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A B S T R A C T   

We conceptualize that CEOs who endure traumatic experiences stemming from man-made di-
sasters practice less corporate social responsibility. We exploit a natural experiment—the Great 
Chinese Famine—to empirically test this hypothesis. We find that (i) firms with CEOs who 
experienced the Great Chinese Famine score lower in corporate social responsibility ratings than a 
comparison group; (ii) this relationship is mainly driven by prosocial practices tied to employee 
relations, environmental protection, supplier relations, and community contributions; and (iii) 
this negative relationship is more pronounced in firms whose CEOs were younger when they 
experienced the famine, (iv) the positive relationship between CSR scores and firm value is more 
pronounced in firms with CEO without famine experiences. These results are robust in the face of 
several sources of endogeneity. Our study contributes to ongoing research regarding how top 
executives’ early experiences affect their managerial decisions. It also enriches work surrounding 
corporate social responsibility and the plausibly exogenous determinants of prosocial preferences.   

“I knew that suffering did not ennoble; it degraded. It made men selfish, mean, petty and suspicious. It absorbed them in small 
things. It did not make them more than men; it made them less than men; and I wrote ferociously that we learn resignation not 
by our own suffering, but by the suffering of others.” 

Somerset W. Maugham (1874–1965) 

1. Introduction 

Disasters have consequences. Earthquakes, famines, and widespread epidemics do not only threaten mankind physically but also 
leave traumatic stamps on survivors. Traumatic experiences additionally color people’s personality development and value systems 
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(Cook et al., 2004; Jordan et al., 1992; Price, 2000; Riggs et al., 1998; Schaefer and Moos, 1998; Tedeschi et al., 1998). These outcomes 
are intuitive when considering the far-reaching coronavirus pandemic that has altered people’s perceptions of themselves and others. 
On one hand, people need to “stand shoulder to shoulder” to combat the pandemic—but on the other, the pandemic has unleashed 
waves of anger and recrimination. A crucial task in a post-pandemic world will be to understand whether this trauma has led people to 
be more sympathetic or more selfish. Driven by both theoretical interests and practical concerns, we examine the association between 
people’s traumatic experiences and social preferences by exploiting a natural experimental setting in China. 

Exactly how traumatic experiences might change people’s social preferences has long been a target of academic fascination. A large 
body of work suggests that traumatic experiences can positively influence people’s prosocial preferences. Based on self-reported data 
from interviews and questionnaires, psychologists have argued trauma leads to virtue that makes people more sympathetic and 
community-conscious (Price, 2000; Schaefer and Moos, 1998; Tedeschi et al., 1998). These studies have covered an array of traumas. 
Rieker et al. (1985) used questionnaires and discovered that participants who experienced cancer treatments had a better outlook on 
life, which led to greater intimacy with family and friends. Similarly, based on a content analysis of 87 interviews, Zemore et al. (1990) 
observed that women who had breast cancer developed closer interpersonal ties with friends. Many clinical studies on bereavement, 
illness, and natural disasters have painted a similar picture (see Tedeschi et al., 1998, for a detailed discussion). Scholars contend that 
people can gain a clearer understanding of others’ pain and sorrow via personal experience and hence commiserate more with them. 
However, research indicates that the effects of traumatic experiences may be negative. Frueh et al. (2001) found that veterans who 
experienced war exhibited significantly less altruism than a normative comparison group. Moreover, Kashdan et al. (2006) noted that 
veterans who had endured significant hardship displayed lower levels of gratitude. Many studies have also shown that hardship 
adversely affects social relationships (Cook et al., 2004; Jordan et al., 1992; Riggs et al., 1998): traumatic experiences might spark 
anger against society and trigger hostility toward others. Micro-level impacts can in turn transfigure macro-level collective values, 
leading to systemic effects. Some authors have pointed out that the age cohort in Western countries who experienced war and poverty 
in the 1930s and 1940s were highly materialistic and less empathetic than others; in addition, the later generation (i.e., individuals 
born after 1945) was more apt to express postmodern values and prioritized life’s purpose over material wealth (Inglehart, 1997; 
Inglehart and Baker, 2000; Inglehart and Welzel, 2005). 

Our research adds evidence to the persistent debate around the roles of traumatic experiences in mankind’s social preferences via a 
novel lens, namely the practice of corporate social responsibility (CSR) by top executives. Management scholars view CSR as firms’ 
ethical pursuits, motivated by more than simply monetary interests (see McWilliams and Siegel, 2001, for a review). We exploit the 
Great Chinese Famine to assess the effects of traumatic experiences on top executives’ CSR investment in Chinese non-state-owned 
listed companies. We hypothesize that CEOs who experienced the Great Chinese Famine invest less in CSR. In line with our predic-
tion, we find that (i) top executives who experienced the Great Chinese Famine invest significantly less in CSR than a comparison 
group; (ii) this difference is mainly driven by prosocial practices tied to employee relations, environmental protection, supplier re-
lations, and community contributions; and (iii) the relationship is negatively moderated by the age at which top executives experi-
enced the famine. In addition, we also conduct analysis on the economic significance of our main findings. We demonstrate the positive 
effects of CSR scores on return of equity is more pronounced for firms with CEO having no famine experiences. 

Our method alleviates endogeneity concerns in several respects. It is empirically challenging to measure the impacts of traumatic 
experiences on decisions, such that trauma is often associated with personal characteristics that can produce severe selection bias in a 
sample (e.g., children from lower social classes generally face more traumatic experiences through poverty and are more likely to be 
included in a treatment sample than upper-class children). The Great Chinese Famine is an exogenous shock and thus is immune to this 
issue. Moreover, the Great Chinese Famine affected all of China because the government had strictly constrained migration through a 
special household registration system (the hukou system). This factor allows us to establish a pseudo-laboratory environment to remove 
the self-selection concern. By adopting a fixed-effect model containing numerous control variables, we eliminate the possibility that 
our results might be explained away by firms with certain characteristics potentially holding endogenous preferences for CEOs with or 
without famine experience. We also exploit variations in regional famine severity (i.e., based on where CEOs were born) to further 
establish a causal relationship. Additionally, we mitigate possible effects from unobservable factors by identifying and estimating a 
local average treatment effect (LATE) in our robustness checks. 

This study contributes to several strands of literature. First, we expand the growing work on CSR and upper executives. Relevant 
research has addressed many variables that affect firms’ CSR practices (Bandura, 1982; Diener et al., 1984). Some scholars have 
endeavored to explore CSR determinants by moving beyond standard neoclassical models to scrutinize a host of psychological factors 
(e.g., personality traits). A series of studies by Snyder and colleagues convincingly demonstrated that individuals might make decisions 
that divulge their personality traits and values (Ickes et al., 1997;Snyder, 1983; Snyder and Ickes, 1985). Later, Petrenko et al. (2016) 
indicated that organizations whose CEOs possess a strong need for attention and who are preoccupied with having their positive self- 
views reinforced engage in higher levels of CSR. Cronqvist and Yu (2017) noticed that CEOs’ investment in CSR increased after 
parenting a daughter, as this experience may enhance CEOs’ social preferences. To the best of our knowledge, our study is the first to 
illuminate the negative association between CEOs’ traumatic experiences and CSR decisions. This effort thus establishes a link between 
top management traits and organizations’ CSR practices and adds fresh evidence to the research agenda accompanying upper echelons 
theory. This theory proposes that an organization is a reflection of its top managers (Hambrick, 2007; Hambrick and Mason, 1984). 

Second, our research enriches the scholarly conversation between empirical corporate finance and psychology. Much work on 
empirical corporate finance has revealed significant and systematic influences of CEOs’ early experiences on their managerial de-
cisions. Malmendier et al. (2010) showed that CEOs who grew up during the Great Depression tend to be averse to debt and to lean 
excessively on internal financing. Benmelech and Frydman (2015) uncovered that CEOs with military experience pursue lower 
corporate investment, are less likely to be involved in fraudulent corporate activity, and perform better during industry downturns. 
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Further, Bernile et al. (2017) stated that CEOs who experience fatal disasters without extremely negative consequences lead firms to 
behave more aggressively, whereas CEOs who witness the extreme downside of disasters behave more conservatively. Following these 
explorative studies, we unveil a link between a newly emerging paradigm, behavioral corporate finance, and CSR. More importantly, 
we propose a holistic conceptual framework to explain our main empirical findings. We postulate that the causal attributions of the 
victims of traumatic events significantly moderate these events’ effects on their managerial decisions. This framework builds a 
foundation for deeper exploration of behavioral corporate finance and CEO-related studies. 

Finally, in a broader sense, we examine the driving forces behind people’s prosocial preferences. The psychology field features a 
plethora of investigations into how traumatic experiences shape social preferences, although findings have been fairly inconsistent. 
Different from a strictly controlled laboratory experiment involving hypothetical scenarios, we establish a pseudo-laboratory based on 
Chinese listed firms’ financial data to address the association of interest. We do not intend to declare either approach superior. 
However, as the great psychologist Carl Jung (1992) noted, “Anyone who wants to know the human psyche…in the Stock Exchanges… 
he would reap richer stores of knowledge than text-books a foot thick could give him…” We argue that our study yields intriguing 
scenarios in which people’s behavior can be discerned. In so doing, we offer evidence to help answer a long-debated question: how 
does trauma affect mankind’s social preferences? 

In contrast with Feng and Johansson (2018) evaluate the relationship between board directors’ famine experience and corporate 
fraud (as reported by the China Security Regulatory Commission or the Shanghai or Shenzhen stock exchanges), our dependent 
variable includes a variety of dimensions of a company’s corporate social responsibility practice, including employee welfare, char-
itable contributions, and environmental stewardship, among others, which are usually under charge of the CEOs. As a result, similar to 
Xu and Ma (2021), we employ the CEOs’ famine experience as our independent variable. 

This study differs from Xu and Ma’s (2021) analysis of a favorable relationship between CEOs’ hunger experiences and CSR activity. 
The primary discrepancy may stem from the utilization of different research samples. Xu and Ma (2021) utilized a research sample 
comprised of both state-owned and privately owned companies. We select non-state-owned listed enterprises as our research sample 
because, as argued in the main body of this paper, Chinese state-owned firms suffer with especially complex CSR issues. 

