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Abstract

With growing economic globalization, returnee managers who have obtained
education or work experience overseas play a much more crucial role in corporations,
especially in emerging economies. Using hand-collected managerial background data
from a sample of firms listed on the Shanghai and Shenzhen Stock Exchanges from
2010 to 2014, this paper investigates the impact of returnee managers on corporate
social responsibility (CSR) performance. We find that returnee managers can promote
CSR performance. Further analyses show that the impact of returnee managers on CSR
is more pronounced when managers have a foreign study background compared to
managers with foreign work experience. The impact only holds when managers
obtained their experience in developed economies. When enterprises face greater
information asymmetry, returnee managers are more willing to use CSR as a tool to
convey a positive image to stakeholders. CSR can help managers reduce information
asymmetry and improve firm value. The results are robust through a series of robustness
checks including a propensity score matching (PSM) procedure and a Heckman two-state
sample selection model. This paper contributes to growing studies on the economic
consequences of returnee managers and advances our understanding of the determinants
of CSR at the individual level. The results also have implications for government and
enterprises attracting talents with overseas experience.

Keywords: Returnee managers, Corporate social responsibility, Upper echelons theory,
Stakeholders, Information asymmetry

Introduction

Corporate Social Responsibility (CSR) refers to the actions of firms that go beyond
their own immediate interests, making further contributions to improving the
social, ethical, labor and environmental conditions in which they operate (Davis
1973; McWilliams and Siegel 2001). CSR has attracted attention worldwide since
the 1990s. Government and non-governmental organizations have launched cor-
porate social responsibility campaigns worldwide by revising laws and regulations,
and introducing a series of social responsibility rules and standards. The Chinese
government also attaches great importance to CSR. In 2002, the “Guidelines on
Corporate Governance of Listed Companies” promulgated by the China Securities
Regulatory Commission (CSRC) clearly stipulates that listed firms should respect
and safeguard the legitimate rights and interests of stakeholders, and pay attention
to corporate social responsibilities while maximizing the interests of shareholders.
As well, the promulgated “CSR Standards”, the new “Company Law” and “Guiding
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Opinions on Social Responsibility of State-owned Entities” have set out specific re-
quirements and guidance for enterprises to fulfill their social responsibilities. Many
firms have sought to enhance the scope and depth of their CSR accordingly and
commit to a more sustainable future spurred by laws and regulations.

CSR performance in Chinese firms has improved in recent years, but is still far from
satisfactory. According to an official CSR evaluation report released by Hexun.com,
the overall average CSR score of Chinese listed companies is only 29, far below the cut-
off score of 60. Only 75 companies have received passing scores, comprising only
2.65% of the total listed companies in both the Shanghai and Shenzhen stock ex-
changes. Although the number of voluntary disclosures of CSR evaluation reports has
been increasing year by year, a large number of reports hold back negative information
and “clone” previous years’ reports. In addition, corporate philanthropy can become a
cover-up used by companies to prevent reputation loss and is not a consistent practice
of companies (Gao et al. 2012). Due to the current institutional background and regula-
tory policies, how to improve CSR performance in China is worth in-depth study and
discussion.

Previous literature reveals that institutional and organizational level factors have a great
impact on CSR, but limited attention has been paid to the individual level (Aguinis and
Glavas 2012). CSR investments require decisions by management. Commitment from su-
pervisors to CSR is a key predictor of CSR performance (Greening and Gray 1994; Muller
and Kolk 2010; Ramus and Steger 2000; Weaver et al. 1999a, 1999b). Little attention has
been paid to whether returnee managers can play a different role in CSR performance.

In China, managerial foreign experience is an important and beneficial characteristic for
firm managers. China is still an emerging economy despite rapid economic development
since the 1970s. Chinese students go abroad and study in the universities of developed
countries.” Some of them work in foreign enterprises after graduation. Those individuals
with foreign study or work experience are regarded as high-level talents. They return to
their home country with advanced knowledge and new ideas. Compared with China’s
enormous population, these returnee managers are still scarce. Due to this reason, the
Chinese government has released a batch of policies to attract these talents to return to
work in China,? providing them with superior benefits. However, whether these indivi-
duals fulfill their expected role is still an empirical question.

In this paper, we empirically explore the impact of returnee managers on CSR based
on manually collected managerial background data over the period of 2010 to 2014.
We find that these returnee managers have a positive association with CSR. We have
conducted a series of robustness checks including propensity score matching (PSM),
Heckman two-stage sample selection, alternative measure of CSR, and alternative
definition of returnee managers and find that the results are robust. Further analyses
show that this association is more pronounced if managers have foreign study experi-
ence compared with foreign career work experience. In addition, when firms face
greater information asymmetry, returnee managers are more willing to use CSR as a
tool to convey a positive image to outsiders. Further tests show that CSR can help
managers reduce information asymmetry and improve firm value.

Our study contributes to the literature in the following ways. First, our paper is one
of the few to test the effect of managerial foreign experience on CSR, which enriches
the literature on the determinants of CSR performance. Aguinis and Glavas (2012)
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summarize that most CSR papers focus on institutional and organizational levels of
analysis. Only a small minority of CSR research has paid attention to the individual
level. This study answers their call for more research to examine CSR at the individual
level. Our study provides direct evidence that individuals’ foreign background is a
significant factor in determining firms’ CSR investment.

Second, our paper enriches the small but growing number of studies on the
economic influences of returnee managers. Little empirical evidence has been provided
to demonstrate the relationship between returnee managers and corporate outcomes
although this question is both interesting and important. Giannetti et al. (2015) explore
the impact of directors with foreign experience on firm performance with data from
Chinese listed firms from 1999 to 2009. They find that the performance of firms in-
creases after they employ directors with foreign experience. Miletkov et al. (Miletkov et al.
2017) use a large sample of non-U.S. firms and find that there is a positive association
between foreign independent directors and firm performance. They also find that this re-
lationship is more pronounced in countries where legal institutions are relatively weak.
Our study focuses on the impact of returnee managers on CSR, which contributes to the
existing literature by providing evidence of a new economic consequence of CSR.

Finally, our findings have important implications for both government and companies.
Since the 1990s, the Chinese government has released a number of policies to attract ta-
lents with foreign study and work experience to work in Chinese mainland (Zweig 2006;
Giannetti et al. 2015). Economic globalization, together with the internationalization of
Chinese enterprises, pushes the returnee manager issue even further to the forefront. Our
findings are consistent with the notion that the presence of returnee managers has signifi-
cance for corporate strategic decisions in terms of CSR, which supports the Chinese
government’s recent efforts to recruit returnee managers.

The rest of the paper proceeds as follows. The following section reviews related studies
and develops our hypothesis. Section 3 presents the research design and sample distribu-
tion. Section 4 provides empirical results and section 5 presents several robustness checks.

Section 6 conducts further studies and section 7 concludes the paper.

