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The impact of Corporate Governance on Corporate Social Responsibility Performance: A case study of listed companies in Hong Kong

1	INTRODUCTION

1.1	Grounds for the Research

The evolution of the stakeholder analysis concept has largely driven the development of corporate social responsibility (“CSR”) (McDonald, 2007). Hopkins (2004) claims that CSR involves the ethical and responsible treatment of the firm’s stakeholders. Essentially, CSR extends the firm’s commitment to fostering effective corporate governance (“CG”) and ensuring sustainability through ethical business practices that uphold fairness, accountability and transparency disciplines. Firms are prone to sustain profitability while upholding the utmost standards of internal governance (Jamali, Safieddine and Rabbath, 2008; Jo and Harjoto, 2011).

Globalisation has contributed to global economic expansion and wealth generation, as well as aroused the CSR world, whereby in the 21st century, CSR is the standard approach in conducting business (The Economist, 2008). Arguably, CSR will and should be largely market-driven, but this will not occur immediately solely through legal and regulatory changes, although these are crucial catalysts. For examples, CG and environmental, social and governance (“ESG”) fields have been included in the rules governing the listing of securities on the main board of The Stock Exchange of Hong Kong Limited (“SEHK”) (“Listing Rules”), company laws and regulations, shareholder protection and remedies, etc. CSR has been incorporated as mainstream CG and ESG requirements in Hong Kong (“HK”) as it is not just a moral obligation but also a smart business decision. The evaluation of organisations’ performance in relation to the societies they operate in and their environmental impact has become vital for assessing their overall performance towards contributing to sustainable development (“SusDev”) (ISO, 2010).  
Furthermore, the Global Goals (also known as “SDGs” which referred to United Nations’ (“UN”) 17 Sustainable Development Goals, adopted by the UN in 2015 under its 2030 Agenda for SusDev) (United Nations, 2023) which aim at transforming our world is a new approach calling for urgent action by all countries with strong partnerships and cooperation at the global, national and local levels so as to achieve a shared vision and goals, which underlying a unified new insight on SusDev in balancing environmental, social and economic sustainability for all stakeholders (United Nations, 2023). 

The obligation of transforming businesses to align with environmental constraints and meet societal desires and requirements has emerged as a significant challenge for innovation on integrating ESG factors into business strategies. Simultaneously, it presents extensive prospects for competition and adjustment in an ever-changing world, necessitating profound societal, political, legal, technological, cultural and behavioural transformations. Thus, businesses that capable of thriving in the future are the pioneers in generating value within and beyond their organisational boundaries.

1.2	Research Problem Statement

	There is minimal research on examining the impact of CG on CSR performance for corporations engaging in CSR orientation in HK, a developed economy market and one of the leading international financial centres, particularly with sample of corporations listed on the main board of SEHK (“HK Listed Corporations”). 

	Pursuant to the Listing Rules, the board of directors (“Board”) should be focusing on creating long-term sustainable growth for shareholders and delivering long-term values to all stakeholders (HKEx, 2023). Hence, a viable business strategy which embedded with ESG initiative (contained the elements of CG and CSR) is crucial for CSR performance. 

According to Carroll (1979), a firm’s CSR performance is defined as its ability to meet stakeholders’ expectations for economic, environmental, and social responsibilities. CSR performance is the assessment of the use of a firm’s resources to respond to or help to solve social problems and achieve social goals. It is the assessment of what a corporate entity has done or is doing for the purpose of the welfare and the benefit of the society. This assessment can be in the area of philanthropy, environment conservation, and diversity in labour practices, human rights, and selfless services (Nwude and Nwude, 2021).

Despite the significant growth of the literature on CSR concept over the years due to high recognition of the importance of social and environmental considerations in the corporate world, the measurement of CSR performance (based on its links with the stakeholder concept) is still problematic, whereby different scholars have applied different methodology(ies) in measuring CSR performance. For example, Wolfe and Aupperle (1991) indicated that there is no single best way to measure corporate social activities. Waddock and Graves (1997) also claimed the difficulties of measuring corporate social performance and assessed the alternative methods, including forced-choice survey instruments, reputation indices and scales, content analysis of document, behavioral and perceptional measures, and case study. Maignan and Ferrell (2000) categorised these alternative methods into three main approaches: expert evaluations, single- and multiple-issue indicators, and surveys of managers. On the other hand, while acknowledging that there is limited literature on how CSR can be measured, Turker (2009) had, based on the CSR theoretical framework with the exclusion of economic component, developed a new scale to measure CSR in terms of the expectations of various stakeholders.

1.3	Research Purpose Statement

The purpose of this study is to develop and pilot test a survey instrument (i.e. questionnaire) to assess the impact of CG characteristics on CSR performance of HK Listed Corporations. 

It is widely recognised that a firm’s well-established CG has a considerable impact on its CSR performance. In relation thereto, the objective of this study is to conceptualise CSR as management strategies in voluntarily integration of social and environmental aspects with operations and interactions with the stakeholders by a sample of 31 HK Listed Corporations. Writer has, based on the existing literature, applied the CSR scale developed by Turker (2009) for measuring the CSR performance of HK Listed Corporations in four dimensions (i.e. factors): social stakeholders and non-social stakeholders (including the natural environment and future generations); employees; customers; and government.
Writer has excluded the economic component from the measurement scale of CSR performance as the economic concern is the fundamental reason and crucial for the existence and continuity of a business for HK Listed Corporation, and profit (i.e. financial performance) is certainly formed part of key determinants for SusDev. A growing number of studies in sustainable business development have argued that achieving superior CSR performance can bring positive and favourable outcomes in, inter alia, improving financial performance (Waddock and Graves, 1997) and achieving competitive advantage (McWilliams and Siegel, 2011). Porter and Kramer (2006) linked their value chain model to CSR; and stated that many companies have undertaken efforts to improve the consequences arising from their social and environmental activities.