CSR activities in privately held companies may be affected by strategic company determinants and executive behavioral charac-
teristics. However, the political mission influences the CSR policies of state-owned corporations. According to the State-owned Assets 
Supervision and Administration Commission of the State Council (2021), “economic efficiency is not the primary purpose of Chinese 
state-owned enterprises. The ‘great rejuvenation of the Chinese country’ is the ultimate objective and major requirement of state- 
owned enterprises, which are supported by the state. State-owned firms should prioritize generating shared prosperity in order to 
enhance the quality of life for citizens. Due to these unequal positions, it is difficult to compare the CSR practices of state-owned and 
non-state-owned enterprises.” 

In addition, the distribution of authority among individuals responsible for CSR concerns in state-owned companies is more 
complex. The Secretary of the Party Committee of state-owned businesses has unique power over social responsibility concerns in a 
typical state-owned enterprise. These conditions impose significant restraints on CEOs (See Tang-Lee, 2016). Therefore, we propose to 
select non-SOEs as our research sample in order to more precisely evaluate the CEOs’ behavioral characteristics in relation to their CSR 
decisions. Finally, this research differ from Xu and Ma (2022) in calculating overall CSR ratings and identification strategies. 

2. Hypothesis development 

2.1. Background: great Chinese famine (1959–1961) 

We exploit the Great Chinese Famine to construct an empirical analysis. Lasting from 1959 to 1961, the famine precipitated the 
deaths of 17–45 million people (Ebrey, 2009; Gráda, 2011; Peng, 1987; Smil, 1999). Scholars generally agree that political radicalism 
was the root cause of the famine (Kung and Chen, 2011; Kung and Lin, 2003; Yang et al., 2014; Yang and Su, 1998). Although the 
Chinese government frowns on detailed discussion, they concede that this disaster can be largely attributed to the Great Leap Forward. 
In an officially published book entitled History of Chinese Communist Party, the writers state: “the Great Chinese Famine and its severe 
impacts originate from [the] Great Leap Forward (dayuejin) and the movement to establish people’s communes (renminggongshe). We 
should summarize and remember the deeply-grieved lessons” (Party History Research Center of the CPC Central Committe, 2011). 

The effects of the famine were pervasive in China. In market-oriented economies, regions can cope with famine by procuring food 
from other areas. However, China’s inflexible centrally planned grain procurement policy hindered cross-regional grain allocation. 
Under this policy, unsurprisingly, the famine even infiltrated regions with high food productivity (Meng et al., 2015).2 Owing to its 
exogeneity and ubiquity, the Great Chinese Famine provides a suitable setting to investigate the association between traumatic ex-
periences and people’s social preferences. The strict household registration system (hukou) from 1949 to 1978 also prohibited people 
from migrating freely, a circumstance which alleviates experimental concerns about self-selection (i.e., people with more abundant 
social resources might migrate to evade the famine’s disastrous effects). 

Moreover, the central government’s measures to tackle the famine were disappointing. The excess death rate soared in most regions 
across China after 1959, while radical agriculture policies were stubbornly persistent. The government covered up related reports and 
punished local officers who resisted the collective grain procurement policies (Kung and Chen, 2011). Political rigidness and arrogance 

2 Carraro and Ferrone (2019) presented solid evidence that local governments could not mitigate the famine: in 1958, the quotas of aggregate food 
handed over to the central government were under governmental control, and local officers could only increase these quotas. 
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worsened an already dire situation. In sum, this bleak historical backdrop contributed to shared memories among those who expe-
rienced this trauma and came to play a key part in their collective values. 

2.2. Literature review 

Current evidence on the relationship between traumatic experiences and social preferences is inconclusive. 
On one hand, research from both psychology, sociology, and recent relevant empirical studies suggest that traumatic experiences 

will improve human beings’ social preferences. For example, Li et al. (2013) found that experiencing a natural disaster can increase 
children’s altruism. Specifically, A disaster is related to less access to food and material goods and increased vulnerability to dangers. 
This type of adversity stimulates a person’s empathy, which has both cognitive and emotional components. (Perren et al., 2012; Smith, 
2006) and can lead to increased prosocial motivations and actions (Li et al., 2013; Piff et al., 2010). Further, Lamm et al. (2011) and 
Decety (2015) have found that certain brain regions connected with empathy are active when individuals experience grief and sadness, 
allowing them to emotionally share the agony of others during a crisis. Additionally, studies have demonstrated that people act more 
altruistically when they have fewer material possessions (Kraus and Keltner, 2009; Piff et al., 2010). This suggests that a disaster leads 
to a lack of access to food and material goods, as well as increased vulnerability to danger, which can result in heightened empathy. 

Based on this evidence, CEOs who experienced the Great Famine are more likely than those who did not exhibit higher levels of 
empathy. This heightened empathy can result in altruistic conduct, such as corporate giving, with the aim of enhancing the well-being 
of others (Batson et al., 1991, 1995; Campbell et al., 2002; Du, 2015) Moreover, according to notion of the upper echelons, CEOs’ 
propensity to empathize can significantly influence their organizations’ strategic decisions (Hambrick, 2007; Hambrick and Mason, 
1984). Therefore, we anticipate that CEOs who lived through the Great Famine will demonstrate a higher level of responsible 
engagement. 

However, there is also mixed evidence. Knutson (1995) found that the link between maltreatment and adverse outcomes is not 
always clear and that some children from maltreating backgrounds do not evidence apparent adverse outcomes. This suggests that 
early trauma experience does not always result in negative social preferences in adulthood. 

On the other hand, some evidence suggests a negative association between early traumatic experience and later prosocial pref-
erence. For example, Prior et al. (2021) found that experiencing one or more trauma types was negatively associated with the cognitive 
domain of altruism, experiencing physical neglect was associated with the affective domain, and having a family member involved in 
domestic violence was associated with the behavioral domain. Campbell et al. (2016) found that children exposed to increased non- 
family-based traumatic events had a greater likelihood of being a member of the moderate-risk group, whereas children exposed to 
increased family-based traumatic events had a greater likelihood of being a member of the high-risk group. Armstrong and Kelley 
(2008) found that 69% of criminal offenders reported childhood trauma and maltreatment antecedents. 

Moreover, a series of studies found victims of disasters often experience a significant decline in their interpersonal trust level, 
community attachments, and the ability to feel compassion for others’ agony (Gill and Picou, 1998; Ritchie and Gill, 2006). As a result, 
they prioritize their individual survival over the well-being of others (Dirks et al., 1980). For example, Lipscomb (1945) observed in the 
Bergen-Belsen concentration camp that victims’ selfishness is positively associated with human-induced suffering. This suggests that 
CEOs who experienced trauma experience will disregard the interests of others and may reflect their social preferences on their firms’ 
CSR activities, particularly if such activities do not directly benefit themselves (e.g., Edmans, 2012; Hubbard et al., 2017). 

In sum, theoretical and empirical evidence on the relationship between early trauma experiences and later social preference is 
mixed. This brings confusion when we investigate the relationship between CEOs’ famine experience and firms’ CSR engagement. 

2.3. Conceptual framework and hypotheses 

To reconcile these contradictory theoretical and empirical evidence, we propose it is essential to consider nature of traumatic 
experiences (man-made vs natural) when examining the relationship between famine experiences and social preferences. Drawing on 
Anderson (2000) simplified cognitive model, we first construct a model to explain the mechanism whereby traumatic experiences 
influence CEOs’ CSR practices. Our model is depicted in Fig. 1. 

Layer 1 in Fig. 1 portrays how people process stimuli. After encountering a stimulus, a person forms interpretations of it (e.g., why 

Fig. 1. Association between trauma and prosocial preferences. 
This figure illustrates the association between traumatic events and social preferences. The first layer outlines a general cognitive model in which 
human beings process stimulus events. In the second layer, traumatic events are mapped onto this simplified model, which shows that the causal 
attribution of trauma plays a dominant role in victims’ social preferences. 
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the stimulus occurred, whether natural or man-made) and reacts accordingly. 
We map traumatic events onto this simplified cognitive model to create the second layer of Fig. 1. Following the pictured 

mechanism, we propose a conceptual framework that explains the effects of the famine experience on CSR practices. Our conceptual 
framework is presented in Fig. 2. 

Personality psychology indicates the causal attribution of a trauma plays an important role in fuelling victims’ post-traumatic 
reactions (see Gray and Lombardo, 2004; Joseph et al., 1993; Mikulincer and Solomon, 1989). We apply this insight to collective 
trauma. In particular, we propose that people undergoing both mental and material pain will form their own interpretations of their 
suffering. The effects of man-made disasters are distinct from natural disasters in terms of community attachment and other social 
preference–related indices (Gill and Picou, 1998). If suffering is conceived as the outcome of a natural disaster, victims recognize its 
inevitability and express profound sympathy for others who have shared their experiences (Price, 2000; Tedeschi et al., 1998). Some 
empirical research has shown that disasters positively influence prosocial preferences. For example, Veszteg et al. (2015) took the 
Japanese Tohoku earthquake and tsunami as a natural experimental setting to conduct field trust games. They found that trust 
increased after the disaster. 

Many studies have substantiated the assumption that man-made disasters erode trust and community connections. Ritchie (2004) 
delved into the effects of man-made disasters on community corrosiveness. Referring to qualitative data from in-depth interviews and 
participant observations, he saw that trust and community attachment declined significantly in the aftermath of a man-made disaster. 
Further, Ritchie and Gill (2006) determined that man-made disasters impose extensive negative effects on various forms of social 
capital. They systematically reviewed empirical findings and devised a conceptual framework in which communities affected by man- 
made disasters experienced lower trust, disrupted community attachment and affiliation, reduced goodwill and sympathy, and low 
reciprocity. Eroded social capital leads victims to demonstrate more solitary attitudes and less prosocial preferences (Edelstein, 1988, 
2000; Greenwald, 2002; Okello et al., 2013). 

According to Meng et al. (2015), national food production remained well above per-capita subsistence needs from 1959 to 1961. 
The Noble laureate Amartya Sen (1999) referred to the Great Chinese Famine thusly: “In the terrible history of famines in the world, no 
substantial famine has ever occurred in any independent and democratic country with a relatively free press.” With the reason for the 
Great Chinese Famine made clear, people who withstood it came to attribute the catastrophe to political policies. Some even delivered 
radically harsh critiques of the top echelons of the Chinese government (see Qi, 2020). Attribution of the Great Chinese Famine in fact 
generated significant moral injury, a concept which Shay (2012) defined as the psychological consequence of a betrayal of what is right 
by someone who holds legitimate authority in a high-stakes situation. Put simply, the Great Chinese Famine tarnished President Mao’s 
spotless image and spurred victims’ resistance to Mao’s unwavering drumbeats of contribution and collectivism (Chen and Yang, 
2015). Thus, the causal attribution of the Great Chinese Famine created breaches in social moral contracts and damaged victims’ belief 
systems (Bernstein, 2005; Janoff-Bulman and Morgan, 1994; Walker, 2006). 

