the least communicative member on social and environmental information (Alon et
al. 2010). Chinese culture is characterised by collectivism, femininity and high power
distance (Zhong, Sun and Zhou 2011). With this cultural background, China’s
accounting and disclosure practice is characterised as supporting statutory control and
secrecy in disclosure (Chow, Chau and Gray 1995). These characteristics of Chinese
culture support the fact that companies have started to engage in CSER once they were
subject to mandatory requirements: without regulations, most companies lacked the
initiative to adopt CSER with most reporting companies failing to release sufficient
CSR information. However, this is simply external speculation based on facts which

can only partly explain the CSER phenomenon in China. It is more important to
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understand the enablers and barriers of CSER adoption directly from companies’

perspectives which can be achieved by interviewing their senior managers.
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Table 3.1: Positive institutional influences on the development of CSR and CSER in China

Government Official
Endorsement

Government Regulatory
Bodies

Stock Exchanges

Industry Associations

Promoting sustainability
development and building a
harmonious society have
been put on the top of the
official agenda of the
Chinese government in
recent decades.

Article 5 of the Company Law of
the People’s Republic of China
effective from 2006 explicitly
stipulates that companies should
bear social responsibility.

The SZSE released the Social
responsibility guidelines for listed
companies in 2006: Article 35 of the
guidelines encourage CSER.

The SZSE released the Notice of Doing
a Better Job for Disclosing 2008 Annual
Reports in 2008: Article 11 of the
notification requires the 100
companies in the SZSE 100 Index to
issue annual CSR reports from 2009.

The China Apparel and Textile
Association released the China
Sustainability Reporting
Guidelines for Apparel and
Textile Enterprises and its first
Report on Social Responsibility of
the Chinese Apparel and Textile
Industry in 2008.

Environment protection and
social equity promotion are
emphasised in the national
development program
China’s 12th Five-Year Plan
(2011-2015).

In 2007, the MOC and the SEPA
jointly issued the Circular on
strengthening supervision over
export enterprises’ compliance
with environmental protection
laws and regulations.

In 2008, the MOC issued
Guidelines on Corporate Social

Responsibility Compliance by
Foreign Invested Enterprises.

The SSE issued the Notice of Improving
Listed Companies’ Assumption of Social
Responsibilities and the SSE Guideline
on Environmental Information
Disclosure by Listed Companies in
2008.

The SSE issued the Notice of Doing a
Better Job for Disclosing 2008 Annual
Reports in 2008; Article 10 requires
SSE-listed companies in the SSE
Corporate Governance Sector, those
who issue foreign capital stock listed
abroad and financial companies to
publish CSR reports from 2009.

The China Banking Association
released the Guidelines on the
Corporate Social Responsibility
of Banking Institutions of China
and its first Report on social
responsibility of the Chinese
banking industry in 20009.
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The Chinese government
officially published the
People’s Republic of China
National Report on
Sustainable Development in
2012.

The SASAC issued the Guidelines
to State-owned Enterprises
Directly under the Central
Government on Fulfilling
Corporate Social Responsibilities
in 2008, further announcing the
stipulation that all CGEs should
release their CSR reports by
2012.

The SSE and the CSI launched the SSE
Social Responsibility Index in 2009 to
encourage the CSR practice of listed
companies.

Eleven (11) national industrial
federations and associations,
including the China Federation of
Industrial Economics (CFIE), and
federations and associations in
iron, steel, oil, chemicals, light
industry, textiles, building
materials, non-ferrous metals,
electric power and mining
industries released the guidelines
for CSR, requiring all industrial
companies and industrial
federations of China to release
their CSR reports reqularly.

China announced that it
would strive for_peak CO,
emission by 2030 in the US-
China Joint Announcement
on Climate Change released
in 2014.

Articles 86 and 88 of the Code of
Corporate Governance for Listed
Companies in China issued by the
CSRC and the SETC stipulate that
companies should bear social
responsibility and disclose all
information that is material to
stakeholders.

The Hong Kong Stock Exchange
(HKEX) published an Environmental
Social and Governance (ESG) Reporting

Guide in 2012 and planned to have all
listed companies “comply or explain” by
2015.
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Table 3.2: Most adopted CSER guidelines in China

Region Launch Date Organisation Launching the Guidelines Name of Guidelines
The State-owned Assets Supervision and The Guidelines to State-owned Enterprises Directly
January 2008 Administration Commission of the State under the Central Government on Fulfilling
Council (SASAC) Corporate Social Responsibilities
The Guideline of Shanghai Stock Exchange for
Environmental Information Disclosure of Listed
14 May 2008 The Shanghai Stock Exchange (SSE) Companies
The Guideline for the Preparation of the Report on
Performance of Corporate Social Responsibility
Domestic 25 September 2006 The Shenzhen Stock Exchange (SZSE) The Social Responsibility Guidelines for Listed
Companies
The Corporate Social Responsibility (CSR) The Guidelines on Corporate Social Responsibility
Research Center of Economics Division of the | Reporting for Chinese Enterprises (CASS—CSR
Chinese Academy of Social Sciences (CASS) 1.0/2.0)
. . i The Guidelines on the Corporate Social
12 October 2009 The China Banking Association Responsibility of Banking Institutions of China
26 May 2011 The China Federation of Industrial Economics | The Guideline on Social Responsibility for Industrial

(CFIE)

Enterprises

International

October 2006/23 March
2011/24 May 2013

The Global Reporting Initiative (GRI)

GRI G3.0/GRI G3.1/GRI G4

The International Organization for

1 November 2010 Standardization (ISO) 1ISO 26000
24 October 2008 AccountAbility AA1000 (2008)
24 June 2004 The United Nations Global Compact The Ten Principles
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CHAPTER 4: RESEARCH METHODOLOGY

4.1 INTRODUCTION

This chapter elaborates the research methodology used to explore the phenomenon of
corporate social and environmental reporting (CSER) in China and its complexity.
While CSER studies in China have been dominated by the quantitative research
method, this engagement-based study employs a qualitative approach directly
involving senior managers of companies in China. Instead of achieving generalised
findings across different cultural and social contexts by an ‘etic’ approach, it seeks to
gain an ‘emic’ (Pike 1967; Brislin 1976) understanding of the enabling motivations
(RO.1) and impediments (RO.2) of CSER adoption in China from a managerial
perspective. This emic understanding is considered together with publicly available
information and the relevant literature to refine effective enablers that are most likely
to encourage the advancement of CSER in China (RO.3). To allow the participants’
views to emerge, an inquiry paradigm utilising constructivist ontology, interpretivist

epistemology and qualitative methodology is chosen.

This chapter comprises ten sections. After the introduction, Section 4.2 presents the
research paradigm and the justification for selecting the qualitative research method.
Section 4.3 introduces the theoretical approach while Section 4.4 provides an overview
of the research design. Section 4.5 then presents the processes used for sampling and
data collection. Section 4.6 describes the approach taken in managing and analysing
the data, followed by discussion of the limitations of the study in Section 4.7 and of
the rigour in qualitative research in Section 4.8. Section 4.9 presents the ethical issues

while the final section, Section 4.10, is a summary of this chapter.

4.2 RESEARCH PARADIGM

A paradigm is a world view comprising a set of basic beliefs or underlying assumptions
about “the nature of the world, the individual’s place in it, and the range of possible
relationships to that world and its parts” (Guba and Lincoln 1994, 107) within which
research and development in a field of inquiry takes place (Kuhn 1970). Every stage
of research includes assumptions that shape the understanding of the research
questions, research method and interpretation of the research findings (Saunders,

Lewis and Thornhill 2012). A paradigm guides the actions of the researcher and the
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disciplined inquiry (Guba 1990). It presents “a cluster of beliefs and dictates which for
scientists in a particular discipline influence what should be studied, how research
should be done, how results should be interpreted and so on” (Bryman 1988, 4).

A paradigm consists of premises about ontology (the nature of ‘reality’), epistemology
(the nature of the relationship between the inquirer and the knowable) and
methodology (the process of inquiry) (Guba 1990). Guba and Lincoln (2005) described
five basic beliefs of alternative paradigms, namely, positivism, post-positivism, critical
theory, constructivism and participatory action research. Table 4.1 summarises the

assumptions within each paradigm.

The objectives of this study are to explore the enablers of and barriers to CSER
adoption in China from a managerial perspective and to refine the more effective ways
to advance CSER in China (see Chapter 1, Section 1.3). This study seeks to explore
senior managers’ subjective perceptions of the CSER phenomenon in China. It
requires an understanding of the normative assumptions underpinning CSER in China
through the eyes of the participants. To achieve this, it is appropriate to follow a
constructivist paradigm, which involves multiple subjective world views where

participants themselves provide meanings (Creswell 2013a).
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Table 4.1: Basic beliefs of alternative paradigms

Participatory Action

but apprehendible

probabilistically apprehendible

ethics and gender values;
crystallised over time

co-constructed realities

Issue Positivism Post-positivism Critical theory et al. Constructivism
Research
Historical realism: virtual
) ) Critical realism: ‘real’ reality but | reality shaped by social, o . Participative reality: subjective-
Naive realism: ‘real’ reality . » . Relativism: local and specific Lo . .
Ontology only imperfectly and political, cultural, economic, objective reality, co-creative by the

mind and a given cosmos

Epistemology

Dualist/objectivist; findings
true

Modified dualist/objectivist

Critical tradition/community;
findings probably true

Transactional/subjectivist;
value-mediated findings

Transactional/subjectivist; co-
created findings

Critical subjectivity in
participatory transaction with the
cosmos; extended epistemology of
experiential, propositional and
practical knowing; co-created
findings

Methodology

Experimental/manipulative;
verification of hypotheses;
chiefly quantitative methods

Modified experimental/
manipulative; critical multiplism;
falsification of hypotheses; may
include qualitative methods

Dialogic/dialectical

Hermeneutical/dialectical

Political participation in
collaborative action inquiry;
primacy of the practical; use of
language grounded in shared
experiential context

Nature of
knowledge

Verified hypotheses
established as facts of laws

Non-falsified hypotheses that are
probably facts of laws

Structural/historical insights

Individual and collective
reconstructions sometimes
coalescing around consensus

Extended epistemology: primacy
of practical knowing; critical
subjectivity; living knowledge

Source: Guba and Lincoln (2005, 195-196)
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Constructivism assumes the relativism of multiple social realities, recognises the co-

creation of knowledge and understanding by the investigators and participants, and

aims to distil a consensus construction that is interpreted, compared and contrasted

through dialectical interchange (Guba and Lincoln 2005, 1994). Correspondingly,

interpretivist epistemology and qualitative methodology are adopted in this study.

Table 4.2 provides a sketch of the research paradigm adopted in this study.

Table 4.2: Research paradigm

Premises Perspectives Assumptions
Realities are subjective and multiple. They
. are constructed by the participants in this
Ontology Constructivist y™mep P

study and must be interpreted and
understood.

Epistemology

Interpretivist

The researcher and participants co-create
the understanding and knowledge.

Theoretical perspective

Phenomenology

“We can only know what we experience by
attending to perceptions and meanings”
(Patton 2002, 105).

Symbolic
interactionism

“Emphasis on the importance of symbols
and the interpretative processes that
undergird interactions as fundamental to
understanding human behaviour” (Patton
2002, 113).

Methodology

Qualitative

Exploratory, descriptive, inductive

Allow stories to be told

4.2.1 Ontology

Ontology is about the nature of the “knowable” or the nature of reality (Guba 1990).

It refers to

claims and assumptions that are made about the nature of social reality, claims about

what exists, what it looks like, what units make it up and how these units interact with
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each other. In short, ontological assumptions are concerned with what we believe
constitutes social reality. (Blaikie 2000, 8)

Constructivism is grounded in the belief that “reality is socially constructed” (Mertens
1998, 11) by the actor’s mind. It takes a position of relativism with the assumption that
“realities exist in the form of multiple mental constructions, socially and experientially
based, local and specific, dependent for their form and content on the persons who
hold them” (Guba 1990, 26). This study aims to explore senior managers’ perceptions
of CSER in China and to represent the perceptual constructions held by the participants.
The social actors, such as the participants in this study, may place different
interpretations on situations, which leads to their various perceptions from their own
view of the world, rather than an absolutist view of the world (Saunders, Lewis and
Thornhill 2012). The reality constructed in this study is based on the interpretations of
the participants’ subjective perceptions. It cannot be measured or tested. Rather it must

be interpreted and understood within the emic context of China.

4.2.2 Epistemology

Epistemology is about “the nature of the relationship between the knower and the
known” (Guba 1990). It refers to “the claims or assumptions made about possible ways
of gaining knowledge of social reality, whatever it is understood to be ... how what is
assumed to exist can be known” (Blaikie 2000, 8). Epistemology provides “a
philosophical grounding for deciding what kinds of knowledge are possible and how
we can ensure they are both adequate and legitimate” (Maynard 1994, 10). Crotty
(1998, 3) describes epistemology as “the theory of knowledge embedded in the
theoretical perspective and thereby in the methodology™.

In order to understand the participants’ view of the world in this study, interpretivist
epistemology becomes the way in which the researcher and participants co-create
understanding and knowledge (Guba and Lincoln 2005). Interpretivism assumes that
“knowledge of'this perceived world (or worlds) is meaningful in its own terms and can
be understood through careful use of appropriate interpretivist and relativist
procedures” (Carson et al. 2001, 4). Interpretivism requires the researcher to adopt an
empathetic stance, which means the researcher has to enter the social world of the
participants and understand their world from their point of view (Saunders, Lewis and

Thornhill 2012). To achieve this, phenomenology and symbolic interactionism
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become the lenses of the theoretical perspectives of this study, enabling the researcher
to look through the particular lenses of the participants. The two lenses of these
theoretical perspectives are two intellectual traditions from which the heritage of
interpretivism evolved (Saunders, Lewis and Thornhill 2012). They are elaborated in
Section 4.3.

From an interpretivist perspective, the research process aims to develop an
understanding of the social reality experienced by the participants. Accordingly, the
appropriate research problem is to understand the phenomenon from the viewpoint of
the participants who were involved in its creation (Allard-Poesi and Marechal 2001).
In this study, the participants were senior managers who had a clear understanding
about their companies’ decision making including when making CSER decisions.
Therefore, participants in this study were competent to interpret and construct their
own perceptions of the CSER phenomenon in China. This study seeks to present and
understand their views. The constructs from participants were constantly compared
and contrasted with each other, as well as with publicly available information and the

previous literature to generate a shared socially constructed reality of CSER in China.

4.2.3 Methodology

Methodology is “the strategy, plan of action, process or design lying behind the choice
and use of particular methods and linking the choice and use of methods to desired
outcomes” (Crotty 1998, 3). It is about the way and the process adopted by the inquirer
to find out knowledge (Guba 1990). A certain methodology reflects specific
ontological and epistemological assumptions. These assumptions “determine the
choice of approach and methods adopted in a given study by emphasising particular

ways of knowing and finding out about the world” (Grix 2001, 136).

Qualitative methodology is underpinned by constructivist ontology and interpretivist
epistemology in this study. Unlike quantitative research, which uses numerical
measurement to examine the statistical relationship between variables, qualitative
research seeks to understand the subjective, socially constructed meanings expressed
about a phenomenon (Saunders, Lewis and Thornhill 2012). Qualitative research
adopts “an interpretive, naturalistic approach to the world” (Denzin and Lincoln 2011,
3) and aims to understand the meanings constructed by people in their natural settings:

in other words, the way that people make sense of the world/phenomena, their
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interpretations of their experience in the world/phenomena and the meaning they
attribute to these experiences (Merriam 2009; Denzin and Lincoln 2011).

Qualitative study is guided by an emic perspective, which represents an insider’s view
of reality, rather than an etic perspective based on external logical scientific analysis
(Fetterman 2008). In this study, it is crucial to understand the CSER phenomenon in
China from the perspectives of insiders/participants, not from the view of the
researcher as an outsider (Merriam 2009). Emic understandings are context-specific
(Tracy 2013), as an emic account comes from a person within the culture (Pike 1967).
Qualitative research covers “an array of interpretive techniques which seek to describe,
decode, translate, and otherwise come to terms with the meaning, not the frequency,
of certain more or less naturally occurring phenomena in the social world” (Van
Maanen 1979, 520). It is concerned with reaching a deep understanding of the research
questions in a unique context by emphasising the depth of insight rather than the
breadth of generalisation (Ulin, Robinson and Tolley 2004). The intention of
qualitative research is to elucidate the particular and the specific (Pinnegar and Daynes
2007; Creswell 2013b).

This exploratory field study has no intention of generalising its findings or testing any
theory. Instead, it seeks to understand the rationale behind managerial decisions on the
CSER phenomenon and the symbolic perceptions of meaning that senior managers
attribute to CSER in the unique China context. Qualitative methodology enables the
researcher to build a partnership with participants to gain emic knowledge from them
of the CSER phenomenon in China. Given the research objectives and questions of
this study (see Chapter 1, Section 1.3), a qualitative approach guided by a
constructivist paradigm is most likely to facilitate the interpretation and understanding

of the participants’ perceptions of the CSER phenomenon in China.

The inductive approach of qualitative methodology also allows patterns or theories to
emerge from these stories (Creswell 1994) to explain the CSER phenomenon in China.
The methodology in a constructivist paradigm is hermeneutic and dialectic: it
facilitates the process in which the constructions of participants are “elicited and
refined hermeneutically, and compared and contrasted dialectically, with the aim of

generating one (or a few) constructions on which there is substantial consensus” (Guba
1990, 27).
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4.3 THEORETICAL PERSPECTIVE

The choice of methodology is based on a set of assumptions brought to the research.
Theoretical perspectives provide “the view of the human world and social life within
that world, wherein such assumptions are grounded” (Crotty 1998, 7). A theoretical
perspective is “the philosophical stance informing the methodology and thus providing
a context for the process and grounding its logic and criteria” (Crotty 1998, 3). In this
study, phenomenology and symbolic interactionism, as two interpretivist approaches,
are the theoretical perspectives lying behind the methodology adopted to study the
participants’ perception of CSER adoption in China.

4.3.1 Phenomenology

Phenomenology is one of the five major qualitative approaches identified by Creswell
(2013a). A phenomenology study describes the common meaning of individuals’ lived
experiences of a phenomenon (Creswell 2013a). It answers the basic question: “what
is the meaning, structure, and essence of the lived experience of this phenomenon for
this people or group of people?” (Patton 2002, 104). Phenomenology is based on the
assumption of the existence of an essence to shared experience, which is defined as
“the core meanings mutually understood through a phenomenon commonly
experienced” (Patton 2002, 106). A phenomenon is identified by reducing different
people’s individual experiences with a phenomenon to a description of the universal
essence of the experience for all of them (Creswell 2013a). The essence is captured
through bracketing, analysing and comparing the experiences with the phenomenon of
different people (Patton 2002).

The philosophy of phenomenology was founded by German mathematician Edmund
Husserl (1859-1938) in 1913. Patton (2002, 105-106) describes phenomenology,
according to Husserl (1962), as “the study of how people describe things and
experience them through their senses”. He also stresses the most basic philosophical
assumption by Husserl (1962) that: “we can only know what we experience by
attending to perceptions and meanings that awaken our conscious awareness”.

Consciousness is regarded as “the only access human beings have to the world” (van
Manen 1990, 9).
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The world view of phenomenology is “what is perceived as happening by individuals”
(Munhall 1994, 16). The assumption behind phenomenology is that the knowledge of
social reality is grounded in people’s experiences of that social reality (Crotty 1998;
Gray 2014), something experienced in a phenomenon is transferred into consciousness
(Merriam 2009).

Phenomenology is generally seen as a study of people’s everyday lived experience
from their subjective point of view (Crotty 1998). Hence, it is crucial to interpret the
experience from the individual’s unique perception (Munhall 1994). The researcher
gains understanding of the phenomenon by interpreting the essential structures through
the reflective descriptions of the participants about their lived experiences of the
phenomenon (Giorgi 1997; van Manen 1990). In this study, this entails senior
managers’ experience of the adoption or non-adoption of CSER by companies in the
context of China. The researcher needs to put herself in the place of the participants to
learn the common understandings and meanings of common practices as
phenomenological research is regarded as “an exploration, via personal experiences,

of prevailing cultural understandings” (Crotty 1998, 83).

The researcher was fully aware that the interpretation of the CSR phenomenon in
China is based on the views of the participants rather than the researcher’s own
perception of the phenomenon. The researcher acknowledged that she had her own
subjective perspective. In order not to taint the data, the researcher’s own knowledge
and presuppositions were bracketed (Crotty 1998). “Bracketing” is a term from
Husser!’s philosophical school of phenomenology. The researcher is supposed to seek
the meaning and structures emerging with an open mind (Rossman and Rallis 1998).
In order to understand the participants’ subjective experience of the phenomenon, the
researcher should bracket her current understanding and preconceptions to the best of

her ability to avoid imposing her own prejudgement on the phenomenon.

As a research philosophy, phenomenology ‘“sees social phenomena as socially
constructed, and is particularly concerned with generating meanings and gaining
insights into those phenomena” (Saunders, Lewis and Thornhill 2012, 677). A
phenomenological approach is adopted in this study. A phenomenological approach is
inductive; it seeks to find the internal logic of the subject rather than one that imposes

an external logic with a theoretical model on a phenomenon (Gray 2014). The
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phenomenon in this study is formed by the senior managers’ perceptions, through their
personal direct experiences, of companies’ CSER practices. This study aims to explore
the common meanings of the CSER phenomenon in China from the participants’

points of view.

Phenomenological research focuses on “the meaning of a particular aspect of
experience, assuming that through dialogue and reflection the quintessential meaning
of the experience will be reviewed” (Rossman and Rallis 1998, 72). A
phenomenological approach seeks to explore “how human beings make sense of
experience and transfer experience into consciousness” (Patton 2002, 104) which
requires “methodologically thoroughly capturing and describing their experiences of
the phenomenon—how they perceive it, describe it, feel about it, judge it, remember
it, make sense of it and talk about it with others” (Patton 2002, 104). To gather this
information, the researcher must undertake in-depth interviews with people who have
lived experiences (Patton 2002). To be sure of not prejudicing the subjective
perception of the participants’ experiences, the researcher should ask open-ended
questions in the interviews to let the themes arise from the data, rather than imposing
prejudgement on them (Crotty 1998). Hence, this study adopts semi-structured in-
depth interviews with open-ended questions as the main research method to explore
the shared meaning of the participants’ experiences. Details of the research design are

elaborated in Section 4.4.

4.3.2 Symbolic interactionism

Symbolic interactionism is one of the main sociological approaches in qualitative
study (Woods 1992). It is based on the assumption that meaning is developed and
constructed in the process of social interaction between people (Denzin 1992; Woods
1992; Blumer 1969). ‘Meaning’ is central to social behaviour because “human
interaction with the world is mediated through the process of meaning-making and
interpretation” (Gray 2014, 24).

Blumer (1969, 2) summarised three essential principles of symbolic interactionism,

namely:

e Human beings act toward things on the basis of the meanings that these things have

for them.
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e The meaning of such things is derived from, and arises out of, the social interaction
that one has with one’s fellows.

e These meanings are handled in, and are modified through, an interactive process used
by the person in dealing with the things he encounters.

Symbolic interactionism believes that social reality is socially constructed through
human interpretation and that people act based on their subjective perceptions
(Andersen and Taylor 2009). It addresses “the subjective meanings that people impose
on objects, events, and behaviours” (Andersen and Taylor 2009, 20). The meanings
are conveyed by people through symbols such as signs, languages, gestures, looks,
actions, appearance and body language (Woods 1992).

As a theoretical perspective in social research, a symbolic interactionist perspective
implies that the researcher must put herself in the place of the actors in the situation to
see the reality from their perspective and to ensure that the meanings attributed to the
social phenomenon are indeed the actors’ meanings (Psathas 1973; Crotty 1998).
Methodologically, the researcher is required to accept the standpoint of the participants
to the best of her ability (Denzin 1989; Crotty 1998). The researcher needs to
“understand behaviour as the participants understand it, learn about their world, learn
their interpretation of self in the interaction, and share their definitions” (Chenitz and
Swanson 1986, 7). The researcher is Chinese, thus she understands the spoken
language as well as the unspoken symbolic nuances that prevailed during the

engagement-based research.

Interaction with the participants by symbols enables the researcher to take their
standpoint (Crotty 1998). Language is an important symbol because dialogue is the
only way that people can understand “the perceptions, feelings and attributes of others
and interpret their meanings and intent” (Crotty 1998, 75). In this study, the researcher
seeks to understand the symbolic meaning that senior managers attribute to CSER in
China. Semi-structured in-depth interviews were conducted with the participants
interactively to allow the participants to share their subjective perceptions of the
phenomenon via language and communication. In addition, the researcher paid
significant attention to non-verbal symbols such as the gestures, looks and body
language of the participants during the interviews. These symbolic interactions with
the participants enabled the researcher to understand meanings of the CSER

phenomenon from the participants’ points of view.
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4.4 RESEARCH DESIGN AND METHOD

The research design is an overall plan of how to answer the research questions,
including the data collection and analysis processes, and the ethical issues and
constraints encountered (Saunders, Lewis and Thornhill 2012). Research methods are
“techniques or procedures to collect and analyse the data” to answer the research
questions (Crotty 1998, 3).

Denzin and Lincoln (2011, 243) suggest five basic questions that structure the research
design:

e How will the design connect to the paradigm being used; that is, how will the empirical
materials interact with the paradigm?

e How will these materials allow the researcher to address the problems?

e What will be studied?

o What are the strategies of inquiry?

e What methods will be used to collect and analyse empirical materials?

The preceding sections have explained and justified the constructivist paradigm and
qualitative approach adopted in this study. This section elaborates on how to answer
the research questions (see Chapter 1) at the operational level. Qualitative research
consists of a set of interpretive, material practices that make the world visible by
transforming it into a series of representations, such as field notes, interviews,
conversations, recordings, memos and photography (Denzin and Lincoln 2011). The
research design needs to enable the information of the senior managers’ perceptions
of the CSER phenomenon in China to be gathered. Underpinned by the theoretical
perspectives of phenomenology and symbolic interactionism, the semi-structured in-

depth interview was adopted as the main data collection method in this study.

Qualitative research is emergent; therefore, the design should be flexible to allow the
researcher to respond to changing conditions in the process of the research (Merriam
2009; Creswell 2013b) because every research phase may change after the researcher
starts to collect data in the field. It is important to have built-in flexibility in the design
procedure in order to “account for new and unexpected empirical materials and

growing sophistication” (Denzin and Lincoln 2011, 244).
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The design framework of this research is illustrated in Figure 4.1. It provides a set of
general flexible guidelines of the methods of data collection and analysis. This
research has seven key stages.

Stage 1 consists of a review of the existing CSER literature and research reports on
CSER practice in China. The literature review started at the very beginning of the
research and was ongoing until Stage 6. The comprehensive literature review helped
the researcher to gain a good understanding of CSER research trends, identify the
research gaps, develop the research questions and confirm the value of the research.
Relevant research reports of CSER practice provided useful information about the real
situation of CSER in China (see Chapters 2 and 3 for details). The review of the
literature was a continuous and iterative process with the data collection and data
analysis. The data were constantly compared with the supporting literature, thus
improving the sensitivity to the emerging concepts and themes during data analysis.
Furthermore, the literature review was directed by emerging concepts; therefore, it

became deeper and more relevant to the findings when the data analysis was conducted.

Stage 2 is comprised of the preliminary field study and interview protocol design. The
preliminary field study included familiarisation field visits to five companies in China
and exploratory conversations with business people from these companies. The
preliminary field study was valuable because, not only did it confirm the feasibility of
this research, but it also provided insight into some emerging issues that were worth
observing in practice. The information sheet (see Appendix A) and interview protocol
(see Appendix B) were developed after the preliminary field study. Details are

discussed in Section 4.5.

Stage 3 is the pilot study which comprised two interviews with two senior personnel
of two companies in China. It was essential to conduct the pilot study in order to
examine the feasibility of the research approach and to refine and improve the

interview protocol.
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Figure 4.1: Research design

Stage 4 consists of the main data collection through field interviews with the
participants. The sampling method utilised in this study was purposeful and theoretical
(see subsection 4.5.3). The number of interviews conducted was determined by data
saturation, meaning that Stage 4 data collection and Stage 5 data analysis were
conducted simultaneously. The interactive process of data collection and data analysis
continued until theoretical saturation was reached. Scholars assert that saturation is a

point of diminishing returns where new evidence of text data only confirms the
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existing categories and themes (Mason 2010; O’Reilly and Parker 2013; Guest, Bunce
and Johnson 2006). The details of data collection are elaborated in Section 4.5.

Stage 5 comprises data management and analysis. This stage started after the first
interview and helped to guide the data collection. In collecting and analysing data,
guided by the phenomenological and symbolic interactionist perspectives of an
interpretivist, the meaning of CSER was developed and constructed based on the
personal experiences and standpoints of the participants in the process of interaction
between the participants and the researcher. NVivo software was used to manage the
data and to explore the emerging concepts and themes from the data. The procedures
of data analysis are presented in Section 4.6.

Stage 6 is the analysis of the findings from the interview data. To interpret the findings,
this stage referred to the existing literature and research reports on the real situation of
CSER in China.

Stage 7 presents the conclusions drawn from the analysis. This stage offered insights

into the research questions.

4.5 SAMPLING AND DATA COLLECTION

The main data collection method of this study was the interview. In exploring the
CSER phenomenon in China, where there is a paucity of empirical research in this
area, purposeful and theoretical sampling was utilised (Creswell 2013a). The main

participants in this study were senior managers who knew about their companies’

CSER decisions.

Prior to the main field interviews with participants, a familiarisation study was
undertaken to gain insight into the research context, and two pilot study interviews
were conducted to refine the interview protocol. From the ‘theoretical’ concepts
emerging from this early analysis, the researcher determines the direction of
subsequent data collection and the groups to be compared, hence the names
‘purposeful’ (Lincoln and Guba 1985) or ‘theoretical’ sampling (Glaser and Strauss

1967). The main field interviews continued until the data reached saturation point.
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4.5.1 Familiarisation study

The familiarisation study is essential for field-based research. It provides direct
insights into a research context from the inside and enables the researcher to “absorb
tacit knowledge, conventions, ways of communicating, rituals, stories, [and] lore”
within the unique research context (Whiteley 2002, 11). Whiteley and Whiteley (2006)
contend that the familiarisation study can improve reflexive preparation, test the initial
formative ideas or research questions and provide a source of information for

formulating research questions, and planning the data collection and analysis methods.

The familiarisation study conducted in this research included preliminary informal
visits to companies and exploratory conversations with business people in China. The
researcher visited five companies including SOEs, listed companies and an
international company in Shanghai. She communicated with some employees and/or
managers from CSR, public relations (PR) and/or finance departments. In addition,
with the help of a friend who was teaching an MBA class at Shanghai University, the
researcher gained access after class to informative dialogue with the MBA students,

all of whom held positions at middle or senior level in their companies.

The main purpose of the familiarisation study was to collect information in order to
refine the initial ideas for the interview questions and interview protocol. In addition,

it helped to confirm the feasibility of the study, especially the data collection process.

The researcher had an advantage in accessing these companies through her local
networks. She was introduced to the managers of these companies by her colleagues
at Shanghai University, her former co-workers at companies in China and also her
relatives and friends. “Mianzi (face [fii¥)” and “Guanxi (relationship 5¢ &) are
important cultural traits in Chinese society and the Chinese business world (Hutchings
and Murray 2002; Smith 2012). Chinese people usually avoid turning down the
requests of acquaintances as they think it would offend people, causing them to ‘lose
face’ and damaging the relationships. Because the researcher was introduced by
acquaintances of these business associates, they all welcomed the researcher to their
companies. They all provided the researcher with a copy of their CSR report or annual
report out of courtesy. The researcher reviewed these reports after the visits and gained

a better understanding of the reporting practice of these companies.
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The familiarisation study was a valuable experience. Several emerging issues drew the
researcher’s attention. Firstly, the terms ‘corporate social and environmental report’
and ‘sustainability report’ were not familiar to business people in the field. After the
researcher explained the meaning of CSER, they realised it was the report commonly
called a ‘corporate social responsibility report’ in China. The researcher used this
feedback as useful information for designing the interview protocol and conducting

interviews.

Secondly, the researcher found that staff from PR or CSR departments knew their
CSER practice much better than accountants in these companies. At first, the
researcher spoke with some accountants but they said they only dealt with financial
accounting, not CSER, and they thought that CSER was more relevant to PR or CSR
departments. Therefore, the researcher was introduced to employees in PR or CSR
departments and learned details about their CSER practice. In addition, some
employees in PR or CSR departments mentioned that their senior managers would
have better knowledge about the reasons why they were or were not producing CSR
reports, as it was management who made those decisions. As this study’s objectives
sought to explore the motives for and barriers to companies’ adoption of CSER in
China, these employees’ opinions confirmed that senior managers were the appropriate
interviewees most likely to be able to provide the data relevant to the research

questions.

Thirdly, some staff from PR or CSR departments talked at length about their corporate
philanthropy and donations made by their companies, which gave the researcher the
impression that philanthropy was undertaken as an important part of CSR by business

people in China.

Fourthly, when the researcher talked about her interview plan to business people in the
field, several PR staff advised her that their company policy did not allow any
interviews to be taped. Therefore, when the researcher sent invitations to potential
participants, she mentioned that, although she preferred the interview to be taped, she
could talk to them off tape if taping interviews was against their corporate policy or

was inconvenient. The researcher believes that this helped to recruit more participants.
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Fifthly, the researcher also learned from business people in the field that her translation
of “interview” into Chinese as “Cai Fang (CX1j7)” was problematic when approaching
potential participants. The translation of the word “interview” in Chinese can be “Cai
Fang CK17)”, “Hui Tan (£51%)” or “Fang Wen (5 [1])”. At the beginning of the study,
the researcher thought it would be better to use more formal words when approaching
senior managers, so she chose the word “Cai Fang (*%7/j)”. When she proposed
interviews (“Cai Fang”), senior managers misinterpreted the request for interviews as
being ‘official’. Consequently, some senior managers advised that the interviews must
first be approved by top management. One senior manager in the field told the
researcher that, according to their company policy, he could not accept interviews
(“Cai Fang”) with the media. The researcher explained that the purpose of the
interviews (“Cai Fang”) was for her PhD thesis and that she was not working for any
newspaper or magazine. He then suggested that she should change the formal word
“Cai Fang” to the more informal and casual words “Hui Tan” or “Fang Wen”, as this
would be more acceptable to senior managers. Consequently, the researcher realised
that the word “Cai Fang ((X:17)” was also associated with the media and journalists
who most senior managers would try to avoid as there could be ramifications if they
said something wrong. This was very valuable feedback. The researcher changed the
word “Cai Fang” to the less formal word “Hui Tan” (the meaning in English is close
to “have a conversation”) when she later invited senior managers to attend interviews.

It turned out that the less formal word was more acceptable.

4.5.2 Interview protocol design and information sheet

The interview protocol was designed after the familiarisation study, and minor changes
were made after the two pilot study interviews. See Appendix B for the final version

of the interview protocol.

As the objectives of this study required flexibility to gather the participants’ tacit
knowledge about CSER in China, the researcher adopted semi-structured and open-
ended in-depth interviews, which provided the opportunity to probe the perceptions of
the participants and to build on and seek explanations for their responses (Saunders,
Lewis and Thornhill 2012). The semi-structured interview is a combination of the

structured and unstructured interview, enabling a structure to the interview while
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maintaining some flexibility. Table 4.3 presents the features of these three types of

interviews. In this study, the researcher knew the main research questions from the

beginning. Furthermore, she had gained some insights into the CSER phenomenon

from her familiarisation study, the literature and research reports. Therefore, more

open-ended questions were needed to allow the participants’ unique views to emerge.

As Merriam (2009, 90) states, the semi-structured interview “allows the researcher to

respond to the situation at hand, to the emerging worldview of the respondent, and to

new ideas on the topic”. The goal of the semi-structured interview is “to explore a

topic more openly and to allow interviewees to express their opinions and ideas in their
own words” (Esterberg 2002, 87).

Table 4.3: Types of interviews

Highly structured

interview

Semi-structured interview

Unstructured interview

e Wording and order of
questions are fixed

and predetermined.

e Anoral form of a

written survey.

e Usually used to
obtain demographic
data (age, gender,
ethnicity, education,

etc.).

e Interview guide includes a

mix of more- and less-

structured questions.

e All questions used flexibly

without predetermined

wording or order.

e Largest part of interview

guided by list of questions

or issues to be explored.

e More structured part is

when specific data
required from all

respondents.

e Open-ended questions.
e More like conversation.

e Flexible and

exploratory.

e Used to learn from an
interview in order to
formulate questions for
later interviews when
researcher does not
know enough about the
phenomenon to ask

relevant questions.

Source: adapted from Merriam (2009, 89)

During the interview, the researcher asked all participants several specific questions to

guide the interview without a fixed order or wording predetermined ahead of time;

subsequent questions were asked based on the answers of the participants and the flow
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of the interview. These guiding questions are listed in the interview protocol in
Appendix B.

The information sheet (see Appendix A) sent to potential participants explained:
1) The research topic and objectives.
2) The only purpose of the research was for the researcher’s PhD study.

3) The researcher’s identity as a PhD student at Curtin University and lecturer at
Shanghai University.

4) The participants had the right to withdraw from further participation at any

time.

5) This research had been approved by the Human Research Ethics Committee of

Curtin University.
In addition, the researcher assured that:

1) The confidentiality and anonymity of the participants and their companies

would be maintained, and

2) The interview would only be taped with the agreement of the participants.

4.5.3 Sample selection

“Sampling and selection are principles and procedures used to identify, choose, and
gain access to relevant data sources” from which the data are generated (Mason
2002, 120). The sampling strategy of this study was purposeful and theoretical

sampling.

According to Creswell (2013a, 299), “purposeful sampling is a primary sampling
strategy used in qualitative research. This means that the inquirer selects individuals
and sites for study because they can purposefully inform an understanding of the
research problem and central phenomenon of the study”. Patton (2002, 230) stated that
“the logic and power of purposeful sampling lies in selecting information-rich cases
for study in depth. Information-rich cases are those from which one can learn a great

deal about issues of central importance to the purpose of the inquiry”.
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Senior managers were targeted in this study because they, as insiders, are able to
provide rich data and “thick description” (Geertz 1973) about CSER in China. Senior
managers play the central role in influencing CSR and CSER practice in their
companies. As Wood (1991, 691) states, “a company’s social responsibilities are not
met by some abstract organizational actor; they are met by individual human actors
who constantly make decisions and choices”. As senior managers are involved in
corporate-level decision making, including the CSER strategy of their companies, they
are most likely to have a good knowledge of the rationale behind their companies’

CSER decisions.

This study seeks to explore both the enablers of and the barriers to CSER in China;
therefore, the sample covered senior managers from companies that had issued CSR
reports (called reporting companies in this study for convenience) and also companies
that had not issued the reports (called non-reporting companies in this study for
convenience). As mentioned in Chapter 3, the CSR report was the main means through
which companies in China released their corporate social and environmental
information. Therefore, to a large extent, the issuance of CSR reports represented a

company’s CSER practice and the importance that it attached to CSER.

As Lincoln and Guba (1985, 202) stated, “[i]n purposeful sampling the size of the
sample is determined by informational considerations. If the purpose is to maximize
information, the sampling is terminated when no new information is forthcoming from
new sampled units”. The goal of this engagement-based field study was to understand
the CSER phenomenon in China, rather than to generalise findings to the population,
so the data collection ended when the data needed to explain the CSER phenomenon

in China reached saturation (Glaser and Strauss 1967).

‘Saturation’ is a term relevant to theoretical sampling. As one of the key sampling
strategies, the concept of ‘theoretical sampling’ was initially coined by Glaser and
Strauss (1967), referring to the process of choosing sequential participants/sources
based on the emerging analysis of the data gathered from previous participants/sources.

Corbin and Strauss (2008, 143) defined theoretical sampling as

a method of data collection based on concepts/themes derived from data. The purpose

of theoretical sampling is to collect data from places, people and events that will
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maximise opportunities to develop concepts in terms of their properties and

dimensions, uncover variations, and identify relationships between concepts.

Theoretical sampling is an emergent and iterative sampling process in which data
collection is concurrent with data analysis (more details are elaborated in the data
analysis section of this thesis). The data collection ends when data reach saturation.