As mentioned, this study categorised CSR domain into four dimensions, whereby each dimension consists of several indicators, which facilitates the Board to examine the impact of CG (for this study, the writer used close-ended questions to measure CG characteristics which particularly focusing on the size of the Board and the chief executive officer (“CEO”) duality)  on each CSR dimension (along with its indicators), thereby adjust the Board structure (where appropriate), and allocate scare and valuable resources to the right CSR activity(ies) so as to improve or enhance the firm’s CSR performance in the future within the context of HK listed entities or any form of entities in any jurisdictions. Thus, research findings would contribute to the existing literature. Moreover, the developed questionnaire can be used in multi-context entities to promote and implement CSR activities.

The literature review for this study comprises of CG and CSR literatures, upper echelons theory (Hambrick and Mason 1984), international standards of ISO 26000 (ISO, 2010), the Listing Rules on ESG subject areas, and the Global Goals. 









2	LITERATURE REVIEW AND RESOURCES

The main emphasis of this report’s literature review is directed towards the research objectives, research issues, and the examination and interpretation of the research findings.

2.1	CG Literature

The primary focus of this study will centre around the definition of CG as ‘the system by which companies are directed and controlled’ (Cadbury, 2000, p. 8), whereby the control aspect consists of compliance, accountability and transparency concepts (MacMillan et al., 2004), as well as how managers fulfil their duties by adhering to the legal requirement and ethical standards (Cadbury, 2000). According to Hampel Report (1998): ‘The importance of CG lies in its contribution both to business prosperity and to accountability’ (Hampel Committee, 1998, p. 7). 

A narrow view of CG presents it as a regulatory and financial accounting systems, with minimal attention given to socio-environmental concerns (Saravanamuthu, 2004). This concept revolves around the principles of accountability, compliance and transparency (Keasy and Wright, 1997; MacMillan et al., 2004).  

However, a broader CG conception emphasising the responsibilities of every business towards its various stakeholders who contribute essential resources for its survival, competitiveness and success (MacMillan et al., 2004); and balancing the interests of different stakeholders (Thompson, 1995). While managers have primary accountability towards shareholders on the company’s financial performance, they also hold responsibility towards employees, suppliers, customers and communities who make significant investments in the company on different aspects (Kendall, 1999; Page, 2005).  Broader CG conception involves considering all stakeholders’ interests and ensuring accountable to companies’ primary stakeholders (Dunlop, 1998; Kendall, 1999). 



In essence, CG primarily centres around a collection of fundamental characteristics, such as establishing an effective corporate leadership, strategy formulation, and strategic management process that integrates stakeholder value and shareholder value (Tricker, 1994; Kendall, 1999; MacMillan et al., 2004); designing reporting systems in a manner that promotes good governance (Kendall, 1999); enhancing accountability to both shareholders and other stakeholders, while improving corporate performance (Keasy and Wright, 1997); generating mechanisms to regulate managerial conduct (Tricker, 1994); emphasising transparency on disclosure (Page, 2005); and operating the companies in compliance with laws and being responsible to all stakeholders (Dunlop, 1998). At the core of robust and efficient CG are essential qualities on leadership, direction, control, transparency and accountability (Huse, 2005; Van den Berghe and Louche, 2005).  

2.2	Upper Echelons Theory
 
The study is underpinned by the upper echelons theory proposed by Hambrick and Mason (1984). Upper echelons theory stipulates that firms’ strategic decisions are largely influenced by the structure of the Board (Hambrick and Mason 1984). Thus, Board structure (i.e. Board composition), which describes the overall characteristics of Board members, plays a significant role in determining the firm’s CSR performance due to its primacy in the process of firm’s decision-making (Rupley, Brown and Marshall 2012). The decision of the Board covers areas such as resources allocation and CSR engagement and strategies to society; and build up relationship with the stakeholders of any corporations (Pucheta-Martínez and Gallego-Álvarez, 2019). Several major factors in Board composition that have been considered to affect CSR performance are, inter alia, gender diversity (Setó-Pamies, 2015; Hyun et al., 2016), director age (Post, Rahman and Rubow, 2011; Hafsi and Turgut, 2012), the number of outside directors (Jizi et al., 2013; Amran, Lee and Devi, 2014; Liao, Luo and Tang, 2015), board size (Rao and Tilt, 2015), and education (Post, Rahman and Rubow, 2011). Therefore, it is pertinent to investigate the nexus between the Board structure and firms’ CSR performance.





2.2a	Befitting Board Size

There is no consensus in the literature on the impact of Board size on CSR performance. 

Maclagan (1998), and Hermalin and Weisbach (2003) claimed that generally, a larger Board size denotes a lesser ease of communication and negative impact on decision-making efficiency for the company, leading to disregard of (or lesser interest on) CSR agenda and unfavourable to CSR implementation. 

Additionally, it has been claimed that a larger Board size is more inclined to break environmental laws, and negatively impact environmental performance (Kassinis and Vafeas, 2002) and the overall CSR performance (Olthuis and van den Oever, 2020). Some scholars (such as Cook and Glass, 2018; Endo, 2020) demonstrate the positive impact of Board size on environmental performance. Conversely, Post, Rahman and Rubow (2011) reported a insignificant relationship between these two factors.

 
On the other hand, some literatures suggested that larger Board size is linked to better stakeholder representation (i.e. comprises of representative of diverse interests), which in turn can lead to higher sensitivity towards stakeholder interests and greater firm’s involvement in CSR investments (Ntim and Soobaroyen, 2013; Chams and García-Blandon, 2019), thus reducing social pressure and demands of stakeholders (Barakat, 2014). More Board members could have advantages of better information and greater knowledge (Carter et al., 2010), including environmental knowledge which leads to a positive impact on environmental performance (De Villiers, Naiker and Van Staden, 2011); and greater diversity in education and industry experience (Zahra and Pearce II, 1989), ultimately leading to the constitution of a specific social capital that could contribute to more balanced decision-making and more oriented advice on strategic decisions (Siciliano, 1996). This is a necessary requirement to improve CSR performance (Hillman and Keim, 2001).






