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Abstract

Although corporate social responsibility (CSR) has attracted increasing attention in
recent years, systematic studies on the CSR of Chinese enterprises are absent from aca-
demic publications. This study examines the effects of family involvement in the CSR
of private enterprises. Using private enterprise data in China, the article reveals that,
on the one hand, family involvement will improve CSR investment toward community
stakeholders; on the other hand, family involvement has a negative effect on the CSR
of contractual stakeholders. With the influence of “chaxu geju,’ the author argues that
Chinese families tend to shift between different logics of behavior when faced with
people with whom they have different types of relationships and incorporate this
behavioral mode into company practices when they engage themselves in manage-
ment and business affairs.

Keywords: Private enterprises, Family involvement, Stakeholder, Corporate social
responsibility (CSR)

Introduction

In recent years, corporate social responsibility (CSR) has drawn increasing social con-
cern and academic interest in China due to the frequent occurrence of public events,
such as the environmental movement, food safety incidents, and labor protests. Above
all, CSR reflects people’s views on the relationship between enterprises and soci-
ety. People who believe in shareholder supremacy regard enterprises as profit-making
organizations pursuing profit maximization. There is no other social responsibility for
corporations than to maximize shareholders’ interests (Berle 1931; Friedman 1970). In
contrast, people who hold stakeholder theory believe that the survival and development
of modern enterprises are not completely due to the capital investment of shareholders
or the risk of enterprises’ operations all borne by the shareholders. Instead, all stakehold-
ers have contributed to the survival and development of enterprises and bear the risk
of enterprise operations. Therefore, enterprises must also bear the social responsibil-
ity of stakeholders (Donaldson and Preston 1995). This view has been recognized by an
increasing number of scholars, governments, the public, and enterprises.
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Meanwhile, a large number of empirical studies have discussed a variety of factors that
affect the behavior of CSR, including the institutional environment of enterprise opera-
tion, enterprise attributes, and the characteristics of enterprise managers (Aguinis and
Glavas 2012), while there are few discussions about the influence of family. Although
modern corporate systems have become the mainstream form of enterprises, the influ-
ence of family has not subsided. Many studies have found that the vast majority of
enterprises in the world are still controlled by families. The combination of family and
enterprise has a significant impact on the governance structure, business objectives,
strategic choices, and corporate performance of enterprises (Chrisman et al. 2010; Kraus
et al. 2011). Therefore, the social responsibility of family businesses is often shown by
their own characteristics. One of the most representative characteristics is explained by
the theory of socioemotional wealth (SEW), which suggests that compared with non-
family businesses, family businesses pay more attention to socioemotional wealth and
are more active in fulfilling CSR (Gémez-Mejia et al. 2011). This argument is supported
by some empirical studies (Dyer and Whetten 2006; Zhou 2011). However, based on
the hypothesis of rational man in neoclassical economics, some scholars believe that
the family has a strong motive of self-interest and is willing to engage in many agential
behaviors to maximize the family’s interests at the cost of the interests of other stake-
holders. Hence, the family business will not necessarily bear more social responsibility
than other business forms (Gémez-Mejia et al. 2001; Le Breton-Miller and Miller 2009).

Therefore, there is controversy about the influence of family on CSR. One of the
important reasons is that these studies do not pay attention to the different behavioral
logics of families when they encounter different objects in fulfilling social responsibili-
ties. Based on stakeholder theory, this article defines the objects of CSR as corporate
stakeholders and divides them into contractual stakeholders and community stakehold-
ers according to whether there is a formal contractual relationship between stakehold-
ers and the enterprise. Since the interest demands of the two groups of stakeholders
are not the same, the family in charge of the enterprise will decide how to perform the
corresponding social responsibility based on different motives, resulting in the diversi-
fication of the influence of family involvement on CSR. Specifically, family involvement
will improve CSR investment toward community stakeholders and restrain investment
toward contractual stakeholders.

This article analyzes the above discussion by taking Chinese private enterprises as the
research object. In the following section, we will first review the current research debate
on the relationship between family involvement and CSR and then explain the diversifi-
cation of the CSR of family businesses based on the distinction of different CSR objects.
We will next introduce the data and research method and analyze the data results.
Finally, based on the research results, we will further discuss the influence of Chinese
families and the internal characteristics of Chinese society on the behavior of private

enterprises in China.

Literature review

General studies of corporate social responsibility: stakeholder theory

As early as the 1930s, some scholars proposed the concept of corporate social responsi-
bility. It is generally believed that Howard Bowen’s publication of Social Business of the
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Businessman in 1953 was the beginning of modern research on CSR. In recent decades,
there has been much research on CSR, especially in the 1980s and 1990s. The introduc-
tion of stakeholder theory has greatly expanded the empirical research on CSR and has
become the mainstream theory in this field. One important reason is that stakeholder
theory provides a convincing answer to the question of “Whom should the enterprise be
responsible for?”

Before stakeholder theory, scholars generally accepted Carroll’s “pyramid model of
corporate social responsibility,” which includes economic responsibility, legal responsi-
bility, ethical responsibility, and charitable responsibility (Carroll 1991). Although this
model has been widely applied, there are some imperfections. Carroll admitted that the
meaning of “social” in CSR was vague, which did not clearly define who the company
should be responsible for Carroll (1991). In this context, scholars who advocate stake-
holder theory emphasize that enterprises comprise a collection of stakeholders and the
entity for stakeholders to realize their interests. The survival and development of enter-
prises depend on the sustained support of stakeholders, so enterprises have the respon-
sibility to generate value for these stakeholders (Freeman et al. 2013: 20-24). These
stakeholders include any group or individual who affects or is affected by the company’s
goals (Freeman 2006: 2), such as shareholders, employees, customers, suppliers, com-
munities, and governments. In this theoretical framework, the object of CSR is clearly
defined as the stakeholders of the enterprise. This definition is rather conducive to CSR
measurement, evaluation, and analysis (Clarkson 1995). Based on this theoretical pro-
gress, a large number of empirical studies on CSR have emerged.