Morse (1995, 147) defined saturation as “data adequacy”; that is, collecting data until
no new information was obtained. Corbin and Strauss (2008, 263) remarked that
saturation is not only the point when no more data are emerging, but “the point in
analysis where all categories are well developed in terms of properties, dimensions,
and variations. Further data collection and analysis add little new to the
conceptualisation, though variations can always be discovered”. There is no guideline
for an ‘a priori’ estimation of the sample size required to reach saturation. Instead,
saturation is determined by the researcher’s evaluation of the adequacy and
comprehensiveness of the findings (Morse 1995). In this iterative study, the total
sample comprised 21 interviews with senior managers of 21 companies in China,
including three general managers, three deputy general managers, four PR
directors/managers, two CSR mangers, two development directors, one managing
director, one vice president, one HR manager, one deputy head of execution office,
one CFOlvice president, one company secretary of board of directors office, and one
head of intermediary channel department. The researcher conducted three sets of
interviews during the period April 2012—June 2012, in December 2013 and in March
2014 to gather the data after she conducted the familiarisation study from December
2011-January 2012. Tables 4.4 and 4.5 present the profile of the companies for which
the participants worked, comprising 13 reporting companies and eight non-reporting

companies.
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Table 4.4: Profile of reporting companies in sample

Participant Company -
No. Industry Type type Listing status
1 Banking SOE Listed on the SSE and the HKEXx
: : Foreign :
2 Professional services MNC Non-listed
6 Telecommunications SOE Listed on the HKEx and the NYSE
Listed on the SSE, the HKEXx and
8 Insurance SOE the NYSE
9 Banking SOE Listed on the SSE and the HKEXx
Foreign .
10 Insurance MNC Non-listed
11 Banking SOE Listed on the SSE and the HKEXx
12 Dairy SOE Listed on the SSE
13 Banking SOE Joint- Non-listed
venture

15 Electrical appliances | Non-SOE Listed on the SZSE

. Listed on the SSE, the HKEX, the
16 Energy and chemical SOE NYSE and the LSE
17 Real estate Non-SOE Listed on the SZSE
20 Insurance Non-SOE Listed on the SSE and the HKEXx

Notes:

SOE=state-owned enterprise;

MNC=multinational

company; SSE=Shanghai

Stock Exchange;

SZSE=Shenzhen Stock Exchange; HKEx=Hong Kong Stock Exchange; NYSE= New York Stock Exchange;
LSE=London Stock Exchange

Table 4.5: Profile of hon-reporting companies in sample

Partlllcclfant Industry Type Cog;g:my Listing status
3 Pharmaceuticals & | o0 soE Listed on the SSE
Cosmetics

4 Construction SOE Listed on the SSE

5 Manufacturing SOE Non-listing

7 Retail Non-SOE Listed on the SZSE
14 Retail Non-SOE Listed on the HKEX
18 Fashion F&rﬁlign Non-listing

19 Real estate Non-SOE Listed on the HKEx
21 Securities Non-SOE Listed on the HKEx

Notes: SOE=state-owned enterprise; MNC=multinational company; SSE=Shanghai Stock Exchange;

SZSE=Shenzhen Stock Exchange; HKEx= Hong Kong Stock Exchange

122



The researcher initially planned to select the senior managers from the top 100 listed
companies, according to their market value at the end of 2011, on the two Chinese
stock exchanges (the SSE and the SZSE). However, during the data collection process,
the researcher decided to enlarge the sample range. In earlier interviews, some
participants remarked that they learned from their foreign peer companies’ CSER
practice. Hence, the researcher recruited three participants from three internationally
well-known foreign multinational companies (MNCs). In addition, to include non-
reporting companies, the researcher had to extend the range of sample companies
beyond the top 100 companies listed on the SSE and the SZSE. As mentioned in
Chapter 3, the SZSE required the 100 companies in the SZSE 100 Index to issue CSR
reports from 2009. A large portion of the top 100 listed companies were in the SZSE
100 Index. Many of the top 100 companies listed on the SSE were also within the three
categories of companies that came under the SSE’s CSR reporting requirement.
Moreover, it was extremely difficult to recruit participants from non-reporting
companies. To avoid embarrassing themselves, senior managers from non-reporting

companies were reluctant to be interviewed about their companies’ deficiencies.

In the end, the 13 reporting companies in the sample comprised:
e Nine SSE/SZSE-listed companies, eight of which were in the top 100 listed
companies with the remaining one being a company in industrial crisis
e Two foreign multinational companies (MNCs)
e One SOE listed only on overseas stock exchanges
e One non-listed SOE.

The eight non-reporting companies comprised:
e Two SSE-listed companies
e One SZSE-listed company
e Three companies listed on the HKEXx
e One non-listed SOE

e One foreign multinational company (MNC).

All the sample companies had national or multinational operations.

Initially, the researcher tried to contact the senior managers of the target companies

herself, but she received many rejections. She was informed in most cases that their
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senior managers were too busy to do the interviews, with companies offering to have
their employees in PR departments attend the interviews instead. In addition, the
researcher was advised by some companies that, in accordance with their policies,
senior managers could not be interviewed without approval from top management and
it could take a long time to receive approval. Due to time and financial limitations, the
researcher could not stay in China for a long time to wait. Therefore, she decided to
capitalise on her local business network to reach the senior managers of these targeted
companies. With the help of her colleagues from the Business School of Shanghai
University, her University of Melbourne alumni in China, her former colleagues in
companies and her friends in China from CPA (Australia), the researcher was able to
recruit enough targeted participants in time. All participants in this study had no
connection to each other. They were either approached by the researcher herself or
referred by different people.

The process of recruiting participants reflected the importance of “Guanxi
(relationship < %&)”, which is commonly understood as “network”, in the Chinese
business world. The researcher would not have been able to recruit enough participants
without the help of “the middle person (Zhong Jian Ren A[E] \)” which means a
person who both parties (in this case, the participant and the researcher) know in
common. “Zhong Jian Ren” plays an important role in building trust in the business
world in China. Some participants told the researcher that they could trust her because
she was introduced by their acquaintances; otherwise, they would not have taken the
unnecessary risk of doing the interviews. Senior managers were sensitive to interviews
because they thought interviews might cause them undue ramifications if they said
something wrong about their companies and the media could use this against them. As
the participants had received assurances from the “middle person”, they could trust
that the researcher would maintain the confidentiality of the identities of both the
participant and their company, as the purpose of the interview was only for her PhD
study. In addition, due to “Mianzi (face [fl¥*)” culture, Chinese people usually accept
the requests of acquaintances to ‘save face’. Some participants told the researcher that
they would not have taken time out of their busy schedule to do the interview if their
friends had not asked them for a favour. One participant arrived at his office from the
airport just 15 minutes before the interview. After the researcher expressed

appreciation, he said: “I am just back from a business trip and I have two meetings
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this afternoon. You know, [name of the researcher’s friend] is a very good friend of

mine. She asked me to do this interview, so I had no choice but to do it”.

4.5.4 Main field interviews

Prior to the main field interviews, the researcher conducted a pilot study to improve
the interview protocol and practise her interview skills. Two pilot interviews were
conducted to check the proposed interview schedule in terms of semantics and the
acceptability of interview questions, as well as the interviewer’s style and issues such

as proxemics (non-verbal communication).

During the period April 2012—March 2014, 21 one-on-one field interviews were
conducted with participants from 21 companies in China. All the interviews were
conducted face to face with the respondents, with the exception of one telephone
interview. Fifteen interviews were electronically audio-taped with the agreement of
the participants. The remaining six interviews were not taped because the participants’
company policy did not allow interviews to be audio-taped. Instead, more detailed
field notes were taken of the answers during these non-recorded interviews. These six
participants left some breaks to allow the researcher to write down the main points of
their answers during the interviews. For some important answers directly relevant to
the participants’ perceptions of the enablers of and barriers to CSER, the researcher
took down the sentences word by word during the non-recorded interviews. All
participants kindly helped the researcher to review the main points of their answers in

the field notes to confirm the accuracy at the end of the interviews.

Marshall and Rossman (2010) stated that valuable information can be gained by
interviewing organisational elites owing to the position and knowledge that they hold.
They also noted the challenges faced by the researcher in interviewing elites, namely,
obtaining access to elites, retaining control of open-ended questions and displaying
high-level knowledge of the topic to show credibility and competence. As indicated
by Kvale (1996), researchers should acquire pre-knowledge about the interview topic.
Before meeting the participants, the researcher had reviewed the information on their
companies from their websites and their CSR reports, if these had been issued, to gain

an insight about the CSER practice of their companies. The familiarisation study and
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pilot study conducted before the main field interviews were also very helpful in

improving the knowledge and interview skills of the researcher.

Noaks and Wincup (2004, 80) mentioned that, in a semi-structured approach, it is vital
for the researcher to establish rapport with the interviewees and to gain an
understanding of “the context of the project to facilitate alertness to significant themes”.
Fontana and Frey (1994) identified the important points of in-depth open-ended
interviews as being an understanding the language and culture of respondents, deciding
how to present oneself, gaining trust and establishing rapport. Belal and Owen (2007,
480) suggested that “open communication between interviewer and interviewees was
arguably encouraged by a sharing of the same cultural background”. Kvale (2007) also
stated that it is important for the researcher to be familiar with the local situation and
the culture to avoid many verbal and non-verbal factors of an interviewee from a

different culture going amiss.

All senior managers who participated in this study were Chinese, with the exception
of one non-Chinese senior manager who was from a multinational company (MNC).
To glean accurate knowledge about participants’ understanding of CSER practice in
China, the researcher conducted all interviews in the participants’ first language, that
is, one interview in English and the remainder in Chinese. Although some Chinese
senior managers were capable of communicating in English, they felt it was more
comfortable and easier to express themselves in their native language. Considering
that some important data might be lost due to the language barrier, the researcher
decided to take the trouble to conduct the interviews in Chinese, afterwards translating
all the transcripts into English. As the researcher is a native speaker of Chinese, she
had no problem in fully understanding the participants speaking in Chinese. In addition,
although Chinese culture is classified as a high-context culture, the researcher is
familiar with the language and cultural background of China. Owing to her own
heritage, she was capable of sensing the nuances and informal local contexts in

communication and developing a rapport with the respondents.

Being mindful of building a rapport with and gaining the trust of the participants, when
she first met the participants, the researcher had informal friendly conversations with
each of them about the background of their companies and the researcher’s research

topic to break the ice and create a more relaxed atmosphere. Before the interviews
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started, the researcher stated again that the confidentiality of the data gathered during
the interview and the anonymity of the participants and their companies would be
preserved, the conversation would only be taped with their agreement and, during the
interview, the participants had the right to ask her to switch off the tape or stop the

interview whenever they wished.

During the semi-structured interviews, the researcher specified the interview topics
and had a clear predetermined focus, but left flexibility in the way that the questions
were asked to allow for open-ended discussion of the answers (Kane and O’Reilly-de
Bran 2001). Although the semi-structured interviews were guided by the interview
protocol, the flexibility in the order in which the questions were asked and the use of
follow-up questions provided more opportunities to probe the participants’ perceptions
(Noaks and Wincup 2004). The researcher was careful to only access the perspectives
of participants rather than planting ideas in their minds (Patton 1990). The questions
were open-ended, allowing data to emerge from the respondents (Silverman 1993) to

explain the CSER phenomenon in the context of China.

As stated by Whiteley et al. (1998), it is essential to examine all the dynamics that
constitute conversational interaction when it combines both verbal and body language.
They also contended that paralinguistics, proxemics, gender issues, status and timing
are important elements that influence the interview, but these elements may not present
in the same way nor will they necessarily exist in different interview situations. In this
study, the researcher concentrated more on issues of paralinguistics and proxemics.
During the interviews, the researcher paid close attention to the participants’ body
language and their “tone of voice, rate of the utterance, overall pitch and range of the
voice as well as facial expressions” (Whiteley et al. 1998, 13). These non-verbal
communications about CSER were included in field notes during the interviews. The
researcher was also aware of maintaining a comfortable space with the participants,

both physically and psychologically.

After the formal interview, the researcher also had some informal conversations with
the participants. These conversations happened naturally when the participants showed
the researcher around their companies at the end of her visit. In some cases, the
researcher also had conversations with other employees about their companies’ CSR

and CSER practice. In the three interviews conducted in cafés, the researcher
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communicated with the participants when they had coffee together after the interviews.
It was interesting to find that some valuable ideas emerged from the participants in
these casual conversations. The participants were relaxed after the interviews and were
more open when the tape was off and the researcher was not taking field notes. The
researcher wrote down the main points of these conversations immediately after
meeting with the participants. These notes, together with the field notes taken during
the interviews, were documented by the researcher within the 24 hours immediately

after the interviews to avoid losing vital nuances or cues.

4.6 DATA MANAGEMENT AND ANALYSIS

The interview audios and transcripts were electronically stored in USBs with password
protection. The USBs, together with the field notes and paper copies, were stored in
locked cabinets. Access to the data was only available to the researcher and her
supervisors. To ensure confidentiality of the interview data and anonymity of the
participants and their companies, all transcripts bore no identification of the

participants or their companies.

NVivo, which is qualitative data management software, was used to manage and
interrogate the large volume of textual data derived from the interviews and field notes
and to allocate data into categories. NVivo provides an organised storage file system
that enables researchers to easily access and instantly link any piece of data (Blismas
and Dainty 2003) and to form a streamlined structure for discovering emerging themes
(Rowe and Guthrie 2009). The emerging categories and concepts from the data were

managed and stored in NVivo so they could be easily accessed and not lost.

Each taped interview was first transcribed word for word and then translated into
English if it was conducted in Chinese. As suggested by Poland (1995), after each
interview was transcribed and translated by external translators, the researcher
rigorously reviewed it for errors in order to ensure comparability and dependability.
At the beginning, the translators were “fully informed about the nature and purpose of
the interviews and the research, including the importance of verbatim accounts”
(Poland 1995, 297). In addition, the translators were asked to highlight any
words/phrases/sentences on the transcripts if they did not fully understand the meaning.
The researcher then clarified these highlighted texts and worked out the best

translations together with the translators. By involving external translators from
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Shanghai International Studies University, the competency and accuracy of the
transcribing and translation were assured, as each interview was double-checked by
two different people.

In qualitative study, data collection and analysis proceed simultaneously and data
analysis is a recursive and interactive process (Merriam 2009). As asserted by Corbin
and Strauss (2008), undertaking data collection and analysis is a circular process as
data collection leads to data analysis which generates emerging concepts; these
concepts raise questions which lead to further data collection and then further data
analysis. This iterative process, as illustrated in Figure 4.2, continues until data reach
saturation when all concepts are well defined and organised with no new information
emerging. Therefore, the data collection in this study never advanced too far ahead of
the analysis. Where possible, the researcher tried to begin analysis of the data collected
from the previous interview before the next interview. Although some interviews were
scheduled quite close together, the researcher managed to always keep less than two

interviews ahead of the preliminary data analysis.

Qualitative data analysis is primarily inductive and comparative, with this able to be
achieved by the constant comparative method (Merriam 2009). The constant
comparative method of data analysis was proposed by Glaser and Strauss (1967) to
develop grounded theory. This data analysis method has also been commonly used in
qualitative studies without building a grounded theory (Merriam 2009; Charmaz 2003),

as is the case in this study.
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Figure 4.2: Circular process of qualitative data collection and analysis

Source: adapted from Corbin and Strauss (2008, 144-145)

The grounded theory method allows the findings from the data to emerge from the
participants’ own stories. In addition, it offers ‘“content analysis protocols of
categorisation, concept formation, [and] theoretical sensitivity” (Whiteley 2004, 32).
After both the original and the translated transcripts and field notes were reviewed by
the researcher to ensure competency and accuracy, content analysis started, which is

“the process of identifying, coding, and categorizing the primary patterns in the data”

(Patton 1990, 381).

Qualitative content analysis is “a systematic, replicable technique for compressing
many words of text into fewer content categories based on explicit rules of coding”
(Stemler 2001). In this study, the process of content analysis involved marking the
transcripts with a series of codes which were categorised and analysed thematically to

create core concepts through constant comparison and questioning (Whiteley 2004).

Coding is analysis (Miles and Huberman 1994). In this study, it began with identifying
units of data relevant to answering the research questions by marking a series of codes,
which were sorted to identify potential categories/themes later, and the researcher

remained entirely open to any possible codes emerging at this stage. During analytical
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coding, which “comes from interpretation and reflection on meaning” (Richards 2005,
94; cited in Merriam 2009, 180), the codes with similar meanings or that were closely
related were merged into one category.

After that, the next level of coding conducted was selective coding which is

an integrative process of selecting the core category, systematically relating it to other
categories, validating those relationships by searching for confirming and
disconfirming examples, and filling in categories that needed further refinement and
development. (Strauss and Corbin 1990, 116)

The research topic of this study is the CSER phenomenon in China. The core
categories identified in this study were senior managers’ attitudes towards and
perception of CSER in China, the enablers of and barriers to CSER in China as
perceived by them and an exploration of the strategies for promoting CSER in China
in their opinion. Chapters 5 and 6 present and discuss the core categories/emergent

themes in detail.

The codes and categories extracted from each subsequent interview were constantly
compared with the ones developed from earlier interviews during the iterative process
of data collection and analysis. The tentative categories developed were verified in
subsequent interviews, while new categories were constantly discovered. Once data
collection ended, that is, when the categories/themes reached saturation, the use of
tentative categories was carefully tested against the data to substantiate, revise and

reconfigure the findings (Merriam 2009).

To present the views of participants through immersion in the data, the researcher
needed to demonstrate her sensitivity, which is “the ability to pick up on nuances and
cues in the data that infer or point to meaning” (Creswell 2013b, 19). Existing theories
and other literature were constantly consulted and compared to improve the sensitivity
to concepts in the data (Corbin and Strauss 2008). Some publicly available information
such as companies’ CSR reports, annual reports, relevant information on the
companies’ websites, and media and external professionals’ publications were used as

a source of triangulation and played a supportive role.
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4.7 LIMITATIONS

Guided by a constructivist paradigm, the knowledge and understanding in this study
were co-created by the researcher and the participants (see Section 4.2). The interview,
as the main data collection method used in this study, is a process of reality
construction to which both the researcher and the participants contribute and by which
they are affected (Woods 1992). There were unavoidable limitations as a consequence
of the qualitative inquiry strategy adopted.

On one hand, the researcher had potential biases in terms of data collection and
interpretation. In this qualitative study, the researcher was the primary instrument of
data collection and analysis which gave her advantages such as being able to respond
and adapt immediately, to capture verbal/non-verbal communication, to clarify and
summarise the information, to verify the interpretation of the data with the respondents
and to explore unusual responses from them (Merriam 2009). However, the
researcher’s own subjectivity, predisposition, assumptions and bias might affect the
research findings (Whiteley 2004; LeCompte 1987). As stated by Merriam (2009, 5),
“[r]ather than trying to ecliminate these biases or subjectivities, it is important to
identify them and monitor them as to how they may be shaping the collection and
interpretation of data”. This is in line with the “epoch” or “bracketing” process in
phenomenological study (Denzin 1989; Patton 1990; Moustakas 1994). ‘Epoch’ was
defined by Katz (1987, 36-37, cited in Patton 2002, 483) as

a process that the researcher engages in to remove or at least become aware of
prejudices, viewpoints or assumptions regarding the phenomenon under investigation.
Epoch helps enable the researcher to investigate the phenomenon from a fresh and
open viewpoint without prejudgement or imposing meaning too soon. This suspension
in judgement is critical in phenomenological investigation and requires the setting

aside of the researcher’s personal viewpoint in order to see the experience for itself.

The researcher self-examined her past experiences, biases, prejudices, assumptions
and dispositions that were likely to influence the interpretation and approach taken in
this study (Merriam 2009; Creswell 2013b). She sought to effectively bracket these
dispositions by carefully ensuring that no leading questions were asked during the
interviews, having participants confirm the accuracy of the researcher’s interpretation

of their opinions (see member checks strategy in subsection 4.8.1) and having the
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collection and interpretation of data audited by the researcher’s supervisor (see peer

reviewing strategy in subsection 4.8.1).

In addition, it must be borne in mind that the participants might have been unable or
unwilling to provide certain types of information at the interview. As senior managers
of their companies, the participants might have withheld certain information that they
perceived as a threat to either their reputation or that of their companies. Moreover,
influenced by China’s “Mianzi (face [fii {-) culture” (i.e. to avoid embarrassment), they
might also have given some responses perceived to be appropriate for the sake of either
their image or that of their companies. Some participants, especially senior managers
of SOEs, might be inclined to give some politically correct responses both
intentionally and unintentionally. Therefore, it was critical that the interview data were
triangulated with other sources to verify the data’s credibility (see triangulation

strategy in subsection 4.8.1).

To minimise the impact of these limitations, the researcher adopted numerous
strategies throughout the whole research process to ensure the trustworthiness and
credibility of this study. The details of these strategies are discussed in the following

section.

4.8 RIGOUR IN QUALITATIVE RESEARCH

The goal of this study is to “produce high quality, meaningful and relevant data, such
that it is possible to emerge valuable insights” (Whiteley 2002, 3) into the CSER
phenomenon in the context of China. To maintain a high quality of investigation, this
study adopted the trustworthiness framework of Lincoln and Guba (1985), which
comprises four criteria, namely, credibility, transferability, confirmability and
dependability. While many perspectives and terms are used in relation to validity and
reliability, these four criteria have been widely accepted in qualitative study as
substitutes for the terms ‘internal validity’, ‘external validity’, ‘reliability’ and
‘objectivity’ used in quantitative study (Merriam 2009). As stated by Whittemore,
Chase and Mandle (2001), “[c]riteria are the standards to be upheld as ideals in
qualitative research, whereas the technigques are the methods employed to diminish

identified validity threats”.
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Lincoln and Guba (1985) also listed the chief strategies/techniques to establish these
criteria, such as prolonged engagement and persistent observation, triangulation, peer
debriefing and member checks to improve credibility; thick description to facilitate
transferability; and audit to increase confirmability and dependability. Figure 4.3
illustrates the strategies/techniques adopted to diminish validity threats and to achieve
the four criteria for trustworthiness in this study.

4.8.1 Credibility

Credibility is concerned with “the adequate representation of the constructions of the
social world under study” (Bradley 1993, 436) and is judged based on the congruence
between the findings and the reality (Merriam 2009). This study adopted six strategies
to control bias and strengthen credibility.

Firstly, the strategy of prolonged engagement (Glesne and Peshkin 1992; Creswell
2013b; Lincoln and Guba 1985) was adopted in this study. The researcher was born
and grew up in Shanghai, China. She worked as a business lecturer at Shanghai
University and as an accountant at a multinational company (MNC) in China. The
researcher’s heritage and work experience in China enriched her knowledge and
understanding about the Chinese business culture and environment, with this being
helpful in building trust between business people in the field and the researcher. In
addition, this study involved extensive fieldwork. To take a closer look at the CSER
phenomenon in China from the participants’ perspectives, the researcher invested
much time in visiting companies and interviewing participants. During the period
December 2011-March 2014, the researcher went to China four times to conduct
fieldwork. In total, the researcher stayed in China for six weeks for the familiarisation
study, five months for the interviews and countless hours for informal contacts and

discussions with business people in companies in China.
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Strategy

Criterion 1 1) Prolonged engagement
Credibility 2) Member checks

3) Triangulation

4) Peer debriefing

5) Referential adequacy
6) Reflexivity

3 s
Criterion 4 Trustworthiness Criterion 2
Confirmability Transferability
\ ’ ) b
Strategy Strategy
9) Audit Trail 7) Thick desecription

8) Variation in sampling

Criterion 3
Dependability

Figure 4.3: Trustworthiness criteria and strategies

Sources: adapted from Guba (1981), Lincoln and Guba (1985), Merriam (2009), Creswell and Miller
(2000), Creswell (2013b)

Secondly, the strategy of member checks (Miles and Huberman 1994; Eisner and
Peshkin 1990; Lincoln and Guba 1985) used in this study involved interactively
probing the interview data to verify the accuracy and plausibility of participants’
meanings. After the non-taped interviews, the participants immediately helped to
verify the accuracy of all their answers as recorded in the field notes. Participants in
the taped interviews also helped to confirm the main points of their answers to the
main research questions immediately after the interviews. Having participants verify
their answers straight after the interviews was more salient than post-interview
assessment as time lags might cause participants to forget what they meant. The field
notes were written up after each interview on the same day, while the tapes of
interviews were listened to within 24 hours to identify any further clarifications needed
from the participants. When needed, several follow-up informal interviews were
conducted via telephone with some participants to further verify their meanings.

Moreover, the researcher discussed the findings of the study with some participants,
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who were available for her to meet during her stay in China, seeking their opinions on
the interpretations of the data derived.

Thirdly, the strategy of source triangulation was used to verify the construction of
reality from multiple sources (Mathison 1988; Creswell and Miller 2000; Johnson
1997; Denzin 1989). In addition to the primary data from interviews with senior
managers of companies in China, other data were collected from multiple sources,
mainly including: (1) observations and informal conversations with staff and managers
of companies in the field; (2) publicly available information such as CSR reports,
annual reports, newsletters and information on websites of the companies of the
interviewed participants, and external documents such as newspapers, media reports
and government publications; (3) Chinese professional institutions’ statistical reports
on CSER practice in China; (4) findings of quantitative empirical studies of CSER in
China, including publications in English and domestic academics’ publications in
Chinese; and (5) discussions with MBA students at Shanghai University who were

also managers of companies in China.

Fourthly, the peer debriefing (Lincoln and Guba 1985; Glesne and Peshkin 1992;
Merriam 2009; Creswell 2013b) strategy played an important part in supporting the
credibility of this study. The translators from Shanghai International Studies
University were native speakers of Chinese and sensitive to Chinese culture. Their
involvement in transcriptions and translations of the interviews and field notes ensured
both quality and accuracy. In addition, the researcher consulted with some academics
from universities in China who were sensitive to Chinese culture and who had
extensive research experience in corporate governance and management of Chinese
companies, as well as a qualitative researcher at Curtin University. The researcher’s
supervisor also followed the whole process of data collection and analysis to ensure

that any bias in data collection and interpretation was eliminated or minimised.

The fifth strategy was referential adequacy. The findings of this study were produced
from interview transcripts and presented as text and narrative to provide the true voice
of the participants. The narrative can be retrieved electronically from the interview
transcripts, which have been stored in NVivo and, in turn, can be validated against the

taped interviews and the field notes.
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The sixth strategy was reflexivity which is “the process of reflecting critically on the
self as a researcher, the human as instrument” (Guba and Lincoln 2000, 183). This was

discussed in Section 4.7 ‘Limitations’.

4.8.2 Transferability

Transferability refers to the “degree of similarity between sending and receiving
contexts” (Lincoln and Guba 1985, 297). It deals with “the extent that the researchers’
working hypotheses about one context apply to another” (Bradley 1993, 436). As
purposeful sampling is employed in qualitative study to seek an in-depth
understanding of the particular issues in a specific context, generalisation is not
applicable (Merriam 2009).

In this study, thick and rich descriptions (Merriam 2009; Creswell 2013b; Erlandson
et al. 1993; Lincoln and Guba 1985) of the research method, participants, setting,
background and context were provided and the findings were supported with adequate
quotes from interviews, field notes and relevant documents. The detailed descriptions
would enable a trained researcher to replicate the procedures and processes used in a
different cultural context and would allow other researchers to appraise the

applicability of the findings to other cases.

In addition, variation and diversity were purposefully sought in sample selection
(Merriam 2009). In this study, replicable procedures cover participants from different

categories of companies in various industries.

4.8.3 Dependability and confirmability

Dependability refers to “stability of the data over time” (Guba and Lincoln 1989, 242).
It is concerned with “the coherence of the internal process” and “the way the researcher

accounts for changing conditions in the phenomena” (Bradley 1993, 436).

According to Guba and Lincoln (1989, 243) confirmability means “data (constructions,
assertions, facts, and so on) can be tracked to their sources, and that the logic used to
assemble the interpretations into structurally coherent and corroborating wholes is
both explicit and implicit in the narrative of a case study”. It is about “the extent to
which the characteristics of the data, as posited by the researcher, can be confirmed by

others who read or review the research results” (Bradley 1993, 436).
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To enhance dependability and confirmability, the researcher left a meticulously
documented audit trail to provide the pathway of the research process and the decision
making about data analysis for tracking and checking by other investigators, in
particular, by her supervisor to ensure consistency and internal coherence (Lincoln and
Guba 1985; Miles and Huberman 1994; Merriam 2009). This audit trail would enable
other investigators to “explore the process, judge the designs that were made, and
understand what salient factors in the context led the evaluator to the decisions and
interpretations made” (Guba and Lincoln 1989, 242). In this study, the researcher has
kept the audit trail in NVivo with all the codes and categories traceable to transcripts

of interviews, field notes and other relevant documents.

4.9 ETHICAL ISSUES

This research was conducted in accordance with Curtin University’s ethical guidelines
and the Australian Code for the Responsible Conduct of Research. After candidacy
was approved, the Application for Approval of Research with Minimal Risk (Form C)
was submitted internally to the Ethics Coordinator and renewed twice when it was due.
All research data are stored in the university’s locked cabinet archive in Curtin
University’s Graduate School of Business for at least five years from the date of thesis
publication in accordance with guidelines under Section 2 “Management of Research
Data and Primary Materials” of the Australian Code for the Responsible Conduct of
Research. The digital data are password-protected. Anonymity and confidentiality of
the participants and their companies have been ensured at all times. Prior permission
was obtained from the participants and their corresponding companies in the case of
audio-taping the interviews. At the beginning of the interview, all participants were
informed about the purpose of the interview and their right to stop the interview at any

time.

4.10 SUMMARY

This chapter has outlined the research methodology of the study. It began with a
description of the constructivist paradigm that guides the study’s methodology, and
then elaborated the research design including the familarisation study, theoretical and
purposeful sampling, the semi-structured interview as the main data collection method,
and data management and analysis utilising NVivo. In addition, the chapter explained

the nine strategies (see Figure 4.3) adopted by the study to meet Lincoln and Guba’s
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(1985) trustworthiness framework with its four criteria: credibility, transferability,
dependability and confirmability.

Using the methodology described in this chapter, Chapter 5 presents the preliminary
findings that emerged in the study and Chapter 6 provides a discussion of the
discoveries in order to explain the CSER phenomenon in China.
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CHAPTER 5: FINDINGS!

5.1 INTRODUCTION

This chapter presents the findings from the semi-structured interviews with 21 senior
managers of companies in China. Thirteen participants, that is, participants Nos. 1, 2,
6, 8, 9, 10, 11, 12, 13, 15, 16, 17 and 20 were from companies that had issued CSR
reports. Eight participants, namely, participants Nos. 3, 4, 5, 7, 14, 18, 19 and 21 were
from companies that had not yet done so by the time of the interviews. As previously
mentioned, for convenience, the companies that had issued CSR reports are called
‘reporting companies’, while the companies that had not are called ‘non-reporting
companies’. The profile of these participants/companies are listed in Chapter 4, section
4.5.3.

The findings, refined from the interview data, attempt to answer the following three

major research questions (RQs) from a senior manager’s perspective:

RQ.1: What are the enablers of CSER for companies in China as perceived by senior
managers?

RQ.2: What are the barriers to CSER for companies in China as perceived by senior
managers?

RQ.3: What are the more effective ways forward to achieve improved CSER in China?

The chapter starts in Section 5.2 by presenting the participants’ general perceptions of
CSER in China, followed by the main enablers of and barriers to CSER revealed in
Sections 5.3 and 5.4, respectively. Section 5.5 then provides the participants’
suggestions for promoting CSER in China. Lastly, Section 5.6 concludes this chapter.

To present the true voice of the participants, extensive gquotes from the interview
transcripts are presented alongside each category. The utterances of different
participants are separated by a punctuation mark “/” and shown in italics. The
participants are identified by the numbers from 1 to 21 for purposes of anonymity. In

addition, as mentioned in Chapter 3, corporate social and environmental reporting

! Part of this chapter has been presented at:

Yu, Shengli, Anna Rowe, and Mohammed Quaddus. 2015. "Managerial Perceptions of Corporate Social
and Environmental Reporting in China." Presented at The British Accounting and Finance Association
(BAFA) Conference, Manchester, UK.
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(CSER) is commonly known as corporate social responsibility (CSR) reporting in

China. Therefore, ‘CSR reporting’ is the term used instead of ‘CSER’ in the interviews.

5.2 MANAGERIAL PERCEPTIONS OF CSER

This section presents the participants’ general perceptions and attitudes towards CSER
in China. Open-ended questions were asked to find out if the participants saw a need
for companies in China to engage in CSER.

The majority of the participants had positive attitudes towards CSER. Almost all
participants from the reporting companies (with the exception of Participant No. 17)
were supportive of CSER in China, as reflected in the following quotes:

It [CSR report] is a trend ... I think it is necessary to do the reporting. [Participant
No. 2] / I think it is necessary to issue such a report. [Participant No. 6] / I think it
[CSR reporting] is necessary. Currently, many companies have released such reports.
[Participant No. 8] / I think it is necessary to release such a report. [Participant No. 9]
/ 1 think it [CSR reporting] is something good for them [companies] to have.
[Participant No. 10] / I think CSR reporting is meaningful for both companies and
their stakeholders. [Participant No. 11] / I think companies in China should release
this report. [Participant No. 12] / I think there is a need for companies to do CSR
reporting. [Participant No. 13] / If they [companies] can go forward to release CSR
reports, it will be an inspiring thing ... it means they are pursuing progress, which is
gratifying. [Participant No. 15] / Of course it [CSR reporting] is valuable.
[Participant No. 16]

On the other hand, none of the participants from non-reporting companies was opposed

to CSER and many regarded it as a good practice, as indicated in the following quotes:

We can say we are not against CSR reporting. [Participant No. 3] / I think CSR
reporting is a good thing ... from the perspectives of the development of society and
the country, there is a great need for CSR reporting. [Participant No. 4] / Of course if
you report your situation to the public, it can be viewed as a good practice.
[Participant No. 5] / My answer is of course the reporting is very important to every

company. [Participant No 19]
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Some justifications given by the participants in support of CSER were as described
below. Firstly, CSER could be a good way for companies to communicate with their
stakeholders, as stated in the following quotes:

This is because the public and society have expectations on companies’ performance
in terms of social responsibility. The release of the report can be viewed as a response
to the expectations of related stakeholders ... this report is also a communication tool
with them [stakeholders] and a channel for a company to establish its brand.
[Participant No. 8] / CSR reporting is a tool for companies to communicate with the
outside world ... It helps to prevent the risks, disclose the information to the outsiders
and let investors get symmetrical information. [Participant No. 9] / This report
provides them [stakeholders] such a chance to know the companies better.
[Participant No. 11]

Secondly, CSER could improve companies’ CSR awareness and impel them to give
more consideration to their CSR practices, as mentioned by a number of participants

in the following quotes:

It [CSR reporting] will constrain the behaviour of companies and impel them to
consider more about the impact of their business operation on their stakeholders. If a
company would like to release such a report, it must have some good news to say, and
it should try to avoid being involved in any practice that may cause negative news. So,
the company will pay attention to its CSR practice in its daily business operation ...
this report is helpful to improve their [companies’] awareness of CSR. [Participant
No. 12] / Because the release of such a report would not only enhance their
[companies’] social and environmental awareness, but also force them to pay more
attention on these aspects. [Participant No. 14] / CSR reporting can be regarded as a
way to hold companies to account for their conduct to outsiders, to the government, to
shareholders and society, especially to the public. [Participant No. 16] / On the other
hand, it [CSR reporting] is a self-constraining behaviour for companies. [Participant
No. 19] / If I issue a CSR report of my own accord, to me it is a self-constraint of CSR.
[Participant No. 21]

Thirdly, CSER could be beneficial to the company image. For example, Participant

No. 7 stated: “Perhaps there is a need [for CSR reporting] from the perspective of
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building a complete public image, since the public may not know enterprises’ practice

very well”.

Although most participants saw CSR reporting as a nice thing to do, many did not
think that it was imperative for all companies. Some participants mentioned that it was
necessary for companies in heavy polluting industries and larger-sized companies to
release CSR reports owing to their larger impact on society. Typical quotes are as
follows:

It is necessary to the industries which have heavy pollution on the environment ... such
as smelting, coal, mining and our construction industry as well. [Participant No. 4] /
| think it is probably not necessary for everybody. I think it is desirable for companies
dealing with social issues, like insurance companies, where they provide protection ...
oil companies, they drill to get oil, I think they owe the people and they should have
social responsibility reporting ... I feel oil companies, chemical companies, these
companies have a big impact on society and the environment as well, should be
encouraged to have it [CSR reporting]. [Participant No. 10] / It is necessary for
companies that have a large negative impact on the environment such as heavy
polluting industries and the manufacturing industry to release CSR. [Participant No.
14] / It [CSR report] is necessary for big companies which have reached a certain
scale, since they have a large influence on the outside world, involving lots of the
general public. For SOEs and the companies of much public interest, in particular, 1
think it as necessary for them to issue [CSR reports] ... as for small businesses, like
small private business, I don’t think it is necessary for them to do so ... Company size
is one point and another is the influence of the business ... the less the products or
services your company provides are relevant to people’s livelihood or the government,
the lower your influence is ... there may not be that much desire for the report.
[Participant No. 16] / | think it [CSR reporting] is imperative for the companies that
have a larger negative impact on society and environment, for example, chemical
companies, oil and gas companies and other companies in heavy polluting industries.
[Participant No. 20]

Of all the participants, only Participant No. 17 directly said that he did not support
CSER. Although the construction company for which he worked had already issued

their report as required by the stock exchange regulator, he did not see the real value

143



of such a report. He gave two main reasons against CSER: firstly, a company’s main
responsibilities were not to the general public, but to make a profit for its shareholders
and to provide good products to customers; and, secondly, as perceived by him, it was
a waste of resources as there was no need for this information. He stated:

I don’t think our investors, clients, employees or the public will genuinely care about
such information, so I don’t think it is valuable ... What shareholders and investors
care about is profit but not these things ... I think most companies do the reporting just
to deal with the regulation and requirement ... companies should focus on the products
and services they provide ... I don’t think it is worthwhile to invest manpower, material

resources and time in such a report. [Participant No. 17]

Many other participants also considered there was a low demand for CSR reports in
China. For example, a participant from a multinational company (MNC) addressed the
problem in the following statement, although he was in favour of CSER in China:

But [if] you ask me whether it [CSR reporting] is absolutely necessary, | probably
don’t see it as absolutely necessary ... again, there is supply and demand. Is there a
demand by our average citizen for environmental and social responsibility reports? |
don’t think so. [Participant No. 10]

In addition, four participants were of the opinion that a company’s actual actions are
more important than its CSER and that the CSR performance of a company cannot be

measured only by a CSR report. They stated that:

I don’'t think it is that important whether a company releases its CSR reports or not.
What’s more important is whether they undertake their responsibility to society ...
some companies haven't released it, but they perform their social responsibility well;
actions are what we really appreciate, especially active actions. [Participant No. 1] /
Not releasing such a report does not mean [our company] does not undertake our
social responsibility. [Participant No. 3] / It is regarded as an unquestionable moral
truth for SOEs to shoulder social responsibilities ... SOEs should take social
responsibilities since they came into existence, which is not decided by a report, but
by their obligation. [Participant No. 5] / I believe a company’s real actions matter
more than words ... you cannot judge a company’s CSR performance only based on

its CSR reporting. [Participant No. 18]
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In summary, the general managerial perceptions of CSER in China, as offered by the
participants, are as follows:

e The majority of the participants were in favour of CSER in China.

e The main justifications why companies should produce CSR reports were as
follows: they are a communication tool with stakeholders; they can impel
companies to pay more attention to their CSR practices; and they are beneficial
to the company image.

e Some participants believed that CSER should not be obligatory for all
companies in China, but regarded them as necessary for companies that have a
large impact on the environment and society.

e The main reasons against CSER or justifications for why CSER was not
imperative for companies were real actions matter rather than CSER; a lack of
demand for CSR information; a waste of resources; and not companies’ main

responsibility.

5.3 MANAGERIAL PERCEPTIONS OF ENABLERS OF CSER IN CHINA

Following Section 5.2’s presentation of the participants’ personal opinions on CSER,
Sections 5.3 and 5.4 aim to explore their understanding of the CSER phenomenon in
China by identifying the enablers and barriers leading to its current status. Open-ended
questions were asked to find out what they perceived as the main enablers of and

barriers to companies’ adoption of CSER in China.

As stated in Chapter 2, the number of companies producing CSR reports in China has
increased rapidly in recent years. Emerging from the interview data, the main enablers
driving companies’ adoption of CSER in China were both internal and external,
including regulations and government influence; management awareness; benefits to
company image; peer pressure/reporting by peers; and public pressure on controversial

companies (see Figure 5.1).
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Figure 5.1: Enablers of CSER in China
5.3.1 Regulations and government influence

The influence on CSER of the government and regulators in China was widely
accepted by the participants. A clear majority (fifteen) out of all participants attested
to the fact that regulations and/or government advocacy were a large driving force
towards CSER in China. This result is in accord with the dramatic increase in CSR
reports in China after the implementation of reporting regulations for certain categories

of companies as mentioned in Chapter 3.