Prosocial preferences are inherently tied to CSR behavior. Prosocial attitudes involve “voluntary actions undertaken to benefit 
others, such as sharing, donating, caring, comforting, and helping” (Caprara et al., 2012). CSR, as a firm practice, partly conveys firms’ 
ethical responsibilities and can reflect the prosocial preferences of top management as argued by upper echelons theory (Hambrick, 
2007; Hambrick and Mason, 1984). Empirical evidence also indicates that firm leaders’ prosocial preferences will affect firms’ CSR 
practices (Tekleab et al., 2021). As such, CEOs’ prosocial preferences are apparent in their CSR decisions (Marquis and Tilcsik, 2013). 
We propose Hypothesis 1 as follows: 

H1. CEOs who experienced the Great Chinese Famine invest less in CSR than a comparison group. 

3. Data 

We obtain firm and CEO characteristics from the China Stock Market & Accounting Research (CSMAR) database. In this study, we 
mainly focus on 1043 Chinese non-state-owned companies for the period spanning 2010–2016. We choose this period because CSR 
data began to be gathered in 2010. From 2010 to 2016, Chinese listed companies’ CSR engagement was typically voluntary, whereas in 
2017, the Morgan Stanley Capital International Index (MSCI) officially included Chinese listed firms (MSCI Index, 2017). The MSCI 
required a detailed and specific framework in CSR disclosures and instituted more stringent criteria for CSR engagement. Since the 
MSCI opened its doors to Chinese listed firms, most Chinese firms have adjusted their CSR engagement and established associated 
strategic plans (Guo, 2018). This shock (i.e., inclusion in the MSCI) has profoundly affected firms’ CSR engagement (Kim et al., 2013), 
hence our focus on the pre-shock period. 

Notably, in state-owned companies, the government essentially constrains CEOs’ decision-making power (Feng and Johansson, 
2017)—particularly for decisions related to highly complex social issues.3 To retain consistency and comparability, we further exclude 
observations from financial industry firms because these firms are subject to unique accounting criteria, such as the leverage ratio and 

3 In typical Chinese state-owned-companies, CEOs share decision-making power with Party secretaries. In most cases, CEOs are responsible for 
operations while Party secretaries wield decision-making influence on issues such as employee well-being (sanzhongyida in Chinese); see Chang and 
Wong (2004) for a detailed discussion of political control in Chinese state-owned enterprises. A list of specific issues over which Party secretaries in 
these enterprises hold decision-making power appears in the Bulletin of the Sixth Plenary Session of the 14th Central Commission for Discipline 
Inspection (available at http://www.ccdi.gov.cn/xxgk/hyzl/) and “Opinions on further promoting the implementation of the ‘sanzhongyida’ 
decision-making system in state-owned enterprises” (available at http://www.sasac.gov.cn/n2588035/n2588320/n2588335/c4260827/content. 
html). 
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operations–cash ratio. 

3.1. Data on CEOs’ traumatic experiences 

We construct a dummy variable Famine that is equal to 1 if the CEOs experienced the Great Chinese Famine and 0 otherwise (all 
CEOs included in our sample were born in China). No current data exist on CEOs’ experiences during the Great Chinese Famine. We 
collect information on CEOs’ birth cohorts from the CSMAR dataset for the sample period between 1942 and 1988. We split the sample 
into a treatment group (CEOs born in and before 1961) and a control group (those born after 1961). Parenthetically, due to the 
limitations of natural data, a reasonable question is whether the famine showed a sharp cut-off point (i.e., historians claimed the 
famine’s effects might briefly persist after 1962). For robustness, we later exclude observations for people born in 1961 to construct 
subsamples to relieve this concern. 

Another birth-year issue is worth clarifying: our sample includes CEOs who were very young (e.g., 3 years old) when experiencing 
the Great Chinese Famine. Can these CEOs remember it? The psychology literature has shown that children who suffered extreme 
trauma early in life retain accurate memories of the event (Terr, 1988). More importantly, extreme trauma can strongly influence 
victims’ personalities, even if the victims cannot remember the traumatic experience specifically (see Bogat et al., 2006). 

3.2. Data on corporate social responsibility 

We use CSR ratings from Hexun (the earliest-established internet service provider for vertical financial information in China) to 
measure CSR. Hexun rates companies’ CSR using one overall score based on five components: employee relations, supplier relations, 
shareholders,4 communities, and environmental protection (see variable definitions in the Appendix). The CSR score on each 
dimension consists of 13 subtopics and 37 tertiary indicators. Hexun.com aggregates all scores for strengths and concerns, adjusting 
their weights according to industry type. A higher CSR score indicates greater CSR engagement. 

Taking environmental CSR as an example, the score is composed of five sub-items: environment-protection consciousness, 
environment-management system certification, environment-protection investments, pollutant categories, and energy-saving cate-
gories. Some are measured with quantitative data from annual CSR reports, and others are based on qualitative information acquired 
through public channels. Hexun integrates these items and assigns them corresponding weights to compute a final rating. In some 
cases, the weights of the same items vary by industry. Many researchers have used Hexun’s CSR score to investigate CSR practices in 
China (An, 2021; Hu et al., 2021; Su, 2019; Yi et al., 2021; Zhao and Xiao, 2019). We acknowledge that no evaluation system is perfect. 
However, Hexun provides a well-structured system to evaluate firms’ prosocial policies. Meng et al. (2014) found that actual CSR 
engagement is incongruent with firm-disclosed information. Referring to an institutional CSR measurement not only avoids the above 
problems but also ensures that the data are more objective. Following Cronqvist and Yu (2017), we normalize CSR scores between 
0 and 1 for a more straightforward examination of the estimated analyst coverage effect. 

3.3. Control variables 

Following the literature, we use firm-level variables as controls: asset size, return ratio of assets (ratio of return/assets at the end of 

Fig. 2. Conceptual framework explaining the association between the great Chinese famine and CSR practices. 
This figure illustrates the association between the Great Chinese Famine and CSR practices. The famine imposed its effects on victims via two 
channels: mental and material. Material scarcity exacerbated victims’ mental pain. 

4 Many CSR studies do not address the shareholder dimension (see Liang and Renneboog, 2017, for a review); however, it is reasonable that 
Hexun includes this dimension in the Chinese context. China’s capital market is far from mature and well-regulated. Some scholars have argued that 
listed companies use the capital market to benefit themselves rather than to protect stakeholders’ interests (Feng and Stewart, 2015). Hexun’s 
shareholder CSR dimension contains more than financial metrics (e.g., credit approval and innovation), which are based on qualitative evidence 
collected by Hexun. These facets are highly informative of firms’ CSR practices in the Chinese context. 
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each year), debt ratio (ratio of debt/assets at the end of each year), cash holdings (ratio of cash/assets at the end of each year), founding 
year (natural logarithm of a company’s founding year), market-to-book ratio (ratio of market value/book value at the end of each 
year), and fixed asset ratio (ratio of fixed assets/total assets at the end of each year) (Chih et al., 2010; Reverte, 2009). We also control 
for CEO-specific variables: gender, age, educational background, and income. We obtain these data from CSMAR. 

3.4. Summary statistics 

Panel A in Table 1 presents the summary statistics for CEOs who did and did not experience the Great Chinese Famine. Our sample 
contains 1368 observations; CEOs affected by the famine constitute about 26% of cases. Panel B displays the summary statistics for firm 
characteristics. We list information for firms whose CEOs did not and did experience the famine, respectively. In line with Panel B, 
Panel C includes a comparison of CEO characteristics between the two groups. Panel D contains summary statistics related to the CSR 

Table 1 
Summary statistics.  

Panel A: Frequency of CEOs of various birth-cohorts 

1942– 1947: 
Famine14–21 61 

1948– 1954: 
Famine7–13 290 

1955– 1957: 
Famine4–6 310 

1958– 1961: 
Famine0–3 707 

Born after 1962 3888 
Total 5256   

Panel B: Firm characteristics 

Variables Listed firms with CEOs who did not 
experience the famine 

Listed firms with CEOs who experienced 
the famine 

N Mean Median StD N Mean Median StD 

ROA (Return/Assets) 3888 0.052 0.047 0.46 1368 0.053 0.04 0.05 
Leverage (Debt-to-assets ratio) 3888 0.37 0.36 0.2 1368 0.37 0.35 0.21 
Company Set Year 3888 1997 1998 4 1368 1996 1998 4 
Market-to-Book Ratio 3888 0.68 0.49 0.65 1368 0.73 0.52 0.71 
Size (Natural logarithm of a company’s equity market capitalization) 3888 21.9 21.75 1.08 1368 21.83 21.61 1.16 
Cash/Assets 3888 0.04 0.03 0.07 1368 0.04 0.04 0.07 
Fixed Asset/Total Assets 3888 0.18 0.16 0.13 1368 0.18 0.2 0.14   

Panel C: CEO characteristics 

Variables Listed firms with CEOs who did not experience the famine Listed firms with CEOs who experienced the famine 

N Mean Median StD N Mean Median StD 

Female CEOs 3888 6.70%   1368 7.60%   
Age 3888 45.37 46 4.97 1368 55.86 55 4.83 
College (or above) CEOs 3888 75%    70%   
Annual Income (RMB) 3876 739,136 500,000  1365 827,515 522,000    

Panel D: CSR scores 

Variables Listed firms with CEOs who did not experience the famineListed Listed firms with CEOs who experienced the famine 

N Mean Median StD N Mean Median StD 

CSR Score 3888 28.9 22.91 17.53 1368 27.89 22.67 17.14 
CSR_shareholder 3888 15.38 15.59 4.94 1368 15.5 15.805 5 
CSR_employee 3888 3.1 1.68 3.54 1368 2.82 1.43 3.57 
CSR_product 3888 2.6 0 5.73 1368 2.2 0 5.28 
CSR_enviroment 3888 2.39 0 5.61 1368 2.03 0 5.24 
CSR_community 3888 5.38 4.54 3.79 1368 5.24 4.31 3.87 

The table presents the summary statistics for the datasets used in this study. The data are from Chinese non-state-owned firms for the period 
20,010–2016. The data on corporate social responsibility (CSR) is from the Hexun CSR Rating database. The data on firms’ and CEOs’ characteristics 
are from the CSMAR databases. Fifteen observations of CEOs’ income are missing. The unit of income is RMB. See the appendix for definitions of 
variable. 
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Table 2 
Pairwise correlation of main variables.   

