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The relationship between hometown attachment (HA) and corporate social responsibility (CSR) is a topic to be explored in depth. We measured the HA by the Chinese diaspora background and the immigrant culture of the ultimate controllers of the firm and employed the sample of Chinese non-financial private-listed companies in Shanghai and Shenzhen from 2003 to 2019 to investigate the impact of the HA on overseas Chinese entrepreneurs on CSR. We found that the HA of the overseas Chinese ultimate controller significantly increases the level of CSR, and this promoting effect rises when the firm ultimately held by the overseas Chinese entrepreneur is registered in the expatriate hometown. Our further analysis found that the personal characteristics of overseas Chinese entrepreneurs and regional cultural differences have a moderating effect on the above relationship. In particular, we found that overseas Chinese entrepreneurs who are women or with lower academic qualifications have a stronger sense of CSR. Moreover, in areas with low marketization or a high level of social trust, HA of overseas Chinese entrepreneurs plays a more active role in CSR. The results remain robust after the robustness test and the endogenous test. The conclusion of this study not only highlights the impact of psychological factors on the level of CSR but also provides a reference for the study of the decision-making behavior of overseas Chinese entrepreneurs.
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Introduction

Corporate social responsibility (CSR) is in the spotlight as a corporate strategy for sustainable development and competitiveness of companies (Crane and Matten, 2020). Existing literature has explored the drivers of CSR from the perspectives of agency issues, corporate reputation, investors, etc., Masulis and Reza (2015), Tetrault Sirsly and Lvina (2019), and Chen et al. (2020). In addition, there are articles exploring CSR from environmental perspectives such as eco-innovation, for example, Zaušková and Rezníčková (2020) and Burke and Zvarikova (2021). Whether and how the characteristics of corporate managers, especially psychological factors, affect CSR is still a hot issue worth exploring. The literature has explored the impact of psychological factors of corporate executives on CSR from the perspectives of personality and family (Petrenko et al., 2016; Cronqvist and Yu, 2017; Davidson et al., 2019). However, with increasing globalization, the scale of migration has gradually expanded, but the impact of the psychology of migration on CSR remains less explored.

Hometown attachment (HA) is a prevalent psychological factor among immigrants (Huang et al., 2018). Specifically, not adapting to a foreign culture or missing family members makes immigrants keep in touch with people in their hometown, such as returning to their hometown to start a business and remittances (Harris, 2015; Kong et al., 2019). Furthermore, existing literature studied the impact of hometown ties on firms, such as innovation (Ren et al., 2021a,b), trade credit (Kong et al., 2020), tax avoidance (Shen et al., 2019), and stock investment (Coval and Moskowitz, 1999). Although Zhang et al. (2018) studied the impact of directors with overseas experience on CSR, the main consideration was the professional and academic experience of executives. Especially, the existing literature failed to explore the impact of hometown connection on CSR from a psychological perspective. Therefore, we attempted to enrich the literature in this area and explored the impact of HA on CSR based on overseas migration. Considering the possible agency conflicts between shareholders and executives, we used the ultimate controller of the company as the research object.

Using the ordinary least squares (OLS) regression analysis, we developed two linear regression models to examine the effects and mechanisms of HA on CSR. First, we empirically examined the relationship between HA and CSR among ultimate controllers who emigrated overseas, using a sample of Chinese non-financial private-listed companies from 2003 to 2019. Furthermore, we implemented heterogeneity tests for the ultimate controller characteristics (i.e., gender, age, and education) and regional characteristics (i.e., marketization and social trust).

Finally, to address possible endogeneity issues, we used the 2SLS instrumental variable method for endogeneity testing. Specifically, we selected two instrumental variables. One is the number of coastal ports of commerce that China was forced to open between 1840 and the end of the 19th century under unequal treaties as well as under The Tongzhi Charter. The other is a dummy variable when Christian and Roman Catholic missionaries opened Western-style universities throughout China as of the 1820s. We documented that the greater the number of open coastal ports of commerce and the opening of Western-style universities were more likely to increase the number of locals emigrating overseas. In addition, we performed robustness tests using proxy variables for key variables and excluding the effect of the economic crisis.

The contributions of our study to the literature are mainly in three aspects. First, this study enriched the study of CSR drivers. We extended the psychological factor HA to CSR research and explored new drivers of CSR from the perspective of the ultimate controller who migrates overseas. In this study, we further examined the influence of the personal traits of the ultimate controller and the external environment on CSR. Second, we further expanded on the economic consequences of attachment psychology. Some research studies focused on the impact of hometown ties on corporate managers. However, in exploring how early migration abroad shapes individual character, this study contributes to a more comprehensive understanding of how attachment psychology from managers' migration experiences affects firm strategy. Third, we promoted interdisciplinary research by combining psychology with business management. Specially, we complemented the impact of psychological factors brought about by the immigrant experience on business practices.

The rest of the paper is organized as follows. Section Literature review and hypothesis development discusses the relevant literature and presents our hypotheses. Section Data, variables, and methodology describes the sample, the main variables, the research design, and the descriptive statistics. Section Empirical results and analysis presents the empirical results and analysis. Section Robustness tests presents the endogeneity test and the robustness test. Section Conclusions and discussions presents the conclusion and discussion.



Literature review and hypothesis development

Overseas immigrants have an attachment to their home countries (Wessendorf, 2010; Huang et al., 2018; Palladino, 2019; Wang et al., 2020; Zou et al., 2021). Due to attachment psychology, migrants actively seek ties with their home countries. On the one hand, immigrants retain the culture and identity of their home country after they arrive in the host country (Berry et al., 2006). Meanwhile, immigrants come together to join local hometown communities and maintain hometown food traditions (Ma and Xiang, 1998). For example, Chinatown is one of the iconic places where overseas Chinese meet and where they make friends, find jobs, and participate in traditional cultural activities (Zhou, 2009). On the other hand, immigrants establish ties with their home countries, such as returning to their home countries to start businesses and contact their families. Specifically, King and Christou (2014) found that second-generation Greek-Germans and Greek-Americans return to Greece out of a strong Greek identity and to reconstruct their ties to their home country. Therefore, expatriates identify with a shared culture and identity, which implicitly influences individual decisions and behaviors in life and work (Anton and Lawrence, 2014).

