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The Environmental, social, and governance (ESG) disclosure is an important aspect of firms’ strategies. Therefore, exploring how to facilitate the firms’ ESG disclosure is necessary. This paper examines the role of multiple large shareholders (MLS, hereafter) in facilitating a firm’s ESG disclosure. Using a sample of Chinese listed firms during 2011–2020, we compare the ESG disclosure of firms having MLS with that of firms having a single large shareholder (SLS, hereafter) and find that having MLS associated with significantly higher ESG disclosure. After addressing endogeneity and altering the measurement of MLS, the benchmark results still hold after. Additional analysis shows that MLS exerts a more prominent positive effect on ESG disclosure in SOEs. We also examine the role of the other large shareholders in facilitating firms’ ESG disclosure. Our findings reveal a bright side of MLS: it facilitates ESG disclosure by monitoring. Therefore, this paper’s conclusion sheds new light on the bright side of MLS from the perspective of firms’ ESG disclosure and provides insights into how to improve ESG disclosure.
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1 INTRODUCTION
Since the United Nations integrated environmental, social, and governance (ESG) in the Principles for Responsible Investment (PRI) in 2006, the ESG (Environment, Social, and Government) has drawn a lot of scholars’ attention and become a hot topic in academia and practice (Siew et al., 2016; Li et al., 2020; Zhang et al., 2020; Li et al., 2021; Kolsi et al., 2022; Lu et al., 2022; Yoo and Managi, 2022). A growing strand of literature has examined the influence factors of ESG disclosure, such as corporate virtue (Christensen et al., 2022), board gender diversity (Manita et al., 2018), external natural disasters (Huang et al., 2022), and board structure (Husted and de Sousa-Filho, 2019). However, multiple large shareholders (MLS, hereafter) play a vital role in corporate governance through their intervention or “voice” on manager conducts and firm decision-making (Shleifer and Vishny, 1986; Dou et al., 2018). It is puzzling that there are a few scholars exploring the relationship between MLS and firms’ ESG disclosure.
However, there have two strands that have emphasized the significant effects of MLS on firm behavior and have controversial conclusions. The first strand have investigated benefits of MLS extensively, such as the governance role in firms’ investment decisions (Jiang et al., 2018), improving firm values by monitoring the insiders (Basu et al., 2016), improving financial reporting quality through their exit threat as informed investors (Dou et al., 2018). Boubaker et al. (2016) highlight the important governance role played by MLS in family firms. Boubaker et al. (2017) hold that MLS reduce the controlling owner’s incentive to avoid bank monitoring, leading to greater reliance on bank debt. Boubaker et al. (2021) point that MLS play a governance role that neutralizes the effect of excess control on productive efficiency. The second strand have examined the cost sides of MLS. For instance, Jiang et al. (2020) hold that MLS is positively related to earnings management due to collusion and cost-sharing, which highlights a potential dark side of MLS. Moreover, MLS tend to collude and form an alliance to increase controllable profits when firms’ behaviors are inconsistent with their interests (Zhang and Li, 2022). Therefore, whether MLS can facilitate firms’ ESG disclosure still need to be further examined.
In China, on the one hand, MLS is a common ownership structure among listed firms and more than 30% of Chinese listed firms have at least large major shareholders that hold >10% of the shares (Cai et al., 2016). On the other hand, firms’ ESG disclosure has been vigorously promoted and developed in China. In 2018, the Asset Management Association of China (AMAC) issued “the Green Investment Guidelines (For Trial Implementation)”, which proposed the ESG disclosure framework for listed firms, thus requiring Chinese listed firms to disclose ESG information. The ESG disclosure system has accelerated the green transformation and development speed of Chinese listed firms, improved market transparency, and alleviated the problem of information asymmetry. Due to Chinese listed companies not only represent the driving force in ESG disclosure but also play a leading role in the Chinese ownership reform (Guo and Liang, 2016; Siew et al., 2016; Deng et al., 2022). This paper selected Chinese-listed firms as research samples for this study. Therefore, the context of China that provides an ideal environment for our research.