Next, stakeholders are not only passive managers of CSR but also active influencers of
CSR when they realize that corporate behavior has an impact on themselves. In general,
these stakeholders can influence CSR on three levels (Aguinis and Glavas 2012). The first
level is the institutional level. For instance, the government can encourage enterprises
to invest in CSR by establishing a sound legal system and creating a good market envi-
ronment so that CSR can bring positive feedback to enterprises (Christmann and Tay-
lor 2006; Brammer et al. 2009; Li 2010). The second level is the organizational level; for
example, consumers can punish a lack of CSR by boycotting corporate products (Sen
and Bhattacharya 2001). The third level is the individual level at which the social iden-
tity and value system of management affect their cognition of CSR and ultimately affect
CSR (Mudrack 2007; Muller and Kolk 2010; Gao et al. 2011). However, there are few
empirical studies on the influence of family factors on CSR, especially in China. In fact,
the family involved in the enterprise is often an important stakeholder of the enterprise.
Their active participation in the operation and management of the enterprise is bound to
have an important impact on CSR.

Social responsibility of family business
It is generally suggested by research on the family business that family involvement
makes enterprises different from nonfamily enterprises (Kraus et al. 2011). If we focus
on CSR among enterprise behaviors, the question is: Compared with nonfamily enter-
prises, what is the difference in family enterprises’ social responsibility?

The theory of socioemotional wealth suggests that family business is different from

nonfamily business in that family business specifies socioemotional wealth as its primary
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goal (Gomez-Mejia et al. 2011). This concept of socioemotional wealth has rich connota-
tions, including sustaining the family’s control and influence on the business, realizing
family inheritance, maintaining a harmonious relationship among family members, sup-
porting family members’ organizational identity and commitment to the enterprise, and
maintaining good social relations to increase the family’s social capital (Berrone et al.
2012). In this sense, the main principle of decision-making regarding family business
management is whether it can enhance the family’s socioemotional wealth. Some studies
have demonstrated that if a decision could reduce business risk but could not increase
socioemotional wealth, family businesses would be more unlikely to adopt a decision
than nonfamily businesses (Gémez-Mejia et al. 2011). For instance, some olive oil fam-
ily businesses in southern Spain would not participate in enterprise cooperatives to
maintain the control and influence of the family on the enterprise, although cooperation
could reduce the operational risk of the enterprise (Gémez-Mejia et al. 2007).

On the basis of this theory, some scholars believe that CSR can establish a good cor-
porate image and improve corporate reputation (Maignan et al. 1999; Brammer and
Pavelin 2006; Li and Zhang 2010), which is exactly the socioemotional wealth that fam-
ily businesses value (Zellweger et al. 2013). Therefore, family businesses would actively
perform CSR to improve corporate reputation, even though the fulfillment of CSR could
not improve the financial performance of enterprises. In contrast, nonfamily businesses
pay more attention to economic performance and thus are less active in fulfilling social
responsibility than family businesses. Some empirical studies have found that, com-
pared with nonfamily businesses, the waste discharged by family businesses is less harm-
ful to the environment (Berrone et al. 2010); the training investment and welfare level
of employees in the family business are higher; the loyalty of employees is higher, and
the turnover rate is lower (Reid and Harris 2002; Uhlaner et al. 2004); the overall social
responsibility performance of the family business is also higher (Dyer and Whetten
2006; Zhou 2011).

However, under the framework of neoclassical economics, some scholars insist that
there is no essential difference between the controlling family and the owners and man-
agers in nonfamily enterprises. They are all rational people with the goal of maximiz-
ing their own economic interests. Moreover, since the controlling family holds more
ownership of the enterprise, they would value the economic performance of the enter-
prise more than the general managers, even at the cost of other stakeholders, and they
would not bear more social responsibility (Gémez-Mejia et al. 2001; Le Breton-Miller
and Miller 2009). For example, studies have shown that the controlling family will seek
private interests for their own family by sacrificing the interests of other sharehold-
ers (Morck and Yeung 2003). Once these family businesses control the economy of the
whole country, they will also have a negative impact on the social welfare system. One
study demonstrates that infrastructure, health care, and education services are gener-
ally worse in countries with many family-controlled large enterprises (Morck and Yeung
2004).

Some scholars believe that the ultimate goal of those behaviors, which seem to pur-
sue socioemotional wealth, is to maximize family economic interests. The most typi-
cal example is the enterprise layoff. Studies reflected that, compared with nonfamily
businesses, family businesses are less likely to lay off employees (Stavrou et al. 2007).
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However, if layoffs were inevitable, that is, keeping people on the payroll seriously
hindered the development of enterprises, family business would lay off more employ-
ees for the protection of family economic interests than nonfamily business (Block
2010). Furthermore, the average payment of employees in family businesses is lower
than that of nonfamily businesses, although family businesses are less likely to lay off
employees (Bassanini et al. 2011). Therefore, the management decision of employ-
ment in the family business may not be made for the sake of accumulating socioemo-
tional wealth, instead, for the consideration of strategic balance, that is, to ensure the
stability of employment and reduce the employees’ payment at the same time, which
could reduce the operational risk of business.

In summary, theories of the social responsibility of family businesses are still
controversial, and inconsistent results are generated by empirical research. On the
one hand, this is due to controversial definitions of the family business (Chu 2004).
Given that the vast majority of private enterprises are affected by families to differ-
ent degrees, an increasing number of relevant studies have begun to abandon the
dichotomy of “family business” and “nonfamily business” and regard family business
as a variable of “family involvement” with continuous distribution to accurately exam-
ine the family influence on corporate behaviors and its dynamic changes (Li and Zhu
2014). This article also adopts this approach.