Attachment drives expatriates to do good things for their hometown. In detail, when leaving their hometown to live and work in another place, individuals favor the people and things of their hometown. For example, Hodler and Raschky (2014) surveyed national leaders in 126 countries and found that regional favoritism existed during the time these leaders were in power with stronger nighttime lighting in their birthplaces. In addition, when their executives had hometown ties to the firms, firms were more innovation-oriented (Ren et al., 2021a), and the availability of trade credit to firms increased (Kong et al., 2020). At the same time, attachment promotes environmental responsibility (Lee, 2011), concern for climate change (Scannell and Gifford, 2013), and the implementation of sustainable development goals (Adger et al., 2013; Gifford, 2014; Masterson et al., 2017; Brown et al., 2019).

According to the upper echelons theory, company activities are influenced by managerial background characteristics (Hambrick and Mason, 1984; Michel and Hambrick, 1992; Aktas et al., 2016). In particular, the ultimate controller of the company has the power to make decisions about the company and has a significant influence on the development of the corporate strategy (Watanabe, 2002). Notably, CSR is an important decision for companies, having a significant positive impact on both organizational performance and competitiveness (Ahmed and Streimikiene, 2021). Therefore, the characteristics of the company's ultimate controller have an impact on CSR decisions.

Thus, returning to their home countries to invest and start businesses after leaving their home countries reflects the HA of the ultimate controllers who emigrate overseas. Additionally, HA encompasses identification with traditional culture, dependence on social networks based on blood and local ties, and a sense of responsibility for building the home country. In summary, we proposed the following hypothesis:

H1: Hometown attachment of ultimate controllers who emigrate abroad is positively associated with CSR.

In China, the hometowns of overseas Chinese are distributed all over the country but are mainly concentrated in five provinces – Guangdong, Fujian, Guangxi, Hainan, and Zhejiang – called expatriate hometowns. There are two basic prerequisites for the formation of an expatriate hometown. One is that the population and descendants of immigrants from the region who have emigrated overseas have reached a certain size. The other is that these overseas immigrants and their descendants maintain closer ties with the region (Dai and Song, 1998). Specifically, the main characteristics of overseas Chinese hometowns include a large number of overseas Chinese families, close ties at home and abroad, many overseas remittances, rich overseas social resources, and a diverse Chinese and Western culture (Wang, 2001). Thus, overseas Chinese have strong ties with their hometowns, both in historical times and in contemporary times (Zheng, 2009).

Expatriate hometown has both a strong traditional Chinese culture and a diverse overseas immigrant culture. Allen et al. (2005) found that China's economic growth relies more on informal institutions than on formal ones. As the ultimate controller and decision-maker, overseas Chinese entrepreneurs are influenced by their cultural environment despite their personal behavioral preferences (Zingales, 2015). Being in an expatriate hometown, overseas Chinese entrepreneurs unconsciously put themselves in the role of “hometown people” and make business decisions not only considering corporate profits but also taking into account the interests of stakeholders in their hometown. Moreover, the local people in the expatriate hometown have frequent and active contact with overseas Chinese. Customer transactions, government-enterprise exchanges, and community exchanges convey the traditional Chinese culture's ethical responsibility of “return to one's hometown in silken robes” and “honoring one's ancestors.” Influenced by the strong traditional ideas of overseas Chinese hometowns, overseas Chinese consciously improve the level of CSR. Therefore, we further proposed the second hypothesis:

H2: When the place of incorporation is located in the expatriate hometown, the hometown attachment of the ultimate controller who immigrated overseas is positively related to CSR.

As a decision-maker, the personality, values, and upbringing of the ultimate controller potentially affect business operations and corporate culture (Norburn and Birley, 1988; Wiersema and Bantel, 1992). For example, Crisan-Mitra et al. (2020) identified six patterns of management behavior in implementing CSR and found that managers' personal traits differentially affect corporate social performance. Furthermore, Dubno (1985) found that women are gentler and more sensitive compared to men. As a result, female ultimate controllers who emigrate overseas may have a deeper attachment to their hometowns and, in turn, be more willing to do good for them and increase their level of CSR. In addition, as immigrants grow older, their attachment to their home countries may gradually deepen. As ultimate controllers, expatriates may be more inclined to increase their level of CSR to express attachment. Finally, Hu et al. (2021) found that studying abroad helped develop an individual's dialectical thinking. Entrepreneurs, who emigrate abroad embrace the diversity of thought, may make more rational decisions and make fewer decisions due to attachment when running their businesses. Thus, we formulated the following hypotheses:

H3a: Female ultimate controllers positively moderate the relationship between hometown attachment and CSR.

H3b: The age of the ultimate controller positively moderates the relationship between hometown attachment and CSR.

H3c: Ultimate controller's education level negatively moderates the relationship between hometown attachment and CSR.

The market environment has a key influence on business decisions (Narver and Slater, 1990). In regions with low marketization, product markets, production factors, and legal systems are relatively imperfect. The ultimate controllers of enterprises are subject to weaker supervision and constraints, and their behavioral decisions are more influenced by traditional culture. In contrast, in regions with high marketization, more efficient total factor productivity and better legal systems may prompt ultimate controllers to focus more on corporate profits, crowding out attention to CSR. Therefore, this study proposes the fourth hypothesis as follows:

H4: The degree of marketization negatively moderates the relationship between hometown attachment and CSR.