To further examine the impact of MLS on firms’ ESG disclosure and explore its mechanism, we propose a hypothesis that firms with MLS may play a monitoring role in affecting their ESG disclosure based on the stakeholder theory and agent theory (Freeman, 1999; Esposito De Falco et al., 2021; Bhandari et al., 2022). Then, we collect Chinese listed firms’ ESG disclosure scores during 2011–2020 from Bloomberg and manually identify whether a listed firm has more than one large shareholders or not each year during 2011–2020 based on the CSMAR database. Employing the variation between firms with MLS and firms with a single major shareholder (SLS, hereafter), this paper empirically estimates the impact of MLS on ESG disclosure based on the two-way fixed effect regression model. Baseline regression results show that having MLS increases ESG disclosure. To prove the robustness of the above finding, we also construct a difference-in-difference (DID, hereafter) model and find that our benchmark regression results still hold after considering the potential endogeneity problem. Our benchmark regression results are robust after altering the measurement of the MLS variable. Finally, we also explore mechanisms of firm ownership and the impacts of other large shareholders through additional analysis.
The main contributions of this study can be concluded in two aspects. First, this paper extend the studies on the influencing factors of ESG disclosure. Previous scholars focus on the impacts of ESG disclosure caused by managers’ traits (Velte, 2019), board structure (Husted and de Sousa-Filho, 2019), and external environment shocks (Huang et al., 2022). We add to this strand of literature through solidly demonstrating the positive effects of MLS on ESG disclosure, which serve as a vital feature of corporate governance structure. Second, this paper deepen the understanding of the benefits of MLS, especially on firms’ ESG disclosure, which unravels the bright side of MLS from the perspective of ESG disclosure. Previous studies have extensively emphasized the positive consequence of MLS, including alleviating agency problems (Edmans and Manso, 2011; Hope et al., 2017; Lin et al., 2020), and reducing managers’ misconduct (Dou et al., 2018).
The remainder of this paper is: Section 2 is the theoretical analysis and hypothesis development. Section 3 provides the empirical design, including empirical models, sample selection, and variables. Section 4 provides baseline regression results and discussion. Section 5 conducts a series of robustness checks. Section 6 provides additional analysis. Section 7 provides conclusions and discussion.
2 THEORETICAL ANALYSIS AND HYPOTHESIS DEVELOPMENT
Information asymmetry theory and stakeholder theory are the main theories employed in analyzing firms’ ESG disclosure behavior (Mervelskemper and Streit, 2017; Billio et al., 2021). According to the information asymmetry theory, the firms’ insiders generally hold more information than the external investors, which causes serious stock market information friction (Huang, 2021). ESG information disclosure can solve the information asymmetry problem between firms and investors so that investors can have a clearer perception of firm strategy from three dimensions: environment, society, and corporate governance (Duque-Grisales and Aguilera-Caracuel, 2021).
Meanwhile, the mainstream literature explains the driving force of ESG disclosure stakeholder theory (Freeman, 2001; 1999), which emphasizes that the purpose of ESG disclosure is simultaneously improving social and economic performance as well as fulfilling stakeholders’ interests, such as customers, supplier, investors, employees, governments, and clients, which is not limited in chasing the maximum realization of shareholders’ benefits (Esposito De Falco et al., 2021). Therefore, firms’ ESG disclosure is conducive to demonstrating that firms actively prioritize social responsibility to stakeholders other than shareholders and create shared value for both parties while dealing with pressing social issues with creative solutions (Broadstock et al., 2021). In addition, firms’ ESG disclosure exerts a significant impact on both their own value enhancement (Mervelskemper and Streit, 2017).
The shareholding structure is the logical starting point of corporate governance. The effect of major shareholders, as the key force in the internal governance of Chinese listed companies, on corporate information disclosure is currently dominated by two typical views in academia. On the one hand, some believe that MLS may have a “Collusion effect” on ESG disclosure. The controlling shareholders may conspire with management to make strategic disclosures to satisfy their interests, which has been revealed by the agency theory (Newton and Paeglis, 2019). Based on the tunnel effect theory, MLS may also conspire to exacerbate rather than mitigate agency problems (Guthrie and Sokolowsky, 2010). Cai et al. (2016) find that MLS also conspire to maximize their interests rather than monitor them if their interests are aligned, which harms firm value. Thus, MLS also tends to conspire to reduce ESG disclosure.