On the other hand, more importantly, these studies generate controversial results
about the motivation and logic of management decision-making in family businesses.
The debate in the existing literature is whether to emphasize the social motivation or
the economic motivation of family behavior. Deriving from their respective basic pre-
suppositions, these two arguments deduce different research conclusions. This article
suggests that the family is not a unitary organization. Instead, it is dual, especially
in China, which is rooted in profound historical traditions. Ebrey (1984) pointed out
that the traditional Chinese family is the incarnation of two ideal types. One is called
a “clan” (zong, 7<), which originates from ancestor worship. It is the kinship network
based on patrilineal relationships, seniority, and affinity. The kinship network inher-
ited by the wife’s eldest son is called the “major clan” (da zong, X>%), while other net-
works inherited by other sons are called the “minor clan” (xiao zong, /N 5%). The other
ideal type is called “family” (jia, %), which is the political and economic unit inher-
ited by the aristocrats in the pre-Qin period, similar to the “state” (guo, =) of the
feudal princes. The terms “a state with a thousand chariots” (gianshengzhiguo, T3¢
2 [H) and “a family with a hundred chariots” (baishengzhijia, H 32 %) all describe
the scale of these political and economic units. With the change of the times, espe-
cially the disintegration of the feudal system, the land was in ceaseless transaction
and division. The family, based on land, eventually evolves into a kinship group of
cohabitation and common wealth and becomes a basic economic unit in traditional
society (Ebrey 1984). Compared with the clan, the family is a relatively independent
and detached unit, since the basis of the family is land and property so that it could
be “establishing a family,” “dividing a family,” and “destroying a family” by the acquisi-
tion, distribution, and consumption of land and property, respectively. This is not the
same as the spread of a clan. The basis of the clan lies in its patrilineal lineage, and its
source is a common ancestor. Although there is an increasing number of descendants,
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the birth of descendants reflects the proliferation or spread of the branches of the
original clan. The original clan will only be continued and will not disintegrate.

In this sense, the goals of clan and family are different. The basic goal of the clan is to
continue, including maintaining ancestor worship and sacrifice, maintaining harmoni-
ous relationships within the clan network, and ultimately maintaining the continuous
spread and continuation of the clan. For this reason, the clan establishes a set of hierar-
chical ethical norms based on seniority and affinity and internalizes them through vari-
ous ritual activities, which is exactly the goal of the whole traditional Chinese society.
Therefore, the unity and continuation of the clan in traditional society can gain a rep-
utation. The whole traditional society admires those “aristocratic families” and “living
together for generations” However, the basic goal of “family” is maintaining existence.
To survive better, families must continuously accumulate economic wealth. Although a
family will pursue social reputation through charity, its foundation still lies in economic
wealth (Ebrey 1984). Therefore, the “family,” based on property, pursues economic goals,
while the “clan,” based on blood ties, emphasizes noneconomic goals. The real Chinese
family is a mixture of “family” and “clan,” which is consequently dual.

The duality of the family is introduced into business management behavior with the
combination of family and business. The complex social responsibility of family busi-
nesses can be related to this concept. It is worth exploring how the family chooses its
motive. In the context of Chinese social culture, this may relate to the specific object
of behavior. As Fei (1998) pointed out, the structure of Chinese society is a “differential
mode of association” (cha xu ge ju, 72JT¥% &) (Fei 1998: 26).

Under this mode, people employ different standards to interact with people in differ-
ent interpersonal relationships. Empirical research demonstrates that the concept of
“cha xu ge ju” could be adopted to analyze Chinese enterprises. For instance, entrepre-
neurs in Chinese enterprises group organization members into different types according
to closeness and loyalty and form different networks of “us” and establish trust patterns
accordingly, which would ultimately affect the organizational behavior within the enter-
prise (Zheng 2005: 297-378). Similarly, this article argues that the motivation and behav-
ior of families are different in the face of different behavior objects that have different
relationships with the family. Regarding CSR behavior, the behavioral objects of families
are other stakeholders of the enterprise. Due to the variety of enterprise stakeholders,
this article would classify the stakeholders of enterprises first and infer the motivation
of family behavior according to the relationships between family and different types of
stakeholders to put forward specific assumptions about the relationship between family
involvement and CSR.

Stakeholders and social responsibility of family business

Distinction of stakeholders

Enterprises may have many stakeholders, but the requirements and objectives of these
stakeholders are different, and their impacts on the enterprise’s survival and develop-
ment are distinctive. Therefore, the classification of stakeholders is an important step
in enterprise management decisions (Chen and Jia 2004). After many attempts, Free-
man (2006: 64-76) created a pioneering classification of stakeholders from three dif-

ferent perspectives: ownership, economic dependence, and social interests. Then, there
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are many other classification methods; for instance, stakeholders can be divided into
contractual stakeholders and public stakeholders according to whether there is a trad-
ing contract relationship between the related groups and enterprises (Charkham 1992).
Stakeholders can be divided into key stakeholders and secondary stakeholders accord-
ing to the relationship closeness between the related groups and enterprises (Clarkson
1995). Stakeholders can be divided into identified stakeholders, prospective stakehold-
ers, and potential stakeholders according to the three dimensions of legitimacy, power,
and urgency (Mitchell et al. 1997). Although the ostensible classification dimensions of
different scholars are different, the final classification result is basically consistent since
the key criteria of classification are consistent, that is, whether the stakeholder has a
direct impact on the enterprise’s survival and development. Whether stakeholders could
exert a direct impact depends on whether they have formal contractual relationships and
direct economic transactions with the enterprise.

The theories of modern enterprises regard enterprises as legal entities composed of
complex contracts (Jensen and Meckling 1976). This article mainly deals with formal
market transaction contracts, including contracts between owners and operators, con-
tracts between operators and employees, and contracts between enterprises as suppli-
ers (or consumers) and consumers (or suppliers). These formal contracts constitute the
fundamental economic activities of enterprises. In this sense, stakeholders who have
formal transaction contract relationships with the enterprise are a part of the contract
aggregation of the enterprise. Therefore, they can be called “contractual stakeholders,’
including shareholders, employees, suppliers, and customers. Without the continuous
participation of these groups, the enterprise cannot be kept running. Those stakeholders
who do not have formal contractual relationships are called community stakeholders,
such as government, media, community, and the public. They do not carry out market
transactions with enterprises directly, but they could indirectly affect the operation of
enterprises or be affected by enterprise behavior. This article defines the social respon-
sibility of contractual stakeholders as contractual social responsibility and the social
responsibility of the community stakeholders of the enterprise as community social
responsibility.

