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A B S T R A C T

The CEO's reputation is a valuable intangible resource for a firm. This study investigates the effect of a CEO's
reputation on corporate governance efficiency. Using a sample of 3504 Chinese listed companies from 2002 to
2018, we find that the CEO's reputation built through corporate donations reduces the probability of their forced
turnover. This effect is stronger when a firm/CEO has more media exposure and weaker when a firm's peer
companies donate more. The mechanism of this effect is that the CEO's reputation is a valuable resource that
makes it difficult for firms to find a substitute in a short time; therefore, firing a CEO who has a high reputation is
costly to a firm, and reputable CEOs are likely to become entrenched. Our study demonstrates a new perspective
on the CEO's reputation by explaining the failure of corporate governance and provides practical insights for
constraining managers and promoting the management efficiency of enterprises.
1. Introduction

The literature documents that reputation is a valuable intangible
resource not only for firms but also for individuals (e.g., Branco and
Rodrigues, 2006; Borghesi et al., 2014). Specifically, a top manager's
reputation (e.g., CEO's reputation) is especially crucial to a firm as an
intangible resource. Some researchers argue that the reputation of
managers established among stakeholders can provide competitive ad-
vantages and have positive effects on firm performance (Brammer and
Millington, 2005; Branco and Rodrigues, 2006). However, a top man-
ager's reputation can also raise costs to the firm. For example, one of the
most significant costs to the firm is the agency cost, which occurs when
altruistic CEOs obtain private reputation benefits through investing in
charitable investments that even reduce the value of the firm (Borghesi
et al., 2014).

Topmanagers' reputation is most gained through corporate charitable
donation (Werbel and Carter, 2002; Walker, 2010; Flickinger et al.,
2016). As the main decision maker in a firm, the CEO can greatly influ-
ence corporate social responsibility (CSR) investments such as charitable
donations, which show a firm's care for the community and society (Barro
and Barro, 1990; Tang et al., 2015). Therefore, stakeholders usually
attribute the company's philanthropic behavior to the CEO's decisions
(Graham et al., 2013). Consequently, when building a better public
image of their firm, CEOs simultaneously gain their reputation (Branco
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and Rodrigues, 2006; Borghesi et al., 2014). Importantly, this personal
reputation association can greatly affect a firm's governance decisions,
i.e., a firm must consider the benefits a CEO brings to the firm as well as
the costs of the CEO who makes value-reducing decisions related to
corporate charitable donations while building their reputation.

An important corporate governance event in a firm is forced CEO
turnover, which is crucial to a firm's governance efficiency and enhances
disciplining managers (Huson et al., 2001). However, CEOs try to avoid
being forcefully replaced since it is harmful to their own benefits. For
example, CEOs tend to make charitable connections with independent
directors to reduce their probability of being replaced (Cai et al., 2020).
Moreover, the literature has documented many other factors that are
associated with the probability of CEO-forced turnover, such as political
connections, family ownership, dual positions, individual board net-
works and regional air quality (Cao et al., 2017; Chen et al., 2013; Tran
et al., 2017; Flickinger et al., 2016; Zhu et al., 2021). In this paper, we
investigate the association between a CEO's reputation and corporate
governance efficiency. Specifically, we try to answer whether the repu-
tation of a CEO established through corporate donations deters the firm's
forced turnover decisions on its CEO.

We document that the reduction in the probability of reputable CEOs
being forcibly replaced is associated with an increase in their entrench-
ment. The mechanism is that the firm weakens discipline, as it is afraid of
losing the benefits that are gained from the CEO's reputation. On the one
mber 2021
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hand, the CEO's reputation connects the goodwill and trust of stake-
holders (Friedman, 1970; Borghesi et al., 2014), so dismissing a CEO
with a better reputation may risk losing the continued availability of
resources from relevant stakeholders. However, on the other hand, the
establishment of a CEO's reputation requires the investment of time and
resources, so it is difficult for companies to find a substitute for the CEO's
reputation in a short time. As a result, CEOs with good reputations are
likely to become entrenched. However, if CEOs are destroying more
values than they are creating, they shall still be replaced. Thus, under this
situation, firms hesitate to decide whether to fire a high-reputation CEO
because of the trade-offs between losing the CEO's reputation benefits
and improving managerial efficiency. Identifying the impacts (especially
the negative effects) of a CEO's reputation on forced turnover is impor-
tant since it helps to extend existing research areas on corporate
governance.

We hand collected the CEO forced turnover data to construct our
unique sample for the empirical analysis. Using a sample of 3504 Chinese
listed companies from 2002 to 2018, our empirical findings reveal that
CEOs with private reputations established through corporate donations
have a lower probability of forced turnover. Furthermore, more media
exposure can strengthen the negative charitable donations–turnover
relationship since the corporate donations are known by a larger group of
stakeholders that facilitate the CEO gaining more personal reputation. In
contrast, more donations from corporations in the same industry or
province weaken the negative relationship since they raise stakeholders'
expectations of charitable donations and the threshold for establishing a
personal reputation, and different features at the CEO-level (e.g., age,
tenure, duality and gender) can also affect the relationship between
charitable donations and CEO turnover. In addition, CEOs' private rep-
utations can also cause a weaker turnover–performance relationship.
Further analysis suggests that the mechanism of this effect is that the
CEO's reputation is a valuable resource that makes it difficult for firms to
find a substitute in a short time; therefore, firing CEOs with a higher
reputation leads to a greater decline in corporate financial performance
and shareholder value than firing CEOs with weaker reputations. More-
over, these empirical regularities do not stem from the endogenous se-
lection of charitable giving and different dimensions of CEO
characteristics, but they do reflect possible entrenchment due to the
CEOs' private reputations. Our findings are robust after a battery of tests,
i.e., CEO fixed effects and firm fixed effects in the analysis, propensity
score matching (PSM), and instrumental analysis.

The primary contribution of this paper is to explicitly consider a
managerial human capital dimension in explaining the failure of corpo-
rate governance and to provide new insights for the literature on
managerial discipline. Specifically, we demonstrate a new role for top
managers' reputation, i.e., a valuable tool for CEOs to build entrench-
ment. We also reveal that there are hidden costs of charitable donations,
which complements the literature on agency cost theory and CSR. Sec-
ond, there are many theoretical studies about CEOs’ reputations, but only
a few empirical studies are published given the difficulties in measuring
reputation (Friedman, 1970; Milbourn, 2003). We provide new insights
on measuring the personal reputation of CEOs and pave the way for
empirical research in related fields.1 Third, our empirical findings pro-
vide implications that are crucial for both practitioners and academics.
The conclusion of this article emphasizes the adverse role of reputation in
business management, which is usually ignored; thus, further research
can explore the adverse role of reputation in different aspects of eco-
nomic life from a broader perspective. Last, our study has corporate
1 There are few empirical studies on CEO personal reputation; in addition to
this article, we found one other article: Milbourn (2003) treats media exposure
as one of many proxies for managerial reputation and demonstrates a positive
link between media coverage and the efficiency of stock-based compensation.
Different from our paper, this literature measures the personal reputation
derived from a CEO's ability.

2

governance implications that firms should weaken the role of a CEO in
the process of charitable giving while enhancing the role of the company
and transforming the reputation from the CEO to the company. Strate-
gically, firms can have independent foundations, in part to insulate CEOs
from foundation allocation decisions.

The paper is organized as follows. Section 2 reviews the relevant
literature and proposes the hypotheses. Section 3 describes the data,
variables, and methodology. Section 4 discusses the empirical results and
the channels through which top management's personal reputation in-
fluences corporate governance. Section 5 concludes the paper.

2. Theoretical framework and research hypotheses

2.1. Corporate donations and CEOs’ private reputations

Corporate donations are generally considered a component of the
larger domain of CSR, which can support education, culture, or relief
funds for victims of natural disasters (Wang et al., 2008). The preliminary
literature demonstrates that corporate donations can contribute to the
personal reputation for top managers (Friedman, 1970; Masulis and
Reza, 2015). On the one hand, corporate donations can create a better
public image, which has a positive relationship with a corporate repu-
tation (Brammer and Millington, 2005; Branco and Rodrigues, 2006;
Borghesi et al., 2014). A CEO, as the most influential decision-maker in
the company, has an important influence on all aspects of the company's
decision-making (Graham et al., 2013). Therefore, stakeholders usually
attribute the company's philanthropic behavior to the CEO's decisions.
The CEO will also gain reputation through these corporate charitable
activities. On the other hand, corporate charitable giving may provide
top managers with important access to the elite business community,
supporting personal causes and increasing social power and status
(Friedman, 1970); therefore, in many situations, managers pursue CSR
activities because they could enhance their professional and personal
reputation. However, CEOs generally do not make donations based on
obvious personal self-interest motives; in contrast, they usually combine
altruistic and strategic motives when making donations (Borghesi et al.,
2014), and the motives include reducing financial distress risk,
improving corporate performance, etc. (Boubaker et al., 2020; Nollet
et al., 2016). Moreover, the Chinese government encourages corpora-
tions to invest in philanthropy, the media generally has a positive atti-
tude toward reports on corporate donations,2 and stakeholders generally
receive positive information. Therefore, top managers are likely to
establish their reputations through corporate donations.

With the rapid development of both traditional and online self-media
in recent years, an increasing number of corporate managers are known
by stakeholders, and CSR has always been a hot spot of social concern. As
a result, corporate managers’ use of charity to gain personal reputation is
very convenient. Although some managers use their reputation resources
to create value for shareholders (Hogarth et al., 2018), at the same time,
the reputation is also likely to help CEOs become entrenched in their
positions and impede corporate governance.
2.2. CEOs’ private reputations and forced turnover

The CEO's reputation is an intangible resource that is valuable to
corporations. In the context of this study, the CEO's reputation is essen-
tially the goodwill and trust of stakeholders, which can help companies
build relationships with stakeholders (including customers, suppliers,
2 We found relevant reports on government encouragement measures for
corporate charitable donations from Chinese government websites and main-
stream websites, such as http://www.gov.cn/xinwen/2017-02/24/conten
t_5170738.htm/ http://jjsb.cet.com.cn/show_480538.html/ https://www.soh
u.com/a/127760061_117822, meanwhile, we searched the internet in China
and found no negative reports related to charitable donations by the listed firms.

http://www.gov.cn/xinwen/2017-02/24/content_5170738.htm/
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3 We compare the consistency of the charitable donation data from two
sources (Appendix B).
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competitors, bankers, and investors) (Friedman, 1970; Borghesi et al.,
2014). The literature has documented that the reputation established
among stakeholders can provide a competitive advantage and positively
affect firm performance (Branco and Rodrigues, 2006; Brammer and
Millington, 2005); therefore, reputation can bring a unique resource that
is less likely to be substituted, and CEOs with reputation are likely to
become entrenched in their positions. In addition, a CEO with a private
reputation has a higher profile with stakeholders. Thus, firing those CEOs
may lead a company to lose intangible reputational assets and incur
potential costs. As a result, the private reputation of a CEO can increase in
his(her) entrenchment, which have adverse effects on corporate gover-
nance. Therefore, we form our first hypothesis:

Hypothesis 1. A CEO who establishes a personal reputation through
being actively involved in corporate donations has a lower probability of
forced turnover.