Eight participants from reporting companies and three participants from non-reporting
companies attributed the massive increase in CSR reports in China to the reporting
requirements issued by the SASAC and the stock exchange regulators. Some

representative quotes are as follows:

Objectively, there are related laws or regulations. For example, some listed companies
such as financial companies listed on the SSE and some categories of companies listed
on the SZSE are forced by the regulations to issue CSR reports. Recently, there are

also some regulations for SOEs. Objectively, it [CSR reporting] is unavoidable.
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[Participant No. 2] / In 2008, the SASAC issued a document requiring SOEs to pay
attention to social responsibility ... Large CGEs, such as Baosteel [Corporation],
Sinopec [Corporation]and PetroChina [Corporation], are required to disclose their
social responsibilities to the public. [Participant No. 6] / Mandatory regulations are
an invisible pressure on the enterprises. [Participant No. 7] / In 2008, the SSE issued
a mandatory requirement, forcing some listed companies to disclose the report ... you
can see now the listed companies release the report actively. It is much related to the
requirements of the SSE. [Participant No. 8] / A main reason for some companies to
release the reports is to meet the government policy and requirement of regulators.
Institutional constraints account for the release. [Participant No. 9] / The China
Banking Regulatory Commission (CBRC) requires some banks to release CSR reports
before 30 June every year, and the SSE requires listed banks to release the report
before 30 April every year ... | think the largest driving force is the policy requirement.
After the stock exchange regulators issued requirements in 2008, many companies
have released their CSR reports ... till now, many companies only do CSR reporting to
meet the requirements of the regulators. [Participant No. 13] / One reason is to
respond to the requirement of the SASAC. [Participant No. 16] / I think the main
reason that companies issued this report was in response to the requirements of the
SSE and the SZSE. You see, before the requirements, very few companies had issued
the report. [Participant No. 17] / Some companies are under regulations to release
CSR reports. [Participant No. 18]

In addition to formal regulations for CSR reporting, the Chinese government’s
advocacy was regarded as a strong enabler of CSER in China. Four participants from
reporting companies and one from a non-reporting company remarked on the
government influence on companies” CSR practice and reporting, especially on SOEs,

through the national policy. Sample quotes are reproduced as below:

We should deeply believe and fully implement the government’s macro policies,
because these policies must be beneficial to the development of our country ... because
the government places emphasis on these aspects ... our credit granting department at
headquarters has already studied the national development policy. The government
wants to cut down carbon emission, which is a main point of our future development ...
there is no doubt of our main direction; we follow the government. [Participant No. 1]

/ The government plays an important role in promoting the reporting. [Participant No.
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8] / Our enterprise is an SOE; we definitely respond to the call of the government.
[Participant No. 12]

Two participants mentioned that some senior managers of SOES are also government
officers so, for the sake of their career development, they would actively respond to
the call of the government which is their leader. For example, Participant No. 11 from
an SOE talked about the influence of the government on their CSER practice in the
following quote:

| shall say, from the beginning, it was a political need. In 2006, the State Grid
[Corporation] of China started to release CSR reports, which was highly praised and
encouraged by the Prime Minister Wen Jiabao. So, in 2007, our bank and XX Bank
actively responded to the call of national policy and started to involve ourselves in
CSR reporting ... The most important enabler is the promotion of national policy. The
encouragement of the Prime Minister Wen Jiabao is a very important enabler. You
know, subordinates will try to figure out the intention of the leader. You see that after
the State Grid [Corporation] received high praise and encouragement because of the

CSR report it issued in 2006, other companies have started to follow it.

The largest driving force of CSER in China was found to be reporting regulations and
government influence; not only was this perceived by the majority of the participants
but, as mentioned earlier, it was also proved by the historical increase of CSR reports

after the implementation of regulations and government advocacy.

5.3.2 Management awareness

Management awareness was revealed in this study to be another strong driving force
of CSR practice and reporting in China. As the participants were senior managers
directly involved in their companies’ decision making, their awareness of CSR and
CSER was perceived as a critical determinant of whether and how much CSR and
CSER were undertaken by their companies. The influence of senior managers on the
adoption of CSER was mentioned by one-third of the participants. This is

demonstrated in the following typical quotes:

Frankly speaking, at operational level, it [CSR reporting] highly depends on the

opinion of top management as different bosses make different decisions which lead to
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totally different practices. [Participant No. 2] / One of the reasons [why companies
engage in CSER] is that these companies do have a strong sense of responsibility.
There are maybe some entrepreneurs who do care about the influence of their
companies on society. [Participant No. 4] / But I think that what really matters is the
awareness of the top management of enterprises and the whole society. [Participant
No. 6] /I think it’s relevant to the management, senior managers, directors, the board
and major shareholders. In fact, it is a reflection of the management culture. It is
actually an expression of management ideas. Voluntarily issuing the CSR reports
means they would like to accept their social responsibility and tell the public what they
have done ... different companies have different motivations, I think it’s mainly decided
by the ideas of their top management. [Participant No. 7] / I think this is relevant to
the awareness of the management of companies. [Participant No 9] / Our top
Management’s awareness of CSR has improved. [Participant No. 11] / Our chairman
of the board once said in any case we must do it [issue CSR reports] ... our top

management has paid high attention to it. [Participant No. 15]

As senior managers of their companies, the participants’ level of awareness had
influence on their companies” CSER practice. Eight out of thirteen participants from
reporting companies talked about their corporate responsibilities towards society and
showed strong CSR awareness. Over half of these participants were from SOEs, which
might be relevant to the government advocacy of CSR. Two examples of quotes are as

follows:

Of course we need to consider our social responsibilities ... economic development
can be delayed, but the environment must be sustainable. When we select the projects
to provide loans and grant credits, we pay much attention to their influence on society
and the environment ... Our bank, especially as a state-owned bank, has credit
acceptance guidance every year, which requires us to consider whether the projects
have positive influence on society, resources and the environment. [Participant No. 1]
/ Our bank’s culture lays emphasis on CSR. We always advocate combining CSR into
our corporate development strategy with the guidance of the Scientific Outlook on
Development, and endeavour to create more value for our shareholders, customers,
employees and the society ... Our bank as a whole has fostered a strong sense of social

responsibility ... As a large state-owned commercial bank, we have the unavoidable
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responsibility of a corporate citizen to our country and people. Our operating strategy
is to maximise the benefits of our stakeholders including shareholders, customers and
employees and so on. So, we pay close attention to our responsibilities to society, our
people and our country in our daily operation. [Participant No. 11]

In addition, some participants not only acknowledged their accountability towards
their stakeholders, but also showed gratefulness for their support. They expressed their
willingness to actively fulfil their CSR as a return to society and to undertake CSER
to communicate with stakeholders about their practices. For example, Participant No.
12 stated:

The success and accomplishment of our enterprise rely on the support of our
shareholders, investors, employees and society. So, as a return to society, we actively
undertake our social responsibilities all along. Our enterprise always has the value of
dedication to society to mould ourselves ... We always follow the principle of providing
good products with a good heart and fulfil our social responsibilities in aspects such
as ensuring food safety, caring for employees, protecting the environment and
servicing the society. CSR reporting gives our customers, investors and other
stakeholders a chance to know our CSR awareness and practice. It is a good
communication tool ... We engage in CSR reporting completely of our own free will.
The goal of our enterprise is to be an outstanding corporate citizen fulfilling social
responsibilities in all aspects. The social responsibilities we take on are not only
charitable donations, but are also long-term responsibilities to our customers,

employees, shareholders, the community, the government and the environment.

Moreover, a few participants stated that CSR was part of their company culture. For
example, Participant No. 2 from a multinational company (MNC) told the researcher
that the company for which she worked had a professional department dealing with
CSR issues, and she explained her understanding of CSR as follows: “CSR is not
simply equal to donating money or doing charity, which is a very narrow concept;
CSR has to be integrated with the company’s long-term strategies and development

plans, since it is a vital factor of corporate governance”.

In addition to claiming that they had attached importance to CSR, many participants
from reporting companies also talked at length about their companies’ CSR practices,

such as the Green Action Plan to reduce energy consumption in their production and
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operation, and active involvement in various philanthropic donations and social
charities and programs to interact with local community residents. For example, two

participants said:

During the World Expo, we provided more than 30,000 volunteers, those who now still
maintain and carry forward the volunteer spirit ... 13 subsidiaries in Shanghai have
programs concentrated on the interaction with community residents, such as volunteer
teaching for migrant children ... [Participant No. 6] / We are actively involved in
philanthropic donations and social charity. Last year, over 4,000 volunteers and up to
CNY 28.16 million from our bank were devoted to public welfare sectors. [Participant
No. 11]

A participant from a large SOE bank explained that, in order to promote environmental
protection and social well-being, the bank had preferential policies to support projects
relevant to photovoltaic power, wind energy, solar energy and also to indemnificatory
housing. He also remarked that “/s/ome small banks may care more about profit, some
heavy polluting projects may still be granted credits, but this will never happen in our

bank or other state-owned banks” [Participant No. 1].

Senior management awareness and support were regarded as being crucial to the
implementation of CSR and CSER at their companies. Evidently, many participants
who were senior managers from reporting companies showed a high level of CSR
awareness and a strong supportive attitude towards CSER. Furthermore, most of the
reporting companies had undertaken many CSR activities which were disclosed in

their CSR reports and on their websites.

5.3.3 Benefits to company image

Benefits to company image turned out to be another primary driving force of CSER in
China. Although management’s intrinsic awareness could be a large enabler of CSER,
many participants remarked that this might not be strong enough to drive the CSER
practice in some companies. Some participants admitted that companies always
considered the returns before they allocated the resources, as highlighted by Participant

No. 7 from a non-reporting company in the following statement:

After all, all enterprises aim at making profit and, if issuing the reports can bring

benefits to companies, they will be willing to issue the reports ... Frankly speaking,
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companies always do things beneficial to themselves. No matter what they do, they
always think whether it is good for the sake of their business. If the reporting is bad
for the enterprise, they will never engage in it.

Seven out of thirteen participants from reporting companies mentioned that CSER was
beneficial for company brand image. These participants saw the servicing of CSER as
a tool of publicity and advertising, as indicated in the following sample quotes:

This report is also a communication tool with them [stakeholders] and a channel for
the establishment of a company’s brand. [Participant No. 8] / We have begun to
proactively disclose information via CSR reporting and take it as an instrument to
promote our image and restrain our behaviours. [Participant No. 9] / It’s about
company image. To give a good impression to the customers is another motivation ...
It helps us to let our stakeholders know our CSR practice, which is beneficial to our
corporate image and brand construction. [Participant No. 11] / CSR reporting is
helpful to improve company image ... they [many companies] only take it as a tool to
promote their corporate image. [Participant No. 13] / If you issue your CSR report,
whether you are listed or not, you can broadcast to the outside that your company has
been geared to international norms, which is pretty good. [Participant No. 15] / Also,
it’s to enhance our social image. [Participant No. 16] / Some companies may do so

[issuing CSR reports] for the sake of their company image. [Participant No. 20]

Importantly, five out of eight participants from non-reporting companies also
considered that a proportion of companies issued their CSR reports mainly for the sake

of their company image. Some sample comments are:

Some companies [issuing CSR reports] are just for reputation. [Participant No. 3] /
[CSR reporting] can also be advertising for corporate image. [Participant No. 4] /
These [CSR] reports will give the enterprises the advantage of maintaining better
customer relationships and public image ... There are also other companies, the
reason for them to engage in CSR reporting is mainly for improving their image,
packaging and advertising themselves. [Participant No. 7] / Some reporting
companies have their [CSR reports’] purpose as propaganda for their image.
[Participant No. 18] / Companies will consider what the real benefits are if they
report ... including economic benefit, goodwill and company image. [Participant No.
21]
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In addition, the researcher reviewed the CSR reports and websites of the sample
companies, and found that many mentioned the CSR-related awards that they have
won. One participant told the researcher that their top management were keen to see
their CSR reports win some awards from the media or some government institutions
which would be good advertising for their company. During the interviews, four
participants from reporting companies talked about the CSR awards won by their
companies, or showed their desire to win these rewards, as indicated in following

quotes:

As you can see from our website, in both Hong Kong and Mainland China, our
company has won several CSR awards. [Participant No. 2] / Our entire corporation
has also received much recognition, including a China Charity Award, awards from
the Dow Jones Sustainability [Indices], a local model civilisation unit, an outstanding
CSR report award and so on ... I think it is necessary to issue such a report. For
example, this year all the contestants of Shanghai model civilisation units are only
considered if they have issued this report. [Participant No. 6] / Because the media
organised some rating and forums of CSR reporting, which bring some pressure on
companies ... Also, there are some awards. All these are both pressure and
encouragement to companies. [Participant No. 8] / In 2011, we won 10 CSR awards
from various organisations and the media ... Winning these awards is helpful in
improving company image, brand image and will benefit public relations and

marketing as well. [Participant No. 11]

Moreover, from the departments responsible for preparing CSR reports, it could be
seen that enhancing company image was a major motivation for companies to engage
in CSER. In many companies, it was the public relations (PR) department, brand
publicity department, brand promotion department or corporate communication
department that took the responsibility to produce their CSR reports. Participant No. 2
from a multinational professional services company that provides business

consultancy also remarked that:

Most companies do not have a separate CSR department; their CSR reports are
basically PR-oriented, are under the charge of corporate communication or PR
departments. As they [do CSR reporting] for their corporate image, it’s driven by

PR ... Generally speaking, CSR is a relatively new concept. Many companies take it
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as a supplement to public relations management, merely doing a little charity or

enhancing company image by media reporting, which is a very narrow concept.

A number of participants perceived that CSER was beneficial to company image,
stating that a primary motive for companies in China to publish their CSR reports was
to enhance their company image.

5.3.4 Peer pressure/reporting by peers

Peer pressure/reporting by peers surfaced as another major driving force of CSER in
China. Seven out of thirteen participants from reporting companies talked about their
peer companies’ reporting practices. It seems many companies were keen to keep up

with their peers’ practices or with the trend of CSER in their industries.

For example, Participant No. 13 from a non-listed bank, which was not subject to any
requirements but chose to voluntarily publish its CSR reports, stated that all the banks
listed on the SSE were required to issue CSR reports: he added “/w/e can feel the
pressure from our peers. As other banks have all issued the report, we would like to

keep at the same level with them .
Some other participants made similar statements as follows:

| think it [CSR reporting] is a trend. In a long-term view, releasing CSR reports ahead
of the trend gives a company its competitive advantages. [Participant No. 2] / Our
foreign counterparts and some domestic counterparts had issued this report, which
was worth learning. [Participant No. 9] / The three largest dairy companies... all of
us have released the report. [Participant No. 12] / Because nowadays in China, we
have some companies that are chasing the trend. When they see the mandatory
requirements on some listed companies, they promote themselves as well ... These
companies just go with the flow. [Participant No. 15] / Listed companies follow their
overseas counterparts ... Because large foreign oil companies usually release their
CSR reports. [Participant No. 16] / Many of our peer companies are also issuing CSR

reports. [Participant No. 20]

In addition, five out of eight participants from non-reporting companies stated that

companies referred to the practices of their peer companies. Two participants directly
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said that they would issue CSR reports if the majority of their peers had done so. Their
statements are reproduced below:

It depends on the trend in society. If many companies have released their social
responsibility reports, | am not saying 100%, if over 50% of the companies do so, we
will also be willing to release our report, even if there’s no mandatory regulation. Or
if other companies in our industry do so, we will also do so. Although we will not be
the first one to release the report, we will follow the majority if they do. [Participant
No. 3] / We will also take consideration of our peers’ practices. If most of them are
issuing [the report], we will do it too. [Participant No. 14] / If it [CSR reporting]
becomes a trend, we will consider it as well. [Participant No. 18] / Another possibility
is that they are under pressure from their peers in the same industry [Participant No.
4] /1 think from the perspective of companies, they look at each other, they may need
an atmosphere where the majority are issuing the report, which will put pressure on

those who are not. [Participant No. 7]

Peer pressure as a main enabler of CSER in China was identified by over half of the
participants in this study. Although since 2008 only a small portion of companies have
been required to issue their CSR reports in China, since then far more companies have

also issued their CSR reports. This is in accord with the explanation of peer pressure.

5.3.5 Public pressure on controversial companies

Public pressure, especially on companies with negative news, was regarded as another
driver of CSER in China by some participants. Although the majority of the
participants reached a consensus that public awareness of CSR and CSER in China
was fairly low, some felt that it had improved in recent years. In addition, some
participants asserted that the public paid much more attention to controversial
companies with negative news. These companies were perceived to be under much

greater pressure to prove they had fulfilled their responsibilities to society.

As Participant No. 20 stated, “/t/here has been increasing media coverage of CSR and
companies’ misbehaviour, which helps to improve the public awareness of CSR”.
Furthermore, Participant No. 7 pointed out that the development of social media
technology played an important part in improving public awareness. He explained that

nowadays anyone could simply take a photo of companies’ misbehaviour and post it

155



with a description on a microblog on the internet. Shortly thereafter, the public would
all know about it; therefore, companies could not hide negative news as easily as
before. As the public is paying more attention to companies’ misbehaviour, companies
are under more pressure to prove they have fulfilled their responsibilities to society,

especially the controversial companies with negative news.

As pointed out by four participants, some controversial companies with negative news
issued CSR reports as a result of public pressure. Two examples of quotes are below:

These companies that have released CSR reports may be the ones that have
controversial issues in society ... Some companies, including foreign companies and
private companies, when they are under pressure from negative news or the media to
eliminate these concerns, they may release such a report, telling how much they’ve
done for society. [Participant No. 5] / Some companies in polluting industries or
companies with negative news are facing large public pressure. They need to justify
that their business operation is legitimate which can be a motive to do CSR reporting.
[Participant No. 18]

In addition, it seems controversial companies were more willing to issue CSR reports,
with CSER able to be used as a communication tool to reduce public concern.
Participant No. 12, from a reporting company experiencing an industry crisis, stated
that:

Currently, there is much negative news of food safety in the dairy industry in China. |
think it is necessary to strengthen our communication with the customers, the media
and the other stakeholders to improve the confidence of the market towards our
enterprise and the whole Chinese dairy industry ... You know, as there is too much

negative news of the Chinese dairy industry, our whole industry is in a trust crisis.

With public awareness of CSER perceived to be low in China, some participants
pointed out that a driver of CSER for controversial companies was being under greater

public pressure to legitimise their operations.

5.4 MANAGERIAL PERCEPTIONS OF BARRIERS TO CSER

Very little existing literature has explored the barriers to CSER; however, investigating

these barriers is worthwhile as they hinder the adoption of CSER by companies. The
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researcher interviewed eight senior managers from non-reporting companies with the
remaining 13 senior managers from reporting companies also sharing their
understanding of the barriers to companies’ adoption of CSER in China. This study’s
findings revealed five main barriers, including two internal and three external barriers
(see Figure 5.2) that held companies back from adopting CSER: details are provided

in the next five subsections.
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Figure 5.2: Barriers to CSER in China

5.4.1 Insufficient regulations

Although a small portion of companies have been subject to some reporting
requirements since 2008, CSER s still on a voluntary basis for most companies in
China. All the non-reporting companies in this study were not obligated under any
reporting regulations. Five out of eight participants from these non-reporting
companies emphasised that their companies were not required to release this report.
Moreover, some mentioned they would definitely comply if they were subject to any
reporting requirements. These participants from non-reporting companies were

inclined to think they had no obligation to issue CSR reports if they were not subject
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to any regulations. The following quotes are typical responses that represent the
attitude of these participants:

We are not obligated under any mandatory requirement by the government to release
this report ... currently, we are inclined to take it as an issue of law and regulation. If
there is a requirement by law or regulation, we will definitely do so. If it is by our own
choice, then we may do it or may not ... In Europe, many companies release the report
because of the regulations. Without the regulations, most of the companies would not
do so. It is the same in China. [Participant No. 3] / Because we are not obligated under
any reporting regulations currently, we do not take it [issuing CSR reports] as urgent.
[Participant No. 4] / We are not required by any related regulations to do so.
[Participant No. 14] / We are not obligated under any regulation to issue this report ...
if the regulators think the report is necessary to us and require us to produce it, we
would follow the regulation. But currently, 1 do not think it is imperative, as our
company does not have a large impact on the environment and society. [Participant
No. 18] / There are no regulations requiring us to issue the CSR reports. [Participant
No. 21]

Participants No. 5 and No. 7 from non-reporting companies asserted that most
companies lacked motivation to go beyond compliance reporting. They made the

following comments:

Mandatory regulations are invisible pressure on the enterprises. The report can be
seen as a commitment by enterprises to the public, to society, of what they do and what
they should do. Without a mandatory requirement, enterprises in general do not have
motives to issue the report. [Participant No. 7] / If there is no mandatory requirement,

but just a suggestion, I don’t think all companies will engage in this reporting.

[Participant No. 5]

In addition, three participants from reporting companies regarded the lack of

regulations as a barrier to CSER in China. They commented:

| think a regulated reporting system needs to be built. If there is no system, especially
in the society of China, companies will think why should we release CSR reports while
others do not? [Participant No 1] / One barrier is that there is a lack of regulation

relating to small and medium-sized enterprises. [Participant No 6] / If it is voluntary,
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many companies are unwilling to issue the report. But once there is a law or regulation

requiring them to release the report, they will definitely do so. [Participant No 11]

Furthermore, some participants pointed out that the lack of requirements within a
standardised reporting framework was an obstacle impeding the development of CSER
in China. The various guidelines offered by the regulators were perceived to be too
loose with companies given a large degree of freedom to choose the information that
they released. Therefore, companies’ CSR reports might not reflect their real CSR
practices. Two participants mentioned this problem in the following quotes:

As for the report, it is not made by an independent third party, but by the company
itself. You know, in companies and schools, when managers or teachers ask for a self-
performance review, some people who are good at boasting about themselves could
make a really good report, while the others who are not or do not attach importance
to the report may only write a few words. So, we cannot judge a company’s real social
responsibility practices only by its reporting. Good reports are not always a guarantee
of good practice. [Participant No. 3] / I think there will be less people willing to read
it as it has little value. The Chinese language has many neutral words. Any Chinese
report put on the table will not be sharp unless there is explicit instruction to be so ...
That is to say, most of the words in the report are organised in a neutral way. If we
replace one company’s name with another one, the report would be identical. So,

people will not pay a high level of attention to the report. [Participant No. 5]

Four participants expressed their concerns that the lack of a standardised reporting
framework might give companies opportunities to selectively disclose good news, as

indicated in the following quotes:

There is no mandatory index or framework which causes the failure of companies to
produce standardised CSR reports and enables them to choose the good news
beneficial to themselves to release ... The released CSR reports usually only cover
good news and very little bad news is mentioned ... It does not impact on the companies
whether the information they disclose is real, or how much information they disclose.
[Participant No. 9] / I am not saying all of them, but the majority of the reports only
mention good news. The reports are decorated with beautiful pictures and look like
advertising flyers. The reports of different companies or the reports over the years

have similar content. Furthermore, some companies release very good CSR reports,
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but their CSR practices are not so good. [Participant No. 12] / Nowadays, the majority
of the CSR reports, with the purpose of gaining publicity rather than the sincere
commitment to CSR, only selectively disclose good news. [Participant No. 14/ / What's
the main point now? Lack of completeness. They [companies] only tell you what they
want to say; for the things they do not want you to know, they will take it to the grave.
[Participant No. 21]

In a nutshell, a large barrier to CSER in China was revealed to be insufficient
regulations. Companies that were not subject to reporting regulations did not feel
obligated to go beyond compliance reporting. In addition, the lack of requirements
within standardised reporting frameworks was regarded as impairing the credibility
and value of CSR reports.

5.4.2 Lack of management awareness

As discussed in subsection 5.3.2, senior managers had substantial influence on their
companies’ CSER practices. While management awareness in some companies was
found to be a major driving force of CSER, lack of management awareness in other
companies was revealed as a large barrier to CSER. As suggested by the participants,
in some companies, management did not attach importance to CSR and CSER which
was a large disincentive to CSER within their companies. Three participants from

reporting companies remarked on this problem as follows:

Another common problem is, in many companies, the management with real power do
not see CSR and morality as core values. Some top managers didn’t seem to attach
enough importance to them ... In other words, the management of some companies
has fairly low awareness of CSR. [Participant No. 11] / This is because the top
management has not paid enough attention to the reporting. [Participant No. 13] /
Another problem is the awareness of these companies has not reached that high level.
[Participant No. 16]

Participant No. 17 directly said that he did not think companies were accountable to
the general public and all stakeholders, adding that “/z/he main purpose of a company
is to create wealth for its shareholders, and to provide good products and services to
its customers”. Some other participants seemed to be more willing to take on these

responsibilities in relation to economically powerful stakeholders but not to the general
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public. For example, Participant No. 3 from a non-reporting company made the

following comment:

| think the first responsibility of a company is to its customers, the second is to its
employees and the third is to its shareholders, then to the public last. These are all the
parties a company serves. However, now there is a bad tendency that a company is
regarded as meeting its social responsibility only when it does good things for other
parties apart from its customers, employees or shareholders. | think this view is too
narrow. The first responsibility of a company is to produce best-quality products which
satisfy its customers. Next, it should consider the welfare of its employees. Most
companies in China do very well in these aspects.

In addition, it is worth noting that some senior managers might be aware of CSR but
not of CSER. For example, Participant No. 19 from a non-reporting company actually
showed a fairly high level of awareness of CSR and the company for which she worked
had undertaken many CSR activities, but she was not aware of CSER as it was
comparatively new in China. Many other participants also did not have a clear idea of
CSER. As discussed in Section 5.2, some participants thought that real action matters,
not reporting, and a few participants asserted that CSER was not necessary for
companies that did not have a large impact on the environment or society. Half of the
participants from non-reporting companies directly admitted that they had little
knowledge of CSER:

I haven’t read this kind of report and I have never talked about it with my friends.
[Participant No. 3] / Lack of awareness is a big obstacle. Most training for us as senior
managers of listed companies is technical, such as stock trading. There are quite a lot
of similar ones. As for CSR reports, if you were not doing this interview with me today,
I would not be aware of it. [Participant No. 7] / | do not know much about CSR
reporting. [Participant No. 18] / We know little about CSR reporting. We only realised

that companies can produce CSR reports after we knew you. [Participant No. 19].

In some companies, senior managers did not attach importance to CSER, which could
be due to their lack of awareness of either CSR or CSER. Without the support of
management with real decision-making power, companies tended to lack internal

motivation to produce their CSR reports.
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5.4.3 Increasing costs without an appropriate economic return

Increasing costs due to the adoption of CSER appeared to be a significant concern of
companies, which was raised by a number of participants. The following quotes are
typical examples:

Higher ethical standards will increase costs of the companies, including management
cost and operation cost. [Participant No. 7] / [The managements of some companies]
are unwilling to input too much labour and money [on CSR reporting]. [Participant
No. 11] / Cost is another concern. [Participant No. 13] / They [top management] are
unwilling to invest too much in it [CSR reporting]. [Participant No. 16] / Some
companies, especially private companies, may be unwilling to bear the cost [of CSR
and CSERY]. [Participant No. 20]

Quite a few participants admitted that companies were profit-oriented when they made
decisions, including decisions concerning CSER. If companies perceived that they
would not receive an appropriate economic return from CSER, they would avoid the

cost. Typical quotes are as follows:

After all, all enterprises aim at making profit and if issuing the reports can bring
benefits to companies, they will be willing to issue the reports. [Participant No. 7] /
Especially for some private companies, their managers predominantly focus on the
financial return of their investment. They will consider “if I invest money on CSR
reporting, can | receive a satisfactory financial return from this investment?” If the
answer is no, they may not be willing to engage in the reporting ... They do not think
they can get an appropriate return if they invest in it [CSR reporting]. [Participant
No. 11] / For those small companies, one consideration is the cost and another is profit.
If small companies engage in CSR reporting, can they get any economic benefit from
it? ... Consider the cost and CSR reporting can’t bring companies direct economic
return. Doing this reporting may indicate a potential, invisible and soft improvement
of companies. But from the viewpoint of revenues, they have no direct economic return.
[Participant No. 16] / I don’t think we can get a reasonable return from the money
and manpower we invest in it [CSR reporting] ... the cost is listed in the annual report,
but we cannot see the financial return [from CSR reporting]. [Participant No. 17] /

But in the short term, they [companies] cannot receive an appropriate financial return
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from the investment [in CSR and CSR reporting] to cover the cost. [Participant No.
20]

When talking about companies’ CSR and CSER decisions, some participants stated

that the priority of companies was profit, as indicated in the following quotes:

The management usually has an idea of CSR. They won’t say CSR is meaningless, but
they have to decide what the priority is. In China, making profit is always listed first.
[Participant No. 2] / Facing the choices relevant to economic interest, enterprises are
often self-centred. [Participant No. 7] / Usually they [companies] care more about the
financial return ... Since the implementation of the reform and the Open Door Policy
in China, companies in China have been paying a lot of attention to pursuing short-
term economic benefits, and ignored fostering long-term inner spirit. [Participant

No. 11] / Another concern is the influence on current profit. [Participant No. 15]

Two participants from non-reporting companies asserted that the priority of companies
was to make profit. They regarded the most important responsibility of a company to
be providing good economic returns to investors and good products/services to

customers, as indicated in their statements below:

An enterprise is an economy that means to pursue profit. It aims to make profits, so it
may intend to avoid some social responsibilities ... The most important social
responsibility of a company is to maintain a good operation. Especially for listed
companies, it is a larger responsibility to bring investment returns to shareholders. If
a company performs poorly, has poor economic returns, even if it participates in
charity and donation events, it still fails to fulfil its real social responsibility.
[Participant No. 7] / A company will not be successful if an entrepreneur has a strong
sense of social responsibility, but does not have the ability to run a business. If the
company cannot deliver good products or make profit, it is meaningless to read its
report. If you cannot run your own business, it is unrealistic for you to do a good thing

for others. [Participant No. 3]

Taking into consideration cost and profitability, companies were reluctant to engage
in CSER or to dedicate too many resources to it. For example, Participant No. 13 from

a reporting company stated:
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Now we do not have enough personnel and money to do so. We only start making our
report two or three months before the deadline every year. The employees who make
the report also have many other duties at the same time ... They [top management] are

unwilling to spend too much on it.

In addition, Participant No. 2 from a world-renowned professional services company
mentioned that companies in China were unwilling to input many resources to CSER
which was a barrier to CSER development in China. She made the following comment
when talking about the CSER practices of their clients:

The lack of professionals and resources is another reason for the failure of CSR
reporting in China. Here is an interesting situation. Many multinational corporations’
headquarters [outside China] issue citizen reports, CSR reports or sustainability
reports, while their branches or subsidiaries in China do not. All they do is translating
the English version into Chinese or, at most, add a little information about their
operation in China. Currently, they do not have the staff or ability for making CSR

reports, which needs to be improved.

While some companies were unwilling to spend a significant amount on CSER, others
simply could not afford it. Some participants showed an understanding of this situation
in which many companies in China, especially small and medium-sized companies,
continued to struggle to survive, so their priorities had to lie with profitability. The
reality was that, facing fierce competition, these companies must strictly control their
costs; otherwise, they would very soon be out of business. Some statements from the

participants are reproduced below:

A poor man cannot afford his own living, but he would like to give money to others
which is ridiculous. Whether you have the ability to help others is decided by your
economic situation. If you are a problem to society, how can you help others? So you
should do your own business well first, then do good things for others. [Participant
No. 3] / After all, an enterprise must have economic profit to support its social
responsibility. Some small and medium-sized enterprises may still have a lot of
difficulties in maintaining their own business and development, or don’t have enough
energy to do it. [Participant No. 6] / It is mainly the private and small companies that

have not released reports yet. They have not reached that stage as they are still
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suffering from the pressures of surviving. Social responsibilities will not be taken into
consideration until the company reaches a certain stage when it is not facing the
problem of surviving. If a company is still striving for its survival, it may not consider
the social responsibility issues at all. [Participant No. 8] / In a highly competitive
market, some companies have problems remaining a going concern, let alone taking
care of these social and environmental issues. [Participant No. 17] / Some small
companies may not be able to afford the cost. [Participant No. 20]

Some participants also pointed out that CSER practice largely depended on the
economic status of a nation and a company. As China was still a developing country,
it was believed that some companies in China could not afford to pay as much attention
to CSER as those in developed countries which were much stronger economically. In
some cases, it was inevitable for these companies under intense economic pressure to
focus on their own business in order to survive. Extracts of some of the quotes are

stated below:

We should adopt a gradual process according to our national conditions and focus on
the priorities. If we took the highest standards directly from developed countries, our
domestic companies would suffer a huge loss and so would our economy, so a gradual
process is necessary. [Participant No. 4] / The People’s Daily once issued an article
stating that developing countries are focused on the sole aim of developing. We should
be tolerant to such development ... Some European and the US enterprises really pay
attention to it [CSR] because they have developed beforehand. In order to survive,
some small companies need to focus on profit-seeking ... CSR will be widely accepted
only when the economic development and moral levels have been elevated to a certain
degree. [Participant No. 6] / Because China is different from other countries,
especially some developed countries; it is at the developing stage. At this stage, most
companies pay more attention to their economic outputs and their industrial
development, and have not taken account of the damage they do on the Earth, social

or human; they haven'’t thought about it. [Participant No. 19]

Over half of the participants associated companies’ CSER decisions with their concern
for increasing cost, particularly when it was believed that CSER did not achieve an
appropriate economic return. It was perceived that in the current business environment

in China, most companies focused on economic profit as they were under the pressure
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of achieving economic business outcomes, which will be elaborated in subsection 5.4.5.
Some participants also pointed out that companies still struggling to survive in China
might not be able to bear the cost of CSR and CSER.

5.4.4 Low-key Chinese culture and non-reporting by peers

The Chinese cultural trait of being ‘low-key’ emerged as another significant barrier to
the disclosure of CSR information to the public by companies in China. A number of
participants mentioned the low-key Chinese culture, as shown in the following quotes:

We are relatively low-key and not doing enough in communication. [Participant No. 2]
/ Chinese people are low-key and they tell little but do much ... in a Chinese cultural
background, we don’t take the reporting for granted. [Participant No. 5] / Many
companies keep low-key. [Participant No. 12] / Companies all choose to stay low-key.
[Participant No. 14] / Other enterprises keep their heads down doing things in silence

and are more low-key. [Participant No. 15]

The majority of participants from the non-reporting companies stated that their
companies actually had undertaken many social responsibilities but they just did not
talk about it. This is in accord with participants’ opinions that real actions matter rather
than reporting, as mentioned in Section 5.2. For example, Participant No. 3, who was
from a non-reporting company that had sponsored the family education system to
encourage creative learning for 14 years and made large donations every year, made

the following comment:

We don’t publicise what we have done, since we are low-key. If the reporting is useful
to communication and supervision, then we shall advocate it. But, if some companies
take the reporting as a way of popularising themselves in order to make more profit,
we cannot say they undertake their social responsibilities, since their reporting is a
form of advertising ... Some people say it but never do it, and others do it but never

say it ... so we should look a little bit deeper.

When the researcher questioned further about the nature of a low-key culture, the
participants explained that they did not want to draw unwanted attention or create
unnecessary risks. Participant No. 3 also quoted an old Chinese saying “a tall tree

catches much wind” which means if a person is high profile and stands out from the
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crowd, he will attract more attacks as he generates more attention. This point of view
was shared by a number of participants. Typical examples included:

Chinese people are low-key, partly because the environment in China is sometimes not

friendly. People will doubt their [companies’] purposes if they show off too much
doing charities. [Participant No. 3] / Some enterprises actually have done a lot, but
they do not want to talk about it because, in today’s society, if an enterprise says too
much, and it cannot keep its word, it will be attacked by society. Although its intention
is good, it still runs a risk of being attacked. [Participant No. 7] / They think if they
issue a report, they’ll attract some unnecessary attention. If they don’t issue the report,
nobody knows and nobody outside will recall because you don’t hear, you don'’t see,
you don’t ask. If you see a report, you will focus on that. [Participant No. 10] /
Companies may be worried that the release of CSR reports will draw some unwanted
attention and cause some trouble and risk. [Participant No. 11] / | think the main
reason is because they want to avoid troubles. If a company releases negative news, it
is highly probable it will be attacked by the media. So, many companies keep low-key.
[Participant No. 12]

Importantly, many participants pointed out that a reporting company would stand out
and attract much attention if its peer companies were not reporting. Hence, influenced
by the low-key Chinese culture, companies resisted taking the lead to issue CSR

reports if it was not a trend in their industry. Some typical quotes are as follows:

The Chinese are unwilling to stand out, so companies in China would not like to take
the lead in releasing the report. [Participant No. 3] / The other main reason is about
Chinese traditional culture. Chinese people are low-key and they do not want to be the
first one to do anything. They do not want to be put under the spotlight because they
release a report. [Participant No. 5] / In the background of Chinese culture, people
are fairly low-key and indirect, and try to avoid taking the lead in doing anything.
[Participant No. 11] / As far as | know, most of our peer companies have not issued
this report. We do not want to take the lead, as there are uncertainty and risk. Our
board will not be happy with these, so we’d rather stay low-key. [Participant No. 14]
/ We are not a high-profile company. We will not take the lead to issue such a report.
[Participant No. 18]

167



Ten participants talked about the influence of the low-key Chinese culture and/or
avoiding take the lead in CSER in China. The rationale behind this low-key culture is
to avoid unwanted attention and risks. When CSER was not a common practice among
peer companies, companies were discouraged by their concerns about the risk of
standing out. If CSER was a common practice, this concern would be much less, and
companies were more likely to engage in CSER (see subsection 5.3.4).

5.4.5 Perceived lack of public awareness

The perceived lack of public awareness of CSR was uncovered as a primary barrier
hindering the adoption of CSER in China. The majority of participants agreed that
public awareness of CSR and CSER in China was quite low although some thought it

had improved in recent years.

Five out of eight participants from non-reporting companies expressed their doubts
about CSER’s value. They perceived that very few people were interested in this
information, so they did not think it was worthwhile to invest time and effort in CSER.

They remarked:

Even if companies released CSR reports, people might not pay much attention to it.
[Participant No. 5] / Actually it’s a problem about awareness; it’s relevant to the
social environment ... There’s no individual or organisation, including securities
exchange regulators, asking our company for social and environmental information.
[Participant No. 7] / Because most Chinese people have low awareness of CSR, they
will not actively pay attention to the reports ... The public awareness of social
responsibility in China is fairly weak ... they are never concerned about this
information. [Participant No. 14] / | do not think the general public in China would
actively pay attention to CSR information. Their awareness has not reached this level.
Without readers, why should companies produce this report? [Participant No. 18] /

Maybe there are [readers], but only occasionally. [Participant No. 21]

A number of participants from reporting companies also addressed the low public

awareness of CSR. Typical comments included:

The public in China pay little attention to them [companies’ social and environmental

impacts] because they do not feel it is relevant to them ... in China, the [CSR]
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awareness of the general public is relatively low ... I think currently the positive
atmosphere of paying attention to CSR has not been formed in the whole society.
[Participant No. 6] / Currently, the general public do not know it well and care little
about it, since social responsibility is a relatively new concept in China. [Participant
No. 8] / Chinese society and the public have little awareness or pay little attention to
CSR. [Participant No. 9] / Only when there is a certain accident, a certain event
happens, they [the public] will talk about it, but you know, after months or even a few
days, nobody will worry about it. [Participant No. 10] / Our awareness is still very
low, compared with developed countries ... They [the public] may think this
information is irrelevant to them and is only a way of advertising ... Currently, the
pressure from society is not strong enough to push the companies to release their CSR
reports. [Participant No. 11] / The report is relatively new in China. Many people,
even some managers, have no idea about it. So, not many people pay attention to CSR
information. [Participant No. 12] / If there is no impact on them, according to the
present education and awareness of the Chinese people, they [the public] definitely
will not care about it. [Participant No. 16] / | doubt the real value of this report as
most Chinese people, with such a low awareness, never actively read it [Participant
No. 17] / I think the general public may not be interested in this information. Many of

them are not aware of CSR. [Participant No. 20]

Moreover, Participant No. 13 told the researcher that his company put an email address
on its CSR reports to receive feedback or enquiries from readers, but never received

any emails, so he considered that the public did not pay much attention to the report.

Many participants remarked that companies are under little public pressure in terms of
their social and environmental impacts, as they were mainly measured by their

economic performance. Some typical quotes are as follows:

When a listed company issues its statements, people and investors will not pay
attention to the information about its social responsibility, but focus on economic data
instead ... Since the reform and opening-up in the recent three decades, we have
achieved high-speed development and the Chinese people have become very sensitive
to economic numbers, such as GDP and economy growth rate. However, there are

many other things that cannot be presented in these numbers, but they are also worth
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our attention. [Participant No. 1] / Now, all the policies are GDP and [economic]
performance-oriented ... the long-term public interests are not adequately protected.
[Participant No. 6] / There is more pressure on the economic indicators. The number
one issue investors care about is share price [Participant No. 7] / Compared with
others, listed companies bear more pressure on profits. Additionally, most of the
Chinese stock investors are short-term or mid-term operators. In other words, they
[investors] care much about short-term economic interests and ignore the long-term
strategic investment. So they pay little attention to long-term risks in both society and
the environment ... the Chinese society has put too much emphasis on the pursuit of
economic development and ignored the concept of a harmonious society. [Participant
No. 14] / A company’s success is mainly measured by its economic performance, the
profit it makes. These social responsibility activities will not have any effect on our
share price. [Participant No. 17] / The public and investors place more attention on
the financial data of a company, while most of them are not aware of CSR. [Participant
No. 20]

Participant No. 7 provided the example of Zijin Mining Group Ltd, a leading Chinese
gold, copper and non-ferrous metals producer and refiner. Zijin Mining was embroiled
in a major pollution incident when acid waste escaped its copper plant into the Ting
River. However, its share price only dropped for the first few days after the disclosure
of the news and then bounced back very quickly, even when the company was still
under investigation by the stock exchange regulator and the Environmental Protection
Bureau. This was taken to mean that the shareholders did not care much about the
negative social and environmental impact of the company’s operation. Participant
No. 7 said that, although the operation of the company impaired the interests of local
residents, it benefited customers all over the world as well as its shareholders. The
shareholders made different demands on the company to those made by local residents.
The shareholders wanted the enterprise to mine as much gold as possible to bring them
more economic return, because they did not suffer the pollution caused by gold mining
that was experienced by local residents. Companies in general prioritised the interests

of shareholders and investors.

