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Abstract: Corporate social responsibility (CSR) has increasingly become an
essential issue for corporations. Extensive research has investigated how
corporate governance (CG) mechanisms affect CSR with mixed results.
Specifically, the existing literature concerning this link in the important energy
industry is too sparse to provide meaningful insights. This study contributes to
CG and CSR literature by investigating the effects of the two major types of
corporate ownership [institutional blockholder ownership (IBO) and
managerial ownership] on a firm’s CSR performance in the US energy industry
and exploring the moderating role of product market competition in various
segments of this industry. The results show that both ownership types influence
a firm’s CSR performance but differently; and product market competition
moderates the relationship between IBO and CSR. This paper advances
theoretical understanding as well as provides practical implications for
corporate ownership structure design for the energy industry.
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1 Introduction

Over the last several decades, the expectations of what business should be responsible for
have changed substantially along with the growing awareness of customers and
consumers regarding the adverse effects some corporations produced on the environment
and society. One that particularly faces this challenge is the energy industry due to its
sensitivity to the environment (Aggerholm and Trapp, 2014) and certain unethical
practices revealed in this sector (Lu et al., 2019). Furthermore, the recent significant
growth of the energy industry due to the continuously rising electricity demand has
linked this industry to the primary sources of air and water pollution. Facing these
increased challenges, several international agencies and regulatory bodies have requested
corporations for a new approach to business (Baghuis, 2018). This phenomenon spawned
the growing alertness to enforce the environmentally challenged energy firms to practice
in socially responsible ways (Broker et al., 2019; Shahbaz et al., 2020; Szczepankiewicz
and Mucko, 2016). Furthermore, the role of energy firms and their approach to energy
transformation as defined by the International Renewable Energy Agency (IRENA) in the
context of geopolitics placed this industry at the forefront of today’s corporate social
responsibility (CSR) discussions.

To maintain the social license to operate, to safeguard the corporate reputation, and
remain competitive, many energy firms have adopted the CSR framework to comply with
the local and international regulations. CSR is defined as “the social responsibility of
business encompasses the economic, legal, ethical, and philanthropic expectations that
society has of organisations at a given point in time” [Carroll, (1991), p.283]. Thus, the
adoption of CSR by various corporations, including energy firms, is a way to respond to
the growing social expectation, improve ethical standards and accountability, mitigate
potential risks, and pursue positive social impact (Pegg, 2012).

Extensive academic studies have explored the determinants behind CSR
implementation in industries (Arena et al., 2018), including those in the energy industry,
such as the mining, oil and utility firms (Agudelo et al., 2020; Stjepcevic and Siksnelyte,
2017). One of the areas that have attracted academics’ attention is the role of the
corporate governance (CG) mechanisms in improving a firm’s CSR performance (Chan
et al., 2014; Del Mar Miras-Rodriguez et al., 2018; Sanan, 2018; Shin et al., 2012). CG is
vital in creating a system of policies and procedures that guide how a firm operates (e.g.,
establishing effective control, maintaining accountability, and aligning the interest of all
its stakeholders) to set and achieve business objectives. Among the CG mechanisms, firm
ownership is regarded as an increasingly influential form, essential to govern the actions
of managers and constitutes both the internal and external control mechanism (Connelly
et al., 2010; Edmans and Manso, 2011).

Prior research shows the ownership structures have a significant impact on
organisational decisions (Connelly et al., 2010; Shi et al., 2017) and major shareholders,
such as insider or outside major institutional owners have been suggested to affect the
firm’s social engagement (Arora and Dharwadkar, 2011; Oh et al., 2017). It is expected
that different owners have different attitudes towards CSR engagement because of their
different motivations and time horizons for corporate decisions (Dakhli, 2021). For
example, unlike managerial ownership (MO), institutional owners are dominant market
players, and they are known to improve resource allocation efficiency, promote
management accountability, and aid decision-making that can be justified to the
shareholders (Aguilar, 2013). Nevertheless, the empirical evidence on the extent to which
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the ownership structure affect CSR is not only mixed but also not sufficiently explored
(Chen et al., 2019; Dam and Scholtens, 2012; Oh et al., 2017; Zaid et al., 2020).

So far, the extant research assumes a simplified view of governance mechanisms
across industries; the current knowledge is somewhat limited towards intervening
variables (e.g., economic situation, environment, etc.) that weaken or strengthen the
potential effects (Miras-Rodriguez et al., 2019; Endrikat et al., 2020). It is also surprising
to see that the literature concerning the impact of the CG mechanisms on a firm’s CSR
performance in the energy sector is sparse, given the occurrence of several large-scale
energy industry scandals in recent years (Shahbaz et al., 2020). During a virtual
roundtable hosted by the Energy Council and attended by leading figures across the
energy, finance and investment sectors in the summer of 2021, a discussion was
conducted on how CSR goals can be achieved in the energy sector; the investors
continued to criticise the energy companies’ pervasive use of ‘greenwashing’ strategy
without being progressive in the real action (DWF LLP, 2021). Due to the energy
industry’s substantial and lasting impact on economics, environment, society and the
current ongoing energy crisis, a better understanding of the relationship between CG and
energy firms’ CSR performance has become more critical. Effective internal and external
governance mechanisms can help energy firms formulate the important CSR policies and
strategies while genuinely monitoring their implementations (Grougiou et al., 2016;
Rekker et al., 2014).

This research aims to investigate not only the direct effects of ownership structure on
CSR performance in the context of the US energy industry but also advances the
theoretical explanation by proposing the link between the ownership structure and firm
CSR performance with product market competition of the industry segments (ISs) as the
moderator. A higher level of marketplace competitive intensity can contribute to
environmental hostility and substantially influence a firm’s behaviour by the actions and
contingencies undertaken by its competitors (Dess and Beard, 1984; Zahra and Covin,
1995).

This study investigates the relationship between the ownership structure and a firm’s
CSR performance in the energy sector; specifically, the institutional blockholder, is used
as the proxy representing the outside monitoring mechanism, while the MO is used as the
proxy as the insider incentive alignment mechanism (Choi et al., 2020; Oh et al., 2016).
More importantly, these effects are further examined in the context of product market
competition in the various segments of the energy industry based on their different
products or services. This helps us understand the market competition as the contingency
that may weaken or strengthen the potential effects of the ownership structure on a firm’s
CSR performance. Prior research has demonstrated that product market competition can
affect the relationship between CG and the firm financial performance (Ammann and
Oesch, 2013; Giroud and Mueller, 2010; Singla and Singh, 2019).

This study contributes to the general CG and CSR literature by not only
demonstrating the positive linear relationship between the institutional blockholders
ownership and CSR, but also revealing a novel curvilinear relationship between MO and
CSR performance, which is in contrast to the existing literature. Further, this paper also
makes a novel contribution to the literature that it explores importance of market
competition’s impact on ownership and CSR. Overall, the findings provide insights for
the policy makers and energy industry regarding the design of ownership structure in
order to improve a firm’s CSR and long-term sustainability.
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The rest of this paper is organised as follows. Section 2 reviews the related literature,
underlines the theoretical approach, and presents the hypotheses formulation. The
research methodology is presented in Section 3, followed by the findings and discussions,
and then the paper concludes with implications, limitations, and future studies.

2 Literature review and hypotheses development

2.1 CG and CSR in the energy industry

The energy industry is vital to economic and social development and environmental
sustainability. Prior research has investigated key determinants that drive CSR in this
sector (Agudelo et al., 2020; Hughey and Sulkowski, 2012). These determinants include
corporate culture, business strategy, profit-seeking, risk prevention of financial liability,
reputation management (De Roeck and Delobbe, 2012; Kucharska and Kowalczyk, 2019;
Ozciire et al., 2015; Septlveda and Mendizabal, 2011) as well as competition, regulatory
compliance, environmental impact, and social engagement (Bashtovaya, 2014; Lu et al.,
2019). Studies found that the energy companies that genuinely understand CSR and fully
exploit its potential benefits tend to have successful CSR implementation. They believe
that meeting society’s expectations may reap benefits for long-term success (Arena et al.,
2018; Heard et al., 2017). These important determinants suggest that energy firms have
the moral responsibility and business interests to rise to the CSR challenges when
engaging with multiple stakeholders (Stjepcevic and Siksnelyte, 2017).

The CG mechanisms are the very foundation affecting how a firm operates; they
drive the above-mentioned key aspects of a firm, such as the formulation and
implementation of the corporate culture, business strategy, risk management, regulatory
compliance, etc. In recent years, examining the effect of the CG mechanisms on a firm’s
CSR practices in the energy sector has attracted the growing attention of academics
(Chan et al., 2014; Del Mar Miras-Rodriguez et al., 2018). However, the empirical
evidence is limited to address the energy sector’s CSR performance beyond the CSR
reporting from the CG perspective (Shahbaz et al., 2020). Although disclosing a firm’s
social and environmental data is a critical move towards the right direction, examining
how the governance mechanism impacts firms’ eventual CSR performance has become
more significant.

The CG system constitutes various mechanisms, including oversight in areas where
there are conflicts of interest among major stakeholders, such as the election of the
directors, the supervision of CEO pays, and the overall firm structure and strategies.
Three categories of CG variables have been found to impact firm performance in US
corporations: the ownership structure, the board of directors’ characteristics, and the
executives’ compensation (Hu et al., 2018). Therefore, establishing an effective CG
framework is the foundation for a firm to properly formulate the CSR policies and
monitor the subsequent implementations (Block and Wagner, 2014; Brammer and
Pavelin, 2004).

2.2 Ownership structure and CSR

Every business organisation may suffer from agency problems in the relationship
between the business principals and the managers in various shapes and forms. Berle and
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Means (1932) provided the foundation to study the issues associated with the separation
of the ownership and the management and demonstrated that the ownership structure of
the US-listed firms was dispersed already at the dawn of the 20th century. In addition,
recent studies also showed the listed companies in non-Anglo-American countries were
usually controlled by large shareholders (Aslan and Kumar, 2014). The understanding of
this phenomenon is the basis of Jensen and Meckling’s (1976) development of agency
theory, which suggested that the business owners and the managers often had a conflict
of interests. Thus, establishing and applying CG mechanism, including the monitoring
role of major shareholders, independent board of directors and appropriately incentivising
management with stock ownership and compensation structure, are all essential to help
minimise the principal-agent problem and ensure the alignment of interests between the
two sides.

The ownership structure determines which party has the ultimate decision-making
power in the firm (Zattoni, 2011). The dominant shareholders have the power to address
opportunistic behaviour by the firm’s top management and expropriate minority
shareholders (Kumar and Zattoni, 2015). Firm ownership structure associates closely
with the decisions made by managers regarding the operations practices and the corporate
strategies such as information disclosure, foreign direct investment, technology
innovation or R&D investment, etc. (Bushee, 2004; Bhaumik et al., 2010; Gu et al., 2019;
Shin and Park, 2020).