2.3. Impact of media exposure and donations from peer companies or
companies in the same province

Our previous discussion assumes that distorted forced turnover pat-
terns are due to the CEO's reputation; therefore, the negative charitable
donations–turnover relationship changes with the extent to which CEOs
earned their reputation through charitable donations. The corporate
donation environment is the most intuitive influencing factor. This
article focuses on two of them: themedia exposure of the firm and its CEO
and the donations from other firms in the same industry/province.

The fundamental function of media is to disseminate information
(Bushman et al., 2017). The establishment of top managers’ personal
reputations occurs through the dissemination of information (Borghesi
et al., 2014), i.e., the wider the dissemination of information on a firm
and its CEO, the more stakeholders receive philanthropic information.
The media can help establish a wider range of goodwill and trust for top
managers to stakeholders (Bear et al., 2010; Branco and Rodrigues,
2006). Therefore, given a particular amount of corporate donation, more
media exposure results in a higher personal reputation for the CEO. Our
second hypothesis is as follows.

Hypothesis 2. Higher media exposure of a firm and its CEO strengthens
the negative correlation between charitable donations and that CEO's
forced turnover.

In the real financial market, stakeholders receive information from
more than one firm. Individuals (i.e., stakeholders) adjust relevant
judgment criteria based on anchor information (Strack and Mussweiler,
1997; Furnham and Boo, 2011). Therefore, more donations of peer
companies in the same industry or region both raise stakeholders’ ex-
pectations of charitable donations and the threshold for establishing a
reputation with stakeholders. As a result, given a particular amount of
corporate donation, more donations from peer companies in the same
industry or region result in a lower personal reputation of the CEO. Our
third hypothesis is as follows.

Hypothesis 3. More donations of peer companies in the same industry
or region weaken the negative correlation between charitable donations
and a CEO's forced turnover.

2.4. CEO's private reputation and turnover-performance sensitivity

Many researchers (e.g., Warner et al., 1988; Cao et al., 2017) consider
that the main reason for the CEO's forced resignation is the poor per-
formance of the company, and there is a large amount of literature about
boards tending to replace CEOs with poor performance (Weisbach, 1988;
Kaplan and Minton, 2012; Jenter and Kanaan, 2015; Gao et al., 2017);
namely, there is a negative correlation between firm performance and
CEO turnover (Warner et al., 1988; Friedl and Resebo, 2010). Because
top managers' private reputations can be a valuable resource, which is
less likely to be substituted (Branco and Rodrigues, 2006), CEOs with
3

private reputations probably become entrenched in their positions.
Therefore, we expect these CEOs to be less likely to be replaced, even
when their performance is poor. In summary, the following hypothesis is
proposed:

Hypothesis 4. CEOs' personal reputations established through corpo-
rate donations weaken the negative turnover-performance sensitivity
relationship.

3. Date, variables, and the methodology

3.1. Sample

Our sample selection process starts with obtaining all the financial
information of the firms listed on the Shanghai and Shenzhen Stock Ex-
changes from 2002 to 2018. The sample period is set from 2002 to
eliminate the impacts from the change in accounting and audit standards
for publicly listed firms in China that commenced in 2001. Then, we
exclude financial firms because of their industrial uniqueness. We also
exclude firms that were flagged as ST or *ST, which designates special
treatment due to the irregularities in the financial statements. Firms in
the education industry are also excluded from our sample because no
company in this industry has donated in the sample period. We also
exclude the firms that have incomplete information used in our analysis.
We finally select a sample that comprises 32979 firm-year observations
from 3504 listed firms for our empirical analysis.

The main source of our data is from the Chinese Stock and Market
Accounting Research (CSMAR) database comprises four parts: (1) CEO
turnover information for CEO name, turnover time, turnover reason; (2)
data for CEOs: age, gender, experience, duality, and political connec-
tions; and (3) firm data for charitable donations, return on assets (ROA),
stock return, firm size, leverage, board size, independent director ratio,
and managerial ownership. The CSMAR provides charitable giving data
only start from the year 2008. Therefore, wemanually collect the data for
corporate charitable giving from 2002 to 2007 from the firms’ annual
reports.3 The media exposure data are from the CSMAR and China eco-
nomic news database, which include the number of articles each firm and
its CEO have been reported.
3.2. Construction of variables

3.2.1. CEO's forced turnover
The original CEO turnover information we collect comprises multiple

turnover records of a CEO during a single year. However, CEOs with such
a short tenure are less likely to be involved in charitable giving. Dealing
with the issue, we keep the first turnover CEO in one year. Therefore, the
consolidated sample is obtained by consolidating multiple changes in one
year into one observation per year.

As shown in Table 1 Panel A, we identify 6728 CEO turnovers within
the sample period, which account for 20.4% of the total number of firm-
year observations. The CSMAR database documents the reasons for the
turnovers: (1) change of job, (2) retirement, (3) contract expiration, (4)
change in controlling shareholders, (5) resignation, (6) dismissal, (7)
health, (8) personal reasons, (9) corporate governance reform, (10) legal
disputes, (11) completion of acting duties, and (12) no reason given.
Panel A summarizes the distribution of turnovers across different stated
reasons. Change of job is the most stated reason, which accounts for
34.77% of the turnover's reasons. The second most stated reason is
contract expiration, which accounts for 21.88%. The third most stated
reason is resignation, which accounts for 14.94%. Only 1.56% of the
turnovers are because of dismissal.

To assess the effectiveness of the corporate control exercised by



Table 1
Statistics on the reasons for CEO turnover. Panel A reports the consolidated
sample, which is obtained by consolidating multiple changes in a year into one
single observation, and the frequencies of the stated reasons for CEO turnover in
China's listed firms between 2002 and 2018. In Panel B, the total number of
turnovers is 6156, which is equal to 6149 (undifferentiated turnover) plus 7 (the
age of the departing CEO was less than 55), and the number of forced turnover
reported in this table (2399) does not exclude 523 cases in which the CEO's
tenure was only one year. Our final sample contains 1876 cases of forced
turnovers.

Panel A: Stated reasons for CEO turnover in China's listed enterprises.
Reasons for turnover Number of

observations.
Frequency
(%)

Change of job 2339 34.765
Retirement 172 2.560
Contract expiration 1472 21.878
Change in controlling shareholders 23 0.340
Resignation 1005 14.937
Dismissal 105 1.560
Health 146 2.170
Personal reasons 744 11.058
Corporate governance reform 225 3.340
Legal disputes 13 0.190
Completion of acting duties 183 2.720
No reason given 301 4.470
Total 6728 100
Panel B: Destinations of departing CEOs
Destination No. of obs Percentage

Normal turnover 3757 61.099%
1. Important government position taken up 276 4.489%
2. Remaining as board chairman or vice
chairman

1396 22.703%

3. Promoted to board chairman or vice
chairman

1494 24.297%

4. CEO position taken up at another listed
firm or parent firm

553 8.993%

5. Going abroad to study 38 0.618%
Forced turnover 2399 39.014%
1. Dismissal 105 1.708%
2. New position ranked lower than CEO
position

914 14.864%

3. CEO position taken up at an unlisted,
smaller firm

27 0.439%

4. Information unavailable 1346 21.890%
5. Retirement but the age of the departing
CEO was less than 55

7 0.114%

Total 6156 100%
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shareholders, we distinguish between forced and non-forced turnovers,
because only the former reflects the disciplinary efforts of shareholders.
Following the literature, we adopt the following procedures and as-
sumptions to identify forced turnovers (e.g., Chang and Wong, 2009).
First, we exclude forced turnovers that are due to one of the following
reasons: (2) retirement, (4) change in controlling shareholders, (7) health
(including death), (9) corporate governance reform, or (10) legal dis-
putes. For the remaining 6149 turnovers, it is difficult to distinguish
between forced and non-forced turnovers on the basis of publicly avail-
able information. Therefore, we trace the destinations of the departing
managers to ascertain their nature. We exclude those turnovers in which
the departing managers are subsequently inaugurated to a better position
compared to their prior managerial position. We manually collect data
for the destinations of the departing CEOs from (1) firms' annual reports,
(2) Infobank's China Economic News Database, (3) Infobank's China's
Listed Firms Database and (4) some mainstream websites.4

Of the 6149 turnovers in our consolidated sample, we exclude 3757
cases of voluntary departure. For instance, there are 276 turnovers that
the CEOs left their firms for important government positions such as city
governors and provincial leaders, 1396 cases in which the CEOs retained
4 Websites include “http://www.sina.com.cn and “http://www.baidu.com.

4

their positions as board chairman or vice-chairman, 1494 turnovers in
which the CEOs were promoted to the position of board chairman or vice-
chairman, 553 cases in which the departing CEO took a new managerial
position at another listed firm or at the listed firm's parent group, and 38
cases in which the CEOs were reported to go abroad for further
education.

We treat the remaining 2392 turnovers as forced turnover: 105 cases
of dismissal, 914 cases in which the departing CEOs up new positions that
were lower than their prior positions, 27 cases in which they took
managerial positions at unlisted and/or smaller-sized firms, and 1346
cases in which we are unable to trace the destinations of the departing
CEOs. Consistent with previous literature (Chang and Wong, 2009; Cao
et al., 2017), we categorize the turnovers with missing information about
reasons as forced turnovers. It is highly unlikely that there is no infor-
mation available when departing CEOs take a position better than their
prior role. We add 7 cases as forced turnovers, of which the stated reason
was retirement, conditioned on the age of the departing CEO being less
than 55 years. Finally, our sample contains 2399 cases of forced turn-
overs. The reasons for CEO departures of our sample are summarized in
Panel B.

For this sample of forced turnovers (The number of observations is
2399), we exclude 523 cases in which the CEO's tenure was only one year
because CEOs with such a short tenure are unlikely to participate in
charitable giving. Our final sample contains 1876 cases of forced turn-
overs, which represents 27.88% of all types of turnovers between 2002
and 2018. This proportion is lower than the rates reported by Chang and
Wong (2009), namely, 30.98% (between 1995 and 2001), and higher
than the rates reported by Cao et al. (2017), namely, 26.22% (between
2002 and 2010).