Related studies and Hypothesis development

Commitment from managers is crucial for CSR performance (Greening and Gray 1994;
Muller and Kolk 2010; Ramus and Steger 2000; Weaver et al. 1999a, 1999b). Managers
have a significant impact on the establishment and maintenance of their corporate
image. Hanniffa et al. (2005) find that the ethnicity and education background of a
board of directors influences the voluntary disclosure of CSR. Han et al. (2012) find
that interlocking directors are information intermediates among corporations and can
affect CSR disclosure by imitating each other. Wang et al. (2015) demonstrate that a
CEO’s religious beliefs have a positive effect on corporate philanthropy.

With the progress of economic globalization, returnee managers gradually attract
public attention and have become a non-negligible group in the Chinese capital
markets. These individuals bring back new ideas and advanced knowledge and act as
cross-border intermediaries. Overseas study and work experience are important oppor-
tunities for managers and affect their cognitive abilities and values. We expect that this
experience will ultimately affect their firms’ business decisions. However, existing
research has not fully explored the impact of returnee managers on corporate



Wen and Song Frontiers of Business Research in China (2017) 11:12 Page 4 of 26

governance. To the best of our knowledge, no literature tests managerial foreign expe-
rience on firms’ CSR performance.

Upper echelons theory suggests that organizational outcomes (e.g., strategic choices
and performance levels) can be predicted by managerial background characteristics
(Hambrick and Mason 1984). Returnee managers can promote CSR according to upper
echelons theory. CSR varies considerably among developed countries and emerging
economies. Many believe CSR is a western invention. Firms in developed countries
have more established social values and face stricter institutional pressures to fulfill
their social responsibilities (Campbell 2007). This may be reflected in vast ranges of
applications such as employment protection, environmental responsibilities, product
quality, and so on. However, the situation is quite different in emerging economies such
as China, where schools still lack systematic CSR education and managers are still weak
in their awareness of CSR (Yi 2011). According to upper echelon theory, managers’
educational background and career experiences have a significant effect on the types of
decisions managers make. In terms of CSR, returnee managers have long been edu-
cated in overseas culture and have developed a strong sense of social responsibility.
When facing strategic choices, managers can use their own cognitive based values
which can actively promote a commitment to social responsibility and lead firms to
engage in better CSR. Engaging in study or work overseas may be one of the biggest de-
cisions in one’s life, especially for people in emerging countries such as China. People
can be exposed to dramatically different cultures and lifestyles during this period, and
the overseas experience could result in a change in one’s cognitive awareness of CSR
and eventually affect their decision-making regarding CSR.

Although most CSR literature covers the benefits side of CSR, there is still a strand of
literature that focuses on the cost side of CSR. Barnea and Rubin (2010) suggest that CSR
engagement is a principal-agent relationship between managers and shareholders. Over-
confident managers tend to over-invest in CSR in order to obtain private benefits, such as
a positive reputation from publicity. Thus CSR investment is sometimes value-destroying
to shareholders when the agency problem is serious. Returnee managers are regarded as
highly skilled talents in emerging economies such as China. They may become superstars
in corporations and capital markets. As well, society has higher expectations for these re-
turnee managers, hoping they can bring about benefits not only to the corporations, but
also to other stakeholders. Therefore, returnee managers may be more willing to engage
in CSR activities to build their reputations, and thus can promote CSR performance.

In summary, the above discussions lead us to the following hypothesis:

Hypothesis: Returnee managers can promote corporate social responsibility, all else
being equal.

Research design

Sample selection and Data sources

We begin with all the Chinese listed companies on the SHSE and SZSE from 2010 to
2014. We choose 2010 as the beginning year of our sample period because Hexun.com
started to release its evaluation system of listed companies’ CSR performance in 2010. We
exclude financial firms (e.g., insurance companies and banks) because of the uniqueness
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of their asset structure and earnings generating process. After deleting observations with
missing data, we finally get 8052 observations.

CSR score and CSR rating data are downloaded from Hexun.com. Managerial foreign
experience data is manually collected from biographic information from annual reports
downloaded from the official websites of the SHSE and SZSE (www.sse.com.cn and
www.szse.cn, respectively). We double-checked the data with Sina (http://finance.sina.-
com.cn) and Baidu (http://baike.baidu.com), and the websites of each individual listed
company. In this way, we obtain information on the academic degrees managers
obtained abroad, managerial work experience and the country where the managers
studied or worked. The data of institutional investors is obtained from the WIND
system, other financial and corporate governance data used in this study are obtained
from China Stock Market Accounting Research (CSMAR) system. The data are cross-
checked for consistency.

Measurement of corporate social responsibility

Our test variable is CSR performance. Following Jia and Liu (2014), we use the data of
CSR evaluation system of listed companies released by Hexun.com.* We use two vari-
ables, CSR_Score and CSR_Rate to proxy for CSR performance. Higher scores and a better
social responsibility rating both indicate superior performance of a firm’s CSR. In contrast
to other CSR evaluation methods which are only based on firms’ annual CSR reports,
Hexun.com’s CSR evaluation system is based on both annual reports and CSR reports.
Even if the listed company does not disclose a CSR report, the evaluation system can still
assess the relevant content of the annual reports on the implementation of corporate so-
cial responsibility. With a relatively limited number of companies voluntarily disclosing
CSR reports at this stage in China,” we believe Hexun.com’s evaluation method is more

comprehensive.

Measurement of returnee managers

Our test variable is returnee managers. Following Giannetti et al. (2015), we consider
that a manager has foreign experience if he or she has studied or worked outside
Chinese mainland. We do not regard managers who worked for a foreign branch of a
Chinese company or those employed by a Chinese branch of a foreign company as
having foreign experience, ensuring that this measure can capture actual exposure to a
foreign environment.

We adopt two variables to gauge returnee managers: (1) Returnee (0/1), a dummy
variable which equals 1 if firm i has at least one manager who has a previous study or
work experience overseas in year ¢ and 0 otherwise. Considering that CSR investment
is part of corporate management decisions, we adopt a narrow definition of managers
(i.e., CEO, vice CEO, CFO, COO and other top executives). The board of directors is
not considered in this paper since directors play a relatively small monitoring and
consulting role in corporations. (2) Returnee number, the number of managers who
have a foreign study or work experience in year t. In further analyses, we distinguish
the type of returnee managers into basically two categories: (1) Returnee study (0/1), a
dummy variable which equals 1 if firm i has at least one manager who has previous
study experience overseas in year ¢ and O otherwise. (2) Returnee work (0/1), a dummy
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variable which equals 1 if firm i has at least one manager who has previous work ex-
perience overseas in year ¢ and 0 otherwise. In addition, we further clarify the countries
where managers obtained their foreign experience. Specifically, we define two variables:
(1) Returnee developed (0/1) is a dummy variable which equals 1 if firm i has at least
one manager who obtained his overseas experience from at least one developed econ-
omy® in year ¢ and 0 otherwise. (2) Returnee number is the number of managers who
obtained experience from advanced economies.

Models

We employ an OLS model to examine the influence of managerial foreign experience
on CSR. We cluster standard errors by firm to control for cross-sectional correlation.
We estimate the following regression model:

CSR;¢ + B, + B, Returnee;; + 5, Controls;; + Industry + Year + ¢, (1)

where f5; represents regression coefficients, € is an error term. CSR is the dependent
variable. We adopt two variables to measure corporate social responsibility, namely
CSR_Score and CSR_Rate. CSR score and rate are both released by Hexun.com for firm
i in year t, the larger CSR_Score and higher CSR_Rate represent better CSR perfor-
mance. Returnee is the test variable, measured by whether firm i has returnee managers
and the number of returnee managers in year ¢. Based on previous CSR literature, we
include the following control variables in the analysis.