Various investors own firms, and large shareholders of listed companies may vary
across countries (Zattoni and Judge, 2012). If the ownership concentration decides the
power of the shareholders vs. the managers, then these shareholders’ identities affect the
interest and the decision-making pertaining to the firm’s operations practices and
corporate strategies. Hence, both the shareholders’ concentration and identity play a
relevant role in CG studies (Connelly et al., 2010; Dam and Scholtens, 2012, Kumar and
Zattoni, 2015; Oh et al., 2017). The governance scholars have studied both the effects of
the ownership concentration and the identity of large shareholders on firm performance
(Carney et al., 2019; Lin and Fu, 2017; Mallin, 2008; Zhang et al., 2014). Despite this
large number of studies, not only the debate on the relationship between the ownership
concentration and firm performance is still open (Kumar and Zattoni, 2019), the
relationship between the types of major shareholders and firm performance is complex
and depends on the context (Jin and Park, 2015).

On the one hand, the top management team’s decision-making needs to consider the
impact of these decisions on the corporation’s financial performance. On the other hand,
a firms’ long-term ability to face various challenges and manage its standing in the global
environment is an essential part of this decision-making as well. In recent years, a vital
aspect of its management concerns the stakeholders’ perception of whether an
organisation cares for social and environmental values other than its financial profit. The
CSR rating has become an essential measure for assessing a firm’s long-term success.

The agency theory indicates that main shareholders have both the incentive and the
power to monitor the firm’s top management team concerning the operations to maximise
their financial outcomes while incurring the agency cost (Eisenhardt, 1989; Jensen and
Meckling, 1976). It was reported that institutional ownership, defined as the amount of a
company’s available stock owned by mutual or pension funds, insurance companies,
investment firms, private foundations, endowments, or other large entities that manage
funds on behalf of others, is the largest category of shareholders in most countries (Dam



216 V.C. Gu

and Scholterns, 2012). It is measured by the number of shares held by the active
institutional investors divided by the total number of shares outstanding in the firm. Thus,
the level of monitoring in a firm could be driven by how much each institution owns. The
extent of institutional ownership has grown substantially in recent years; According to
Blume and Keim (2012), institutional ownership in equities has reached 67% by the end
of 2010 in the US financial markets, yet this number has increased to 80% in 2017
(Pensions & Investment, 2017). Although major outsiders such as institutional
blockholders have their representatives on the board, extant research demonstrates that
directors’ long tenure or their social ties developed with the top management likely
impact their independency in decision-making (Cullinan et al., 2019; Kramarz and
Thesmar, 2013). Therefore, vigilant monitoring by large shareholders such as these
institutional blockholders on management is still important to effectively rein in the
managerial self-interested actions, and promote long-term CSR performance. Nowadays,
these large institutional shareholders have become increasingly vocal and more actively
involved in the firms’ major decision-making process. They present sharcholder
proposals and negotiate with the top management team, directly affecting the corporate
strategic and operational directions leading to better financial outcomes (Chen et al.,
2020; Del Guercio and Hawkinds, 1999).

Benamraoui et al. (2019) indicated that the outside blockholders, such as those major
institutional blockholders, were key determinants in explaining future firm performance.
However, the question about whether the enhanced financial performance has led to
better CSR performance lacks a conclusive answer (Saeidi et al., 2015). Moreover, the
relationship between the CG mechanisms and CSR performance lacks clarity (Oh et al.,
2018). The empirical results regarding the influence of the institutional shareholders on a
firm’s CSR performance are inconclusive (Oh et al., 2017; Choi et al., 2020). Some
found a positive effect, including some of the most recent published studies, suggesting a
high level of monitoring by the major shareholders may lead to a better CSR performance
(Chen et al., 2020; Erhemjamts and Huang, 2019; Kim et al., 2019; Oh et al., 2011; Sethi,
2005). However, others have found no systematic impact (Barnea and Rubin, 2010;
Brown et al.,, 2006; Dam and Scholtens, 2012); or a negative effect (Arora and
Dharwadkar, 2011; Ducassy and Montandrau, 2015; Walls et al., 2012).

According to Bushee et al. (2014), the institutional investors should not be viewed as
a homogenous group since some may hold a long-term perspective while others have a
short-term view, they may exert different kinds of impact on a firm’s CSR performance
(Erhemjamts and Huang, 2019; Kim et al., 2019). Thus, this study goes beyond using the
focal point of institutional ownership in general and focuses on the group of institutional
investors who hold at least 5% of the ownership, a.k.a., the institutional blockholder, to
represent the key monitoring role of the outside ownership due to its apparent importance
to the firms (Dam and Scholterns, 2012, Choi et al., 2020). The institutional blockholders
in firms would find it costly to quickly liquidate their positions during any corporate
scandal. In fact, according to De Jong et al. (2017), about 50% of the large shareholders
of firms have established and maintained block holding positions for more than a decade.
These blockholders operate as the stakeholders with a long-term strategic interest in a
company and have the voting power to look beyond quick returns and stimulate firms to
value financial stability and are primarily motivated to create long-term value. These
long-term investors are more likely to participate and monitor a firm’s decision-making
on formulating and implementing CSR strategies (Erhemjamts and Huang, 2019). Shu
and Chiang (2020) suggested that institutional blockholders enhanced the monitoring
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effectiveness and encourage firms to engage in CSR. Thus, it is to conjecture that in the
US energy sector, the institutional blockholders may hold a long-term view and either
actively or passively promote an energy firms’ strategic CSR policies formulation and
implementation. The institutional investors who are easily trigged to short-term thinking
by periodic benchmarking of a company’s financial performance will likely hold back
from establishing a block holding position in the energy companies. Admati and
Pfleiderer (2009) and Edmans (2009) both pointed out that even if a small blockholder
could not exercise successful intervention even with their expertise, the management
understands that the last resort the small blockholders can do is to sell their shares and
drive down the stock price to punish the manager ex-post; thus, overall the institutional
blockhoders would encourage the management to invest in long-term projects whether
through active monitoring or with the possibility of using the alternative channel of exit
mechanism which inducing management to maximise value ex-ante (Edmans and
Holderness, 2017), leading managers to be more engaged in CSR, to mitigate risks, and
maintain a firm’s long-term reputation and survival (Chen et al., 2007; Kim et al., 2019).

Based on the agency theory, when the top management is given the ownership, they
are incentivised to align their interest with other owners since they too become the firm’s
shareholders. A firm then could maximise its value via this alignment between the
interest of the agent and the interest of the principals (Eisenhardt, 1989; Jensen and
Meckling, 1976), and subsequently, to reduce the risk of short-term profit chasing, and
improve long-term CSR investment. Interestingly, much of the empirical findings do not
offer conclusive results regarding the relationship between MO and CSR. Some have
suggested a positive effect (Johnson and Greening, 1999; Kock et al., 2012), while many
other studies demonstrated a negative association between MO and CSR performance
(Barnea and Rubin, 2010; Arora and Dharwadkar, 2011; Oh et al., 2011; Dam and
Scholtens, 2012; Ongsakul et al., 2021). Some scholars argued that high-level MO might
cause a ‘management entrenchment’ problem and led to self-interest-seeking behaviour
and avoiding large investment in CSR (Shleifer and Vishney, 1997). A recent
investigation of institutional and insider ownership using a sample of US Fortune 1000
firms presented a complex picture with the across industries data. It showed that MO has
a U-shaped relationship with CSR stating that when the extent of MO increased from a
low to a moderate level, the managers are likely to become entrenched in self-seeking
behaviour; However, as the managers started to own substantially more shares, they were
more incentivised to align their interests with shareholders’ long-term perspective (Oh
etal., 2017).

Such inconsistencies are possibly resulted from the failure to account for various
heterogeneity issues in studying CSR, as different factors can affect this relationship
between the ownership structure and CSR in various organisations and industries. As
Ongsakul et al. (2021) suggested the presence of economic policy uncertainty may
impact the owner’s influence on CSR performance. Firms in different countries and
industries may encounter different economic and social policies at different periods. In
recent decades, organisations have faced more pressure and have substantially increased
the number of resources allocations to CSR activities (Barnea and Rubin, 2010; Aguilera
et al., 2007; Ducassy and Montandrau, 2015). The existing literature also suggests that
the companies from the industries considered to have more significant impact/risk tend to
have higher CSR scores than those from other industries. Firms with the most increased
environmental hazards, such as in mining, oil and gas, tobacco and electricity, forestry
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and paper sectors, tend to show their preferences for environmental policies and reports,
human rights, and stakeholder participation to demonstrate good faith in social
responsibility and environmental sustainability (Amor-Esteban et al., 2019). In this study,
based on the pronounced environmental and social impacts from the energy industry, it is
hypothesised that the relationship between the institutional blockholder ownership (IBO)
and a firm’s CSR performance is long-term and a positive one given the nature of the
blockholders’ investment perspective being different from the rest of the institutional
ownership. On the other hand, based on the findings from the literature, it is suspected
that the relationship between the MO and a firm’s CSR performance in the energy
industry might be more complex. Given the tenure of the executive management team are
more impacted by the financial performance than the long-term CSR performance in
general under the close watch of Wall Street, the management ownership may align with
the blockholders’ perspective and possibly be positively related to a firm’s CSR
performance when their ownership stake is low. Still, when the management ownership
stake grows higher with increased power and influence, the firms could experience
management entrenchment issues. The overall decision making may sway towards less
substantive investment in CSR, including developing new technologies for further waste
minimisation, toxic chemicals emission reduction, or clean energy development, while
leaning more on making symbolic CSR policies and achieving the short-term financial
performance with a ‘greenwashing’ attitude (Yu, 2020).

Drawing on both the agency theory and prior literature, the current study attempts
first to examine the influence of institutional blockholder and MOs on CSR performance
in the context of the US energy industry. Specifically, the following hypotheses are put
forth:

H1 The extent of IBO is positively associated with a firm’s CSR performance in the
energy industry.

H2 The extent of MO has a curvilinear relationship with a firm’s CSR performance in
the energy industry. The association goes from positive to negative as the MO stake
grows.

2.3 Product market competitions and CSR

Nowadays, CSR has become an increasingly prominent element of any social contract
between business and society. Corporate executives are mindful that the government
regulations, industry standards, and business stakeholders have different demands for
CSR in different industry sectors, and some are more stringent than others. The energy
industry in the US has various segments based on their different products or services,
ranging from electric power generation and distribution to natural gas extraction and
distribution, crude petroleum extraction to mining, etc. The firms in the various segments
of the US energy industry can be generally categorised into three large groups that face
competitions of different nature, hence, have different motivations to care for their CSR
performance.

2.3.1 The mining companies

The firms in this group began to realign themselves through a series of global initiatives
since 1992 to contribute to sustainable development under the United Nations Conference
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on Environment and Development in Rio (Dashwood, 2012) and have been adopting the
global standards of CSR. They compete for capital, and capital access is critical for their
survival and continued success. Moreover, they also need to address the recent changes in
the legal environment regarding the industry’s CSR engagement and are under
tremendous pressure to keep costs down (Frederiksen, 2018). Therefore, the competition
among these firms may compel them to allocate resources on promoting CSR and
adopting advanced green-mining technology to minimise mine waste to alleviate the
environmental concerns and help secure any new or maintain continued capital access.