As an informal institution, social trust guides business decision-makers to comply with the rules of the trade and reminds them of the high costs associated with the breach of trust (Trevino, 1986; Chen et al., 2004). In China, people value relationships, and the ultimate controller who has emigrated overseas needs to gain the trust of the locals to start a business and invest in their home country. Additionally, reciprocity is one of the most important ways to gain trust (Berg et al., 1995). By voluntarily giving up a portion of profits to fulfill their social responsibilities, firms build mutual trust with locals to maintain complex social networks. Moreover, May et al. (2021) found that organizational trust positively moderates the relationship between employee green behavior and corporate environmental responsibility. Therefore, we inferred that in regions with high levels of social trust, the HA of the ultimate controllers who migrate overseas is more conducive to CSR. As a result, we proposed the following hypothesis:

H5: Social trust positively moderates the relationship between hometown attachment and CSR.



Data, variables, and methodology


Data

Our sample includes private firms listed on both the Shanghai and Shenzhen securities exchanges in the period from 2003 to 2019. First, we downloaded the annual reports of listed companies from the website of cninf 1 Since the background information of the ultimate controller has been disclosed in the annual reports since 2003, we used 2003 as the starting point for our data search. Then, we manually searched for information on the company's ultimate controller from the “Share Changes and Shareholders” section of the company's annual report. In addition, we studied companies whose ultimate controller is an overseas Chinese, and correspondingly, our control group included companies whose ultimate controller is an individual and not an overseas Chinese, thus we excluded the sample where the ultimate controller is a legal entity. Furthermore, when a company discloses multiple ultimate controllers and the difference in individual shareholdings exceeds 10%, we determined that the higher shareholding is the ultimate controller. Moreover, if the difference in individual shareholdings is within 10%, we determined that the person who held the highest position within the company is the ultimate controller. Then, we excluded the sample of companies in the financial sector because financial institutions such as banks and insurance have significant operational differences from other industries. In addition, we excluded the sample of companies with special treatment (ST* or ST) because they had significant operational problems. Finally, to ensure the continuity and comparability of sample information, we excluded the sample of companies with less than 3 years of data. Thus far, the effective sample size is 12,385, including 1,465 listed firms whose ultimate controller is an individual. To reduce the effect of outliers, we carried out winsorization of our sample at 1% on the continuous variable in each tail.

Moreover, we manually supplemented key information on nationality and permanent residency abroad (including a residency in Hong Kong and Macau) through the websites of National and provincial federations of returned overseas Chinese2. Additionally, we supplemented the information of the ultimate controller from sites such as Baidu and Google. Moreover, we obtained financial data from the China Stock Market & Accounting Research (CSMAR) database. Table 1 displays the industry composition. Additionally, Table 2 shows the percentage of overseas Chinese ultimate controllers of the observed sample companies, and Table 3 presents descriptive statistics including company financial data and ultimate controller information3.


TABLE 1 Industry distribution of sample firms.

[image: Table 1]


TABLE 2 Year distribution of ultimate controllers.
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TABLE 3 Descriptive statistics.
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Variables
 
Hometown attachment

Following Hu et al. (2017), we employed the identity of the ultimate controller and the firm's registration site to measure HA. In detail, we created two dummy variables to test H1 and H2, respectively. The first dummy variable is HA_hqhr, defined to be equal to 1 when the ultimate controller of the firm is overseas Chinese and 0 otherwise.

Considering regional culture, we set the second dummy variable as HA_qx, which is defined to be equal to 1 when the registered place of the firms with overseas Chinese ultimate controller is located in expatriate hometown, that is, Guangdong, Fujian, Guangxi, Hainan, and Zhejiang, and 0 otherwise.



Corporate social responsibility

Following Song and Li (2010), we used the corporate social contribution rate, CSR_rate, to measure CSR. In detail, CSR_rate is calculated as (Taxes paid - tax refunds received + cash paid for dividends, profits or interest payments + cash paid to and for employees + donations + sponsorship expenses - disposal of pollution and cleanup costs)/average total assets. This indicator evaluates the fulfillment of social responsibility to stakeholders such as the government, employees, investors, and communities using the company's financial data. The higher the CSR_rate the better the CSR performance.



Control variables

We controlled for a number of factors that could potentially affect CSR, including firm level, individual level, and regional level.


Firm-level control variables

Referring to Chen et al. (2020) and Ren et al. (2021a), we introduced control variables at the firm level, including the following:

Firm size (Size). We used the natural logarithm of total assets to measure firm size.

Financial leverage (Leverage). We employed the total debt divided by total assets to measure financial leverage.

Growth (Growth). We introduced the ratio of operating revenue growth to measure a firm's growth.

Operating cash flows (Cash). We used the net of operating cash flows divided by total assets to measure the operating cash flows of the firm.

Profitability (Roa). We used return on assets to measure the firm's profitability.

Years of listing (Firmage). We used the current year minus the IPO year to measure the firm's years of listing.

Firm performance (Roe). We introduced return on equity to measure firm performance.

Management shareholding (Manho). We employed the number of shares held by management scaled by the total number of shares to measure management shareholding.

Size of the board of supervisors (Mtnum). We used the number of supervisors to measure the size of the board of supervisors.

Whether the ultimate controller is the chairperson or general manager (Ucpd). We introduced a dummy variable to measure whether the ultimate controller is the chairman or general manager and it equals 1 if the ultimate controller concurrently serves as the chairperson or CEO, and 0 otherwise.

Separation of powers (Wedge). We employed a dummy variable to measure the separation of powers and it equals 1 if the control right and ownership of the ultimate controller are separated, and 0 otherwise.



Ultimate controller characteristic variables

In addition, following Kong et al. (2020), we controlled the ultimate controller characteristic variables, including the following:

Ultimate controller's gender (Ucsgender). We employed a dummy variable to measure the ultimate controller's gender and if the ultimate controller is male it equals 1, and 0 otherwise.

Ultimate controller's age (Ucsage). We introduced the age of the ultimate controller divided by 100 to measure the ultimate controller's age.

Ultimate controller's education (Ucsedu). We used a continuous numerical proxy for the education level of the ultimate controller. Specifically, 1 = technical secondary school or below, 2 = junior college, 3 = undergraduate, 4 = master, 5 = doctor, and 6 = other.