In addition, the Chinese people were perceived to only care about the issues that had

direct impact on their self-interest. For example, several participants discussed their
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concern about food safety issues and negative news in food industries. Participant
No. 12 from a dairy company commented:

We are a food company and our products have direct influence on people’s health, so
the public pay high attention to our social responsibility information ... Because it is
relative to everybody’s own benefit, everybody is talking about it ... As for some other
industries, if their social and environmental practices have little direct influence on
people, people may not be interested in the information. You know, the Chinese people

do not like to care about others’ business.

Moreover, many participants admitted that they seldom discussed environmental and
social issues with others, and they believed that the public were the same. Some typical

quotes include:

There’s an old Chinese saying, “everyone sweeps the snow from his own doorstep and
doesn’t bother about the frost on his neighbour’s roof”... Everyone attaches
significance to economic interests, especially personal interest. People only care
about what is closely related to themselves. [Participant No. 1] / Those [who pay
attention to CSR information] must be the ones who are affected [by the companies’
practices]. [Participant No. 3] / The local people surrounding the companies’
operation, especially in manufacturing, mining, and metallurgical industries, which
may have an incidental impact on the surroundings ... will pay the closest and most
direct attention to the companies. [Participant No. 4] / Chinese people have a tradition
of clearing their own front walk ... will keep silence as long as the misbehaviour does
not harm their own interests. [Participant No. 8] / The current situation in China is
that the public does not care about CSR, except when the information is closely related
to themselves, such as the construction of a nuclear power plant near their residence.
[Participant No. 9] / For ordinary people, even if they learned that companies had
done something harmful to society or the environment, as long as it didn’t affect their
personal interests, they would not take any actions or worry about it. [Participant No.
14]

When discussing the public’s narrow focus on economic interest and self-interest,

some participants associated this situation with the development progress of Chinese
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society. Participant No. 10 from one of the largest multinational insurance companies

in the world explained this situation with excellent examples as follows:

You know, this is a maturity cycle thing. People firstly focus on getting food, so they
can feed themselves well. And then they also want shelter, they want housing. Once
they have food and housing, they turn [their] attention to transport, clothing. These
are all part of a maturing cycle, a path going towards maturity. And soon after [they]
feed themselves, they get their housing, they have good transport, good clothing, then
they look at doing good things. They will look at how the environment affects us, how
social responsibility affects us. So, | feel this is a natural progression. This is a natural
progression in a developing nation like China. China is [still] a developing nation,
although we are very strong now, economically very strong ... so it is just a natural
progression. It takes time to move from feeding, sheltering, travelling, clothing and
then to things like social responsibility and environmental issues ... That’s why I call
it a natural progression. When they get richer, get all these necessities—what | call
necessities are eating and housing—then they start to focus on things like the

environment and social responsibility.

Three participants from non-reporting companies also made similar comments:

The low public awareness in China is largely related to the development stage of its
society; although a small part of Chinese people are rich now, China is still a
developing country, and its average personal income is much lower than that of
developed countries. A large portion of Chinese people are still poor. These people
probably only focus on their personal interests, their financial interests and they will
not think much about the larger society and the environment. [Participant No. 18] /
When people just start to move from adequate food and clothing to a better-off life,
they will not think of what serious ‘diseaseS’ they might get as the consequence [of
their behaviours]. [Participant No. 19] / It (CSER) is related to the economic situation,

development and progress of society. [Participant No. 7]

Almost all participants in this study agreed that there was little public pressure on
companies’ CSER practices in China due to low public awareness of and attention to
this information. As for the reasons why the public were not interested in CSER in

China, in addition to the narrow focus on economic interest and self-interest, several
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participants mentioned that CSER was relatively new in China, and there was a lack
of public awareness of legal rights and self-protection, and doubts about the credibility
and usefulness of CSR reports.

5.5 SENIOR MANAGERS’ SUGGESTIONS FOR ADVANCING CSER IN
CHINA

The majority of the participants showed confidence in the future of CSER in China.
Many also offered some suggestions on how to promote it. These suggestions are
presented in the following four subsections.

5.5.1 Increasing reporting regulations

In response to the question on the best ways to advance CSER in China, many
participants first thought of reporting regulations. A number of participants asserted
that increasing reporting regulations would lead to more companies releasing their

CSR reports. Some representative comments included:

As a listed company, disclosure of annual, semi-annual and quarterly reports is a must;
because there are regulations ... I think the best way is for the government or
regulators to make some regulations and requirements for companies. [Participant
No 1] / Some mandatory regulations will improve the CSR reporting practice
objectively. [Participant No. 2] / Regulations by the government would be an effective
enabler. As long as it is regulated by the government, there is no doubt that companies
will perform it. [Participant No. 3] / From the perspective of regulators, without
mandatory requirements, companies’ self-initiatives are far from enough. This is a
problem. From the perspective of companies themselves, unless the management and
leaders of a company have a strong awareness of social responsibility, they are passive
in environmental protection and social responsibility practice. So, there have to be
some mandatory requirements to a certain level ... Otherwise, the subjective efforts of
some companies with low self-initiatives will not be enough. [Participant No. 4] / In
Chinese culture, if it is a mandatory requirement by the government, | would definitely
do it. If there is no regulation, I have the freedom to choose whether to do it; I would
probably choose not to do it. First, | think there should be mandatory requirements
and policy on the reporting. [Participant No. 5] / We should strengthen the regulation
and management. The release of CSR reports should be covered in a regulatory

framework or legal system. [Participant No. 9] / Mandatory laws and regulations
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would be more effective. [Participant No. 11] / First, the regulations and laws issued
by the government and regulators would be the most direct and effective way.
[Participant No. 12] / | think issuing mandatory regulations and laws is probably the
best and most efficient way. [Participant No. 13] / Obviously, regulations and
requirements would be the most efficient way to get companies to release the [CSR]
reports. [Participant No. 18] / In the short term, there is no doubt that mandatory
reporting regulations would be the most efficient way. [Participant No. 20]

Participant No. 21 indicated the importance of regulations at the early stage of CSER
development in China in his following statement:

When regulators start to implement a new system, | think regulatory policies are
needed to enforce it. Otherwise, no one walks the first step. If no one starts, it cannot
continue. So, at the beginning, I think it is helpful to use the means of administrative

commandes.

In addition to formal regulations, some participants suggested that the government
could use its power to promote CSER and guarantee the interest of the people in China,

as shown from the quotes below:

The government is definitely the most powerful stakeholder that can put large pressure
on companies. [Participant No. 3] / In China, it is still a partly planned economy.
That’s why the promotion [of CSR and CSER] is for the government to lead.
[Participant No. 10] / I think the government can advocate and recommend it [CSR
reporting]. [Participant No. 16] / As a result, the government should undertake more
responsibilities in promoting and guaranteeing the long-term interest of the people.
[Participant No. 6]

As mentioned in Chapter 3, only a small proportion of companies in China are required
to issue CSR reports. Some participants saw the necessity to enlarge the range of

companies subject to reporting requirements, as shown in the following comments:

There’s no need to require all companies to issue their CSR reports, but it is necessary
to expand the scale of the requirements. [Participant No. 1] / It would be better to
have legislation on a national level to push the development of CSR reporting.
[Participant No. 4]
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In particular, two participants pointed out that the regulators should expand the range
of companies subject to regulations to cover companies in heavy polluting industries:

For chemical companies and oil companies, the public may be more interested [in
their CSR information], the same for mining companies and coal mining companies.
So for certain industries, | believe it will be good for the government to encourage
them to report, even compulsorily. [Participant No. 10] / I suggest related regulatory
authorities start with the companies in manufacturing and heavy polluting industries
in consideration of their huge negative impact on society and the environment, and
force them to issue CSR reports according to a mandatory framework first.
[Participant No. 14]

In addition to extending the range of companies subject to regulation, some
participants suggested that standardised reporting frameworks with mandatory
indicators were needed to improve the quality of CSR reports in China. They stated:

At least a structure should be provided to let companies know what content should be
included and the best way is to use numbers to express the content, as numbers are
more objective than text ... a mandatory framework with quantified indexes and factors
is needed. [Participant No. 5] / There should be more specific requirements about the
content. For example, make it clear what kind of information must be disclosed in the
report ... I think it is not necessary to limit the structure. [The regulators] only should
emphasise what information or indexes must be included [in CSR reports].
[Participant No. 8] / Also, mandatory indicators and frameworks would be helpful to
improve the standardisation of CSR reports in China. The regulators should work on
it. [Participant No. 13] / There should be a good framework with some quantitative
indicators, so it will be easy for companies to operate, for the public to read.
[Participant No. 21]

5.5.2 Improving management awareness

Although increasing regulations was perceived as an effective way to lead more
companies to engage in CSER, some participants considered that regulations alone

were not enough to advance CSER in China. For example, Participant No. 9 asserted:

175



We cannot only rely on regulation enforcement to promote the reporting. The
difference between regulation restriction and self-discipline is that for regulation
restriction, there must be external constraint ... If a company is doing the report

because of regulation restriction, it is hard for it to deliver a really good report.

Some participants perceived that CSR reports had little value if issued by companies
due to external pressures rather than from their inner willingness. Participant No. 13
told the researcher about outsourcing services for CSR reports provided by some
consulting firms. Some companies simply hired these firms to produce professional
and glossy CSR reports. He knew that one of their peer companies hired a consulting
firm to produce its CSR report and that the report had won an award in the previous
year. He thought this kind of report was simply window dressing. This issue was also
mentioned by another participant in the following statement:

A company itself has to realise the importance of releasing CSR reports. Self-
awareness is more powerful than regulations. To cope with the laws or regulations,
some companies may outsource their CSR reports to external service providers. In
reality, however, this violates the original intention of CSR reporting, which is to help
a company make an overall judgement on whether the CSR activities in which it is
involved are to benefit its long-term strategy or not. If a company just takes it as a task,
it is a pity, because it just gives up a good chance of self-examination. [Participant No.
2]

Many participants expressed the view that the fundamental way to advance CSER in
China was to improve the awareness of companies’ management which would not only
improve the quantity but also the quality of CSR reports. It was perceived that if
management was aware of the importance of CSER, their companies would take active
actions rather than a perfunctory approach. Typical responses from the participants

include:

If the management’s awareness of CSR is improved, changes in releasing CSR reports
will happen more quickly. [Participant No. 2] / Once the awareness of management
and executives is improved, their value will influence all the staff in a company ...
What kind of entrepreneurs we cultivate is vital. If they have no awareness of social

responsibility, they will not really accept it just because their companies need to

176



release a CSR report. [Participant No. 3] / To do it better, we need more attention
from the top management of our enterprises. [Participant No. 6] / However, the idea
and strategic thinking of sustainable development are very necessary to the
managerial level of enterprises. Once the management has awareness of CSR issues,
it will be very easy for the relative staff in the company to operate it. It is all about the
awareness of senior managers. [Participant No. 7] / We should further improve the
senior management’s awareness of the importance of CSR reporting. Although many
companies have issued their CSR reports, their purpose is just to meet the
requirements of the related regulators, rather than fully understand the reason why
they should release such reports or connect the reports with their daily management
practice. [Participant No. 9] / It is essential to improve the CSR awareness of the
management of companies and the public. Only when the companies realise the
importance of assuming social responsibility will they take reporting seriously and
disclose more useful and substantive information. [Participant No. 14]

In terms of the ways to improve management awareness, the participants suggested
education and training, such as incorporating CSR and CSER in MBA courses. They
also mentioned that increasing publicity would help to improve the awareness of both

management and the public. Some examples of quotes are as follows:

Nowadays, it is common for the management to take some on-the-job training
programs more or less, such as the EMBA [Executive MBA] or short-run courses. If
the instructors of corporate governance could spend time talking about CSR, it would
receive some positive results. [Participant No. 2] / Leaders are definitely most
important in an organisation, so attention should be paid to their education ...
Cultivation of values and personality should be included in our education. If our
education only lays emphasis on skills, the companies managed by our future
executives will not accept their social responsibility. [Participant No. 3] / | believe
one-off or short-term training may not get obvious results, so there is a need to
organise continuous training for senior managers. First, it is important to let them
know what CSR reporting is; what benefits it will bring to companies; what kind of
problems a company may encounter after issuing its CSR report and the corresponding
solutions to these problems; how to issue the report; the concerns holding companies

back; and their other questions about the reporting practice. In other words, | think

177



training or consulting is a way to remove the barriers to reporting. During the process
of this training, the managers will start to accept the fact that CSR reporting is an
important and inherent part of the management process. [Participant No. 7] / A long-
term plan would be to enhance the awareness of public and managers to CSR through
publicity and education. [Participant No. 12] / I think more successful cases of CSR
reporting need to be propagated through different channels. [Participant No. 19]

5.5.3 Improving public awareness

In addition to improving management awareness within companies, many participants
discussed the importance of improving the public awareness of CSER in society in
general. The participants were clear that because companies exist in society, they
cannot be isolated from society but are closely and inseparably linked to it, as noted in
the following:

It is an issue about the whole social environment ... Only by changing the social
environment can companies’ awareness be essentially enhanced. [Participant No. 2]
/ This is a complex problem, involving education and the values of the whole of
society ... All the problems we talked about will finally be traced back to the whole
social environment. A company is in society, rather than on an isolated island. Its staff
must come from society. [Participant No. 3] / The awareness of the responsibility of
citizens and that of companies is interconnected, as companies are made up by citizens.
[Participant No. 9]

Therefore, the fundamental solution in advancing CSER was regarded as improving
public awareness. Many participants mentioned that if the public became more aware
of CSR and CSER, they would exert greater pressure on companies’ practices. Some

examples of quotes are reproduced as follows:

Once everyone pays attention to our society and the environment, companies will
change and engage in CSR reporting to adapt to their customers who have awareness
on this. So, I think if only a few people care about the report, it will be hard to push
the release of it and the corporations will just accomplish the task roughly with limited
real actions. If companies don’t devote themselves to the reporting, the reporting
practice will not be effective. [Participant No. 1] / The most basic point is to improve

people’s awareness ... public pressure will cause companies to pay more attention to
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sharing and disclosing their social and environmental information. This is a long-term
solution. [Participant No. 11] / Only by improving public awareness and attention to
CSR information, can we make the enterprises really take note of their CSR practice
and reporting. [Participant No. 12] / Enhancing publicity, improving public attention
and CSR awareness are important ... Improving public awareness is the key to
promoting CSR reporting in China ... the pressure from the public could be another
driving force to impel companies to take on more social responsibilities and release
reports with more reliable and useful information. [Participant No. 13] / I believe that
with an increasing number of people showing great concern about it [companies’ CSR
practice], companies will feel the pressure and take the initiative to release the report.
[Participant No. 14] / The fundamental issue is to improve the public awareness of it
[CSR reporting]. After all, it is about the demand and supply. [Participant No. 18] /
In a medium to long term, it is essential to improve the awareness of the public and

companies. [Participant No. 20]

Participant No. 9 from a large listed bank emphasised the importance of public

awareness in the following statement:

Only in the situation that the public cares about such information and oversees the
companies together with the government and the media, can we really promote CSER.

Otherwise, even if it’s done, it is likely to be nothing more than window dressing.

The participants pointed out that it would be a difficult job and would need long-term
efforts to improve public awareness. The ways to improve public awareness mentioned
most by the participants were school education from childhood and media publicity.

Some examples of quotes are as follows:

There’s an old Chinese saying that we should cultivate consciousness from birth, so
we need to cultivate the social and environmental awareness of our children and
students. [Participant No. 1] / The whole environment should be gradually changed
and cultivated. [Participant No. 8] / We should put more effort into publicising the
awareness of our citizens’ responsibility. [Participant No. 9] / Of course, this is very
difficult and it’s nearly impossible to see the improvement in the short term ... We
should enhance the publicity and education of our people and cultivate their

awareness about CSR from their childhood and improve our education system
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gradually ... Also, the media should increase its publicity on CSR, creating a social
atmosphere that takes CSR seriously. [Participant No. 11] / Media propaganda and
school education would help improve the public awareness of CSR. [Participant
No. 14] / The media can work with some professional rating agencies to evaluate
companies’ CSR reporting practices and disseminate some good practice cases.

[Participant No. 20]

5.5.4 Strengthening supervision

Some participants pointed out the importance of imposing external pressure on
companies by supervision as companies’ internal motives may not be strong enough
to drive them to issue their CSR reports or to properly produce CSR reports. The

following are examples of quotes:

External supervision and the media should play important roles in promoting CSR
reporting. [Participant No. 4] / The promotion of CSR reports needs not only the
companies’ self-discipline, but also the constraints and supervision from society, the
media, the government and the regulators as well. [Participant No. 9] / Supervision is
also very important. There should be some punishments on companies that do not

follow the rules. [Participant No. 20]

Some participants mentioned that the government, regulators and competent
authorities should take the main responsibilities in supervising and enforcing CSER in

China, as indicated in the following statements:

It would be more effective if the China Securities Regulatory Commission [CSRC]
works together with other competent supervisory departments to promote CSR
reporting. A general guideline is not enough ... The China Securities Regulatory
Commission is only responsible for the disclosure of the listed company. Competent
supervisory departments should adopt the main role in promoting the development of
CSR reporting ... industry supervisory organisations, environmental protection
agencies and securities regulators of listed companies should be responsible ...
[Participant No. 4] / To motivate more companies in society, the government should
come up with some policies to make a distinction between the companies who do it
[CSR reporting] well and the companies who do not. [Participant No. 6] / Sometimes

it is not the social responsibility problem of enterprises, but the management problem
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of competent authorities. The government should enhance the enforcement of
regulations and laws. [Participant No. 7]

In addition, as Participant No. 12 stated, “if the government and regulators are the
only supervisors, the cost would be too high and it’s difficult to cover all the
enterprises”. Many participants thought it would be helpful if the media, rating
agencies and stakeholders participated in supervising companies’ CSR practice and
reporting, as suggested in the following sample quotes:

The media and the public can play the role of supervisors. But if the supervision is not
systematic enough, then they cannot get a result among so many corporations. The
best way is a combination between the media and rating agencies, namely, cooperation
between professional rating agencies and rating agencies with high credibility headed
by the media. They can do an annual summary about the companies that did a good
job in social responsibility practice and reporting in the past year. [Participant No. 1]
/ It will be best if all stakeholders gather together to advance companies’ CSR
reporting. Some investors have begun to care about this aspect of the companies. For
example, in foreign countries, some funds make investment decisions according to the
social responsibilities a company takes. This can also produce some pressure on the
companies. From a customer’s perspective, some prefer the products produced by
companies Who take more social responsibility. It is difficult as the customers’ source
of information is limited. It depends on the media and the social environment.
[Participant No. 8]

Strengthening supervision was perceived as a way to improve both the quantity and
quality of CSER in China.

5.6 SUMMARY

This chapter has presented the findings in response to the main research questions.
From the data collected through 21 interviews with senior managers, five main
enablers of and five main barriers to CSER reporting in China were identified. It is
worth noting that the barriers were often the opposite of the enablers, which pointed
out that the main drivers influencing CSER in China were regulations, management

awareness, benefits of reporting, peers’ practice and public pressure. In addition, the
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main suggestions contributed by the participants to advance CSER in China were

summarised. These enablers, barriers and suggestions are as presented in Table 5.1.

The findings are discussed in detail in the following chapter.

Table 5.1: Enablers of, barriers to and suggestions on CSER in China

Enablers

Barriers

Suggestions

5.3.1 Regulations
on certain
categories of
companies and

5.4.1 Insufficient
regulations on other

5.5.1 Increasing
reporting regulations

e extending the
range of
companies subject

e Improving the
quantity of
CSR reports

companies to requirements
government | .
influence e providing * ﬂr]nprovll_rj[g f
standardised CSelgurz Io):t(s)
reporting P
frameworks
5.4.2 Lack of 5.5.2 Improving Improving the
5.3.2 Management management .
. management . . quantity and
awareness in some . awareness (i.e. senior .
: awareness in other , quality of CSR
companies . managers” awareness
companies reports

of CSR and CSER)

5.3.3 Benefits to
company image

5.4.3 Increasing
costs without an
appropriate

economic return

5.3.4 Peer
pressure/reporting
by peers in some
industries

5.4.4 Low-key
Chinese culture and
non-reporting by
peers in other
industries

5.3.5 Public
pressure on
controversial
companies

5.4.5 Perceived lack
of public awareness
in general

5.5.3 Improving
public awareness

Improving the
guantity and
guality of CSR
reports

5.5.4 Strengthening
supervision

Improving the
guantity of CSR
reports
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CHAPTER 6: DISCUSSION?

6.1 INTRODUCTION

This chapter aims to provide a deeper understanding of the findings obtained from the
interviews as elaborated in the preceding chapter. This is achieved by linking the
findings to the existing literature, to the current status of corporate social and
environmental reporting (CSER) in China and to the theoretical knowledge.

The introductory section is followed by Sections 6.2 and 6.3 which discuss the enablers
of CSER (RQ.1) and the barriers to CSER in China (RQ.2) respectively, the two main
themes of this study. Another theme that emerged, regarding ‘economic performance
versus social and environmental impacts’, is discussed in Section 6.4. Section 6.5 then
summarises the CSER phenomenon in China, followed by Section 6.6 which focuses
on a theoretical interpretation of the findings. This section discusses the applicability
of institutional theory, stakeholder theory and legitimacy theory to an understanding
of the findings of this study. Suggestions on how to advance CSER practice in China
are provided in Section 6.7 (RQ.3), with the conclusion of the chapter presented in
Section 6.8.

6.2 ENABLERS OF CSER IN CHINA

The findings from this study provide an understanding of enablers of CSER adoption
in China through the lenses of senior managers. As perceived by the participants,
CSER in China was driven by both an internal motive and external forces. The internal
motive driving CSER was predominantly management awareness, while the external
forces were regulations and government influence, peer pressure/reporting by peers,
corporate image and public pressure on controversial companies. These five main
enablers of CSER in China that emerged from the interview data are supported by the
extensive existing literature and resonate with three social systems-based theories,
namely, institutional theory, stakeholder theory and legitimacy theory. The main

enablers that developed from this study are discussed in the following five subsections.

2 Part of this chapter has been presented at:

Yu, Shengli, Anna Rowe, and Mohammed Quaddus. 2015. "Managerial Perceptions of Corporate Social
and Environmental Reporting in China." Presented at The British Accounting and Finance Association
(BAFA) Conference, Manchester, UK.
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6.2.1 Enabler 1: Regulations and government influence

The foremost driving force of CSER that emerged from this study appeared to be
regulatory requirements and government advocacy of companies taking
responsibilities to the public and the society for their operations, which was attested to
by the majority of participants in the interviews. As mentioned in Chapter 3, the strong
influence of regulations and the Chinese government was also demonstrated by the
dramatic historical increase in CSR reports in China since the implementation of
disclosure requirements by the two stock exchange regulators and the SASAC in 2008.
The regulations, as external pressures exerted on companies, left them no option but
to issue CSR reports.

Similarly, the government’s advocacy was also perceived as a primary driving force.
CSR has been largely advocated by the Chinese government as an important part of its
current top national agenda of building a harmonious socialist society (Dai, Ng and
Tang 2013). One way for companies to show that they have fulfilled their CSR is
through CSER. Many participants attested to the powerful government influence on

companies, especially on SOEs.

The influence of the government and regulators as drivers of CSER has been
mentioned in prior studies in different countries (e.g. Wilmshurst and Frost 2000;
Harvey and Schaefer 2001; Kolk 2003; Kuasirikun 2005). The Chinese government is
extremely powerful because it controls “a significant portion of scarce resources, such
as land, bank loans, subsidies, and tax breaks” (Sheng, Zhou and Li 2011, 3). It is not
only a policy maker at the macro level, but also has direct power at organisational level
due to its significant ownership of many companies in China and its control over many
senior managers of state-owned enterprises (SOESs). In 2012, the state-controlled listed
companies accounted for over half of the total market value of A-share listed
companies in China (Yang, Craig and Farley 2015). In addition, many senior managers
of SOEs are appointed by the government and formerly worked as government officers
(Yang 2002).

In Dong, Burritt and Qian’s (2014) study on the CSR disclosure of all mining and
minerals companies listed in China, the disclosure level was found to be positively
associated with the Chinese central government’s shareholding in the companies,

which led to the conclusion that the Chinese government was a salient stakeholder in
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the CSR reporting of those companies. Furthermore, in Meng, Zeng and Tam’s (2013)
study on the environmental disclosure of listed companies in China, SOEs were found
to have a higher disclosure level in order to meet the government’s expectation.
Another study by Marquis and Qian (2014) on the CSR disclosure of listed companies
in China revealed that companies with CEOs who were members of national political
councils were more likely to issue CSR reports; similarly, firms with leaders who were
government officials and firms with headquarters in more institutionally developed
regions were more likely to be engaged in more substantive CSR reporting. These
findings confirmed that government encouragement of CSR was an important political
factor in China.

In addition, Xun (2013) found that the government had a strong influence over foreign
companies. By examining the CSR web announcement data and firm performance data
of 17 global retail companies in China, Xun (2013) concluded that foreign retailers
actively transformed their CSR practices to conform to the government CSR agenda.

In addition to the above studies and a number of other quantitative studies (e.g. Kuo,
Yeh and Yu 2012; Liu and Anbumozhi 2009; Weber 2014; Zeng et al. 2010), the
following two qualitative studies observed the power of the Chinese government in
relation to its effect on companies’ CSR practice and reporting. Through interviewing
senior managers of companies in China, Rowe and Guthrie (2010) identified “coercive
government institutional involvement™ as the major driver of corporate environmental
initiatives and reporting for companies in China. Similarly, Yin and Zhang (2012)
interviewed senior managers in textiles and pharmaceutical industries, and discovered
that an important motive for companies in China to engage in CSR practice was in

order to cooperate with the Chinese government with its advocacy for CSR.

The strong power of regulations and government also relates to Chinese culture. China
is identified as a “large-power-distance” country (Hofstede, Hofstede and Minkov
2010, 61) which means, to a large extent, that “the less powerful members of
institutions and organizations within [the] country expect and accept that power is
distributed unequally”. This cultural trait justifies the high degree of centralisation of
authority in the Chinese government and the unchallenged position of the Communist
Party of China (CPC) (YYang, Craig and Farley 2015). It also indicates that China’s

accounting and disclosure practice is characterised as supporting statutory control
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(Chow, Chau and Gray 1995), and supports the fact that companies started to engage
in CSER once they were under mandatory requirement beginning from 2008. In
addition, the role of regulations and government influence can be interpreted with the
coercive mechanism of institutional theory and the managerial branch of stakeholder
theory which will be discussed in detail in Section 6.6.

6.2.2 Enabler 2: Management awareness

As a prominent internal motive, management awareness of their companies’ ethical
duties to stakeholders and the important role CSER plays was found to be another
principal enabler in this study. Many participants acknowledged that they have a moral
obligation to the public and stakeholders. Some expressed their gratefulness to the
relevant stakeholders, as their companies’ success and accomplishments depend on the
support of their stakeholders and the resources of society. They felt that their
companies have a reciprocal obligation to society, and considered social

responsibilities as a return to their stakeholders, and that it is an ethical duty.

Some participants from reporting companies were also aware that CSER was a good
tool to communicate companies’ CSR practices to their stakeholders, and to hold their
companies to account for their conduct with respect to stakeholders. This intrinsic
moral awareness impelled senior managers to have their companies undertake social
obligations and responsibilities to their stakeholders, and to fulfil their accountability
obligations by disclosing their CSR practices. This moral obligation towards
stakeholders, as mentioned by these participants, echoes the normative branch of

stakeholder theory which will be discussed in Section 6.6.

The attitude of senior managers towards CSER is critical, as they are directly involved
in the decision making of their companies. Their influence on CSER and CSR practices
has also been observed in several previous studies. For example, Campbell’s (2000)
case study of a British retailer revealed the personal influence of top management on
corporate social disclosure by linking the variability in social disclosure volume in
annual corporate reports with the terms of four chairmen in the company. In Yin and
Zhang’s (2012) study of companies in China, ethical leadership and managerial

discretion were identified as primary drivers of companies’ CSR practices.
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Furthermore, Fifka’s (2013) review of CSER empirical literature stated that
managerial attitudes were found to be an important internal determination of
companies’ CSER in many studies (e.g. Campbell 2000; Rahamana 2000; O’Dwyer
2002; Collison, Lorraine and Power 2003; Cormier, Gordon and Magnan 2004; Belal
and Owen 2007). Fifka (2013) commented that, in particular, managerial attitudes
were a highly important influence factor of CSER in Asia “where the key guidelines

for business behaviour are made at managerial discretion” (Crane and Matten 2010,
cited in Fifka 2013, 26).

6.2.3 Enabler 3: Benefits to company image

Although management awareness in some companies could be a driver of their CSER,
some participants admitted that, when it came to decision making, companies always
weighed up the benefits and the costs. They expected returns from their investment in
CSR and CSER, such as benefits to company image which was identified by the
participants as a strong incentive for CSER. This enabler resonates well with the
literature in its identification of company image as a primary driver of CSR or CSER
implementation (e.g. Adams 2002; McMurtrie 2005; Lindorff and Peck 2010;
Solomon and Lewis 2002; Belal 2008).

Corporate image is crucial in determining the success of organisations (Worcester
2009). It is widely accepted that good corporate image and reputation are intangible
assets, which can provide a competitive advantage for a company (Hall 1993; Fombrun
1996; Suh and Amine 2007). A good corporate reputation and corporate
communication with stakeholders can be strategic advantages to a company (Balmer
2009). They give customers confidence in the companies’ products, attract investors
and potential employees, and enable the company to negotiate favourable contract

terms with suppliers and creditors (Suh and Amine 2007; Dowling 2006).

As CSR has become an increasingly important factor in corporate reputation
(Worcester 2009), companies can benefit from enhancing their corporate image though
their CSR initiatives (Arendt and Brettel 2010) which gives them competitive
advantages. According to Elkington (1997, 171), “a large part of companies engaging
in corporate social reporting view their reports as public relations vehicles, designed
to offer reassurance and to help with ‘feel-good’ image building”. Therefore, CSER

can be seen as a tool to gain competitive advantage by cultivating a good company
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image and reputation in terms of social responsibility (Hooghiemstra 2000). Corporate
reputation was found to be a fundamental driver of CSR implementation in a focus
group study by Vilanova, Lozano and Arenas (2009) with 35 senior officers from the

European financial sector.

In addition, many scholars (e.g. Deegan and Gordon 1996; Hackston and Milne 1996;
Deegan and Rankin 1996; Harte and Owen 1991; Cho, Roberts and Patten 2010) found
that companies used CSER as a tool to improve their company image by selectively
disclosing much positive social and/or environmental information and little or no
negative information. In this study, some participants told the researcher that their
companies never disclosed negative information in their CSR reports. As explained by
Participant No. 20, “[t]he bad news would impair our company image, so we do not
want to shoot ourselves in the foot by disclosing it ourselves”. According to the China
WTO Tribune (2013), 82.9% of all the CSR reports issued in China in the first 10
months in 2013 only included good news, thus strongly indicating that improving

company image was a motive behind CSER in China.

6.2.4 Enabler 4: Peer pressure/reporting by peers

Peer pressure was revealed as another primary driving force of CSER in China. It
partly explains why, since 2008, some companies not obligated under regulatory
requirements also started to voluntarily issue their CSR reports. Peer pressure can be
associated with the prevalence of herd behaviour in Chinese culture. One of the
features of Chinese culture is collectivism (Hofstede, Hofstede and Minkov 2010, 92)
which “pertains to societies in which people from birth onward are integrated into
strong, cohesive in-groups”. Although nowadays, owing to globalisation, the younger
generation in China may be influenced by the Western individualist culture, as
Hofstede (2001, 34) remarked, “[c]ultures, especially national cultures, are extremely
stable over time”. This Chinese cultural trait backs up peer pressure as an important

factor in companies’ CSER decision.

Furthermore, peer pressure can be interpreted with the mimetic mechanism of
institutional theory, which states that companies are apt to follow the trend in their
organisational field by imitating their peer companies’ practices when facing
uncertainty (DiMaggio and Powell 1983). As CSER is still at a preliminary stage in
China, quite a few participants admitted that they did not know it well. When talking
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about their companies’ CSER, many participants mentioned more about the CSER

practices of their counterparts or the trend in their industry.

Some industries in China have their own CSER rules. For instance, according to some
participants from large banks, the China Banking Regulatory Commission (CBRC)
requires them to release CSR reports before 30 June every year. In addition, some
industry associations also encouraged CSR for companies in their industry. For
example, the China Banking Association issued Guidelines on the Corporate Social
Responsibility of Banking Institutions of China on 12 October 2009. As mentioned in
Chapter 3, according to a research report on all CSR reports issued in China in 2012,
companies in the finance sector produced the most reports. This could be partially
caused by the SSE reporting regulation with regard to financial companies and the
industry guidelines, and partially by imitation mechanisms. According to institutional
theory, as CSER becomes a norm (i.e. normative isomorphism) in the industry,
companies are pressured to keep up with their peers due, in part, to the institutional
mimetic mechanism. As a result, in some industries such as the banking industry and
the dairy industry in China, the majority of large companies have issued CSR reports

as they considered it to be a common practice in their industries.

Some prior studies also adopted the mimetic mechanism to explain their findings.
Amran and Siti-Nabiha (2009) interviewed 10 senior managers from the listed
companies that were identified as good CSR reporters in Malaysia, and confirmed that
the Malaysian companies’ main motivation for CSR reporting was to emulate their
counterparts in Western countries. Aerts and Cormier (2009) conducted a longitudinal
study on environmental reporting by the largest companies in Canada, France and
Germany, and found intra-industry imitation in companies’ reporting practice. They
pointed out that institutional mimetic isomorphism could make companies take
corporate environmental reporting for granted, which explained why companies still
produced CSR reports in situations in which there were no threats to their legitimacy
or demands from stakeholders. A recent study by de Villiers and Alexander (2014)
also found a remarkable similarity in the CSR reporting structure of mining companies
in Australia and South America, with the latter companies appearing to use global
templates such as the GRI to shape their CSR reporting, adding details by referring to
national regulations and rules and to specific local stakeholders. The findings were

interpreted by mimetic, normative and coercive isomorphism. In China, Shen and Su
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(2012) examined the environmental disclosure of 481 listed companies in heavy
polluting industries based on their annual reports from 2006—2010. Their findings
showed a convergence of the disclosure level among companies because companies

imitated the average disclosure level of their peers.

In addition, as observed in this subsection, normative institutional mechanisms appear
to have provided some plausible explanation for peer pressure as an enabler.
Notwithstanding the early stage of CSER in China, some companies might already
regard CSER as a norm in their industry. As discussed in Chapter 3, the percentage of
CSR reports in China that followed reporting guidelines rose from 68% in 2012 to 72%
in 2013. Larrinaga-Gonzélez (2007) suggested that some companies tended to think
that they had to prepare their reports based on GRI guidelines simply because it was
deemed to be the norm in society and in their organisational field. In fact, the effects
of normative isomorphism and mimetic isomorphism cannot be clearly separated
(DiMaggio and Powell 1983).

6.2.5 Enabler 5: Public pressure on controversial companies

Compared to the other enablers found in this study, public pressure appeared to be a
relatively weak driver of CSER in China. Except for the Chinese government and
regulators, most participants did not emphasise experiencing pressure on their
companies from other general public stakeholder groups, while they agreed that public
awareness of CSER in general was still fairly low in China. However, some
participants pointed out that when it came to companies attracting controversial issues
or negative media news, the public would pay much greater attention. These
companies under major public pressure might use CSER as a communication tool to

justify their legitimacy.

Companies in the dairy industry in China provide an example. China’s dairy industry
has seen multiple scandals in recent years caused through a crisis in the safety of dairy
products in the whole industry. Sanlu, a giant Chinese dairy company, 43% owned by
Fonterra, a New Zealand dairy company, was the first company exposed in the milk
powder scandal. In 2008, the infant milk formula produced by Sanlu was discovered
to have been contaminated with a non-alimentary chemical, melamine, which can
cause kidney stones. This incident caused the death of six babies with an estimated
300,000 babies taken ill owing to kidney damage (The Guardian 2008). In addition to
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Sanlu, another 21 Chinese dairy companies were found to have added high levels of
the toxic industrial chemical, melamine, to their milk powder (The China Post 2008;
BBC 2008). After these incidents, all companies in the Chinese dairy industry faced a
significant crisis as their legitimacy was threatened. Consequently, companies in the

dairy industry were under enormous pressure to maintain their ‘licence to practice’.

Participant No. 12, from a large dairy company in China, said that he felt the whole
dairy industry was in trust crisis as there was too much negative news about dairy
product safety. When experiencing great public pressure, he asserted that “it is
necessary to strengthen our communication with the customers, the media and the
other stakeholders to improve the confidence of the market towards our enterprise and
the whole Chinese dairy industry”. He also mentioned that all three of the largest dairy
companies in China had issued CSR reports. The researcher reviewed the 2008 CSR
reports of these three companies, and found that two of them elaborated on the
melamine incidents in which they were involved. All of them asserted that they had

responsibilities towards society and had strengthened their product safety.

According to legitimacy theory, there is a “social contract” between the organisation
and the society in which it resides (Lehman 1983; Guthrie and Parker 1989). If the
organisation breaches its social contract, which means it fails to meet society’s
expectations of operating in an acceptable way, society will withdraw its support, and
the organisation will not be able to maintain its operation. Hence, legitimacy is critical
for the survival of a company. CSER can be seen as a tool used by companies facing
negative news to rebuild their legitimacy after incidents such as the melamine incident
in the dairy industry. Informing the public of the changes and efforts they had made is
a crucial strategy to reduce the legitimacy gap identified by Lindblom (1994). This
strategy is undertaken to assure the public of product safety, and to show their

awareness of their responsibility towards the community.

A number of quantitative studies have invoked legitimacy theory to explain their
finding that maintaining legitimacy under public pressure in the social and
environmental context was a major motive for the adoption of CSER by companies
(e.g. Patten 1992, 2002; Walden and Schwartz 1997; Adams, Hill and Roberts 1998;
Buhr 1998; Hutchings and Taylor 2000; Deegan, Rankin and Tobin 2002; Magness
2006; Branco and Rodrigues 2008; Tilling and Tilt 2010; Islam and Deegan 2010).
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Some studies in China (published in Chinese) also found that companies facing
negative environmental news disclosed more environmental information to maintain
legitimacy when under greater public pressure. For instance, Xiao and Zhang (2008)
examined the environmental disclosure of 79 listed companies in the chemical industry
in China before and after the Songhua River pollution accident caused by a chemical
company, Jilin Chemical. Their results showed that companies in the sample made
significantly more environmental disclosures in their annual reports than they did two
years prior to the accident, with their attempt at damage control while experiencing
public pressure explained as legitimising their operations. Sun and Zhang (2009) and
Yin (2009) also conducted two similar studies on environmental disclosures of listed
companies in heavy polluting industries by comparing their disclosure levels before
and after the Songhua River pollution event and the Bei River cadmium pollution event.
The results of these two studies showed that the companies disclosed much more

environmental information under public pressure after the incidents.

In addition, the findings of some other quantitative studies in China (e.g. Li 2007; Ma
and Zhao 2007; Wang 2008; Liu and Anbumozhi 2009; Li 2009; Liu 2010; Zhang
2011; Kuo, Yeh and Yu 2012; Lu and Abeysekera 2014) suggest that companies in
industries which are environmentally sensitive, or with high consumer visibility or that
are sensitive to social responsibility disclosed more social and environmental

information as they were under higher public pressure to maintain their legitimacy.
6.3 BARRIERS TO CSER IN CHINA

Some of the barriers to CSER adoption, as perceived by the participants in this study
are the opposite of the enablers. As mentioned in Chapter 5, while regulations on
certain categories of companies, management awareness in some companies, peers’
reporting practice in some industries, and public awareness on controversial
companies tended to enable greater CSER adoption, the lack of these drivers in other

companies were identified as barriers to CSER adoption.

Findings relating to barriers to CSER adoption in China appear to resonate to some
degree with the existing literature. However, whilst there have been many studies
investigating the drivers of CSER with theoretical justifications, there is no definitive
theoretical framework offering insights into possible impediments to CSER,

particularly in an emerging nation like China.
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Nonetheless, there are some noteworthy studies that have attempted to identify the
barriers to CSER (i.e. Gray and Bebbington 2001; Buhr 2002; Solomon and Lewis
2002; Rowe and Guthrie 2009; Belal and Cooper 2011; Stubbs, Higgins and Milne
2013). The compelling reasons for non-reporting presented in these studies are not
particularly dissimilar to the ones provided by the participants in this field research in
China.