2.3.2 The oil and gas companies

The oil and gas companies’ competition is not only based on their capabilities and the
intellectual properties of certain proprietary technologies for finding oil and gas and
extracting them, but also on their reputations (Garcia et al., 2014). These firms are often
painted as the dirtiest group within the energy industry; they face ever-growing stringent
government regulations worldwide and the lingering social stigma stemming from the
infamous social and environmental scandals in recent history. The oil and gas companies
have to face the sustainability challenge and be socially mindful. Thus, the competition
pushes these firms to step up their environmental and social commitments. The industry
report from the year 2018 suggests that the US top oil and gas companies only spent 1%
of their combined budget on green energy schemes and were vastly outpaced by their
European counterparts (Bousso, 2018). However, following the recent Paris Agreement,
the growing concerns about climate change may provide more reasons for these
companies to invest in renewable technologies while adapting to the newly emerging
realities of the global energy landscape to preserve its legitimacy and improve social
standing (Murray, 2018).

2.3.3 The utilities companies

The utility business companies that provide electricity transmission and energy
distribution to cities and towns encounter the government clean air acts mandate to
reduce carbon emissions. They are under pressure from the shareholders and consumers
to focus on sustainable practices and renewable energy sources. In addition, the
emergence of Prosumers of energy, i.e., the people and the business installing solar arrays
or wind turbines, create a massive global shift and continues to put tremendous pressure
on these companies. While renewable energy is becoming cheaper, more demand for
cleaner energy needs to be met. Thus, the competition urges these firms to engage in
enhanced sustainable practices and invest in developing renewable energy sources to
meet the increased demand for alternative energy resources (Forbes, 2021).

Overall, whether these companies are engaged in mining, oil and gas, or in the utility
business, the competitions would undeniably prompt a more heightened awareness of the
CSR issues whether to acquire any new or maintain the continued capital access or
improve the legitimacy of the business or for meeting the growing demand for renewable
resources due to the increased consumer demand.

Today’s firms are more interested in adopting a CSR strategy and willing to make
CSR-favourable investment decisions. A firm with a good CSR strategy can also make
firms’ valuation more favourable in the long run in the investors’ stock assessments (Park
et al.,, 2017). As Fernandez-Kranz and Santal6 (2010) discovered that product market
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competition has a positive relationship with the widely-used CSR measures based on the
strategic view of CSR, competitions lead to value-enhancing ESG, and this insertion is
supported by many other researchers (Friede et al., 2015; Long et al., 2020; Platonova
et al., 2018). Dupire and M’Zali (2018) indicated that this positive impact varies with
industry specificities: The effect is more pronounced in business to consumer (B2C)
industries than in other sectors. On the other hand, product market competition is a
double-edged sword on CSR performance; some prior research suggests the altruistic
view of CSR, indicating that socially responsible firms are guided by their ethical
principles and willing to sacrifice profits for social interest (Elhauge, 2005). This strand
of research argues that intense competition deters firms from focusing on CSR (Baron,
2001; Gupta and Krishnamurti, 2018). By analysing data from 37 countries across the
industries, Muhmad et al. (2021) show that the companies with higher product
competition have lowers ESG scores. However, other studies suggest that the impact of
product market competition on corporate CSR varies depending on the different
countries’ economic status and environmental standards (Flammer, 2015; Lee et al.,
2018; Meng et al., 2016).

Economists believe in competition, as competition incentivises more innovation and
more efficient business operations (Nickell, 1996). Although pursuing socially
responsible behaviour incurs substantial costs for the firms, in a market like the USA or
other well-developed economies where social responsibility measures and the extent of
government intervention are different from many developing economies, the ‘invisible
hand’ has a prominent role affecting business and on the CSR issues (Kramer, 2007). The
negative exogenous events reported that associated with certain firms in recent history
cause considerable awareness among stakeholders about CSR issues and can become the
forces driving firms to realise that adopting a socially responsible act pays off in the US
market, as the investment in CSR is a trade-off between incurring higher operations cost
and long-term wise accumulating ethical capital for the firms (Leong and Yang, 2020).
Given that the US energy sector data contains firms in seven segments, and in recent
years are facing increased pressure from their stakeholders and regulators to improve
their act on the CSR issues, it is to conjecture that the competition would lead to the
increased strategic importance of having a better CSR performance. Thus, the following
hypothesis is put forward:

H3 The level of product market competition has a positive relationship with a firm’s
CSR performance in the US energy sector.

Moreover, drawing upon the impact of product market competition on a firm’s strategy
formulation (Porter and Van der Linde, 1995), researchers have demonstrated its
moderating effect on the relationship between CG and firm performance. Using an
international sample of 14 EU countries, the impact of CG on firm value was
demonstrated to be significantly increased in non-competitive industries only (Ammann
and Oesch, 2013) due to non-competitive market leading to more capital expenditures
and less diversification; A recent study specifically investigated the moderating effect of
product market competition on board monitoring, and firm value found that the
effectiveness of the board monitoring is weakened by the increased level of product
market competition (Singla and Singh, 2019). The institutional blockholders carry out
their monitoring role through direct intervention in a firm’s operations, as well as having
their representing board of directors to protect their interest. In an intensively competitive
market, not only the board monitoring effectiveness is weakened as suggested by Singla
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and Singh (2019), outsider owners would be more replying on the management in terms
of their industry expertise in managing operations to combat the competition. Therefore,
institutional blockholders’ ‘voice’ in intervening a firm’s operations would be less strong
comparing to in a less competitive market, where management has stronger voice in
firm’s decision making in an increased competitive product market. As prior studies
found that firms in competitive industries benefit less from good CG, while firms in
non-competitive industries benefit more (Giroud and Mueller, 2011; Mnasri and Ellouze,
2015).

In this study Herfindahl-Hirschman index (HHI) proposed by Giroud and Mueller
(2010) is adopted to depict the market competition of the various segments in the energy
industry based on the different products and services those firms provided. HHI is
well-grounded in industrial organisation theory. A higher HHI value suggests weaker
competition. It is calculated by summing up the squares of market share of each company
in each of the segment in the energy industry. Conceptually, the value of the index ranges
from 1 (least concentrated) to 10,000 (most concentrated). Theoretically when HHI is
10,000 suggesting there is only one company operating in the industry, a monopolistic
situation. Hence, a low HHI value specifies more market competition while a higher HHI
value indicates less competition and an increase in market power (Nasdaq Financial
Terms, n.d.). It is theorised that product market competition can affect both the
relationships; one is the relationship between IBO and a firm’s CSR performance. The
second is the relationship between MO and CSR performance. Specifically, the following
hypotheses can be put forth:

H4 Product market competition moderates the relationship between IBO and a firm’s
CSR performance. The effect of IBO on the firm’s CSR performance is lessened as
product market competition increases (i.e., when HHI decreases).

HS5 Product market competition moderates the relationship between MO and CSR
performance. The effect of MO on the firm’s CSR performance is strengthened as
product market competition increases (i.e., when HHI decreases).

The research model is presented in Figure 1.

Figure 1 Research model

Product market competition

H;
Institutional blockholder H, l Hy
ownership (IBO) Hs

Firm CSR performance
Managerial ownership /

MO) H,
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3 Research methodology

3.1 Data collection

The sample was gathered based on two criteria in this study. First, the US energy industry
is examined using NAICS Code 2211 for Electric Power Generation, Transmission and
Distribution, NAICS Code 2212 for Natural Gas Distribution and NAICS Code 2121 for
Coal Mining containing seven market segments. Second, the energy firms selected
reported the environmental, social, and governance (ESG) data during the 2015-2018
period from the Refinitiv ESG database, leading to a panel data of 119 firms and 476
observations. The demographic information is listed in Table 1. There are seven segments
of energy firms included in the sample data. Table 1 also shows that most firms (53%)
have more than 10,000 employees, while less than 21% have 5,000 or fewer employees.
The 2019 ESG data was also gathered due to the lag 1 (¢ — 1) effects of the independent,
moderating variables and control variables.

Table 1 Demographic information (n = 119)

# of firms % of firms
Type of energy firms (NASIC Code)
Other electric power generation (221,118) 25 21%
Electric power distribution (221,122) 11 9%
Natural gas distribution (221,210) 13 11%
Crude petroleum extraction (211,120) 41 34%
Natural gas extraction (211,130) 9 8%
Bituminous coal and lignite surface mining (212,111) 15 13%
Bituminous coal underground mining (212,112) 5 4%
Number of employees
Less than 5,000 21 18%
> 5,000-10,000 35 29%
More than 10,000 63 53%

3.2 Variables

3.2.1 Dependent variable

ESG is the dependent variable in this study. Although CSR and ESG are different
frameworks; CSR is used as an internal framework in companies to convey the values
and goals of the business concerning sustainability while ESG is used to measure of
assessment of sustainability quantitatively (O’Neill, 2022). Currently investors
increasingly use the ESG data in their portfolio analysis to identify financial risks and
growth opportunities (Limkriangkrai et al., 2017; Amel-Zadeh and Serafeim, 2018;
Duque-Grisales and Aguilera-Caracuel, 2019). In short, ESG is a collection of corporate
performance evaluation criteria that assess the robustness of a company’s governance
mechanisms and its ability to effectively manage its environmental and social impacts
(Gartner, 2023).
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The ESG data was collected from Refinitiv.! The composite ESG score is regarded as
an added value of CSR consisting of ESG aspects and is designed to measure a
company’s relative ESG performance, commitment, and effectiveness across ten main
themes (emissions, environmental product innovation, human rights, shareholders, etc.)
based on publicly reported data. Specifically, the governance pillar contains three
categories:

1 CSR strategy — measured by CSR strategy and ESG reporting and transparency.

2 Management — measured by structure (independence, diversity, committees) and
compensation.

3 Shareholders — measured by share rights and takeover defences.

Owner structure was not directly measured in deriving the governance pillar score or
overall ESG score. Overall, the value of the composite ESG index is between 0 and 100
generated from a weighted score of a firm’s strengths and weaknesses on both CG and
CSR strategies.

3.2.2 Independent variables

In this study, two aspects of the CG mechanisms (IBO and MO) were explored.
Following both Laidroo (2009) and Arora and Dharwadkar (2011), the IBO is derived
from the sum of the institution ownerships, with each owning larger than 5% shares in a
firm as they are more incentivised to pay attention to the firm’s business activities.
According to Arora and Dharwadkar (2011), MO promotes value-creating rather than
value-destroying behaviours for executives in a general sense (varies depending on the
short-term vs. the long-term value-seeking orientations). As such, MO is included as the
second independent variable. The percentage of stock owned by managers for the sample
(119 observations) was collected from the SEC’s annual proxy statements, which
provided the percentage of total shares outstanding held by the firm’s executives. Then
the firm-specific financial data was collected from the Compustat (Chen, 2008).

3.2.3 Moderating variable

Product market competition is the moderator in the research model. This is measured
using the HHI formula proposed by Giroud and Mueller (2010):

HHI; =" s (1)

where s;; is the market share of firm i in the IS j, (i.e., the total number of firms) in year ¢.
The market share is measured based on a firms’ annual sales from the COMPUSTAT
database. As a rule of thumb, a higher HHI implied weaker competition in that IS.

3.2.4 Control variables

IS (dummy variables), firm size (FS), (i.e., the number of employees) and leverage, (i.e.,
the ratio of the long-term debts to total equity) are employed as the control variables in
this study. As stated before, although the sample consists of firms in the energy sector as
a whole, there are seven different market segments where these firms compete depending
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on their different NASIC codes. As such, the market (IS) needs to be controlled in the
current study. While the FS is indicative of economic scale impacting both social and
environmental investments for the firm, leverage (LEV) is associated with unsystematic
risk (e.g., environmental regulatory changes). We used the logarithm of the number of
employees to avoid possible skewness and normality issues.