State control (0/1)

State-owned enterprises take on more social and political responsibilities from the
government. In this study, state control is defined as a dummy variable equals 1 if the
firm is a state-owned entity (either controlled by the central Chinese government or
the local government) and 0 otherwise.

Board independence

Independent directors have the privilege to provide a voice for small shareholders when
their interests are adversely affected. Board independence is measured as the propor-
tion of independent directors to the total number of directors on a board.

Power balance

Power balance represents the relative balancing ability of the other shareholders to the
largest shareholder. Large shareholders can obtain private benefits at the expense of
other shareholders. When the balancing power is stronger, firms are more likely to en-
gage in CSR activities. Power balance is measured as the ratio of the number of shares
held by the largest shareholder divided by the sum of the number of shares held by the
second to the fifth largest shareholders.

Duality (0/1)

If the CEO and chairman is the same person, the CEO has more power and receives
less monitoring from the board of directors. Thus, a duality CEO may have a lower
propensity to engage in CSR and try to maximize his own performance. Duality is
defined as a dummy variable that equals 1 if the chairman and CEO is the same person
and 0 otherwise.

Managerial ownership

CSR engagement is a principle-agent relation between managers and shareholders
(Barnea and Rubin 2010). Ownership structure plays an important role in the amount
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of CSR expenditure. Managers tend to maximize their own benefits according to
agency theory. Since CSR is costly for firms to some extent, managers need to balance
their firm’s financial performance and CSR performance. When managers have greater
ownership, they tend to be more short-sighted and are less inclined to engage in CSR
(Wang et al. 2014). Managerial ownership is measured as the number of shares held by
management divided by the total shares in issue.

Institutional ownership

Different types of shareholder ownership reflect different investor preferences. Institu-
tional investors pay more attention to the sustainability and long-term prospects of
business than other types of shareholders (Oh et al. 2011). CSR strategies can enhance
the competitiveness of firms, build better government and community relationships
and increase the economic value of firms. Thus, institutional investors can promote
firms to engage in CSR. Institutional ownership is measured as the number of shares
held by institutional investors divided by the total shares in issue.

Firm age

Firm age is highly correlated with CSR engagement (Harjoto and Jo 2011), so we con-
trol this variable in the model. Firm age is equal to the difference of fiscal year ¢ minus
the year the firm was established.

Size

Size reflects the complexity of a firm’s resources and stakeholder relationships. Larger
firms are more capable of engaging in environmental protection activities, employment
benefits, etc. Size is measured as the natural logarithm of the book value of total assets.

Return on assets

According to slack resource theory, firms in relatively weak financial condition are less
likely to invest in corporate social responsibility than firms with strong financial perfor-
mance (Waddock and Graves 2015). ROA is equal to net income divided by total assets.

Leverage
Leverage reflects a firm’s capital structure and is an important index for a firm’s finan-
cial distress. Leverage may increase business operating risk and interest burdens. When
firms have high-interest payments, their ability to invest in CSR is limited. Thus we
predict that highly leveraged firms are less likely to perform well in CSR. Leverage is
measured as the book value of total debts divided by the book value of total assets.
Moreover, we add industry dummies and year dummies to control for the industrial
fixed effect and dynamic changes in the macroeconomic environment. All continuous
variables are winsorized at 1% at both tails to mitigate the undue influence of extreme
values. The definition of all main variables is presented in the Appendix A.

Empirical results

Descriptive statistics

Table 1 presents summary statistics of main variables used in our regression analysis.

Panel A is descriptive statistics for CSR. The average CSR_Score is only 27.505, far

below the pass level of 60. The mean and median value of CSR _Rate is 2.311 and

2.000, which demonstrates that CSR performance in China still needs improvement.
Table 1 Panel B shows the descriptive statistics of returnee manager variables. On

average, at least 12.3% of total observations have at least one returnee manager with
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Table 1 Descriptive Statistics

Variables N Mean Std. Median  Min P25 P75 Max
Panel A: Variables of CSR
CSR_Score 9519  27.505 18680  21.390 -13570 16610 30.180  85.770
CSR_Rate 9519 2311 0.686 2.000 1.000 2.000 2.000 5.000
RKS_Score 2414 36136 12165  33.090 11.690 28,000 40440 87950
RKS_Rate 2391 6.406 2973 5.000 1.000 4.000 8.000 18.000

Panel B: Variables of returnee managers

Returnee (0/1) 9519 0123 0329 0.000 0.000 0.000 0.000 1.000
Returnee number 9519  0.176 0.586 0.000 0.000 0.000 0.000 10.000
Returnee work 9519  0.050 0218 0.000 0.000 0.000 0.000 1.000
Returnee study 9519  0.106 0.307 0.000 0.000 0.000 0.000 1.000
Returnee developed (0/1) 9519  0.122 0328 0.000 0.000 0.000 0.000 1.000
Returnee number developed 9519  0.172 0574 0.000 0.000 0.000 0.000 10.000
Panel C: Other variables
State control (0/1) 9519  0.032 0.176 0.000 0.000 0.000 0.000 1.000
Board independence 9519 0366 0.043 0333 0.125 0333 0400 0444
Power balance 9519 5446 7530 2360 0.398 1.174 6.017 37.377
Duality (0/1) 9519 0214 0410 0.000 0.000 0.000 0.000 1.000
Managerial ownership 9519  0.083 0.163 0.000 0.000 0.000 0.045 0519
Institutional ownership 9519 0.245 0.229 0.192 0.000 0.009 0456 0618
Firm age 9519 14626 529 15.000 1.000 11.000  19.000  34.000
Size 9519 21721 1.093 21.661 18.724 20976 22468  23.602
ROA 9519  0.041 0.065 0.041 —-0.389 0.015 0.075 0.135
Leverage 9519 0424 0222 0421 0.028 0.246 0.600 0.830

foreign experience though the number of returnee managers can be as high as 10. The
means of Returnee work (0/1) and Returnee study (0/1) are 0.050 and 0.106, demon-
strating that 5.0% of firms have returnee managers with foreign work experience while
10.6% of returnee managers have foreign study experience. The mean value of Returnee
developed (0/1) is 0.122, demonstrating that nearly 99.2% (0.122/0.123) of returnee
managers gained their overseas experience in developed economies.

Table 1 Panel C provides summary statistics of control variables. On average, firms in
our sample have a State control (0/1) of 0.032, Board independence of 0.366, Power ba-
lance of 5.446, Duality (0/1) of 0.214. Managerial ownership of 0.083 and Institutional
ownership of 0.245, Firm age of 14.626, Size of 21.721, ROA of 0.041, and Leverage of

0.424. These firm characteristics are similar to those reported in previous studies.

Correlation analysis

Table 2 presents Pearson and Spearman correlation coefficients between variables.
CSR_Score is significantly and positively correlated with Returnee (0/1), which is con-
sistent with our hypothesis that Returnee managers have a positive effect on CSR. The
results also show that all the correlations between independent variables are relatively
low. To further test the potential of multicollinearity, we compute the variance inflation
factor (VIF) for dependent variables. The maximum value is 1.640, well below the rule
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of thumb cutoff of 10 for regression models (Kennedy 1988). Therefore, we think that

multicollinearity may not be a significant issue in our study.