Due to the different relationships with the enterprise, the derivations of these two
types of stakeholders require the enterprise to fulfill its social responsibility differently.
Contractual stakeholders require social responsibility for the consideration of instru-
mentalism. Because contractual stakeholders often trade with enterprises in the market,
CSR can reduce the transaction cost of these market transactions and help to maximize
the economic benefits of enterprises (Jones 1995). In contrast, community stakeholders
require social responsibility for normativity, emphasizing that CSR is a requirement of
corporate ethics. Corporate ethics are established through social contracts to maintain
the normal operation of the local social economy and society as a whole (Donaldson
and Dunfee 1994; Donaldson and Preston 1995). Since the logic of different stakehold-
ers to demands for social responsibility is different, the families involved in the enter-
prise would have different motives to perform social responsibility. Specifically, family
members mainly decide whether they fulfill contractual social responsibility from the
perspective of instrumentalism, that is, whether fulfilling their contractual social
responsibility can substantially maximize their economic benefits. Community social



Zhu The Journal of Chinese Sociology (2021) 8:21 Page 8 of 20

responsibility is mainly driven by social motivation, and their priority is whether they
could boost the family’s socioemotional wealth (or social benefits). Under this premise,
we further discuss the specific relationship between family involvement and CSR.

Community stakeholder and social responsibility

Based on the social contract, community stakeholders require the enterprise to fulfill
the corresponding social responsibility, while the enterprise concerns the social benefits
brought by fulfilling the social contract. Some studies show that although enterprises
cannot improve their economic performance when they meet the expectations of com-
munity stakeholders, enterprises can obtain a positive evaluation that is the basis of the
good reputation of enterprises (Dyer and Whetten 2006). From the perspective of soci-
oemotional wealth theory, compared with general managers, family owners and manag-
ers pay more attention to socioemotional wealth, such as corporate reputation, so they
are more willing to perform community social responsibility (Gémez-Mejia et al. 2011).
Moreover, the deeper the family is involved in the enterprise, the stronger their motiva-
tion would be. This is because, first, based on the theory of organizational identity, the
more closely individuals are related to the organization, the stronger the organizational
identity they have (Dutton et al. 1994). Similarly, the deeper the family involvement is
in the enterprise, the stronger the organizational identity family members would have,
and the more likely they would regard the enterprise as the extension of the family and
regard the enterprise reputation as the family reputation (Deephouse and Jaskiewicz
2013; Zellweger et al. 2013). Therefore, the deeper the family involvement is, the more
active the family would participate in the contractual social responsibility that helps
build their corporate image, improve their corporate reputation, and increase their fam-
ily’s socioemotional wealth.

Second, the operation of any enterprise faces many risks. When there is an economic
crisis, the deeper the family is involved in the enterprise, the closer the relationship
between the family economic property and the enterprise property is, and the greater
the loss of the family economic property is. Given that family members would be
inclined to transfer the enterprise from generation to generation and thus invest a sig-
nificant amount of resources and affection in the enterprise, it would be more difficult
for them to quickly eliminate the enterprise in a crisis than general managers (Dyer and
Whetten 2006; Cennamo et al. 2012). Enterprise reputation, as moral capital, can help
enterprises reduce the loss of economic value caused by improper operation (Godfrey
2005). In this sense, to protect their economic property from business damage, families
would actively perform their community social responsibilities and improve their cor-
porate reputation according to how deeply they are involved in the enterprise. In China,
the legitimacy of private enterprises has been gradually established in recent years.
Therefore, the social legitimacy of enterprises can also be improved by performing social
responsibility, which is conducive to the survival and development of enterprises.

Furthermore, although family members tend to actively perform community social
responsibility to accumulate socioemotional wealth, it may be resisted by nonfamily
members in the enterprise. For example, nonfamily shareholders may be concerned that
the fulfillment of community social responsibility would sacrifice the economic perfor-
mance of the enterprise and damage their interests (Berrone et al. 2010; Gémez-Mejia
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et al. 2010). If family members wanted to encourage enterprises to actively fulfill their
community social responsibility, they had to have the power to influence and decide
the enterprise management policy. The deeper the family is involved in the enterprise,
the higher the degree of their mastery of enterprise ownership and management power;
thus, they are more likely to overcome the resistance of nonfamily members to ensure
the implementation of corporate community social responsibility (Deephouse and Jask-
iewicz 2013).
To sum up, we can obtain the first hypothesis.

Hypothesis 1 The deeper the family is involved in the enterprise, the more social
responsibility the enterprise performs toward community stakeholders.

Contractual stakeholder and social responsibility

Different from community stakeholders, contractual stakeholders have a formal contrac-
tual relationship with the enterprise. From the theory of modern enterprise, the enter-
prise cannot be regarded as owned by capital; instead, it is the contractual relationship
aggregate among these contractual stakeholders, since all contractual stakeholders have
invested specified assets into the enterprise and bear the corresponding risks (Fama
1980). The viability of this aggregate depends on all contractual stakeholders. Theoreti-
cally, the management of the enterprise is comprised of contractual stakeholders, but
they could also be regarded as contractual agents of the enterprise since they sign con-
tracts with other stakeholders directly or indirectly on behalf of the enterprise and have
a “strategic position” in the key decisions of the enterprise (Hill and Jones 2010). In other
words, enterprise management is entrusted by the whole contract aggregate to manage
these contracts, whose goal is to improve the viability of the enterprise and maximize
the enterprise’s economic benefits (Freeman and Evan 1990). In this sense, enterprise
management establishes principal-agent relationships with other contractual stakehold-
ers. Some scholars regard this as a kind of generalized principal—agent relationship, dif-
ferent from the classical principal-agent relationship (Hill and Jones 2010). However,
no matter what kind of agency relationship it is, some conditions would lead to agency
problems. In this case, it refers to the interest inconsistency, information asymmetry,
and power inequality between enterprise management and other contractual stakehold-
ers. Will this cause a principal-agent problem? Does management maximize its own
interests by reducing the social responsibility investment of other contractual stakehold-
ers in the case of CSR? The current research is still controversial.