CSR_Score famine SetYear Distance Size Leverage ROA MB Cash Fixed_asset CEO_age Bachelor Female Income 

CSR_Score 1 − 0.02 0.10*** − 0.01 0.28*** − 0.01 0.46*** 0.06*** 0.25*** − 0.14*** 0.01 0.09*** − 0.01 0.35*** 
famine − 0.03** 1 − 0.00 − 0.76*** − 0.04*** − 0.00 0.00 0.04*** 0.02 0.08*** 0.71*** − 0.14*** − 0.02 0.03** 
SetYear 0.10*** 0.00 1 0.03* 0.35*** 0.32*** − 0.13*** 0.16*** 0.08*** 0.03** 0.11*** 0.03* 0.01 0.20*** 
Distance − 0.01 − 0.73*** 0.03* 1 0.06*** 0.02 − 0.02* − 0.04*** − 0.00 − 0.06*** − 0.94*** 0.08*** − 0.02* − 0.04*** 
Size 0.34*** − 0.03** 0.35*** 0.04*** 1 0.60*** − 0.12*** 0.52*** 0.02 − 0.04*** 0.05*** 0.07*** 0.02 0.43*** 
Leverage 0.05*** − 0.00 0.32*** 0.01 0.61*** 1 − 0.40*** 0.57*** − 0.11*** 0.05*** 0.02* 0.04** 0.00 0.22*** 
ROA 0.42*** 0.01 − 0.09*** − 0.03* − 0.08*** − 0.36*** 1 − 0.42*** 0.39*** − 0.05*** − 0.02 0.01 − 0.01 0.13*** 
MB 0.16*** 0.04** 0.19*** − 0.04*** 0.60*** 0.60*** − 0.32*** 1 − 0.17*** 0.10*** 0.02* − 0.05*** 0.01 0.15*** 
Cash 0.19*** 0.01 0.09*** − 0.01 − 0.01 − 0.13*** 0.42*** − 0.15*** 1 0.29*** 0.04*** 0.00 0.00 0.13*** 
Fixed_asset − 0.09*** 0.07*** 0.06*** − 0.05*** − 0.04*** 0.06*** − 0.07*** 0.02 0.28*** 1 0.06*** − 0.11*** 0.03** − 0.06*** 
CEO_age 0.00 0.69*** 0.11*** − 0.95*** 0.06*** 0.03** − 0.01 0.03* 0.04*** 0.06*** 1 − 0.06*** 0.03** 0.12*** 
Bachelor 0.07*** − 0.14*** 0.04*** 0.10*** 0.09*** 0.03** 0.01 − 0.00 − 0.02 − 0.11*** − 0.08*** 1 − 0.00 0.12*** 
Female − 0.00 − 0.02 0.01 − 0.03* 0.02 0.00 − 0.02 0.01 0.01 0.03* 0.03** − 0.00 1 0.01 
Income 0.19*** 0.02 0.09*** − 0.04*** 0.25*** 0.12*** 0.06*** 0.12*** 0.06*** − 0.05*** 0.06*** 0.05*** − 0.01 1  
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rating from the Hexun CSR dataset. 
In Table 1, we present statistics on the demographics of CEOs who did and did not experience the Great Chinese Famine. All 

variables apart from age are not significantly different by any conventional metric. It is noteworthy that CEOs who encountered the 
famine are naturally older than those who did not. As a result, we discuss possible age cohort effects in Section 4. We calculate mean 
CSR scores by industry; results appear in Table A3 of Appendix A. 

We also present the correlation matrix for all variables in Table 2. 

4. Empirical analysis 

4.1. Baseline analysis 

4.1.1. Specification 
Experts generally agree that the age at which victims face trauma will have differential effects. Yet psychologists have not reached a 

consensus on how to formulate various developmental stages by age. For instance, Krause (2005) outlined six age groups or devel-
opmental periods (before age 6, 6–11, 12–17, 18–30, 31–64, and age 65 or above) to examine the association between trauma and age. 
Others have used completely different cohorts. To alleviate this arbitrariness, our study includes a variable based on whether CEOs 
encountered trauma rather than using age cohorts in our specification. We therefore construct a variable Dist, defined as the value of 
the birth year of a CEO minus the cut-off year (1961), to capture age cohort effects. 

We estimate the following specification: 

CSRi,t = β0 + β1Famine+ β2Dist+XT β4 +φi + γt + εi,t (1) 

Results are provided in Table 3. 
Even when controlling age cohorts (by including Dist), famine experiences still produce significant negative effects on CSR scores. 

As such, H1 is supported. 
We also construct a set of nominal variables: Famine14–21 (CEOs born between 1940 and 1947), Famine7–13 (CEOs born between 

1948 and1954), Famine0–6 (CEOs born between 1955 and 1961), and Non-Famine (CEOs born after 1962). The superscripts of these 
variables denote the age when CEOs in different birth cohorts experienced the Great Chinese Famine. We construct the following 
specification accordingly: 

CSRi,t = β0 +
∑

βcCohortc,i,t +XT β4 +ϕi + γt + εi,t (2)  

Cohortc, i, t=1 represents the CEO of company i who belongs to cohort c. Results are displayed in Table 4. 
The coefficients for Famine14–21, Famine7–13, and Famine0–6 are all negative and statistically significant at the 1% level.5 These 

results show that compared with the baseline cohort (CEOs born after 1961), CEOs who experienced the Great Chinese Famine during 
different developmental stages all invest less in CSR practices. This finding is consistent with our main results and supports psycho-
logical theories asserting that one’s personality and values are significantly affected by traumatic events experienced before age 30 
(McCrae and Costa, 2003). 

4.2. Moderating role of age at which CEOs encountered famine 

Personality development is dynamic. According to the well-known life-stage theory of (Erikson and Erikson, 1998; Maree, 2021), 
people’s mentality and psychological maturity differ across the life span. For example, the extreme feeling of starvation remains in 
infants’ memories (Wang, 2001). Many studies have verified that people’s perceptions of trauma at different ages can generate 
distinctive psychological outcomes. Krause (1993) identified that the loss of a parent through death or divorce produces a more 
detrimental effect on psychological health if it occurs before the child is 16. Ogle et al. (2013) found that older adults who experienced 
their currently most distressing traumatic event during childhood exhibited more severe symptoms of PTSD and lower subjective 
happiness compared with older adults who experienced their most distressing trauma after the transition to adulthood, this indicates 
that trauma experienced in childhood has more severe consequences than trauma experienced in adulthood. This inference that 
exposure to various traumatic events is especially deleterious if encountered during the early stages of life not only echoes classical 

5 The point of estimate of Famine7–13 in Column 1 is not significant. It is noteworthy that the Famine7–13 is negatively significant, which should be 
relied more on for COE-level characteristics controlled in Column 2. Nonetheless, we also offer possible explanations for why the insignificance in 
column 1 emerged. In 1949, after years of civil war, the Communist Party of China (CPC) emerged victorious and established the People’s Republic 
of China, with Mao Zedong as its first Chairman. This marked the end of the rule of the Nationalist government in 1912, which was replaced by the 
People’s Republic of China in 1949 (Wang, 2008). This event may have had an impact on the attitudes of Chinese CEOs born between 1948 and 
1954 toward corporate social responsibility (Benson, 2011; Dreyer, 1995; Li, 1994). Those born close to a historical event, like the establishment of 
the PRC, may have a stronger connection to it and feel a sense of national pride and responsibility to contribute to the growth and development of 
their country. Additionally, they may have a greater understanding of the occurrence of great famine, which relieves the extent of trauma caused by 
it. Therefore, the Great Chinese Famine did not deeply imprint the characters of CEOs born during the country’s founding period to drive their firms’ 
conservative CSR investment policy. 

C. Xu et al.                                                                                                                                                                                                              



Pacific-Basin Finance Journal 79 (2023) 102010

10

investigation (e.g., Wheaton et al., 1997), but also is replicated by many recent studies (e.g. Sizemore et al., 2022; Wojciechowski, 
2022). Thus, we conclude that older victims might therefore be more resilient to the shock of a famine than younger ones (e.g., older 
victims are more capable of finding alternative foods to relieve starvation). Likewise, the role of the causal attribution of famine 
experiences in ethical behavior suggests that older victims are often more reluctant to attribute the cause of the Great Chinese Famine 
to political radicalism; they have received more education on communism. They might then be more willing to persuade themselves 
that this disaster was a natural one. To test the above predictions, we estimate the following specification: 

CSRi,t = β0 + β1Famine+ β2Dist+ β3Famine*Dist+XT β4 +φi + γt + εi,t (3)  

where CSR represents a CSR rating, i indexes firms, and t indexes the year. Famine is a binary variable equal to 1 if a CEO experienced 
the Great Chinese Famine and 0 otherwise. Dist is a variable defined as the value of the birth year of a CEO minus the cut-off year 
(1961). The interactive variable, Famine * Dist, is constructed to capture the moderating effect of CEOs’ age when experiencing the 
famine on the association between famine experiences and CSR practices. By including Dist and Famine * Dist, our approach mirrors the 
psychological theory positing that experiencing trauma at different ages affects people differently (O’connor, 2003) while eliminating 
cohort effects (i.e., birth cohorts might yield a general tendency on CSR practices). The variable Dist can also be seen as the normalized 
birth-year value. Therefore, by including it, we can allay the concern that a significant association between famine experience and CSR 
practices originates from birth-year effects. XT is a vector of control variables for both firm features (return/assets, leverage [debt-to- 
assets ratio], year of firm establishment, market-to-book ratio, equity market capitalization, cash/assets, fixed assets/total assets) and 
CEO characteristics (gender, education level, salary, and age when becoming CEO). γ are sets of fixed effects (industry and year) 
through which we conduct a homogenous comparison between firms whose CEO experienced the famine or not within the same 
industry and same year. ε is the error term. We report White (1980) heteroskedasticity-robust standard error, which is clustered at the 
industry level and year level. Results are presented in Table 5. Column 1 includes firm characteristics along with industry- and year- 
level fixed effects. The coefficient for the treatment variable, Famine, is − 0.07 and statistically significant at the 1% level. 