Multivariate results

The multivariate results are included in Table 3. These models are derived from
two measures of CSR. The test variables Returnee (0/1), and Returnee number are
both significant at the 1% level, indicating a positive and significant effect of the

returnee managers on CSR performance.

Table 3 Regressions of Managerial Foreign Experience and CSR

Y = CSR_Score ;¢ Y = CSR_Rate ;;
M @ ©)] 4)
Returnee (0/1) ;; 1990 00917
(243) (2.77)
Returnee number ;; 1443 0.064""
2.97) (3.14)
State control (0/1) ;; -2.320" —2306" —0.090" —0.089°
(-=1.75) (—1.74) (—-1.85) (—1.84)
Board Independence ;, 10.805" 11.009" 0371 0381
(1.86) (1.90) (1.63) (1.67)
Power balance ;; —0.068" ~0.068" -0.003" -0.003"
(=1.81) (—=1.80) (=247) (=248)
Duality (0/1) —0.700 —-0.695 -0.025 -0.025
(=1.23) (=122 (—=1.14) (=1.14)
Managerial ownership ;, 1.350 1447 —0.035 —0.031
(0.78) (0.83) (-0.52) (-0.46)
Institutional ownership ;, 12546 125977 0452 0454
8.71) (8.76) (7.99) (8.05)
Firm age ; 0.060 0.056 0.002 0.002
(1.02) (0.96) (0.98) (091)
Size i 6373 6322 0206 0204
(23.24) (22.93) (19.47) (19.17)
ROA ;; 76648 76680 1585 1586
(19.43) (1943) (11.23) (11.25)
Leverage ;; —5067"" -5038"" —-0.093" —-0092"
(—4.02) (—4.00) (—-2.04) (=201)
Intercept -123909"" —122841" —2622"" —2575""
(=19.06) (—18.84) (=10.34) (=10.13)
Year Yes Yes Yes Yes
Industry Yes Yes Yes Yes
Observations 9519 9519 9519 9519
Adjusted R-squared 0.34 034 0.23 0.23
Note: (1) ™, ™, " indicates significance levels at 0.01, 0.05, and 0.10, respectively, using two tailed tests. (2) We report in

parentheses t-statistics based on standard errors that are clustered within firm, and are robust to heteroscedasticity. (3)
All the continuous variables are winsorized at 1 and 99%. (4) See Appendix A for variable definitions

Page 10 of 26
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The coefficients of the control variables are generally consistent with prior literature (e.g.,
Khan et al. 2013). For corporate governance variables, CSR_Score (CSR_Rate) is negatively
and significantly related to State control (0/1), demonstrating that state-owned entities have
a relative lower CSR performance than non state-owned entities. Board independence is
positively significant, which shows that independent directors play a positive role in CSR
performance. The coefficient of Power balance is significantly negative, showing that the
willingness to practice CSR is lower when ownership concentration is higher. Iustitutional
ownership has a positive effect on CSR, suggesting that institutional investors have longer in-
vestment horizons and pay much more attention to firms’ sustainability. Size and ROA are
both positively significant at the 1% level, which is consistent with the notion that larger and
profitable companies are more capable of fulfilling social responsibilities. Leverage is
negatively correlated with CSR, indicating that debt pressure can weaken companies’ CSR
performance.

Robustness checks

We conduct a series of additional tests to ensure the robustness of our results, including
propensity score matching, Heckman two-stage sample selection method, alternative
measure of CSR, and alternative definition of returnee managers.

Propensity score matching

The hypothesis to be tested is that CSR is a function of managerial foreign experience.
However, the results will be difficult to interpret when there is an endogeneity problem.
For example, it might be possible that firms with better CSR performance are more at-
tractive to returnee managers. We address the endogeneity problem by adopting pro-
pensity score matching (PSM). The primary advantage of using the PSM method is that
we can compare firms with returnee managers to a control sample of observations with
similar observable dimensions but without returnee managers. In this way, we can
clearly attribute any observed effects to the hiring of returnee managers itself.

We identify treatment and control firms based on whether the firm hires returnee man-
agers or not. To make our control firms comparable to the treatment firms, we establish a
propensity-score-matched benchmark sample that has the same characteristics as the
treatment sample. We construct this benchmark sample by matching each treatment firm
to one control firm using the PSM approach. Specifically, we first estimate a Probit model
to estimate the propensity of hiring returnee managers. Model (2) represents the specifi-
cation of the Probit model. In agreement with previous literature (e.g., Giannetti et al.
2015), we add the following determinants of hiring returnee managers: State control (0/1)
(a dummy variable which equals 1 if the firm is a state-owned entity and 0 otherwise),
Top1 (the proportion of ownership by the largest shareholder), Board size (the number of
directors in a board), Managerial ownership (the percentage of common stock owned by
managers at each accounting year), Institutional ownership (the percentage of common
stock owned by institutional investors at each accounting year), Firm age (the difference
of fiscal year ¢ minus the year the firm was established), Size (the natural logarithm of the
book value of total assets), Leverage (the book value of total debts divided by the book
value of total assets), ROA (net income divided by total assets), Growth (the increased
percentage of sales growth in year ¢), industry, and year.
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Returnee (0/1),, = B, + p,State control (0/1),, + B,Topl;,
+ ByBoard size;;
+ B, Managerial ownership
+ Bslnstitutional ownership
+ BFirm age, , + fB,Size; + BgLeverage, ,
+ ByROA;,
+ B1gGrowth; s + By Meangeturnee,, + Industry + Year
+ &,

2)
where S, represents intercept, 5; represents regression coefficients, ¢, is an error term.
The dependent variable Returnee (0/1) is a dummy variable which equals 1 if the firm
has at least one returnee manager with foreign experience, otherwise 0. We compare
firms with returnee managers (treatment group) to a sample of control firms without
returnee managers (control group) matched with the propensity to hire returnee man-
agers. For each firm in the treatment group, we select one firm in the control group
with the closest propensity score, and both these firms constitute the propensity-score
matched control sample. PSM should limit the maximum distance between propensity
scores with 3.0% so that not all firms can be matched successfully (Lawrence et al.
2011). Finally, there are 1124 pairs of observations successfully matched. We merged
them with the full sample and get 2248 observations as our PSM sample. To further
ensure the efficacy of our propensity matching, we conduct a covariate balance analysis
(pstest) on the mean difference in the covariates used in the Probit model between the
treatment group and control group and present the results in Table 4. The results show
that the differences between the treatment group and control group are small across all
variables. Thus, our propensity score matching is highly successful.

We re-estimate model (1) using the matched sample and the results are reported in
Table 5. The results show that Returnee (0/1), Returnee number are both positively
associated with CSR measures, suggesting that returnee managers promote CSR per-
formance after controlling for potential endogeneity.