On the one hand, agency theory suggests that agents with managerial power and
information advantage will pursue their own interests at the expense of the principal.
They have a natural tendency of self-service and are guided by agent orientation, so
they will sacrifice the interests of other contractual stakeholders to maximize their
own (Jensen and Meckling 1976). In contrast to the agency hypothesis of agency
theory, stewardship theory suggests that managers are driven not only by a self-
interest motive but also by a collectivism tendency. They pursue the maximization
of enterprise performance, meet the interest requirements of all relevant parties, and
maximize individual benefits under the premise of maximizing the performance of
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enterprises (Davis et al. 1997). Comparatively, the manager as an agent considers
the maximization of economic benefits in the short term. Therefore, the strategy of
minimizing potential cost is adopted. The contractual social responsibility should be
reduced as much as possible, as the contractual social responsibility of the enterprise
is regarded as a short-term cost. However, the manager as a steward would consider
contractual social responsibility as an investment in the maximum potential long-
term performance. By maintaining good relationships with contractual stakeholders,
managers encourage them to make greater efforts for business development (Corbetta
and Salvato 2004; Déniz and Suarez 2005). Therefore, what factors affect the role of
managers?

Granovetter (1985) believes that economic behavior is embedded in a specific and cur-
rent network of social relations. Some scholars have pointed out that the social embed-
dedness of enterprise managers will lead them to choose agent or steward behavior.
When managers are embedded in a relationship network between different groups, they
have the strongest sense of identity with the most closely related groups and pursue the
best interests for the group (Ashforth and Johnson 2001). In this case, unlike relatively
independent managers, family managers in an enterprise are embedded in the family
and the enterprise simultaneously. The degree to which they are embedded in the family
relationship will affect their role in the enterprise. Generally, family members develop
common interests, cognition, and values through long-term communication and co-
residence. They thus form a strong sense of identity with the family and take the fam-
ily interests as the highest goal. Compared with general managers, family members are
more likely to sacrifice the interests of other contractual stakeholders to pursue family
interests. However, family members in some enterprises do not have a strong sense of
family identity due to poor family relationships. They would be more loyal to the enter-
prise and play the role of steward (Le Breton-Miller et al. 2011).

In China, family exists as the most basic social structure. The profound accumula-
tion of family culture greatly influences people’s psychological disposition and behav-
ior, which is unparalleled with other family cultures (Chu 2000). Many scholars have
also found that trust between Chinese people is limited, and trust mainly exists in the
family relationship network based on bloodlines and kinship (Fukuyama 2001: 7083),
while outsiders are excluded from this trust. A typical example is that nepotism is
more common in Chinese enterprises, and trust in contractual managers is limited
(Li 2002, 2003). Therefore, this article believes that in China’s private enterprises,
family owners and managers have a strong sense of family identity due to cohesion
and special trust within the family. Compared with other general managers, they
may have a stronger tendency to act as agents; that is, they are more likely to reduce
contractual social responsibility investment for the sake of maximizing the family’s
economic interests. Moreover, with an increase in the level of family involvement,
the less supervised the family members are, and the stronger their agency ability is,
the less likely they are to fulfill the contractual social responsibility of the enterprise.
Therefore, the second hypothesis can be drawn.

Hypothesis 2 The deeper the family is involved in the enterprise, the less social
responsibility the enterprise performs toward contractual stakeholders.
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Research methods

Data

The data are from the Ninth National Sample Survey of Private Enterprises conducted by
the private enterprise research group in the first half of 2010.! The survey first selects the
sample of private enterprises according to the scale structure and industry structure of
enterprises from the China Statistical Yearbook and surveys local business associations
and bureaus. The survey objects are the legal representatives or entrepreneurs of private
enterprises. The survey covers various industries, sizes, and types of enterprises in 31
provinces, autonomous regions, and municipalities. Therefore, the sample of this study
is representative of China’s private enterprises. In this survey, 4610 valid questionnaires
were collected, and 2734 were selected after excluding the cases with missing data.

Variables

Dependent variable

This study distinguishes the object of CSR as community stakeholders and contractual
stakeholders. CSR to community stakeholders is measured by charitable donations and
pollution control investments; CSR to contractual stakeholders is measured by staff
training investments and staff social insurance investments. First, the absolute amount
of social responsibility investment (unit: yuan) is used as the dependent variable to
investigate the influence of family involvement in CSR. Second, the intensity of social
responsibility investment is the dependent variable, which is the proportion of social
responsibility investment in sales (unit: 10,000 yuan). To make the dependent variable
normally distributed, I include these indicators in the model using the logarithm.

Independent variable

The core independent variable of this study is the degree of family involvement. We use
the degree of family ownership and family managerial power to measure the degree of
family involvement. Family ownership refers to the ratio of the ownership held by family
members to the total ownership of the enterprise. Family managerial power refers to the
ratio of the number of family managers to the number of all enterprise managers. The
managers of the enterprise refer to the people in charge in each department. If a man-
ager shared the bloodline or had a marital relationship with the owner, the manager was
categorized as the family manager; otherwise, he or she was categorized as the general

manager.

Control variables
The control variables of this study mainly include the characteristics of entrepreneurs
and the characteristics of enterprises.

The individual attributes of business owners mainly include gender, education, and politi-
cal connections. In this study, the education level of entrepreneurs is set as a dummy vari-
able, which is assigned as 1 for the college, undergraduate, or postgraduate level and 0 for

! The research group is composed of the United Front Work Department of the CPC Central Committee, the All-China
Federation of Commerce, the State Administration of Commerce and Administration, and the China Private Economy
Research Association.
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senior high school and below. According to the general state of affairs, the most important
way for business owners to participate in politics is to be elected as a representative to the
National People’s Congress or become a member of the Chinese People’s Political Consul-
tative Conference, which is regarded as a specific indicator of the political connections of
business owners. In this study, if a business owner was a representative of the National Peo-
ple’s Congress or a member of the Chinese People’s Political Consultative Conference, he
or she would be classified as having political connections, and the value would be set to 1;
otherwise, it would be set to 0.