Table 3 
Famine-experience effect and corporate social responsibility.  

Variables CSR_Score CSR_Score 

Famine − 0.0711*** − 0.056***  
(0.0182) (0.0194) 

Distance − 0.003** 0.009  
(0.0012) (0.0091) 

SetYear 0.106*** 0.108***  
(0.0249) (0.0256) 

Size 0.203*** 0.189***  
(0.0119) (0.0115) 

Leverage − 0.301*** − 0.284***  
(0.0474) (0.0468) 

ROA 4.454*** 4.410***  
(0.441) (0.441) 

MB 0.006 0.007  
(0.0207) (0.0208) 

Cash 0.199** 0.182*  
(0.100) (0.100) 

Fixed_asset − 0.062 − 0.056  
(0.0597) (0.0587) 

CEO age  0.503   
(0.407) 

Bachelor  0.0393***   
(0.0129) 

Female  − 0.0280   
(0.0251) 

Income  0.001***   
(0.0000) 

Constant − 1.649*** − 3.368**  
(0.228) (1.636) 

Observations 5256 5241 
R-squared 0.380 0.385 

The table presents the regressions on the corporate social responsibility ratings. The data 
are from Chinese listed non-state-owned firms for the period 2010–2016. The CSR score is 
the dependent variable. We construct a variables DIST equals the CEO’ birth year minus 
1961. Firm characteristics and CEO characteristics are the firm-level and CEO-level con-
trols included in Table 1. Standard errors are reported within parentheses and are White 
(1980) heteroskedasticity-robust and clustered at the industry-level and year-level. The 
number of observations in Column 2 is 5241 with some values of CEO-characteristic var-
iables missing. The ***, **, and * mean that the point estimate is significantly different 
from zero at the 1%, 5%, and 10% levels, respectively. 
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Table 5 highlights several important findings. First, the negative effects of famine experience on CSR practices are statistically 
significant at the 1% level across all specifications. These results indicate that CEOs’ experience with the Great Chinese Famine sta-
tistically and significantly mitigate their CSR practices. Second, the coefficients for Distance are positive and statistically significant at 
the 5% level; moreover, the coefficients for the interactive variable, Famine_x_Distance, are negative and statistically significant at the 
1% level at least. Thus, the adverse effects of CEOs’ famine experience are moderated by the age at which CEOs experienced the 
famine. Specifically, the negative impacts of famine experience on CSR investment are more pronounced for CEOs who experienced the 
famine at a younger age, which supports Hypothesis 2. 

5. Endogeneity discussions and robustness checks 

5.1. Discussion of empirical challenges 

A prime concern is whether CEOs who lived through the Great Chinese Famine bear features that might produce serious bias in our 
estimations. For example, those who endured the famine may have been born to families of higher socioeconomic status. This concern 
is less important upon considering the context of China in the 1960s: the country’s Gini coefficient was around 0.16 (Chinese Academy 
of Social Science, 2002), close to the level of absolute equality. 

A review of history in the 1950s and 1960s shows that serial movements such as Land Reform, the Movement of Three Antis & Five 
Antis, and the anti-rightist movement indeed diminished the wealth and privilege of individuals or families. In other words, in terms of 

Table 4 
Famine-experience effect in different cohorts and corporate social responsibility.  

Variables (1) (2) 

CSR_Score CSR_Score 

Famine14–21 − 0.140*** − 0.196***  
(0.0490) (0.0547) 

Famine7–13 − 0.024 − 0.056*  
(0.0280) (0.0321) 

Famine0–6 − 0.043*** − 0.068***  
(0.0150) (0.0179) 

SetYear 0.106*** 0.107***  
(0.0249) (0.0256) 

Size 0.203*** 0.189***  
(0.0119) (0.0115) 

Leverage − 0.296*** − 0.279***  
(0.0475) (0.0468) 

ROA 4.459*** 4.412***  
(0.442) (0.441) 

MB 0.006 0.006  
(0.0208) (0.0208) 

Cash 0.200** 0.184*  
(0.101) (0.100) 

Fixed_asset − 0.062 − 0.056  
(0.0602) (0.0591) 

CEOage  0.122**   
(0.0592) 

Income  0.001***   
(0.0000) 

Female  − 0.027   
(0.0251) 

Bachelor  0.041***   
(0.0130) 

Constant − 1.661*** − 1.869***  
(0.228) (0.338) 

Observations 5256 5241 
R-squared 0.380 0.386 

The table presents the regressions on the corporate social responsibility ratings. The data 
are from Chinese listed non-state-owned firms for the period 2010–2016. The CSR score is 
the dependent variable. We construct four dummy variables: Famine14–21 (CEOs born 
between 1940 and 1947), Famine7–13 (CEOs born between 1948 and 1954), Famine0− 6 

(CEOs born between 1955 and 1961) and Non-Famine (CEOs born after 1962). The Non- 
Famine is the baseline variable. Firm characteristics and CEO characteristics are the firm- 
level and CEO-level controls included in Table 1. Standard errors are reported within 
parentheses and are White (1980) heteroskedasticity-robust and clustered at the industry- 
level and year-level. The number of observations in Column 2 is 5241 with some values of 
CEO-characteristic variables missing. The ***, **, and * mean that the point estimate is 
significantly different from zero at the 1%, 5%, and 10% levels, respectively. 
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socioeconomic status, Chinese society was highly homogeneous in the 1950s and 1960s. 
Moreover, urban residents could have lived through the famine. Two points are worth mentioning here. First, before the Great 

Chinese Famine, the urbanization ratio (urban population/total population) was only 12.84% (National Bureau of Statistics of China, 
1954). The bulk of the population lived in rural areas. Second, in 1953, China began to implement a state monopoly on purchasing 
grain that inflicted grain quotas on rural and urban families strictly according to the number of family members. Although rural 
residents might have been more vulnerable to the famine, most upper executives lived in cities. Whether an essential difference exists 
between rural and urban populations remains to be seen. As Yang (2012) remarked, “…there might be a time-lag of the starvation 
between the urban and rural areas, whereas to stop the spreading from the rural to the urban is impossible under the grain procurement 
system.” 

5.2. Addressing endogeneity using evidence from excess death rate 

In this subsection, we exploit different degrees of severity across regions to conduct a robustness check. Scholars usually measure 
region-specific severity with the excess death rate (EDR) of the Great Chinese Famine. 

A handful of calculations are available for the EDR. Chen and Zhou (2007) calculated the EDR as the difference between the death 
rate in 1960 and the average death rate from 1956 to 1958. Taking mortality in 1957 as the benchmark, the calculated average 

Table 5 
Famine-experience effect and corporate social 
responsibility.  

Variables CSR_Score 

Famine − 0.071***  
(0.0204) 

Distance 0.023**  
(0.0098) 

Famine_x_Distance − 0.011***  
(0.0037) 

SetYear 0.105***  
(0.0255) 

Size 0.188***  
(0.0115) 

Leverage − 0.279***  
(0.0472) 

ROA 4.406***  
(0.440) 

MB 0.006  
(0.0208) 

Cash 0.178*  
(0.100) 

Fixed_asset − 0.056  
(0.0590) 

Female − 0.027  
(0.0251) 

Bachlor 0.043***  
(0.0130) 

Income 0.001***  
(0.0000) 

AgeCEO 1.076**  
(0.441) 

Constant − 5.594***  
(1.769) 

Observations 5241 
R-squared 0.386 

The table presents the regressions on the corporate social 
responsibility ratings. The data are from Chinese listed 
non-state-owned firms for the period 2010–2016. The 
CSR score is the dependent variable. Famine is an indi-
cator variable that equals one if a CEO experienced the 
Great Chinese Famine, and zero otherwise. Firm and CEO 
characteristics are the firm-level and CEO-level controls 
included in Table 1. Standard errors are reported within 
parentheses and are White (1980) heteroskedasticity- 
robust and clustered at the industry-level and year- 
level. ***, **, and * mean that the point estimate is 
significantly different from zero at the 1%, 5%, and 10% 
levels, respectively. 
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mortality rate across 1956–1958 might be more robust to random factors of a specific year; however, the difference across calculations 
is negligible. As a result, we follow Feng and Johansson (2018) and calculate the EDR by subtracting the average death rate during 
1956–1958 from the death rate in 1960. The EDR for these years is obtained from the Chinese National Bureau of Statistics, reprinted in 
Lin and Yang (2000). 

We then match provincial variations in EDR with the birthplaces of CEOs born in or before 1961. No current dataset reports Chinese 
CEOs’ birthplaces because the Chinese Security Equity Commission does not require their disclosure. We collect these data manually 
by searching the internet for published biographies and by sending inquiries to listed companies’ Investor Relations departments. We 
use the EDR as a substitute for the Famine variable when re-estimating our specification; results appear in Table 6. The EDR is 
negatively significantly correlated with the CSR index. The EDR measures famine severity (i.e., the higher the EDR, the more severe the 
famine). This finding echoes our main results that CEOs who encountered the Great Chinese Famine demonstrate lower CSR 

Table 6 
Excess death rate in the great Chinese famine and 
corporate social responsibility.  

Variables CSR_Score 

EDR − 3.570***  
(0.969) 

Distance 0.0270***  
(0.00884) 

EDR_x_Distance − 0.443***  
(0.168) 

SetYear 0.101***  
(0.0253) 

Size 0.191***  
(0.0117) 

Leverage − 0.304***  
(0.0478) 

ROA 4.399***  
(0.455) 

MB 0.006  
(0.0212) 

Cash 0.174*  
(0.101) 

Fixed_asset − 0.0427  
(0.0590) 

AgeCEO 1.243***  
(0.408) 

Bachelor 0.0460***  
(0.0126) 

Female − 0.0215  
(0.0254) 

Income 0.001***  
(0.0000) 

Constant − 6.313***  
(1.657) 

Observations 5123 
R-squared 0.387 

The table presents regressions on the corporate social 
responsibility ratings. The data are from Chinese listed 
non-state-owned firms for the period 2010–2016. The 
CSR score is the dependent variable. We follow Feng 
and Johansson (2018) to use the estimated death rate 
(EDR) to represent the local variations in the severity 
of the Great Chinese Famine. The EDR is a continuous 
variable that represents the death rate for the famine 
years at the province-level. We manually collect the 
birthplace information of CEOs and then match the 
information with the EDR data. We exclude the ob-
servations of CEOs who were born in Macao, Tibet, and 
foreign countries. Thus, the number of observations is 
5123. Firm and CEO characteristics are the firm-level 
and CEO-level controls included in Table 1. Standard 
errors are reported within parentheses and are White 
(1980) heteroskedasticity-robust and clustered at the 
industry-level and year-level. ***, **, and * mean that 
the point estimate is significantly different from zero at 
the 1%, 5%, and 10% levels, respectively. 
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engagement. 