Table 4 Results of Covariate Balance Checks

Means t-test

Test sample Control sample
State control 0.021 0.022 -0.14
TopT ;¢ 0358 0359 —-0.15
Board size ;; 9.013 9.023 -0.13
Managerial ownership ;; 0367 0.365 1.01
Institutional ownership 0.063 0.059 0.68
Board independence 0.258 0.250 0.72
Firm age ;: 14.666 14.803 -0.63
Size ¢ 21.962 21.888 1.58
Leverage 0.161 0.156 0.84
ROA i 0.044 0.047 -0.99
Growth -0411 —0.356 -040

Notes. (1) This table shows the covariate balance checks (pstest) on the main differences between test sample (firms
having returnee managers) and control sample (firms without returnee managers) using PSM approach. (2) All the
variables are one-year lagged and the definition of variables are presented in Appendix A
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Table 5 Regression Results of Propensity Score Matching

Y = CSR_Score Y = CSR_Rate ;;
m @ ) 5)
Returnee (0/1) ;; 1274 0.054"
(1.56) (1.66)
Returnee number 0862 0035
(253) (248)
State control (0/1) 1.116 -0329 0.014 0.000
(0.39) (=0.14) 0.12) (0.00)
Board Independence 3.047 12.268 0.131 0.526
(0.31) (1.52) (0.33) (1.59)
Power balance ;; —0.052 —0.005 —0.002 —0.001
(-091) (=0.11) (-097) (-0.59)
Duality (0/1) ;; -0.042 —1.600* -0.012 -0.056
(=0.04) (=1.79) (-0.27) (=1.53)
Managerial ownership ;; 1424 -0431 —0.050 —0.088
(0.39) (-0.15) (-0.33) (-0.74)
Institutional ownership ;, 10648 14763 0354 0547
(4.87) (742) (4.03) (6.70)
Firm age ;; -0.002 0.041 0.000 0.002
(-0.02) (0.55) (0.08) (0.50)
Size ;, 6.833" 6825 0243 0240
(16.05) (19.04) (14.20) (1632)
ROA ;; 66604 84315 1684 1786
(8.67) (14.04) (545) (7.25)
Leverage 72417 -59117" -0242" -0.165"
(=3.03) (-3.05) (=252 (-2.08)
Intercept —121646" —134466 -2983"" -3412""
(=12.72) (=16.34) (=7.75) (=10.11)
Year Yes Yes Yes Yes
Industry Yes Yes Yes Yes
Observations 2248 2248 2248 2248
Adjusted R-squared 032 038 0.25 0.28
Notes. (1) ™, ™, " indicates significance levels at 0.01, 0.05, and 0.10, respectively, using two tailed tests. (2) We report in

parentheses t-statistics based on standard errors that are clustered within firm, and are robust to heteroscedasticity. (3)
All the continuous variables are winsorized at 1 and 99%. (4) See Appendix A for variable definitions

Heckman two-stage sample selection method

A firm’s decision to engage in CSR may not be random. We adopt the Heckman two-
stage sample selection method as a robustness check to control the potential self-
selection bias (Heckman 1979). In the first step, we estimate a probit model with a
binary returnee managers dummy (Returnee (0/1), which equals 1 if a firm has at least
one returnee manager, 0 otherwise) as the dependent variable. Heckman’s estimator
needs an exogenous variable that is correlated with a firm’s probability of employing
returnee managers, but not correlated with CSR. We use Mean_Returnee (the mean
percentage of hiring returnee managers by other firms in the same industry and year).
The specification of the Probit model is the same as model (2) except for adding

Page 13 of 26
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Mean_returnee. The untabulated first-stage regression shows that Mean_returnee is
positively associated with Returnee (0/1). Inverse Mills Ratio (IMR) is generated in
the first stage and included in the second-step model to control for potential self-
selection bias.

Table 6 reports the second-stage regression results of the Heckman model. We can
see that when IMR is included, Returnee (0/1) and Returnee number are still positively
correlated with CSR, demonstrating that returnee managers enhance firms’ willingness
to engage in CSR.

Table 6 Regression Results of Heckman Two-stage Sample Selection Method

Y = CSR_Score Y = CSR_Rate ;;
) 0] €) @)
Returnee (0/1) ;, 1709 0078"
(2.10) (239
Returnee number ;, 1318 0058
71) (2.84)
State control (0/1) —1.900 -1.888 -0.070 —0.070
(-143) (-142) (~1.46) (~1.44)
Board Independence ,; 10.102° 10.288" 0339 0348
(1.74) (1.77) (148) (152)
Power balance ;, -0.046 —-0.046 —-0.002" -0.002"
(=121) (-1.21) (=1.75) (-175)
Duality (0/1) ;¢ —0.609 ~0.606 -0.021 —0.021
(-1.07) (=1.06) (~0.96) (-0.95)
Managerial ownership ;; 2983 3.062" 0.040 0043
(1.70) (1.74) (0.59) (0.64)
Institutional ownership 12859 12902 0466 0468~
(8.95) (9.00) (8.26) (832
Firm age i, 0.083 0.080 0.003 0.003
(142) (1.36) (1.44) (1398)
Size ;; 5998 5952"" 0189 0187
(21.70) (2141) (17.62) (17.36)
ROA ;, 75635 75679 15397 15407
(19.15) (19.16) (10.87) (10.89)
Leverage ,; 4934 —4.905"" -0.087" ~0.086"
(-3.92) (-3.90) (=1.91) (-1.898)
Inverse Mills Ratio 9872 9742 0451 0447
4.51) (4.37) (4.95) 4281
Intercept -117.146"" -116201"" -2312" —2270""
(=18.03) (—=17.80) (-=9.08) (—8.89)
Year Yes Yes Yes Yes
Industry Yes Yes Yes Yes
Observations 9519 9519 9519 9519
Adjusted R-squared 0.34 034 0.23 0.23

Notes. (1) ™, ™, " indicates significance levels at 0.01, 0.05, and 0.10, respectively, using two tailed tests. (2) We report in
parentheses t-statistics based on standard errors that are clustered within firm, and are robust to heteroscedasticity. (3)
All the continuous variables are winsorized at 1 and 99%. (4) See Appendix A for variable definitions
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Alternative measures of CSR

In order to ensure that our results are not driven by the way we measure CSR, we use
alternative ways to construct the CSR measure. Following Quan et al. (2015), we use
the dataset of CSR Reports & Ratings Searching Centre for listed companies released
by RKS. We construct two variables RKS_Score and RKS_Rate, as proxies for CSR. The
higher RKS_ Score and RKS_Rate represent better CSR performance. Table 7 reports
the regression results using alternative measure of CSR performance. All of these
measures yield similar results.

Alternative definition of returnee managers
The measure of returnee managers is also important in our research. In order to ensure
the authenticity and validity of managerial foreign experience, we exclude managers
with only Hong Kong, Macau, and Taiwan experience since these places have very
similar geographical and cultural values as Chinese mainland. The untabulated results
suggest that managerial foreign experience still has a significantly effect on CSR.”

To summarize, we conclude that returnee managers have a positive effect on CSR
after a series of robustness checks.