Table 2 Variable descriptions

Variable Type Descriptions

Industry Control variable Dummy variables, ranging from 1-7, represent seven

segment (IS) different segments of the US energy industry.

Firm size (FS)  Control variable FS is the natural log of the number of employees.

Leverage Control variable Leverage refers to the ratio of a company's debts to the

(LEV) value of its equity.

Institutional Independent Institutional blockholder is a major aspect of the CG

blockholder variable mechanisms. The IBO is derived from the sum of the

(IBO) institution ownerships.

Managerial Independent Managerial blockholder is a major aspect of the CG

blockholder variable mechanisms. MO is the percentage of shares held by the

MO) management who actively participate in corporate
decisions.

HHI index Moderating HHI Index stands for the Herfindahl-Hirschman index, a

variable commonly accepted measure of market concentration. The

HHI is calculated by squaring the market share of each
firm competing in the market and then summing the
resulting numbers. A higher HHI implied weaker
competition in that IS.
According to the US Department of Justice, any industry
with an HHI below 1,500 is considered a competitive
industry. Similarly, an HHI value between 1,500 and 2,500
denotes a moderately concentrated industry. Finally, an
industry with an HHI of 2,500 or more is designated a
highly concentrated industry.

IBOxHHI Interaction term  IBOxHHI is an interaction term between IBO (an
independent variable) and HHI (a moderating variable).

MOxHHI Interaction term  MOxHHI is an interaction term between MO (an
independent variable) and HHI (a moderating variable).

IBO? Quadric term IBO? is the quadric term of the independent variable (IBO)
for examining the curvilinearity.

MO? Quadric term MO? is the quadric term of the independent variable (IBO)
for examining the curvilinearity.

ESGScore Dependent ESG refers to a collection of corporate performance

variable evaluation criteria that assess the robustness of a

company’s governance mechanisms and its ability to
effectively manage its environmental and social impacts.
The ESG data in this study was collected from Refinitiv.
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3.3 Statistical analysis

Panel data analysis (Stata 15) was employed to test the hypotheses. For the panel
analyses method selection, the fixed effect model was employed in the study as the
fixed-effects estimator uses within variation (within the same firm, overtime) by using
time demeaned variables. The general panel data models can be rewritten as follows:

ESGy = By + BIBO;, + poMO;, + B3 FS; + By LEV;, + B5IS;, + o +uy, @)
ESGy = B + BIBO; + MO, + s HHI, + ByFSy + BsLEV, + BsISy + 0 +uy,  (3)

ESG;, = By + BIBO;; + B, MO;; + BsHHI; + B4IBOX HHI;,

4

+BsMOX HHI, + BoFSy + B LEV;, + R1S; + 0 +uy @

ESGy, = po + BIBO;, + MO, + 51BO;; + By HHI,;, + BsIBOX HHI; )
+,B6MO>< HHI; +ﬁ7ﬂ5FSit +ﬁ8LEVit +ﬂ9ISit +o; tuy

ESG,'t = ﬂ() +ﬂl[BOit +ﬂ2M0it +ﬁ3MOl% +ﬂ4HH1n« +ﬂ5lBOXHH1it (6)

+BsMOX HHI;, + B FSy + R LEV;, + BolS;; + 0o +uy

where i=1... N, t=1... T, [ is the constance, ¢; is the individual specific effect, and u;
is error terms.

While equation (2) represents the panel model containing two independent variables,
(i.e., IBO and MO), equation (3) is the panel model adding HHI as the third independent
variable (moderator). Equation (4) introduces the interaction terms between the two
independent variables and the moderator into the panel model. According to Oh et al.
(2017), the association between the IBO or MO with CSR tend to be curvilinear, a
quadric term of institutional block ownership (IBO?) in equation (5) or a quadric term of
MO (MO2) in equation (6) is added respectively to detect if these independent variables
are curvilinear.

Table 3 Descriptive statistics, normality and multicollinearity tests
Min. Max. Mean Median Star?dqm' Skewness Kurtosis VIF  Tolerance
deviation
IS+ 1 7 3.597 4 1.818 0.038 -0.925 3.103 0.322
FS 6.906 10.247 9.102 9.25 0.804 -0.872 0.176  2.683 0.373

LEV 3250 4.650 3911 3.750 0.423 0.035 -1.009 1.205  0.830
IBO  7.02% 48.49% 21.02% 18.16%  9.36% 1.114 0.456 3.033  0.330
MO 0.40% 1031% 2.73% 2.65% 1.54% 0.561 0.957 2703  0.370
HHI 665 5,633 2,459 1,320 1,742.285  0.838 -0.787 3.167  0.316

ESG 13 90 44.019 42 19.850 0.321 —0.941
score

Notes: IS — Dummy variables (1-7) are assigned based on seven NASIC codes;
FS — natural log of numbers of employee; LEV — leverage ratio; IBO — percentage
of ownership of institutional blockholder; MO — percentage of ownership of
insider blockholder; HHI — Herfindahl-Hirschman index (integer); ESG score is
between 1-100 (integer).
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3.4 Results

Table 3 shows the descriptive statistics, (i.e., minimum, maximum, mean, median, and
standard deviation) as well as normality and multicollinearity tests (i.e., skewness,
kurtosis, VIF, and tolerance). Results show that the average IBO in the energy industry is
21.02%, while MO represents an average of 2.73%. The mean ESG score is 44.02 with a
standard deviation of 19.85. The normality test results show that the values of skewness
range from —0.872 to 1.114 while values of kurtosis range from —1.009 to 0.957. Both
values are well within threshold range of between —2 and +2 for skewness and between
—7 and +7 (Hair et al., 2010). As such, the sample data of the current study is regarded as

normally distributed.

Table 4 Correlations (N = 476)

IS LEV 1BO MO HHI ESG score
IS 1
FS —0.537**
LEV —0.464**  0.583** 1
IBO —-0.007 -0.027 -0.035 1
MO —-0.045 —-0.033 0.032 —-0.063 1
HHI 0.153**  0.291**  0.237**  -0.003  -0.107* 1
ESG score -0.016 -0.021 -0.033  0.387**  —0.002 —-0.080 1
Notes: **Correlation is significant at the 0.01 level (two-tailed). *Correlation is
signification at the 0.05 level (two-tailed).
Table 5 Fixed-effects panel data analysis results — ESG
DV: ESG score Model 2 Model 3 Model 4 Model 5 Model 6
Constant 3.136%** 3.512%* 2.831** 3.917** 3.740%*
Firm size 0.215* 0.202* 0.201* 0.190* 0.196*
Leverage -0.127 -0.115 -0.133 -0.124 -0.102
Industry —-0.093 -0.075 —-0.092 —-0.107 —-0.091
Institutional blockholder 0.258** 0.217* 0.239%* 0.211* 0.237**
ownership (IBO)
Managerial ownership (MO) 0.053 0.068 0.083 0.101 0.181*
Herfindahl-Hirschman index —0.229%** —0.191* —0.181* -0.183*
(HHI)
IBO x HHI 0.202* 0.198* 0.223*
MO x HHI 0.104 0.129 0.074
IBO? 0.187*
MO? -0.201*
F 54.68 54.40 54.15 54.18 55.74
Prob. >F 0.0000 0.0000 0.0000 0.0000 0.0000
N 476 476 476 476 476

Notes: **Correlation is significant at the 0.01 level (two-tailed). *Correlation is
signification at the 0.05 level (two-tailed).
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Fixed-effects panel data analysis results — three pillars of ESG

Table 6
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Fixed-effects panel data analysis results — two industries

Table 7
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VIF factors were used for testing the multicollinearity. The values of VIF ranges from
1.205 to 3.167 below the default VIF cut-off value of 5 and as such there is no indication
of any multicollinearity issue. Table 4 present correlations of the independent variables
(i.e., the IBO and the MO), the moderating variable (HHI), the dependent variable (ESG
score), and the control variables (IS, FS, and leverage). The low correlation coefficients
among two independent variables and one moderating variable shown in the correlation
matrix (Table 4) also indicate no multicollinearity issue in the sample data since none of
these coefficients has exceeded 0.7 (Farrar and Glauber, 1967; Stewart, 1987).

As mentioned, the fixed-effects panel models were employed in the study. The results
are presented in Table 5, including five fixed-effects panel models. Model 2 shows the
results for the longitudinal regression with the two independent variables along with three
control variables, while in model 3, an additional variable (moderator) is included, and in
model 4, two interaction terms are added. To detect curvilinearity, in model 5 and model
6, the quadratic terms for IBO and MO were added, respectively. Results of model 5
show the coefficients of the linear term (IBO) and the quadratic term (IBO?) are both
positive and significant (0.211* and 0.187* respectively). Additionally, it is noticed that
the F-value difference between model 5 and model 4 is a mere 0.03. Therefore, it can be
concluded that model 5 is not significantly fitter than model 4. This indicates that adding
a quadratic term (IBO?) in model 5 does not result in a better fitted model than the linear
term (IBO) without the IBO? term in model 4. However, results of model 6 show the
coefficient of the linear term (MO) in the quadratic regression model is positive and
significant (o = 0.181, p < 0.05); while the coefficient of the quadratic term (MO?) is
negative and significant (Buo?> = —0.201, p < 0.05). Also, it is noticed that a drastic
improvement of fitness of model 6 as compared with model 4 pertaining to F-value
(difference between model 6 and model 4 is 1.59).

The results show that larger firms in the energy industry tend to have higher ESG
scores (frs = 0.196, p < 0.05) while there is no significant association between IS or
leverage, and the ESG scores. Table 6 (model 6) also provides hypotheses testing results.
The panel analysis results show that the coefficient of IBO is positive and significant
(Biso=0.237, p < 0.01) providing the support for Hypothesis 1 that ‘the extent of the IBO
is positively associated with the firm’s CSR performance in the energy industry’ (model
5 shown no curvilinear relationship as the coefficient of the IBO is positive and
significant Gigo = 0.211*, p < 0.05; and the coefficient of the quadratic term of IBO is
also positive and significant o> = 0.187, p < 0.05); For the H2, while the coefficient of
the MO is positive and significant (fuo = 0.181, p < 0.05) and the coefficient of the
quadratic term of MO is negative and significant (8o = —0.201, p < 0.05), indicating
that, Hypothesis 2 is supported suggesting that in the energy industry, the extent of the
MO has a curvilinear relationship rather than a linear relationship with the firm’s CSR
performance. The results also indicate the coefficient of HHI is negative and significant
(Bumr = —0.183, p < 0.05), indicating that the lower the product market competition (i.e.,
the higher the HHI value) leads to the weaker CSR performance providing the support for
Hypothesis 3 that ‘the level of product market competition has a positive relationship
with a firm’s CSR performance in the US energy sector’. Interestingly, while one of the
interaction terms (IBO x HHI) is positive and significant with (Soxurr = 0.223, p < 0.05),
the other interaction term (MO x HHI) is positive (Buoxurr = 0.074) but not significant
(p > 0.05). These results show that first, Hypothesis 4 is supported, i.e., the relationship
between the IBO and the firm’s CSR performance is moderated by product market
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competition such that the effect of the IBO on firm’s CSR performance is increased as
the HHI value increases/product market competition decreases (i.e., the effect of the IBO
on firm’s CSR performance is weakened when the HHI value decreases/product market
competition increases). Second, the results also show that Hypothesis 5, ‘the relationship
between the MO and the firm’s CSR performance is moderated by product market
competition such that the effect of the MO on firm’s CSR performance is strengthened as
product market competition increases’ is not supported.