However, most existing literature considers the “effective monitoring effect” of MLS as the main role in corporate governance. At the theoretical level, the threshold effect of equity checks and balances is a common basis of analysis. The theory points out that MLS can not only guarantee the concentration of the company’s equity, but also use the role of mutual supervision, checks, and balances, and competition between them to check the decision-making behavior of controlling shareholders, so as to reduce the encroachment of interests of controlling shareholders on listed companies. At the practical level, existing studies using empirical tests with data from several countries show that multiple majority shareholder shareholding structures can play a “monitoring effect”. That is to say, the shareholding structure of MLS restrains management decisions, reduces corporate agency costs, and mitigates corporate information asymmetry. When a firm with MLS, collusion between controlling shareholders and manager is more costly because MLS not only monitor and check controlling shareholders and manager, but also improve internal control quality (Zhang and Li, 2022). Thus, MLS reduces the possibility of collusion and improves the efficiency of corporate governance (He et al., 2022).
Most of the existing studies have proved the view of the monitoring hypothesis. Based on the above analysis, this paper argues that the role of the monitoring effect of MLS is the main influence on the degree of corporate ESG disclosure. Specifically, multiple major shareholders, as the shareholder of corporate interests, have sufficient motivation to maintain the development of the company. The existence of MLS can monitor and check each other, thus effectively curbing managers’ manipulation of corporate information for their own selfish interests and thus positively promoting corporate ESG information disclosure. Thereupon, this paper proposes the following hypothesis.
H1 (Monitoring effect): Firms with MLS increase their ESG disclosure, ceteris paribus.
3 EMPIRICAL RESEARCH AND METHODOLOGY DESIGN
3.1 Sample selection and data sources
We choose the Chinese listed firms during 2011–2020 as the sample and conduct the following processes: (1) because the leverage of financial listed firms is abnormal, we exclude firms belonging to the financial industry; (2) because the operation and financial situation of ST* and ST listed firms is abnormal, we drop firms belonging to ST*, ST. The ESG disclosure of Chinese listed firms collected from Bloomberg, and other firms’ financial and governance information are obtained from the CSMAR database. In addition, we also report industry sector distribution of Sample in Supplementary Table SA1 in Supplementary Appendix SA.
3.2 Variables construction
3.2.1 ESG disclosure
ESG disclosure published by Bloomberg has been broadly used in ESG disclosure literature recently (Siew et al., 2016; Minutolo et al., 2019). The ESG disclosure score of Chinese listed firms published by Bloomberg was employed to measure ESG disclosure. A higher score indicates a better ESG disclosure.
3.2.2 Multiple large shareholders
Following related literature (Jiang et al., 2020; Zhang and Li, 2022), we define Multi as a dummy variable measured by whether a firm has more than two large shareholders. The Multi dummy variable is equal to one if the firm has more than one shareholder and 0 otherwise. We consider that shareholders who individually or collectively hold >10% of the firm’s shares have the right to request that the board of directors hold an extraordinary general meeting according to the Company Law of the People’s Republic of China. Therefore, we define shareholders holding >10% of the shares as large shareholders.
3.3 Model specification
To empirically explored the impacts of MLS on ESG disclosure, we construct our baseline regression model based on related literature as follows (Jiang et al., 2020; Zhang and Li, 2022).
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Where [image: image] represents ESG disclosure of firm i at year t. [image: image] denotes whether the firm i has more than two large shareholders at year t or not. We follow related literature (Basu et al., 2016) and define [image: image] as the set of control variables containing Bm, Duality, Indep, Board, Age, Soe, Roa, Size, which were reported in Table 1. [image: image] and [image: image] represent time fixed effects and industry-fixed effects, respectively. [image: image] is the error term. In addition, this paper cluster standard errors at the industry level. Table 1 report descriptions of main variables.