Regional characteristics variables

Finally, we followed Ren et al. (2021a) and controlled the regional variables, including the following:

GDP (GDP). GDP divided by the total population of the province where the firm is located is employed for this measurement (Data sources: the website of the National Bureau of Statistics website4.

Religion (Religion). This variable is measured by the number of award-winning religious places in the province where the firm is located (Data sources: the website of the National Religious Affairs Administration5).

Chamber (Chamber). We introduced the number of chambers of commerce in the province where the firm is located to measure this variable (Data sources: the website of the Federation of Industry and Commerce of each province6).




Regression models

To examine the effect of the ultimate controller's HA on CSR, we used the following baseline regression model.
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where the dependent variable (CSR_rate) is the level of CSR measured by the corporate social contribution rate. In model 1, the independent variable HA_hqhr is a dummy variable that equals 1 if the ultimate controller of a firm is overseas Chinese, and 0 otherwise. In model 2, the independent variable HA_qx is also a dummy variable that equals 1 if the registration site of the firm controlled by an overseas Chinese (i.e., HA_hqhr=1) is in an expatriate hometown, and 0 otherwise. Controls is a vector of control variables defined in Table 1. We also controlled the year- and industry-fixed effects in all models to control the unobservable factors. Model 1 and model 2 examine the H1 and H2, respectively. In all models, we expected that the coefficient α1 is significantly positive, that is, HA of the firms' ultimate controllers is significantly positively correlated with the level of CSR.

To sum up, Figure 1 illustrates the identification strategy. Specifically, we first tested whether HA affects CSR. We used two independent variables to proxy HA, one based on the overseas Chinese identity of the ultimate controller (HA_hqhr) and the other based on the location of the company's registration (HA_qx). Next, we implemented heterogeneity tests for the characteristics of the ultimate controller (i.e., gender, age, and education) and regional characteristics (i.e., marketization and social trust). In addition, to test the robustness of the results, we re-tested models 1 and 2 by replacing key variables and excluding the effect of the economic crisis. Finally, to exclude possible endogeneity issues, we used instrumental variables for endogeneity testing through 2SLS regressions.


[image: Figure 1]
FIGURE 1
 Analysis framework of research questions.




Descriptive statistics

Table 1 presents the distribution of companies by industry. It is shown that the manufacturing sector accounts for the largest share of the 1,465 companies in the sample, with 74.33%. Next, there are 122 companies in information transmission, software, and information technology services, accounting for 8.33%. In addition, there are 47 real estate companies, with 3.21%. Moreover, 46 companies are in wholesale and retail, accounting for 3.14%. Additionally, construction companies have 27 companies, with 1.84%. Also, there are 26 companies in the comprehensive industry, accounting for 1.77%. In addition, agriculture, forestry, animal husbandry, and fishery companies have 24 companies, accounting for 1.64%.

Table 2 exhibits the yearly distribution of companies whose ultimate controllers are individuals. It is shown that the number of companies whose ultimate controllers are overseas Chinese has increased almost yearly from 2003 to 2019, and the percentage, although fluctuating, has remained almost stable in the range from 10 to 11%. In addition, from our sample statistics, the total number of companies announcing in their annual reports that the ultimate controller is an individual increases almost year by year, indicating the increasingly important role of individual ultimate controllers.

Table 3 represents the descriptive statistics of the variables. CSR_rate ranges from 0.0177 to 0.3880, and the mean of CSR_rate is 0.1209. In all firm year samples, 10.55% of the ultimate controller are overseas Chinese and 5.71% of the firms held by overseas Chinese are registered in expatriate hometowns. In terms of the control variables, the average firm size (Size) is 21.7081, financial leverage (Leverage) is 39.03%, and ROA (Roa) is 4.09%. Additionally, the mean of the ratio of operating revenue growth (Growth) is 24.53%. Moreover, the mean of operating cash flows (Cash) is 4.04%. Furthermore, the average listing year (Firmage) is 7.4535 years. In addition, the average firm performance (Roe) is 6.10%. Then, for the management shareholding (Manho), the average is 19.47%. Moreover, the mean of the size of the board of supervisors (Mtnum) is 3.2717. In addition, there are 81.07% of the companies whose ultimate controller is the chairman or general manager (Ucpd). Furthermore, there are 54.60% of the companies where the control right and ownership of the ultimate controller are separated (Wedge). For ultimate controller's characteristics, it is shown that 95.23% of ultimate controllers are male (Ucsgender), and the average age of ultimate controllers is 52.84 years old (Ucsage). In addition, the average education of ultimate controllers is undergraduate (Ucsedu). For regional characteristics, the average GDP per capita level by province is 64664.6875RMB. In addition, the average number of award-winning religious places in the province is 10.4442, and the average of number of chambers of commerce in the province is 41.8470.

Table 4 reports the results of the univariate test. We compared the level of CSR (CSR_rate) and the ultimate controller's characteristics between firms with and without overseas Chinese ultimate controller (HA_hqhr), and between firms located or not located in expatriate hometown (HA_qx). The results show that the average CSR level of the firms with overseas Chinese ultimate controller is 0.1317, while firms with no overseas Chinese ultimate controller is 0.1230, which exists a statistically significant difference (0.87 percentage points) at the 1% level. Moreover, for the firms with overseas Chinese ultimate controller, the average CSR level of the firms registered in famous overseas Chinese hometown is 0.1354, whereas firms registered in other places is 0.1232; the difference (1.22 percentage points) is statistically significant at a 1% level.