5.3. Evidence adding polynomial variables into specification 

Moreover, to control for the nonlinear relationship, we include polynomial variables—Distance^2 (square of Distance) and Dis-
tance^3 (cubic of Distance)—to re-estimate our specifications; see Table 7. These results also coincide with our main findings. 

5.4. Local average treatment effect (LATE) 

Our sample is not entirely immune to endogeneity related to unobserved factors. As Elder (2018) noted, “Each generation is 
distinguished by the historical logic and shared experience of growing up in a different time period … individuals are thought to 

Table 7 
Famine-experience effect and corporate social re-
sponsibility including polynomial variables.  

Variables CSR_Score 

Famine − 0.069***  
(0.0229) 

Distance − 0.004  
(0.0190) 

Famine_x_Distance − 0.011***  
(0.00377) 

Dist^2 − 0.000  
(0.0001) 

Dist^3 − 0.000  
(0.0001) 

SetYear 0.102***  
(0.0249) 

Size 0.191***  
(0.0117) 

Leverage − 0.300***  
(0.0476) 

ROA 4.398***  
(0.449) 

MB 0.00573  
(0.0211) 

Cash 0.173*  
(0.101) 

Fixed_asset − 0.0389  
(0.0596) 

Female − 0.0198  
(0.0256) 

Bachelor 0.0491***  
(0.0128) 

Income 0.001***  
(0.000) 

AgeCEO − 0.419  
(0.9791) 

Constant 0.195  
(3.8631) 

Observations 5123 
R-squared 0.388 

The table presents the regressions on the corporate social 
responsibility ratings including polynomial variables. 
The data are from Chinese listed non-state-owned firms 
for the period 2010–2016. CSR score is the dependent 
variable. Famine is an indicator variable that equals one if 
a CEO experienced the Great Chinese Famine, and zero 
otherwise. Distance^2 equals the square of Distance, and 
Distance^3 equals the cubic of Distance. Firm and CEO 
characteristics are the firm-level and CEO-level controls 
included in Table 1. Standard errors are reported within 
parentheses and are White (1980) heteroskedasticity- 
robust and clustered at the industry-level and year- 
level. The ***, **, and * mean that the point estimate is 
significantly different from zero at the 1%, 5%, and 10% 
levels, respectively. 
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acquire a distinct outlook and philosophy from the historical world, defined by their birth date, an outlook that reflects lives lived 
interdependently in a particular historical context.” It is unfortunately difficult to include unobservable but meaningful factors (e.g., 
shared social values and generation-specific historical outlooks) that might correlate with CEOs’ social preferences. 

To assuage these concerns as much as possible, we construct subsamples to acquire a LATE estimation. We propose that people 
might share similar social values and historical outlooks with peers of the same generation. We therefore construct subsamples for 
CEOs’ birth cohorts (1958–1963, 1959–1964, and 1959–1964) to re-examine the association between famine experience and CSR 
practices. Because we narrowed the time windows, our sample size decreased substantially. Smaller samples might be highly sensitive 
to ambiguity in discontinuity, although most historians agree that the Great Chinese Famine lasted from 1959 until 1961. However, 
1961 might not represent sharp discontinuity. We thus also present the results of these subsamples but exclude observations for 1961; 
see Table 8. 

Before we conduct LATE analysis, we examine whether the other control variables (except for the treatment variables) do not 
exhibit discontinuity around the cut-off point (Lee and Lemieux, 2010). This approach can offer reassurance that unobservable factors 
are likely also not discontinuous. Corresponding evidence appears in Figs. B1 and B2 of Appendix B. 

In Table 8, the 1st, 3rd, and 5th columns present the results of various time windows. The 2nd, 4th, and 6th columns show the 
results when we drop observations related to CEOs born in 1961. The coefficients for Famine are all negative and statistically significant 
at the 5% level at least. These results validate our main findings. 

5.5. Using exogenous shock 

Both the Shanghai Stock Exchange (SSE) and Shenzhen Stock Exchange (SZSE) began requiring CSR disclosure for a subset of 
corporations listed on their respective exchanges in December 2008. Specifically, for equities listed on the SSE, the mandatory list 
includes companies that are also listed abroad and financial companies; and for stocks listed on the SZSE, the list includes all com-
panies in the “Shenzhen 100 Index” (see Chen et al., 2018). The adoption of forced CSR disclosures helps reduce the selection bias 
associated with voluntary CSR disclosures. 

As a result, we run the same regression using the mandatary disclosure sample. The results are presented in Table 9. The point 
estimate of Famine is − 0.1, and is negatively significant at a 5%-level, which keeps consistent with our main findings. 

5.6. Additional analysis: decomposing CSR ratings 

The Hexun CSR dataset is composed of several categories: employee, shareholder, environment, supplier, and community. Table A2 
of the Appendix lists specific definitions for these indicators. Each category contains subcategories, which Hexun evaluates on the basis 
of publicly available information. Hexun then sums the scores based on corresponding weights (weights vary across industries). 

We are keenly interested in which categories drive the negative association between famine experiences and CSR practices. Hexun’s 
ratings differ from the CSR ratings of Kinder, Lydenberg, and Domini et al. (KLD, a social choice investment advisory firm), which 
many studies have used to investigate CSR ratings in Western economies. Hexun’s scoring includes an additional index that measures 
shareholder-related CSR. Hexun maintains that CSR should include firms’ responsibility to shareholders, especially to minority 

Table 8 
Famine-experience effect and corporate social responsibility using subsamples.  

Variables (1) (2) (3) (4) (5) (6) 

CSR_Score 
(1958– 1963) 

CSR_Score (1958– 
1960 & 1962– 1963) 

CSR_Score 
(1959– 1963) 

CSR_Score (1959– 
1960 & 1962– 1963) 

CSR_Score 
(1959– 1964) 

CSR_Score (1959– 
1960 & 1962– 1964) 

Famine − 0.159*** − 0.207*** − 0.151*** − 0.219*** − 0.0900** − 0.171**  
(0.0540) (0.0594) (0.0559) (0.0713) (0.0383) (0.0676) 

Distance 0.141 0.142 0.224 0.225 0.236* 0.220  
(0.179) (0.178) (0.224) (0.229) (0.142) (0.149) 

Famine_x_Distance − 0.0243 − 0.0536 − 0.0118 − 0.0622 − 0.0525* − 0.102**  
(0.0385) (0.0471) (0.0411) (0.0636) (0.0281) (0.0506) 

Firm 
Characteristics 

YES YES YES YES YES YES 

CEO 
Characteristics 

YES YES YES YES YES YES 

Industry FE YES YES YES YES YES YES 
Year FE YES YES YES YES YES YES 
Constant − 36.94 − 36.54 − 53.80 − 53.13 − 48.21* − 45.17  

(35.28) (35.14) (44.26) (45.30) (28.55) (29.86) 
Observations 1588 1346 1472 1230 1918 1676 
R-squared 0.370 0.389 0.370 0.390 0.392 0.410 

The table presents the regressions on the corporate social responsibility ratings using subsamples. The data are from Chinese listed non-state-owned 
firms for the period 2010–2016. CSR scores in different periods are the dependent variable. Famine is an indicator variable that equals one if a CEO 
experienced the Great Chinese Famine, and zero otherwise. Firm and CEO characteristics are the firm-level and CEO-level controls included in 
Table 1. Standard errors are reported within parentheses and are White (1980) heteroskedasticity-robust and clustered at the industry-level and year- 
level. The ***, **, and * mean that the point estimate is significantly different from zero at the 1%, 5%, and 10% levels, respectively. 
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shareholders. Table 10 presents our evidence from decomposing the CSR ratings. 
First, Table 10 shows that all point estimates of the effect of Famine on other categories are negative and statistically significant at 

the 1% level except for shareholder CSR. These estimates indicate that the famine-experience effect is not driven by a single type of 
CSR. Second, the coefficient for shareholder CSR is not statistically significant at any conventional level, suggesting that famine 
experience does not influence CEOs’ decisions about shareholder-related issues. 

5.7. Economic significance 

We have investigated the impact of CEOs’ hunger experience on the CSR performance of their companies. In this part, we discuss 
the economic ramifications of our main finding. Prior research has demonstrated that CSR can positively influence corporate value. 
Using our research data, we replicate the same results, which are provided in Table 11. It implies that a one-unit rise in the firm’s CSR 

Table 9 
Great Chinese famine and CSR (mandatory disclo-
sure sample).   

(1) 

CSR_Score 

Famine − 0.100**  
(0.0491) 

SetYear 0.043  
(0.0579) 

Distance − 0.014  
(0.0959) 

Size 0.029  
(0.0186) 

Leverage − 0.297**  
(0.1211) 

ROA 0.591*  
(0.3345) 

MB 0.040*  
(0.0233) 

Cash 0.416**  
(0.2075) 

Fixed_asset 0.158  
(0.1339) 

CEO_age − 0.014  
(0.0968) 

Bachelor 0.006  
(0.0157) 

Female 0.010  
(0.0652) 

Income − 0.010  
(0.0080) 

Industry FE YES 
Year FE YES 
Constant 4.020  

(4.8026) 
Observations 512 
R-squared 0.33 

The table presents the regressions on the corporate 
social responsibility ratings. The data are from 
Chinese listed non-state-owned firms for the period 
2010–2016 which belong to those mandatory 
disclosure firms. The CSR score is the dependent 
variable. We construct a variables DIST equals the 
CEO’ birth year minus 1961. Firm characteristics 
and CEO characteristics are the firm-level and CEO- 
level controls included in Table 1. Standard errors 
are reported within parentheses and are White 
(1980) heteroskedasticity-robust and clustered at 
the industry-level and year-level. The number of 
observations in Column 2 is 5241 with some values 
of CEO-characteristic variables missing. The ***, **, 
and * mean that the point estimate is significantly 
different from zero at the 1%, 5%, and 10% levels, 
respectively. 
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score results in a 0.7% increase in ROE A. (Return of Equity adjusted by industry). In addition, we divide our sample into two groups: 
enterprises with famine-experienced CEOs and those that did not, and we find that this effect is more pronounced in the firms whose 
CEOs did not experience the Great Famine. The examination of economic significance demonstrates that CEOs’ famine experiences 
reduce the positive effects of CSR score on firm value. 