TABLE 1 | Variables definitions.
[image: Table 1]3.4 Summary statistics
Table 2 reports summary statistics of the main variables. We find that the proportion of listed firms with more than two shareholders is 26.4%, according to Table 1. The standard deviation of ESG is 6.977, the minimum value is 1.240, and the maximum value is 64.115, indicating a large variation in ESG disclosure among Chinese listed firms. The mean of Duality is 0.2, indicating that 20% of the sample firms have a CEO who is also the chairman. The mean of Soe is 0.504, indicating that 50.4% of the sample firms are state-owned. In addition, all sample distributions are consistent with extant research (He et al., 2022; Zhang and Li, 2022). In addition, we also report Correlation coeffcient matrix in Supplementary Table SB1 in Supplementary Appendix SB.
TABLE 2 | Descriptive statistics.
[image: Table 2]4 BENCHMARK REGRESSION RESULTS
Table 3 reported the regression results of baseline models (1). Columns (1)–(2) show that the variable of MLS (Multi) is 1% significantly positively associated with corporate ESG disclosure (ESG) and with estimate coefficients of 2.418 and 1.869, respectively. Therefore, the above baseline empirical finding proved the H1a, which indicates that having MLS increases corporate ESG disclosure (monitoring effect). Based on the estimation result in Column (2) of Table 3, we find that a one-standard-deviation increase in MLS raises a firm’s ESG disclosure score by 0.822 points, which is obtained by multiplying the standard deviation of the MLS measure by the estimated coefficient. Considering that the mean of ESG disclosure is 20.397, this effect is also economically significant.
TABLE 3 | Baseline regression results.
[image: Table 3]In addition, we also find that the estimated coefficient of power concentration (Duality) is negative at the 5% siginificance level, which reflects that the power concentration (Duality) exerts a negative effect on ESG disclosure. We also find that the estimated coefficient of stated-owned enterprise (Soe) is positive at the 1% siginificance level, which indicates that the stated-owned enterprise (Soe) exerts a positive effect on ESG disclosure. We also find that the estimated coefficient of firms’ age (Age) is positive at the 5% siginificance level, which indicates that the firms’ age (Age) exerts a positive effect on ESG disclosure. We also find that the estimated coefficient of firms’ size (Size) is positive at the 1% siginificance level, which indicates that the firms’ size (Size) exerts a positive effect on ESG disclosure. In addition, we also find that the above finding still robust after controlling firm fixed effect in the benchmark model. The related results are reported in Supplementary Table SC1 in Supplementary Appendix SC.
5 ROBUSTNESS CHECKS
5.1 Mitigating potential endogeneity problem: DID estimations
Considering higher ESG disclosure is potentially related to the urgent need of MLS aiming at reducing agency cost and exerting a monitoring role in facilitating ESG disclosure. To solve the above potential endogeneity concern, following related literature (Slaughter, 2001; Zhang and Li, 2022), we define the treatment group as firms whose ownership structure once changed in sample period and the control group as firms whose ownership structure remained unchanged in sample period. Specifically, if firms whose ownership structure changed from an SLS to MLS in sample period are used as the treatment group, we define firms whose ownership structure has been an SLS all time in sample period as the control group. If firms whose ownership structure changed from MLS to an SLS in sample period are defined as the treatment group, we define the firms whose ownership structure has been MLS all time in sample period as the control group. We construct DID model (2) as follows:
[image: image]
In model (2), [image: image] is the dummy variable denotes whether a firm i changes from SLS (MLS) to MLS (SLS) at t year. Related results reported in Table 4 show that FEPU not only increases along with the firm changes from SLS to the model of MLS but also decreases along with firm changes from MLS to the model of SLS.
TABLE 4 | DID estimation results.
[image: Table 4]5.2 Alternative measurements of multiple large shareholders
Furthermore, we follow related literature (Zhang and Li, 2022) and define shareholders holding >5% of the shares as large shareholders and reconstruct Multi variable for the robustness test. The robustness regression results reported in Table 5 are still consistent with our baseline regression results.