TABLE 4 Univariate test.
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Empirical results and analysis



The effect of ultimate controller's HA on CSR

We first examined whether the firm's ultimate controller is an overseas Chinese affecting CSR. Table 5 reports the baseline regression results of H1. Specifically, column 1 of Table 5 tests the relationship of the dependent variable CSR_rate and the independent variable HA_hqhr, and only controls the variables of firm-level characteristics and the year and industry dummies. It is observed that HA_hqhr has a positive correlation with CSR_rate with an estimated coefficient of 0.0066 and is significant at a 1% significance level. Then, we gradually added the characteristics of the ultimate controller and region. In detail, after adding the ultimate controller characteristic variables in column 2, HA_hqhr and CSR_rate are positively correlated with an estimated coefficient of 0.0068 and are significant at the 1% level of significance. Finally, after we added all control variables in column 3, the estimate coefficient of HA_hqhr has a positive estimate of 0.0062 with a t-statistics of 3.46 and the relationship is significant at the 1% level of significance. The above tests all control year and industry dummy variables. Therefore, the baseline results support H1, that is, HA of the ultimate controller promotes CSR.


TABLE 5 The effect of the ultimate controller's HA on CSR (H1).

[image: Table 5]

For control variables, the estimate coefficient of Size and CSR_rate has a negative estimate of −0.0062 and is significant in 1% level significance in column 3 of Table 5, consistent with Udayasankar (2008). Moreover, the coefficient of Leverage is 0.0462, which is significantly positive at the 1% level of significance in column 3. In addition, Cash, Roa, Mtnum, and Wedge have a significant positive relationship with CSR_rate, respectively. Moreover, Firmage and Roe have a significant negative relationship with CSR_rate. For the variables of ultimate controller trait, Ucsgender, Ucsage, and Ucsedu are significantly correlated with CSR_rate. For regional characteristic variables, GDP is positively correlated with CSR_rate, whereas Religion is negatively correlated with CSR_rate. Overall, H1 is supported, that is, the HA of the ultimate controller has a positive impact on CSR.

Next, we examined whether the registration site of the firm with an overseas Chinese ultimate controller in an expatriate hometown influences CSR. Table 6 reports the regression results of H2. In column 1, we controlled firm characteristics variables and year- and industry-fixed effects. The results showed that the estimate coefficient of HA_qx has a positive estimate of 0.0106 with a t-statistic of 4.30. Then, in column 2 of Table 6, we added the variable of ultimate controller characteristics. It is shown that HA_qx was positively correlated with CSR_rate with an estimated coefficient of 0.0110, which was significant at 1% significance level. Moreover, in column 3 of Table 6, we further added the regional characteristics variables and it is shown that HA_qx is positively correlated with CSR_rate with an estimated coefficient of 0.0108, remaining statistically significant at 1% significance level. Therefore, the results are robust.


TABLE 6 The effect of the ultimate controller's HA on CSR (H2).

[image: Table 6]

For the firm's control variables, Size, Firmage, and Roe are negatively correlated with CSR_rate at a 1% significance level in column 3 of Table 6. Moreover, Cash, Leverage, and Roa are positively correlated with CSR_rate at a 1% significance level in column 3, which is in line with Cheung (2016). For the variables of ultimate controller trait, Ucsgender has a significant positive relationship with CSR_rate. In addition, Ucsage and Ucsedu are negatively correlated with CSR_rate. For regional characteristic variables, GDP is positively correlated with CSR_rate, while Religion is negatively correlated with CSR_rate. Therefore, our results hold H2, that is, when the place of incorporation is located in the expatriate hometown, HA of the ultimate controller who immigrated overseas is positively related to CSR.



Further analysis

In this section, we explored the moderating effect of the personal characteristics of the ultimate controller and the characteristics of the region where the company is located on the relationship between HA and CSR.


Characteristics of the ultimate controller

Table 7 demonstrates the results of the moderating effect of ultimate controller heterogeneity on the relationship between HA and CSR. First, columns 1 and 2 of Table 7 report the moderating effect of gender of the ultimate controller. Specifically, in column 1, HAhqhr_gender is the cross-multiplier term of HA_hqhr and Ucsgender. It is shown that the estimated coefficient between HAhqhr_gender and CSR_rate is −0.0056 but statistically insignificant. It means that when the ultimate controller is male, the HA shows a negative relationship with CSR, but the result is statistically insignificant. Furthermore, in column 2, HAqx_gender is the cross-multiplier term of HA_qx and Ucsgender, and the estimated coefficient of HAqx_gender and CSR_rate is −0.0120 and significant at 10%. It is shown that male ultimate controllers in overseas Chinese hometown are significantly in a negative relationship with CSR. In other words, this result indicates that female entrepreneurs are more CSR-oriented, in line with the findings of Boulouta (2013). Therefore, the results generally support H3a, that is, female ultimate controllers positively moderate the relationship between HA and CSR.


TABLE 7 The moderating effect of characteristics of the ultimate controller (H3).

[image: Table 7]

Next, columns 3 and 4 report the moderating effect of the age of the ultimate controller. Specifically, in column 3, HAhqhr_age is the cross-multiplier term of HA_hqhr and Ucsage, and the estimated coefficient of HAhqhr_age is 0.0550 and is significant at a 1% significance level. It implies that the age of the ultimate controller positively moderates the relationship between the ultimate controller with HA and CSR. Moreover, in column 4, HAqx_age is the cross-multiplier term of HA_qx and Ucsage, and the estimated coefficient of HAhqhr_age is 0.0075 but statistically insignificant. Therefore, the results generally support H3b, that is, as the age of the ultimate controller increases, the positive relationship between HA and CSR is greater.

Finally, columns 5 and 6 report that the education of the ultimate controller negatively moderates the relationship between HA and CSR. Specifically, in column 5, HAhqhr_edu is the cross-multiplier term of HA_hqhr and Ucsedu, and the estimated coefficient of HAhqhr_edu is −0.0043 and is significant at a 1% significance level. Additionally, in column 6, HAqx_edu is the cross-multiplier term of HA_qx and Ucsedu, and the estimated coefficient of HAqx_edu is −0.0044 and is significant at a 5% significance level. It is shown that the education of the ultimate controller negatively moderates the relationship between the ultimate controller with HA and CSR. Consistent with Hu et al. (2017), the results indicate that the ultimate controller with high education levels tends to be economically profitable. Therefore, the results support H3c, that is, the ultimate controller's education level negatively moderates the relationship between HA and CSR.