3.2.2. CEOs’ private reputation
The reason that charitable giving can protect a CEO from a forced

turnover is the private reputation that a CEO establishes through chari-
table giving. Therefore, charitable giving can essentially measure such
private reputation of the CEO in this context. Given this context, we use
the mean value of cumulative charitable donations during the tenure of
the CEO, namelySm donationi;t , as the key independent variable of the
regression model. Sm donationi;t is calculated as follows:

Sm donationi;t ¼
Xt

j

donationi;j∕t (1)

where i represents CEO ID; t represents the t-th year of the CEO's tenure; j
is an index of summation; j ¼ 1,2,3, …,t; where the variable donationit
denotes the amount of charitable giving of a firm in which CEO i takes
office in year t and Sm donationi;t represents the mean value of cumula-
tive value of charitable giving in the t-th year of the CEO (CEO i)'s tenure.
The value of Sm donationi;t changes with the corporate charitable giving
but does not always increase during a CEO's tenure. If the amount of
subsequent donations decreases, the value of this variable decreases.

The mean value of cumulative charitable giving during a CEO's tenure
is a more reasonable measure of a CEO's private reputations than the
donations for each firm in each year. First, we posit that it is a long,
accumulated process for CEOs to establish their private reputations
through corporate philanthropy. Second, the donations for each firm in
each year are an unsatisfactory measure of a CEO's private reputations in
some cases, namely, for CEOs actively involved in charitable giving in the
past except for the current year. Their private reputations will not return
back to the original level at the beginning of their career because of their
early donations.

For robustness reasons, we also construct the variable industry-
adjusted donation (idonationi;t), which is the donation of each firm less

http://www.sina.com.cn
http://www.baidu.com
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the median value of the donation for all firms (except firm i) in the same
industry in a given year5

idonationi;t ¼ donationi;t � mid ind donationt (2)

where the variable donationit denotes the amount of charitable giving of a
firm in which CEO i takes office, and mid ind donationt denotes the me-
dian value of charitable giving for all firms (except firm i) in the same
industry in year t. We use variable idonationi;t to recalculate the mean
value of cumulative charitable donations during the tenure of the CEO;
the calculation formula is as follows6

Sm idonationi;t ¼
Xt

j

idonationi;j∕t (3)

3.2.3. Firm media exposure
We consider a list of media exposure measures. First, we obtain

Chinese listed firms’ news data from the CSMAR. The news data from
CSMAR provides information about the news ID, news publishing date,
news title, and involved corporates. We use the number of relevant news
items per firm per year to measure themedia exposure of listed firms over
time.

We also obtain Chinese listed firms' news data from China's economic
news database. China's economic news database includes information on
business economics news in China. The news is from various news reports
published by nearly 1000 news organizations, including authoritative
print media and internet websites in mainland China. The richness of the
database ensures that our sample period is fully covered by the media
exposure information. The total number of news articles is 6,656,264.7 In
this database, we directly measure CEO media exposure by manually
searching the news. Specifically, we use both the firm name (short name)
and the CEO name as keywords for searching. When we find the name of
the firm and the CEO in the same news, we count it as one piece of CEO
media exposure. We use the total number of relevant news items per CEO
per year to measure CEO media exposure over time.8 Additionally, we
use the logarithm of all the media exposure variables.9

3.2.4. Donation from peers in the same industry or geographic community
We define the industry peers of a firm as the firms with the same

industrial classification code as the focal firm. We use the 2012 version of
the Chinese Securities and Regulatory Commission (CSRC) industry
classification code to identify the industry of each firm. According to the
CSRC, the manufacturing industry is identified by the first two industry
classification codes, and the rest are identified by the first code. We use
the mean value of the donations from industry peers as a moderating
variable (Peers indit). Also, we define the community peers of a firm as
the firms headquartered in the same province as the focal firm. We use
the mean value of donations from peers in the same province as another
moderating variable (Peers proit). The donations from the focal firm are
5 We introduced the median annual donation of the industry when con-
structing variable Sm idonationi;t , because, in some industries, a few giant
companies donate a lot, so the median donation of the industry can better reflect
the donation situation of the industry than the mean value.
6 All these variables (Sm donationi;t and Sm idonationi;t) are log-transformed

(þ1) to correct for skewed values, and for the variable sm idonationi;t , we
replace values less than 0 with 0 before we take the logarithm: 2086 real
changes are made, and among these observations, 1677 range from 0 to �1
[-1,0) and 104 range from �1 to �2(-2,-1). Thus, the actual change in this
variable is small.
7 The website of the China economic news database is http://www.bjinfoba

nk.com/indexShow.do?method¼index. More information on this database is
on the following website: http://www.bjinfobank.com/databaseShow/jsp/
dataBaseHK.jsp.
8 We distinguish the situation of the same CEO in different firms.
9 We compare the consistency of news data from two sources (Appendix B).
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excluded when calculating the average of these two peers' charitable
giving variables.10

3.2.5. Firm performance sensitivity
We refer to the previous literature (Cao et al., 2017) and use ΔROA as

the proxy for firm performance sensitivity in our analysis. We also use the
industry-adjusted ΔROA, namely ΔiROA for the robustness test, the above
variables are calculated as follows:

ΔROAi;t ¼ROAi;t � ROAi;t�1 (4)

iROAi;t ¼ROAi;t � mid ind ROAt (5)

ΔiROAi;t ¼ iROAi;t � iROAi;t�1 (6)

Where the variable ROAi;t denotes the ROA of a firm i in year t and the
variable mid ind ROAt denotes the median value of charitable giving for
all firms (except firm i) in the same industry in year t.

3.2.6. Control variables
We introduce a set of control variables to eliminate the possible

confounding effects. The control variables are divided into the charac-
teristics of CEOs and firms. We use five variables to capture the CEO
characteristics: CEO agei;t is the age of a CEO; CEO tenurei;t measures the
number of years that a CEO has served in a listed firm; CEO dualityi;t is a
dummy variable that equals 1 if the CEO also serves as the board chair-
person in the same firm and 0 otherwise, and CEO genderi;t is also a
dummy variable that is equal to 1 if the CEO is woman and 0 otherwise;
because evidence shows that the philanthropic giving decisions and
amount of charitable giving are correlated to political connections (Li
et al., 2008), we add CEOs' political connectionsi;t measure as a control
variable. The firm characteristics measures also have five predetermined
measures: Firm sizei;t is the natural logarithm of the book value of total
assets; Levi;t is the capital structure of a listed firm, calculated as the ratio
of the book value of total debt over the book value of total assets;
Managerial ownershipi;t is the natural logarithm of the management
shareholding; Board sizei;t is the natural logarithm of the total number of
directors on the board, and Board independencei;t is the proportion of
independent directors on board.
3.3. Summary statistics

We present the summary statistics of variables involved in our
empirical analysis in Table 2, including statistics of our main variables,
firm characteristics measures, and CEO characteristics measures. All the
definitions of the variable are summarized in Appendix A. In our sample,
the average age of the CEOs is about 48 years old and 5.7% of them are
female CEOs, the number of female CEOs is small. Besides, we also find
that 22% of Chinese listed company CEOs also serves as the board
chairpersons, which is higher than that of US firms (Cao et al., 2017).

By adjusting for the industry median, the mean value of
Sm idonationi;t is less than that of Sm donationi;t , which in line with our
expectations. The mean value of news (Newsi;t) is more than the mean
value of CEO news (News CEOi;t), indicating that the number of news
related to CEOs is far less than news on listed firms. The difference in
mean values between Peers indi;t and Peers proi;t is small (5.98 and 6.16).
3.4. Regression models for determinants of turnovers

The following model is used in our empirical analysis:
10 Two Peers charitable giving variables are both log-transformed (þ1) to
correct for skewed values.

http://www.bjinfobank.com/indexShow.do?method=index
http://www.bjinfobank.com/indexShow.do?method=index
http://www.bjinfobank.com/indexShow.do?method=index


Table 2
Summary statistics of variables. The sample consists of Chinese listed firms from 2002 to 2018 that have the information required for our analyses. Summary statistics
for firm characteristics, CEO characteristics and board composition are presented.

Variable mean p50 sd min max N

CEO_turnover 0.057 0 0.232 0 1 32979
Sm_donation 1.052 0 1.828 0 7.411 32979
Sm_idonation 1.020 0 1.804 0 7.377 32979
News 3.494 3.664 1.082 0 7.716 32979
News_CEO 0.444 0 0.684 0 5.147 32979
Peers_ind 6.160 6.040 2.020 0 11.904 32979
Peers_pro 5.980 5.970 2.010 0 12.969 32979
ROA 0.030 0.030 0.070 �0.340 0.202 32979
Firm_size 21.842 21.659 1.380 19.081 26.582 32979
Lev 0.456 0.449 0.226 0.051 1.164 32979
Board_size 2.280 2.303 0.190 1.790 2.770 32979
Board_independence 0.360 0.333 0.060 0.181 0.570 32979
Managerial_ownership 10.753 11.744 6.991 0 20.106 32979
Political_connections 0.094 0 0.290 0 1 32979
CEO_age 48.245 48 6.750 25 64 32979
CEO_gender 0.057 0 0.230 0 1 32979
CEO_tenure 3.610 3 2.860 1 14 32979
CEO_duality 0.220 0 0.410 0 1 32979
Slack_resources 19.721 19.802 2.066 0 27.071 32923
SOE 0.418 0 0.493 0 1 32979
Sales_expense 17.473 17.793 3.097 0 24.914 32270
Industy_donation 9.767 9.645 2.480 0 15.173 32979
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CEO turnoveri;t ¼ β0 þ β1Sm donationi;t þ Controlsþ Year þ Firmþ CEO
þ ε

(7)

In equation (7), CEO turnoveri;t is a dummy variable that equals 1 if
forced turnover occurred in the firm-year, and 0 otherwise, Sm donationi;t
is the main independent variable of interest, β1is expected to be negative,
Controls is a set of control variables that we have discussed. We address
endogeneity concerns by using three fixed effects specifications. We
include firm fixed effects (Firm), which parse out firm-specific and time-
invariant omitted factors that affect both corporate donations and CEO
forced turnover, and year fixed effect, to capture the time-variant effects
(Year). In addition, we also control for CEO fixed effects to exclude
alternative explanations for the documented turnover patterns, such as
Table 3
Regression analysis for the relationship between charitable giving and CEO turn
charitable donations and CEO forced turnover. The observations in column 1 are sligh
model and no CEO forced turnover occurred in the health industry during the observed
of logistic regression. The observations in column 2 are far less than those in column 3 b
logic of the fixed-effects logit model. We report t-statistics based on heteroscedasti
corresponding regression coefficients. ***, **, and * denote statistical significance at

(1) (2) (3)

Logit model Fixed-effects logit model LPM

Sm_donation �0.052*** (�4.755) �0.049*** (�3.133) �0.015*** (
Sm_idonation
CEO_age �0.008*** (�2.872) �0.003 (�0.833) 0.007 (0.933
CEO_gender �0.187** (�2.249) �0.125 (�1.159)
CEO_tenure �0.470*** (�22.270) �0.436*** (�31.489) �0.053*** (
CEO_duality �0.453*** (�8.248) �0.213*** (�3.097)
Political_connections �0.304*** (�4.018) �0.251*** (�2.681)
ROA �0.001 (�0.508) �0.000 (�0.177) �0.000 (�1
Firm_size 0.130*** (8.435) 0.042 (1.370) 0.009 (1.232
Lev 0.037** (2.396) 0.018* (1.844) 0.003 (1.020
Board_size �0.269*** (�2.590) �0.331* (�1.808) �0.039 (�1
Board_independence 1.027*** (2.875) 1.656*** (3.402) 0.171** (2.2
Managerial_ownership �0.029*** (�11.755) 0.009* (1.737) 0.002** (2.5
Constant �2.187*** (�5.488) �0.185 (�0
Year fixed effects Yes Yes Yes
Industry fixed effects Yes No No
Firm fixed effects No Yes Yes
CEO fixed effects No No Yes
Observations 32957 22318 32979
Adj R2/Pseudo R2 0.125 0.116 0.029
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CEOs' superior ability, CEO's personal relationship with firms' controlling
families, internally promoted CEOs, and other unobservable factors of
CEOs that relate to charitable giving,ε is an error term. In computing the
statistical significance of the estimation, we cluster standard errors by
firm in all the regressions.