TABLE 5 | Alternative measurements of MLS to verify the robustness.
[image: Table 5]5.3 Propensity score match (PSM)
Following the related literature (Jiang et al., 2020), to compare ESG disclosure of firms with MLS to that of a (propensity score) matched sample of firms with a SLS that have similar firm-level observable characteristics, we first use a logit model to estimate the probability (i.e., the propensity score) that a firm has MLS as a function of all of the firm characteristic variables in our baseline regression, with firm fixed effects and year fixed effects included as well. Next, we match each firm with MLS to a firm with a SLS based on a predicted probability difference within 0.0001 (in absolute value) from the probability of the MLS firm. The regression result of PSM is reported in Supplementary Table SD1 in Supplementary Appendix SD and shows that MLS exert a significant negative effect on firms’ ESG disclosure. Our benchmark results still hold.
6 MECHANISM ANALYSIS
6.1 The role of other large shareholders
Following related literature (Jiang et al., 2018), we use the number of large shareholders other than the first largest shareholder (Num), which aims to further analyze the effect of MLS.
In column (1) of Table 6, the coefficient of Num is 1.797 and significant at the 1% level, revealing that the number of other major shareholders positively affects firms’ ESG disclosure; In column (2), the coefficient of Num is 1.465 and significant at the 1% level, also implying the above finding.
TABLE 6 | The role of other large shareholders.
[image: Table 6]6.2 The role of agency cost
The State-owned enterprises (SOEs) are an important determinant of agency cost (Ding et al., 2018). Due to the lack of shareholders’ supervision of managers, agency cost is higher in SOEs than Non-SOEs (Khuong et al., 2022). Therefore, we re-estimate baseline model (1) based on the subsample of “SOE” and “Non-SOE”. Table 7 reports related results as follows. As shown in Table 7, the effect of MLS on ESG disclosure varies across ownership and MLS play a more positive role in facilitating ESG disclosure in SOEs. The reason is that for SOEs, MLS alleviate agency problem in SOEs more prominently by play a monitoring role, which facilitate firms’ ESG activities disclosure.
TABLE 7 | The role of SOE.
[image: Table 7]7 CONCLUSION AND DISCUSSION
Now, corporate ESG disclosure has been a worldwide concern, especially in developing countries like China. At the same time, MLS are important to firms’ decision-making and strategy behaviors. This paper seeks to investigate whether a firm with MLS may form monitoring (collusion) and will increase (decrease) its ESG disclosure. Then, we find that having MLS increases corporate ESG disclosure. The above finding is robust to a series of robustness checks such as difference-in-difference (DID) estimation and altering the measurement of the variable of MLS. Finally, we also find that baseline results also vary across firm ownership and explore its mechanism of the role of other large shareholders. Therefore, this paper’s conclusion sheds new light on the bright side of MLS from the aspect of ESG disclosure and provides insights into how to improve corporate ESG disclosure.
First, firms should notice the ownership structure and rational reform the ownership structure of listed firms. Specifically, firms should pay attention to the issue of equity concentration and strengthen the constraints on the first large shareholder. Besides, the firm should allow other large shareholders and minority shareholders to reflect the role of supervision and checks and balances, which can be done by enabling like-minded minority shareholders to participate in corporate decision-making through concerted action. Firms should actively undertake social responsibility and take the initiative to disclose ESG information to show the capital market the firms’ good corporate image and attract green investment.
Second, the government should be aware of the supervisory role played by the MLS in corporate governance. Moreover, it can guide enterprises through policy formulation to actively attract strategic investment and improve corporate equity allocation and structure. Related government departments should gradually improve the ESG disclosure efficiency of listed firms and guide the ESG disclosure of Chinese listed firms to change from voluntary to mandatory disclosure gradually. The government should guide enterprises to make a smooth transition and gradually realize mandatory disclosure of ESG information under the guidance of laws and regulations.
Finally, this paper did not assess the impact of MLS on firms’ ESG disclosure in different regions. In the future, we could take various regional heterogeneity into consideration and re-examine the influence of MLS on firms’ ESG disclosure.
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