Marketization

Using the latest NERI index released by the National Economic Research Institute Reform Foundation (degree of marketization) (Market) as a benchmark (Fan et al., 2019), we grouped the sample by industry and annual median into a high marketization group (Market_fast) and a low marketization group (Market_low). We performed cross-sectional tests for model 1 and model 2, and Table 8 reports the results of the impact of marketization on the relationship between HA and CSR. Specifically, columns 1 and 2 present the correlation between HA_hqhr and CSR_rate. For the high marketization group in column 1, HA_hqhr is positively correlated with CSR_rate with an estimated coefficient of 0.0041, remaining statistically significant at the 10% significance level. Moreover, for the low marketization group in column 2, HA_hqhr is positively correlated with CSR_rate with an estimated coefficient of 0.0066, remaining statistically significant at the 5% significance level. Comparing columns 1 and 2, the coefficients of the Market_low group are 0.0025 higher than those of the Market_high group.


TABLE 8 The moderating effect of marketization (H4).
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Next, columns 3 and 4 present the correlation between HA_qx and CSR_rate. Specifically, for the high marketization group in column 3, HA_qx is positively correlated with CSR_rate with an estimated coefficient of 0.0058, remaining statistically significant at the 10% significance level. In addition, for the low marketization group in column 4, HA_qx is positively correlated with CSR_rate with an estimated coefficient of 0.0132, remaining statistically significant at the 1% significance level. Comparing columns 3 and 4, the coefficients of the Market_low group are 0.0074 higher than those of the Market_high group.

These results support H4, that is, the degree of marketization negatively moderates the relationship between HA and CSR. Therefore, the results indicate that the positive influence of HA on CSR is greater in a low-market environment, and traditional culture has a greater influence on the behavioral decisions of overseas Chinese entrepreneurs.



Social trust

We used the China Commercial Credit Environment Index (CEI index) (Trust) as the benchmark and divide the trust level of the cities where the sample firms are registered into a higher trust level (Trust_high) and a lower trust level (Trust_low) according to the median. We conducted cross-sectional tests for model 1 and model 2, and Table 9 reports the effect of social trust on the relationship between HA and CSR. Specifically, columns 1 and 2 of Table 9 present the correlation between HA_hqhr and CSR_rate. For the high social trust group in column 1, HA_hqhr is positively correlated with CSR_rate with an estimated coefficient of 0.0065, remaining statistically significant at the 1% significance level. In addition, for the low social trust group in column 2, the estimated coefficient of HA_hqhr is 0.0038 but is statistically insignificant.


TABLE 9 The moderating effect of social trust (H5).
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Next, columns 3 and 4 of Table 9 present the correlation between HA_qx and CSR_rate. Specifically, for the high social trust group in column 3, HA_qx is positively correlated with CSR_rate with an estimated coefficient of 0.0124, remaining statistically significant at the 1% significance level. Additionally, for the low social trust group in column 4, the estimated coefficient of HA_hqhr is 0.0078 but is statistically insignificant.

The results support H5. Therefore, the results suggest that social trust positively moderates the relationship between HA and CSR among overseas Chinese entrepreneurs.





Robustness tests


Alternative measures of dependent and independent variables

We re-measured the independent variable HA (HA_qx). Since 2014, China has set up national-level overseas Chinese industrial zones and entrepreneurial clusters – QiaoMengYuan (QMY), i.e., Overseas Chinese Dream Zone – to attract overseas Chinese businessmen and talents to invest and start businesses. As of 2019, China has established seventeen QMYs across the country. The areas where the QMYs have been established have attracted more overseas businessmen to gather. Areas, where locals and overseas Chinese firms have enhanced ties, are more likely to be close to the traditional diaspora atmosphere. Thus, we used HA_qmy as a proxy for the independent variable HA_qx. We defined HA_qmy as a dummy variable that equals 1 if the firm's place of incorporation is in the province where QMY is located and 0 otherwise. Table 10 shows that the estimated coefficient of HA_qmy is 0.0131 and is significantly positive at the 1% level of significance. Therefore, our results remain robust.


TABLE 10 Changing key variables.
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Exclude the impact of the financial crisis

Overseas-funded enterprises invested by overseas Chinese entrepreneurs are more vulnerable to the overseas market environment. Considering that the financial crisis has a certain impact on their social responsibility performance, we excluded the impact of the 2008 financial crisis and selected the regressions for the sample of firms from 2009 to 2019. Table 11 reports the regression results. Specifically, in column 1, HA_hqhr is positively correlated with CSR_rate with an estimated coefficient of 0.0055, remaining statistically significant at the 1% significance level. In addition, in column 2, HA_qx is positively correlated with CSR_rate with an estimated coefficient of 0.0095, remaining statistically significant at the 1% significance level. It is shown that HA of the ultimate controller promotes CSR. Therefore, our results are robust.


TABLE 11 Excluding the impact of the financial crisis.
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Endogeneity

Although we have controlled for the effects of economic and different cultural factors, there may still be omitted variables. Following Ang et al. (2014), we used the instrumental variables approach (2SLS) to address possible endogeneity issues. Specifically, we selected two instrumental variables. One is the number of coastal ports of commerce that China was forced to open under unequal treaties between 1840 and the end of the 19th century (Tradingport). The other is a dummy variable that equals 1 if Christian and Roman Catholic missionaries opened Western-style colleges (Westcollege) in a region of China as of the 1820s and 0 otherwise.