3.5 Robust tests

Various robust tests (the panel data analysis for three pillars of ESG in Table 6; two
industries in Table 7 and two tails in Table 8) using dimensions of the dependent variable
(i.e., ESG) and two subsamples were conducted to ensure the robustness of this study,
while providing more insights.

The fixed-effect panel analysis was conducted for the three respective dimensions of
ESG (i.e., environment, social, and governance) and results are included in Table 6.
Results are consistent with environmental and governance dimensions although there are
some discrepancies noted in social dimension pertaining to IBO.

According to Baldwin (1989), the panel data should contain at least between 100-200
observations (cases) to be analysed effectively. As a result, two subsectors (i.e., other
electric power generation (221,118) with sample size of 100 and crude petroleum
extraction (211,120) with sample size of 164 were analysed (see Table 7). Results of both
subsamples show consistency between these two subsamples and the full sample.

Table 8 Fixed-effects panel data analysis results — two tails

DV: ESG score Model 2 Model 3 Model 4 Model 5 Model 6
Constant 3.396** 3.831** 3.087** 4.271** 4.071**
Firm size 0.299%* 0.280** 0.312%* 0.277** 0.305%*
Leverage —-0.144 —-0.128 -0.145 -0.135 -0.121
Industry —-0.108 —0.087 -0.104 -0.117 —-0.106
Institutional blockholder 0.279%* 0.238** 0.268** 0.227** 0.281%**
ownership (IBO)

Managerial ownership (MO) 0.084 0.104 0.108 0.135 0.202*
Herfindahl-Hirschman Index —0.286%*  —0.229**  —0.236** = —0.236**
(HHI)

IBO x HHI 0.225%* 0.218** 0.251%*
MO x HHI 0.122 0.146 0.086
IBO? 0.252%%*

MO? —0.255%*
F 232.58 225.86 232.37 246.71 228.98
Prob. >F 0.0000 0.0000 0.0000 0.0000 0.0000
N 104 104 104 104 104

Notes: **Correlation is significant at the 0.01 level (two-tailed). *Correlation is
signification at the 0.05 level (two-tailed). Two-tail subsample based on highest
and lowest average four-year ESG score of firms, 13 firms respectively, total 26
firms with four years, resulting in 104 samples.
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Additionally, the converged fixed panel model, that is, the two-tail subsample based on
highest and lowest average four-year ESG score of firms (i.e., 13 firms respectively, total
26 firms with four years, resulting in 104 samples) was analysed (shown in Table 8) and
results show consistency across the board and increased significance levels of the results.

4 Discussion

Numerous studies have investigated the effect of CG on corporate social responsibilities,
much of the research anchored on firms’ CSR reporting. Recently some researchers have
made further inquiries concerning the relationship between the CG mechanisms and
firms’ CSR performance with mixed results. In addition, the literature on CG
mechanisms and CSR in the economic and environmentally sensitive energy industry is
too sparse to provide any meaningful insights. Facing the current ongoing energy crisis,
and due to industry’s substantial and lasting impact on economics, environment and
society, a better understanding of the relationship between the key component of CG of
energy firms such as the ownership structure, and firms’ CSR performance has become
more significant. By examining various segments of this industry and introducing the
contingent factor, product market competition, this study makes several theoretical
contributions to the CG literature in CSR research and advances the existing body of
knowledge concerning the effect of competition on CSR issue.

First, the results show the institutional blockholders ownership has a positive
association with a firm’s CSR performance, indicating that when IBO increases, an
increased positive effect leads to enhanced CSR performance (particularly effective on
the environment and governance pillars of ESG). This further provides empirical
evidence to what agency theory argues, i.e., the value of a firm cannot be maximised if
appropriate incentives or adequate monitoring are not effective enough to restrain firm
managers from using their own discretions to maximise their own benefit. Due to the
current unprecedented client demand, fund flow benefits, and risk reduction arising from
compliance with sustainable goals, institutional investors have higher expectations
relating to engagement with the board and management nowadays. They seek a greater
voice in a firm’s strategic decision-making, capital allocation and overall CSR. The
institutional investors, especially those who are holding a large quantity of shares (i.e.,
the institutional blockholders), are interested in inducing better overall CSR ratings and
more CSR-related investments (although possibly prioritising issues related to
environment as well as board and executive conducts rather than social issues in the
energy sector (Chen et al., 2020, Harvard Law School Forum on Corporate Governance,
2016). Prior research suggests that the institutional blockholders tend to hold a long-term
perspective of a firm’s business; Hence, the increased positive impact of institutional
blockholders on a firm’s CSR performance can force management to be more engaged in
CSR and consequently improve overall long-term firm value. The finding is consistent
with the recent literature (Chen et al., 2020; Erhemjamts and Huang, 2019; Kim et al.,
2019) regarding the influence of long-term institutional investors on CSR across the
industries.

Second, this study discovered the effect of the MO on energy firms’ CSR
performance is curvilinear relationship (across all three dimensions of ESG), suggesting
there exists a positive impact through the incentive alignment as well as a negative
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impact due to the management entrenchment behaviour depending on the different extent
of MO. Although the stock options awarded to the top management have the origin in
agency theory, it has been shown to only support part of the empirical result of this study
when the MO is low. When the percentage of MO changes from low to high, this effect
on CSR performance wanes and turns to negative (the MO in this dataset ranges from
0.005% to 10.3%). MO, even though widely used, has actually been widely questioned
for decades (Greiner and Julian, 2021; Shleifer and Vishny, 1997), and the agency
theory’s limitation is once again reflected in this study concerning firm’s CSR
performance. Specifically, the result indicates that the positive effect on CSR
performance exists when the extent of the MO is low, and the management bears little
costs for substantially investing in CSR-related projects. The lower MO leads to weaker
management decision-making power, allowing more effective monitoring by the major
outside ownership. Hence, management is more inclined to stay aligned with the major
institutional blockholders’ long-term interest. This initial part of the result is consistent
with the empirical findings by Eisenhardt (1989), Johnson and Greening (1999) and Kock
et al. (2012). However, when the extent of MO continues to rise to become one of the
important or even major shareholders, the effect on a firm’s CSR performance turns
negative. At this point, the organisational power of stockholdings managers has
substantially increased, and this can cause management entrenchment. Managers may
look for a more cash-based reward through short-term profit-seeking strategies to boost
financial performance in order to mitigate future earning uncertainty and avoid making
strategic decision on substantial investment on CSR due to their increased equity
ownership (Karim et al., 2018).

In fact, the majority of the empirical findings in the literature supports this second
part of the result, i.c., there is a negative association between MO and CSR (Barnea and
Rubin, 2010; Arora and Dharwadkar, 2011; Oh et al., 2011; Dam and Scholtens, 2012;
Ongsakul et al., 2021). Thus, the overall curvilinear relationship representing how MO
affects CSR performance in the US energy industry differs from the existing literature
and seems to contradict the suggested U-shaped relationship by Oh et al. (2017). The
possible explanations for this new finding are two folds; First of all, the US energy
industry is one of the environmentally most sensitive industries having substantial and
lasting impact on economics, environment, and society; this industry faces enormous
economic, social challenges, and pressure comparing to some other industries. The data
in this study covers the most recent four years (2015-2018) ESG scores reflecting the
current CSR status specific to this industry compared to those referenced from the
literature. For example, among the most recent published studies, the one by Oh et al.
(2017) uses the ESG scores in a single year, 2005, for companies on the 2004 US Fortune
1000 list; while the panel data from Ongsakul et al. (2021) contains the sample period
from 1995 to 2012 on all US corporations reported in the same database. There seem to
be progressive economic, social and organisational paradigm shifts in the past decade in
the energy industry, particularly regarding the climate change and renewable energy
challenges. This shift may have a distinctive and prominent impact on the energy firms
more than other industries, and it would be more accurately reflected from a sample
covering multiple recent years focusing specifically on this industry. In addition, the
average MO level in the US firms in this study is substantially lower at 2.73% than the
average level in the Fortune 1000 firms’ data used by Oh et al. (2017) (at around 9%), or
not reported by Ongsakul et al. (2021). Thus, the energy sector’s effect may not be
clearly reflected in the previous cross-industry research since some exogenous factors
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may not be observed and controlled in cross-sectional studies (Himmelberg et al., 1999).
Also, there is no demographic information in either of these prior studies regarding the
percentage of energy firms in the sample data. It is reasonable to assume that a
meaningful alignment effect could have again emerged if MO had substantially increased
to and surpassed a certain high percentage in the US energy firms, which gives managers
incentive to maximise company value since they already bear a large proportion of the
costs (Mueller and Spitz-Oener, 2006).

Third, this study demonstrates the role of product market competition in the mix,
exhibiting both the contingent and direct effects. These are also important findings. The
results indicate that product market competition moderates the relationship between IBO
and CSR performance. Specifically, the impact of IBO on CSR performance is weakened
as a firm faces a more competitive market, i.e., competition weakens the institutional
blockholders’ monitoring role. The result supports the empirical findings by other
researchers concerning the role of CG (Ammann and Oesch, 2013; Singla and Singh,
2019) and demonstrates that the enhanced board monitoring effect on business
performance could be observed when firms face less competition; When competition is
fierce, the hostile takeover threat can increase, which may lessen the outsider
blockholders’ influence on investing in long-term CSR-related initiatives.

Moreover, the results also show that product market competition does not
significantly affect the relationship between MO and firm CSR performance. It indicates
that regardless of the level of product market competition, top management would act
accordingly based on their incentive schemes and their decision-making power. It is not
surprising, since prior literature has shown changes in executive pay are driven by
changes in the structure of product market competition (Cufiat and Guadalupe, 2009;
Fernandes et al., 2018; Liu et al., 2014); thus, the market competition’s effect has already
been accounted for in the MO changes.

A direct effect of product market competition on the firm’s CSR performance is also
observed in this study. It is noted that a more competitive marketplace (i.e., a lower HHI
value) in the US energy sector results in the overall higher CSR performance of firms.
This finding further supports the notion that there is a positive relationship between
competition and CSR in developed economies (Flamm, 2015; Declerck and M’Zali,
2012; Fernandez-Kranz and Santalo, 2010; Leong and Yang, 2020). More competition
fosters increased corporate CSR practices, demonstrating that CSR would become an
additional strategic differentiator. Thus, competition is a motivator for firms to do better
on CSR.

5 Conclusions, implications, and limitations

This study investigates the effects of CG mechanisms on CSR performance in the US
energy industry. Mainly, some new and important findings have been derived from this
study. It demonstrates the direct impacts on a firm’s CSR performance from both IBO
and MO. The link between the monitoring mechanism represented by the IBO and a
firm’s CSR rating supports the current literature suggesting that in a long-term
perspective, it is in the interest of the firms’ major shareholders to act proactively and
innovatively instead of merely responding to the existing pressure or social expectations.
However, the association of the alignment mechanism represented by MO with a firm’s
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CSR rating does not fully support the current literature. The curvilinear relationship
suggests that it would be preferable to control MO at low levels to avoid the management
entrenchment tendency in energy firms. The findings suggest that MO may be motivated
by keeping the business running at whatever cost, resulting in refraining from making
decisions after meeting the necessary government requirement in further investing in
CSR initiatives. For instance, investing in more resource-efficient technologies for
production requires substantial capital investment, and the investment will not translate
into immediate benefits.