4. Empirical results

4.1. Baseline specification

In Table 3, we present the results of regression analysis on the de-
terminants of forced CEO turnover. We use the logistic regression model
in column 1, where year and industry fixed effects are included. The
coefficient of Sm donationi;t is negative and statistically significant at the
over. This table examines the relationship between the mean value of cumulative
tly less than those in column 3 because industry fixed effects are included in the
year. The observations for that industry were omitted due to the operational logic
ecause firms without any CEO forced turnover are omitted due to the operational
city-robust standard errors adjusted for firm clusters in parentheses below the
the 1%, 5%, and 10% levels, respectively.

(4) (5) (6)

Logit model Fixed-effects logit model LPM

�4.417)
�0.052*** (�4.772) �0.046*** (�2.958) �0.014*** (�4.294)

) �0.008*** (�2.863) �0.003 (�0.831) 0.007 (0.933)
�0.187** (�2.247) �0.125 (�1.159)

�7.986) �0.471*** (�22.278) �0.436*** (�31.540) �0.053*** (�7.992)
�0.453*** (�8.243) �0.212*** (�3.089)
�0.305*** (�4.035) �0.251*** (�2.682)

.255) �0.001 (�0.514) �0.000 (�0.177) �0.000 (�1.254)
) 0.131*** (8.410) 0.040 (1.321) 0.009 (1.208)
) 0.037** (2.398) 0.017* (1.835) 0.003 (1.017)
.232) �0.269*** (�2.593) �0.334* (�1.820) �0.039 (�1.239)
51) 1.029*** (2.878) 1.654*** (3.399) 0.171** (2.241)
51) �0.029*** (�11.731) 0.009* (1.746) 0.002** (2.553)
.471) �2.204*** (�5.492) �0.182 (�0.461)

Yes Yes Yes
Yes No No
No Yes Yes
No No Yes
32957 22318 32979
0.125 0.116 0.029



Table 4
The relationship between charitable giving and CEO turnover – restricted model. Panel A is the restricted model of Table 3 without all the control variables, and
the changes in observations in different columns are consistent with Table 3. Panel B is also the restricted model of Table 3 and further removes the fixed effects. The
observations in column 1 are consistent with column 3 after removing the fixed effects of the industry. We report t-statistics based on heteroscedasticity-robust standard
errors adjusted for firm clusters in parentheses below the corresponding regression coefficients. ***, **, and * denote statistical significance at the 1%, 5%, and 10%
levels, respectively.

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

Panel A: Restricted model (without all the control variables)
Sm_donation �0.113*** (�8.699) �0.151*** (�9.702) �0.016*** (�4.691)
Sm_idonation �0.110*** (�8.515) �0.146*** (�9.359) �0.015*** (�4.572)
Constant �1.129*** (�10.083) 0.130*** (36.620) �1.135*** (�10.136) 0.129*** (37.856)
Year fixed effects Yes Yes Yes Yes Yes Yes
Industry fixed effects Yes No No Yes No No
Firm fixed effects No Yes Yes No Yes Yes
CEO fixed effects No No Yes No No Yes
Observations 32957 22318 32979 32957 22318 32979
Adj R2/Pseudo R2 0.017 0.015 0.022 0.017 0.015 0.022
Panel B: Restricted model (without all the control variables and fixed effects)
Sm_donation �0.082*** (�7.026) �0.148*** (�9.630) �0.007*** (�7.860)
Sm_idonation �0.084*** (�7.077) �0.143*** (�9.254) �0.008*** (�7.956)
Constant �1.974*** (�88.238) 0.122*** (51.683) �1.975*** (�88.906) 0.122*** (52.028)
Year fixed effects No No No No No No
Industry fixed effects No No No No No No
Firm fixed effects No Yes No No Yes No
CEO fixed effects No No No No No No
Observations 32979 22318 32979 32979 22318 32979
Adj R2/Pseudo R2 0.003 0.007 0.002 0.003 0.006 0.002
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1% level. In column 2, we control firm fixed effects in the model instead
of the industry fixed effect, which rules out the interference from firms
and the coefficient of Sm donationi;t is also negative and statistically
significant at the 1% level. We further use a linear probability model
(LPM) to tacker potential sample bias issues caused by previous models.
According to Bernard and Jensen (2004) and Albornoz et al. (2012), the
benefit of using an LPM is that CEO fixed effects can be further controlled
to overcome the endogeneity from a CEO, which cannot be performed
with a probit model or logit model. The well-known drawback of using an
LPM is that there is no justification for why the relation is linear. How-
ever, the literature has shown extensively that the average marginal ef-
fects from the probit estimates are usually very close to the linear
estimates (e.g., Wooldridge, 2002; Angrist and Pischke, 2009). The
model also includes year and firm fixed effects. As column 3 shows, the
coefficient of Sm donationi;t is 0.015, and it negative and statistically
significant at the 1% level, suggesting that the variable Sm donationi;t
increases by one unit, the probability that the CEO is forced turnover is
reduced by 0.015. After considering a variety of endogenous factors, our
results are still robust. Columns 4, 5, and 6 are also provided for the
robustness test, where we use alternative CEO's reputation measure
(Sm idonationi;t) as the dependent variable, and the findings are
consistent.

In addition, most of the coefficients of the control variables have the
expected signs and are significant: CEO dualityi;t , CEO tenurei;t , and
political connectionsi;t are negative and statistically significant, and
Board independencei;t is positive and statistically significant. All of them
are in line with our expectations and consistent with the literature.

We also show the regressions’ results for a restricted model for our
baseline specification (without all the control variables). Table 4 show
the results of the restricted model with and without fixed effects of
Table 3. All the key independent variables had the expected signs and
significant effects which further confirms our main findings remain
robust.
4.2. Endogeneity

4.2.1. PSM method
Our concern over endogeneity is whether the decision to donate is

related to different aspects of firms. For example, firms that actively
donate to charity tend to perform better than those that do not. Thus,
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what is effective may be the corporate characteristics hidden behind
charitable donations. Because these factors may change over time, which
is insufficient to include only the firm fixed effects in the regression. We
use PSM to further address the endogeneity issue.

We start by estimating each firm's propensity to engage in charitable
contributions by using firm and industry characteristics in a consolidated
sample, and we use the nearest neighbormatching approach, specifically,
for each firm in the treatment sample (i.e., firms engaged in charitable
contributions), we identify one control firm with the most similar pro-
pensity score that does not engage in charitable contributions; otherwise,
the firm is dropped from the matching process. As a result, the likelihood
of engaging in charitable contributions is the same in the treatment and
control samples. We then obtain the propensity score for charitable
donation by regressing the charitable giving choice dummy against a set
of control variables, including slack resources, ROA, firm size, firm age,
leverage, government ownership (SOE), sales expense, industry level of
giving, industry and year fixed effects, by following literature (e.g., Wang
et al., 2008). The regression specification is as follows:

Pr
�
yi;t ¼ 1

�¼Λðai þ βccontroli;t þYearþ IndustryÞ (8)

Pr
�
yi;t ¼ 1

�¼ ew
� ðew þ 1Þ (9)

The final matched sample satisfies the common support assumption
that the matched samples are balanced. To validate our sample con-
struction, we conduct univariate tests to compare the firm and CEO
characteristics between the treatment sample and the control sample. As
shown in Table 5, the firm characteristics are insignificantly different
between the matched treated group and the untreated group. Although
the CEO characteristics and management characteristics show some
differences, we control for these variables in the regression. In our
sample, 1863 listed firms had never made a charitable donation during
the observation year, and 1641 listed firms had made charitable dona-
tions. Finally, the matched sample consists of 9602 firm-year
observations.

The regression results using the matched sample confirm the negative
impact of the CEO's private reputation on managerial turnover. In
Table 6, the coefficient of Sm donationi;t and Sm idonationi;t are negative



Table 5
Comparison of related variables before and after PSM. This table examines the difference between variables before and after PSM. Statistical significance at the 1%,
5%, and 10% levels corresponds to t values of 2.58, 1.96, and 1.64, respectively, and % bias less than 5 satisfies the balance test assumption.

Unmatched Mean %reduct t-test

Variable Matched Treated Control %bias |bias| t p>|t|

Panel A: Variables for PSM
Slack resources U 19.86 19.65 9.700 8.710 0

M 19.86 19.90 �2 79.50 �1.030 0.304
ROA U 0.035 0.032 4.700 3.450 0.001

M 0.035 0.036 �0.600 88 �0.360 0.716
Firm_size U 22.14 21.66 33.30 27.66 0

M 22.14 22.15 �1.200 96.40 �0.660 0.509
Firm_age U 12.02 14.41 �39.20 �30 0

M 12.02 11.98 0.700 98.30 0.400 0.687
Lev U 0.502 0.448 24.80 18.01 0

M 0.502 0.501 0.700 97 0.460 0.648
SOE U 0.563 0.387 35.60 27.20 0

M 0.563 0.558 1 97.10 0.600 0.549
Sales_expense U 17.69 17.32 11.50 9.090 0

M 17.69 17.69 �0.100 99.20 �0.050 0.959
Industry_donation U 685.4 544.2 15.40 12.70 0

M 685.4 664.7 2.300 85.30 1.220 0.223
Panel B: Control variables of the model
CEO_age U 47.26 48.16 �13.20 �10.10 0

M 47.26 48.22 �14.10 �6.600 �8.540 0
CEO_gender U 0.047 0.059 �5 �3.670 0

M 0.047 0.053 �2.400 52.70 �1.440 0.149
CEO_tenure U 3.399 3.608 �7.400 �5.540 0

M 3.399 3.504 �3.700 50.10 �2.260 0.024
CEO_duality U 0.118 0.231 �30.10 �21.16 0

M 0.118 0.187 �18.20 39.50 �11.37 0
Political connections U 0.059 0.092 �12.60 �9.020 0

M 0.059 0.086 �10.20 19.10 �6.200 0
Board size U 2.338 2.262 39.90 30.94 0

M 2.338 2.296 21.70 45.60 12.61 0
Board independence U 0.321 0.351 �29.50 �24.38 0

M 0.321 0.341 �19.50 34 �10.85 0
Managerial_ownership U 9.623 10.90 �19.10 �13.83 0

M 9.623 10.08 �6.900 64.20 �4.030 0

Table 6
Regression analysis for the relationship between charitable giving and CEO
turnover by PSM methodology. This table examines the relationship between
Sm donationi;t , Sm idonationi;t and CEO forced turnover using the matched sam-
ple. The observations in both columns are slightly less than 9602, for the same
reason that applies to Table 3 column 1. Because industry fixed effects are
included in the model and no CEO forced turnover occurred in the health in-
dustry during the observed year, the observations for that industry were removed
due to the operational logic of logistic regression. We report t-statistics based on
heteroscedasticity-robust standard errors adjusted for firm clusters in parenthe-
ses below the corresponding regression coefficients. ***, **, and * denote sta-
tistical significance at the 1%, 5%, and 10% levels, respectively.