Further analyses

Managerial foreign study experience and Work experience

Returnee managers’ foreign experience can be divided into foreign study expe-
rience and foreign work experience. Compared with managers with only foreign
work experience, managers with foreign study experience have obtained more in
depth and extended CSR education in foreign countries, and have a better sense
of CSR. They are more capable of implementing advanced CSR concepts and cor-
porate values at their firms. Thus, we predict that managers with foreign study
experience have a greater influence on CSR than managers with foreign work ex-
perience. We test the foreign study experience and work experience by examining
the following model:

CSRiy = B, + By Returnee work (0/1);, + B,Returnee study(0/1),,

+ BsControlsi; + Industry + Year + &, (3)

where f5, is the intercept, j; represents regression coefficients, € is an error term.
Returnee work (0/1) is a dummy variable which equals 1 if firm i has at least one
returnee manager with foreign work experience, otherwise it equals 0. Returnee
study is a dummy variable which equals 1 if firm i has at least one manager with
foreign work experience, otherwise it equals 0. If the effect of returnee managers
on CSR is more pronounced when they have a foreign study background compared
to managerial foreign work experience, the coefficients of f; and f35 should both
be positive and S, is larger than f3;.

Table 8 reports the regression results. Returnee work (0/1) in columns (1) and (3)
is positive but insignificant, while those of Returnee study (0/1) in columns (2) and
(4) are positively significant at the 5% (1%) level, demonstrating that the effect of
managerial foreign study experience on CSR is more pronounced than managerial

foreign work experience.
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Table 7 CSR Measured by RKS Index

RKS_Score RKS_Level ;;
m @ ©) )
Returnee (0/1) 3182 0.794™"
(2.63) 279
Returnee number 19137 0475
(241) (252)
State control (0/1) -1.724 =171 -0.271 -0.268
(-0.95) (-0.92) (-0.59) (=0.57)
Board Independence —4.232 —-3.830 —-1.384 —-1.285
(=047) (-0.43) (-0.66) (-0.61)
Power balance ;. —0.040 -0.038 —0.006 —0.005
(-067) (—0.65) (-041) (-0.38)
Duality (0/1) ;; -0.762 -0.757 -0.137 -0.136
(—0.93) (-0.94) (=0.70) (-0.70)
Managerial ownership ;, 1.100 1444 0.685 0.772
(0.35) (0.45) (0.90) (1.00)
Institutional ownership 1463 1.721 0.447 0510
0.69) 0.81) (0.89) (1.01)
Firm age ; -0270" -0.269" -0.056" -0.056"
(-2.39) (-=237) (—2.06) (-2.04)
Size ;, 3928 3837 0956 0934
(7.99) (7.99) (8.17) 821)
ROA ;¢ 7.008 7496 1.742 1.868
(1.16) (1.22) (1.18) (1.25)
Leverage -0.937 -1.042 -0.233 -0.259
(-039) (—0.43) (-0.40) (—0.45)
Intercept —432717 —41373" —12.944" 12487
(=3.90) (=3.81) (—4.89) (—4.84)
Year Yes Yes Yes Yes
Industry Yes Yes Yes Yes
Observations 2414 2414 2391 2391
Adjusted R-squared 0.21 022 0.21 0.22
Notes. (1) ™, ™, " indicates significance levels at 0.01, 0.05, and 0.10, respectively, using two tailed tests. (2) We report in

parentheses t-statistics based on standard errors that are clustered within firm, and are robust to heteroscedasticity. (3)
All the continuous variables are winsorized at 1 and 99%. (4) See Appendix A for variable definitions

Managers with experience from developed economies

Different country origins may affect the relationship between managerial foreign
experience and CSR performance. Managers who have obtained experience in
developed economies may bring the advanced value of CSR and promote CSR per-
formance in emerging economies such as China. However, this logic may not hold
when managers obtained their foreign experience in an emerging economy. From
the descriptive statistics in Section 4.2, we can see that nearly 99.2% of returnee
managers obtained their experience in developed economies. This is consistent
with the phenomena in China whereby young people are eager to go to advanced

economies to pursue better education and working opportunities. To further
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Table 8 Managerial Foreign Work Experience and Foreign Study Experience

Y = CSR_Score Y = CSR_Rate ;;
m ®) €) )
Returnee work (0/1) ;; 1400 0.068
(1.09) (1.30)
Returnee study(0/1) ;; 2.199" 0097
247) (2.72)
State control (0/1) ; 2372 -2332" —-0092" —0.090"
(=179 (=1.76) (-1.90) (-1.86)
Board Independence ;, 11.141° 10711 0387 0368
(1.92) (1.85) (1.70) (1.61)
Power balance ;, 0071 —0.068" —0.004" —0.003"
(-1.87) (~1.80) (~2.54) (-247)
Duality (/1) ; —0.712 ~0.694 ~0.026 —0.025
(-1.25) (-1.21) (-1.17) (-1.13)
Managerial ownership ;; 1272 1372 -0.038 -0.034
0.73) 0.79) (~0.57) (-0.51)
Institutional ownership ;, 12556 12536 0452 04517
@®71) (869) (8.00) (7.98)
Firm age i, 0.058 0.060 0.002 0.002
(1.00) (1.03) (0.95) (0.98)
Size ;, 6418"" 6365 0208 0206
(23.46) (23.18) (19.66) (1941)
ROA ; 76623 76585 1584 1582
(19.37) (19.38) (11.19) (11.19)
Leverage -5.104"" -5.100"" -0.095" -0.095"
(~4.04) (=4.05) (-2.06) (=2.07)
Intercept —~124760"" —-123675 —2659"" -2613"
(-19.23) (-19.02) (-10.49) (-10.30)
Year Yes Yes Yes Yes
Industry Yes Yes Yes Yes
Observations 9519 9519 9519 9519
Adjusted R-squared 033 034 0.23 0.23
Notes. (1) ™, ™, " indicates significance levels at 0.01, 0.05, and 0.10, respectively, using two tailed tests. (2) We report in

parentheses t-statistics based on standard errors that are clustered within firm, and are robust to heteroscedasticity. (3)
All the continuous variables are winsorized at 1 and 99%. (4) See Appendix A for variable definitions

illustrate the country effect on CSR performance, we employ model (4) to test
whether returnee managers from advance economies have a stronger effect on CSR

performance.

CSR;+ = By + B, Returnee developed, , + B, Controls; + Industry + Year + €, (4)

where f5, is the intercept, f; represents regression coefficients, € is an error term.
The variables of interest are: (1) Returnee developed (0/1), a dummy variable equals
1 if firm i has at least one manager who obtained his overseas experience from at
least one developed economy in year ¢ and O otherwise; and, (2) Returnee number,
number of managers who obtained experience from advanced economies. If
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returnee managers from developed economies have a stronger effect on CSR per-
formance, the coefficients of 3; should be positive, and the magnitudes should be
larger than those in model (1).

Table 9 presents the regression results. Returnee developed (0/1) and Returnee num-
ber are both positively significant and the magnitudes of coefficients and significances
are larger than those in Table 3. The result further implies that only when managers
had experience in developed economies can they bring advanced CSR values and pro-
mote CSR performance in China.