2.2b	CEO Duality (or Board Chairperson and CEO roles are separated)

A variety of studies about the effect of CEO duality with CSR performance have been conducted, especially in developing countries, but the results are not showing consistency (Andanawarih, Restuningdiah and Sidharta, 2021).

CEO duality refers to the positions of Board leadership and corporate management being held simultaneously by the same person. Thus, CEO duality is generally deemed to significantly expand CEO(s)’ executive and control power which could enable them to pursue opportunistic strategies to protect their interests at the expense of shareholders. They could also marginalise value enhancing projects, specifically long-term projects such as CSR field. In fact, CEOs prefer short-term financial performance under the shareholders’ pressure. Hence, the level of CSR disclosure is negatively associated with CEO duality (Surroca and Tribo, 2008; Paek et al., 2013; Muttakin and Subramaniam, 2015). De Villiers, Naiker and Van Staden (2011) also find that a dual CEO-chair decreases CSR performance for maximising short-term financial gains, and tends to reduce the likelihood of approving immediate strategic investments in environmental opportunities with long payback periods. Moreover, Naciti (2019) and Shahbaz et al. (2020) suggest that the existence of CEO duality will have a negative impact on ESG performance.

Previous studies have shown that firms with a separate CEO and Chairperson demonstrate higher performance on Board oversight in regards to climate change (Galbreath, 2010), and will have a positive impact on the adoption of environmental and social practices (McKendall, Sánchez and Sicilian, 1999; Lattemann et al., 2009). For example, McKendall, Sánchez and Sicilian (1999) point out that a non-CEO chairman may be less pressured to produce positive short-term results and better able to argue that non-compliance with environmental laws leads to adverse long-term social and financial liabilities.

[bookmark: _Hlk154087099]Nevertheless, McGuinness, Vieito and Wang (2017) and Chams and García-Blandon (2019) suggested no significant relationship between CEO-duality and CSR performance.




2.3	CSR Literature

The following CSR theories encompass the three key domains of CSR: economic, societal and environmental responsibilities (Golja and Pauišić, 2012).

2.3a	Davis’s Iron Law of Responsibility

According to Davis (1960), the ‘Iron Law of Responsibility’ held that the social responsibilities of businessmen should align with their social power, and neglecting social responsibility would result in the gradual decline of social power for businesses. He suggested that social responsibility refers to the decisions and actions of businessmen that are motivated by factors extending beyond the firm’s direct economic interest (Davis, 1960). Regardless of the business size, every company has the potential to make a positive impact on SusDev through responsible behaviour (Davis, 1973).

2.3b	Friedman’s Shareholder Theory (or Agency theory)

Friedman’s (1962) Shareholder Theory asserts that profit maximisation is the sole objective of business. Friedman (1970a) does not believe in CSR, since it undermined business’s fundamental responsibility, which is to make profits for the owners. He further asserts that CSR involves aligning business operations with the interests of shareholders, aiming to utilise resources and engage in activities that maximise profits while adhering to societal norms and regulations that embody legal and ethical standards (such as without deception or fraud) (Friedman, 1970b).

2.3c	Freeman’s Stakeholder Theory

Stakeholder Theory is commonly attributed to Freeman (1984), who contends that firms should utilise CSR as an extension of effective CG mechanisms of which managers are responsible for navigating conflicting and competing interests among stakeholders to attaining the organisation’s objectives. Freeman (2002) argues that management must consider the rights and interests of all legitimate stakeholders, promoting stakeholder democracy and CG; and  asserts that Stakeholder Theory aligns with various ethical theories. 
2.3d	Carroll’s Four-Part Model of CSR (for Corporate Social Performance Theory)

Carroll (1991) suggests that corporations have four responsibilities: economic (i.e. generating profits for shareholders), legal, ethical and philanthropic, which constitute total CSR (see Figure 1). He highlights that businesses should not prioritise these responsibilities sequentially, but rather uphold each of them at all times. Thus, CSR approach urges companies to strike a balance between these four responsibilities.

Figure 1 - Carroll’s Four-Part Model of CSR

[image: ]






2.3e	Elkington’s Triple Bottom Line (“TBL”) Concept 
(also known as Triple P (Profit, Planet, People) Reporting)

In Elkington’s terms, the three dimensions of organisational performance are economic prosperity, environmental quality, and social justice/equity which involve the company’s purpose and taking into consideration the needs of all the company’s stakeholders (Elkington, 1997). Elkington (2006) indicates that the TBL agenda is the responsibility of the Board. A robust CG system enhances the potential for achieving genuinely sustainable capitalism. In this regard, shifting from public relations to competitive advantage, together with effective CG,  contributing to a sustainable business. 

2.3f	Corporate Citizenship (“CC”)

There are currently three perspectives of CC: (i) a limited view of CC that essentially equating to corporate philanthropy; (ii) an equivalent view of CC that essentially equating to CSR; and (iii) an extended view of CC that acknowledging the political role of the corporation in society (Matten, Crane and Chapple, 2003). A summary of the three different CC perspectives is presented in Figure 2.

A summary of the corporate provision of these three citizenship rights and the extended view of CC are presented in Figures 3 and 4 respectively. Hence, the extended view of CC can be characterised as the corporate role in overseeing the provision of citizenship rights to individuals (Crane and Matten, 2004). It also recognises that corporations assume responsibility for managing certain aspects of citizenship for various stakeholders (such as employees, customers and shareholders), as well as broader constituencies with no direct transactional ties to the corporation (Crane and Matten, 2004).