(1) (2)

Logit model Logit model

Sm_donation �0.041*** (�2.591)
Sm_idonation �0.036** (�2.312)
CEO_age �0.012** (�2.202) �0.012** (�2.189)
CEO_gender �0.141 (�0.901) �0.142 (�0.914)
CEO_tenure �0.657*** (�13.258) �0.657*** (�13.265)
CEO_duality �0.397*** (�3.417) �0.397*** (�3.417)
Political_connections �0.285* (�1.864) �0.288* (�1.872)
ROA �0.907*** (�2.925) �0.912*** (�2.923)
Firm_size 0.151*** (5.279) 0.148*** (5.172)
Lev 0.293*** (3.301) 0.293*** (3.291)
Board_size 0.033 (0.182) 0.031 (0.172)
Board_independence 1.675*** (2.871) 1.666*** (2.854)
Managerial_ownership �0.021*** (�4.133) �0.021*** (�4.152)
Constant �3.315*** (�4.741) �3.267*** (�4.663)
Year fixed effects Yes Yes
Industry fixed effects Yes Yes
Observations 9577 9577
Pseudo R2 0.145 0.145
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and statistically significant at the 1% and 5% level. The results show that
our findings are robust.11

4.2.2. Instrumental variable analysis
We conduct an instrumental variable approach to further address the

endogeneity concerns. We identify an exogenous source of variation in
the demand for corporate donations. A classic insight of institutional
theory is that the organizations chase their peers for cues to appropriate
behavior (DiMaggio and Powell, 1983). Marquis and Tilcsik (2016)
theorize that “the existence of institutional equivalents—other organi-
zations at the same intersection of different fields, such as the same in-
dustry and the same community—provides a clear and well-defined
reference category for firms and thus shapes which subset of peers the
focal organization imitates most closely.” (pp. 1325). In all types of
corporate behavior, corporate philanthropy is an activity that any firm
might engage in. Marquis and Tilcsik (2016) find that institutional
equivalents are the primary reference group for a firm when making
decisions on philanthropic donation. Therefore, the philanthropic con-
tributions of institutional equivalents have a subsequent influence on a
firm's contributions. Next, we calculate the average corporate philan-
thropic contributions of institutional equivalents of the focal firm for
each year. The lagged average corporate philanthropic contributions of
institutional equivalents ðDonation institutional equivalentsi;j�1) is our
instrumental variable of the corporate donation of the focal firm, there-
fore, our instrumental variable fulfills the selection standard on relevance
restriction. Unlike the impact on the supply of corporate donations (on
the corporate side), impact on the demand (on the charity side) is
11 We also use the probit model as a robustness test in Appendix B.



Table 7
Instrumental variables regression. This table reports the results from the IV
regression determining the effect of CEO's private reputation on CEO forced
turnover. Column 1 summarizes the first-stage result based on the ordinary least
squares regression model. We do not report the result of the first stage of the
probit model with endogenous regressors for brevity. We report t-statistics based
on heteroscedasticity-robust standard errors adjusted for firm clusters in paren-
theses below the corresponding regression coefficients. The F-statistic in column
1 is for the test of the null hypothesis that the coefficient estimates for the IV are
zero. The observations in Table 7 are less than 32979 due to the lag of the
instrumental variables, and there are quite a few firms that do not have insti-
tutional equivalents, so the observations are smaller. The observations in column
3 are slightly less than those in column 2. Because industry fixed effects are
included in the model and no CEO forced turnover occurred in the health in-
dustry during the observed year, the observations for that industry were removed
due to the operational logic of probit regression. ***, **, and * denote statistical
significance at the 1%, 5%, and 10% levels, respectively.

(1) (2) (3)

2SLS 2SLS Probit model

First-stage
Sm_donation

Second-stage
CEO forced
turnover

Second-stage
CEO forced
turnover

Dependent variable:

Sm_donation_iv 0.172***
(15.98)

Sm_donation �0.018***
(�3.909)

�0.144***
(�3.976)

CEO_age �0.002
(�1.264)

0.000* (1.792) 0.004* (1.849)

CEO_gender �0.048
(�1.082)

�0.004 (�0.664) �0.034 (�0.537)

CEO_tenure 0.092***
(23.943)

�0.003***
(�4.697)

�0.034***
(�4.796)

CEO_duality �0.008
(�0.332)

�0.013***
(�3.456)

�0.133***
(�3.585)

Political_connections 0.136** (3.835) �0.010**
(�2.162)

�0.128**
(�2.379)

ROA �0.000
(�0.542)

�0.000**
(�1.983)

�0.005 (�0.376)
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unlikely to be correlated with omitted factors at the donating firm that
affects CEO forced turnover, so our instrumental variable fulfills the se-
lection standard on the exclusion restriction.

According to the literature (e.g., Marquis and Tilcsik, 2016), two
firms are institutional equivalents if they operate in the same industry
and are headquartered in the same geographic community—that is if
they are industry peers that are also local geographic peers. We define the
industry peers of a firm as the firms with the same first digit of SIC code as
the focal firm. One exception is that for manufacturing firms, we define
industry peers according to the first two-digit CSRC code. Consistent with
this method, we define the community peers of a firm as the listed firms
headquartered in the same province as the focal firm. Finally, we use the
mean value of cumulative charitable donations of institutional equiva-
lents during the tenure of the CEO, as the instrumental variable for
variable Sm donationi;t . Sm donation ivi;t is calculated as follows12

Sm donation ivi;t ¼
Xt

j�1

Donation institutional equivalentsi;j�1∕t (10)

where i denotes CEO's ID, t represents the t-th year of the CEO's tenure,
and Donation institutional equivalentsi;j�1 denotes the mean value of the
institutional equivalents of the focal firm in which CEO i takes office in
the year j-1. We use Sm Donation ivi;t as the instrumental variable of
Sm donationi;t and re-estimate the CEO forced turnover regression model.
The results are shown in Table 7, the first-stage result shown in column 1
suggests a strong correlation between Sm donationi;t and
Sm donation ivi;t . The F-statistic is 225.359 for the test of the null hy-
pothesis that the coefficient estimate for the instrumental variable equals
zero, exceeding the cutoff for the weak instrument test. More impor-
tantly, the second-stage result reported in column 2 further confirms the
negative link between Sm donationi;t and CEO forced turnover. The
finding suggests that the probability of CEO forced turnover exogenously
decreases as the corporate donations increase, moreover, the result from
probit regression presented in column 3 shows consistency.
Firm_size 0.583***
(55.562)

0.014*** (4.322) 0.110*** (4.281)

Lev 0.042***
(8.097)

0.004** (2.392) 0.020*** (3.403)

Board_size 0.549***
(8.217)

�0.013 (�1.305) �0.134 (�1.495)

Board_independence 2.024***
(9.523)

0.102*** (3.113) 0.875*** (3.029)

Managerial_ownership 0.008***
(5.307)

�0.002***
(�6.173)

�0.013***
(�6.342)

Constant �0.251***
(�3.417)

�3.998***
(�6.942)

Year fixed effects Yes Yes Yes
Industry fixed effects Yes Yes Yes
Observations 26180 26180 26162
Adj R2/Pseudo R2 0.337 0.005 /
F-statistic 255.359 / /
4.3. The moderating effect of media exposure

We examine how our results vary with the degree of media exposure
of the firm and CEO. The relationship is examined by including inter-
action terms between the variable Sm donationi;t and media exposure in
the LPMmodel. In Table 8, the measure of media exposure in column 1 is
defined as the number of relevant news items per firm per year, and the
news data are from the CSMAR.13 The CEO media exposure in column 2
is the search result based on the different keywords (firm name and CEO
name) using the China economic news database. The regression results
confirm that media exposure strengthens the negative charitable dona-
tions–turnover relationship. We find that the coefficients of both the
interaction terms are negative and statistically significant at the 5% level
in columns 1 and 2. The above results are consistent with our expecta-
tions. Higher media exposure of a firm and its CEO strengthens the
negative correlation between charitable donations and the CEO's forced
turnover, which supports Hypothesis 2. Notably, the regression results
also confirm the positive impact of media exposure on managerial
turnover. We find that the coefficient of Newsi;t is positive and statisti-
cally significant at the 1% level. This finding indicates that, except for the
moderating effect, media exposure increases the probability of CEO
forced turnover, which is consistent with the literature that the media
monitors listed firms and provides support for individual corporate
12 We take the log-transformation (þ1) of this variable to correct for skewed
values.
13 We also use the variables of media exposure which are the search results
based on keywords (full name or short name of listed firms) using the China
economic news database to verify the robustness of our results, the details are
presented in Appendix B.
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governance (Burke et al., 2021).
4.4. The moderating effect of donations from peers in the same industry or
province

We investigate how our results vary with the level of philanthropic
contributions among peers within the same industry or province. We
include interaction terms between Sm donationi;t and donation from
peers in our baseline model—LPM. As shown in Table 8, the coefficient of
Sm donationi;t � Peers indi;t is positive and statistically significant at the
1% level in column 3, indicating that corporate donation from peers in
the same industry weakens the negative charitable donations–turnover
relationship. In column 4, the coefficient of Sm donationi;t � Peers proi;t is
also positive and statistically significant at the 1% level, indicating that
corporate donation from peers in the same geographic community



Table 8
Regression analysis for the moderating effect of media exposure and
donation from peers. This table examines the moderating effect of media
exposure and donation from peers. We report t-statistics based on
heteroscedasticity-robust standard errors adjusted for firm clusters in parenthe-
ses below the corresponding regression coefficients. ***, **, and * denote sta-
tistical significance at the 1%, 5%, and 10% levels, respectively.