6.3.1 Lack of internal motives

Management’s low level of awareness of CSR and CSER, as well as increasing costs
without an appropriate economic return were found to be the two major internal

disincentives to CSER in this study.

a) Lack of management awareness

Management’s low awareness of CSER was due to two main reasons. Firstly, CSER
is still at an early stage in China (Gao 2011). Half of the participants from the non-
reporting companies directly admitted they knew little about CSER. Some participants
told the researcher that they had never thought of CSER before the researcher invited
them for the interview, but their companies actually had engaged in many CSR
activities. In addition, there was a lack of understanding of the value of CSER: some
participants asserted that “actions matter more than words”. Similarly, Belal and
Cooper (2011) found that due to the fact that CSR reporting was comparatively new
in  developing countries, corporate managers in  Bangladesh lacked
awareness/knowledge of CSR which was identified as a main barrier to CSR reporting

in their study.

Secondly, some senior managers appeared not to be aware of their companies’ social
obligations towards their stakeholders. Although most participants appeared to express
a positive attitude towards CSER, the majority did not see it as imperative for all
companies in China. Many participants regarded CSER as only necessary for
companies in heavy polluting or sensitive industries. When discussing the necessity of
CSER, Participant No. 10 from a reporting company remarked, “I think it is a good
idea. But [if] you ask me whether it [CSR reporting] is absolutely necessary, |
probably don’’t see it as absolutely necessary. | think it [CSR reporting] is something

good for them [companies] to have ”. This view resonates well with evidence found in
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a recent study by Stubbs, Higgins and Milne (2013). Based on interviews with
managers from 23 large ASX-listed companies that did not issue sustainability reports,
Stubbs, Higgins and Milne (2013) found that sustainability reporting was regarded as

a “nice-to-do, not a must-do”.

Management’s lack of awareness of their accountability to stakeholders largely
discouraged CSER in their companies. Management attitudes determine how
companies manage their CSER agenda. Without their support, it is hard to get the
resources to do the reporting or to do it well. As commented by Participant No. 13,
“the top management has not paid enough attention to the reporting. They [top
management] are unwilling to spend too much on it [CSR reporting] ”. Lack of
appreciation for the value of CSER tends to lead to lack of management support
(Bernhut 2002).

b) Increasing costs without an appropriate economic return

One of the reasons that companies resisted CSER was attributable to their perception
of increasing costs without an appropriate economic return. As commented by
Participant No. 7, “/fJacing the choices relevant to economic interest, enterprises are
often self-centred”. Although costs are associated with CSER, such as personnel, time,
energy and money, there is no perceived direct and appropriate economic return. Many
participants mentioned that companies give priority to economic performance over

social and environmental impacts.

In addition, quite a few participants showed their understanding of the situation in
China in which many companies, especially small and medium-sized companies,
continue to struggle to survive, so they could not afford to invest their limited resources

in CSER without an appropriate economic return.

Previous studies also found that the cost of issuing CSER reports without perceived
tangible benefits was a large disincentive for companies. For instance, Belal and
Cooper’s (2011) study on listed companies in Bangladesh revealed that the “profit
imperative” was a barrier to CSR reporting. In Buhr’s (2002) case studies on two large
Canadian pulp and paper companies, the cost of the environmental reports was
revealed as a big concern of one of the companies. In Martin and Hadley’s (2008)

questionnaire-based study of 151 companies amongst the UK’s top 350 companies,
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senior management’s doubts over the advantages of reporting and the cost of data
collection were found to be two primary drawbacks to environmental reporting. Rowe
and Guthrie (2009) also found that alleged “costs outweigh benefits” was a barrier to
corporate environmental reporting in China. Similarly, increasing cost was listed as a

barrier to environmental reporting by Gray and Bebbington (2001).

In a nutshell, companies’ lack of internal motivations to engage proactively in CSER
is attributable to the low awareness of management and concerns about increasing
costs without an appropriate economic return. Economic performance versus social
and environmental impacts, as an important emerging theme of CSER in China, will
be elaborated in Section 6.4. Most companies that are not subject to reporting
regulations in China have not issued CSR reports, which is partially due to the fact that

companies in China in general lack internal motives to embrace CSER voluntarily.

6.3.2 Lack of external pressure

For companies without internal reporting motivations, their CSER practices largely
depend on the external pressure exerted on them. Insufficient reporting regulations
across all industry sectors and the lack of public awareness were revealed as two
barriers which led to low external pressure on companies to adopt CSER in China. The

underpinning low-key Chinese cultural norm also needs to be considered.
a) Insufficient regulations

While a few reporting requirements for certain categories of companies were regarded
as the primary force that had driven the rapid increase of CSR reports in China, the
absence of regulations on other companies emerged as a main reason why they did not
engage in CSER. Participants from over half of the non-reporting companies asserted

that they were not subject to any regulations or requirements to issue CSR reports.

“Lack of requirement” was listed as a barrier to environmental reporting by Gray and
Bebbington (2001). It was also observed as a major barrier to CSER in other empirical
studies. For example, the findings of Solomon and Lewis’s (2002) questionnaire
survey-based study suggested that one of the important disincentives to CSER for
companies in the UK was that “there is no legal obligation for companies to report”.

“Lack of legal requirement” was also identified as a barrier to CSR reporting in
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Bangladesh by Belal and Cooper (2011) and a barrier to environmental reporting in
China by Rowe and Guthrie (2009). Moreover, Stubbs, Higgins and Milne’s (2013)
study on Australian listed companies found that non-reporting companies tended to
think it was unnecessary to go beyond compliance reporting if there were no reporting

requirements.

In addition, some participants pointed out that the existing requirements of CSR
reporting were too lenient. They considered that, without requirements for
standardised reporting frameworks or indicators, companies might selectively disclose
information in their favour thus impairing the credibility and value of CSR reports.
This opinion is supported by the findings of many empirical studies which indicate
that companies disclosed much positive news and little or no negative news in their
CSER practice, as was mentioned in subsection 6.2.3 ‘Enabler 3: Benefits to company
image’. In addition, without a mandatory reporting framework, companies could get
away with minimum disclosure. For example, Yageer, a listed company subject to a

mandatory reporting requirement, only issued a three-page CSR report in 2009.

b) Perceived lack of public awareness

For those companies not subject to reporting requirements, the external pressure
experienced predominantly depends on public awareness. The majority of the
participants reached a consensus that public awareness of CSR in China was fairly low.
The lack of public awareness of CSR caused a lack of demand for such information

which discouraged companies from engaging in CSER.

As mentioned by Gao (2011), the social environment that would force companies to
engage in CSER in China has not yet been built. Most participants did not feel their
companies were under much pressure from stakeholders, with the exception of the
government and regulators, to release social and environmental information. For
example, Participant No. 17 remarked, “/f/rankly speaking, I don’t think our investors,
clients, employees or the public will genuinely care about such information ... What
shareholders and investors care about is profit but not these things”. In this study,
only Participant No. 12 from a company in an industrial trust crisis said he felt great

public pressure, and saw it necessary to communicate CSR information to the public.
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Pressures on a company’s standing associated with CSR performance were only
perceived to be of concern for controversial companies with negative news as the
public focused much greater attention on these companies. For companies in general,
there was a perceived lack of public pressure for social and environmental disclosure.
Hence, lack of stakeholder pressure was identified as one of the main barriers to CSER
(Gray and Bebbington 2001; Stubbs, Higgins and Milne 2013).

Lack of external pressure from major stakeholders for the adoption of CSR and CSER
has also been revealed in some prior studies in China. Tsoi (2010) interviewed 21
major stakeholders from different organisations in China to investigate stakeholders’
perceptions of CSR. She found that low external pressure from the public and
stakeholders caused the companies in China to lag behind their Western counterparts
in CSR. Dong, Burritt and Qian (2014) investigated the influence of key stakeholder
groups on CSR reporting in the mining industry in China and found that, with the
exception of the Chinese government and international consumers’ CSER, other major
stakeholders such as industry associations, local communities and employees had no
influence on CSER. In addition, Liu and Anbumozhi’s (2009) study on the
environmental disclosures of Chinese listed companies reported that creditors and
shareholders had little influence on the companies’ environmental disclosures. Rowe
and Guthrie (2009) found that a “perceived lack of stakeholder demand” was a barrier
to companies engaging in environmental reporting in China. In examining CSR
philosophy and the approach of Chinese companies, Yin and Zhang (2012) also
discovered the absence of both a conducive social normative environment and positive

peer pressure in China.

Lack of awareness of CSER was partly due to the fact that CSER was comparatively
new in China, and to the absence of CSER education. Excessive focus on economic

performance also caused ignorance of companies’ social and environmental impacts.

External pressure could push companies to passively engage in CSER in the absence
of any internal motives. However, the external pressure on companies to produce CSR
reports appeared to be fairly low in China, except for those companies compelled by
reporting regulations or beset by negative news. Hence, until some form of coercive

institutional pressure from relevant stakeholders and the need for heightened
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legitimacy prevail, it will be a challenging journey before CSER becomes an

institutional norm among enterprises in China.
c) Low-key Chinese culture and non-reporting by peers

The Chinese cultural trait of a low-key approach was revealed as another barrier to
CSER in China in this study. Influenced by Confucius, the Chinese people tend to
deflect attention from themselves in order to preserve harmony (Chen 2001). Taoism,
another Chinese traditional philosophy, also advocates a low-profile leadership style
(Johnson 2000). Being ‘low-key’ is regarded as a salient feature of Chinese
management (Chen 2001).

Some participants from non-reporting companies told the researcher that their
companies actually had undertaken many social responsibilities such as making
donations, sponsoring education in poor areas of China and caring about their
employees and customers, but they did not think about broadcasting these things. To
them, actions matter, not words. For example, Participant No. 5 remarked, “Chinese
people are low-key and they tell little but do much ... in a Chinese cultural background,

we don’t take the reporting for granted”.

The rationale behind this low-key culture was that companies did not want to attract
unnecessary attention as a result of issuing CSR reports. As the social and
environmental information of a company is sensitive, if the company makes
disclosures, especially of negative news, it runs a risk of being attacked by the media
and the public (Adams 2002). “Reluctance to report sensitive information” was
identified as one of the most important disincentives to corporate environmental
reporting by companies in the UK according to questionnaire surveys by Solomon and
Lewis (2002). Furthermore, secrecy as a barrier to corporate environmental reporting
was not only listed in Gray and Bebbington’s (2001) Accounting for the Environment,

but also revealed in Rowe and Guthrie’s (2009) engagement-based study in China.

Importantly, as CSER was not a common practice in most industries in China, a
company producing CSER would stand out if the majority of its peer companies were
not reporting. There are some Chinese idioms in Chinese culture about adopting a low
profile. For example, “[t]he shot hits the bird that pokes its head out” and “a tall tree

catches much wind” both imply that people or companies that maintain a high profile
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and stand out from the group will be targets for attack. As Participant No. 11
commented, “[i]n the background of Chinese culture, people are fairly low-key and
indirect, and try to avoid taking the lead in doing anything”. This is in line with
Oliver’s (1991) proposition that, if the level of voluntary diffusion of norms or
practices in an institutional environment is low, organisations are more likely to resist

these norms or practices.

Furthermore, avoiding standing out resonates with the Chinese collectivist culture and
the mimetic mechanism in institutional theory, thus explaining why some companies
followed the majority of peer companies in their industry in engaging in CSER, as
reported in subsection 6.2.4. Conversely, these theoretical assumptions are also
plausible in explaining why some companies did not issue CSR reports. When the
common practice was ‘not reporting’, the mimetic mechanism and collectivist culture
could also lead companies to follow this tendency imitating their peers by not engaging
in CSR reporting.

Many participants from non-reporting companies mentioned that their peer companies
did not produce CSR reports. For example, Participant No. 18 remarked, “as far as I
know, CSR reporting is not common in our industry”’. Companies are inclined to avoid
their social responsibility when other companies in their industry do not undertake that
responsibility (Bernhut 2002). Invariably, for most companies in China, the lack of
external pressure that led to a lack of internal pressure to issue CSER has highlighted
the participants’ dilemma between the critical pursuit of economic performance and

the relevance of social and environmental ideals.

6.4 Economic performance vs. social and environmental impacts

Economic performance versus social and environmental impacts emerged as an
important theme of CSER in China. Over half of the participants indicated that the
public and companies paid much more attention to economic profit than to CSR.
Companies in China appeared to be under great pressure in terms of their economic
performance, while their social and environmental impacts were not challenged. Also,
many participants emphasised the tendency in China of the excessive pursuit of

economic benefit.
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China has achieved remarkable economic growth since the Chinese economic reform
that began in 1978 led by Deng Xiaoping. To shake off poverty, “making economic
development the central task’ was formulated as a national strategy by the government
in 1987. In the past three decades, with the development of the economy, the material
standard of living of Chinese people has been massively improved. Meanwhile, since
Deng Xiaoping declared that “to get rich is glorious” in the 1980s, Chinese people are

paying more and more attention to economic interests.

One article published by a well-known Chinese newspaper examined money worship
in current Chinese society (China Daily 2010), providing the example of a popular TV
blind date reality show “If You Are the One” in China. Many contestants showed a
blind devotion to money. One female contestant even made the statement, “I would
rather cry in a BMW than smile on the back of my boyfriend’s bicycle”. The article
highlighted the young Chinese generation who had grown up during an era in which
the economic reform resulted in the pursuit of material success and a view of wealth
as the only standard of success. It also raised concerns about the negligence of moral
guidance that had been caused by the narrow pursuit of economic achievement in
China. The melamine milk scandal mentioned in subsection 6.2.5 provides more
evidence. According to the government investigation, adding melamine to the
ingredients was “a large-scale intentional activity to deceive consumers for simple,
basic, short-term profits” (China Daily 2013). Many other food safety cases in China
also found deliberate cases of companies securing profit at the cost of safety. An article
in Global Times (2014) claimed that “Chinese society has become highly market-
oriented, and money is given the highest value. Wealth beats other factors as a criterion
of success”. The ‘money worship’ social attitude tends to cause the public to focus
more on economic interests than on CSR. With a company’s performance basically
measured by its profit, management which is under great pressure in relation to the

economic aspects of their business are thus prone to focusing on those aspects.

Most environmental and social impacts of companies are seen as externalities.
Companies do not bear the social costs; therefore, in mainly considering economic
interest, companies tend to avoid spending to reduce the impacts of these negative
externalities on the public. One example is reducing the production of pollution. If a
company invests in upgrading their manufacturing and operating equipment to reduce

pollution, the public will benefit, but the company will bear the initial cost. As
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Participant No. 7 said, “[a]n enterprise is an economy that means to pursue profit. It
aims to make profits, so it may intend to avoid some social responsibilities”. As
mentioned in subsection 6.3.1, CSER was perceived to be costly and to have a negative

influence on companies’ profitability, thus causing its avoidance by companies.

The narrow focus on economic interests in China was partially attributed to economic
pressure on the Chinese people and Chinese companies. Although China has achieved
remarkable economic development since the economic reform that began in 1978, it is
still a developing country. According to the World Bank’s (2014¢) databank, China’s
GDP per capita was only US$6,093 in 2012, which was 9% of Australia’s GDP per
capita (US$67,525) in the same year. On the World Value Survey Cultural Map by
Inglehart and Welzel (2010) (see Figure 6.1), China is in the segment of global society
with low survival values, which suggests that the Chinese people tend to emphasise
economic and physical security.
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According to Maslow’s (1943, 1970) hierarchy of needs, people will consider morality
issues only when their basic physiological needs are satisfied. As there is a large wealth
gap in China, although some Chinese people have become rich after the economic
reform, the majority are still under great economic pressure to maintain their basic
needs. Therefore, compared with people in developed countries who have much higher
economic incomes, the Chinese people tend to focus much more on economic interest

due to the lack of economic and physical security.

Participant No. 10, from a large international insurance company, talked about the
natural progression in a developing nation such as China, indicating that people firstly
focus on necessities, such as food, housing, transportation and clothing. When they
become richer and have all these necessities, they will then start to care about things

like the environment and social responsibility.

The same applies to companies in China, with many participants admitting that
management priorities lie with economic profit. Participant No. 3 asserted that if a
company fails to make a profit or struggles to survive, it will be a burden to society,
let alone be in the position to adopt CSR or do good things for society. This point of
view is supported by Carroll’s (1991) Corporate Social Responsibility Pyramid (see
Figure 6.2). As basic economic units in society, companies’ principal role is to provide
goods and services to customers and to stay profitable; fulfilment of their economic
responsibility is the foundation of all other corporate responsibilities (Carroll 1991).
Although economic performance is not the only responsibility of a company,
according to Drucker (1984, 2011), the first responsibility of a company is to make
enough profit to cover future costs, which is the basis for discharging other
responsibilities. As stated by Werther and Chandler (2010, 12), “unless a firm is
economically viable, even the best of intentions will not enable stakeholders to achieve
their goals and maximize social value”. For many small and middle-sized companies
in China, their priority is to be economically viable. At the current stage, they do not
have enough resources to invest in CSER, which is seen as seeming to go beyond their
current competence. As Participant No. 7 said, CSER is “related to the economic
situation, development and progress of society”. In Thailand, another developing

country, Setthasakko (2010) also found that the narrow focus of companies on

202



economic performance was one of the three root causes that impeded environmental

reporting.

In summary, Ullmann (1985, 553) proposed two reasons why a company’s economic
performance is important to its CSR performance:

First, economic performance determines the relative weight of a social demand and
the attention it receives from top decision makers. In periods of low profitability and
in situations of high debt, economic demands will have priority over social demands.
Second, economic performance influences the financial capability to undertake costly

programs related to social demands.

There appears to be a body of knowledge revealing that companies with higher
profitability tend to disclose more social and environmental information. In
Bangladesh, Khan’s (2010) study of social and environmental disclosures in annual
reports of 30 private commercial banks found a positive correlation between corporate
profitability and their CSER disclosure level. In Malaysia, the findings of Haniffa and
Cooke’s (2005) study suggested a positive correlation between listed companies’
profitability and their social and environmental disclosure level in annual reports. In a
study by Tagesson et al. (2009), profitability was found to be a positive factor on CSR
disclosure levels on the websites of Swedish listed corporations. In Germany,
Gamerschlag, Méller and Verbeeten (2011) also found that large listed companies with

higher profitability disclosed more environmental information.
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PHILANTHROPIC
Responsibilities

Be a good corporfe cilizer.
Contribute resources
to the community;
improve quality of life.

ETHICAL
Responsibilities

Be ethical.
Obligation to do what is right, just,
and fair. Avoid harm.

LEGAL
Responsibilities

Obey the law.
Law is society's codification of right and wrong.
Play by the rules of the game.

ECONOMIC
Responsibilities

Be profitable.
The foundation upon which all others rest.

Figure 6.2: The Pyramid of Corporate Social Responsibility

Source: Carroll (1991, 42)

As mentioned in Chapter 2 ‘Literature Review’, although the findings of some studies
suggested a negative relationship or no relationship between companies’ financial
performance and their social and environmental disclosure, it seems the majority of
the studies in China found financial performance to be a positive factor of companies’
social and environmental disclosure and their CSR practices. A recent study in China
by Lu and Abeysekera (2014) investigated the social and environmental disclosure of
100 firms on the 2008 Chinese Stock-listed Firms’ Social Responsibility Ranking List,
and found the disclosure level was positively associated with the profitability of the
firms. Another recent study in China by Marquis and Qian (2014) based on 1,600 CSR

reports issued by listed companies over three years also found companies with more
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financial resources were more likely to be involved in CSR reporting. Several other
studies in Chinese (e.g. Ma and Zhao 2007; Lin 2007; Zhang et al. 2008; Shen 2007,
Li, Jia and Meng 2009; Liu 2012; Li 2010; Yuan 2004) also had consistent results.

In addition, in a survey-based study by Zu and Song (2009) in China, managerial
valuing of CSR was found to be positively related to firms’ financial performance. Qiu
and Xu (2006) pointed out that the cost of reporting was an important barrier to
companies’ CSR disclosure in China. Apparently, companies with good financial
performance were more likely to have the resources needed to undertake social
responsibilities (Chen and Wang 2011).

The prioritisation by companies of economic performance over social and
environmental impacts was a large impediment to CSER in China. On one hand, as
China is still a developing country, it is unavoidable that people and companies still
struggling to survive cannot afford to consider CSER. On the other hand, the
atmosphere in society of the excessive pursuit of economic benefit in China has
discouraged investment in CSR and CSER by companies. Some companies with
enough resources were still unwilling to produce CSER because they perceived that
CSER would have a negative impact on their economic performance. The narrow
focus of companies on economic profit caused a lack of internal motivation to produce
CSER, while the public’s excessive pursuit of economic benefit resulted in a lack of

external pressure on companies to disclose their social and environmental impacts.

6.5 CSER PHENOMENON IN CHINA

Drawing on the study’s findings to gain a deep understanding of the CSER
phenomenon in China, it is essential to analyse the circumstances at multiple levels,
including broad political, economic, social and cultural considerations at the macro
level, and internal influences on companies’ decision making at the micro level. Figure

6.3 summarises the influential dynamics of CSER in China as revealed in this study.
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Figure 6.3 CSER in China

Notes: (+): positive influence on CSER adoption; (-): negative influence on CSER adoption; arrows show direction
of influence

Firstly, in a political and regulatory context, government influence and reporting
requirements are important influences on companies’ CSER practice. The national
policy in China is in favour of the development of CSER. As mentioned in Chapter 3,
the Chinese government has put sustainability development and social harmony at the
top of its current work agenda. In response to the government, regulatory bodies have
promoted CSR and CSER, thereby, exerting institutional coercive isomorphism. The
CSR reporting requirements for certain categories of companies have been a major

driving force. However, at the current stage, the lack of regulations on other

companies was a major barrier to CSER.

Secondly, CSER is highly relevant to the economic status of China. China’s rapid

economic growth in the past three decades has lifted hundreds of millions of people
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out of poverty, and offered enormous opportunities for companies to achieve higher
profits. However, China is still a developing country with a large number of poor
citizens, and many small and medium-sized companies are still struggling to stay in
business. For their survival, these companies with poor economic performance are
inclined to give priority to economic interests over their social and environmental
impacts (see Figure 6.2). Consequently, the public expectation of CSR in China is low,
partly due to the low individual income. Differences in CSR expectation exist between
rich and poor societies due to different priorities (Carroll 1991; Werther and Chandler
2010).

Thirdly, some social and cultural aspects also impact on CSER in China. Peer
companies’ practice and public awareness are two strong factors. Influenced by a
collectivist culture of institutional norms, companies in China, whether they are
reporting or non-reporting, tend to keep to the same practice as their peers due to
mimetic isomorphism. Moreover, in a low-key culture, companies do not want to stand
out, so they are reluctant to engage in CSER when it is not a common practice in their
industry. As for public awareness, it was perceived by the participants that the public
in China do not pay attention to companies’ social and environmental impacts, with
the exception of those companies with controversial issues and negative news. This is,
to a large extent, due to the public’s narrow focus on economic interest. China had
been seeking rapid economic growth at the cost of the deteriorating environment and
widening social inequality (World Bank 2007). Although the public awareness of
social and environmental issues has improved in recent years, the social atmosphere
will not change overnight. In addition, the “high-power-distance” cultural trait
indicates that Chinese companies are inclined to accept compliance reporting and
government regulatory control. “Guanxi (X % relationship)” plays a vital part in the
Chinese business culture. It drives companies to engage in CSER to please the Chinese

government which has been emphasising environmental and social issues.

These political, economic and socio-cultural dynamics determine the external pressure
on companies’ CSER, while the internal factor, management attitude to CSER, has a
direct influence on companies’ CSER decisions. Management with a higher awareness
of CSR and accountability to stakeholders is more likely to promote CSER in their
company. On the other hand, lack of management support can be a large disincentive

to CSER. Although senior managers’ moral awareness is an important subjective
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factor, they still objectively weigh costs and benefits to companies when making
decisions. The mindset of CSER versus that of economic performance prevents these
companies from seeking opportunities for a win-win situation of increasing value to
both business and society. Some companies have realised the benefits of CSER in
relation to company image. A driving force for CSER revealed in this study is
a reputation for social responsibility which can be a long-term competitive advantage
for companies. In internal decision-making processes, it is important that companies
consider whether they view CSER as an economic burden or as a strategic move that
can bring them long-term benefits.

In summary, the most important institutional coercive force for the historical increase
of CSER in China was reporting regulations, which caused certain categories of
companies to begin CSER. The reporting practice of these companies, in compliance
with the government as a powerful stakeholder, then triggered another enabler, peer
pressure, which drove the adoption of CSER by some companies that were not
obligated by the regulations to do so. In addition, with more companies issuing CSR
reports and the government’s advocacy, some senior managers became aware of CSER
and its positive influence on company image, which also impelled the engagement in
CSER by companies. Despite the rapid increase in CSR reports since 2008, the
response by companies to institutional pressure for CSER has generally taken a
reactive approach. The fundamental barriers to taking a proactive approach to CSER
are: management belief in the negative influence of CSER on profitability and the
perceived lack of public demand for this information. Although benefits to company
image are an incentive of CSER, with lower social attention on CSR in China, having
a reputation for CSR in China is probably less valuable for companies than it would
be for companies in developed countries. Companies in China still lack enough
internal drivers and initiatives to engage in CSER, which is a reason for the low quality
of CSR reports as mentioned in Chapter 3. The theoretical interpretations of the
findings in the next section provide some insightful explanation of the evolving CSER

phenomenon in China.

6.6 THEORETICAL INTERPRETATIONS OF FINDINGS

In understanding the CSER phenomenon in China, the findings of this study appear to

partly resonate with the systems-oriented theoretical framework (i.e. institutional
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theory, stakeholder theory and legitimacy theory). These three widely invoked theories
in CSER studies have been described in detail in Chapter 2 ‘Literature Review’. This
section discusses the applicability of these Western-based theories in interpreting the
CSER phenomenon in China. Table 6.1 provides the drivers of CSER adoption in
China and the corresponding theoretical insights upon which the study reflected.

6.6.1 Institutional theory

The findings of this study appear to resonate well within the Chinese institutional
context. Institutional theory asserts that various external pressures within an
organisational field/sector cause institutional isomorphism (DiMaggio and Powell
1983) with the tendency towards convergence in the practice of organisations in a
particular context (Larrinaga-Gonzalez 2007). In this study, the organisational field
appeared to be the industrial sector. The social legitimacy of the companies in a sector
is defined by the values, norms, rules and taken-for-granted assumptions in the
institutional environment (Scott and Meyer 1994). Companies in the same field share
the same criteria of social legitimacy, so their practices tend to be convergent.
Institutional isomorphic change occurs through three mechanisms: coercive, mimetic,
and normative, and the distinctions among these three types of isomorphism are not

always absolutely clear-cut (DiMaggio and Powell 1983).

From an institutional theory perspective, regulations and government influence, the
foremost driving force of CSER in China emerging from this study, are coercive
mechanisms. Disclosure requirements imposed by the two stock exchange regulators
and the SASAC were the formal obligatory pressure exerted on the companies, while
the government’s advocacy was an informal political influence. The coercive
mechanisms forced the companies to respond to the regulations or to pressure from the
government by issuing CSR reports, which explains the dramatic historical increase in
CSR reports in China since the disclosure requirements and government advocacy in
2008.

Peer pressure, as another important enabler of CSER in China revealed in this study,
can be interpreted through mimetic isomorphism. Mimetic isomorphism explains
some trends in the organisational field results with the view that organisations when
facing uncertainty imitate their peers that were perceived to be successful (Larrinaga-
Gonzélez 2007). Participant No. 11 from an SOE mentioned that the CSER practice of
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another SOE was highly praised and encouraged by the Prime Minister in 2006; after
that, the company he worked for and another SOE also started to produce CSR reports
in 2007. This is a good example of companies imitating peers’ CSER practice which
was deemed to be successful in enhancing their reputation. However, many
participants referred to the common practice in their field, not necessarily the leading
companies’ practice. In some industries, such as the banking and finance sectors and
the dairy sector, the majority of large companies had produced CSR reports. Some
industrial associations also provided guidelines for their members, such as the
Guidelines on the CSR of Banking Institutions of China issued by the China Banking
Association. Companies in these industries tended to consider CSER as an institutional

norm.

On the other hand, the mimetic mechanism is also plausible in explaining why some
companies did not issue CSR reports. Many participants from non-reporting
companies during the interviews raised the point of peer companies that did not
produce CSR reports. In some industries where the common practice was ‘not
reporting’, the mimetic mechanism could also lead companies to follow the tendency

by imitating their non-reporting peers.

In this situation, the low-key Chinese “culture—cognitive” institutional forces (Scott
2002) of shared beliefs prevailed in explaining the resistance to CSER operating
alongside the normative controls and regulatory systems. The lack of external pressure
attributable to the low-key Chinese culture, insufficient regulations and lack of public
awareness also translates into lack of internal pressure causing senior managers’ lack
of motive in embracing CSR and CSER. As observed in this engagement-based study,
the focus on external and internal institutional pressures seems to be useful in

explaining, in part, the CSER phenomenon in China.

6.6.2 Stakeholder theory

The findings of this study align to a certain extent with both branches of stakeholder
theory. According to the normative branch of stakeholder theory, organisations have
moral obligations and responsibilities toward all their shareholders owing to the
intrinsic rights of stakeholders (Donaldson and Preston 1995; Unerman 2007). The
intrinsic awareness and morality impelled senior managers to hold their companies

accountable to their stakeholders by making them believe that it was their ethical duty.
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Management awareness (or the lack thereof) was found to be a major enabler of (or
barrier to) CSER in China in this study. Several participants talked about their

companies’ responsibilities and accountability towards their stakeholders and society.

As Deegan (2012) suggested, the normative branch of stakeholder theory cannot be
tested, and the participants might tend to say something nice about their companies as
aresult of “Mianzi (face [l ¥-)” culture in China. However, the researcher still believes
most participants seemed to be concerned about their stakeholders, at least to a certain
degree, as they provided real examples of their companies’ CSR practices, such as
their philanthropic activities, and their efforts towards employee well-being, product
safety, energy saving and emission reduction.

According to the managerial branch of stakeholder theory, instead of treating all
stakeholders equally, companies exert more effort in managing their relationship with
stakeholders who have more power in relation to their business (Gray, Owen and
Adams 1996). Many empirical studies have found that CSER is used as a tool by
companies to manage particular stakeholder groups such as the media (Brown and
Deegan 1998); international customers (Belal 2008; Islam and Deegan 2008; Dong,
Burritt and Qian 2014); NGOs (Deegan and Blomquist 1996); environmental lobby
groups (Deegan and Gordon 1996); shareholders and employees (Lindorff and Peck
2010); and the government and regulators (Rowe and Guthrie 2010). In this study, it
seems that the Chinese government and regulators were the most salient stakeholders
in the eyes of the participants. The study revealed that regulations and government
advocacy were primary enablers of CSER in China. Many participants mentioned
companies, especially SOEs, answering the call of the government and regulators to
issue CSR reports, and some admitted that they wanted to build a good relationship
with the government and the regulators. For instance, Participant No. 3 told the
researcher that one of the main reasons why they always made huge donations to
disaster areas was because his company wanted to maintain a good relationship with

the government. “Guanxi (3% % relationship)” is crucial in the Chinese business world.

From the perspective of the managerial branch of stakeholder theory, companies might
see CSER as an instrument to manage their relationships with the Chinese government,
an important stakeholder which supports CSR. For example, in the banking industry,

state-controlled banks paid more attention to their own CSR practices and assigned a
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larger weight to social and environmental impacts on borrowers when they made loan
decisions. Different from privately-owned banks, in addition to creating wealth, they
also served as tools of the government in achieving social welfare, following the
strategic direction of the government (Tian and Estrin 2007; Chen et al. 2010). As
stated by Participant No. 1 from a state-owned bank, “/sJome small banks may care
more about profit, some heavy polluting projects may still be granted credits, but this

will never happen in our bank or other state-owned banks .

6.6.3 Legitimacy theory

Legitimacy theory can partially explain a relatively weak enabler of CSER in China as
revealed in this study—public pressure. As mentioned in Chapter 2, legitimacy theory
is imbedded in the notion that there exists a ‘social contract’ between the organisation
and the society in which it resides: to fulfil this social contract that enables its survival
in society, the organisation must ensure its practices are perceived as being legitimate

by society.

Owing to the low public awareness of CSER in China, many participants did not
believe that their companies were subject to challenges threatening their legitimacy
that were associated with their social and environmental impacts. However, companies
facing controversial issues and negative news tended to be under greater pressure from
the public, and were more likely to disclose CSR information to justify their legitimacy.
Companies in the dairy industry were a good example. Following a series of national
food safety scandals, the three largest companies in the dairy industry voluntarily
produced CSR reports. Participant No. 12 from a dairy company asserted that it was
necessary to strengthen communication between the company and stakeholders in
order to rebuild the confidence of the market. From a legitimacy perspective, CSER

could be used by these companies to defend their social licence to operate.

212



Table 6.1: Theoretical interpretations of the findings

LAl Of.CSER Related Theories
adoption
e Institutional theory — coercive mechanisms
Regulations and (DiMaggio and Powell 1983)
government influence o Stakeholder theory — managerial branch
(Gray, Owen and Adams 1996)
Peers’ practice e Institutional theory — mimetic mechanisms
(DiMaggio and Powell 1983)
Management e Stakeholder theory — normative branch
awareness (Donaldson and Preston 1995)
e Legitimacy theory
Seek to ensure their operations meet social expectation
Public pressure (Deegan 2009)
Reduce legitimacy gap when it occurs
(Lindblom 1994)
Benefits of reporting e Not applicable

6.7 Strategies to advance CSER in China

CSER in China has made encouraging progress in recent years, but it is still at a
preliminary stage of development. The majority of participants in this study were
positive about the future adoption of CSER in China, and many provided
recommendations to advance it. Their suggestions, together with the enablers of and
barriers to CSER identified in this study, were considered in order to refine the best
ways forward to achieve wider diffusion of CSER in China. These strategies can be
broadly classified into two categories: pushing strategies which aim to force
companies to engage in CSER, and pulling strategies which seek to encourage
companies to adopt CSER actively. Pushing strategies tend to reflect coercive and
normative institutional isomorphism, while pulling strategies are more akin to mimetic
and normative institutional isomorphism. Figure 6.4 provides a snapshot of the
strategies with the details elaborated in the following two subsections. In particular,
the Chinese government is expected to play a leading role in promoting CSER in the
short term to middle term. In the long term, it is critical to shift companies’ attitudes

from reactive compliance to proactive engagement to achieve CSER diffusion in China.
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Figure 6.4: Strategies to advance CSER in China

6.7.1 Pushing strategies to encourage CSER

Three pushing strategies within short-term, medium-term and long-term frameworks

are explained in detail in the following paragraphs.

a) Increasing regulations: short-term strategy

Increasing regulations for CSER is probably one of the best ways to improve the level
of CSER in the short term. The majority of participants considered that extending the
range of companies obligated under regulations was the most effective way to have
more companies in China start CSER. In addition, the findings of this study suggest
that the existing regulations are the largest enabler of CSER in China, while

insufficient regulation is a major barrier. In addition, as mentioned in Chapter 2, the
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dramatic increase in CSR reports, after the issuing of regulations in 2008 for certain
categories of companies, demonstrates the strong influence of regulations.

In the short term, regulatory authorities should mainly focus on companies in heavy
polluting industries and those with greater social impact. As these companies have a
greater impact on the environment and society, more regulatory requirements are
needed to hold them responsible for their activities through greater transparency. When
the large leading companies have issued their CSR reports, other companies in their
industries would be pressured to follow them. Once CSER becomes a trend, the
companies not obligated under regulations would also start embracing CSER to keep
up with the majority as a result of peer pressure, which was found to be another major
enabler of CSER in China. Meanwhile, the low-key culture (avoiding standing out)—
a major barrier to CSER—would be removed if it were a common practice of
companies in China to issue CSR reports. Therefore, it is necessary to encourage more

companies to start CSER at this early stage.

However, increasing regulations can only improve the quantity of CSR reports, but not
necessarily their quality. Unlike financial reporting, which has a mandatory
standardised framework and mature auditing procedure, CSER in China has no
standardised reporting framework and CSER auditing is not a common practice. The
generally loose and varied guidelines provided by different regulators leave companies
with the freedom to selectively disclose favourable information which largely impairs

the comparability and credibility of CSR reports.
b) Issuing standardised CSER frameworks: middle-term strategy

One challenge faced by CSER is emergent metrics and widely varying measures: these
lead to vague, misleading information and impair the materiality of the reporting
(World Bank 2004). To improve the quality of CSER, standardised CSER frameworks
with mandatory quantitative indicators for companies in different industries need to be
developed and provided to companies. As there is probably no single CSER
framework that fits all companies in different industries, regulatory authorities should
work with industry associations and professional institutions to set unified industry
standards for CSER. When developing the reporting frameworks, ideas can be adapted
from the existing CSER guidelines such as the world’s leading CSER framework, GRiI,

and Material and Quantitative Indicators Guideline for CSR Report recently issued by
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SynTao (2014), a Chinese professional CSR consultancy. Standardised reporting
frameworks will not only make it easier for small and medium-sized companies to
build their reporting systems, but also will largely improve the credibility and value of
CSER. After releasing the reporting frameworks, free training should be provided to
companies on how to apply them to facilitate their adoption.

Issuing more detailed requirements and reporting frameworks is not enough. It is also
important to enforce companies’ compliance. At this early stage of CSER in China, it
is more practical to encourage companies to adopt independent auditing of their CSR
reports, rather than making it a regulation. Unlike the potential value that shareholders
and investors place on financial reporting, there is a lack of public awareness and
demand for CSER in China. As the public are unlikely to be actively involved in
overseeing CSER at this stage, the inspection task will largely come down to
regulatory authorities. However, the regulators would not have enough personnel and
resources to inspect all CSR reports. Therefore, the enforcement of CSER also needs

the involvement of the public and the support of mainstream values.
c) Improving public awareness: long-term strategy

Improving public awareness is a fundamental long-term solution to improving CSER
in China by involving the public in participation in the enforcement of companies’
CSER practice. As suggested by the findings of this study, a fundamental barrier to
CSER in China is the lack of public awareness about CSER by companies expect for
that of controversial companies. If the public have a high level of awareness of CSR
and CSER, they will actively oversee companies’ practices which could compensate
for insufficient inspections by regulators. High societal expectations of CSR can even
push the companies that are not obligated under reporting regulations to spontaneously

issue CSR reports in order to maintain their legitimacy.

School education is a fundamental way to cultivate morality and CSR awareness of

the public from childhood.

» Primary schools could educate children to behave in an ethical way and to care
about society and the environment.
* High schools could enhance morality and civic duty, teaching students that

both individuals and companies have responsibilities towards society.
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» Universities could set courses about sustainability, CSR and CSER.
» Business schools and schools of accounting could also incorporate
sustainability reporting or CSER as compulsory courses.

Children and young people are the future of China, and some will be the leaders of
companies in the future. If the morality of the future generation in China is cultivated
through education, a positive social atmosphere of corporate citizenship and CSR will
be created, and companies will then be under more pressure to take their CSR seriously
and produce their CSER.

In addition, extensive and long-term media publicity could also help to create
supportive mainstream values. The media, including television, newspapers, radio,
magazines and websites should increase the coverage of CSR in China. The public
should be informed that companies have social and environmental impacts on them,
and obligations towards them, and about the ways in which CSER would benefit them.
In China, state-run media outlets hold a significant market share; therefore, the Chinese

government could use its influence to increase media coverage of CSR issues.

This long-term process of public awareness for CSER development that involves all
stakeholders (including ministries, local authorities, NGOs, professionals, academics
and community members) is known as “capacity building” (United Nations
Committee of Experts on Public Administration 2006). The UNDP (2014) outlines
that capacity building takes place at an institutional level (institutional rules and
regulations), societal level (public awareness) and individual level (managerial
awareness). The next subsection discusses the pulling strategies and the relevance of
capacity building in improving managerial awareness and reputation enhancement for
embracing CSER in China.

6.7.2 Pulling strategies to encourage CSER

a) Improving senior managers’ awareness

In this study, senior management awareness was found to be a critical factor for CSER
adoption in China. If the management of a company has a high level of awareness of
CSR and CSER, it is most likely that the company will take the initiative to engage in

CSER, allocating more resources to it. Capability building by improving senior
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managers’ awareness and through training can enhance both the quantity and quality

of CSER.

As individuals in society, senior managers are also influenced by social mainstream
values. Therefore, ways to improve public awareness of CSR will also work on senior
managers. In addition, there are two other solutions to directly promote CSER to senior

managers.

Firstly, CSR and CSER should be incorporated in MBA courses and executive training.
In China, MBA courses are popular among senior managers, and executive training is
common in most companies. The findings of this study suggested that although some
senior managers have CSR awareness, they do not have a good understanding of it.
They tend to see CSR activities and reporting as a sacrifice of profitability. It is
important to encourage senior managers’ awareness that “CSR can be much more than
a cost, a constraint, or a charitable deed —it can be a source of opportunity, innovation
and competitive advantage” (Porter and Kramer 2006, 78), and to enlighten them that
a strategic approach to CSR can create shared value for the business and society (Porter
and Kramer 2011). In addition, the findings also showed that quite a few participants
knew little about CSER, including its value. Some companies that engaged in many
CSR activities did not think there was a need to publicly broadcast their CSR practice,
which was actually a significant lost opportunity, because “communicating and
branding CSR can be an innovative and valuable business strategy to reach critical
constituencies inside and outside the corporation” (McElhaney 2009, 34). CSER is an
important component of strategic CSR as stakeholders, such as customers, employees,
suppliers, business partners, investors and peers cannot factor a company’s CSR
practice into their decision making if they do not know about it (McElhaney 2009).
Hence, relevant courses are needed for senior managers to cast light on the strategic

value of CSR and improve their knowledge of CSER.