The characteristics of the enterprise include the industry where the enterprise is located,
the foundation date of the enterprise, the region where the enterprise is located, and the
scale and performance of the enterprise. Since the questionnaire asks enterprises to list
three main business industries, we control the impact of the enterprise industry with two
variables. One is whether the enterprises are engaged in the manufacturing industry, and
the other is whether the enterprises are engaged in multiple industries, both of which are
dummy variables in the model. The foundation date of an enterprise is calculated by sub-
tracting the opening year from the survey year. If the foundation date of an enterprise was
less than one year, it was counted as one year. We divide the locations of enterprises into the
east, the central, and the west according to general criteria and set it as a dummy variable in
the model with the east as the reference. The scale of an enterprise is measured by two indi-
cators. One is the average annual number of employees employed by the enterprise, and
the other is the sales volume of the enterprise (10,000 yuan). The logarithm of enterprises
scale is included in the model since there are great discrepancies among enterprises. In this
study, the net profit rate of sales is the index of enterprise performance, the net profit rate of
sales = (net profit/sales) * 100%, and the negative net profit is set as 0 (Table 1).

Model

This study uses the Tobit model to explore the relationship between family involvement and
CSR investment. The Tobit model is a model with dependent variable values under certain
constraints. It extends from the original structural model to a time series model, panel data
model, and nonparametric model (Zhou and Li 2012). This study uses the standard Tobit
model, suitable for dealing with data with many deleted values of dependent variables. The
dependent variable has deleted many values since CSR investment cannot be negative, and
many enterprises have no investment in CSR. When the dependent variable has many val-
ues deleted, the parameters estimated by the least square method are biased and inconsist-
ent. Therefore, the general linear regression method is unsuitable, while the Tobit model
can solve this problem through maximum likelihood estimation. Compared with the logis-
tic model, the Tobit model could take full advantage of the information of “whether the
enterprise fulfills its social responsibility” and “the investment in social responsibility is dif-
ferent among enterprises”” The Tobit model is set as follows:

yl* =a+ ,Bjxij +Akzik + &

,:{yi‘ if yi >0
YiZlo if y;<o0

The dependent variable y, is the investment in CSR, which is nonnegative, and y, is
the latent variable. z;, is the control variable of the model, which represents a series of
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Table 1 Statistical description of main variables

Variable Sample size Mean Standard Minimum value Maximum value
deviation

Dependent variable

Charitable donation (yuan, logarithm) 2563 741 432 0 16.12

Pollution control investment (yuan, 2603 350 510 0 16.38

logarithm)

Social insurance investment (yuan, 1947 788 567 0 16.85

logarithm)

Employee training investment (yuan, 2649 6.71 5.00 0 15.04

logarithm)

Charity sales ratio (logarithm) 2561 214 182 0 932

Pollution control sales ratio (logarithm) 2602 1.06 1.84 0 9.79

Social security sales ratio (logarithm) 1946 296 238 0 947

Training sales ratio (logarithm) 2649 194 183 0 791

Independent variable

Family ownership involvement 2734 080 0.9 0 1

Involvement of family management 2734 026 033 0 1

rights

Control variable

Gender (1 =male) 2734 086 034 0 1

Education (1 =University and above) 2734 061 049 0 1

Political connections (1 =yes) 2734 048 050 0 1

Diversity (1 =yes) 2734 023 042 0 1

Manufacturing (1 =yes) 2734 043  0.50 0 1

Corporate history 2734 880  4.60 1 21

Region

Eastern (1 =vyes) 2734 056 050 0 1

Central (1 =yes) 2734 024 043 0 1

Western (1 =yes) 2734 019 039 0 1

Number of employees (logarithm) 2734 405 156 0.69 9.20

Sales (ten thousand yuan, logarithm) 2734 672 225 041 15.19

Sales margin 2734 1089 1638 0 100

variables of the characteristics of business owners and enterprises. A, represents the
coefficient of these variables. x; is the variable of family involvement, referring to family
ownership involvement and family managerial power involvement, respectively, and j;
represents the coefficient of the two variables. a is the constant term of the model. ¢; is
the error term, which follows the normal distribution with a mean value of 0 and a vari-
ance of o>,

Analysis

Model 1 shows the impact of family involvement on the absolute amount of CSR
(Table 2). First, the influence of family involvement on corporate community social
responsibility includes that, first, the political connections of business owners have a
positive impact on corporate philanthropy and pollution control investment, which is
consistent with most previous studies (Liang et al. 2010; Gao et al. 2011); the invest-
ment of enterprises in the central and western regions is not as large as that in the
eastern regions, which may be related to the better market environment in the eastern

Page 13 of 20
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Table 2 Maximum likelihood estimation of the absolute amount of family involvement and CSR

investment
Model 1.1 Model 1.2 Model 1.3 Model 1.4
Charitable donation Pollution Social Training investment
control security
investment investment
B/S.E. B/S.E. B/S.E. B/S.E.
Gender (1 =male) —0.069 1.601% —1.100** 0.278
(0.275) (0.797) (0.418) (0.364)
Education (1=Universityand ~ 0.266 —0.858 1.358%** 0.730**
above) (0.199) (0.531) (0.333) (0.262)
Political connection (1 =yes) 2.037%** 1.227* 0.114 0.845**
(0.208) (0.556) (0.326) (0.264)
Diversity (1 =yes) 0.779%** —0.361 —0.555 0.529*
(0.208) (0.571) (0.357) (0.266)
Manufacturing (1 =vyes) —0.569** 4 445%** 0.832** 0.158
(0.207) (0.519) (0312) (0.247)
Corporate history 0.089%*** 0.020 0.077* 0.007
(0.021) (0.058) (0.035) (0.028)
Region (reference item: Eastern)
Central —0465* —1.186™ — 2432%%% —0.505"
(0.235) (0.611) (0.382) (0.300)
Western —0.716* 0.225 —1165% 0236
(0.256) (0.668) (0.396) (0311)
Number of employees 0.663*** 2.535%* 0.972%** 1.478***
(0.095) (0.254) (0.149) (0.122)
Sales 0455+ 0.518* 1.127%%% 0.687*+*
(0.072) (0.187) (0.111) (0.092)
Sales margin 0.030%** 0.063*** —0014 0.022%*
(0.006) (0.016) (0.012) (0.008)
Involvement of family owner- ~ 0.784* —1.263 —1.395** 0.008
ship (0.360) (0.860) (0.492) (0.409)
Involvement of family manage- 0.728* 1.969* — 1.886%** — 2.044%**
ment rights (0.300) (0.834) (0.554) (0.431)
Constant term —1.535** —20.514%** —2.933** —6.198***
(0.568) (1.500) (0.902) (0.719)
Sample size 2563 2603 1947 2649
Interception number on the left 555 1676 634 882
— 2 Log Likelihood 13,035.16 8572.64 9584.33 12,641.36