Figure 2 - Three Views of Corporate Citizenship

[image: ]






Figure 3 - Corporate Provision of Citizenship Rights

[image: ]

Figure 4 - An Extended View of Corporate Citizenship

[image: ]

[bookmark: _Hlk144758346]2.4	Hancock’s (2005) Four Key Pillars of CSR Model 

[bookmark: _Hlk144758393][bookmark: _Hlk144758529]CG as a Pillar of CSR Model (see Figure 5). This model presents that an effective CG system ensures proper management of the company in a manner that serves the interests of all stakeholders involved. Finally, contribute to the SusDev (Hancock, 2005). This insight aligns with Elkington’s (2006) perspective and the notion of ISO 26000 (recognises that respect society and environment is a critical success factor towards sustainability (ISO, 2010)), which suggests that CSR is the Board’s responsibility, and that good CG serves as a cornerstone for sustainable CSR (Jamali, Safieddine and Rabbath, 2008).

Figure 5 - Four Key Pillars of CSR Model
[image: ]








2.5	Application of ISO 26000

The notion of good CG is the cornerstone for CSR is consistent with ISO 26000 which addresses seven core subjects of social responsibility that revolve around organisational CG, and social and environment responsibilities. These core subjects cover the significant economic, environmental and social impacts that organisations should address towards maximising contribution to SusDev (ISO, 2010). ISO 26000 also provides guidance on the seven principles of social responsibility to ensure social equity, healthy ecosystems and good CG (ISO, 2010; ISO, 2011). A schematic overview of ISO 26000 is presented in Figure 6. 

Figure 6 - Schematic Overview of ISO 26000
[image: ]
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2.6	Application of Listing Rules on ESG Subject Areas

	This study is focus on Appendix 14 (“CG Code”) and Appendix 27 (“ESG Reporting Guide”) to the Listing Rules. The CG Code and ESG Reporting Guide comprise two levels of disclosure obligations: (a) the mandatory requirements for disclosure in an issuer’s CG report and ESG report; and (b) “comply or explain” provisions. An overview of ESG subject areas is presented in Figure 7 (HKEx, 2023).

Figure 7 – An Overview of ESG Subject Areas
[image: ]
2.7	Application of UN’s SDGs

The SDGs are a collection of 17 goals and 169 targets (see Figure 8 with description) aiming to achieve a better and more sustainable future for everyone by 2030, taking into account of balancing environmental, social and economic sustainability. However, many SDGs are interlinked, raising the critical need to identify trade-offs and co-benefits (see Figure 9) (United Nations, 2023). Resulting therefrom, it is necessary to map 17 goals against the three broad categories of ESG (see Figure 10) for examining the synergies between the goals. 

Figure 8 – SDGs

[image: Sustainable Development Goals]
Source: United Nations (2023).
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Source: United Nations (2023).



Figure 9 – The Interlinked Nature of the SDGs

[image: ]

Visualisation of SDG interlinkages based on shares of positive correlations between the goals.

Source: Eurostat (2023).
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Visualisation of SDG interlinkages based on shares of negative correlations between the goals.

Source: Eurostat (2023).






Figure 10 – SDGs Mapped Against ESG Categories
[image: ]
Source: Ocean Prosperity Company Limited (2023).









2.8	Empirical Literature Review and Hypotheses Development

	With reference to the above-mentioned literature review and for the purpose of the design of questionnaire to meet the research objective and purpose, the writer presents the proposed conceptual framework in Figure 11 which synthesise various arguments and findings of prior research. This research focused on the examination of the impact of CG characteristics in respect of the Board size and CEO duality on CSR performance in terms of four dimensions: social stakeholders and non-social stakeholders (including the natural environment and future generations); employees; customers; and government.

	This study proposed that the Board size and CEO duality characteristics have significant effects on CSR performance.

Figure 11 – The Proposed Conceptual Framework
[image: ]


3	RESEARCH STRATEGY AND METHODOLOGIES 

3.1	Quantitative Research Design 

Writer adopted a combination of deductive and inductive approaches. Writer employed the positivism paradigm a long with a deductive approach as a ground in presenting key influencing factors centred on deficiencies in the existing literature and evidence in objective statistics for HK Listed Corporations context. Coupled with using (a) questionnaire to collect data; and (b) descriptive statistics and inferential statistics to describe and analyse (i.e. through hypotheses testing) the responses respectively, writer has developed a reliable questionnaire and analysed the research issues as demonstrated by the case study towards contributing to the specified research objective and purpose (including the development of a new thinking or knowledge on research field, or generating recommendation), and investigating the identified research problems.

Hence, both induction and deduction processes are always involved in the research simultaneously and they are linked research approaches (Popper, 1972; Strauss, 1987; Richards, 1993; Miles and Huberman, 1994, cited in Perry and Jensen, 2001). Parkhe urges that pure induction with no prior theory might prevent the researcher from benefiting from existing theory, just as pure deduction might prevent the development of new and useful theory. Thus, extreme approach is unnecessary and ongoing theory advancement requires interplay between these two processes (1993, cited in Perry and Jensen, 2001).

This study was segregated into two phases. Firstly, writer invited experts from the research field to review the initial generated items for questionnaire. Secondly, writer tested the revised items with a sample of 31 HK Listed Corporations, and examined the reliability of each construct scale and questionnaire.

	Ethical issues have been addressed throughout the entire research process, starting from the pre-research stage and continuing until the completion of the data analysis process, such as, inter alia, (a) for experts review, gave credit for inclusion of validation items; (b) for online survey which was anonymous for guarantee the confidentiality of all data collected, informed participants that their participation on this research in voluntary; and informed the purpose and the use of research data, and all email contacts and data collected would be deleted 3 months upon the submission of research project to the university of which research data would be presented in anonymous form; and (c) report the comprehensive results honestly with appropriate language, and avoid plagiarize.

3.2	Items Development and Items Revision based on Experts Review Feedback

3.2.1	Figure 12 – Initial Item Pool and Scales for Questionnaire 

	A
	Items for CG Characteristics (N1)
	Sources

	Q 
	Demographic Profile of Survey Participant   
	Society of Corporate Secretaries and Governance of Professionals and Deloitte Development LLC (2014).