6. Discussion and conclusion 

In this study, we examine the association between CEOs’ famine experience and their CSR practices. We find that (i) firms whose 
CEOs experienced the Great Chinese Famine score lower on CSR ratings than the comparison group; (ii) this relationship is mainly 
driven by prosocial practices related to employee relations, environmental protection, supplier relations, and community contribu-
tions; and (iii) this relationship is moderated by the age at which CEOs experienced the famine. 

We propose a conceptual framework (Fig. 2) to explain our empirical findings. Under this framework, we point out that victims’ 
causal attributions of the Great Chinese Famine moderate the effects of traumatic experiences on social preferences. Specifically, the 
famine brought both mental pain and material scarcity to victims, but how these hardships shaped victims’ social preferences is 
conditioned on their causal attributions. We propose that the attribution of suffering can predict which direction CEOs’ social pref-
erences take. As discussed earlier, the Great Chinese Famine arose from political radicalism that led victims to feel that the catastrophe 
was undeserved. As a result, their memories of suffering translated into heightened selfishness and materialism. 

A few competing arguments related to the justification of our empirical results should be clarified. First, China’s birth rate declined 
drastically between 1958 and 1961. People who were born during the famine therefore had fewer contemporary competitors, enabling 
them to succeed more readily. This population might have become more selfish as a result. However, the birth years of our observations 
cover 1942–1988. CEOs born between 1959 and 1961 account for <10% of our sample and are not expected to produce systematic 
bias. Moreover, although those who were born during the Great Chinese Famine have fewer contemporaries, this circumstance did not 
lessen their competition intensity. In 1979 (when CEOs born between 1959 and 1961 were expected to attend college), the Chinese 
government re-established the University Entry Examination (gaokao) without age restrictions. Consequently, besides high school 
graduates, persons of various ages could take the exam and go to college. This participation meant that children born during the Great 
Chinese Famine still faced severe competition from their seniors and their contemporaries. 

Second, in our baseline specification, we do not control for the impact of parenting due to data limitations. In the robustness checks, 
we narrow the time window to address variation in parenting style before or after 1961. However, a reasonable concern remains based 
on traditional Chinese culture: in China, parents conventionally believe that children who are born after disasters symbolize luck and 
prosperity.6 Children born after the Great Chinese Famine might therefore receive special attention from their parents. These children 
may in turn internalize their parents’ exaggerated views (e.g., “I am superior”). Studies have shown that parents’ inflated care can 
trigger children’s narcissism (Brummelman et al., 2015). According to Petrenko et al. (2016), narcissistic CEOs invest more in CSR to 

Table 10 
Famine-experience effect and categories of corporate social responsibility.  

Variables (1) (2) (3) (4) (5) 

Employee Shareholder Environment Supplier Community 

Famine − 0.102*** 0.000376 − 0.129*** − 0.144*** − 0.108***  
(0.0301) (0.0225) (0.0453) (0.0459) (0.0290) 

Distance 0.0534*** 0.0109 0.0345** 0.0311* 0.00312  
(0.0118) (0.0180) (0.0173) (0.0176) (0.0117) 

Famine_x_Distance − 0.0148*** − 0.00339 − 0.0156** − 0.0168** − 0.0110**  
(0.00515) (0.00538) (0.00713) (0.00766) (0.00529) 

Firm Characteristics YES YES YES YES YES 
CEO Characteristics YES YES YES YES YES 
Industry FE YES YES YES YES YES 
Year FE YES YES YES YES YES 
Constant − 13.50*** − 1.569 − 14.09*** − 14.00*** − 1.461  

(2.175) (3.137) (3.188) (3.246) (2.085) 
Observations 5241 5241 5241 5241 5241 
R-squared 0.233 0.466 0.185 0.201 0.274 

The table presents the regressions on the corporate social responsibility ratings. The data are from Chinese listed non-state-owned firms for the period 
2010–2016. Different categories of CSR scores are the dependent variable. Famine is an indicator variable that equals one if a CEO experienced the 
Great Chinese Famine, and zero otherwise. Firm and CEO characteristics are the firm-level and CEO-level controls included in Table 1. Standard errors 
are reported within parentheses and are White (1980) heteroskedasticity-robust and clustered at the industry-level and year-level. ***, **, and * mean 
that the point estimate is significantly different from zero at the 1%, 5%, and 10% levels, respectively. The number of observations of Column 2 is 
5241 with some values of CEO-characteristic variables missing. 

6 In China, the timing of birth is endowed with symbolism. Chinese people deem marriage and birth to be indicators of luck during tumultuous 
times. Children born after disasters are called “children bringing luck” (chongxier in Chinese). If a disaster ends after a child is born, the child will be 
given inflated love; see Li (2006) for a detailed discussion. 
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garner public attention. However, we claim that narcissism might not explain why CEOs born after the famine invest more in CSR. 
Despite the façade of narcissism, people who occupy higher positions tend to care less about others (Campbell and Foster, 2002; 
Kernberg, 1998). By contrast, CSR practices require empathy for others, although such care is not free and can sometimes be costly. To 
disentangle the effects of narcissism on CSR practices, Al-Shammari et al. (2019) classified these practices as either internally oriented 
(e.g., employee well-being) or externally oriented (e.g., donations). They argued that narcissistic CEOs boost their investment in 
externally oriented CSR (i.e., initiatives with high public visibility). However, these CEOs are apt to be more selfish and hence pay less 
attention to CSR initiatives with low public visibility. The authors’ empirical findings support these theoretical suppositions. However, 
our evidence from decomposing CSR initiatives does not show similar patterns: all CSR components are negatively related to CEOs’ 
famine experience. If the results were driven by narcissism, we would predict that CEOs born after the famine should display less 
interest in (or at least not devote more attention to) CSR initiatives related to employees’ well-being; such efforts are internally ori-
ented and have low public visibility. However, our results did not support this prediction. 

Third, do the effects of CEOs’ traumatic experiences on firms’ CSR reflect changes in CEOs’ risk preferences? By conducting lottery 
games in the field, Said et al. (2015) observed that individuals who experience disasters are more risk-averse than others. Some studies 
have shown that CSR boosts firm value, whereas others have found that this principle does not always apply; instead, CSR can be costly 
(Cavaco and Crifo, 2014; Flammer, 2015; Lin et al., 2009; McWilliams and Siegel, 2000; Wang and Sarkis, 2017). Although CSR 
practices share similarities with risky investments, wherein highly risk-averse CEOs might avoid these types of investments, we find 
this argument unpersuasive. Risky investments generally involve a measurable probability of gain or loss under different scenarios, but 
the association between CSR and financial performance is inconsistent and nonlinear. No decisive evidence conveys whether CSR can 
positively influence a firm’s value. CSR practices are thus not fully comparable to corporations’ risky investments. Furthermore, 
although the relationship between CSR and firm value is inconclusive, that between CSR and reputation is significant. If CEOs who 
experienced the Great Chinese Famine expressed higher risk aversion, they would engage in other risk-reducing activities according to 
the behavioral consistency theory (Epstein, 1980; Funder and Colvin, 1991). This theory postulates that people’s behavioral traits will 

Table 11 
Great Chinese famine, CSR score, and firm value.   

(1) (2) (3) 

ROE_A ROE_A ROE_A 

Full sample Famine = 1 Famine = 0 

CSR_Score 0.007*** 0.005 0.008***  
(0.0021) (0.0033) (0.0028) 

SetYear 0.001 0.007* − 0.000  
(0.0021) (0.0039) (0.0025) 

Distance 0.004 0.004 0.004  
(0.0030) (0.0050) (0.0035) 

Size 0.000 − 0.001 0.001  
(0.0011) (0.0019) (0.0013) 

Leverage 0.135*** 0.143*** 0.132***  
(0.0061) (0.0124) (0.0071) 

ROA 1.810*** 1.789*** 1.812***  
(0.0401) (0.0669) (0.0467) 

Cash − 0.045*** − 0.038* − 0.047**  
(0.0162) (0.0216) (0.0189) 

Fixed_asset − 0.025*** − 0.019* − 0.027***  
(0.0065) (0.0098) (0.0079) 

CEO_age 0.004 0.004 0.004  
(0.0029) (0.0047) (0.0035) 

Bachelor − 0.001 0.001 − 0.002*  
(0.0007) (0.0013) (0.0009) 

Female 0.002 0.012 − 0.001  
(0.0031) (0.0088) (0.0022) 

Income − 0.000 − 0.001 0.000  
(0.0004) (0.0008) (0.0004) 

Industry FE Yes Yes Yes 
Year FE Yes Yes Yes 
Constant − 0.336** − 0.350 − 0.388**  

(0.1462) (0.2353) (0.1964) 
Observations 5256 1368 3888 
R-squared 0.82 0.80 0.82 

The table presents the regressions on the corporate social responsibility ratings using subsamples. The data are from Chinese 
listed non-state-owned firms for the period 2010–2016. CSR scores in different periods are the dependent variable. Famine is an 
indicator variable that equals one if a CEO experienced the Great Chinese Famine, and zero otherwise. ROE_A is the return of 
equity adjusted by industries. Firm and CEO characteristics are the firm-level and CEO-level controls included in Table 1. 
Standard errors are reported within parentheses and are White (1980) heteroskedasticity-robust and clustered at the industry- 
level and year-level. The ***, **, and * mean that the point estimate is significantly different from zero at the 1%, 5%, and 
10% levels, respectively. 

C. Xu et al.                                                                                                                                                                                                              



Pacific-Basin Finance Journal 79 (2023) 102010

19

exert similar effects over different decision scenarios. Research indicates that CSR partially functions as reputation insurance (Minor 
and Morgan, 2011); that is, by using CSR, firms lose significantly less value following adverse events. Therefore, if CEOs are risk- 
averse, they should at least engage in high-publicity CSR initiatives to manage risk and to increase their reputation. Our results can 
hardly support this argument. 