*p<0.1,%p<0.05, *p<0.001, **p<0.001 (2) robust standard error in parentheses

regions (Zhou et al. 2012); the larger the scale of the enterprise is, and the better the
economic performance of the enterprise is, the more social responsibility the enter-
prise will undertake.

It is worth noting that although manufacturing enterprises invest more in pollution
control, they perform poorer in charitable donations, which may be because com-
pared with other enterprises, manufacturing enterprises discharge more pollutants
and thus invest more in pollution control.

Second, the coefficient of the degree of family ownership and family managerial
power is significantly positive for the charity donations of enterprises, which means
that the amount of charity donations of enterprises will increase by 0.78% and 0.73%,

respectively, with one percentage increase in the degree of family ownership and
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family management power. However, only family managerial power has a signifi-
cant impact on enterprise pollution control investment. Enterprise pollution control
investment will increase by 1.97%, with one percentage increase in the degree of fam-
ily managerial power involvement. Generally, the result supports Hypothesis 1 that
the deeper the family is involved in the enterprise, the more social responsibility the
enterprise performs toward community stakeholders.

Second, regarding the contractual social responsibility of enterprises, on the one hand,
the influence of the family involvement level has changed significantly. Both family own-
ership and family managerial power have a significant negative influence on corporate
social insurance investment; that is, the deeper the family involvement is, the less the
corporate social insurance investment is. Family ownership does not have a significant
impact on corporate staff training investment, but family managerial power has a signifi-
cant negative impact on it. The training investment of enterprise staff will decrease by
approximately 2% with every one percentage point increase in family managerial power.

On the other hand, the influence of political connections, enterprise location, enter-
prise size, and enterprise performance is consistent with Model 1.1 and Model 1.2,
which reflects that the impact of these variables on CSR behavior will not change with
the nature of stakeholders. In addition, the results also show that the education level of
entrepreneurs has a positive impact on social security investment and training invest-
ment, while it has no significant impact on community social responsibility. This may be
because the higher the education level of entrepreneurs is and the greater they under-
stand CSR, the greater they hope to encourage employees to work actively by increas-
ing the investment of contractual stakeholders to improve the economic performance of
enterprises.

The dependent variable of Model 2 is CSR investment. By examining the influence of
family involvement on CSR investment, Model 2 can test the robustness of the above
analysis (see Table 3). Through comparison, it can be found that the variables of sales
all change from positive to negative because the dependent variable is the ratio of CSR
investment to sales. Moreover, except for the significant change of the coefficients of
individual variables in the control variables, the properties (plus—minus sign) and signif-
icance of the coefficients of other variables have no significant change, which indicates
that the previous results are reliable. As far as this study is concerned, family involve-
ment has a positive impact on corporate philanthropy and pollution control investment
and has a negative impact on social insurance investment and training investment. In
other words, the deeper the family involvement is, the more social responsibility the
enterprise performs to its community stakeholders, and the less social responsibility it
performs to its contractual stakeholders. This further verifies Hypothesis 1 and Hypoth-
esis 2.

Conclusion and discussion

Based on the data from the Ninth National Survey of Private Enterprises, this research
finds a seemingly paradoxical relationship between family involvement and CSR. On the
one hand, family involvement will increase CSR investment to community stakehold-
ers; on the other hand, family involvement will inhibit CSR investment to contractual
stakeholders. The reason for this result is that the family itself has a complicated logic of
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Table 3 The biggest likelihood estimate of family involvement and intensity of CSR input

Model 2.1 Model 2.2 Model 2.3 Model 2.4
Charitable donation Pollution Social Training investment
control security
investment investment
B/S.E. B/S.E. B/S.E. B/S.E.
Gender (1 =male) 0.005 0.565% —0.530% 0.075
(0.122) (0.305) (0.220) (0.160)
Education (1 =Universityand ~ 0.1587 —0393* 0.769%** 0310%*
above) (0.088) (0.202) (0.167) 0.111)
Political connection (1 =yes) 0.955*** 0.516* 0.025 0.410%**
(0.088) (0.210) (0.161) (0.110)
Diversity (1 =yes) 0.448%** —0.115 —0.197 0.264*
(0.094) (0.213) (0.175) (0.115)
Manufacturing (1 =vyes) —0.386%** 1.597%** 0.373* 0.003
(0.089) (0.198) (0.155) (0.103)
Corporate history 0.050%** 0.008 0.036* 0.006
(0.010) (0.022) (0.017) (0.012)
Region (reference item: Eastern)
Central —0.325%* —0392% —1.329%** —0.159
(0.103) (0.231) (0.190) (0.127)
Western —0.358** 0.205 —0.760%** 0.112
(0.114) (0.259) (0.199) (0.134)
Number of employees 0.356%*** 0.983*** 0.596%** 0.667***
(0.041) (0.098) (0.073) (0.051)
Sales —0.363%** —0.109 —0.062 —0.229%**
(0.032) (0.071) (0.057) (0.040)
Sales margin 0.016*** 0.026*** —0.008 0.014**
(0.003) (0.007) (0.007) (0.004)
Involvement of Family owner-  0.465** —0.389 —0.765** 0.090
ship (0.148) (0.320) (0.249) (0.172)
Involvement of family manage- 0.232% 0.651* —0.962%** —0.878***
ment rights (0.140) (0.321) (0.279) (0.186)
Constant term 1.490%** —6.092%** 1.348** —0327
(0.257) (0.558) (0.469) (0.314)
Sample size 2561 2602 1946 2649
Interception number on the left 555 1676 634 882
— 2 Log Likelihood 9587.51 6711.40 7750.30 9562.56