The above two instrumental variables are theoretically exogenous and relevant. First, from the exogeneity perspective, these two variables can meet the exogeneity requirement better because their data sources are old and not directly related to contemporary CSR behaviors. Second, in terms of relevance, Zhuang (2011) has found that the large-scale Chinese workers' emigration in modern history was caused by the surge of labor demand due to the warfare starting from the Second Opium War and the development of trade in the colonies belonging to Europe and America, and the opening of coastal ports of commerce accelerated the process of Chinese workers' emigration. In addition, people in the areas where western-style universities were founded received western ideas earlier and their likelihood to develop or migrate abroad increased when faced with the chaotic situation and poor survival conditions at home after the Opium War. Therefore, these two instrumental variables can better satisfy the requirement of correlation.

Next, we statistically validated the exogeneity and correlation of the instrumental variable to address the endogeneity of the ultimate controller's HA and CSR. Table 12 shows the 2SLS regression results for the instrumental variables. Column 1 reports the results of the first-stage regression and the estimated coefficients of Tradingport and Westcollge are significantly positive at the 1% significance level. The results indicate that the ultimate controller of the local firm is more likely to be an overseas Chinese if the province where the firm is located has a higher number of open ports of commerce and operates a Western-style university, and the result is consistent with our expectations. Column 2 presents the results of the second-stage regression, where the estimated coefficient of the independent variable HA_hqhr is significantly positive at the 1% significance level, consistent with the results of the baseline regression.


TABLE 12 Instrumental variables regression.
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Finally, in the instrumental variable test, we found that the Kleibergen-Paap rk Wald F-statistic is greater than the 10% threshold of the corresponding Stock-Yogo weak instrumental variable test, which indicates that the null hypothesis of “the existence of weak instrumental variables” can be significantly rejected, i.e., the instrumental variables Tradingport and Westcollge satisfy the requirement of correlation. The p-value of the Hansen J statistic is 0.4070, which indicates that the null hypothesis of “all instrumental variables are exogenous” cannot be rejected, i.e., the instrumental variables Tradingport and Westcollge satisfy the requirement of exogeneity. In addition, the regression results also reported the endogeneity test of the independent variable HA_hqhr with a p-value of 0.0132, indicating that the null hypothesis of “the independent variable is exogenous” can be rejected and that the HA variable has some endogeneity problems, so it is necessary to use the instrumental variables method to solve the endogeneity problem. In conclusion, after controlling for the endogeneity problem caused by omitted variables using the instrumental variables method, our results are still robust.



Summary

With the above analysis, we summarized the results of our hypotheses tests in Table 13. In detail, we examined the effect of HA on CSR by baseline regression, and the results verified that HA promotes CSR, i.e., H1 and H2. Next, we examined the moderating effect of ultimate controller characteristics (i.e., gender, age, and education) on the HA-CSR relationship. The regression results validate that the female ultimate controller positively moderates the HA-CSR relationship, i.e., H3a, that age of the ultimate controller positively moderates the HA-CSR relationship, i.e., H3b, and that the education level of the ultimate controller negatively moderates the HA-CSR relationship, i.e., H3c. Furthermore, we tested the moderating effect of regional characteristics (i.e., marketization and social trust) on the HA-CSR relationship. The results reveal that marketization negatively regulates the HA-CSR relationship, i.e., H4, and social trust positively regulates the HA-CSR relationship, i.e., H5. Overall, our hypotheses have been validated.


TABLE 13 Results of the hypotheses.
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Conclusions and discussions


Discussions

To explore the effect of HA of the firm's ultimate controller on CSR, this study combines identity theory, attachment theory, and upper echelons theory to empirically examine the relationship between the HA of the ultimate controller of firms with overseas migration experience and CSR using a sample of Chinese non-financial private-listed firms from 2003 to 2019.

The results show that H1 and H2 are supported. The HA of the ultimate controller has a positive impact on CSR in Chinese-listed private firms. This result is consistent with the results of Ren et al. (2021a), who studied the relationship between CEO hometown identity and firm innovation. It is worth noting that firm innovation is a sustainable firm behavior that contributes to the long-term growth of the firm. In other words, hometown identity of firm managers and attachment motivate them to implement what is good for their hometown and firm. Our study finds that the HA of the ultimate controllers motivates firms to fulfill their social responsibility. In addition, there are some studies that suggest that CEOs use hometown ties to avoid taxes and gain more financial benefits for their companies. For example, Shen et al. (2019) argued that CEOs' hometown ties with local government officials motivate firms to avoid taxes. Clearly, tax avoidance is a behavior that only benefits the firm but is detrimental to fulfilling social responsibility. Unlike Shen et al. (2019), this study examines the HA of the ultimate controllers rather than the CEOs' hometown ties. It is shown that attachment triggers managers to do good things for their hometown, while hometown ties may prompt managers to be more inclined to seek financial benefits. In addition, we chose the perspective of ultimate controllers who have overseas experience as our study subjects. Considering the decisive role that ultimate controllers have on corporate decision-making, we selected the HA of ultimate controllers as our research.

The results support H3a–H3c. Female ultimate controllers positively moderate the relationship between HA and CSR in Chinese-listed private firms. Our findings are consistent with Boulouta (2013) who found that female managers are more concerned with social responsibility. In contrast to the above findings, this study examines the role female managers play in CSR based on the psychology of HA. Our descriptive statistics find a larger proportion of male ultimate controllers and a smaller proportion of female ultimate controllers in our sample observations, in line with Kong et al. (2020). Although this result indicates that female entrepreneurs still account for a smaller share of management, it is clear from our regression results that female final controllers play a positive influence on CSR concerns and decisions, and that stronger attachment of female is the important mechanism. Furthermore, our results discover that age positively moderates the effect of ultimate controller HA on CSR. This result differs from the results of Hu et al. (2017), who examined the effect of hometown identification on corporate environmental governance, while we examined the effect of HA on CSR. Notably, environmental governance is part of CSR and younger ultimate controllers may have more environmental education and be more environmentally conscious, thus as Hu et al. (2017) found that the role of hometown identification of younger chairmen on corporate environmental investment is greater. However, CSR is an integrated behavior that includes behaviors such as the welfare of employees and philanthropic activities besides environmental behaviors. In addition, the education level of the ultimate controller negatively moderates the effect of HA on CSR, consistent with Hu et al. (2017).