Information asymmetry, returnee managers and CSR

Asymmetric information theory suggests that one party has more or better infor-
mation than the other during economic transactions. People in a position of in-
formation superiority can benefit from the market by communicating reliable
information to the party with an information disadvantage. CSR is a wise choice
that is both self-serving and altruistic (Walsh and Beatty 2007). CSR itself is not
a resource, but can convey positive signals to stakeholders, establish a good cor-
porate image, and gain trust from stakeholders (Chahal and Sharma 2006; Peloza
2006; Fernandez-Feijoo et al. 2014). Previous studies demonstrate that developing
a corporate reputation for being socially responsible is part of a strategic plan in
managing stakeholder relationships (Roberts 2004). Corporate social disclosure
can reduce information asymmetries between firms and their stakeholders, im-
prove the accuracy of analysts’ prediction (Dhaliwal et al., 2012), reduce the cost
of capital (Dhaliwal et al., 2011; Ghoul et al. 2011; Goss and Roberts 2011;
Oikonomou et al. 2014), and leave the firm better placed for future investment
advantages. As well, managers can use CSR to achieve their social, political and
career goals (Friedman 1970).

Returnee managers are regarded as high-level talents since they have a global vision
and good communication skills, and they are still scarce in the Chinese human re-
sources market at this stage. These talents are much in demand of enterprises hoping
to achieve and sustain competitive advantages in the international market. These
individuals have devoted considerable funds, time and effort to support their study and
work experience. Their society, as well as the individuals themselves, have high expec-
tations and stringent requirements. Therefore, due to the social reputation mechanism
and the consideration of personal career development, returnee managers are more
willing to cultivate trust and support from stakeholders through better CSR perform-
ance. Thus, from the perspective of information asymmetry, we predict that the impact
of managerial foreign experience is more pronounced when companies face greater
information asymmetry.

Following Quan et al. (2015) and Wang et al. (2015), we use earnings management to
measure the degree of information asymmetry of listed companies. We adopt the modi-
fied Jones model (Dechow et al. 1995) to calculate earnings management. First using
the following model in the estimation period to estimate the firm-specific parameters

aj, as and ag:

1 AREV ,—AREC PPE
TAt:a1—+a2( ‘ £)+0[3 L
A i A

+ Year + Industry + ¢, (5)
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Table 9 Managers Obtained Experience from Developed Countries

Y = CSR_Score i Y = CSR_Rate i,
m ®) ©) )
Returnee developed (0/1) ; 2066 0097
(2.50) (2.95)
Returnee number developed ;; 1584 0072
(3.20) (349
State control (0/1) ; -2317" —-2.294" —0.089" -0.088"
(-1.75) (=1.73) (-1.85) (-1.83)
Board Independence ;, 10.840" 10.994° 0373 0.380°
(1.87) (1.90) (163) (1.67)
Power balance ;; —0.067" —0.067" —0.003" -0003"
(-1.78) (=1.77) (—2.44) (-243)
Duality (0/1) ; -0.702 ~0.700 —0.025 ~0.025
(-1.23) (-1.22) (-1.15) (-1.14)
Managerial ownership ;, 1.390 1.523 -0.033 -0.027
(0.80) (0.89) (~0.49) (~0.40)
Institutional ownership ;, 12569 126227 0453 0455
872) 8798 (8.01) (8.08)
Firm age ;, 0.059 0.057 0.002 0.002
(1.01) 0.97) (097) 0.91)
Size ;, 6364 6.308"" 0206"" 0203
(23.18) (22.86) (19.40) (19.09)
ROA ; 76618 76658 1584 1585
(1943) (19.43) (11.23) (11.25)
Leverage -5075 " 5047 -0.094" -0.092"
(~4.03) (=4.01) (=2.04) (=2.02)
Intercept —123730" —-122563" -2611" -2560"
(-19.02) (-18.78) (-10.30) (-10.07)
Year Yes Yes Yes Yes
Industry Yes Yes Yes Yes
Observations 9519 9519 9519 9519
Adjusted R-squared 034 034 0.23 0.23
Notes. (1) ™, ™, " indicates significance levels at 0.01, 0.05, and 0.10, respectively, using two tailed tests. (2) We report in

parentheses t-statistics based on standard errors that are clustered within firm, and are robust to heteroscedasticity. (3)
All the continuous variables are winsorized at 1 and 99%. (4) See Appendix A for variable definitions

whereTA , = total accruals scaled by total assets in year ¢-1, calculated by operating in-
come in year ¢ minus net operating cash flow in year ¢.

AREV, = the change of revenue from year ¢-1 to year ¢.

AREC, = the change of accounts receivable from year ¢-1 to year t.

PPE, = property, plant and equipment in year t.

A, = total assets in year ¢.

a;, ay, az = firm-specific parameters.

Then we use the firm-specific parameters to estimate the nondiscretionary accruals

in the event year:



Wen and Song Frontiers of Business Research in China (2017) 11:12 Page 20 of 26

1 AREV ,—AREC PPE
NDAt:al——f—az( d t)+0{3 t,
At—l A At—l

(6)

where NDA, is the nondiscretionary accruals scaled by total assets.

Discretionary accruals (DA) is the difference between total accruals and nondiscre-
tionary accruals. The larger DA represents more earnings management, and thus larger
information asymmetry.

To test the association between managerial foreign experience and CSR in dif-
ferent degrees of information asymmetries, we divided our sample into two
groups. One group represents higher information asymmetry (Column (1)-(2) in
Table 10) and the other group lower information asymmetry (Column (3)-(4) in
Table 10). We run the regression model (1) again and the results are presented
in Table 10. It shows that returnee managers have a more significant impact on
CSR when firms face greater information asymmetry, demonstrating that returnee
managers are eager to use CSR to transmit positive signals to stakeholders
Table 10 .

There might be an alternative explanation as to why returnee managers would like to
invest in CSR. If CSR is merely a waste of shareholders’ money used for building a
manager’s own reputation, returnee managers would have a greater propensity to in-
crease CSR performance especially when information asymmetry is higher. To examine
this explanation, we further test whether CSR could reduce information asymmetry by
testing whether CSR improves firm value.

Tobin's Qir = By + B1CSRi + ByReturnee(0/1), , + B3 Controls;  + Industry
+ Year + ¢. (7)

We employ model (7) to test the impact of CSR on firm value. Follow Harjoto and Jo
(2011), we use Tobin’s Q to proxy for firm value. Tobin’s QI equals to the sum of book
value and total liabilities divided by total assets, and Tobin’s Q2 equals to the sum of
book value, short-term debt, long-term debt, and bonds payable, divided by total assets.
The main dependent variable is CSR. If 5 is positively significant, that suggests that
CSR investment has a positive impact on firm value.

Table 11 reports the regression results. We find that the coefficients on CSR_Score
and CSR_Level are all positive and significant at 1% level, indicating that CSR can help
managers to reduce information asymmetry and improve firm value.