(1) (2) (3) (4)

LPM LPM LPM LPM

Sm_donation �0.005
(�0.894)

�0.013***
(�4.410)

�0.029***
(�4.780)

�0.029***
(�4.590)

Sm_donation� News �0.003**
(�2.206)

News 0.025***
(8.707)

Sm_donation�
News_CEO

�0.003**
(�2.008)

News_CEO 0.007
(1.417)

Sm_donation�
Peers_ind

0.002***
(2.767)

Peers_ind �0.003
(�1.573)

Sm_donation�
Peers_pro

0.002***
(2.623)

Peers_pro �0.004*
(�1.852)

CEO_age 0.001
(0.418)

0.001
(0.277)

0.007
(1.002)

0.007
(0.968)

CEO_tenure �0.022***
(-10.425)

�0.022***
(-10.016)

�0.053***
(-7.968)

�0.053***
(-7.949)

ROA �0.000
(�1.330)

�0.000
(�1.502)

�0.000
(�1.261)

�0.000
(�1.247)

Firm_size 0.006
(1.086)

0.011**
(1.985)

0.009
(1.217)

0.008
(1.179)

Lev 0.003
(1.079)

0.003
(1.322)

0.003
(1.011)

0.003
(1.019)

Board_size �0.029
(�1.025)

�0.034
(�1.300)

�0.039
(�1.217)

�0.040
(�1.258)

Board_independence 0.181**
(2.517)

0.181***
(2.711)

0.172**
(2.258)

0.171**
(2.250)

Managerial_ownership 0.001
(1.235)

0.001
(1.201)

0.002**
(2.574)

0.002**
(2.572)

Constant �0.049
(�0.339)

�0.059
(�0.388)

�0.188
(�0.477)

�0.165
(�0.420)

Year fixed effects Yes Yes Yes Yes
Firm fixed effects Yes Yes Yes Yes
CEO fixed effects Yes Yes Yes Yes
Observations 32979 32979 32979 32979
Adj R2 0.118 0.115 0.030 0.030

Table 9
Regression analysis for the moderating effect of different CEO features. This
table examines the moderating effect of different CEO features. We report t-sta-
tistics based on heteroscedasticity-robust standard errors adjusted for firm clus-
ters in parentheses below the corresponding regression coefficients. ***, **, and
* denote statistical significance at the 1%, 5%, and 10% levels, respectively.

(1) (2) (3) (4)

LPM LPM LPM LPM

Sm_donation �0.116***
(�5.960)

�0.033***
(�7.963)

�0.017***
(�4.649)

�0.016***
(�4.618)

Sm_donation�
CEO_age

0.002***
(5.274)

Sm_donation�
CEO_tenure

0.004***
(8.122)

Sm_donation�
CEO_duality

0.010*
(1.942)

Sm_donation�
CEO_gender

0.022**
(2.288)

CEO_age 0.006
(0.823)

0.009
(1.208)

0.007
(0.943)

0.007
(0.942)

CEO_tenure �0.054***
(�7.908)

�0.060***
(�8.735)

�0.053***
(�7.947)

�0.053***
(�7.993)

ROA �0.000
(�1.290)

�0.000
(�1.316)

�0.000
(�1.254)

�0.000
(�1.254)

Firm_size 0.009
(1.212)

0.006
(0.805)

0.008
(1.179)

0.009
(1.205)

Lev 0.003
(1.022)

0.002
(0.977)

0.003
(1.012)

0.003
(1.015)

Board_size �0.039
(�1.221)

�0.037
(�1.174)

�0.037
(�1.184)

�0.040
(�1.272)

Board_independence 0.174**
(2.287)

0.183**
(2.396)

0.168**
(2.211)

0.169**
(2.221)

Managerial_ownership 0.002**
(2.508)

0.002**
(2.548)

0.002**
(2.532)

0.002**
(2.562)

Constant �0.143
(�0.361)

�0.205
(�0.516)

�0.183
(�0.465)

�0.180
(�0.458)

Year fixed effects Yes Yes Yes Yes
Firm fixed effects Yes Yes Yes Yes
CEO fixed effects Yes Yes Yes Yes
Observations 32979 32979 32979 32979
Adj R2 0.032 0.033 0.030 0.030
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weakens the negative charitable donations–turnover relationship. These
results support Hypothesis 3.
4.5. The moderating effect of the heterogeneity of the CEO characteristics

We then explore the heterogeneity of CEO characteristics by inves-
tigating the relationship between CEO personal reputation and forced
turnover across different features at the CEO level, including CEO age,
tenure, duality, and gender. As shown in Table 9, the coefficients of all
the interactive items are positive and statistically significant at the 1%
level (except Sm donationi;t � CEO dualityi;t , marginally significant),
indicating that all the variables assessed (CEO age, tenure, duality, and
gender) weaken the negative charitable donations–turnover relationship.
The results are in line with our expectations. Since stakeholders have
higher expectations of social responsibility for CEOs who are older,
longer-term, more powerful, and female,14 the threshold for establishing
a personal reputation through charity is higher. As a result, given a
14 Female CEOs are more compassionate and invest more in charitable dona-
tions (Borghesi et al., 2014), so the expectations of stakeholders are higher.
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particular amount of corporate donation, CEOs who are older, longer-
term, more powerful, and female will receive less personal reputation.

4.6. CEOs’ private reputations and negative turnover-performance
sensitivity relationship

In Table 10, we investigate whether the CEO's reputation weakens the
negative turnover-performance sensitivity relationship in the LPM
model. First, we test the negative relationship between performance
sensitivity and CEO forced turnover in columns 1 and 2. The coefficient
of ΔROAit is not statistically significant,15 but the coefficient of ΔiROAit is
negative and statistically significant at the 5% level. The results suggest
that when deciding whether to fire the CEO, the company refers to in-
dustry performance instead of ROA alone. This result confirms the
negative impact of financial performance sensitivity on forced manage-
rial turnover. Second, we test whether a CEO's personal reputation
established through corporate donations can weaken the negative turn-
over–performance sensitivity relationship. In columns 3 and 4, we
include interaction terms between Sm donationi;t and ΔiROAit in the
model, and we use interaction terms between Sm idonationi;t and ΔiROAit

as a robust test. We observe that the coefficients of interaction terms are
both positive and statistically significant at the 1% level in columns 3 and
4, which supports Hypothesis 4: CEOs' private reputations weaken the
15 This result is different from Cao et al. (2017). A possible reason for the
discrepancy is that, following Cao et al. (2017), we control for the fixed effects
of the firm and year, but we also control the fixed effects of the CEO. Another
reason is that the samples are different in several dimensions.



Table 10
Regression analysis for the moderating effect of CEOs’ private reputations
on the negative turnover-performance sensitivity relationship. This table
examines the moderating effect of the CEO's reputation on the negative turnover-
performance sensitivity relationship. In column 1, observations are less than
32979 due to the calculation method for ΔROAi;t . The observations of the
remaining columns are less than column 1 because the missing ROA of companies
in the same industry causes more missing iROA observations. We report t-sta-
tistics based on heteroscedasticity-robust standard errors adjusted for firm clus-
ters in parentheses below the corresponding regression coefficients. ***, **, and
* denote statistical significance at the 1%, 5%, and 10% levels, respectively.

(1) (2) (3) (4)

LPM LPM LPM LPM

Sm_donation �0.017***
(�4.562)

�0.018***
(�4.721)

�0.018***
(�4.719)

Sm_idonation �0.017***
(�4.502)

ΔROA �0.000
(�1.043)

ΔiROA �0.000**
(�2.441)

�0.000**
(�2.482)

�0.000**
(�2.473)

Sm_donation� ΔROA 0.002***
(6.901)

Sm_idonation�
ΔiROA

0.002***
(7.065)

CEO_age 0.002
(0.267)

�0.003
(�0.312)

�0.003
(�0.310)

�0.003
(�0.311)

CEO_tenure �0.057***
(�7.732)

�0.047***
(�6.461)

�0.047***
(�6.458)

�0.047***
(�6.460)

Firm_size 0.005
(0.672)

0.007
(0.902)

0.008
(0.931)

0.007
(0.901)

Lev 0.002
(0.743)

0.001
(0.571)

0.001
(0.570)

0.001
(0.568)

Board_size �0.048
(�1.402)

�0.050
(�1.453)

�0.050
(�1.454)

�0.050
(�1.47)

Board_independence 0.146*
(1.782)

0.153*
(1.811)

0.154*
(1.810)

0.152*
(1.808)

Managerial_ownership 0.002***
(2.592)

0.002*
(1.697)

0.002*
(1.711)

0.002*
(1.708)

Constant 0.168
(0.348)

0.342
(0.712)

0.334
(0.696)

0.339
(0.705)

Year fixed effects Yes Yes Yes Yes
Firm fixed effects Yes Yes Yes Yes
CEO fixed effects Yes Yes Yes Yes
Observations 30266 27359 27359 27359
Adj R2 0.029 0.014 0.014 0.013

Table 11
Changes in post-turnover performance. This table presents the changes and
adjusted changes in the post-turnover performance of China's listed firms. The
significance of mean changes is tested using the mean-comparison tests. ***, **,
and * denote statistical significance at the 1%, 5%, and 10% levels, respectively.

The difference of firm performance between
different periods

(1) (2) (3)

T-(Tþ1) T-(Tþ2) T-(Tþ3)

Mean changes in stock_return 0.089 0.209** 0.169**
t-value 1.017 2.176 2.132
Mean changes in ad_stock_return 0.017 0.153* 0.078*
t-value 0.294 1.913 1.714
Mean changes in ROA 0.015* 0.026** 0.020**
t-value 1.710 2.281 3.010
Mean changes in ad_ROA 0.010 0.029** 0.022**
t-value 1.225 2.190 2.184
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negative turnover-performance sensitivity relationship.

4.7. Transmission channels of CEOs’ private reputations

In this section, we verify the mechanism through which donations
reduce the probability of CEO forced turnover. Forced CEO turnover
sends a negative signal about a company, which has a negative correla-
tion with company performance (Friedl and Resebo, 2010), and CEOs
with more private reputations have a higher profile to stakeholders. Such
reputation can be a valuable resource for a corporation. Therefore, firing
these CEOs may lead to more costs. To verify that firing high private
reputations CEOs leads to more costs, we present the mean post-turnover
changes in stock return/ROA and control-group adjusted stock return/-
ROA and in Table 11.
16 First, we delete firms that had never had a CEO forced turnover during the
observation year because we only need to compare whether there is a difference
in the change of performance between a company that fires a CEO with private
reputations and without private reputations; thus, we do not need firms that
never had a CEO forced turnover during the observation year. Second, we delete
firms that have multiple CEO changes in the observed year (CEO changes only
include forced turnover), because multiple CEO changes can interfere with the
performance of a firm at different stages, making it difficult to detect the impact
of a single forced turnover.
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Before exploring the mean post-turnover change in firms’ perfor-
mance, we conduct the necessary screening of the sample.16 Next, for any
given firm that fires a CEO with private reputations (which means a CEO
involved in corporate donations), we will find a matched firm, and this
firm must fulfill the following conditions: (1) the matched firm is in the
same industry as the given firm; (2) the matched firm fires a CEO without
private reputations during the observation year17; and (3) in the year of
the CEO forced turnover, the difference in the stock return/ROA between
the given firm and matched firm is less than 20%. Control-group adjusted
stock return/ROA in year T is measured by the stock return/ROA of the
given firm in year T less the stock return/ROA of the matched firm in year
T. The specific calculation formula is as follows:

adjusted stock returni;T ¼ stock returni;T � stock returnj;T (11)

adjusted ROAi;T ¼ROAi;T � ROAj;T (12)

where i represents the given firm (CEO with private reputations), j rep-
resents the matched firm (CEO without private reputations), T denotes
the year in which the forced turnover occurs, and the year T of the given
firm may not the same year as the year T of the matched firm.18 This
measure excludes the performance change due to the factor of a CEO's
forced turnover; therefore, we can isolate the role of a CEO's personal
reputation established through corporate donations.