The results support H4. Among Chinese-listed private firms, the extent of marketization negatively moderates the relationship between the HA of the ultimate controller and CSR. Our results show that the HA of the ultimate controller has less impact on CSR in regions with a higher degree of marketization. Thus, as the degree of marketization increases, firms' decisions become more rational and may be less influenced by traditional culture.

The results support H5. Social trust positively moderates the relationship between ultimate controllers' HA and CSR in Chinese-listed private firms. Our results show that HA of ultimate controllers has a stronger incentive effect on CSR in regions with high levels of social trust. Notably, social trust is an important condition for economic activities, and our study adds to evidence of the impact of social trust on non-economic activities of firms, i.e., CSR.



Conclusion

We empirically tested the relationship between the HA of the firm's ultimate controller and CSR using a sample of Chinese non-financial private listed firms from 2003 to 2019. We proxied the HA of the ultimate controller by the Chinese diaspora identity of the ultimate controller, and the results showed that HA helps to improve the level of CSR. Moreover, the level of CSR is higher when the ultimate controller is an overseas immigrant and the company is registered in the expatriate hometown. Furthermore, we examined the moderating effect of the characteristics of the ultimate controller on HA and CSR. Our results found that among listed private firms, female ultimate controller and ultimate controller age positively moderate the relationship between HA and CSR, while ultimate controller education level negatively moderates the relationship. In addition, we examined the moderating effect of the external environment on the relationship between HA and CSR. The results show that the level of social trust in the place of incorporation of listed companies positively moderates the relationship between HA and CSR, while the degree of marketization in the place of incorporation of listed companies negatively moderates the relationship. Finally, our results still hold after the endogeneity test and robustness test.

This paper has the following three implications for existing theory and management practice. First, we have enriched the research on the motivation of CSR. Although there has been much literature examining the economic motivations of CSR, there are still fewer studies that explore CSR motivations from a psychological perspective. For example, Ren et al. (2021a) explored the influence of hometown identity on CEO decision-making, but we studied HA from the perspective of overseas immigrants and developed the influence of attachment psychology on CSR.

Second, we have enriched the research related to attachment psychology and identity theory. Existing studies have mainly explored the well-being experiences or pro-social behaviors resulting from place attachment (e.g., Vada et al., 2019; Daryanto and Song, 2021). However, the possible effects of attachment on firms have been understudied. In business management, HA is a key factor that cannot be ignored. Not only do managers' personal experiences as well as their personalities influence decision-making, but employees' psychology also affects the daily operations of the company. Therefore, it is necessary for managers to pay attention to the economic consequences of attachment psychology.

Third, we have advanced interdisciplinary research. Previous research on migration has mostly focused on psychological and sociological perspectives, and research on the impact on the business domain remains scarce. For example, Dai et al. (2011) and Mata and Alves (2018) explored immigrants' adaptation from their entrepreneurship in the host country, but we discussed the psychology of immigrant entrepreneurship from a different perspective, i.e., back home country.

This paper has the following limitations and perspectives. First, this paper only examines attachment psychology that is only one of the psychological factors of overseas immigrants. Therefore, future literature can explore the impact of other psychological factors of immigrants on CSR. Second, this paper only explores immigrants' investment and entrepreneurship in their home countries to improve CSR. Future studies can examine the relationship between immigrants' entrepreneurship and CSR in the host country and its impact mechanism. Third, the characteristics and experiences of the ultimate controller as a decision-maker have an important impact on corporate strategy. The impact of the attachment psychology of the ultimate controller on other aspects of the firm deserves further investigation.

This study has the following policy implications. In the context of economic globalization and growing migration, the role played by managers with expatriate experience in corporate decision-making has received increasing attention. Notably, attachment psychology is pervasive among immigrants and potentially influences their decision-making and behavior. Out of attachment psychology, immigrants tend to establish ties with their hometown and do good deeds for them. Accordingly, managers with immigrant experiences are more concerned about CSR. Therefore, the government should provide policy support to encourage entrepreneurs with overseas immigrant backgrounds to return to their home countries so as to increase their willingness to invest, fully utilize foreign capital and advanced overseas business operation concepts, and facilitate the fulfillment of CSR.
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Footnotes

1The address of the website of cninf : http://www.cninfo.com.cn.

2The website address of All-China Federation of Returned Overseas Chinese is http://www.chinaql.org. In addition, we also searched for provincial federations of returned overseas Chinese, such as Guangdong Province Federation of Returned Overseas Chinese: http://www.gdql.org.cn; Zhejiang Province Federation of Returned Overseas Chinese: http://www.zjsql.com.cn; etc.

3Based on the distribution of sample companies by industry (Table 1), and descriptive statistics of companies' financial data (Table 3), it appears that our selected sample is not significantly different from the data of previous literature studying private companies, such as Chen et al. (2020), Kong et al. (2020), and Ren et al. (2021a). Furthermore, the results based on the year distribution statistics of the ultimate controllers (Table 2) and the univariate test (Table 4) show that there is a significant difference between the CSR of the experimental and control groups, laying the foundation for our regression analysis.

4The website address of National Bureau of Statistics is http://www.stats.gov.cn.

5The website address of National Religious Affairs Administration is https://www.sara.gov.cn/gjzjswjhtml/index.html. In addition, the list of award winners is the religious places that won the “Third Session of Advanced Collective and Advanced Individuals for Creating Harmonious Monasteries and Churches” in 2016, and the relevant data have been compiled manually by the author.

6The website addresses of the provincial Federations of Industry and Commerce include Beijing Federation of Industry and Commerce: http://www.bjgsl.org.cn; Guangdong Federation of Industry and Commerce: http://www.gdgcc.gov.cn; Zhejiang Federation of Industry and Commerce: http://www.zjfic.org.cn; etc.
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