Secondly, as most senior managers in China are members of professional or industrial

bodies, these bodies can promote CSER through their network by:

e Arranging seminars on CSR and CSER education.
e Arranging guest speakers on their companies’ CSR or CSER practice.

e Organising informal CSR thematic networking activities.
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e Working with media to provide some awards to their members’ companies
with outstanding CSR or CSER practice.

e Regularly incorporating successful stories of CSR and CSER practice of
leading or members’ companies in institutional members’ newsletters and

journals.

These activities could be a great channel for members from different companies to
engage in some ‘community of practice’ peer-to-peer communication about CSR and
CSER. The members from companies that have adopted CSER could act as opinion
leaders in spreading ideas of CSER to others who have little knowledge of it.
According to Roger’s (2003) innovation diffusion theory, the influence of opinion
leaders, who are mostly early adopters, is often used to spread new ideas through their
social networks. A major enabler of CSER in China is peer pressure, while a large
barrier is a low-key approach. Some senior managers are worried that CSER may draw
unnecessary attention and cause a negative impact on their companies. Hearing
successful stories of CSER from their peers who lead by example would not only
inspire these senior managers to engage in CSER, but would also eliminate their

concerns.

In addition to improving senior managers’ knowledge of CSR and CSER, it is also
important to make senior managers aware that CSR and CSER are an emerging trend
in China that encourages mimetic institutional isomorphism and the adoption of a

common practice (i.e. institutional norm) among leading companies.
b) Providing opportunities to build company’s reputation through CSER

The provision of opportunities to build a company’s reputation through CSER can
encourage companies’ initiatives in disclosing CSR activities. Whilst the perceived
lack of an appropriate economic return from CSER was a huge disincentive,
enhancement of company image was identified as a major incentive for CSER in China.
Companies that focus excessively on economic profit are reluctant to invest in CSR
and CSER, because they cannot see an appropriate economic return. If CSER could
help to create a good public image for companies, they would be more likely to take
the initiative to adopt it. Company reputation is an intangible asset and with

competitive advantage can bring companies long-term economic benefit.
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Winning CSR or CSER awards is another good opportunity to build the reputation of
companies. Current CSR and CSER awards in China include the China Best Corporate
Citizen, Golden Bee CSR China Honour Roll and Golden Bee Excellent CSR Report,
and awards for the best CSR report in different industries. Many participants in this
study were very proud of the relevant awards that they had won, and their companies
always listed these awards in their published CSR reports and websites. During the
familiarisation study, the researcher was told that the senior management of two
companies intended to win such awards. Hence, the media, industry associations and
professional rating agencies could grant prestigious CSR and CSER awards to
companies with superior practice across a variety of industries and regional locations,
and disseminate information on winning companies. Furthermore, they could jointly
arrange CSR and CSER forums and honorary ceremonies, and invite leading
companies and the media to attend. The government authorities could show support

for these activities and endorse major awards.

In addition, it is important to enhance the media publicity of successful companies or
of companies with good CSR or CSER practices. Increased media coverage will also
draw public attention to CSR and CSER which is not only a positive pressure but also
an encouragement to companies. If companies’ public image is influenced by their
CSR and CSER practice, they will be motivated to engage in CSR activities and

reporting.

6.7.3 Government’s roles in advancing CSER

The pushing strategies of increasing regulations and standardisation of CSER also
require government institutional intervention. As previously mentioned, unlike
companies in Western developed countries, Chinese companies are subject to rigid
central government control. As a result of its power over companies, the Chinese
government was regarded by participants as the most important stakeholder as it could
exert a significant influence on the CSER of companies. In addition, the findings of
this study show that the market in China does not offer sufficient incentives for
companies to adopt CSER on a voluntary basis. Therefore, the Chinese government
should take the lead in advancing CSER in China.

The World Bank (2004) suggested five actions that governments in developing

countries could take to advance CSER, namely:
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e Mandating reporting requirements through company law, stock listing
regulations or direct disclosure laws, and ensuring compliance by requiring
external auditing and assurance.

o Facilitating CSER through the development of reporting guidelines and the
dissemination of best reporting practices in industries, and the provision of
incentives such as tax benefits, and trade and investment promotion.

e Partnering with other groups to support CSER by building networks to
facilitate learning from reporting companies, providing collected data and
convening stakeholders to facilitate dialogue.

e Endorsing CSER by supporting award programs, honouring companies with
superior practice and disseminating information about them.

o Demonstrating the principles of transparency to private sector entities by

disclosing the government’s own activities.

Some of the above government roles fit well with the proposed strategies for advancing
CSER in China. Firstly, the Chinese government could have regulatory bodies to
expand the range of companies obligated under mandatory requirements. Secondly,
Chinese government agencies could develop standardised reporting frameworks
together with industry associations and professional institutions. Thirdly, the Chinese
government could work with the State Education Commission to incorporate CSR and
CSER in schools and higher education. Lastly, Chinese government agencies could
officially endorse CSR and CSER awards granted by the media and rating agencies.
In addition, as the government has strong control over the Chinese mainstream media
(Yang, Craig and Farley 2015), it could facilitate publicity for CSER and CSR to

increase the awareness of the public and companies.

6.7.4 The fundamental way to achieve CSER diffusion in China

Although the Chinese government’s coercive institutional involvement could be a
strong driving force, the diffusion of CSER cannot solely rely on companies’ passive
compliance with regulations. If companies only engage in CSER as a result of
mandatory regulations or government pressure, it is likely that they will make minimal
level disclosures as a symbolic gesture: the real purpose of CSER will thus not be

served. Therefore, in addition to mandatory regulations and the government’s coercive
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influence, companies need to become actively engaged in CSER of their own free will
which is the fundamental way to achieve advanced CSER in China.

According to Rogers (2003), there are five stages in an individual/organisation’s
decision-making process about innovation—CSER, in this case. During this process,
the government should take on the role as a change agent to positively influence
companies” CSER decisions. Figure 6.5 illustrates the stages and what needs to be
done at each stage to facilitate CSER diffusion in China. The first stage is to create
company (i.e. management) awareness and knowledge of CSER, as has been discussed
in subsection 6.7.2.

Stages:
e e e
1) Knowledge 2) Persuasion 3) Decision 4 )
Implementation Confirmation
\- \ \
2 . ) ! /T/
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% /Creating (Extending the ) ~N
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, 6.7.2 regulations to relevant training practice
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awareness trigger mimetic to assist
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subsection value of the (see subsection preparing CSER media
6.7.2) benefitsby 6.7.1) (see subsection publicity of
\ /| improving public 6.7.1) these
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\subsection 6.7.1) /N—/ \ companies /

Figure 6.5: Five stages in companies’ CSER decision process

Source: adapted from Rogers (2003, 170)

The second stage, persuasion, is critical as it is at this stage that companies (i.e. their
management) develop a favourable or unfavourable attitude towards the new idea.
Management attitude was revealed as a large direct influence for CSER adoption by
companies in this study. Before forming an attitude, companies (i.e. their management)
will weigh the advantages (i.e. benefits) and disadvantages (i.e. costs) of the new idea
(i.e. CSER in this case) (Rogers 2003). The costs of CSER include the direct costs of
gathering and disseminating information; indirect costs from investing in CSR

activities, such as philanthropic activities to have some positive information to report;
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and potential costs from public reaction to their reporting. As revealed in this study,
increasing costs without an appropriate economic return was a large disincentive for
the adoption of CSER by companies. In reality, most companies are likely to be
unwilling to bear the costs without receiving appropriate benefits, even if they regard
CSER as a good thing. Therefore, it is important to convince companies that there is
no conflict between CSER and their economic performance; they can ‘do well by

doing good’.

Drucker (1984) asserted that companies can discharge their CSR only if it is converted
into business opportunities. Carroll and Shabana (2010, 100) described CSR activities
(including CSER) as having a win-win perspective: “by engaging its stakeholders and
satisfying their demands, the firm finds opportunities and solutions which enable it to
pursue its profitability interest with the consent and support of its stakeholder
environment”. A perceived socially responsible company is more likely to have a good
reputation, lower unsystematic risk, and greater loyalty and commitment from its
stakeholders (Bernhut 2002). These competitive advantages will contribute to the
company’s long-term success. Importantly, the more attention the public/stakeholders
pay to CSR and CSER, the greater these intangible benefits will be. Therefore, it is
essential to improve public awareness of CSR and CSER in China, as has been
discussed in subsection 6.7.1. In addition, Rogers (2003) mentioned that when facing
the uncertainty of a new idea, companies will seek social reinforcement from others,
and he suggested that the positive experiences of peers with the innovation (i.e. CSER)

would be a cue to action (see subsection 6.7.2).

The third stage is decision, at which stage companies will make a small-scale trial of
the new idea if possible. For example, Participant No. 8 told the researcher that her
company disclosed a very small amount of negative information in its last CSR report
to test the public reaction. She said that if this had a negative influence on the company,
negative news would probably not be disclosed in future. To encourage companies to
make complete, fair disclosures, the media and the public should show more support
to companies’ self-examination instead of holding the negative news against them. In
addition, Rogers (2003) remarked that demonstrations from early adopters will speed
up the diffusion process, and that group pressure for the acceptance of a new idea
works better in a collectivist culture like China. This resonates well with the study’s

revelation that peer pressure is an important factor for CSER in China. Therefore, it is
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important to encourage more companies to start CSER at an early stage in order to
trigger mimetic isomorphism. Subsection 6.7.1 mentioned the strategy of extending
the range of companies subject to regulations.

The fourth stage is implementation of the new idea. At this stage, many companies
will encounter operational problems and will need technical assistance (Rogers 2003).
Many participants in this study stated that CSER was a fairly new concept to them and
they did not know it very well. Therefore, government bodies, as change agents, should
work with industry associations and stock exchange regulators to provide free training
about disclosing CSR reports with clear guiding reporting frameworks, which will not
only make it easier and cheaper for companies to prepare CSER, but will also improve
the quality of the reporting. This strategy was discussed in subsection 6.7.1.

The final stage is confirmation in which companies will seek reinforcement for their
adoption of CSER. If companies can recognise the benefits of using the innovation
they have adopted, they will integrate it into their ongoing routine and prompt others
to do likewise (Rogers 2003). Hence, after companies have engaged in CSER, it is
important to demonstrate the benefits mentioned in the second stage and to minimise
negative reactions in order to encourage companies to integrate CSER into their
business routine in the long term. Granting relevant awards and enhancing positive

media publicity will help to reinforce companies’ idea of CSER adoption.

In short, the government’s coercive involvement will be efficient in advancing CSER
at the primary stage. However, to achieve the diffusion of CSER in China in the long
term, it must be institutionalised as a regularised part of companies’ operations and

made a part of the value system and culture of companies in China.

6.8 SUMMARY

This chapter has discussed the findings from the interview data, complemented by the
body of knowledge from the existing literature on CSER, the historical development
of CSER in China and the theoretical perspectives. The chapter has explored the CSER
phenomenon in China mainly through understanding two main themes, namely, the
enablers of (RQ.1) and the barriers to CSER in China (RQ.2). Emanating from senior
managers’ answers collected through the interviews, strategies have been suggested to

advance the disclosure of CSR activities in China (RQ.3).
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The findings of this study appear to align well with the three social systems-based
theories. In particular, the coercive mechanism of institutional theory provides an
interpretation of the major enabler revealed in this study, namely, regulations and
government influence. The mimetic mechanism of institutional theory offers a
plausible explanation of another enabler, peer pressure. In addition, another enabler,
management awareness, resonates with the normative branch of stakeholder theory,
while the government influence on CSER fits well with the managerial branch of
stakeholder theory. In addition, legitimacy theory provides insight into a relatively

weak enabler, public pressure.

Finally, in this chapter, based on suggestions from the participants and the study’s
findings, two categories of strategies were refined to advance CSER in China (RQ.3),
namely, pushing strategies and pulling strategies. Pushing strategies (including
increasing regulations, providing standardised reporting frameworks and improving
public awareness) aim to force companies to produce CSR reports. Pulling strategies
(including improving the awareness of senior managers and providing opportunities to
build company reputation through CSER) seek to encourage companies to actively
engage in CSER. The Chinese culture of collectivism (Hofstede 2007; Hofstede,
Hofstede and Minkov 2010) in terms of “community capacity building” (United
Nations Committee of Experts on Public Administration 2006) is the overarching
‘push and pull’ strategy for encouraging CSER. Collectivism could be a strategic
advantage of CSER in China if CSER becomes embedded as a value embraced by the
community. At the end of this chapter, the important roles that the Chinese government
should take to advance CSER in China were emphasised, with the chapter highlighting
that the fundamental way to achieve CSER diffusion is to transfer passive compliance

to active engagement in the long term.

225



CHAPTER 7: CONCLUSIONS

7.1 INTRODUCTION

This final chapter firstly presents an overview of the thesis and then highlights the
major findings and implications. The chapter next discusses the original theoretical
and practical contributions of the study. Lastly, it illustrates the limitations of this study
and points out the potential for future research.

7.2 OVERVIEW OF THE STUDY

The primary purpose of this study was to gain an ‘emic’ understanding of the
normative assumptions underpinning the complex corporate social and environmental
reporting (CSER) phenomenon in China through the ‘lenses’ of senior managers by
adopting qualitative methodology. This study was mainly motivated by the lack of
engagement-based studies (Belal and Momin 2009; Owen 2008) and studies on CSER
research in developing countries (Islam and Deegan 2008; Belal and Cooper 2011). In
addition, it was considered fascinating to probe the reasons behind the rapid growth of
CSER in China in terms of the amazing increase in CSR reports since 2008. Whilst an
increasing number of companies have published CSR reports, they are still a small
minority in China. CSER in China is still in its infancy (Noronha et al. 2013), with
many problems (SynTao 2012b; China WTO Tribune 2013) and reporting of much
lower quality than is issued internationally (KPMG 2013). Hence, it is also important
to investigate the barriers that hinder the growth of CSER in China in order to reduce
them. To understand the rationale behind companies’ CSER decisions, this study has
probed senior managers’ perceptions of CSER using the qualitative approach. More
specifically, the three main research objectives were to: explore the enabling
motivations of (RO.1) and impediments to (RO.2) CSER adoption in China from the
managerial perspective and to discover effective enablers that would most likely to

encourage the advancement of CSER in China (RO.3).

After a general introduction (Chapter 1), the main body of this thesis started with an
extensive review of the CSER literature with a focus on empirical studies and widely
adopted theoretical perspectives in CSER research (Chapter 2). The thesis then
provided an overview of the institutional context in China, together with the historical

development of CSER in China within its specific context (Chapter 3).
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To allow the participants’ views to emerge, this study adopted an inquiry paradigm
utilising constructivist ontology, interpretivist epistemology and qualitative
methodology (Chapter 4). The primary data collection method was the semi-structured
in-depth interview. To achieve an all-round knowledge of CSER in China, the sample
covered senior managers from different types of companies in various industries in
China, including both reporting and non-reporting companies. Data collection and
analysis was an iterative process which continued until data reached saturation, when
all the emerging concepts were well defined and organised (Corbin and Strauss 2008).
Next, the findings summarised from the interview data, along with extensive quotes
from participants, were presented (Chapter 5). They were then triangulated with the
existing literature, the current status of CSER in China and the theoretical knowledge
to gain a comprehensive understating of the CSER phenomenon in China (Chapter 6).
Finally, suggestions to advance CSER in China were proposed (Chapter 6).

7.3 MAIN FINDINGS AND IMPLICATIONS

While most studies infer the motives behind CSER by using quantitative content
analysis to identify the determinants of disclosure levels, this engagement-based study
has directly explored the motives for and obstacles to adopting CSER via interviews

with senior managers in China.

In relation to the first research question regarding the main enablers driving CSER in

China, the following enablers were revealed in the findings:

e Regulations and government influence
e Management awareness

e Benefits to company image

o Peer pressure/reporting by peers

e Public pressure on controversial companies.

In relation to the second research question, the main barriers hindering CSER in China

were revealed in the findings as:

o Insufficient regulations
o Lack of management awareness
e Increasing cost without an appropriate economic return

e Low-key Chinese culture and non-reporting by peers
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o Perceived lack of public awareness.

These enablers and barriers suggest that CSER in China is influenced by both external
factors in an institutional context and internal factors at the corporate level. The
political, social and economic dynamics at the macro level decide the extent of
institutional pressure on companies’ CSER in China. These external pressures,

together with internal management attitudes, determine companies’ CSER decisions.

The political context in China is in favour of CSER. The Chinese government, which
has actively promoted the concepts of sustainable development and CSR, was
perceived by the participants as a major influence for CSER in China. This enabler is
consistent with the results of previous studies (e.g. Dong, Burritt and Qian 2014;
Marquis and Qian 2014; Liu and Anbumozhi 2009; Rowe and Guthrie 2010).
Compared with governments in Western countries, the Chinese government has more
power over companies due to its control of a significant portion of scarce resources,
its significant ownership of many large companies in China and its direct influence on
the management of state-owned enterprises (SOEs). In Chinese business culture,
“Guanxi (relationship < %R)” is of vital importance. A large motive for companies
(especially SOEs) to adopt CSER is to maintain a good relationship with the Chinese
government which is supportive of CSR and CSER. In addition to government
influence, reporting regulations were found to be an important influence concerning
CSER in China. As stated in Chapter 3, there has been a massive increase in CSR
reports in China since 2008 when reporting requirements for certain categories of
companies were issued by the SASAC and the stock exchange regulators. While these
coercive institutional requirements were perceived as a driving force for CSER
adoption in China, lack of regulations for other categories of companies turned out to
be a great barrier to CSER adoption. High-power-distance (Hofstede, Hofstede and
Minkov 2010), as a normative Chinese cultural trait, suggests that China’s accounting
and disclosure practice supports statutory control. Those companies not obligated
under reporting requirements tend to think it is unnecessary to go beyond compliance
reporting. In addition, the existing reporting requirements in China were regarded as

being too lenient to ensure that CSER was of sufficient quality.

In the social context, two important considerations of companies’ CSER adoption are

peer companies’ practice and public pressure. Firstly, institutional mimetic
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isomorphism prevails through peer companies’ reporting practice, which was found to
be a driving force for some companies’ CSER, while peers’ non-reporting practice
turned out to be a discouragement to other companies. Influenced by a collectivist
Chinese culture, Chinese companies tend to stay in groups by keeping the same
practice as their peers, whether they are reporting or non-reporting. Moreover, in a
low-key Chinese cultural norm, companies are inclined to avoid standing out, so as
not to draw unwanted attention. Therefore, companies are more likely to resist CSER
if it is not a common practice among their peers. Companies’ imitation of peers’ CSER
practice was also found in some prior studies (e.g. Aerts and Cormier 2009; Shen and
Su 2012).

Secondly, public pressure on controversial companies was regarded as a driving force
for their CSER, but the public awareness of CSER in general was perceived to be fairly
low which is a primary barrier to CSER in China. Companies in China believe that,
compared with their social and environmental impact, they are under much more
pressure in regards to their economic performance. The public’s low awareness of
CSER is to a great extent attributed to their excessive focus on economic interests, and
to the absence of relevant education in China. Lack of public awareness of and demand
for CSER was also identified as a significant disincentive to CSER in other studies
such as those by Rowe and Guthrie (2009) and Stubbs, Higgins and Milne (2013). To
conclude, these findings are basically in line with previous studies: the social
environment that impels companies to adopt CSER has not been an established
common practice in China (Gao 2011), and there is still the lack of a conducive
normative environment with sufficient peer pressure in terms of CSR and CSER in
China (Yin and Zhang 2012).

The economic context in China has a great influence on its CSER. To discharge their
CSR, companies have to be profitable (Carroll 1991; Drucker 2011). Economic
performance directly influences companies’ ability to bear the cost of CSR and CSER
(Ullmann 1985). On one hand, since the economic reform in 1978, China has achieved
amazing economic development, which has lifted hundreds of millions of people out
of poverty and provided tens of millions of business opportunities for companies in
China. Those without survival concerns are more likely to consider morality issues
(Maslow 1970), such as social and environmental impacts. On the other hand, China

is still a developing country with the second largest number of the poor in the world
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(World Bank 2014a) and only 9% of Australia’s GDP per capita (World Bank 2014c).
Hence, it is unavoidable that some people and companies in China may not be able to
prioritise CSER, because they have to focus on economic interests at this stage for
their survival. Many participants mentioned that some companies in China, especially
small and middle-sized companies, might not have sufficient resources to assign to
CSR and CSER. Cost was also found to be a barrier to CSER in other studies, such as
those by Martin and Hadley (2008) and Rowe and Guthrie (2009).

At the corporate level, management attitude was revealed as a critical factor in
companies’ CSER decision making. Many participants from reporting companies
showed a high awareness of CSR and CSER and mentioned the related practice of
their companies. Senior managers’ support of CSER is a strong enabler due to their
direct involvement in decision making in their companies. Meanwhile, the lack of
management awareness was found to be a significant barrier to CSER. It is worth
noting that some participants actually were aware of CSR but, in terms of CSER,
lacked knowledge about it. Senior managers’ influence on CSER was also identified

in other empirical studies (e.g. Campbell 2000; Belal 2008).

In companies’ decision-making processes, a new idea (i.e. CSER) is formed after
weighing its costs and benefits (Rogers 2003). Many participants expressed concern
about the increasing costs of CSER without an appropraite economic benefits, which
was an impediment to CSER adoption by companies. Although CSER may not appear
to bring immediate economic returns to companies, its benefit to company image was
regarded by the participants as an incentive. In identifying company image as an
enabler of CSER, this is in accord with other studies (e.g. Adams 2002; McMurtrie
2005). This motive is also supported by the fact that most CSR reports issued in China
only include good news (China WTO Tribune 2013).

In terms of theoretical perspectives, the findings of this study appear to partially
resonate with three widely invoked Western-based theories in contemporary CSER
studies, namely, institutional theory, stakeholder theory and legitimacy theory. From
the perspective of institutional theory, regulations and government influence are
coercive mechanisms that force companies to issue CSR reports, while both positive
and negative peer pressure can be plausibly interpreted with mimetic mechanisms. In

accordance with the managerial branch of stakeholder theory, companies are
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motivated to engage in CSER in reactive response to the Chinese government and
regulators, who are their powerful stakeholders. From the legitimacy theory
perspective, controversial companies with negative news are pushed by public
pressure to disclose CSR information in order to defend their social licence to operate.

In relation to the third research question regarding strategies to further advance CSER
in China, these are classified into two categories and summarised below.

Pushing strategies are used to increase the external pressure:

o Extending the range of companies obligated under regulation
« Providing standardised reporting frameworks with mandatory indicators
e Improving public awareness through the education system and mass media

publicity.
Pulling strategies are used to develop internal drivers:

e Improving awareness of senior managers by training through professional
bodies, industry associations, etc.

e Providing opportunities to build company reputation through CSER by
increasing awards granted to companies for good practice and enhancing media

publicity.

Due to China’s special socio-political setting, the government has important roles in
advancing CSER in China. The government’s coercive involvement can be a strong
driving force for CSER adoption. However, if companies simply undertake CSER as
a symbolic gesture to deal with the mandatory requirements, it will not serve CSER’s
real purpose. In addition, the government does not have enough resources to supervise
and enforce CSER in all companies. Therefore, the long-term strategies are to convert
companies’ compliance reporting to active engagement, and to increase the public
pressure on companies in terms of their CSER. To achieve this, the awareness of the
public and of management must be improved and, importantly, in a situation where
there is a perceived conflict between CSER and economic performance, it is essential
to provide more opportunities for a win-win perspective on CSER to reduce this

concern.
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7.4 SIGNIFICANCE OF THE STUDY

This study is significant in terms of its contributions to the body of knowledge of
CSER research and its implications for CSER practice in China.

7.4.1 Contributions to knowledge

The original value of this study largely rests with its research context, China, the
largest developing country, and its engagement-based qualitative research method.
Research on CSER has long been dominated by studies on developed countries, with
relatively little known about developing countries (Islam and Deegan 2008; Belal and
Cooper 2011) and especially China (Du and Gray 2013; Lu and Abeysekera 2014).
The widely adopted theories in CSER research are all based on Western developed
countries. As CSER is influenced by the social, political, economic and cultural
contexts in different countries (Guthrie and Parker 1990; Williams 1999; Ho and
Taylor 2007), the applicability of these theories in an Asian developing country

context is questionable.

In addition, most empirical studies of CSER, both in developing and developed
countries, focus on investigating the statistical relationships between disclosure levels
and influencing factors by quantitative content analysis. Hence, scholars (e.g. Parker
2005; Belal and Momin 2009; Owen 2008) have called for more engagement-based

studies to gain a deeper and closer insight into CSER.

Unlike most existing CSER studies, this engagement-based study adopted the
qualitative method to explore the CSER phenomenon in China from a managerial
perspective. The findings from in-depth interviews with senior managers add rich
‘emic’ knowledge of the rationale behind companies’ CSER decision making to the

CSER research within a developing country context.

This study also contributes to the body of knowledge in a systems-oriented theoretical
framework by applying institutional, legitimacy and stakeholder theories to illuminate
the underpinning assumptions of the CSER phenomenon in China. The findings
suggest that these three Western-based theories can also partially explain CSER in a
developing country context. In particular, institutional theory appears to be plausible

in explaining the institutional context of CSER in China.
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7.4.2 Contributions to practice

As the largest emerging and developing country, China has a significant influence on
the global economy and sustainability. However, China’s remarkable economic
growth has been accompanied by massive social and environmental issues. To achieve
sustainable development in the long term, China needs to improve the accountability
and transparency of companies through CSER with respect to their social and

environmental impacts.

This empirical study has significant value to CSER practice in China. It offers an
understanding of the enablers for and barriers to companies’ CSER adoption in China
through the lenses of senior managers. The findings may be helpful in assisting the
Chinese government and regulators in better comprehending how to set effective
policies that promote CSER. Moreover, companies in China may gain some
enlightenment from this study in planning their CSER strategies.

In addition, drawn from the study’s findings, some strategies to yield improved CSER
in China are recommended. At state level, regulatory intervention is probably the most
efficient way. Extending the range of companies obligated to report under regulations
can increase the percentage of reporting companies in the short term, which will trigger
mimetic isomorphism and facilitate the diffusion of CSER in China. In addition, the
regulatory authorities should issue standardised reporting frameworks with mandatory
indicators to improve CSER quality. At the societal level, an important long-term
strategy would be to improve public awareness and engagement which would not only
exert pressure but also be an encouragement for companies to embrace CSER practice.
Besides enhancing the publicity on CSER, the media could work with government
bodies, independent professional institutions and industry associations to appraise
CSR reports and grant awards. This would not only benefit the image of companies
which had good practice but would also demonstrate their success to non-reporting
companies. At the corporate level, CSR and CSER considerations could be
incorporated into professional training to improve senior managers’ awareness of

companies’ accountability to stakeholders and the importance of CSER.

233



7.5 LIMITATIONS

The primary limitations of this study are due to its research methodology and scope.
Firstly, as is the case with qualitative studies, the findings of this study are limited to
its specific context. The nature of this study is to provide a deep understanding of
managerial perceptions of the CSER phenomenon in China by emphasising the depth
of insight rather than the breadth of generalisation. Therefore, this must be taken into
account in judging the applicability of the findings across contexts. In this study, rich
and thick description (Geertz 1973) of the research context and design are provided
and extensive quotes from interviews are presented which enable other researchers to

appraise the applicability of the findings in other cases.

Moreover, the sample selection criteria are another limitation in generalising the
findings. All participants in this study were selected from large domestic and/or
overseas listed companies, SOEs and MNCs due to their larger social and
environmental impact. As company size has been identified as a crucial factor of CSER,
the applicability of this study’s findings to small and middle-sized companies in China
is questionable. In addition, the participants were recruited based on access
convenience, although snowball sampling (Atkinson and Flint 2004) was deliberately
avoided, and samples were purposefully chosen from companies of different
ownership types in various industries. However, the specific experiences,
qualifications and management position held by the interviewees included in the
sample could have coloured, to a degree, their perceptions. For example, the sample
included some managers who were currently undertaking MBA studies. Their
perspectives may have been systematically biased by the same ideas they all recently
acquired in courses related to CSR. Further, the interviewees included managers who
held positions in public relations and CSR departments of their organisation. This
could systematically bias their perceptions on the importance of the theme of ‘public

awareness’.

Lastly, the findings about the managerial perceptions of CSER were drawn based on
the responses of the participants in interviews. The participants’ real perceptions of
CSER could be intentionally or unintentionally clouded by political correctness. The
participants were all in senior management positions in their companies. As their

opinions about CSER might be perceived to reflect their and their companies’ moral
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consciousness, the participants might have been inclined to say something positive
about their companies and themselves in the prevailing “Mianzi (face [fii§)” culture.
Although the participants’ views were triangulated with publicly available data of their
actual CSER practice, the status of CSER in China and the findings of relevant

literature, it is still worth noting this concern.

7.6 FUTURE RESEARCH DIRECTIONS

Notwithstanding the limitations mentioned above, this study provides some promising
avenues for further studies in CSER. Some research directions for the future that
emanate from the findings of this study could be as set out in the following paragraphs.

Firstly, as indicated by the findings, the enablers of and barriers to CSER in China are
largely associated with the institutional context. It would be interesting to know
whether the CSER phenomenon would be conceptually different in other countries,
especially how it is driven or hindered by the specific institutional environment, such
as the political and legal systems and the social and economic contexts, as well as the
cultural influence. Comparative studies on CSER between developing countries and
developed countries, or countries with different cultures (e.g. Western culture and
Asian culture) could be conducted to explore the institutional factors surrounding
CSER. The findings of this study could be used for future international comparative

studies with a similar research design.

Secondly, participants in this study perceived that stakeholders, with the exception of
the government and regulators, were not aware of or interested in CSER, which is a
large disincentive to companies’ CSER adoption. To triangulate senior managers’
perceptions, future studies could also explore some powerful stakeholders’ perceptions
of CSER in China (e.g. government officers, stock exchange regulators, institutional
shareholders, creditors and large customers). These studies could adopt a mixed mode
research method. In addition to sample interviews, questionnaire surveys could be
conducted with both companies and stakeholders. A questionnaire study with a larger
sample has a better chance of generalisation from its findings. The findings of this
study could be used as a reference by researchers to design the questionnaires for

companies in China.
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Thirdly, as perceived by the participants in this study, in terms of CSER, only
companies with controversial issues and negative news in China are under public
pressure. Hence, a longitudinal case study focusing on the CSER practice of one or
two companies in China is recommended. It would be interesting to compare the
disclosure levels before and after the company(ies)’ encountering of negative news in
the media. Furthermore, researchers could also interview the personnel responsible for

CSER and the management in the company(ies) to triangulate the results.

Lastly, there is a need for more engagement-based studies of CSER to connect
theoretical perspectives to companies’ real practice, which could offer deeper and
more meaningful insights into the CSER phenomenon in different contexts. An
engagement-based case can be made for conducting participatory action research
(PAR), a strategy to advance CSER in practice, involving researchers and key

personnel in an organisation.

7.7 FINAL REMARKS

Corporate social and environmental reporting (CSER) is particularly meaningful to a
developing country like China. From the economic reform in 1978, economic
development had been the nation’s top priority and central task. Although the Chinese
government has expanded the focus to building a harmonious society and promoting
sustainable development, the values of the public and of companies in China will not
change overnight. CSER could generate a change in companies’ behaviour through
improving the accountability and transparency of their impacts on society and the

environment, thereby, benefiting all members of society in China.

Currently, the public pressure on companies’ CSER is perceived to be fairly low in
China. Until some form of coercive institutional pressure from relevant stakeholders
and the need for heightened legitimacy prevail, it will be a challenging journey before

CSER becomes an institutional norm among companies in China.

In addition, a perceived conflict between CSER/CSR and economic performance is a
fundamental internal barrier to companies’ active engagement in these activities in
China. To encourage companies’ reporting initiatives, it is essential to change their
perception of CSER/CSR from a financial burden to a competitive advantage, and to

persuade them to a perspective of CSER that is win-win. Only when companies realise

236



the importance of CSER/CSR to their long-term success will they incorporate it into
their company strategy, and engage in CSER on their own initiative.

Lastly, the researcher and most participants in this study believe that CSER will be an
increasing trend in China in the future, with the support of the government’s national
policy, the growing affluence of the Chinese people and as more Chinese companies
enter the global markets.

237



REFERENCES

Adams, Carol A. 2002. "Internal Organizational Factors Influencing Corporate Social
and Ethical Reporting Beyond Current Theorizing." Accounting, Auditing &
Accountability Journal 15 (2): 223-250.

Adams, Carol A., Wan-Ying Hill, and Clare B. Roberts. 1998. "Corporate Social
Reporting Practices in Western Europe: Legitimating Corporate Behaviour?"
The British Accounting Review 30 (1): 1-21.

Adams, Carol A. and Nongnooch Kuasirikun. 2000. "A Comparative Analysis of
Corporate Reporting on Ethical Issues by UK and German Chemical and
Pharmaceutical Companies.” The European Accounting Review 9 (1): 53-79.

Adams, Carol A. and V. Narayanan. 2007. "The 'Standardization' of Sustainability
Reporting.” In Sustainability Accounting and Accountability, eds. J. Unermann,
J. Bebbington, and B. O'Dwyer, 70-85. London: Routledge.

Aerts, Walter and Denis Cormier. 2009. "Media Legitimacy and Corporate
Environmental Communication.” Accounting, Organizations and Society 34
(1): 1-27.

Allard-Poesi, Florence and Christine Marechal. 2001. "Constructing the Research
Problem.” In Doing Management Research, eds. Raymond-Alain Thiétart and
Samantha Wauchope, 31-51. London, England: Sage Publications.

Alon, llan, Christoph Lattemann, Marc Fetscherin, Shaomin Li, and Anna-Maria
Schneider. 2010. "Usage of Public Corporate Communications of Social
Responsibility in Brazil, Russia, India and China (BRIC)." International
Journal of Emerging Markets 5 (1): 6-22.

Amran, Azlan and Roszaini Haniffa. 2011. "Evidence in Development of
Sustainability Reporting: A Case of a Developing Country."” Business Strategy
and the Environment 20 (3): 141-156.

Amran, Azlan and A. K. Siti-Nabiha. 2009. "Corporate Social Reporting in Malaysia:
A Case of Mimicking the West or Succumbing to Local Pressure.” Social
Responsibility Journal 5 (3): 358-375.

Andersen, Margaret L. and Howard F. Taylor. 2009. Sociology: The Essentials. 6th ed.
Belmont, CA: Wadsworth Publishing.

Andrew, B. H., F. A. Gul, J. E. Guthrie, and H. Y. Teoh. 1989. "A Note on Corporate
Social Disclosure Practices in Developing Countries: The Case of Malaysia
and Singapore." The British Accounting Review 21 (4): 371-376.

Arendt, Sebastian and Malte Brettel. 2010. "Understanding the Influence of Corporate

Social Responsibility on Corporate Identity, Image, and Firm Performance."
Management Decision 48 (10): 1469-1492.

238



Ashforth, Blake E. and Barrie W. Gibbs. 1990. "The Double-Edge of Organizational
Legitimation." Organization Science 1 (2): 177-194.

Asian Development Bank. 2012. Toward an Environmentally Sustainable Future:
Country Environmental Analysis of the People's Republic of China. Asian
Development Bank. http://www.adb.org/sites/default/files/pub/2012/toward-
environmentally-sustainable-future-prc.pdf.

Atkinson, Rowland and John Flint. 2004. "Snowball Sampling.” In Encyclopedia of
Social Science Research Methods, eds. Michael S. Lewis-Beck, Alan E.
Bryman, and Tim Futing Liao, Thousand Oaks, CA: Sage Publications.

Balmer, John M. T. 2009. "Corporate Marketing: Apocalypse, Advent and Epiphany.”
Management Decision 47 (4): 544-572.

Bansal, Pratima. 2005. "Evolving Sustainably: A Longitudinal Study of Corporate
Sustainable Development.™ Strategic Management Journal 26 (3): 197-218.

Barth, Mary E., Maureen F. McNichols, and G. Peter Wilson. 1997. "Factors
Influencing Firms' Disclosures About Environmental Liabilities." Review of
Accounting Studies 2 (1): 35-64.

Baughn, C. Christopher, Nancy L. Bodie, and John C. Mclntosh. 2007. "Corporate
Social and Environmental Responsibility in Asian Countries and Other
Geographical Regions.” Corporate Social Responsibility and Environmental
Management 14 (4): 189-205.

BBC (British Broadcasting Corporation). 2008. Chinese Baby Milk Toll Escalates.
Accessed January 10, 2015, http://news.bbc.co.uk/2/hi/asia-
pacific/7620253.stm.

. 2010. Foxconn Suicides: 'Workers Feel Quite Lonely'. Accessed January 20,
2015, http://www.bbc.co.uk/news/10182824.

. 2013. China Promises Rise in Minimum Wage to Close Income Gap.
Accessed June 16, 2013, http://www.bbc.co.uk/news/business-21347819.

Belal, Ataur Rahman. 2008. Corporate Social Responsibility Reporting in Developing
Countries: The Case of Bangladesh. Aldershot, UK: Ashgate.

Belal, Ataur Rahman and Stuart Cooper. 2011. "The Absence of Corporate Social
Responsibility Reporting in Bangladesh.” Critical Perspectives on Accounting
22 (7): 654-667.

Belal, Ataur Rahman and Mahmood Momin. 2009. "Corporate Social Reporting in
Emerging Economies: A Review and Future Direction." Research in
Accounting in Emerging Economies 9: 119-145.

Belal, Ataur Rahman and David L. Owen. 2007. "The Views of Corporate Managers
on the Current State of, and Future Prospects for, Social Reporting in
Bangladesh: An Engagement-Based Study." Accounting, Auditing &
Accountability Journal 20 (3): 472-494.

239



Bendell, Jem. 2000. Terms for Endearment: Business, NGOs and Sustainable
Development. Sheffield: Greenleaf Publishing Limited.

Berman, Shawn L., Andrew C. Wicks, Suresh Kotha, and Thomas M. Jones. 1999.
"Does Stakeholder Orientation Matter? The Relationship between Stakeholder
Management Models and Firm Financial Performance.” Academy of
Management Journal 42 (5): 488-506.

Bernhut, Stephen. 2002. "Corporate Social Responsibility, with Pratima Bansal." lvey
Business Journal 66 (4): 18-19.

Bertelsmann Stiftung. 2014. BTl 2014 — China Country Report. Gutersloh.
http://www.bti-
project.org/fileadmin/Inhalte/reports/2014/pdf/BT1%202014%20China.pdf.

Bewley, Kathryn and Yue Li. 2000. "Disclosure of Environmental Information by
Canadian Manufacturing Companies: A Voluntary Disclosure Perspective.”
Advances in Environmental Accounting & Management 1: 201-226.

Blaikie, Norman. 2000. Designing Social Research. Cambridge: Polity Press.

Blismas, Nick G. and Andrew R. J. Dainty. 2003. "Computer-Aided Qualitative Data
Analysis: Panacea or Paradox?" Building Research & Information 31 (6): 455-
463.

Blumer, Herbert. 1969. Symbolic Interactionism: Perspective and Method. Englewood
Cliffs: Prentice-Hall.

Boston Consulting Group. 2014. Global Wealth 2014: Riding a Wave of Growth.
https://www.bcgperspectives.com/Images/Riding a Wave of Growth Jun
2014 tcm80-163216.pdf.

Bowen, Howard. 1953. Social Responsibility of the Businessman. New York: Harper
and Row.

Bradley, Jana. 1993. "Methodological Issues and Practices in Qualitative Research."
The Library Quarterly 63 (4): 431-449.

Branco, Manuel Castelo and Ldcia Lima Rodrigues. 2006. "Communication of
Corporate Social Responsibility by Portuguese Banks: A Legitimacy Theory
Perspective." Corporate Communications: An International Journal 11 (3):
232-248.

. 2008. "Factors Influencing Social Responsibility Disclosure by Portuguese
Companies." Journal of Business Ethics 83: 685-701.

Brislin, Richard W. 1976. "Comparative Research Methodology: Cross-Cultural
Studies." International Journal of Psychology 11 (3): 215-229.

Brown, Noel and Craig Deegan. 1998. "The Public Disclosure of Environmental

Performance Information — a Dual Test of Media Agenda Setting Theory and
Legitimacy Theory." Accounting and Business Research 29 (1): 21-41.

240



Bryman, Alan. 1988. Quantity and Quality Social Research. London, Boston: Unwin
Hyman Publications.

BSR (Business for Social Responsibility). 2009. Sustainable Investment in China.
China. http://www.bsr.org/reports/BSR_IFC_Report.pdf.

Buhr, Nola. 1998. "Environmental Performance, Legislation and Annual Report
Disclosure: The Case of Acid Rain and Falconbridge.” Accounting, Auditing
& Accountability Journal 11 (2): 163-190.