	1
	Position of the subject.
	Hambrick and Mason (1984);
HKEx (2023).

	2
	Department of the subject.
	Hambrick and Mason (1984);
HKEx (2023).

	3
	Company industry.
	Hang Seng Indexes Company Limited (2023).

	4
	The company size that measured by the company’s market capitalisation.
	Davis (1973).

	5
	The Board size.
	Zahra and Pearce II (1989);
Siciliano (1996);
Maclagan (1998);
Hillman and Keim (2001);
Kassinis and Vafeas (2002);
Hermalin and Weisbach (2003);
Carter et al. (2010);
De Villiers, Naiker and Van Staden (2011);
Post, Rahman and Rubow (2011);
Ntim and Soobaroyen (2013);
Barakat (2014);
Rao and Tilt (2015);
Cook and Glass (2018);
Chams and García-Blandon (2019);
Endo (2020);
Olthuis and van den Oever (2020).

	6
	The percentage of women directors on Board.
	Setó-Pamies (2015); 
Hyun et al. (2016).

	7
	The independency of Board Chairman.
	Jizi et al. (2013); 
Amran, Lee and Devi (2014);
Liao, Luo and Tang (2015).

	8
	The percentage of independent directors on Board.
	Jizi et al. (2013); 
Amran, Lee and Devi (2014);
Liao, Luo and Tang (2015).

	9
	The age of the youngest director currently serving on Board.
	Post, Rahman and Rubow (2011); 
Hafsi and Turgut, 2012.

	10
	Board leadership structure: 
Board Chairman and CEO roles are separated; or
CEO duality.
	McKendall, Sánchez and Sicilian (1999);
Surroca and Tribo (2008);
Lattemann et al. (2009);
Galbreath (2010);
De Villiers, Naiker and Van Staden (2011);
Paek et al. (2013);
Muttakin and Subramaniam (2015);
McGuinness, Vieito and Wang (2017);
Chams and García-Blandon (2019);
Naciti (2019);
Shahbaz et al. (2020);
Andanawarih, Restuningdiah and Sidharta (2021).

	11
	Involvement of Board and/or Board-level committee in the oversight of the company’s CSR effort.
	Hambrick and Mason (1984);
Tricker (1994); 
Kendall (1999); 
MacMillan et al. (2004);
Huse (2005); 
Van den Berghe and Louche (2005); 
Elkington (2006);
ISO (2010); 
Rupley, Brown and Marshall (2012); 
Pucheta-Martínez and Gallego-Álvarez (2019);
HKEx (2023).





	B
	Items for CSR Performance (N2)
	Sources

	Factor 1
	CSR to social and non-social stakeholders
	Turker (2009).

	Q1
	Our company participates in activities which aim to protect and improve the quality of the natural environment.
	Elkington (1997);
Hancock (2005);
Turker (2009);
ISO (2010);
United Nations (2023);
HKEx (2023).

	Q2
	Our company invests in the creation of a better life for future generations.
	Turker (2009);
United Nations (2023).

	Q3
	Our company implements special programs to minimise its negative impact on the natural environment.
	Elkington (1997);
Hancock (2005);
Turker (2009);
ISO (2010);
United Nations (2023);
HKEx (2023).

	Q4
	Our company strives for sustainable growth that takes into consideration of the well-being of future generations.
	Turker (2009);
United Nations (2023).

	Q5
	Our company supports non-governmental organisations working in problematic areas.
	[bookmark: _Hlk154270317]Davis (1960);
Friedman (1970b);

	Q6
	Our company contributes to campaigns and projects that promote the well-being of the society.
	Freeman (1984; 2002);
Carroll (1991);
Elkington (1997);

	Q7
	Our company encourages its employees to participate in voluntarily activities.
	Matten, Crane and Chapple (2003);

	Q8
	Our company emphasises the importance of its social responsibilities to the society.
	Crane and Matten (2004);
Hancock (2005);
Turker (2009);
ISO (2010);
United Nations (2023);
(HKEx, 2023).

	Factor 2
	CSR to employees
	Turker (2009).

	Q9
	Our company policies encourage the employees to develop their skills and careers.
	Matten, Crane and Chapple (2003);

	Q10
	The management of our company is primarily concerned with employees’ needs and wants. 
	Crane and Matten (2004);
Hancock (2005);

	Q11
	Our company implements flexible policies to provide a good work & life balance for its employees.
	Turker (2009);
ISO (2010);
United Nations (2023);

	Q12
	The managerial decisions related with the employees are usually fair.
	HKEx (2023).

	Q13
	Our company supports employees who want to pursue further education.
	

	Factor 3
	CSR to customers 
	Turker (2009).

	Q14
	Our company respects consumer rights beyond the legal requirements.
	Crane and Matten (2004);
Hancock (2005);

	Q15
	Our company provides full and accurate information about its products to its customers.
	Turker (2009);
ISO (2010);

	Q16
	Customer satisfaction is highly important for our company.
	United Nations (2023);
HKEx (2023).

	Factor 4
	CSR to government  
	Turker (2009).

	Q17
	Our company always fulfills its tax obligations by paying taxes in a timely manner.
	Carroll (1991);
Matten, Crane and Chapple 

	Q18
	Our company complies with all appliable laws and regulations in a diligent and timely manner.
	(2003);
Crane and Matten (2004);
Hancock (2005);
Turker (2009);
ISO (2010);
United Nations (2023);
HKEx (2023).






Notes:
Q: 	Question.
N1: 	The 11 close-ended questions used for measuring CG characteristics were referred to the Board practices survey questionnaire (Society of Corporate Secretaries and Governance of Professionals and Deloitte Development LLC, 2014) and the existing literature. Save for Q7 and Q11 whereby respondents have to select one-word answer “yes/no” (nominal scale), for the other 9 questions, respondents have to choose from a pre-defined set of multiple-choice answers.
N2:  	The 4 factors and 18 indicators (i.e questions) were based on the CSR scale developed by Turker (2009) for measuring the CSR performance and the existing literature. For Q1 to Q18, 5-point Likert scales were used to reflect respondents’ opinions or perceptions, ranging from (1) Strongly disagree; (2) Disagree; (3) Neither agree or disagree (i.e. Uncertain); (4) Agree; (5) Strongly agree. Each value on the scale represents a different level of that attribute (Likert, 1932). 