As shown in Table 11, column 1 reports the post-turnover mean
changes in performance, which is given by the difference in stock
returns/ROA and control-group adjusted stock return/ROA between the
year T þ 1 and year T. The change is not significantly in the stock return,
which indicates that one year after the CEO with a personal reputation
was involved in a forced turnover, stock returns did not change signifi-
cantly. The changes are not significant in the control-group adjusted
stock return, which indicates that one year after the CEO with a personal
reputation was involved in a forced turnover, the decline in stock returns
is not significantly greater than the decline in the matched firm. The
change is marginal significantly positive at the 10% level in ROA and, the
change is not significantly in control-group adjusted ROA, indicating that
one year after the CEO with a personal reputation was involved in a
forced turnover, there is a marginal decrease in ROA, but the decline in
ROA is not significantly greater than the decline in the matched firm. In
summary, for any given firm that fires a CEOwith private reputations, the
17 CEO without private reputations means the CEO has never made charitable
donations during his tenure.
18 The CEO of the given firm may be fired in 2003, and the CEO of match firm
may be fired in 2005, but we define that they both occur in the year T; although
firms have different time trends in the year T, the timing of CEOs forced turn-
over is subject to random distribution; thus, the time trend will not affect our
results.
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decline in performance is not significantly greater than the decline in
matched firms in the short term.

Column 2 reports the post-turnover mean changes in performance
between the year Tþ 2 and year T. The change is significantly positive at
the 5% level in stock_return and ROA, which indicates that two years after
the CEO with personal reputation was involved in a forced turnover,
there is a significant decrease in performance. Furthermore, the change is
significantly positive at the 5% level in control-group adjusted ROA and
marginal significantly positive at the 10% level in control-group adjusted
stock_return, indicating that two years after the CEO with personal
reputation was involved in a forced turnover, the decline in firm per-
formance is greater than the decline in the matched firm, which confirms
our expectations.

The results of column 3 are similar to the results shown in column 2.
There is a significant decrease in performance after a CEOwith a personal
reputation was involved in a forced turnover, and for any given firm that
fires a CEO with private reputations, the decline in firm performance is
significantly greater than the decline in the matched firm, indicating that
the extra costs for firing CEOs with private reputations become apparent
in the long run.19

5. Conclusions and implications

With the rapid development of both traditional and online self-media
in recent years, corporate managers' use of charity to gain personal
reputation has become very convenient. Such reputation has the poten-
tial to negatively impact corporate governance. We provide insight into
this issue by investigating whether a CEO's reputation established
through corporate donations has adverse effects on their forced turnover.
Using a sample of 3504 Chinese listed companies from 2002 to 2018, we
find that the CEO's reputation built through corporate donations reduces
the probability of their forced turnover. This effect is stronger when a
firm/CEO has more media exposure but weaker when a firm's peer
companies donate more. We also find that different features at the CEO
level can also affect the relationship between charitable donations and
CEO turnover. Further analysis suggests that the CEO's reputation also
19 To mitigate the issues that our sub-sample might not be a randomly selected
sample of the population, we apply Heckman's two-step selection model for
robustness test, the results are presented in Appendix B.
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alleviates the negative turnover-performance sensitivity relationship. By
exploring the transmission channels, we find that the reputations of top
managers can increase their entrenchment by improving the dismissal
cost. The firing costs are the main concern that prevents firms from firing
a CEO with a high reputation.

The findings of this paper also have practical implications. First, firms
should weaken the role of CEOs in charitable giving, because of the
adverse effect of CEOs' private reputations on managerial monitoring
mechanisms. Strategically, firms can consider establishing independent
foundations, in part, to insulate CEOs from foundation allocation de-
cisions. Second, the adverse role of reputation in business management is
highlighted, which is usually ignored. The shareholders should be aware
of the charitable behavior of CEOs which may harm their wealth. Policy
makers should regulate the related activities so that to protect the
stakeholders and keep the development of economy stable from a long-
term perspective. Our paper provides insights into these negative ef-
fects of personal reputation also motivates further research to explore the
role of reputation in the different aspects of corporate economic life.

Declaration of competing interest

The authors declare that they have no known competing financial
interests or personal relationships that could have appeared to influence
the work reported in this paper.

Acknowledgments

The authors would like to show sincerely thanks to the editor, Sus-
hanta Mallick, and the anonymous referees who provided constructive
and valuable comments to this article. This paper also benefited a lot
from those who provided insightful suggestions on the conference of
“The Opportunities and Challenges of China's Economy and Financial
Markets” at Jiangxi University of Finance and Economics. This paper is
funded by Chinese National Funding of Social Science (Grant No.:
20CJY046) and Scientific Research Project Funding of East China Uni-
versity of Political Science and Law.
Appendix A
Table A0
Variable definitions and data source

Variable Definition Data Source
CEO_turnover
 A dummy variable equal to 1 if the CEO forced turnover occurs in the current year and 0 otherwise.
 CSMAR

Sm_donation
 Average cumulative charitable giving during the CEO's tenure,

sm donationi;t ¼
Pt

j¼1
donationij∕t

i represents CEO ID, t represents the t-th year of the CEO's tenure, j is index of summation, j¼ 1,2,3,…,t, We log-transformed
(þ1) the variable to correct for skewed values.
CSMAR and manual
collection
Sm_idonation
 Industry-adjusted average cumulative charitable giving during the CEO's tenure,
idonationi;t ¼ donationit �mid ind donationi;t

sm idonationi;t ¼
Pt

j
idonationij∕t

i represents CEO ID, t represents the t-th year of the CEO's tenure, j is index of summation, j¼ 1,2,3,…,t, We log-transformed
(þ1) the variable to correct for skewed values.
CSMAR and manual
collection
Donation_institutional_
equivalents
Average corporate philanthropic contributions of institutional equivalents (Two firms are institutional equivalents if they
operate in the same industry and are headquartered in the same geographic community)
CSMAR and manual
collection
Sm_donation_iv
 Instrumental variable for variable Sm donationi;t ,

Sm donation ivi;t ¼ Pt

j�1
Donation institutional equivalentsi;j�1∕t
CSMAR and manual
collection
(continued on next column)
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Table A0 (continued )
Variable
 Definition
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Data Source
where i denotes CEO's ID, t represents the t-th year of the CEO's tenure, and donation institutional equivalentsi;j�1 denotes the
mean value of the institutional equivalents of the focal firm in which CEO i takes office in the year j-1.
News
 Log of total number of the number of relevant news items per company per year
 CSMAR

News_CEO
 Log of total number of the number of relevant news items per CEO per year
 China economic news

database

News_title_f
 Log of total number of the number of relevant news items per company (Retrieve the full name of the firm in the database

with the title option)

China economic news
database
News_title_s
 Log of total number of the number of relevant news items per company (Retrieve the short name of the firm in the database
with the title option)
China economic news
database
News_text_f
 Log of total number of the number of relevant news items per company (Retrieve the full name of the firm in the database
with the full text option)
China economic news
database
News_text_s
 Log of total number of the number of relevant news items per company (Retrieve the short name of the firm in the database
with the full text option)
China economic news
database
Peers_ind
 Log of mean value of the donation from industry peers
 CSMAR

Peers_pro
 Log of mean value of donation from peers in same province
 CSMAR

ROA
 Net income/total assets
 CSMAR

ΔROA
 Annual changes in ROA: ΔROAi;t ¼ ROAit � ROAit�1
 CSMAR

ΔiROA
 Annual changes in iROA: ΔiROAi;t ¼ iROAit � iROAit�1
 CSMAR

Stock_return
 Basic earnings per share
 CSMAR

Firm_size
 Log of firm total assets
 CSMAR

Lev
 Total debt/total assets
 CSMAR

Board_size
 Log of total number of directors on the board
 CSMAR

Board_independence
 The proportion of independent directors on the board
 CSMAR

Managerial_ownership
 The number of shares held by directors, supervisors and senior executives
 CSMAR

CEO_age
 The age of the incumbent CEOs
 CSMAR

CEO_gender
 The gender of the incumbent CEOs
 CSMAR

CEO_tenure
 The number of years that CEOs have been in their managerial positions
 CSMAR

CEO_duality
 A dummy variable equal to 1 if the CEO is also the chairman of the board and 0 otherwise
 CSMAR

political_connections
 A dummy variable equal to 1 for politically connected CEOs and 0 otherwise.
 CSMAR

Slack resources
 Log of corporate cash in hand
 CSMAR

Firm_age
 The age of the firm (From the time the firm was established)
 CSMAR

SOE
 A dummy variable equal to 1 if the firm is a state-owned enterprise and 0 otherwise
 CSMAR

Sales_expense
 Log of expenses incurred by the company in the sales process
 CSMAR

Industry_donation
 Log of the average annual charitable giving for each industry
 CSMAR

R&D_spend
 Log of the R&D investment of listed companies
 CSMAR
Appendix B

1. Comparison of charitable giving data from different sources

Fig. 1 shows the total amount of annual charitable donations of listed firms from 2002 to 2018. As shown in Fig. 1, the change in total annual
donations from Chinese listed firms over time has been relatively flat, especially in 2007 and 2008; the intersection of data from different sources shows
the consistency of the time trend. However, the charitable donations of listed firms have shown substantial growth and high volatility after 2016; the
main reason for this phenomenon is the implementation of the “Charity Law of the People's Republic of China,” which promotes the standardized
development of Chinese philanthropy, especially to give firms participating in charitable donations a greater degree of preferential taxation. Addi-
tionally, charitable donations require a lot of cash; thus, the fluctuation of charitable donations may be from the adjustment of the capital structure of
the listed firms. Related websites also recorded the rapid growth of corporate charitable donations in 2016, such as:

http://www.gongyishibao.com/html/gongyizixun/12744.html
https://www.sohu.com/a/202692006_497826.