. 2002. "A Structuration View on the Initiation of Environmental Reports."
Critical Perspectives on Accounting 13 (1): 17-38.

——— 2007. "Histories of and Rationales for Sustainability Reporting.” In
Sustainability Accounting and Accountability, eds. Jeffrey Unerman, Jan
Bebbington, and Brendan O'Dwyer, 57-69. London: Routledge.

Buhr, Nola and Martin Freedman. 2001. "Culture, Institutional Factors and
Differences in Environmental Disclosure between Canada and the United
States."” Critical Perspectives on Accounting 12 (3): 293-322.

Campbell, David J. 2000. "Legitimacy Theory or Managerial Reality Construction?
Corporate Social Disclosure in Marks and Spencer Plc Corporate Reports,
1969-1997." Accounting Forum 24 (1): 80-100.

Carroll, Archie B. 1979. "A Three-Dimensional Conceptual Model of Corporate
Performance.” Academy of Management Review 4 (4): 497-505.

. 1991. "The Pyramid of Corporate Social Responsibility: Toward the Moral
Management of Organizational Stakeholders." Business Horizons 34 (4): 39-
48.

. 2015. "Corporate Social Responsibility: The Centerpiece of Competing and
Complementary Frameworks." Organizational Dynamics 44 (2): 87-96.

Carroll, Archie B. and Kareem M. Shabana. 2010. "The Business Case for Corporate
Social Responsibility: A Review of Concepts, Research and Practice.”
International Journal of Management Reviews 12 (1): 85-105.

Carson, David J., Audrey Gilmore, Chad Perry, and Kjell Gronhaug. 2001. Qualitative
Marketing Research. London: Sage Publications.

CBS News. 2013. What Happened after the Foxconn Suicides. Accessed January 20,
2015, http://www.cbsnews.com/news/what-happened-after-the-foxconn-
suicides/.

Central Intelligence Agency (CIA). 2013. The World Factbook — China. Accessed
15 June, 2013, https://www.cia.qgov/library/publications/the-world-
factbook/geos/ch.html.

241



Charmaz, Kathy. 2003. "Grounded Theory: Objectivist and Constructivist Methods."
In Strategies of Qualitative Inquiry, eds. Norman K. Denzin and Yvonna S.
Lincoln, 249-291. London: Sage Publications.

Chen, Chunlai 2010. "Asian Foreign Direct Investment and the 'China Effect." In
China: The Next Twenty Years of Reform and Development, eds. Ross Garnaut,
Jane Golley and Ligang Song, 221-239. Australian National University (ANU)
ePress.

Chen, Hanwen, Jeff Zeyun Chen, Gerald J. Lobo, and Yanyan Wang. 2010.
"Association between Borrower and Lender State Ownership and Accounting
Conservatism.™ Journal of Accounting Research 48 (5): 973-1014.

Chen, Honghui and Xiayang Wang. 2011. "Corporate Social Responsibility and
Corporate Financial Performance in China: An Empirical Research from
Chinese Firms." Corporate Governance 11 (4): 361-370.

Chen, Ming-Jer. 2001. Inside Chinese Business: A Guide for Managers Worldwide.
Boston: Harvard Business Press.

Chenitz, W. Carole and Janice M. Swanson. 1986. From Practice to Grounded Theory:
Qualitative Research in Nursing. Menlo Park, CA: Addison-Wesley.

China Daily. 2007. Harmonious Society. Accessed June 16, 2013,
http://english.people.com.cn/90002/92169/92211/6274603.html.

. 2008a. CSR Guideline Spurs Sustainable Development. Accessed January 20,
2015, http://www.chinadaily.com.cn/bizchina/2008-
04/14/content_6614860.htm.

. 2008b. Land Erosion Threat to Food Supply'. Accessed June 16, 2013,
http://www.chinadaily.com.cn/china/2008-11/22/content_7230614.htm.

. 2010. We Are on the Wrong Path of Money Worship. Accessed January 10,
2015, http://www.chinadaily.com.cn/opinion/2010-
06/24/content_10013634.htm.

. 2013. Gloating No Help to Domestic Dairy. Accessed January 10, 2015,
http://www.chinadaily.com.cn/opinion/2013-08/12/content_16886424.htm.

. 2014. Full Text of Agreement on Climate Change between China and US.
Accessed January 20, 2015,
http://www.chinadaily.com.cn/world/2014apec/2014-
11/12/content_18903285.htm.

China National Tourism Administration. 2013. Travel in China — a Brief Introduction
to China. Accessed June 13, 2013,
http://en.cnta.gov.cn/travelinchina/forms/travelinchina/Chinainbrief.shtml.

China Post (The). 2008. Sanlu, Company in China Milk Scandal, Declared Bankrupt.
Accessed January 10, 2015, http://www.chinapost.com.tw/business/company-
focus/2008/12/24/189104/Sanlu-company.htm.

242



China WTO Tribune. 2012. Golden Bee Research on Corporate Social Responsibility
Reporting in China 2012 (in Chinese).

. 2013. Golden Bee Research on Corporate Social Responsibility Reporting in
China 2013 (in Chinese).

. 2014. Golden Bee CSR Index Report (2009-2014) (in Chinese).

Cho, Charles H. and Dennis M. Patten. 2007. "The Role of Environmental Disclosures
as Tools of Legitimacy: A Research Note." Accounting, Organizations and
Society 32 (7-8): 639-647.

Cho, Charles H., Robin W. Roberts, and Dennis M. Patten. 2010. "The Language of
US Corporate Environmental Disclosure.” Accounting, Organizations and
Society 35 (4): 431-443.

Chow, Lynne Min-ying, Gerald Kun-kwai Chau, and Sidney J. Gray. 1995.
"Accounting Reforms in China: Cultural Constraints on Implementation and
Development.” Accounting & Business Research 26 (1): 29-49.

Clarkson, Max B. E. 1995. "A Stakeholder Framework for Analyzing and Evaluating
Corporate Social Performance.” Academy of Management Review 20 (1): 92-
117.

Collison, David, Nathan Lorraine, and David Power. 2003. "An Exploration of
Corporate Attitudes to the Significance of Environmental Information for
Stakeholders." Corporate Social Responsibility and Environmental
Management 10 (4): 199-211.

Cooper, Donald R. and Pamela S. Schindler. 2008. Business Research Methods.
London: McGraw-Hill.

Corbin, Juliet and Anselm Strauss. 2008. Basics of Qualitative Research: Techniques
and Procedures for Developing Grounded Theory. 3rd ed. Thousand Oaks, CA:
Sage Publications.

Cormier, Denis, Irene Gordon, and Michel Magnan. 2004. "Corporate Environmental
Disclosure: Contrasting Management's Perceptions with Reality." Journal of
Business Ethics 49 (2): 143-165.

Cormier, Denis, Michel Magnan, and Barbara Van Velthoven. 2005. "Environmental
Disclosure Quality in Large German Companies: Economic Incentives, Public
Pressures or Institutional Conditions?" European Accounting Review 14 (1): 3-
39.

Cowen, Scott S., Linda B. Ferreri, and Lee D. Parker. 1987. "The Impact of Corporate
Characteristics on Social Responsibility Disclosure: A Typology and
Frequency-Based Analysis." Accounting, Organizations and Society 12 (2):
111-122.

243



Craig, Russell and Joselito Diga. 1998. "Corporate Accounting Disclosure in
ASEAN." Journal of International Financial Management & Accounting 9 (3):
246-274.

Crane, Andrew and Sharon Livesey. 2003. "Are You Talking to Me? Stakeholder
Communication and the Risks and Rewards of Dialogue.” In Unfolding
Stakeholder Thinking, Vol 2: Relationships, Communication, Reporting and
Performance, eds. Jorg Andriof, Sandra Waddock, Bryan Husted, and Sandra
Rahman., 39-52. Sheffield: Greenleaf Publishing Limited.

Crane, Andrew and Dirk Matten. 2010. Business Ethics. Oxford: Oxford University
Press.

Creswell, John W. 1994. Research Design: Qualitative & Quantitative Approaches.
Thousand Oaks, CA: Sage Publications.

. 2013a. Qualitative Inquiry and Research Design: Choosing among Five
Approaches. 3rd ed: Sage Publications.

. 2013b. Research Design: Qualitative, Quantitative and Mixed Methods
Approaches. 4th ed. Thousand Oaks, CA: Sage Publications.

Creswell, John W. and Dana L. Miller. 2000. "Determining Validity in Qualitative
Inquiry.” Theory into Practice 39 (3): 124-130.

Crotty, Michael. 1998. The Foundations of Social Research: Meaning and Perspective
in the Research Process. London: Sage Publications.

CSR (Corporate Social Responsibility Research Center)-China. 2014. China's First
Golden Bee Corporate Social Responsibility Report Index (in Chinese).
Accessed January 15, 2015, http://www.csr-
china.net/a/guandian/shouyeguandian/20141204/2440.html.

CSRC (China Securities Regulatory Commission) and SETC (State Economic and
Trade Commission). 2001. Code of Corporate Governance for Listed

Companies in China.
http://www.csrc.gov.cn/pub/csrc en/newsfacts/release/200708/t20070810 69
223.html.

Dai, Narisa Tianjing, Artie Ng, and Guliang Tang. 2013. Corporate Social
Responsibility and Innovation in Management Accounting. Chartered Institute
of Management Accountants, UK. 9 (1).

Davis, Keith. 1960. "Can Business Afford to Ignore Corporate Social
Responsibilities?" California Management Review 2: 70-76.

de Villiers, Charl and Deborah Alexander. 2014. "The Institutionalisation of Corporate
Social Responsibility Reporting.” The British Accounting Review 46 (2): 198-
212.

244



Deegan, Craig. 2002. "Introduction: The Legitimising Effect of Social and
Environmental Disclosures—a Theoretical Foundation.” Accounting, Auditing
and Accountability Journal 15 (3): 282-311.

. 2007. "Organisational Legitimacy as a Motive for Sustainability Reporting."
In Sustainability Accounting and Accountability, eds. Jeffrey Unerman, Jan
Bebbington, and Brendan O'Dwyer, 127-148. London; New York: Routledge.

. 2009. Financial Accounting Theory. 3rd ed. Sydney: McGraw-Hill.

. 2012. Australian Financial Accounting. 7th ed: McGraw-Hill.

Deegan, Craig and Christopher Blomquist. 2006. ""Stakeholder Influence on Corporate
Reporting: An Exploration of the Interaction between WWF-Australia and the
Australian Minerals Industry.” Accounting, Organizations and Society 31 (4-
5): 343-372.

Deegan, Craig and Ben Gordon. 1996. "A Study of the Environmental Disclosure
Practices of Australian Corporations.” Accounting and Business Research
26 (3): 187-199.

Deegan, Craig and Michaela Rankin. 1996. "Do Australian Companies Report
Environmental News Objectively? An Analysis of Environmental Disclosures
by Firms Prosecuted Successfully by the Environmental Protection Authority.”
Accounting, Auditing & Accountability Journal 9 (2): 50-67.

Deegan, Craig, Michaela Rankin, and John Tobin. 2002. "An Examination of the
Corporate Social and Environmental Disclosures of BHP from 1983-1997: A
Test of Legitimacy Theory." Accounting, Auditing & Accountability Journal
15 (3): 312-344.

Deegan, Craig and Sharon Soltys. 2007. "Social Accounting Research: An
Australasian Perspective " Accounting Forum 31: 73-89.

Denzin, Norman K. 1989. The Research Act: A Theoretical Introduction to
Sociological Methods. 3rd ed. Englewood Cliffs, NJ: Prentice Hall.

——— 1992. Symbolic Interactionism and Cultural Studies: The Politics of
Interpretation. Oxford UK: Blackwell.

Denzin, Norman K. and Yvonna S. Lincoln. 2011. "Introduction: The Discipline and
Practice of Qualitative Research.” In The Sage Handbook of Qualitative
Research, eds. Norman K. Denzin and Yvonna S. Lincoln. USA: Sage
Publications.

DiMaggio, Paul and Walter Powell. 1983. "The Iron Cage Revisited: Institutional
Isomorphism and Collective Rationality in Organizational Fields." American
Sociological Review 48: 147-160.

Ding, Yuan. 2002. "International Differences in Disclosure Adequacy: Empirical

Evidence from Annual Reports of French and Chinese Listed Firms." Advances
in International Accounting 15: 155-179.

245



Donaldson, Thomas. 1982. Corporations and Morality. Englewood Cliffs: Prentice-
Hall.

Donaldson, Thomas and Lee Preston. 1995. "The Stakeholder Theory of the
Corporation: Concepts, Evidence and Implications.” Academy of Management
Review 20: 65-91.

Dong, Shidi, Roger Burritt, and Wei Qian. 2014. "Salient Stakeholders in Corporate
Social Responsibility Reporting by Chinese Mining and Minerals Companies.”
Journal of Cleaner Production 84: 59-69.

Dowling, Grahame. 2006. "How Good Corporate Reputations Create Corporate
Value." Corporate Reputation Review 9 (2): 134-143.

Dowling, John and Jeffrey Pfeffer. 1975. "Organizational Legitimacy: Social Values
and Organizational Behaviour." Pacific Sociological Review 18 (1): 122-136.

Drucker, Peter F. 1984. "The New Meaning of Corporate Social Responsibility."
California Management Review 26 (2): 53-63.

. 2011. Managing in a Time of Great Change. New York: Routledge.

Du, Yaning and Robert Hugh Gray. 2013. "The Emergence of Stand-Alone Social and
Environmental Reporting in Mainland China: An Exploratory Research Note."
Social and Environmental Accountability Journal 33 (2): 104-112.

Economist (The). 2013. Beijing's Air Pollution: Blackest Day. Accessed June 16, 2013,
http://www.economist.com/blogs/analects/2013/01/beijings-air-pollution.

EDGAR (Emissions Database for Global Atmospheric Research). 2012. CO, Time
Series 1990-2011 Per Region/Country. Accessed June 16, 2013,
http://edgar.jrc.ec.europa.eu/overview.php?v=C0O2ts1990-2011.

Eisner, Elliot W. and Alan Peshkin. 1990. Qualitative Inquiry in Education: The
Continuing Debate. New York: Teachers College Press.

Elkington, John. 1997. Cannibals with Forks: The Triple Bottom Line of 21st Century
Business. Oxford: Capstone.

. 1998. Cannibals with Forks: The Triple Bottom Line of 21st Century Business.
Gabriola Island, BC; Stony Creek, CT: New Society Publishers.

. 2004. "Enter the Triple Bottom Line." In The Triple Bottom Line: Does It All
Add Up? Assessing the Sustainability of Business and CSR, eds. Adrian
Henriques and Julie Richardson, 1-16. London: Earthscan Publications.

Erlandson, David A., E. L. Harris, B. L. Skipper, and S. D. Allen. 1993. Doing
Naturalistic Inquiry: A Guide to Methods. Newbury Park, CA: Sage
Publications.

Esterberg, Kristin G. 2002. Qualitative Methods in Social Research. Boston: McGraw-
Hill.

246



Estes, Ralph W. 1976. Corporate Social Accounting. New York: John Wiley & Sons.

Fetterman, David M. 2005. "Emic Perspective." In Encyclopedia of Evaluation, ed.
Sandra Mathison. Thousand Oaks, CA: Sage Publications.

. 2008. "Emic/Etic Distinction.” In The Sage Encyclopedia of Qualitative
Research Methods, ed. Lisa M. Given, 250. Los Angeles, London: Sage
Publications.

Fifka, Matthias S. 2013. "Corporate Responsibility Reporting and Its Determinants in
Comparative Perspective — a Review of the Empirical Literature and a Meta-
Analysis." Business Strategy and the Environment 22 (1): 1-35.

Fombrun, Charles J. 1996. Reputation, Realizing Value from the Corporate Image.
Boston, Mass: Harvard Business School Press.

Fontana, Andrea and James Frey. 1994. "Interviewing: The Art of Science.” In The
Handbook of Qualitative Research, eds. Norman K. Denzin and Yvonna S.
Lincoln, 361-376. Thousand Oaks, CA: Sage Publications.

Freeman, R. Edward. 1984. Strategic Management: A Stakeholder Approach. Boston:
Pitman Publishing Inc.

Freeman, R. Edward and David L. Reed. 1983. "Stockholders and Stakeholders: A
New Perspective on Corporate Governance.” California Management Review
25 (3): 88-106.

Friedman, Andrew L. and Samantha Miles. 2002. "Developing Stakeholder Theory."
Journal of Management Studies 39 (1): 1-21.

Frost, Geoff, Stewart Jones, Janice Loftus, and Sandra van der Laan. 2005. "A Survey
of Sustainability Reporting Practices of Australian Reporting Entities."”
Australian Accounting Review 15 (1): 89-96.

Gamble, George O., Kathy Hsu, Cynthia Jackson, and Cynthia D. Tollerson. 1996.
"Environmental Disclosures in Annual Reports: An International Perspective."”
International Journal of Accounting 31 (3): 293-331.

Gamerschlag, Ramin, Klaus Mdller, and Frank Verbeeten. 2011. "Determinants of
Voluntary CSR Disclosure: Empirical Evidence from Germany." Review of
Managerial Science 5: 233-262.

Gao, Simon S., Saeed Heravi, and Jason Zezheng Xiao. 2005. "Determinants of
Corporate Social and Environmental Reporting in Hong Kong: A Research
Note." Accounting Forum 29 (2): 233-242.

Gao, Yonggiang. 2011. "CSR in an Emerging Country: A Content Analysis of CSR
Reports of Listed Companies.” Baltic Journal of Management 6 (2): 263-291.

Geertz, Clifford. 1973. "Thick Description: Toward an Interpretive Theory of

Culture." In The Interpretation of Cultures: Selected Essays, 3-30. New York:
Basic Books.

247



Giorgi, Amedeo. 1995. "Phenomenological Psychology." In Rethinking Psychology,
eds. Jonathan A. Smith, Rom Harre, and Luk VVan Langenhove, 24-42. London:
Sage Publications.

.1997. "The Theory, Practice and Evaluation of the Phenomenological Method
as a Qualitative Research Procedure.” Journal of Phenomenological
Psychology 28: 235-260.

Glaser, Barney and Anselm Strauss. 1967. The Discovery of Grounded Theory:
Strategies for Qualitative Research. New York: Aldine Publishing Company.

Glesne, Corrine and Alan Peshkin. 1992. Becoming Qualitative Researchers: An
Introduction. White Plains, NY: Longman.

Global Times (The). 2012. Cities Nationwide Look to Increase Water Contamination
Readiness. Accessed June 16, 2013,
http://www.globaltimes.cn/content/696933.shtml.

. 2014. Love of Money Real Root of Corruption. Accessed January 10, 2015,
http://www.globaltimes.cn/content/856917.shtml.

Goodpaster, Kenneth E. 1991. "Business Ethics and Stakeholder Analysis.” Business
Ethics Quarterly 1 (1): 53-73.

Gray, David E. 2014. Doing Research in the Real World. 3rd ed. London, Los Angeles,
CA: Sage Publications.

Gray, Robert Hugh. 2000. "Current Development and Trends in Social and
Environmental Auditing, Reporting and Attestation: A Review and Comment."
International Journal of Auditing 4 (3): 247-268.

. 2002. "The Social Accounting Project: Privileging Engagement, Imaginings,
New Accountings and Pragmatism over Critique?" Accounting, Organizations
and Society 27: 687-708.

Gray, Robert Hugh and Jan Bebbington. 2000. "Environmental Accounting,
Managerialism and Sustainability: Is the Planet Safe in the Hands of Business
and Accounting?" Advances in Environmental Accounting & Management 1:
1-44.

. 2001. Accounting for the Environment. 2nd ed. London; Thousand Oaks, CA:
Sage Publications.

Gray, Robert Hugh, Colin Dey, Dave Owen, Richard Evans, and Simon Zadek. 1997.
"Struggling with the Praxis of Social Accounting: Stakeholders,
Accountability, Audits and Procedures." Accounting, Auditing &
Accountability Journal 10 (3): 325-364.

Gray, Robert Hugh, Reza Kouhy, and Simon Lavers. 1995. "Corporate Social and
Environmental Reporting: A Review of the Literature and a Longitudinal
Study of UK Disclosure." Accounting, Auditing & Accountability Journal 8 (2):
47-77.

248



Gray, Robert Hugh, Dave Owen, and Carol Adams. 1996. Accounting and
Accountability: Changes and Challenges in Corporate Social and
Environmental Reporting. London: Prentice-Hall.

. 2010. "Some Theories for Social Accounting?: A Review Essay and a
Tentative Pedagogic Categorisation of Theorisations around Social
Accounting.” In Sustainability, Environmental Performance and Disclosures
(Advances in Environmental Accounting & Management), edited by Martin
Freedman and Bikki Jaggi: Emerald Group Publishing Limited.

Gray, Robert Hugh, Dave L. Owen, and Keith T. Maunders. 1987. Corporate Social
Reporting: Accounting and Accountability London: Prentice Hall.

Gray, Robert Hugh, Diane Walters, Jan Bebbington, and lan Thompson. 1995. "The
Greening of Enterprise: An Exploration of the (Non) Role of Environmental
Accounting and Environmental Accountants in Organizational Change."
Critical Perspectives on Accounting 6 (3): 211-239.

GRI (Global Reporting Initiative). 2006. Reporting Principles and Guidance G3.
https://www.globalreporting.org/resourcelibrary/G3-Guidelines-Incl-
Technical-Protocol.pdf.

— 2013. G4 Sustainability Reporting Guidelines.
https://www.globalreporting.org/reporting/g4/Pages/default.aspx.

Grix, Jonathan. 2001. Demystifying Postgraduate Research: From MA to PhD.
London: Continuum International Publishing.

Guan, Jenny and Carlos Noronha. 2013. "Corporate Social Responsibility Reporting
Research in the Chinese Academia: A Critical Review." Social Responsibility
Journal 9 (1): 33-55.

Guardian (The). 2008. Chinese Figures Show Fivefold Rise in Babies Sick from
Contaminated Milk. Accessed January 10, 2015,
http://www.theguardian.com/world/2008/dec/02/china.

. 2013. Desertification Crisis Affecting 168 Countries Worldwide, Study
Shows. Accessed June 16, 2013
http://www.quardian.com.uk/environment/2013/apr/17/desertification.

Guba, Egon G. 1981. "Criteria for Assessing the Trustworthiness of Naturalistic
Inquiries." Educational Communication and Technology 29 (2): 75-91

. 1990. "The Alternative Paradigm Dialog." In The Paradigm Dialog, ed. E. G.
Guba, 17-30. Newbury Park, CA: Sage Publications.

Guba, Egon G. and Yvonna S. Lincoln. 1989. Fourth Generation Evaluation.
Newbury Park, CA: Sage Publications.

. 1994, "Competing Paradigms in Qualitative Research.” In Handbook of
Qualitative Research, eds. N. K. Denzinand Y. S. Lincoln, 105-117. Thousand
Oaks, CA: Sage Publications.

249



——— 2000. "Paradigmatic Controversies, Contradictions, and Emerging
Confluences.” In Handbook of Qualitative Research, eds. N. K. Denzinand Y.
S. Lincoln, 163-188. Thousand Oaks, CA: Sage Publications.

. 2005. "Paradigmatic Controversies, Contradictions, and Emerging Influences
Research.” In The Sage Handbook of Qualitative Research, eds. N K. Denzin
& Y. S. Lincoln, 191-215. Thousand Oaks, CA: Sage Publications.

Guest, Greg, Arwen Bunce, and Laura Johnson. 2006. "How Many Interviews Are
Enough? An Experiment with Data Saturation and Variability." Field Methods
18 (1): 59-82.

Guo, Rongxing. 2011. An Introduction to the Chinese Economy: The Driving Forces
Behind Modern Day China. Singapore: John Wiley & Sons (Asia) Pty. Ltd.

Guthrie, James and Lee D. Parker. 1989. "Corporate Social Reporting: A Rebuttal of
Legitimacy Theory." Accounting and Business Research 19 (76): 343-352.

. 1990. "Corporate Social Disclosure Practice: A Comparative International
Analysis." Advances in Public Interest Accounting 3: 159-175.

Hackston, David and Markus J. Milne. 1996. "Some Determinants of Social and
Environmental Disclosures in New Zealand Companies.” Accounting, Auditing
& Accountability Journal 9 (1): 77-108.

Haddock-Fraser, Janet Elaine and Marielle Tourelle. 2010. "Corporate Motivations for
Environmental Sustainable Development: Exploring the Role of Consumers in
Stakeholder Engagement.” Business Strategy and the Environment 19 (8): 527-
542.

Hall, Richard. 1993. "A Framework Linking Intangible Resources and Capabiliites to
Sustainable Competitive Advantage." Strategic Management Journal 14 (8):
607-618.

Hang Seng Indexes. 2010. Hang Seng Corporate Sustainability Index Series. Accessed
January 20, 2015, http://www.hsi.com.hk/HSI-Net/HSI-
Net?cmd=navigation&pageld=en.indexes.hssus.

Haniffa, Roszaini M. and Terence E. Cooke. 2005. "The Impact of Culture and
Governance on Corporate Social Reporting."” Journal of Accounting and Public
Policy 24: 391-430.

Harte, George and David Owen. 1991. "Environmental Disclosure in the Annual
Reports of British Companies: A Research Note." Accounting, Auditing &
Accountability Journal 4 (3): 51-61.

Harvey, Brian and Anja Schaefer. 2001. "Managing Relationships with Environmental
Stakeholders: A Study of UK Water and Electricity Utilities." Journal of
Business Ethics 30: 243-260.

Hasnas, John. 1998. "The Normative Theories of Business Ethics: A Guide for the
Perplexed." Business Ethics Quarterly 8 (1): 19-42.

250



Hawley, Amos. 1968. "Human Ecology." In International Encyclopedia of the Social
Sciences, ed. David L. Sills. New York: Macmillan.

Hill, Charles W. L. and Thomas M. Jones. 1992. "Stakeholder-Agency Theory."
Journal of Management Studies 29: 131-154.

Hillman, Amy J. and Gerald D. Keim. 2001. "Shareholder Value, Stakeholder
Management, and Social Issues: What's the Bottom Line?" Strategic
Management Journal 22 (2): 125-1309.

HKEx (Hong Kong Stock Exchange). 2012a. The Exchange Publishes Consultation
Conclusions on Environmental, Social and Governance Reporting Guide.
Accessed January 20, 2015,
http://www.hkex.com.hk/eng/newsconsul/hkexnews/2012/120831news.htm.

_ 2012b. HKEXx Fact Book 2012.
http://www.hkex.com.hk/eng/stat/statrpt/factbook/factbook2012/Documents/
01.pdf.

_ 2013a. HKEXx Fact Book 2013.
http://www.hkex.com.hk/eng/stat/statrpt/factbook/factbook2013/Documents/
FB_2013.pdf.

. 2013b. Training on ESG Reporting Guide (2013). Accessed January 20, 2015,
http://www.hkex.com.hk/eng/rulesreg/listrules/listsptop/esg/training_2013.ht
m.

Ho, Li-Chin Jennifer and Martin E. Taylor. 2007. "An Empirical Analysis of Triple
Bottom-Line Reporting and Its Determinants: Evidence from the United States
and Japan.” Journal of International Financial Management and Accounting
18 (2): 123-150.

Hoffman, Andrew J. 1999. "Institutional Evolution and Change: Environmentalism
and the US Chemical Industry.” Academy of Management Journal 42 (4): 351-
371.

Hofstede, Geert. 2001. Culture's Consequences: Comparing Values, Behaviors,
Institutions, and Organizations across Nations. 2nd ed. Thousand Oaks, CA;
London: Sage Publications.

. 2007. "Asian Management in the 21st Century." Asia Pacific Journal of
Management 24: 411-420.

Hofstede, Geert, Gert Jan Hofstede, and Michael Minkov. 2010. Cultures and
Organizations: Software of the Mind. 3rd ed. USA: McGraw-Hill.

Holland, Leigh and Yee Boon Foo. 2003. "Differences in Environmental Reporting

Practices in the UK and the US: The Legal and Regulatory Context." The
British Accounting Review 35 (1): 1-18.

251



Hooghiemstra, Reggy. 2000. "Corporate Communication and Impression
Management — New Perspectives Why Companies Engage in Corporate Social
Reporting." Journal of Business Ethics 27 (1): 55-68.

Husserl, Edmund. 1962. ldeas: General Introduction to Pure Phenomenology.
Translated by W. R. Boyce Gibson. New York: Colliers.

Hutchings, Glen and Dennis Taylor. 2000. "The Intra-Industry Capital Market and
Corporate Reporting Effects of the BHP Ok Tedi Environmental Event." Asian
Review of Accounting 8 (Special Issue): 33-54.

Hutchings, Kate and Georgina Murray. 2002. "Australian Expatriates’ Experiences in
Working Behind the Bamboo Curtain: An Examination of Guanxi in Post-
Communist China." Asian Business & Management 1 (3): 373-393.

Idemudia, Uwafiokun. 2008. "Conceptualising the CSR and development debate:
bridging existing analytical gaps". Journal of Corporate Citizenship 29 (1): 91-
110.

Inglehart, Ronald and Christian Welzel. 2010. "Changing Mass Priorities: The Link
between Modernization and Democracy." Perspectives on Politics 8 (2): 551-
567.

Intergovernmental Panel on Climate Change (IPCC). 2007. Climate Change 2007:
Working Group I: The Physical Science Basis — Human and Natural Drivers
of Climate Change. Cambridge, UK and New York, NY, USA: Cambridge
University Press.

International Energy Agency (IEA). 2010. 2010 World Energy Outlook. International
Energy Agency. http://www.worldenergyoutlook.org/media/we02010.pdf.

. 2012. Global Carbon-Dioxide Emissions Increase by 1.0 Gt in 2011 to Record
High. International Energy Agency. Accessed June 16, 2013,
http://www.iea.org/newsroomandevents/news/2012/may/name,27216,en.html

International Monetary Fund (IMF). 2014. World Economic Outlook Database.
Accessed January 20, 2015,
http://www.imf.org/external/pubs/ft/weo/2014/02/weodata/weorept.aspx?pr.x
=63&pr.y=9&sy=1980&ey=2013&scsm=1&ssd=1&sort=country&ds=.&br=
1&c=924&s=NGDPD%2CNGDPDPC&qgrp=0&a-=.

Invest in China. 2014. Chinese FDI Inflows Hit a Historical High-Ranking Second in
the  World (in  Chinese).  Accessed  January 15, 2015,
http://www.fdi.gov.cn/1800000121 21 67541 0_7.html.

loannou, loannis and George Serafeim. 2013. The Rise and Consequences of
Corporate Sustainability Reporting. The European Business Review. Accessed
September 24, 2013, http://www.europeanbusinessreview.com/?p=3292.

Islam, Muhammad Azizul and Craig Deegan. 2008. "Motivations for an Organisation
within a Developing Country to Report Social Responsibility Information:

252



Evidence from Bangladesh.” Accounting, Auditing & Accountability Journal
21 (6): 850-874.

. 2010. "Media Pressures and Corporate Disclosure of Social Responsibility
Performance Information: A Study of Two Global Clothing and Sports Retail
Companies." Accounting and Business Research 40 (2): 131-148.

Jamali, Dima and Ramez Mirshak. 2007. "Corporate Social Responsibility (CSR):
Theory and Practice in a Developing Country Context." Journal of Business
Ethics 72: 243-262.

Johnson, C. 2000. "Taoist Leadership Ethics." Journal of Leadership Studies 7 (1): 82-
91.

Johnson, R. Burke. 1997. "Examining the Validity Structure of Qualitative Research."”
Education 118 (2): 282-292.

Kane, Eileen and Mary O'Reilly-de Bran. 2001. Doing Your Own Research. New York:
Marion Boyars.

Katz, Jeffrey P., Diane L. Swanson, and Lori K. Nelson. 2001. "Culture-Based
Expectations of Corporate Citizenship: A Propositional Framework and
Comparison of Four Cultures.” International Journal of Organizational
Analysis 9 (2): 149-171.

Katz, Louis. 1987. "The Experience of Personal Change". Unpublished doctoral
dissertation, Graduate College, The Union Institution, Cincinnati, OH.

Khan, Arifur, Mohammad Badrul Muttakin, and Javed Siddiqui. 2013. "Corporate
Governance and Corporate Social Responsibility Disclosures: Evidence from
an Emerging Economy." Journal of Business Ethics 114 (2): 207-223.

Khan, Md. Habib-Uz-Zaman. 2010. "The Effect of Corporate Governance Elements
on Corporate Social Responsibility (CSR) Reporting: Empirical Evidence from
Private Commercial Banks of Bangladesh.” International Journal of Law and
Management 52 (2): 82-1009.

Kolk, Ans. 2003. "Trends in Sustainability Reporting by the Fortune Global 250."
Business Strategy and the Environment 12: 279-291.

KPMG. 2005. KPMG International Survey of Corporate Responsibility Reporting
2005. Amsterdam, The Netherlands.

. 2008. KPMG International Survey of Corporate Responsibility Reporting
2008. Amsterdam, The Netherlands.
http://www.kpmg.com/CN/en/IssuesAndInsights/ArticlesPublications/Pages/
Corporate-responsibility-survey-200810-0.aspX.

_ 2011. China's 12th Five-Year Plan: Overview.
http://www.kpmg.com/CN/en/IssuesAndlnsights/ArticlesPublications/Publica
tionseries/5-years-plan/Documents/China-12th-Five-Year-Plan-Overview-

201104.pdf.

253



. 2013. KPMG International Survey of Corporate Responsibility Reporting
2013. Amsterdam, The Netherlands.
http://www.kpmg.com/global/en/issuesandinsights/articlespublications/corpor
ate-responsibility/pages/default.aspx.

KPMG, GRI (Global Reporting Initiative), and UNEP (United Nations Environment
Programme). 2013. Carrots and Sticks: Sustainability Reporting Policies
Worldwide —  Today's Best Practice, Tomorrow's  Trends.
https://www.globalreporting.org/resourcelibrary/Carrots-and-Sticks.pdf.

Kuasirikun, Nongnooch. 2005. "Attitudes to the Development and Implementation of
Social and Environmental Accounting in Thailand.” Critical Perspectives on
Accounting 16 (8): 1035-1057.

Kuhn, Thomas S. 1970. The Structure of Scientific Revolutions. Chicago: Chicago
University Press.

Kuo, Lopin, Chin Chen Yeh, and Hui Cheng Yu. 2012. "Disclosure of Corporate
Social Responsibility and Environmental Management: Evidence from China.”
Corporate Social Responsibility and Environmental Management 19 (5): 273-
287.

Kvale, Steinar. 1996. Interviews: An Introduction to Qualitative Research
Interviewing. Thousand Oaks, CA: Sage Publications.

. 2007. Doing Interviews. London: Sage Publications.

Larrinaga-Gonzalez, Carlos. 2007. "Sustainability Reporting: Insights from
Neoinstitutional Theory." In Sustainability Accounting and Accountability, eds.
Jeffrey Unerman, Jan Bebbington, and Brendan O'Dwyer, 150-167. London;
New York: Routledge.

Larrinaga-Gonzalez, Carlos, Francisco Carrasco-Fenech, Francisco Javier Caro-
Gonzalez, Carmen Correa-Ruiz, and Jose Maria Paez-Sandubete. 2001. "The
Role of Environmental Accounting in Organizational Change — an Exploration
of Spanish Companies.” Accounting, Auditing & Accountability Journal 14 (2):
213-239.

LawInfoChina.com. 2005. Company Law of the People's Republic of China (2005
Revision). Accessed January 19, 2015,
http://www.lawinfochina.com/display.aspx?id=4685&Ilib=Ilaw.

LeCompte, Margaret D. 1987. "Bias in the Biography: Bias and Subjectivity in
Ethnographic Research." Anthropology and Education Quarterly 18 (2): 43-
52.

Lehman, Cheryl R. 1983. "Stalemate in Corporate Social Responsibility Research."
Working paper. American Accounting Association Public Interest Section.

Li, Bin. 2010. "Study on Behaviour of Nature Environmental Governance of Listed
Companies in China Based on CSR (in Chinese)". Unpublished doctoral
dissertation, Southwest Jiaotong University.

254



Li, Fugui, Bing Xiong, and Bing Xu. 2008. "Improving Public Access to
Environmental Information in China." Journal of Environmental Management
88 (4): 1649-1656.

Li, Shitian. 2009. "Legitimacy, Agency Conflict and Corporate Social Disclosure (in
Chinese)". Unpublished doctoral dissertation, Zhuna University.

Li, Xiaomei. 2004. "Theory and Practice of Environmental Management Accounting."
International Journal of Technology Management & Sustainable Development
3 (1): 47-57.

Li, Yuanhui, Jie Zhang, and Check-Teck Foo. 2013. "Towards a Theory of Social
Responsibility Reporting.” Chinese Management Studies 7 (4): 519-534.

Li, Yue and Bruce J. McConomy. 1999. "An Empirical Examination of Factors
Affecting the Timing of Environmental Accounting Standard Adoption and the
Impact of Corporate Valuation.” Journal of Accounting, Auditing & Finance
14 (3): 279-313.

Li, Yuping, Hui Jia, and Xianfang Meng. 2009. "Study on Disclosure of Social
Responsibility in Corporate Website (in Chinese)." Soft Science 6: 102-105.

Li, Zheng. 2007. "A Research on Corporate Social Responsibility Information
Disclosure (in Chinese)". Unpublished doctoral dissertation, Xiamen
University.

Lin, Lanlan. 2007. "Research on CSR Disclosure on Listed Companies (in Chinese)".
Unpublished doctoral dissertation, He Fei University of Technology.

Lincoln, Y. S. and E. G. Guba. 1985. Naturalistic Inquiry. Beverly Hills, CA: Sage
Publications.

Lindblom, Cristi K. 1994. "The Implications of Organizational Legitimacy for
Corporate Social Performance and Disclosure.” In Conference Proceedings,
Critical Perspectives on Accounting Conference. New York

Lindorff, Margaret and James Peck. 2010. "Exploring Australian Financial Leaders'
Views of Corporate Social Responsibility.” Journal of Management &
Organization 16: 49-65.

Liu, Min. 2012. "External Pressure, Corporate Performance and CSR Information
Disclosure (in Chinese)". Unpublished doctoral dissertation, Liaoning
University.

Liu, Xianbing and V. Anbumozhi. 2009. "Determinant Factors of Corporate
Environmental Information Disclosure: An Empirical Study of Chinese Listed
Companies." Journal of Cleaner Production 17 (6): 593-600.

Liu, Xindong. 2010. "Research on Information Disclosure of Listed Corporate Social
Responsibility (in Chinese)". Unpublished doctoral dissertation, Jilin
University.

255



Lu, Yingjun and Indra Abeysekera. 2014. "Stakeholders' Power, Corporate
Characteristics, and Social and Environmental Disclosure: Evidence from
China." Journal of Cleaner Production 64: 426-436.

Ma, Lianfu and Yin Zhao. 2007. "Corporate Disclosure on Social Responsibilities (in
Chinese)." Securities Market Herald 3: 2-9.

Magness, Vanessa 2006. "Strategic Posture, Financial Performance and
Environmental Disclosure: An Empirical Test of Legitimacy Theory."
Accounting, Auditing & Accountability Journal 19 (4): 540-563.

Marquis, Christopher and Cuili Qian. 2014. "Corporate Social Responsibility
Reporting in China: Symbol or Substance?" Organization Science 25 (1): 127-
148.

Marshall, Catherine and Gretchen B. Rossman. 2010. Designing Qualitative Research.
5th ed. Thousands Oaks: Sage Publications.

Martin, A. D. and D. J. Hadley. 2008. "Corporate Environmental Non-Reporting: A
UK FTSE 350 Perspective." Business Strategy and the Environment 17 (4):
245-259.

Maslow, Abraham Harold. 1943. "A Theory of Human Motivation." Psychological
Review 50 (4): 370-396.

. 1970. Motivation and Personality. 2nd ed. New York: Harper & Row.

Mason, Jennifer. 2002. Qualitative Researching. 2nd ed. London; Thousand Oaks, CA:
Sage Publications.

Mason, Mark. 2010. "Sample Size and Saturation in PhD Studies Using Qualitative
Interviews." Forum: Qualitative Social Research 11 (3): Art. 8. http://nbn-
resolving.de/urn:nbn:de:0114-fqs100387.

Mathews, Martin Reginald. 1997. "Twenty-Five Years of Social and Environmental
Accounting Research; Is There a Silver Jubilee to Celebrate?" Accounting,
Auditing & Accountability Journal 10 (4): 481-531.

Mathews, Martin Reginald and M. H. B. Perera. 1996. Accounting Theory and
Development. 3rd ed. Melbourne: Thomas Nelson Australia.

Mathison, Sandra. 1988. "Why Triangulate?" Educational Researcher 17 (2): 13-17.

Maynard, Mary. 1994. "Methods, Practice and Epistemology: The Debate About
Feminism and Research." In Researching Women's Lives from a Feminist
Perspective, eds. Mary Maynard and Jane Purvis, 10-27. London: Taylor and
Francis.

McElhaney, Kellie. 2009. "A Strategic Approach to Corporate Social Responsibility."
Leader to Leader 2009 (52): 30-36.