3.2.2	Figure 13 – Items Revision based on Review Feedback of Four (4) Experts

	No.
	Items 
(Before Revision)
	Issues identified by Experts
	Items
(After Revision)

	A
Q7
Q10
	“Chairman”
	Replace “Chairman” with “Chairperson” to avoid gender bias in writing as the Chairman of the Board can be woman. 
	“Chairperson”

	B
Q5
	“Our company supports non-governmental organisations working in problematic areas.”

	Make the sentence clearer by specifying provides support to non-governmental organisations that “operate in significant challenging projects” instead of “working in problematic areas” which may relate to the legality of such spheres.
	“Our company provides support to non-governmental organisations that operate in significant challenging projects.”


	B
Q7
	“Our company encourages its employees to participate in voluntarily activities.”

	Make the sentence clearer by specifying “volunteer works that enhance their commitment to social and environmental responsibilities and sustainability” instead of “voluntarily activities” which may not relate to social and environmental contribution activities.
	“Our company encourages its employees to participate in volunteer works that enhance their commitment to social and environmental responsibilities and sustainability.”

	B
Q10
	“The management of our company is primarily concerned with employees’ needs and wants.”

	Revise the sentence from a practical aspect for people management context in business environment as follows: 
use “has a high concern on understanding” instead of “is primarily concerned with”; replace “wants” with “desires”; and adding “for job satisfaction within the company”, being the ultimate objective of management that focus on this human relation factor.
	“The management of our company has a high concern on understanding the employees’ needs and desires for job satisfaction within the company.”


	B
Q11
	“Our company implements flexible policies to provide a good work & life balance for its employees.”

	Make the sentence clearer by using and focusing on “work arrangements” instead of “policies” which are widely expressed; and revising “provide a good work & life balance” to “promote a healthy work-life balance” which emphasising the promotion of workplace health.
	“Our company implements flexible work arrangements to promote a healthy work-life balance for its employees.”


	B
Q12
	“The managerial decisions related with the employees are usually fair.”

	Add “and equitable” for a comprehensive term, i.e. fair and equitable.
	The managerial decisions related with the employees are usually fair and equitable.



Writer has invited four experts from CG and CSR fields to review the initial item pool for questionnaire (see Figure 12) of which two are senior professionals from The Hong Kong Chartered Governance Institute, and the other two are senior practitioners from HK listed corporations. After having a series of discussions between the writer and the relevant experts in respect of their comments or opinions based on both the practical and legal perspectives, the final decision on revision of items are presented in Figure 13. Initial determined scales remain unchanged.

3.3	Research Approach, Research Method, and Sampling

Based on the research design described in the above item 3.1, writer selected case study approach whereby cases could be studied empirically and scientifically through a pre-defined set of responses set out in the newly developed and pilot test questionnaire with objective opinion or perception for the impact of CG (particularly, the Board size and CEO duality characteristics) on CSR performance (particularly, the social and environmental performances). The designed questionnaire has two components: (a) deciding what to measure (see Figure 12 for item pool and scale); and (b) designing questions (see Figures 12 and 13 for item pool and items revision after experts review, respectively) and testing questions that would be good measures (see Figures 14, 15, 16 and 17).

Pilot testing of a questionnaire was crucial for enhancing the quality and effectiveness of the research instrument. Writer could make necessary improvements through (a) identifying potential issues or shortcomings in the questionnaire from the feedback of pilot test respondents (i.e. evaluation of response patterns); (b) refining questionnaire for clarity, comprehensibility, and overall effectiveness; and (c) eliminating measurement errors and increasing the accuracy of data collection. Thus, increase the validity and reliability of the instrument which ultimately enhance the validity of this study. Furthermore, adjustments could be made to ensure the questionnaire was appropriately structured and manageable for participants. In relation thereto, writer could ensure that the questionnaire was well-suited for the research objectives and the subsequent full research in terms of adequately collect the information required to answer the research questions, and instrument items along with scale options were relevant and meaningful for empirical and scientific study. 

Data were collected from a sample of 31 HK Listed Corporations, being 31 units of analysis from the SEHK main board listed corporation’s population of interest that meet the minimum sample size as recommended by Johanson and Brooks (2010) for this pilot study with the purpose of preliminary survey and/or scale development. 

Writer adopted a purposeful sampling (i.e. the samples were HK Listed Corporations and subjects were key informants for the specified research problems and questions). Other applicable types of sampling were (a) convenience sampling – approaching sample(s) through writer’s personal connection or network in workplace which was easily accessible; and (b) snowball or chain sampling – approaching sample(s) through the writer’s social network which ultimately gaining access to the key informants (Creswell and Poth, 2018). Therefore, the sample boundary would not be pre-categorised into the type of industries and the company size. 















4	RESULTS

4.1	Figure 14 - Pilot Survey Respondent Profile and CG Characteristics (n = 31)
[image: ]
A total of 31 HK Listed Corporations completed the pilot questionnaire. More than half of the subjects were at management level (54.8%) and subjects from company secretarial department recorded the highest participation rate (67.7%), whereas subject from Board office was only 1 person (3.2%). The second larger subject pool was senior management (35.5%) and subjects from legal/ compliance/ policy department recorded the second highest participation rate (22.6%). Most of the respondents were from consumer discretionary industry (35.5%), followed by industrial (16.1%), properties & construction (12.9%) and utilities (12.9%) industries. The sample pool consisted less participants from financials (6.5%) and healthcare (6.5%) of which the lowest were from conglomerates, energy and information technologies industries (each presented by 3.2%). Responses from large and middle-market capitalisation companies were equal (41.9% for each category), and small market capitalisation companies recorded the lowest response rate (16.1%). 