*p<0.1,*p<0.05, *p<0.001, **p<0.001 (2) robust standard error in parentheses

behavior. Under the influence of the “differential mode of association,” the family adopts
different logics to interact with objects in different relationships. When the family is
involved in the enterprise, this mode of action is also brought into enterprise manage-
ment. If the enterprise was regarded as an aggregate of formal contracts among con-
tractual stakeholders, the controlling family in the enterprise would become the agent
of contract management because of its special strategic position. They would pursue the
maximization of their own economic interests like other contractual stakeholders. In the
Chinese cultural context, these family managers tend to act as agents rather than stew-
ards and sacrifice the interests of other contractual stakeholders to maximize their own
economic interests. In contrast, the social relationship between the controlling family
and community stakeholders is relatively loose. The focus of the family is not to compete
for economic interests but mainly to enhance socioemotional wealth. Compared with
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general managers, family members pay more attention to corporate reputation, and they
actively perform their social responsibilities to community stakeholders.

The results of this research also demonstrate that different indicators of family involve-
ment do not have a consistent impact on CSR, and “family managerial power” has a sig-
nificant impact on four kinds of CSR, while “family ownership” only has an impact on
donations and employee social insurance investment. Therefore, the influence of “family
managerial power” may have a stronger influence. The author suggests that “family own-
ership” makes the family have a certain connection with the enterprise, which impacts
the behavioral motive of the family. However, “family managerial power” provides the
controlling family with a direct impact on the operation and management of the enter-
prise, which is more important when the interests of other stakeholders are sacrificed.

In the research of Chinese enterprises, scholars usually pay attention to the organiza-
tional behavior of paternalism (or panfamilism) in family enterprises, which is regarded
as distinctively Confucian (Chu 2004). However, the results show that even though
paternalism does exist in Chinese family enterprises, it is questionable whether it could
spread beyond the family. This study does not find evidence to support the family’s spe-
cial treatment to other contractual stakeholders. In fact, as mentioned above, the tra-
ditional Chinese family is a mixture of two different ideal models, namely the “clan” as
a carrier of bloodline and ethical norms and the “family” as a social and economic unit
(Ebrey 1984). The former pays more attention to the family’s socioemotional wealth,
while the latter pays more attention to the accumulation of economic wealth. Fami-
lies involved in modern business also inherit this duality, but research could not only
emphasize the “clan” as a prominent Confucian pattern but neglect the economic mode
of “family” In fact, under the special relationship structure in China, families adopt dif-
ferent behavior logics to interact with different objects. Moreover, these two kinds of
logic are not opposite and may be complementary. In traditional China, family wealth
is the material basis of family ancestor worship and family social reputation; in mod-
ern family enterprises, families accumulate their own economic wealth at the expense of
contractual stakeholders, whose wealth would be given back to society and gain a bet-
ter family reputation. In this sense, we can call the families involved in Chinese private
enterprises “self-centered philanthropists.”

Furthermore, family duality not only alters with the object but also changes with the
development of the enterprise. The research finds that the longer the business history
is and the larger the enterprise scale is, the greater the social responsibility invest-
ment of the enterprise is. This may be because the main purpose of early entrepre-
neurial activities is to maintain the economic unit of the “family” and to promote the
living standard of the family. In the immature market economy environment in China,
the development of enterprises usually depends on the family. Therefore, in the early
stage of entrepreneurship, the owners of enterprises do not have strong noneconomic
goals and rely heavily on family contacts, which makes enterprises rarely fulfill various
social responsibilities. With the development of the enterprise, the influence of clans
on enterprise owners is becoming increasingly obvious. In other words, when basic
economic demands are satisfied, the social motivation of “bring glory on one’s ances-
tors” and “be benevolent” may become important internal motivations for enterprise

development, which makes the enterprise owners actively perform the community



Zhu The Journal of Chinese Sociology (2021) 8:21 Page 18 of 20

social responsibility of the enterprise. Meanwhile, with the expansion of the enter-
prise scale and the complication of the organization structure, the influence of family
members on business operations is diluted. To motivate nonfamily employees in the
enterprise, enterprises will also raise contractual social responsibility investment.

A further question is why Chinese families prefer to act as agents rather than stew-
ards in enterprises. Given the characteristics of Chinese families, this article argues that
this is because family connections are the closest and most important relationship for
Chinese people and have the strongest sense of identity. It is noted that other factors
may also have an impact on it. First, China’s market economic environment is far from
perfect, especially because the legitimacy of the private economy has been questioned
and often plundered by the government. It is thus not easy for business owners to form
a long-term strategic vision. They want to accumulate wealth as soon as possible. Even
if the policy changed, they could transfer wealth as soon as possible. Second, at present,
the social understanding of CSR is relatively limited. Many people regard charity dona-
tions and environmental protection as typical social responsibilities. Therefore, society
hardly supervises the performance of corporate contractual social responsibility. Busi-
ness owners do not have a strong sense of social responsibility and only treat CSR as an
expense rather than an approach to promote enterprise performance by managing social
responsibility. Therefore, to promote the fulfillment of CSR, criticism against private
enterprises from the perspective of family self-interest is not enough since the influence
of family involvement on CSR is diverse. The economic environment for the survival and
development of enterprises needs to be improved to advance the understanding and rec-
ognition of CSR in society as a whole.

Finally, the social responsibility of family businesses discussed in this article is based
on the duality of traditional Chinese families and China’s unique social and economic
environment. Whether the results can be applied to foreign family businesses needs
further research. In contrast, given that families generally influence Chinese private
enterprises, researchers must also pay attention to the inherent particularity of Chinese
families and Chinese society to better understand the behavior of private enterprises.
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