McGuire, Joseph William. 1963. Business and Society. New York: McGraw-Hill.

256



McMurtrie, Tony. 2005. "Factors Influencing the Publication of Social Performance
Information: An Australian Case Study." Corporate Social Responsibility &
Environmental Performance 12 (3): 129-143.

Meng, X. H., S. X. Zeng, and Chi Ming Tam. 2013. "From Voluntarism to Regulation:
A Study on Ownership, Economic Performance and Corporate Environmental
Information Disclosure in China.” Journal of Business Ethics 116 (1): 217-232.

Merriam, Sharan B. 2009. Qualitative Research: A Guide to Design and
Implementation. San Francisco, CA: Jossey-Bass.

Mertens, Donna M. 1998. Research Methods in Education and Psychology:
Integrating Diversity with Quantitative and Qualitative Approaches. London:
Sage Publications.

Miles, Matthew B. and A. Michael Huberman. 1994. Qualitative Data Analysis: An
Expanded Sourcebook. 2nd ed. Thousand Oaks, CA: Sage Publications.

Miller, G. Tyler and Scott Spoolman. 2008. Living in the Environment: Principles,
Connections, and Solutions. 16th ed. Belmont: Brooks Cole.

Ministry of Commerce (MOC) (China). 2007. "Circular of the Ministry of Commerce
and the State Environmental Protection Administration of China on Enhancing
the Environmental Monitoring over Export Enterprises.” Accessed January 20,
2015,
http://english.mofcom.gov.cn/aarticle/policyrelease/announcement/200803/20
080305438742.html.

Ministry of Environmental Protection (MEP) (China). 2013. 2011 Report on the State
of the Environment in China.
http://english.mep.gov.cn/standards_reports/soe/soe2011/201301/P02013011
0401763529102.pdf.

Ministry of Foreign Affairs of PRC 2008. President Hu Jintao Delivers a Speech at the
APEC CEO Summit. Accessed January 20, 2015,
http://www.fmprc.gov.cn/mfa_eng/wjdt_665385/zyjh 665391/t523651.shtml.

Mitchell, Ronald K., Bradley R. Agle, and Donna J. Wood. 1997. "Toward a Theory
of Stakeholder Identification and Salience: Defining the Principle of Who and
What Really Counts." Academy of Management Review 22 (4): 853-886.

Moon, Jeremy. 2007. "The Contribution of Corporate Social Responsibility to
Sustainable Development." Sustainable Development 15 (5): 296-306.

Moon, Jeremy and Xi Shen. 2010. "CSR in China Research: Salience, Focus and
Nature." Journal of Business Ethics 94: 613-629.

Morris, Michael W., Kwok Leung, Daniel Ames, and Brian Lickel. 1999. "Views from

Inside and Outside: Integrating Emic and Etic Insights About Culture and
Justice Judgment." Academy of Management Review 24 (4): 781-796.

257



Morse, Janice M. 1995. "Significance of Saturation.” Qualitative Health Research
5 (2): 147-149.

Moustakas, Clark E. 1994. Phenomenological Research Methods. Thousand Oaks, CA,;
London: Sage Publications.

Munhall, P. L. 1994. Revisioning Phenomenology: Nursing and Health Science
Research. New York: National League for Nursing Press.

Murray, Alan, Donald Sinclair, David Power, and Robert Hugh Gray. 2006. "Do
Financial Markets Care About Social and Environmental Disclosure?: Further
Evidence and Exploration from the UK." Accounting, Auditing &
Accountability Journal 19 (2): 228-255.

Nasi, Juha, Salme Nasi, Nelson Phillips, and Stelios Zyglidopoulos. 1997. "The
Evolution of Corporate Social Responsiveness.” Business and Society 36: 296-
322.

National Bureau of Statistics of China. 2014. China Statistical Year Book 2014 (in
Chinese). Beijing: China Statistics Press.

Neu, Dean, Hussein Warsame, and Kathryn Pedwell. 1998. "Managing Public
Impressions: Environmental Disclosures in Annual Reports.” Accounting
Organizations and Society 23 (3): 265-282.

Neuman, William Lawrence. 2005. Social Research Methods — Qualitative and
Quantitative Approaches. 6th ed. Boston: Allyn and Bacon.

New York Times (The). 2013. As Pollution Worsens in China, Solutions Succumb to
Infighting. Accessed June 16, 2013,
http://www.nytimes.com/2013/03/22/world/asia/as-chinas-environmental-
woes-worsen-infighting-emerges-as-biggest-
obstacle.html?pagewanted=all& r=1&.

Noaks, Lesley and Emma Wincup. 2004. Criminological Research: Understanding
Qualitative Methods. London: Sage Publications.

Noronha, Carlos, Si Tou, M. I. Cynthia, and Jenny J. Guan. 2013. "Corporate Social
Responsibility Reporting in China: An Overview and Comparison with Major
Trends." Corporate Social Responsibility and Environmental Management
20 (1): 29-42.

O'Connor, Larry. 2011. "The Institutionalization of Sustainability: Observations from
the Australian Local Government Sector." Paper presented at 10th CSEAR
Australasian Conference, University of Tasmania, Australia.

O'Donovan, Gary. 2002. "Environmental Disclosures in the Annual Report: Extending
the Applicability and Predictive Power of Legitimacy Theory." Accounting,
Auditing & Accountability Journal 15 (3): 344-371.

O'Dwyer, Brendan. 2002. "Managerial Perceptions of Corporate Social Disclosure: An
Irish Story." Accounting, Auditing & Accountability Journal 15 (3): 406-436

258



O'Reilly, Michelle and Nicola Parker. 2013. "Unsatisfactory Saturation: A Critical
Exploration of the Notion of Saturated Sample Sizes in Qualitative Research."
Qualitative Research 13 (2): 190-197.

OECD (Organisation for Economic Co-operation and Development). 2013. FDI in
Figures. OECD. http://www.oecd.org/daf/inv/FD1%20in%20figures.pdf.

Oliver, Christine. 1991. "Strategic Responses to Institutional Processes." Academy of
Management Review 16 (1): 145-179.

Owen, David. 2008. "Chronicles of Wasted Time?: A Personal Reflection on the
Current State of, and Future Prospects for, Social and Environmental
Accounting Research." Accounting, Auditing & Accountability Journal 21 (2):
240-267.

Parker, Lee D. 2005. "Social and Environmental Accountability Research: A View
from the Commentary Box." Accounting, Auditing & Accountability Journal 6:
842-860.

. 2011. "Twenty-One Years of Social and Environmental Accountability
Research: A Coming of Age." Accounting Forum 35 (1): 1-10.

Patten, Dennis M. 1991. "Exposure, Legitimacy, and Social Disclosure.” Journal of
Accounting and Public Policy 10 (4): 297-308.

. 1992. "Intra-Industry Environmental Disclosures in Response to the Alaskan
Oil Spill: A Note on Legitimacy Theory." Accounting, Organizations and
Society 17 (5): 471-475.

. 2002. "The Relation between Environmental Performance and Environmental
Disclosure: A Research Note." Accounting, Organizations and Society 27 (8):
763-773.

Patton, Michael Quinn. 1990. Qualitative Evaluation and Research Methods. 2nd ed.
Beverly Hills, CA: Sage Publications.

. 2002. Qualitative Research and Evaluation Methods. 3rd ed. Thousand Oaks,
CA: Sage Publications.

PBL Netherlands Environmental Assessment Agency. 2012. Trends in Global CO;
Emissions. PBL Netherlands Environmental Assessment  Agency.
http://edgar.jrc.ec.europa.eu/CO2REPORT?2012.pdf.

. 2013. China Now No. 1 in CO2 Emissions; USA in Second Position. Accessed
June 16, 2013,
http://www.pbl.nl/en/dossiers/Climatechange/moreinfo/ChinanownolinCQO2e
missionsUSAinsecondposition.

People's Daily. 2005. Survey: Seven Social Problems Hinder China. Accessed June
15, 2013,
http://english.peopledaily.com.cn/200501/24/eng20050124 _171731.html.

259



Pfeffer, Jeffrey and Gerald R. Salancik. 1978. The External Control of Organizations.
A Resource Dependence Perspective. New York: Harper & Row.

Phillips, Robert. 2003. "Stakeholder Legitimacy." Business Ethics Quarterly 13 (1):
25-41.

Pike, Kenneth Lee. 1967. Language in Relation to a Unified Theory of the Structure
of Human Behavior. 2nd ed. The Hague: Mouton.

Pinnegar, S. and J. Daynes. 2007. "Locating Narrative Inquiry Historically." In
Handbook of Narrative Inquiry: Mapping a Methodology, ed. D. Jean
Clandinin, 3-34. Thousand Oaks, CA: Sage Publications.

Poland, Blake D. 1995. "Transcription Quality as an Aspect of Rigor in Qualitative
Research.” Qualitative Inquiry 1 (3): 290-310.

Porter, Michael E. and Mark R. Kramer. 2006. "Strategy and Society: The Link
between Competitive Advantage and Corporate Social Responsibility."”
Harvard Business Review 84 (12): 78-92.

. 2011. "Creating Shared Value: How to Reinvent Capitalism and Unleash a
Wave of Innovation and Growth." Harvard Business Review 89 (2011 Jan-Feb):
62-77.

Psathas, George. 1973. Phenomenological Sociology: Issues and Applications. New
York: Wiley.

Qiu, Liya and Zhi Xu. 2006. "Construction of CSR Accounting Information Disclosure
System: An Analysis Based on Current Disclosure Status (in Chinese)."
Technology and Economy 10: 118-121.

Rahamana, Abu Shiraz. 2000. "Senior Management Perceptions of Social and
Environmental Reporting in Ghana." Social and Environmental Accounting 20
(2): 7-10.

Rashid, Afzalur and Sudhir C. Lodh. 2008. "The Influence of Ownership Structures
and Board Practices on Corporate Social Disclosures in Bangladesh."
Corporate Governance in Less Developed and Emerging Economies
(Research in Accounting in Emerging Economies) 8: 211-237.

Reverte, Carmelo. 2009. "Determinants of Corporate Social Responsibility Disclosure
Ratings by Spanish Listed Firms." Journal of Business Ethics 88 (2): 351-366.

Richards, Lyn. 2005. Handling Qualitative Data: A Practical Guide. London: Sage
Publications.

Roberts, Robin W. 1992. "Determinants of Corporate Social Responsibility Disclosure:
An Application of Stakeholder Theory." Accounting, Organizations and
Society 17 (6): 595-612.

Rogers, Everett M. 2003. Diffusion of Innovations. 5th ed. New York: Free Press.

260



Rossman, Gretchen B., and Sharon F. Rallis. 1998. Learning in the Field: An
Introduction to Qualitative Research. Thousand Oaks, CA: Sage Publications.

Rowe, Anna and James Guthrie. 2009. "Institutional Cultural Norms of Chinese
Corporate Environmental Reporting.” Paper presented at Interdisciplinary
Perspectives on Accounting Conference, University Innsbruck, Austria.

——— 2010. "The Chinese Government's Formal Institutional Influence on
Corporate Environmental Management.” Public Management Review 12 (4):
511-529.

Sanders, Patricia. 1982. "Phenomenology: A New Way of Viewing Organizational
Research." Academy of Management Review 7 (3): 353-360.

SASAC (State-owned Assets Supervision and Administration Commission [of the
State Council]) (China). 2008. Guidelines to the State-Owned Enterprises
Directly under the Central Government on Fulfilling Corporate Social
Responsibilities. Accessed June 16, 2013,
http://www.sasac.gov.cn/n2963340/n2964712/4891623.html.

Saunders, Mark , Philip Lewis, and Adrian Thornhill. 2012. Research Methods for
Business Students. 6th ed. Harlow, England; New York: Pearson.

Schaltegger, Stefan, Martin Bennett, and Roger Burritt. 2006. "Sustainability
Accounting and Reporting: Development, Linkages and Reflection.” In
Sustainability Accounting and Reporting, eds. Stefan Schaltegger, Martin
Bennet, and Roger Burritt, 1-33. Netherlands: Springer.

Scott, William Richard. 1995. Institutions and Organizations. Thousand Oaks, CA:
Sage Publications.

———. 2002. "The Changing World of Chinese Enterprise: An Institutional
Perspective." In The Management of Enterprises in the People’s Republic of
China, eds. Anne S. Tsui and Chung-Ming Lau, 59-78. US: Springer.

Scott, William Richard and John W. Meyer. 1994. Institutional Environments and
Organizations. Thousand Oaks, CA: Sage Publications.

See, Geoffrey. 2009. "Harmonious Society and Chinese CSR: Is There Really a Link?"
Journal of Business Ethics 89: 1-22.

Seligman, Scott D. 1999. Chinese Business Etiquette: A Guide to Protocol, Manners,
and Culture in the People's Republic of China. New York: Warner Books.

Sethi, S. Prakash. 1978. "Advocacy Advertising — the American Experience."
California Management Review 11: 55-67.

Setthasakko, Watchaneeporn. 2010. "Barriers to the Development of Environmental
Management Accounting: An Exploratory Study of Pulp and Paper Companies
in Thailand." EuroMed Journal of Business 5 (3): 315-331.

261



Shanghai Daily. 2012. China's River Pollution 'a Threat to People's Lives'. Accessed
June 16, 2013, http://english.peopledaily.com.cn/90882/7732438.html.

Shen, Hongtao. 2007. "Company Characters and CSR Disclosure—Empirical
Evidences from Listed Companies (in Chinese)." Accounting Research 3: 9-16.

Shen, Hongtao and Deliang Su. 2012. "A Study on the Imitation in Corporate
Information Disclosure: Based on Institutional Theory (in Chinese).” Nan Kai
Business Review 15 (3): 91-100.

Sheng, Shibin, Kevin Zheng Zhou, and Julie Juan Li. 2011. "The Effects of Business
and Political Ties on Firm Performance: Evidence from China." Journal of
Marketing 75 (1): 1-15.

Silverman, David. 1993. Interpreting Qualitative Data: Methods for Analysing Talk,
Text and Interaction. London: Sage Publications.

Smith, David. 2012. Guanxi, Mianzi, and Business: The Impact of Culture on
Corporate Governance in China. Washington, DC.
http://documents.worldbank.org/curated/en/2012/09/16750630/guanxi-
mianzi-business-impact-culture-corporate-governance-china.

Smith, Joyce van der Laan, Ajay Adhikari, and Rasoul H. Tondkar. 2005. "Exploring
Differences in Social Disclosures Internationally: A Stakeholder Perspective.”
Journal of Accounting and Public Policy 24: 123-151.

Smith, Malcolm, Khadijah Yahya, and Ahmad Marzuki Amiruddin. 2007.
"Environmental Disclosure and Performance Reporting in Malaysia.” Asian
Review of Accounting 15 (2): 185-199.

So, Ying Lun and Anthony Walker. 2006. Explaining Guanxi: The Chinese Business
Network. London: Routledge.

Soderstrom, Naomi. 2013. "Sustainability Reporting: Past, Present, and Trends for the
Future." Insights — The University of Melbourne for the Faculty of Business
and Economics 13 (April): 31-37.

Solomon, Aris and Linda Lewis. 2002. "Incentives and Disincentives for Corporate
Environmental Disclosure.” Business Strategy and the Environment 11 (3):
154-169.

South China Morning Post. 2013. Beijing Only 17th Most Polluted City, Ministry Says.
Accessed June 16, 2013,
http://www.scmp.com/news/china/article/1218694/beijing-only-17th-most-
polluted-city-ministry-says.

SSE (Shanghai Stock Exchange). 2008a. Notice of Doing a Better Job for Disclosing
2008 Annual Reports. Accessed January 20, 2015,
http://english.sse.com.cn/aboutsse/news/c/28555.shtml.

262



. 2008b. SSE Drives Listed Companies to Fulfill Social Responsibilities.
Accessed January 20, 2015,
http://english.sse.com.cn/aboutsse/news/c/28466.shtml.

. 2009a. SSE CSR Index to Be Launched in Mid-Year. Accessed January 15,
2015, http://english.sse.com.cn/aboutsse/news/c/28594.shtml.

. 2009b. SSE Social Responsibility Index Released Today. Accessed
January 20, 2015, http://english.sse.com.cn/aboutsse/news/c/28635.shtml.

. 2012. Number and Sector Distribution of Listed Companies. Accessed
January 20, 2015, http://english.sse.com.cn/listed/statistics/numbersector/.

_ 2014a. Monthly Statistic Report - Dec 2014.
http://www.sse.com.cn/researchpublications/publication/monthly/c/c 201501
14 3872948.pdf.

———  2014b. Shanghai  Stock Exchange Annual Report 2014.
http://www.sse.com.cn/researchpublications/publication/factbook/c/c 201404
17 3793089.pdf.

Stemler, Steve. 2001. "An Overview of Content Analysis.” Practical Assessment,
Research & Evaluation 7 (17). http://pareonline.net/getvn.asp?v=7&n=17.

Strauss, A. and J. Corbin. 1990. Basics of Qualitative Research: Grounded Theory
Procedures and Techniques. Newbury Park, CA: Sage Publications.

Su, Yiand Suo Zhang. 2009. "Environmental Disclosure of Chinese Listed Companies:
An Empirical Research Based on Public Pressure (in Chinese)." Incentive
Review of Corporate Governance 3: 58-75.

Stubbs, Wendy, Colin Higgins, and Markus Milne. 2013. "Why Do Companies Not
Produce Sustainability Reports?" Business Strategy and Environment 22: 456-
470.

Suchman, Mark C. 1995. "Managing Legitimacy: Strategic and Institutional
Approaches." Academy of Management Review 20 (3): 571-610.

Suh, Taewon and Lyn S. Amine. 2007. "Defining and Managing Reputational Capital
in Global Markets." Journal of Marketing Theory and Practice 15 (3): 205-
217.

SynTao Co Ltd. 2007. A Journey to Discover Values — a Study of Sustainabilty
Reporting in China 2007 (in Chinese).

. 2008. A Journey to Discover Values — a Study of Sustainabilty Reporting in
China 2008 (in Chinese).
http://www.syntao.com/SyntaoReport_Show_CN.asp?ID=7&FID=18.

. 2009. A Journey to Discover Values — a Study of Sustainabilty Reporting in
China 2009 (in Chinese).
http://www.syntao.com/SyntaoReport_Show_CN.asp?ID=8&FID=18.

263



. 2012a. A Journey to Discover Values — a Study of Sustainablity Reporting in
China 2011 (in Chinese).
http://www.syntao.com/SyntaoReport Show CN.asp?ID=11&FID=18.

. 2012b. Revealing China's Environmental, Social and Governance Issues (in
Chinese).
http://www.syntao.com/SyntaoReport_Show CN.asp?ID=20&FID=18.

. 2013. A Journey to Discover Values — a Study on CSR Reporting in China
2012-2013 (in Chinese). http://syntao.com/Uploads/file/SynTao-
A%20Journey%20t0%20Discover%20Values%202012-2013.pdf.

——— 2014. Material and Quantitative Indicators Guideline for CSR. Report Issued
by SynTao. Accessed January 11, 2015,
http://www.syntao.com/News/SyntaoNews_Show_EN.asp?ID=17151.

SZSE (Shenzhen Stock Exchange). 2006. Social Responsibility Instructions to Listed
Companies (in Chinese) Accessed June 16, 2013,
http://www.szse.cn/main/en/rulseandregulations/sserules/2007060410636.sht
ml.

. 2008. Notice of Doing a Better Job for Disclosing 2008 Annual Reports (in
Chinese). Accessed January 19, 2015,
http://www.szse.cn/main/disclosure/bsgg/2008123139739051.shtml.

— 2013. Overview of  SZSE in 2013 (in  Chinese).
http://www.szse.cn/main/files/2013/12/31/848924496838.pdf.

— 2014. Overview of  SZSE in 2014  (in  Chinese).
http://www.szse.cn/main/files/2014/12/31/GK2014-C.pdf.

Tagesson, Torbjorn, Veronica Blank, Pernilla Broberg, and Sven-Olof Collin. 2009.
"What Explains the Extent and Content of Social and Environmental
Disclosures on Corporate Websites?: A Study of Social and Environmental
Reporting in Swedish Listed Corporations." Corporate Social Responsibility
and Environmental Management 16 (6): 352-364.

Thomas, Gail and Margaret Nowak. 2006. "Corporate Social Responsibility: A
Definition." Perth, Australia: Graduate School of Business, Curtin University.

Thomson, lan. 2007. "Mapping the Terrain of Sustainability Accounting." In
Sustainability Accounting and Accountability, eds. Jeffrey Unerman, Jan
Bebbington, and Brendan O'Dwyer, 19-36. London: Routledge.

Tian, Lihui and Saul Estrin. 2007. "Debt Financing, Soft Budget Constraints, and
Government Ownership." Economics of Transition 15 (3): 461-481.

Tilling, Matthew V. and Carol A. Tilt. 2010. "The Edge of Legitimacy: Voluntary
Social and Environmental Reporting in Rothmans' 1956-1999 Annual
Reports." Accounting, Auditing & Accountability Journal 23 (1): 55-81.

264



Tilt, Carol A. 2007. "External Stakeholders' Perspectives on Sustainability Reporting."
In Sustainability Accounting and Accountability, eds. Jeffrey Unerman, Jan
Bebbington, and Brendan O'Dwyer, 104-126. London: Routledge.

Tracy, Sarah J. 2013. Qualitative Research Methods: Collecting Evidence, Crafting
Analysis, Communicating Impact. Chichester, West Sussex, UK: Wiley-
Blackwell.

Trotman, Ken T. and Graham W. Bradley. 1981. "Associations between Social
Responsibility Disclosure and Characteristics of Companies.” Accounting,
Organizations and Society 6 (4): 355-362.

Tsoi, Joyce. 2010. "Stakeholders' Perceptions and Future Scenarios to Improve
Corporate Social Responsibility in Hong Kong and Mainland China.” Journal
of Business Ethics 91 (3): 391-404.

Ulin, Priscilla R., Elizabeth T. Robinson, and Elizabeth E. Tolley. 2004. Qualitative
Methods in Public Health: A Field Guide for Applied Research. San Francisco:
Jossey-Bass.

Ullmann, Arieh A. 1985. "Data in Search of a Theory: A Critical Examination of the
Relationships among Social Performance, Social Disclosure, and Economic
Performance of US Firms." Academy of Management Review 10 (3): 540-557.

UNCCD (United Nations Convention to Combat Desertification). 2011.
Desertification: A Visual Synthesis. United Nations Convention to Combat
Desertification.
http://www.unccd.int/Lists/SiteDocumentL ibrary/Publications/Desertification

-EN.pdf.

UNCTAD (United Nations Conference on Trade and Development). 2014. World
Investment Report 2014,
http://unctad.org/en/pages/PublicationWebflyer.aspx?publicationid=937.

UNDP (United Nations Development Programme). 2014. Human Development Report
— Sustaining Human Progress: Reducing Vulnerabilities and Building
Resilience. New York, USA.

Unerman, Jeffrey. 2007. "Stakeholder Engagement and Dialogue.” In Sustainability
Accounting and Accountability, eds. Jeffrey Unerman, Jan Bebbington, and
Brendan O'Dwyer, 86-103. London and New York: Routledge.

. 2000 "Methodological Issues - Reflections on Quantification in Corporate
Social Reporting Content Analysis", Accounting, Auditing & Accountability
Journal, Vol. 13 No. 5, pp.667 — 681

Unerman, Jeffrey and Mark Bennett. 2004. "Increased Stakeholder Dialogue and the

Internet: Towards Greater Corporate Accountability or Reinforcing Capitalist
Hegemony?" Accounting, Organizations and Society 29 (7): 685-707.

265



United Nations Committee of Experts on Public Administration. 2006. Definition of
Basic Concepts and Terminologies in Governance and Public Administration.
http://unpanl.un.org/intradoc/groups/public/documents/un/unpan022332.pdf.

United Nations General Assembly. 2005. 2005 World Summit Outcome — Resolution
a/60/1. Accessed January 10, 2015,
http://data.unaids.org/Topics/UniversalAccess/worldsummitoutcome_resoluti
on_240ct2005_en.pdf.

US Bureau of Labor Statistics. 2013. China's Manufacturing Employment and Hourly
Labor Compensation 2002-2009. Accessed January 20, 2015,
http://www.bls.gov/fls/china_method.pdf.

US Energy Information Administration. 2011. International Energy Outlook 2011.
http://www.eia.gov/forecasts/ieo/pdf/0484(2011).pdf.

. 2014a. China Produces and Consumes Almost as Much Coal as the Rest of
the World Combined. Accessed January 20, 2015,
http://www.eia.gov/todayinenergy/detail.cfm?id=16271.

. 2014b. International Energy Statistics. Accessed January 20, 2015,
http://www.eia.gov/cfapps/ipdbproject/iedindex3.cfm?tid=1&pid=1&aid=2&
cid=ww,CH,&syid=2000&eyid=2012&unit=TST.

US National Intelligence Council. 2012. Global Trends 2030: Alternative Worlds.
http://globaltrends2030.files.wordpress.com/2012/12/global-trends-2030-
november2012.pdf.

Van Maanen, John. 1979. "Reclaiming Qualitative Methods for Organisational
Research: A Preface.” Qualitative Methodology 24 (4): 520-526.

van Manen, Max. 1990. Researching Lived Experience: Human Science for an Action
Sensitive Pedagogy. Albany, NY: State University of New York Press.

Vilanova, Marc, Josep Lozano, and Daniel Arenas. 2009. "Exploring the Nature of the
Relationship between CSR and Competitiveness.”" Journal of Business Ethics
87: 57-69.

Walden, W. Darrell and Bill N. Schwartz. 1997. "Environmental Disclosures and
Public Policy Pressure." Journal of Accounting and Public Policy 16 (2): 125-
154,

Wang, Jianmin. 2008. "Research on the Correlation among Environmental
Information Disclosure, Industry Differences and Supervisory System (in
Chinese)." Accounting Research 6: 54-62.

WBCSD (World Business Council for Sustainable Development). 2002. Sustainable
Development Reporting — Striking the Balance. Geneva.

Weber, Olaf. 2014. "Environmental, Social and Governance Reporting in China."”
Business Strategy and the Environment 23 (5): 303-317.

266



Welcomer, Stephanie, Philip L. Cochran, and Virginia W. Gerde. 2003. "Power and
Social Behavior: A Structuration Approach to Stakeholder Networks." In
Unfolding Stakeholder Thinking Vol 2: Relationships, Communication,
Reporting and Performance, eds. Jorg Andriof, Sandra Waddock, Bryan
Husted, and Sandra Rahman, 83-105. Sheffield: Greenleaf Publishing Limited.

Werther, William B. and David B. Chandler. 2010. Strategic Corporate Social
Responsibility Stakeholders in a Global Environment. 2nd ed. Los Angeles,
CA: Sage Publications.

Wheeler, David and John Elkington. 2001. "The End of the Corporate Environmental
Report? Or the Advent of Cybernetic Sustainability Reporting and
Communication." Business Strategy and the Environment 10 (1): 1-14.

Whiteley, Alma M. 2002. "Rigour in Qualitative Research.” Working Paper Series
02:01, Perth, Australia: Graduate School of Business, Curtin University.

. 2004. "Grounded Research: A Modified Grounded Theory for the Business
Setting.” Qualitative Research Journal 4 (2): 27-46.

Whiteley, Alma M., Margaret McCabe, Lynette Buoy, Fred Howie, Desmond Kilass,
Jim Latham, Maureen Bickley, and Leela Luckeenarain. 1998. "Planning the
Qualitative Research Interview." Working Paper Series: no. 15. Perth,
Australia: Graduate School of Business, Curtin University.

Whiteley, Alma M. and Jervis Whiteley. 2006. "The Familiarization Study in
Qualitative Research: From Theory to Practice.” Qualitative Research Journal
6 (1): 69-85.

Whittemore, Robin, Susan K. Chase, and Carol Lynn Mandle. 2001. "Validity in
Qualitative Research.” Qualitative Health Research 11 (4): 522-537.

Williams, S. Mitchell. 1999. "Voluntary Environmental and Social Accounting
Disclosure Practices in the Asia-Pacific Region: An International Empirical
Test of Political Economy Theory." International Journal of Accounting 34 (2):
209-238.

Williams, S. Mitchell and Carol-Anne Ho Wern Pei. 1999. "Corporate Social
Disclosures by Listed Companies on Their Web Sites: An International
Comparison." International Journal of Accounting 34 (3): 389-419.

Wilmshurst, Trevor D. and Geoffrey R. Frost. 2000. "Corporate Environmental
Reporting: A Test of Legitimacy Theory." Accounting, Auditing &
Accountability Journal 13 (1): 10-26.

Wong, Edward. 2013. "Air Pollution Linked to 1.2 Million Premature Deaths in
China." The New York Times. Accessed June 16, 2013,

Wood, Donna J. 1991. "Corporate Social Performance Revisited." Academy of
Management Review 16 (4): 691-718.

267



Woods, Peter. 1992. "Symbolic Interactionism: Theory and Method.” In The
Handbook of Qualitative Research in Education, eds. Margaret D. LeCompte,
Wendy L. Millroy, and Judith Preissle, 337-404. San Diego: Academic Press.

Worcester, Robert. 2009. "Reflections on Corporate Reputations.” Management
Decision 47 (4): 573-589.

World Bank. 2004. Opportunities and Obstacles for Corporate Social Responsibility
Reporting in Developing Countries.

. 2007. Cost of Pollution in China, Economics Estimates of Physical Damages.
http://siteresources.worldbank.org/INTEAPREGTOPENVIRONMENT/Reso
urces/China_Cost_of_Pollution.pdf.

. 2012. China 2030 — Building a Modern, Harmonious, and Creative Society.
http://www.worldbank.org/en/news/feature/2012/02/27/china-2030-
executive-summary.

. 2013. Addressing Water Scarcity in China. Accessed June 16, 2014,
http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/EASTASIA
PACIFICEXT/EXTEAPREGTOPENVIRONMENT/O0,,contentMDK:210152
30~pagePK:34004173~piPK:34003707~theSitePK:502886,00.html.

———  2014a. China  Overview. Accessed January 20, 2015,
http://www.worldbank.org/en/country/china/overview.

. 2014b. Poverty & Equity — Country Dashboard: China. Accessed January 20,
2015, http://povertydata.worldbank.org/poverty/country/CHN.

. 2014c. World Databank — World Development Indicators. Accessed

August 13, 2014,
http://databank.worldbank.org/data/views/reports/tableview.aspx?isshared=tr
ue.

——— 2014d. World Development Indicators.  Washington  DC.
https://openknowledge.worldbank.org/bitstream/handle/10986/18237/978146
4801631.pdf?sequence=1.

. 2014e. World Development Indicators — GDP Per Capita. Accessed
January 10, 2015,
http://databank.worldbank.org/data/views/reports/tableview.aspx?isshared=tr
uehttp://www.eia.gov/cfapps/ipdbproject/iedindex3.cfm?tid=1&pid=1&aid=2
&cid=ww,CH,&syid=2000&eyid=2012&unit=TST.

Xiao, Hua and Guogin Zhang. 2008. "Public Pressure and Corporate Environmental
Disclosure (in Chinese)." Accounting Research 5: 15-23.

Xinhua News. 2005. Building Harmonious Society Crucial for China's Progress: Hu
Jintao. Accessed January 12, 2015,
http://en.people.cn/200506/27/eng20050627_192495.html.

268



. 2006. Decision of the CPC Central Committee on Certain Major Issues in the
Building of an Harmonious Socialist Society (in Chinese). 2015.
http://news.xinhuanet.com/politics/2006-10/18/content_5218639.htm.

. 2007. Hu Jintao Proposes Scientific Outlook on Development for Tackling
China's Immediate Woes, Challenges. Accessed January 20, 2015,
http://en.people.cn/90001/6283112.html.

. 2008. Ministry of Commerce of the People's Republic of China Requires
Foreign  Enterprises  Fulfill  Social Responsibility (in  Chinese).
http://news.xinhuanet.com/newscenter/2008-09/11/content_9925066.htm.

. 2009. Full Text of Chinese Premier's Speech at University of Cambridge.
Accessed January 20, 2015, http://news.xinhuanet.com/english/2009-
02/03/content_10753336.htm.

. 2011. Key Targets of China's 12th Five-Year Plan. Accessed June 17, 2013,
http://news.xinhuanet.com/english2010/china/2011-03/05/c 13762230.htm.

. 2012. Scientific Outlook on Development Becomes CPC's Theoretical
Guidance. Accessed January 20, 2015,
http://en.people.cn/90785/8009958.html.

. 2013. 116 Central Government-Owned Enterprises Issued CSR Reports (in
Chinese). Accessed January 20, 2015,
http://news.xinhuanet.com/fortune/2013-01/31/c_124304633.htm.

Xun, Jiyao. 2013. "Corporate Social Responsibility in China: A Preferential
Stakeholder Model and Effects."” Business Strategy and the Environment 22 (7):
471-483.

Yamagami, Tatsundo and Katsuhiko Kokubu. 1991. "A Note on Corporate Social
Disclosure in Japan."” Accounting, Auditing & Accountability Journal 4 (4): 32-
39.

Yang, C. X. 2002. "Selection of Entrepreneurs in China's State-Owned Enterprises:
An Economic Perspective (in Chinese)." China Industrial Economy 172 (7):
51-56.

Yang, Helen Hong, Russell Craig, and Alan Farley. 2015. "A Review of Chinese and
English Language Studies on Corporate Environmental Reporting in China."
Critical Perspectives on Accounting 28: 30-48.

Yin, Cong. 2009. "Empirical Research on Environmental Disclosure of Chinese Listed
Companies Based on Public Pressure Motives (in Chinese)". Unpublished
doctoral dissertation, JiLin University, China.

Yin, Juelin and Yuli Zhang. 2012. "Institutional Dynamics and Corporate Social
Responsibility (CSR) in an Emerging Country Context: Evidence from China."”
Journal of Business Ethics 111 (2): 301-316.

269



Yuan, Wen. 2004. "A Research on Information Disclosure of CSR (in Chinese)".
Unpublished doctoral dissertation, Southwestern University of Finance and
Economics.

Zeng, S. X., X. D. Xu, Z. Y. Dong, and Vivian W. Y. Tam. 2010. "Towards Corporate
Environmental Information Disclosure: An Empirical Study in China." Journal
of Cleaner Production 18 (12): 1142-1148.

Zhang, Junrui, Huiting Guo, Zongwu Jia, and Donglin Liu. 2008. "Research on
Influencing Factors of Corporate Environmental Accounting Disclosure—
Empirical Evidences from Listed Companies in Chemical Industry (in
Chinese)." Statistics and Information Forum 23 (5): 32-38.

Zhang, Zhengyong. 2011. "Research on the Determinants of CSR Report Information
Quality in Chinese Listed Companies (in Chinese)". Unpublished doctoral
dissertation,Southwestern University of Finance and Economics.

Zhong, Bu, Tao Sun, and Yong Zhou. 2011. "To Name or Not to Name: A Cross-
Cultural Comparison of On-Air Attribution in US and Chinese TV News."
Asian Journal of Communication 21 (2): 202-216.

Zhong, Hongwu, En Zhang, and Lifeng Zhai. 2011. The White Book of Chinese CSR
Reports (in Chinese). China: Economy and Management Publications.

Zu, Liangrong and Lin Song. 2009. "Determinants of Managerial VValues on Corporate
Social Responsibility: Evidence from China.” Journal of Business Ethics 88
(1): 105-117.

Every reasonable effort has been made to acknowledge the owners of copyright
material. | would be pleased to hear from any copyright owner who has been omitted
or incorrectly acknowledged.

270



APPENDICES

Appendix A: Sample Information Sheet and Consent Form

Curtin University

Information Sheet and Consent Form

Exploring the Phenomenon of Corporate Social and Environmental Reporting
in China

My Name is Shengli Yu. | am a PhD candidate of Curtin University, Australia and
lecturer of Shanghai University, China. | am writing to invite you for an interview for
the data collection of my research. The topic of my study is exploring the phenomenon
of corporate social and environmental reporting (CSER) in China. CSER is commonly
known as corporate social responsibility (CSR) reporting in China. This study aims to
explore senior managers’ perceptions of CSER in China. In particular, the main
research objectives are: (1) Explore the enabling motivations and impediments of
CSER adoption in China; (2) Discover effective enablers that most likely encourage
the advancement of CSER in China.

Your contribution to this research as senior manager is of significance in understanding
the phenomenon of CSER practices in China. Your participation to the interview is
voluntary. It may take around forty-five minutes to an hour. You are assured that: (1)
You have the right to withdraw from participation at any time without giving any
reason; (2) The confidentiality and anonymity of the identity of you and your company
will be maintained; (3) The interview will only be taped under your agreement; (4)
The interview data will be exclusively used for the purpose of completing my PhD
research thesis; (5) All audio files and transcripts will be de-identified and locked at

the Curtin Graduate School of Business.

This research has been approved by the Human Research Ethics Committee of Curtin
University (Approval number GSB 1-12). If you have any queries pertaining to this

research, please do not hesitate to contact me or my two supervisors.
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Contact details:

Shengli Yu

(Tel.: +61-0-424995320; Email: shengli.yu@postgrad.curtin.edu.au)
Associate Professor Anna Lee Rowe

(Tel.: +61-8-92663959; Email: a.rowe@curtin.edu.au)
Professor Mohammed Quaddus

(Tel.: +61-8-92662862; Email: m.quaddus@curtin.edu.au)

I, have read the information on page one and all my questions

have been answered to my satisfaction.

| agree to participate in this research of my own accord, knowing that I, as an individual,
can withdraw at any time without personal consequence. | have been given a copy of

this form for my records.

Please circle:

YES /NO
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Appendix B: Interview Protocol

Curtin University

Interview Protocol

Introduction before interview

My name is Shengli Yu, a PhD candidate of Curtin University, Australia. The only
purpose of this interview is to collect the data for my PhD study. My research topic is
‘Exploring the Phenomenon of Corporate Social and Environmental Reporting (CSER)
in China’. This reporting is commonly known as corporate social responsibility (CSR)
reporting in China. The main purpose of this interview is to explore enablers of and

barriers to CSER in China and ways to advance it from a senior manager’s perspective.

Your participation is voluntary. You are assured that your right to withdraw from
participation at any time without giving any reason, and the confidentiality and
anonymity of you and your company are guaranteed; the interview will only be taped

under your agreement.

Guiding semi-structured guestions:

1. Has your company issued CSR reports? Why or why not?

2. Do you think it is necessary for companies in China to engage in CSR reporting?
Why?

3. What kind of companies in China do you think should issue CSR reports?
4. Who do you think are the main audiences of CSR reporting?

5. What are the enablers for companies in adopting CSR reporting in China on your

perception?

6. What are the barriers for companies in adopting CSR reporting in China on your

perception?

7. What do you think are the best ways forward to advance CSR reporting in China?

What are the detailed solutions?
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8. How do you think about the future of CSR reporting in China?

9. Are there other issues you would like to address in relation to CSR reporting in

China?

Express thanks:

Thank you for your time and participation.
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Appendix C: Operational Definitions

Collectivism: is a national cultural element that exists as the reverse of individualism.
It stands for “societies in which people from birth onward are integrated into strong,

cohesive in-groups” (Hofstede, Hofstede, and Minkov 2010, 92).

Corporate social and environmental reporting (CSER): is “the process of
communicating the social and environmental effects of organizations’ economic
actions to particular interest groups within society and to society at large” (Gray, Owen,
and Maunders 1987, ix). It is interchangeably known as sustainability reporting;
corporate social responsibility (CSR) reporting; corporate responsibility reporting;
corporate social reporting; corporate social and environmental accounting; and non-

financial reporting. In China, CSER is commonly known as CSR reporting.

Emic: is concerned with the description of behaviours or patterns as from an insider’s
or local’s perspective within a culture (Morris et al. 1999; Fetterman 2005). An emic
approach is culturally specific, describing a unique value of a particular society at one
time (Pike 1967; Brislin 1976).

Etic: is concerned with generalisations of behaviours or patterns across cultures
(Brislin 1976). An etic approach adopts an external perspective from outside a
particular system, and describes phenomena in constructs equally in societies of
different cultures (Morris et al. 1999; Pike 1967).

Guanxi (32 &): is an important part of Chinese business culture. It has no word-for-
word translation to English. Guanxi literally means ‘relationship’ or ‘connections’. It
is a network of interconnected individuals which involves implicit reciprocal
obligation and exchange of favours, and requires a long-term interaction based on
mutually exchanged trust and respect (Seligman 1999; So and Walker 2006; Smith
2012).

Mianzi (THF): literally means ‘face’ in English. It represents a person’s sense of

prestige in social contexts and his or her standing in the eyes of others. It is “a quality
attributed to someone who meets the essential requirements related to his or her social

position. ‘To give face’ means to show respect for that position” (Hofstede, Hofstede,
and Minkov 2010, 517).
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Power distance: is a dimension of national cultures (from small to large). It is “the
extent to which the less powerful members of institutions and organizations within a

country expect and accept that power is distributed unequally” (Hofstede, Hofstede,
and Minkov 2010, 61)

Stakeholders: are “any group or individual who can affect or is affected by the
achievement of the organisation’s objectives” (Freeman 1984, 46). Examples of
primary stakeholders are employees, customers, suppliers, the government and
shareholders.
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