In terms of Board structure, more than half of the respondents have (a) less than 10 directors on Board (i.e. 58.1%, whereas the remaining 41.9% recorded Board with 10 or more members); (b) women directors representing “25% or less” in total headcount at Board (i.e. 77.4%, whereas the remaining 22.6% representing “26% or more” category); (c) independent directors on Board that below majority headcount level (i.e. 71%, whereas the remaining 29% representing the higher side); (d) youngest directors with aged below 50 years (i.e. 77.4%, whereas the remaining 22.6% directors are over 50s); and (e) separation of the roles between Chairperson and CEO (i.e. 71%, whereas the remaining 29% have CEO duality characteristic). 

Furthermore, all respondents do not have independent Chairperson, and all their Board and/or Board-level committee have involved in the oversight of the company’s CSR effort and disclosure. For full research instrument, these two questions with 100% same answer (yes / no) could be removed as lack of variability. 







4.2	Figure 15 - Final CSR Performance Questionnaire Items (n = 31)
[image: ]

Notes:
n: Sample size
SD: Standard Deviation 
Min: Minimum
Max: Maximum 



[bookmark: _Hlk154495123]	Q11 under EE construct indicating the implementation of good work & life balance flexible policies as stipulated in the initial item pool (see Figure 12) has been removed from this final questionnaire as this construct recorded Cronbach’s α 0.64 which was below 0.7 (representing lower internal consistency) (George and Mallery, 2003). After removing such item, EE construct recorded Cronbach’s α 0.783 which was at acceptable level (George and Mallery, 2003). Apart from this, each construct of SE, CU and GO recorded Cronbach’s α of 0.865, 0.892 and 1.000 respectively (i.e. all more than 0.7). Cronbach’s α 1 indicated perfect internal consistency, thus, GO1 and GO2 were strongly correlated and contributed to a more reliable measurement of GO construct. The results indicated that this instrument was reliable (see Figure 15).
 
As regards means, SE3 and EE4 with means close to the middle of the scale (i.e. near 3 on a 5-point scale) could claim as good indicators as such questions were well-balanced and not biased towards one extreme or the other (both questions showing responses with minimum value of 2 “disagree” and maximum value of 5 “strongly agree”). This could be desirable because it allows for a more nuanced understanding of the topic being investigated. On the other hand, CU, CU1, CU2, CU3 with means near the extreme end of 5 were considered as less desirable questions which might due to response bias where respondents tended to favour one extreme of the scale with maximum value of 5 “strongly agree” (and minimum value of 3 “neither agree or disagree”) that could limit the variability perspectives, and validity and generalizability of the findings. However, in view of these four items were concerning CSR to customers which was a key criterion in the business environment for financial performance, therefore, such extreme mean scores alone were not sufficient to determine the quality of a research question.  

In respect of SD, SE3, SE4, EE4 with SD equal to 1 were considered as large variances spreading from the mean of a data set, and therefore regarded as good indicators (as compared with other values in the data set). These research questions were more variability and powerful as respondents’ responses were quite difference (all showing minimum value of 2 “disagree” and maximum value of 5 “strongly agree”) which was good for survey instrument development. On the other hand, SE7 and CU3 with SD lower than 0.4 might consider as low variances and less variability which could lead to removal from the instrument for full research.  

4.3	Hypotheses Testing - Independent Samples T-Test (n = 31)

4.3a	Figure 16 - Hypotheses Testing between Board Size characteristic and CSR Performance  

[image: ]

[image: ]

Writer used independent samples t-test to compare the means of two independent categories so as to measure if there is a significant impact of Board size characteristic on CSR performance. For analysis purpose, (a) Board size was grouped into two groups: less than 10 members, and 10 or more members; and (b) CSR performance areas were tested individually in terms of social and non-social stakeholders, employees, customers, and government against each group of Board Size.

The P-value of construct “CSR to social and non-social stakeholders” was less than 0.001 (below a chosen threshold of less than 0.05 – for validation of the above-mentioned hypotheses against the collected data) which indicated that this CSR construct (contained 8 indicators) was statistically significant predictions of the performance of CSR on social and non-social stakeholders aspect. This suggested that the collected data was unlikely to have occurred by chance alone under the null hypothesis. Thus, the result supported the idea of a real effect and writer rejected null hypothesis. 

Although the means derived from the tests of Board size against the CSR performance areas of employees, customers, and government were near to (or stronger than) the means derived from the tests of Board size against the CSR performance of social and non-social performance (i.e. mean values of 3.972 and 4.596 for Board size “less than 10 members” and “10 or more members” respectively, which considered as having a significant effect between each compared group), but all of the constructs “CSR to employees”, “CSR to customers” and “CSR to government” have P-value higher than a chosen threshold of p-value less than 0.05 which suggested that there were no statistically significant relationship occurred in the research findings. 

In summary, Board size characteristic had a significant effect on one of the CSR performance areas, specifically the social and non-social stakeholders aspect. 

















4.3b	Figure 17 - Hypothesis Testing between CEO Duality characteristic and CSR Performance
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Writer used independent samples t-test to compare the means of two independent categories so as to measure if there is a significant impact of CEO-duality characteristic on CSR performance. For analysis purpose, (a) CEO-duality was grouped into two groups: Chairperson and CEO roles are separated, and Chairperson and CEO roles are combined; and (b) CSR performance areas were tested individually in terms of social and non-social stakeholders, employees, customers, and government against each group of CEO-duality.

Since all of the constructs “CSR to social and non-social stakeholders”, “CSR to employees”, “CSR to customers” and “CSR to government” generated P-value higher than a chosen threshold of p-value less than 0.05, this suggested that the collected data could reasonably occurred by chance alone under the null hypothesis, and there was no statistically significant relationship occurred in the research findings. 

4.3c	Presentation of Findings Hypotheses for the Impact of Board Size and CEO Duality Characteristics on CSR Performance of HK Listed Corporations 

[bookmark: _Hlk154495162]In conclusion, based on the tested results shown on Figures 16 and 17, only Board size characteristic had a significant effect on one of the CSR performance areas, specifically the social and non-social stakeholders aspect. CEO duality characteristic had no impact on CSR performance.