Fig. A1. Total annual donations from Chinese listed firms (2002–2018)..

https://www.sohu.com/a/202692006_497826
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Table A1 reports corporate donation distribution and summary statistics by year, including mean, standard deviation, minimum, maximum, the
number of listed firms participating in charitable donation. From the mean of charitable donations, the amount of charitable donations of listed firms
has maintained an upward trend except for the year 2009, because the Wenchuan earthquake occurred in China and the financial crisis also began to
affect countries worldwide in 2008, however, under the influence of various factors, many listed firms have to participate in charitable donations in this
year; thus, only a small number of firms are capable of making charitable donations in 2009.

From the perspective of the number of firms participating in charitable giving, the number of listed firms participating in charitable giving before
2007 is not significantly lower than that after 2007. After further analysis, we find that 50% of corporate donations were less than 13.6 ten thousand
yuan in all the firms that involved in charitable giving in 2006 and 75% of corporate donations were less than 52.16 ten thousand yuan, that is, many
firms make small charitable donations, and according to the literature, this phenomenon probably results from the government's apportion (Zhang,
2013). With the improvement of related institutions in subsequent years, this phenomenon decreased. In general, the charitable donation data from the
two sources are comparable and consistent.
Table A1

Corporate donation distribution and summary statistics by year. The unit of charitable donation is ten thousand yuan, and the data are raw and have not been
processed.

Year Mean SD Min Max Number of listed firms participating in Number of listed Proportion of listed firms participating in
Table A2
Robustness
table examin
observations
heteroscedas
coefficients.

Sm_donatio
Sm_idonatio
CEO_age
CEO_gender
CEO_tenure
CEO_duality
Political_con
ROA
Firm_size
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Board_size
Board_indep
Managerial_
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Pseudo R2
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2. Robustness tests for Table 6

We also use the probit model as a robustness test for Table 6 and the result in Table A2 shows that our conclusion is robust.
M methodology. This
matched sample. The
rt t-statistics based on
responding regression
ely.

(2)

Probit model

�0.0200** (�2.30)
�0.0056* (�1.94)
�0.0881 (�1.06)
�0.2601*** (�12.83)
�0.2092*** (�3.48)
�0.1437* (�1.73)
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0.0209 (0.20)
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�0.0129*** (�4.48)
�2.0636*** (�5.22)
Yes
Yes
9577
0.1509
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3. Summarized comparison of media exposure between the two databases

In this part, we compare the consistency of news data from two sources (CSMAR and China's economic news database). In China's economic news
database, we retrieve news on each listed firm by the name (full name or short name of the listed firm as the keyword) and choose a retrieval option
(retrieval options including full text or title). Then, we obtain four search results among the news retrieval results in this database: full name/short name
with the full-text search (corresponding variable: News_text_s, News_text_f) and full name/short name with the title search (corresponding variable:
News_title_s, News_title_f). We use the total number of relevant news items per firm to measure the overall media exposure of Chinese listed firms.

Because the variables News_text_s, News_text_f, News_title_s, and News_title_f measure the overall media exposure of Chinese listed firms, they do not
change over time; therefore, we added up the variable News (From CSMAR) per firm, named All_news.20 In Table A3, columns 2 to 6 are summary
statistics and columns 7 to 11 are correlation coefficients. Compared with other variables, the mean value of the variable All_news (6.283) is closest to
the mean value of the variable News_text_s (6.057); the correlation coefficient of the two variables is 0.655, which is highly correlated. Although the
mean values of variable All_news (6.283) and variable News_title_s (4.333) are different, the correlation coefficient is higher, which is 0.695. The variable
All_news is more consistent with the variables News_text_s and News_title_s. These variables are for retrieving the short name of the firm. In general, we
find that the variables of media exposure obtained from different sources have differences but are also comparable and consistent. The number of
observations of News_text_f and News_text_s is slightly less than 32979 because of the missing value. The mean values of News_text_s and News_titlet_s are
greater than the mean values of News_text_f and News_title_f, indicating that when the media mentions listed firms in the news, they often use the short
name of the firm, which is consistent with our experience.
Table A3
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4. Robustness tests for Table 8

In this part, we obtain four variables News_title_s, News_title_f, News_text_s and News_text_f as moderators; the regression results are shown in Table A4,
the regression results confirm that the media scrutiny strengthen the negative charitable donations-turnover relationship, which further supports
Hypothesis 2.
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5. Robustness tests for Table 11

To mitigate the issues that our subsample might not be a randomly selected sample of the population, we apply Heckman's two-step selection model
for the robustness test. Before running the regression, we still conducted the necessary screening of the sample. First, we keep the first turnover CEO if a
company has had multiple CEO changes in observation years. Second, we keep the observations of the turnover CEOs whose tenure is no less than 4
years because corporate performance may be affected by the turnover of the last CEO if the tenure is too short. We keep the observations within 4 years
after CEO turnover (no other CEO changes during this period) to mitigate issues that firms may disguise financial treatment in the short term after CEO
forced turnover. After these treatments, 25990 observations remained in our sample.

Next, we use Heckman's two-step selection model in which the first step is forced/non-forced turnover21 and the second step is the post-turnover
change in firms' performance. In the first stage, the selection equation estimates the likelihood of CEO forced turnover by applying a probit model to the
above sample of firms. The following model is used in our selection equation:

Probability ðCEO turnoveri;tÞ¼ f ðSm donationi;t;ControlsÞ (A1)

CEO turnoveri;t is a dummy variable that equals 1 if forced turnover occurred in the firm-year and 0 otherwise; Sm donationi;t is the mean value of
cumulative charitable donations during the tenure of the CEO. Controls are a set of control variables that are the same as equation (5), including
CEO agei;t , CEO tenurei;t , CEO dualityi;t , CEO genderi;t , political connectionsi;t , Firm sizei;t , Levi;t , Managerial ownershipi;t , Board sizei;t , and
Board independencei;t . We also include industry and year fixed effects.
Table A5
21 Firms that have not changed their CEO during
stage, and the results of the second stage were con
22 Variables Sales_expense and R&D_spend are log-
Probit Estimates from a Heckman First-Stage Sample Se-
lection Model. This table estimates the Heckman first-stage
sample selection model, and t statistics are in parentheses.
Standard errors are clustered at the industry level. *p < 0.10,
**p < 0.05, ***p < 0.01.

First stage Probit model
t
s
tr
he observation years are included in th
istent.
ansformed (þ1) to correct for skewed

16
Dependent variable
 CEO forced turnover
Sm_donation
 �0.0266*** (�3.18)

CEO_age
 �0.0029 (�1.43)

CEO_gender
 �0.1157** (�2.01)

CEO_tenure
 �0.1961*** (�27.46)

CEO_duality
 �0.3214*** (�8.50)

Political_connections
 �0.1597*** (�3.00)

ROA
 �0.0002 (�0.25)

Firm_size
 0.0549*** (4.48)

Lev
 0.0167** (2.44)

Board_size
 �0.1483* (�1.84)

Board_independence
 0.6213** (2.45)

Managerial_ownership
 �0.0048** (�2.36)

Constant
 �1.2413*** (�4.04)

Year fixed effects
 Yes

Industry fixed effects
 Yes

Observations
 25990

Pseudo R2
 0.1277
Table A5 shows the results of the first-stage Heckman selection model. The results from the first-stage analysis were consistent with expectations,
and the results were used in formulating the inverse mills ratio for the multiple regression estimates presented in the second-stage financial performance
model. According to the results, CEO tenurei;t , CEO dualityi;t , CEO genderi;t , and Board independencei;t have a significant impact on the CEO's forced
turnover but do not directly affect the company's performance. We select these variables as exclusion restrictions variables that are not included in the
regression model at the second stage.

In the second equation, the sample is limited to the sample of firms whose CEOs were forced to turn over.

ROAi;t ¼ β0 þ β1after CEO turnoveri;t þ β2CEO reputioni;t þ β3CEO reputioni;t � after CEO turnoveri;t þ Controlsþ Year þ Industryþ ε (A2)

In equation (A2), ROAi;t is the dependent variable, and we also use Stock Returni;t as a robustness test. after CEO turnoveri;t is a dummy variable that
equals 1 if the year in which the CEO is forced to turn over has already happened (including turnover year) and 0 otherwise; CEO reputioni;t is also a
dummy variable that equals 1 if a firm has made charitable donations during the term of the forced turnover CEO and 0 otherwise. Controls are a set of
control variables that include CEO dualityi;t , political connectionsi;t , Firm sizei;t , Levi;t , Sales expensei;t ,R&D spendi;t22 Managerial ownershipi;t , Board sizei;t
and imr (inverse mills ratio). We also include industry and year fixed effects, andε is an error term. The second stage of a Heckman model is an OLS
regression.

Table A6 presents the results from the Heckman model's second-stage estimation using the inverse mills ratio from the probit model in Table A5 to
account for selection bias. Columns 1 and 2 correspond to the models using the two different measures of financial performance—ROAi;t and
Stock Returni;t—as dependent variables.

To verify that firing CEOs with private reputations leads to more costs, the interaction term after CEO turnoveri;t�CEO reputioni;t is the variable that
e non-forced turnover group. We tried to remove these firms in the first

values.
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we are most concerned about. As shown in Table A6, the coefficient of this interaction term showed negative and marginally significant effects on both
measures of financial performance (the t value is �1.88, which is close to the 5% significance level in column 1), which partially supports our ex-
pectations, indicating that firing CEOs with reputation will lead to more costs. The possible reason for the marginal significance is that firms may
disguise financial treatment in the short term after CEO forced turnover. Most of the control variables had the expected signs and significant effects in
Table A6.
Table A6
Estimates for Heckman Second-Stage Financial Performance Models. This table provides estimates for Heckman second-stage financial performance models, and t
statistics are in parentheses. Standard errors are clustered at the industry level. *p < 0.10, **p < 0.05, ***p < 0.01. The observations in column 2 are less than those in
column 2 due to the missing variables of stock return.

Second stage (1) (2)

OLS model

Dependent variable ROA Stock Return

After_CEO_turnover �0.0166 (�1.64) �0.1531*** (�4.87)
CEO_reputation 0.0113 (1.60) �0.0368 (�1.52)
After_CEO_turnover�

CEO_reputation
�0.0237* (�1.88) �0.0671* (�1.69)

CEO_duality �0.0147** (�2.10) 0.0260 (1.23)
political_connections 0.0008 (0.09) 0.0398 (1.60)
Firm_size 0.0025 (0.99) 0.0592*** (7.30)
Lev �0.0528*** (�27.19) �0.0064 (�1.16)
Sales_expense 0.0037*** (3.65) 0.0122*** (3.89)
R&D_spend 0.0006 (1.20) 0.0070*** (4.91)
Board_size 0.0274* (1.84) 0.1250** (2.43)
Managerial_ownership 0.0015*** (3.54) 0.0042*** (2.97)
imr �0.0101* (�1.69) �0.0994*** (�5.62)
Constant �0.1186** (�2.09) �1.2824*** (�6.90)
Year fixed effects Yes Yes
Industry fixed effects Yes Yes
Observations 4578 3157
Adj R2 0.1715 0.1322
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