The moderating role of product market competition is explored in this study.
Specifically, the competition affects the relationship between IBO and a firm’s CSR
performance while it does not influence the effect of the ownership of management on
CSR performance. In addition, this study also identified a direct positive association
between product market competition and CSR rating, which shows that among these
different ISs, a more intense competition leads to better CSR performance with a
different segment became the most competitive in this industry in different years during
the span of four years from 2015 to 2018. For instance, the most competitive was electric
power distribution market in 2015, it changed to natural gas extraction market in 2016, to
underground mining in 2017; the most competitive market in 2018 was the natural gas
distribution market. This result supports the notion that in today’s economic and social
environment in the US when firms face more intense competition in the marketplace,
firms will be more interested in improving their CSR performance through increased
investment in CSR-related initiatives.

The practical implication of this study is to demonstrate that institutional blockholder
owners are a significant driver of CSR. At the same time, a greater expectation on CSR
from government bodies and society overall nowadays forces these public energy firms to
care about their CSR performance instead of only focusing on short-term corporate
financial performance, but a higher level of MO could be detrimental to the extent and
the speed of a firm’s CSR progress in US energy industry. In addition, by examining the
effect of CG mechanism on CSR in the context of product market competition, this study
reveals that the level of competition affects the degree of the institutional blockholders’
influence on a firm’s CSR investment but does not alter management’s level of aspiration
towards CSR. For firms with a prominent market position, the institutional blockholder
owners can induce the firms to invest in more capital-intensive CSR initiatives, such as
making investments in renewable energy, innovative production technology, etc.
Moreover, the results further support the notion that a more competitive market is a
stimulus to motivate energy companies to engage in CSR, whether responsively or
proactively, to compete and survive.

This study improved our understanding of the association between the CG
mechanisms and firms’ CSR performance in the energy industry and the effect of market
competition on these relationships. The empirical findings provide insights for energy
firms that wish to enhance their CSR ratings by adequately designing the external and the
internal governance mechanisms in terms of ownership structure when facing different
levels of product market competition. Furthermore, the findings indicate that
policymakers may enact and revise ownership regulations. Specifically, it would be
beneficial to refrain from awarding large quantity of stock shares to top management in
order to mitigate entrenchment, thus strengthen the monitoring function to advance the
industry in CSR.
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This study is not without limitations. First of all, the study sample is publicly traded
energy companies in the USA, the results may not be generalised to all the countries
since countries are different in governmental, legal, cultural and education aspects. The
results may also be different for non-listed firms in the energy industry. Second, it would
have been helpful to analyse data covering more than four years, but due to the many
missing data points in early years as well as concerning the pandemic effect, the current
study only used the most recent four years of data prior to the outbreak of COVID-19. It
would be interesting to conduct future research comparing pre-pandemic, during-
pandemic, after-pandemic periods. Third, due to the time and resource limitation, this
study did not investigate the different categories of institutional blockholders ownerships
such as pension funds, hedge funds, etc. rather to focus on the institutional blockholders
ownership as a whole and MO, future studies can take a deep dive into the different
institutional shareholders as well as to investigate the effect of other CG mechanisms
such as the various board of directors’ characteristics and other types of ownerships that
may affect CSR performance. Future studies can examine the effect of these factors from
the CG structure. Finally, the impact of market competition on the different dimensions
of CSR is worthwhile to investigate since firms’ interests in addressing the
multidimensional challenges of CSR performance can be different.

References

Admati, A.R. and Pfleiderer, P. (2009) ‘The ‘wall street walk’ and shareholder activism: exit as a
form of voice’, The Review of Financial Studies, Vol. 22, No. 7, pp.2645-2685.

Aggerholm, HK. and Trapp, N.L. (2014) ‘Three tiers of CSR: an instructive means of
understanding and guiding contemporary company approaches to CSR?’, Business Ethics: A
European Review, Vol. 23, No. 3, pp.235-247.

Agudelo, M.A.L., Johannsdottir, L. and Davidsdottir, B. (2020) ‘Drivers that motivate energy
companies to be responsible. A systematic literature review of corporate social responsibility
in the energy sector’, Journal of Cleaner Production, Vol. 24, No. 7, p.119094.

Aguilar, L.A. (2013) ‘Institutional investors: power and responsibility’, Harvard Law School
Forum on Corporate Governance [online] https://corpgov.law.harvard.edu/2013/04/23/
institutional-investors-power-and-responsibility/ (accessed 15 December 2022).

Amel-Zadeh, A. and Serafeim, G. (2018) ‘Why and how investors use ESG information: evidence
from a global survey’, Financial Analysts Journal, Vol.74, No. 3, pp.87-103.

Ammann, M., Oesch, D. and Schmid, M.M. (2013) ‘Product market competition, corporate
governance, and firm value: evidence from the EU area’, Furopean Financial Management,
Vol. 19, No. 3, pp.452-469.

Amor-Esteban, V., Galindo-Villardén, M.P., Garcia-Sanchez, .M. and David, F. (2019) ‘An
extension of the industrial corporate social responsibility practices index: new information for
stakeholder engagement under a multivariate approach’, Corporate Social Responsibility and
Environmental Management, Vol. 26, No. 1, pp.127-140.

Arena, M., Azzone, G. and Mapelli, F. (2018) ‘What drives the evolution of corporate social
responsibility strategies? An institutional logics perspective’, Journal of Cleaner Production,
Vol. 171, No. 10, pp.345-355.

Arora, P. and Dharwadkar, R. (2011) ‘Corporate governance and corporate social responsibility
(CSR): the moderating roles of attainment discrepancy and organization slack’, Corporate
Governance: An International Review, Vol. 19, No. 2, pp.136—152.



236 V.C. Gu

Aslan, H. and Kumar, P. (2014) ‘National governance bundles and corporate agency costs: a
cross-country analysis’, Corporate Governance: An International Review, Vol. 22, No. 3,
pp.230-251.

Baghuis, M. (2018) ‘Government policy to stimulate international responsible business
conduct’, Change in Context [online] https://www.businesshumanrights.org/sites/default/files/
government-policy-to-stimulate-international-responsiblebusiness-conduct.pdf (accessed
2 January 2022).

Barnea, A. and Rubin, A. (2010) ‘Corporate social responsibility as a conflict between
shareholders’, Journal of Business Ethics, Vol. 97, No. 1, pp.71-86.

Baron, D.P. (2001) ‘Private politics, corporate social responsibility, and integrated strategy’,
Journal of Economics & Management Strategy, Vol. 10, No. 1, pp.7-45.

Bashtovaya, V. (2014) ‘CSR reporting in the United States and Russia’, Social Responsibility
Journal, Vol. 10, No. 1, pp.68—84.

Berle, A.A. and Means, G.C. (1932) The Modern Corporation and Private Property, Macmillan
Publishing Co., New York.

Bhaumik, S.K., Driffield, N. and Pal, S. (2010) ‘Does ownership structure of emerging-market
firms affect their outward FDI? The case of the Indian automotive and pharmaceutical
sectors’, Journal of International Business Studies, Vol. 41, No. 3, pp.437—450.

Block, J. and Wagner, M. (2014) ‘Ownership versus management effects on corporate social
responsibility concerns in large family and founder firms’, Journal of Family Business
Strategy, Vol. 5, No. 4, pp.339-346.

Blume, M.E. and Keim, D.B. (2012) Institutional Investors and Stock Market Liquidity: Trends and
Relationships, Working Paper, The Wharton School, University of Pennsylvania, 21 August
[online]  http://finance.wharton.upenn.edu/~keim/research/ChanginglnstitutionPreferences_
21Aug2012.pdf (accessed 19 December 2021).

Bousso, R. (2018) ‘Big oil spent 1 percent on green energy in 2018°, Reuters, 11 November
[online] https://www.reuters.com/article/us-oil-renewables/big-oil-spent-1-percent-on-green-
energy-in-2018-idUSKCN1NHO004 (accessed 15 October 2021).

Brammer, S. and Pavelin, S. (2004) ‘Building a good reputation’, European Management Journal,
Vol. 22, No. 6, pp.704-713.

Broker, T., Durr, D. and Smith, L.M. (2019) ‘Analysis of the global energy industry, climate
change and financial matters: the need for effective corporate governance’, International
Journal of Corporate Governance, Vol. 10, Nos. 3—4, pp.185-208.

Brown, W.O., Helland, E. and Smith, J.K. (2006) ‘Corporate philanthropic practices’, Journal of
Corporate Finance, Vol. 12, No. 5, pp.855-877.

Bushee, B. (2004) ‘Identifying and attracting the ‘right’ investors: evidence on the behavior of
institutional investors’, Journal of Applied Corporate Finance, Vol. 16, No. 4, pp.28-35.
Bushee, B.J., Carter, M.E. and Gerakos, J. (2014) ‘Institutional investor preferences for corporate

governance mechanisms’, Journal of Management Accounting Research, Vol. 26, No. 2,
pp-123-149.

Carney, M., Estrin, S., Liang, Z. and Shapiro, D. (2019) ‘National institutional systems, foreign
ownership and firm performance: the case of understudied countries’, Journal of World
Business, Vol. 54, No. 4, pp.244-257.

Carroll, A.B. (1991) ‘The pyramid of corporate social responsibility: toward the moral management
of organizational stakeholder’, Business Horizons, Vol. 34, No. 4, pp.39-48.

Chan, M.C., Watson, J. and Woodliff, D. (2014) ‘Corporate governance quality and CSR
disclosures’, Journal of Business Ethics, Vol. 125, No. 1, pp.59-73.

Chen, T., Dong, H. and Lin, C. (2020) °‘Institutional shareholders and corporate social
responsibility’, Journal of Financial Economics, Vol. 135, No. 2, pp.483-504.

Chen, W.T., Zhou, G.S. and Zhu, X.K. (2019) ‘CEO tenure and corporate social responsibility
performance’, Journal of Business Research, February, Vol. 95, pp.292-302.



CG, product market competition, and CSR performance 237

Chen, X., Harford, J. and Li, K. (2007) ‘Monitoring: which institutions matter?’, Journal of
Financial Economics, Vol. 86, No. 2, pp.279-305.

Chen, Y. (2008) ‘Corporate governance and cash holdings: listed new economy versus old
economy firms’, Corporate Governance: An International Review, Vol. 16, No. 5,
pp-430-442.

Choi, D., Chung, C.Y., Kim, Y.E., Kim, Y.J. and Choi, P.M.S. (2020) ‘Sustainable corporate
ownership structures and earnings management in the Vietnamese stock market’,
Sustainability, Vol. 12, No. 15, p.6089.

Connelly, B.L., Hoskisson, R.E., Tihanyi, L. and Certo, S.T. (2010) ‘Ownership as a form of
corporate governance’, Journal of Management Studies, Vol. 7, No. 8, pp.1561-1589.