Conclusion

Corporate social responsibility has attracted worldwide attention since the 1990s.
The determinants of managerial background on CSR performance have not been
fully explored. Our study investigates the impact of returnee managers on CSR
using hand collected managerial foreign background information data for the
period 2010-2014. Our empirical evidence shows that returnee managers have a
positive effect on CSR, and that this effect only holds when managers obtained
experience in advanced economies. Our results are robust after using the propen-
sity score matching procedure, Heckman two-stage sample selection method,
alternative measure of CSR, and alternative definition of returnee managers.
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Table 10 Information Asymmetry, Returnee Managers and CSR

Y = CSR_Score i1 DA > Median DA < Median
Q) ®) € @
Returnee (0/1) 2350 1660
(2.16) (1.70)
Returnee number ;; 1937 0.923
(3.38) (148)
State control (0/1) ; 1419 —1.400 —3406" -3400"
(=0.71) (=0.70) (-241) (—241)
Board independence ;; 10.220 10.888 10.810 10.809
(1.29) (138) (157) (1.58)
Power balance ; 0082 -0.083" —0.057 —0.057
(=1.70) (-1.73) (=1.20) (=1.20)
Duality (0/1) -1475 1477 -0.003 ~0.001
(-1.94) (~1.95) (~0.00) (~0.00)
Managerial ownership ;, 0.045 0.293 2370 2.330
(0.02) (0.13) (1.23) (1.21)
Institutional ownership ;, 10197 10300 15135 15170™"
(5.54) (562) 819 (8.22)
Firm age ;, 0070 0.068 0.041 0038
(0.89) 0.87) (063) (057)
Size ;, 7106 7018 5803 5783
(18.77) (1844) (18.25) (18.10)
ROA ;; 81.707"" 81651 73754 73796
(12.97) (12.91) (16.56) (16.57)
Leverage ;; 8577 —-8494"" —-2663 2670
(~4.70) (=4.65) (-181) (-1.81)
Intercept —138456"" —-136.844"" -1120117" —-111470"
(~1543) (-15.18) (-1463) (~14.55)
Year Yes Yes Yes Yes
Industry Yes Yes Yes Yes
Observations 4631 4631 4888 4888
Adjusted R-squared 032 032 036 0.36
Notes. (1) ™, ™, " indicates significance levels at 0.01, 0.05, and 0.10, respectively, using two tailed tests. (2) We report in

parentheses t-statistics based on standard errors that are clustered within firm, and are robust to heteroscedasticity. (3)
All the continuous variables are winsorized at 1 and 99%. (4) See Appendix A for variable definitions. (5) We can get
similar results when we use CSR_Rate to proxy for CSR, the results are available upon requests

Further tests show that compared with managerial foreign work experience, man-
agerial foreign study experience has a greater impact on CSR. In addition, when
firms face greater information asymmetry, returnee managers are more willing to
use CSR performance to send signals to stakeholders. CSR can help managers
reduce information asymmetry and improve firm value.

Our paper makes several contributions. A recent strand of managerial charac-
teristic literature focuses on the role of managerial foreign experience. Giannetti
et al. (2015) demonstrate that returnee managers increase firm performance. Our findings
on the positive relations between returnee managers and CSR performance fit into
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Table 11 CSR and Firm Value

Y = Tobin’s Q1 ; Y = Tobin’s Q2 ;;
m ®) €) )
CSR_Score i 0007 0.006""
(6.87) (6.55)
CSR_Level ;; 0179™" 0.170™"
(7.36) (7.07)
Returnee (0/1) ;, 0237 0233 0233 02307
(4.44) (4.38) 4.37) 431)
State control (0/1) 0016 0.016 0.026 0.026
0.17) 0.18) 0.27) 0.28)
Board Independence 13207 13237 1355 13577
(341) (343) (3.54) (3.56)
Power balance ;, -0.005" -0.005" —-0.005" -0.005"
(-2.53) (~2.45) (~2.54) (~2.46)
Duality (0/1) ;; ~0.004 ~0.004 ~0.003 ~0.004
(~0.09) (=0.10) (~0.08) (~0.09)
Managerial ownership ; -0279" -0265" -0253" —0.240"
(-2.09) (~1.99) (-191) (-1.82)
Institutional ownership 0390 0390 0390 0390
(4.58) (459 4.59) (4.60)
Firm age 0.007" 0.007" 0.007" 0.007"
(1.68) (1.68) (1.78) (1.77)
Size ;, 0795 0791 -0776™ -0773"
(-35.23) (~35.96) (~33.98) (~3467)
ROA ;, 32047 3424 30547 3264
(8.86) (963) (847) (9.22)
Leverage ;; —0.140 -0.155 -0678" —0692""
(-147) (-1.64) (-6.98) (=7.17)
Intercept 19364 19034 18920 186117
(3842) (39.11) (37.35) (38.03)
Year Yes Yes Yes Yes
Industry Yes Yes Yes Yes
Observations 9428 9428 9295 9295
Adjusted R-squared 049 049 0.52 0.52
Notes. (1) ™, ™, " indicates significance levels at 0.01, 0.05, and 0.10, respectively, using two tailed tests. (2) We report in

parentheses t-statistics based on standard errors that are clustered within firm, and are robust to heteroscedasticity. (3)
All the continuous variables are winsorized at 1 and 99%. (4) See Appendix A for variable definitions

the extant literature on the role of returnee talents. We further test the difference
between managerial foreign studying experience and working experience on CSR,
which enriches the literature. In addition, we extend the research on upper eche-
lons and the determinants of CSR. Previous CSR literature pays much attention
to the institutional and organizational level, and they merely link individual
executive traits with CSR performance. This is one of the few studies to examine
the role of returnee managers on CSR performance. This study also has important

Page 22 of 26



Wen and Song Frontiers of Business Research in China (2017) 11:12 Page 23 of 26

implications for the government. Starting from the 1990s, the Chinese Central
Government and provinces promulgated a series of policies to attract talents with
foreign study or work experience. Our study provides empirical evidence that
returnee managers promote corporate social responsibility performance. Returnees
serve as messengers to transmit better management and corporate practices to
enterprises in emerging markets. In this regard, we believe that this study adds
interesting and important information to the implementation effect of these
policies.

Endnotes

'Hexun.com, founded in 1996, is the first vertical financial portal website in China
and quickly excelled in the market of financial and securities information services.
Since 2010, Hexun.com has released its CSR evaluation annually.

*According to our hand-collected managerial foreign experience data, the most at-
tractive countries for Chinese talents are the United States, the United Kingdom, Japan,
Canada, and Australia. Most are developed countries with advanced education systems
and economic performance.

3Since the 1990s, provincial governments in China began to adopt policies to attract
talents with foreign experience back to China, hoping to foster entrepreneurial activity
and support the economy. Henan and Anhui provinces were the first to adopt a talent
policy and other provinces followed suit from 2000. In December 2008, the Central
Government issued a policy titled “High-level Overseas Talent Introduction Plan”
(shortened as the “Thousand Talents Plan”), that aims to promote the development of
strategic emerging industries and accelerate the transformation of economic
development.

“Data can be downloaded from http://stockdata.stock.hexun.com/zrbg/

®The first CSR report in China was disclosed in 1999. In 2006, the Shenzhen
Stock exchange promulgated “Guidelines on Corporate Social Responsibility of
Shenzhen Stock Exchange Listed Companies,” after whi