Figure 18 – Table for Research Finding Hypotheses 

	
	CG 
Characteristics 
	Support or Unsupported
Existing Literature 
	CSR Performance 

	1
	Board size
	Support 
	CSR to social and non-social stakeholders

	
	
	Unsupported
	CSR to employees

	
	
	Unsupported
	CSR to customers

	
	
	Unsupported
	CSR to government

	2
	CEO duality
	Unsupported
	CSR to social and non-social stakeholders

	
	
	Unsupported
	CSR to employees

	
	
	Unsupported
	CSR to customers

	
	
	Unsupported
	CSR to government














5	DISCUSSIONS

	Based on the literature review, larger Board size can have a positive (or negative) significant effect on CSR performance. This research finding shown that Board size has a significant effect on performance of CSR to social and non-social stakeholders. This demonstrated that the opinion or perception about the impact of Board size characteristic on  CSR practices provided by samples in HK context was in line with theories and previous research conducted for different populations or contexts. 

	Additionally, with reference to the existing literature, CEO duality has a negative impact on CSR performance; and separation of CEO and Chairperson roles will have a positive impact on environmental and social practices (i.e. CSR to social and non-social stakeholders). Some researchers suggested that there is no significant relationship between CEO duality and CSR performance. This research finding revealed that there was no significant relationship between CEO duality (and also separation of Chairperson and CEO’s roles) and CSR performance. Hence, the gap occurred between the findings of this research and previous studies might be due to a smaller sample size of this pilot test which might not be a good representative sample.

	Among the four CSR constructs, based on the sequential order from the highest to lowest means shown on Figure 15, CSR to customers attained the highest CSR performance level (mean: 4.828), followed by CSR to government (mean: 4.516) and then, CSR to social and non-social stakeholders (mean: 4.234), and the lowest mean of 4.024 was from CSR to employees. Basically, all means were within value 4, no large variance range. Writer opined that, in general, survey samples considered CSR to customers was the utmost essential factor in the business environment for achieving economic (profit) performance, and long-term stability and continuity of business. CSR to government ranked the second important criterion because as public listed corporations, strict compliance with applicable laws and regulations are necessary to protect the company’s reputation (including the liabilities of the Board and key officers) and listing status at SEHK, and avoid reduction of the company’s share price (being an uncontrollable factor) that due to non-compliance of laws and regulations. CSR to social and non-social stakeholders ranked the third key criterion because this construct involved three broad categories of CSR agenda (i.e. natural environment, future generations, and society at large) and consisted of 8 indicators (out of 18 in total), whereby CSR practices on natural environment and society are current hot topics in globalisation context of which company could, inter alia, enhance its reputation in the market, and promote partnership and cooperation with other business entities at the global, national and local levels. For the time being, future generations agenda may be less popular. Due to the resource constraints that faced by all business corporations in HK and even in the global context, companies have no choice but to reduce their available resources or investments in CSR to employees. This argument was supported by the removal of Q11 (under the construct of CSR to employees) from final questionnaire (see description shown in Figure 15). 

[bookmark: _Hlk154495213]Writer claimed that the research findings were in line with (a) arguments made by Davis (1960) and Friedman (1962; 1970a; 1970b) where profit maximation or economic concern is the fundamental reason and crucial for the existence and continuity of business, and certainly formed part of key determinants for SusDev; and (b) writer’s decision on exclusion of  economic component from the measurement scale of CSR performance (as described in the above item 1.3). 

	Moreover, as presented in Figure 15, in terms of CSR performance in HK, SE1 (minimum value of 4 “agreed” and maximum value of 5 “strongly agree”) was better than SE2 (minimum value of 2 “disagree” and maximum value of 5 “strongly agree”). Whereas, in terms of survey instrument development, SE2 question (larger variance) was better quality than SE1 question. The above-mentioned scenario was just one of the examples shown on the results in Figure 15. 

This research results may cause different implications to CG and CSR researchers, scholars and practitioners. After all, it depends on their specific objective(s) as regards research, academic or commercial (business context) purpose. Different objective may trigger different opinion whether such particularly research question (and scale) is good quality or less desirable.

	



6	CONCLUSIONS

When CSR moved from theory to practice, it is considered as an essential actor in terms of corporate strategy. Developing comprehensive measures of multi-dimensional and numerous perspectives of CSR scale and activities for addressing CSR performance is a challenge for this study, and almost all literatures and previous studies have some limitations on CSR measurement. The main limitations of this study are, inter alia, (a) CSR and CG (including formulation of ESG framework) are part of strategic management, but most of the subjects are from management level instead of Board/CEO position (as decision-makers for corporate and business strategies), this may therefore affect the validity of research results due to bias responses; and (b) pilot test sample size may limit the variability and generalizability of the findings as compared to full research. 

Due to the changing nature of CSR performance and stakeholder concept, future research shall target perceptions of other stakeholders in HK context, and diverse demographics of respondents are needed to confirm the current scale structure and research findings.

The research results indicated that the pilot test instrument of this study is reliable, and only Board size characteristic has a significant effect on one of the CSR performance areas, specifically the social and non-social stakeholders aspect. CEO duality characteristic has no impact on CSR performance which unsupported the existing literature. Additionally, the findings are in line with some CSR scholars’ arguments (in general context) and writer’s perception (as CG and CSR practitioner in HK listed corporation where comment is referring to HK context) that most of business entities might still prioritise profit performance as main corporate objective as compared to social and environmental performance. 

Results findings can potentially create value to, and alert HK’s policy makers, CG/CSR/ESG/SusDev scholars, academicians and practitioners, and civil society organisations on the gap occurred between (a) the research results and (b) existing CG & CSR literatures, and the notion/objective of international standards of ISO 26000 (ISO, 2010) and the Global Goals. 
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