Cullinan, C.P., Mahoney, L. and Roush, P.B. (2019) ‘Directors & corporate social responsibility:
joint consideration of director gender and the director’s role’, Social Environment Accounting
Journal, Vol. 39, No. 2, pp.100—-123.

Cuiiat, V. and Guadalupe, M. (2009) ‘Executive compensation and competition in the banking and
financial sectors’, Journal of Banking & Finance, Vol. 33, No .3, pp.495-504.

Dakhli, A. (2021) ‘The impact of ownership structure on corporate social responsibility: the
moderating role of financial performance’, Society and Business Review, Vol. 16, No. 4,
pp-562-591.

Dam, L. and Scholtens, B. (2012) ‘Does ownership type matter for corporate social responsibility?’
Corporate Governance: An International Review, Vol. 20, No. 3, pp.233-252.

De Jong, A., Schoenmaker, D., Gruenwald, M. and Pala, A. (2017) Large Shareholders in
Corporate Governance. Erasmus University [online] https://sustainablefinancelab.nl/wp-
content/uploads/sites/232/2018/02/schoenmaker-LT-investors-final-Oct-5-2017.pdf (accessed
5 October 2021).

De Roeck, K. and Delobbe, N. (2012) ‘Do environmental CSR initiatives serve organizations’
legitimacy in the oil industry? Exploring employees’ reactions through organizational
identification theory’, Journal of Business Ethics, Vol. 110, No. 4, pp.397-412.

Declerck, M.D. and M’Zali, B. (2012) Product Market Competition and Corporate Social
Responsibility, Working Paper, University Lille Nord de France, Lille, France.

Del Guercio, D. and Hawkins, J. (1999) ‘The motivation and impact of pension fund activism’,
Journal of Financial Economics, Vol. 52, No. 3, pp.293-340.

Del Mar Miras-Rodriguez, M. and Di Pietra, R. (2018) ‘Corporate governance mechanisms as
drivers that enhance the credibility and usefulness of CSR disclosure’, Journal of Management
and Governance, Vol. 22, No. 3, pp.565-588.

Dess, G.G. and Beard, D.W. (1984) ‘Dimensions of organizational task environments’,
Administrative Science Quarterly, Vol. 29, No. 1, pp.52-73.

Ducassy, 1. and Montandrau, S. (2015) ‘Corporate social performance, ownership structure, and
corporate governance in France’, Research in International Business and Finance, May,
Vol. 34, pp.383-396.

Dupire, M. and M’Zali, B. (2018) ‘CSR strategies in response to competitive pressures’, Journal of
Business Ethics, Vol. 148, No. 3, pp.603-623.

Duque-Grisales, E. and Aguilera-Caracuel, J. (2019) ‘Environmental, social and governance (ESG)
scores and financial performance of Multilatinas: moderating effects of geographic
international diversification and financial slack’, Journal of Business Ethics, Vol. 168, No. 2,
pp-315-334.

DWF LLP (2021) How is ESG Driving Change in the FEnergy Sector [online]
https://www.lexology.com/library/detail.aspx?g=9c7{9{f5-d251-46df-904e-fe0c0ef71f04
(accessed 15 October 2021).

Edmans, A. (2009) ‘Blockholder trading, market efficiency, and managerial myopia’, The Journal
of Finance, Vol. 64, No. 6, pp.2481-2513.



238 V.C. Gu

Edmans, A. and Holderness, C.G. (2017) ‘Blockholders: a survey of theory and evidence’, The
Handbook of the Economics of Corporate Governance, Vol. 1, pp.541-636, Elsevier,
Amsterdam.

Edmans, A. and Manso, G. (2011) ‘Governance through trading and intervention: a theory of
multiple blockholders’, The Review of Financial Studies, Vol. 24, No. 7, pp.2395-2428.

Eisenhardt, K.M. (1989) ‘Agency theory: an assessment and review’, Academy of Management
Review, Vol. 14, No. 1, pp.57-74.

Elhauge, E. (2005) ‘Sacrificing corporate profits in the public interest’, NYU Law Review, Vol. 80,
No. 3, p.733.

Endrikat, J., De Villiers, C., Guenther, T.W. and Guenther, E.M. (2020) “'Board characteristics and
corporate social responsibility: a meta-analytic investigation’, Business & Society, Vol. 60,
No. 8, pp.2099-2135.

Erhemjamts, O. and Huang, K. (2019) ‘Institutional ownership horizon, corporate social
responsibility and shareholder value’, Journal of Business Research, Vol. 105, No. 6,
pp-61-79.

Farrar, D.E. and Glauber, R.R. (1967) ‘Multicollinearity in regression analysis: the problem
revisited’, The Review of Economic and Statistics, Vol. 49, No. 1, pp.92-107.

Fernandes, A.P., Ferreira, P. and Winters, L.A. (2018) ‘The effect of competition on executive
compensation and incentives evidence from a quasi-natural experiment’, Journal of Human
Resources, Vol. 53, No. 3, pp.783-824.

Fernandez-Kranz, D. and Santalo, J. (2010) ‘When necessity becomes a virtue: the effect of product
market competition on corporate social responsibility’, Journal of Economics and
Management Strategy, Vol. 19, No. 2, pp.453-487.

Flammer, C. (2015) ‘Does product market competition foster corporate social responsibility?
Evidence from trade liberalization’, Strategic Management Journal, Vol. 36, No. 10,
pp-1469-1485.

Forbes (2021) Sustainability in the Utilities Industry: 5 Keys to a Renewable Future, August
[online] https://www.forbes.com/sites/sap/2021/08/04/sustainability-in-the-utilities-industry-5-
keys-to-a-renewable-future/?sh=44¢421f4487a (accessed 2 October 2021).

Frederiksen, T. (2018) ‘Corporate social responsibility, risk and development in the mining
industry’, Resources Policy, December, Vol. 59, pp.495-505.

Friede, G., Busch, T. and Bassen, A. (2015) ‘ESG and financial performance: aggregated evidence
from more than 2000 empirical studies’, Journal of Sustainable Finance & Investment, Vol. 5,
No. 4, pp.210-233.

Garcia, R., Lessard, D. and Singh, A. (2014) ‘Strategic partnering in oil and gas: a capabilities
perspective’, Energy Strategy Reviews, September, Vol. 3, pp.21-29.

Gartner (2023) Corporate ESG Ratings and Research [online] https://www.gartner.com/reviews/
market/corporate-esg-ratings-and-research (accessed 12 January 2023).

Giroud, X. and Mueller, H.M. (2010) ‘Does corporate governance matter in competitive
industries?’ Journal of Financial Economics, Vol. 95, No. 3, pp.312-331.

Giroud, X. and Mueller, HM. (2011) ‘Corporate governance, product market competition, and
equity prices’, Journal of Finance, Vol. 66, No. 2, pp.563—600.

Greiner, M. and Julian, S.D. (2021) ‘The effect of executive personality on strategic assessment of
an environmental jolt’, Academy of Management Proceedings, Vol. 2021, No. 1, p.12015,
Academy of Management, Briarcliff Manor, NY 10510.

Grougiou, V., Dedoulis, E. and Leventis, S. (2016) ‘Corporate social responsibility reporting and
organizational stigma: the case of ‘sin’ industries’, Journal of Business Research, Vol. 69,
No. 2, pp.905-914.

Gu, V.C., Cao, R.Q. and Wang, J. (2019) ‘Foreign ownership and performance: mediating and

moderating effects’, Review of International Business and Strategy, Vol. 29, No. 2,
pp-86—102.



CG, product market competition, and CSR performance 239

Gupta, K. and Krishnamurti, C. (2018) ‘Does corporate social responsibility engagement benefit
distressed firms? The role of moral and exchange capital’, Pacific-Basin Finance Journal,
September, Vol. 50, pp.249-262.

Hair, J.F., Black, W.C., Babin, B.J., Anderson, R.E. and Tatham, R.L. (2010) Multivariate Data
Analysis, Tth ed., Pearson Educational International, Upper Saddle River, New Jersey.

Harvard Law School Forum on Corporate Governance (2016) Principles of Corporate Governance,
Business Roundtable, 8 September [online] https://corpgov.law.harvard.edu/2016/09/08/
principles-of-corporate-governance/ (accessed 15 November 2021).

Heard, L., Love, P.E., Sing, M.C. and Goerke, V. (2017) ‘Learning to build relationships for a better
Australia’, Construction Innovation, Vol. 17, No. 1, pp.4-24.

Himmelberg, C.P., Hubbard, R.G. and Palia, D. (1999) ‘Understanding the determinants of
managerial ownership and the link between ownership and performance’, Journal of Financial
Economics, Vol. 53, No. 3, pp.353-384.

Hu, K.H., Lin, S.J. and Hsu, M.F. (2018) ‘A fusion approach for exploring the key factors of
corporate governance on corporate social responsibility performance’, Sustainability, Vol. 10,
No. 5, pp.1582-1605.

Hughey, C.J. and Sulkowski, A.J. (2012) ‘More disclosure= better CSR reputation? An
examination of CSR reputation leaders and laggards in the global oil & gas industry’, Journal
of Academy of Business and Economics, Vol. 12, No. 2, pp.24-34.

Jensen, M.C. and Meckling, W.H. (1976) ‘Theory of the firm: managerial behavior, agency costs
and ownership structure’, Journal of Financial Economics, Vol. 3, No. 4, pp.305-360.

Jin, K. and Park, C. (2015) ‘Separation of cash flow and voting rights and firm performance in
large family business groups in Korea’, Corporate Governance: An International Review,
Vol. 23, No. 5, pp.434-451.

Johnson, R.A. and Greening, D.W. (1999) ‘The effects of corporate governance and institutional
ownership types on corporate social performance’, Academy of Management Journal, Vol. 42,
No. 5, pp.564-576.

Karim, K., Lee, E. and Suh, S. (2018) ‘Corporate social responsibility and CEO compensation
structure’, Advances in Accounting, March, Vol. 40, pp.27-41.

Kim, H.D., Kim, T., Kim, Y. and Park, K. (2019) ‘Do long-term institutional investors promote
corporate social responsibility activities?’, Journal of Banking & Finance, April, Vol. 101,
Pp-256-269.

Kock, C.J., Santalo, J., and Diestre, L. (2012) ‘Corporate governance and the environment: what
type of governance creates greener companies?’, Journal of Management Studies, Vol. 49,
No. 3, pp.492-514.

Kramarz, F. and Thesmar, D. (2013) ‘Social networks in the boardroom’, Journal of European
Economic Association, Vol. 11, No. 4, pp.780-807.

Kramer, M. (2007) ‘Strategy and society: the link between competitive advantage and corporate
social responsibility-response’, Harvard Business Review, Vol. 85, No. 5, p.139.

Kucharska, W. and Kowalczyk, R. (2019) ‘How to achieve sustainability? — Employee’s point of
view on company’s culture and CSR practice’, Corporate Social Responsibility and
Environmental Management, Vol. 26, No. 2, pp.453—467.

Kumar, P. and, A. (2015) ‘In search of a greater pluralism of theories and methods in governance
research’, Corporate Governance: An International Review, Vol. 23, No. 1,
pp-1-2.

Kumar, P. and Zattoni, A. (2019) ‘Farewell editorial: exiting editors' perspective on current and
future challenges in corporate governance research’, Corporate Governance: An International
Review, Vol. 27, No. 1, pp.2-11.