Fourth, is the association between CSR practices and CEOs’ famine experience driven by unobservable firm factors or by board 
members’ preferences? We admit that these unobservable factors are hard to control, but we doubt that they influence CEOs’ hiring. 
Our sample consists of CEOs from non-state-owned companies, whose decisions to hire CEOs are usually based on considerations such 
as past performance. Scant evidence suggests that boards have preferences for CEOs with or without famine experience from rational 
or behavioral perspectives. Firms in traditional production industries may favor older CEOs who are less prone to risky decisions 
(Serfling, 2014). To control for this bias, we account for CEOs’ age and industry dummies in our baseline specification. However, even 
if a hidden association exists between firms that engage in more CSR and their preference for CEOs with no famine experience, the 
statistically significant association between EDR and CEOs’ famine experience can still not be resolved. It is difficult to believe that 
board members will collect and compute different regions’ EDRs and match these data with CEOs when making hiring decisions. 

This paper examines the relationship between CEOs famine experience and their firms’ engagement in CSR. We found that famine- 
experienced CEOs tend to engage less in CSR, and this negative effect is more pronounced in firms whose CEOs were younger when 
they experienced the famine, and the positive relationship between CSR scores and firm value is more pronounced in firms with CEO 
without famine experiences. To conclude, our study connects the paradigm of behavioral corporate finance to CSR. More importantly, 
we propose a holistic conceptual framework to elucidate the association between traumatic experiences and CSR-related decisions. 
Our framework indicates that victims’ attribution of the experience forms the basis for understanding this relationship. Future studies 
could explore the effects of traumatic experiences by including measurable variables that reflect victims’ causal attributions of 
traumatic events. 
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Appendix A  

Table A1 
Variable definitions.  

1. Corporate social responsibility variables 

CSR Score Hexun scores the overall performances of listed companies on CSR; Natural logarithm of the original score 
CSR_shareholder HX shareholder equity responsibility score with sub-indicators; Natural logarithm of the original score 
CSR_employee HX shareholder employee relationship score with sub-indicators; Natural logarithm of the original score 
CSR_supplier HX shareholder supplier and customer score with sub-indicators; Natural logarithm of the original score 
CSR_enviroment HX shareholder employee relationship score with sub-indicators; Natural logarithm of the original score 
CSR_community HX shareholder employee relationship score with sub-indicators; Natural logarithm of the original score  

2. Firm characteristics 
ROA Ratio of Return/Assets at the end of each year 
Leverage Ratio of Debt/Assets at the end of each year 
Company Year Natural logarithm of a company’s foundation year 
Market to Book Ratio of Market Value/ Book Value at the end of each year 
Size Natural logarithm of equity market capitalization at the end of each year 
Cash Ratio of Cash/Assets at the end of each year 
Fixed Assets Raito of Fixed Asset/Total Assets at the end of each year  

3. CEO characteristics 
Female CEOs Ratio of Female CEOs 
CEO Age Natural logarithm of age when a person takes the position as a CEO at the end of each year; 
CEO college Bivariate variable that equals one if CEO has a college degree or above, and zero otherwise 
Annual Income Natural logarithm of annual income of CEO in each year; RMB   

Table A2 
Evaluation system of Hexun CSR.  

First-level indicators Second-level indicators Third-level indictors 

Shareholder Responsibility (A) 
Weights: 30% 

Profit (Aa) 
10% 

Return on Equity (2%) 
Return on Total Assets (2%) 

(continued on next page) 
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Table A2 (continued ) 

First-level indicators Second-level indicators Third-level indictors 

Main operation margins (2%) 
The cost profit margins (1%) 
Earnings per share (2%) 
Undistributed profit per share (1%) 

Liquidity (Ab) 
3% 

Quick ratio (0.5%) 
Current ratio (0.5%) 
Cash ratio(0.5%) 
Equity ratio (0.5%) 
Assets liabilities ratio (1%) 

Return (Ac) 
8% 

Dividend financing ratio (2%) 
Dividend Yield Ratio (3%) 
Ratio of dividends to distributable profits (3%) 

Credit Approval (Ad) 
5% 

Number of penalties imposed by the Exchanges on the company and relevant 
responsible persons (5%) 

Innovation (Ae) 
4% 

Product development expenditure (1%) 
Firm value in technological innovation (1%) 
Number of technological innovation projects (2%) 

Employee Responsibility(B) 
Weight: 15% 
Weight for consumption industry: 10% 

Performance (Ba) 
5% 

Average income of employees (4%) (3%) 
Quantity and quality of employee training (1%) (1%) 

Safety (Bb) 
5% 

Frequency of safety check (2%) (1%) 
Safety training (3%) (2%) 

Employee Caring (Bc) 
5% 

Firm value on Consolation (1%) (1%) 
The levels of the person delivering consolation in the organization (2%) (1%) 
Amount of money of consolation for employees in server illness or injured incurred 
while working (2%) (1%) 

Supplier、Client and Consumer 
Responsibility (C) 
Weight: 15% 
Weight for consumption industry: 20% 

Product Quality (Ca) 
7% 

Firm value in product quality management (3%) (5%) 
Certification of quality management system (4%) (4%) 

Aftersales Service (Cb) 
3% 

Surveyed consumer satisfaction (3%) (4%) 

Credibility and Reciprocity 
(Cc) 
5% 

Equal competition of suppliers (3%) (4%) 

Trainings for anti-commercial-bribery (2%) (3%) 

Environment Responsibility (D) 
Weight: 20% 
Weight for production industry 30% 
Weight for service industry 10% 

Environment Governance 
(Dd) 
20% 

Firm values in environmental protection (2%) (4%) (2%) 
Certification of environmental protection management (3%) (5%) (2%) 
Investment in environmental protection(5%) (7%) (2%) 
Numbers of sewages (5%) (7%) (2%) 
Numbers of energy saved (5%) (7%) (2%) 

Community Responsibility (E) 
Weight: 20% 
Weight for production industry 10% 
Weight for service industry 30% 

Contribution (Ee) 
20% 

Ratio of income tax to total profit (10%) (5%)(15%) 

Amount of public donation (10%) (5%)(15%) 

Notes: 
1.The original version of the evaluation system is in Chinese and available at http://stock.hexun.com/2013/gsshzr/index.html and the English 
version is translated by the author. 
2. On some CSR initiatives, this value system gives different weights for firms from different industries. On Employee Responsibility(B)and Supplier, 
Client, and Consumer Responsibility (C), the values in the second bracket of the third column represent the weights distributed among the third-level 
indicators of the firms of the consumption industry; on Environment Responsibility (D) and Community Responsibility (E), the values in the second 
bracket of the third column represent the weights distributed among the third-level indicators of the firms in the production industry while the values 
in the third bracket of the third column represent the weights distributed among the third-level indicators of the firms in the service industry.  

Table A3 
Summary statistics of CSR scores by industry.  

Industry N mean SD min max Median Kurtosis Skewness 

Transportation 75 24.685 13.140 10.73 69.28 21.44 8.64 2.549 
Leisure Services 43 29.131 17.682 3.49 75.05 26.01 4.449 1.528 
Media 236 25.219 13.358 2.1 73.53 22.15 6.995 2.023 
Utilities 162 24.926 14.773 1.3 77.16 21.345 5.755 1.735 
Agriculture 204 28.365 17.937 1.3 71.52 22.595 2.827 1.025 
Chemicals 472 26.963 16.390 1.3 77.16 21.625 4.697 1.671 
Pharmaceutical Biology 544 31.558 17.112 1.3 77.16 25.63 3.661 1.332 
Commercial Trade 174 31.323 16.225 1.32 76.79 25.56 3.403 1.188 
Defense Industry 53 20.331 6.611 1.3 31.62 21.12 3.786 − 0.771 
Household Appliances 133 31.02 19.686 2.89 77.16 24.21 3.192 1.224 
Building Materials 123 31.74 22.036 1.58 77.16 21.23 2.504 1.062 
Architectural Decoration 118 26.567 16.273 4.76 77.16 20.715 4.079 1.557 
Real Estate 251 39.848 18.105 2.37 77.16 34.2 2.601 0.814 
Nonferrous Metals 201 25.218 16.539 1.39 70.57 20.1 3.782 1.369 

(continued on next page) 
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Table A3 (continued ) 

Industry N mean SD min max Median Kurtosis Skewness 

Machinery 425 26.906 17.801 1.3 77.16 19.87 3.998 1.505 
Auto 193 27.241 15.082 4.84 77.16 23.02 5.852 1.976 
Electronics 387 27.113 16.963 2.28 77.16 21.15 4.412 1.597 
Electrical Equipment 402 26.511 17.143 1.3 77.16 21.245 5.462 1.891 
Textile and Apparel 170 34.251 19.497 1.3 77.16 26.615 2.718 0.959 
General 55 28.532 15.779 1.36 64.85 22.44 2.705 0.831 
Computer 359 28.35 12.687 1.3 72.94 25.35 4.858 1.579 
Light Manufacturing 187 29.414 17.253 3.27 73.88 21.85 2.844 1.108 
Communications 175 25.911 13.909 1.3 75.49 23.82 5.25 1.457 
Mining 47 19.687 5.249 4.6 31.83 20.08 3.612 − 0.437 
steel 37 32.865 21.191 1.3 77.16 21.25 2.077 0.751 
Non-bank Financials 120 48.91 20.277 4.6 77.16 55.82 1.609 − 0.251 
Food and Beverages 83 33.596 20.854 3.34 77.16 25.05 2.64 1.029  

Appendix B 

Evidence of presuppositions to identify LATE 

Figs. B1 and B2 present the distribution of control variables around the cut-off point (the birth-year 1961). The results show that 
except for the Famine variable, the other control variables, except the gender variable, show no sign of discontinuity around the cut-off 
points that satisfies the presuppositions of conducting a regression discontinuity design. In regards to the plausible discontinuity of 
gender, we look at a large number of variables, and only one is significant, which is not very surprising when running a large number of 
significance tests (i.e. can happen just by chance), and therefore we lack strong evidence of a general tendency for discontinuities. 

Fig. B1. Distribution of CEO characteristics around the year 1961. 
Note: The dotted and dashed lines represented the trend values of each variable, and the outer lines are 95% confidence intervals.   
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Fig. B2. Distribution of firm characteristics around 1961. 
Note: The dotted and dashed lines represented the trend values of each variable, and the outer lines are 95% confidence intervals. 
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