Laidroo, L. (2009) ‘Association between ownership structure and public announcements’
disclosures’, Corporate Governance: An International Review, Vol. 17, No. 1, pp.13-34.



240 V.C. Gu

Lee, J.H., Byun, H.S. and Park, K.S. (2018) ‘Product market competition and corporate social
responsibility activities: Perspectives from an emerging economy’, Pacific-Basin Finance
Journal, June, Vol. 49, pp.60-80.

Leong, C.K. and Yang, Y.C. (2020) ‘Market competition and firms’ social performance’, Economic
Modelling, Vol. 91, No. 2, pp.601-612.

Limkriangkrai, M., Koh, S. and Durand, R.B. (2017) ‘Environmental, social, and governance
(ESG) profiles, stock returns, and financial policy: Australian evidence’, International Review
of Finance, Vol. 17, No. 3, pp.461-471.

Lin, Y.R. and Fu, X.M. (2017) ‘Does institutional ownership influence firm performance?
Evidence from China’, International Review of Economics & Finance, May, Vol. 49,
pp-17-57.

Liu, X., Lu, J. and Chizema, A. (2014) ‘Top executive compensation, regional institutions and
Chinese OFDI’, Journal of World Business, Vol. 49, No. 1, pp.143-155.

Long, W., Li, S., Wu, H. and Song, X. (2020) ‘Corporate social responsibility and financial
performance: The roles of government intervention and market competition’, Corporate
Social Responsibility and Environmental Management, Vol. 27, No. 2, pp.525-541.

Lu, J., Ren, L., Qiao, J., Yao, S., Striclkowski, W. and Streimikis, J. (2019) ‘Corporate social
responsibility and corruption: implications for the sustainable energy sector’, Sustainability,
Vol. 11, No. 15, p.4128.

Mallin, C. (2008) ‘Institutional shareholders: their role in the shaping of corporate governance’,
International Journal of Corporate Governance, Vol. 1, No. 1, pp.97-105.

Meng, X.H., Zeng, S.X., Xie, X.M. and Qi, G.Y. (2016) ‘The impact of product market
competition on corporate environmental responsibility’, Asia Pacific Journal of Management,
Vol. 33, No. 1, pp.267-291.

Miras-Rodriguez, M.D.M., Martinez-Martinez, D. and Escobar-Pérez, B. (2019) ‘Which corporate
governance mechanisms drive CSR disclosure practices in emerging countries?’,
Sustainability, Vol. 11, No. 1, pp.61.

Mnasri, K. and Ellouze, D. (2015) ‘Ownership structure, product market competition and
productivity: evidence from Tunisia’, Management Decision, Vol. 53, No. 8, pp.1771-1805.

Mueller, E. and Spitz-Oener, A. (2006) ‘Managerial ownership and company performance in
German small and medium-sized private enterprises’, German Economic Review, Vol. 7,
No. 2, pp.233-247.

Murray, J. (2018) How the Six Major Oil Companies have Invested in Renewable Energy Projects
[online] https://www.nsenergybusiness.com/features/oil-companies-renewable-energy/
(accessed 5 December 2021).

Nasdaq Financial Terms (n.d.) Financial Terms By: H [online] https://www.nasdaq.com/
glossary/h/herfindahl-hirschman-index (accessed 12 January 2023).

Nickell, S.J. (1996) ‘Competition and corporate performance’, Journal of Political Economy,
Vol. 104, No. 4, pp.724-746.

O’Neill, S. (2022) What is the Difference between CSR and EST?, Corporate Governance
Institute [online] https://www.thecorporategovernanceinstitute.com/insights/lexicon/what-is-
the-difference-between-csr-and-esg/ (accessed 10 January 2023).

Oh, W.Y., Cha, J. and Chang, Y.K. (2017) ‘Does ownership structure matter? The effects of insider
and institutional ownership on corporate social responsibility’, Journal of Business Ethics,
Vol. 146, No. 1, pp.111-124.

Oh, W.Y., Chang, Y.K. and Cheng, Z. (2016) ‘When CEO career horizon problems matter for
corporate social responsibility: The moderating roles of industry-level discretion and
blockholder ownership’, Journal of Business Ethics, Vol. 133, No. 2, pp.279-291.

Oh, W.Y., Chang, Y.K. and Kim, T.Y. (2018) ‘Complementary or substitutive effects? Corporate
governance mechanisms and corporate social responsibility’, Journal of Management, Vol. 44,
No. 7, pp.2716-2739.



CG, product market competition, and CSR performance 241

Oh, W.Y., Chang, Y.K. and Martynov, A. (2011) ‘The effect of ownership structure on corporate
social responsibility: empirical evidence from Korea’, Journal of Business Ethics, Vol. 104,
No. 2, pp.283-297.

Ongsakul, V., Jiraporn, P. and Treepongkaruna, S. (2021) ‘Does managerial ownership influence
corporate social responsibility (CSR)? The role of economic policy uncertainty’, Accounting
& Finance, Vol. 61, No. 1, pp.763-779.

Ozciire, G., Demirkaya, H. and Eryigit, N. (2015) ‘Is it possible to be a sustainable energy
company in Turkey? A case study of OMV’s thermal electric power plant in Samsung’,
Procedia-Social and Behavioral Sciences, Vol. 181, pp.97-106.

Park, E., Kim, K.J. and Kwon, S.J. (2017) ‘Corporate social responsibility as a determinant of
consumer loyalty: an examination of ethical standard, satisfaction, and trust’, Journal of
Business Research, July, Vol. 76, pp.8—13.

Pegg, S. (2012) ‘Social responsibility and resource extraction: are Chinese oil companies
different?’, Resources Policy, Vol. 37, No. 2, pp.160—-167.

Pension & Investments (2017) 80% of Equity Market Cap Held by Institutions [online]
https://www.pionline.com/article/20170425/INTERACTIVE/170429926/80-of-equity-market-
cap-held-by-institutions (accessed 12 October 2021).

Platonova, E., Asutay, M., Dixon, R. and Mohammad, S. (2018) ‘The impact of corporate social
responsibility disclosure on financial performance: evidence from the GCC Islamic banking
sector’, Journal of Business Ethics, Vol. 151, No. 2, pp.451-471.

Porter, MLE. and Van der Linde, C. (1995) ‘Toward a new conception of the
environment-competitiveness relationship’, Journal of Economic Perspectives, Vol. 9, No. 4,
pp.97-118.

Rekker, S.A., Benson, K.L. and Faff, R-W. (2014) ‘Corporate social responsibility and CEO
compensation revisited: do disaggregation, market stress, gender matter?’, Journal of
Economics and Business, March—April, Vol. 72, pp.84-103.

Saeidi, S.P., Sofian, S., Saeidi, P., Saeidi, S.P. and Saaeidi, S.A. (2015) ‘How does corporate social
responsibility contribute to firm financial performance? The mediating role of competitive
advantage, reputation, and customer satisfaction’, Journal of Business Research, Vol. 68,
No. 2, pp.341-350.

Sanan, N.K. (2018) ‘Influence of board characteristics on CSR: a study of Indian firms’,
International Journal of Corporate Governance, Vol. 9, No. 3, pp.300-315.

Sepulveda, J. and Mendizabal, M. (2011) ‘Business in climate or climate in business?’,
Management of Environmental Quality: An International Journal, Vol. 22, No. 5, pp.632—651.

Sethi, S.P. (2005) ‘Investing in socially responsible companies is a must for public pension funds —
because there is no better alternative’, Journal of Business Ethics, Vol. 56, No. 2, pp.99-129.

Shahbaz, M., Karaman, A.S., Kilic, M. and Uyar, A. (2020) ‘Board attributes, CSR engagement,
and corporate performance: what is the nexus in the energy sector?’, Energy Policy, Vol. 143,
No. 111582, pp.1-14.

Shi, W., Connelly, B.L. and Hoskisson, R.E. (2017) ‘External corporate governance and financial
fraud: cognitive evaluation theory insights on agency theory prescriptions’, Strategic
Management Journal, Vol. 38, No. 6, pp.1268—1286.

Shin, I. and Park, S. (2020) ‘Role of foreign and domestic institutional investors in corporate
sustainability: focusing on R&D investment’, Sustainability, Vol. 12, No. 20, p.8754.

Shin, J.S., Kim, S.W. and Kim, H.J. (2012) ‘Governance change and its impact on board
decision-making’, International Journal of Corporate Governance, Vol. 3, No. 1, pp.60—83.

Shleifer, A. and Vishny, R.W. (1997) ‘A survey of corporate governance’, The Journal of Finance,
Vol. 52, No. 2, pp.737-783.

Shu, P.G. and Chiang, S.J. (2020) ‘The impact of corporate governance on corporate social

performance: cases from listed firms in Taiwan’, Pacific-Basin Finance Journal, Vol. 61,
No. 2, p.101332.



242 V.C. Gu

Singla, M. and Singh, S. (2019) ‘Board monitoring, product market competition and firm
performance’, International Journal of Organizational Analysis, Vol. 27, No. 4,
pp.1036-1052.

Stewart, G.W. (1987) ‘Collinearity and least squares regression’, Statistical Science, Vol. 2, No. 1,
pp-68—84.

Stjepcevic, J. and Siksnelyte, I. (2017) ‘Corporate social responsibility in energy sector’,
Transformations in Business & Economics, Vol. 16, No. 1, p.40.

Szczepankiewicz, E.I. and Mucko, P. (2016) ‘CSR reporting practices of Polish energy and mining
companies’, Sustainability, Vol. 8, No. 2, p.126.

Walls, J.L., Berrone, P. and Phan, P.H. (2012) ‘Corporate governance and environmental
performance: is there really a link?’, Strategic Management Journal, Vol. 33, No. 8§,
pp-885-913.

Yu, J. (2020) ‘Consumer responses toward green advertising: the effects of gender, advertising

skepticism, and green motive attribution’, Journal of Marketing Communications, Vol. 26,
No. 6, pp.414-433.

Zahra, S.A. and Covin, J.G. (1995) ‘Contextual influences on the corporate
entrepreneurship-performance relationship: a longitudinal analysis’, Journal of Business
Venturing, Vol. 10, No. 1, pp.43-58.

Zaid, M.A., Abuhijleh, S.T. and Pucheta-Martinez, M.C. (2020) ‘Ownership structure, stakeholder
engagement, and corporate social responsibility policies: the moderating effect of board
independence’, Corporate Social Responsibility and Environmental Management, Vol. 27,
No. 3, pp.1344-1360.

Zattoni, A. (2011) “Who should control a corporation? Toward a contingency stakeholder model
for allocating ownership rights’, Journal of Business Ethics, Vol. 103, No. 2, pp.255-274.
Zattoni, A. and Judge, W. (Eds.) (2012) Corporate Governance and Initial Public Offerings: An

International Perspective, Cambridge University Press.

Zhang, Q., Chen, L. and Feng, T. (2014) ‘Mediation or moderation? The role of R&D investment
in the relationship between corporate governance and firm performance: empirical evidence
from the Chinese IT industry’, Corporate Governance: An International Review, Vol. 22,
No. 6, pp.501-517.

Notes

1 Refinitiv is Thomson Reuter’s former financial and risk business, now a part of LSEG.



