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Abstract: Studies have found that the level of private listed companies in pharmaceutical industry to fulfill their social responsibilities
is influenced by sector, external constraint and other factors, but to a large extent, it is determined by the its governance structure. Based on
relevant research data from 102 private listed companies in pharmaceutical industry listed by the Shanghai Stock Exchange and the
Shenzhen Stock Exchange from 2012 to 2014, studies analyzed the relationship between corporate governance and social responsibility in
private listed companies in pharmaceutical industry. Further researches have found that enhancing self-discipline, stipulating the proportion
of independent directors, increasing executive compensation and other initiatives conduce to the improvement of the governance structure of
private listed companies and promote the implementation of their social responsibility.
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Introduction

widely questioned by focus on making a profit while defying
corporate responsibility. Since 2006, at least eight major

Since reform and opening-up, private economy in China has

phytotoxicity incidents have occurred in our country. They caused

been boming, becoming one of the most dynamic communities in

the death or serious harm of part of patients and extremely

the national economy. In the process of its development, two

negative social impact. To some extent, this left the regulators in

problems attract increasing attention; the first problem is the

pharmaceutical enterprises in the firing line. This raises an issue

improvement of corporate governance structure, and the

that what kind of social responsibility should pharmaceutical

commitment of corporate social responsibility being the second.

manufacturing enterprises commit as a specific industry?

Due to the relatively high degree of marketing in the

Meanwhile, the close contact between social responsibility and

pharmaceutical industry and less restrictions in administrative

corporate governance has gradually attracted attention of many

access, the growth of private enterprises is very rapid. Focus

scholars in recent years. A sound corporate governance structure

enterprises have emerged in the pharmaceutical economy in only

plays an important role to protect shareholders' equity, strengthen

ten years, such as Joincare Pharmaceutical Group Industry Co.,

government regulation and promote orderly development of the

Ltd. Shanghai Fortune Industrial Co Ltd , Hongtaok, Xiuzheng

market. Therefore, it is of great theoretical and practical

pharmaceutical group, Shandong Buchang Pharmaceuticals Co.,

significance to study and reveal this relationship and standardize

Ltd and many other enterprises; Meanwhile, since the 1990s, with

the governance structure of private listed companies to improve

the deterioration of the ecological environment, resources

the commitment of their social responsibility. Thus, this paper

depletion and the growing problems such as labor protection,

aims at making a clear division of the social responsibility

corporate social responsibility has quickly became the focus which

boundary of private listed companies (such as shareholders,

was relatively forgotten in the social economy before. Particularly

employees, community and environment) to study the relationship

in recent years, some pharmaceutical industries in China have

between corporate governance and corporate social responsibility

developed in a excessive speed, but on the other hand, they are

in pharmaceutical manufacturing industry.
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1. Theoretical foundation and review of the literature
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responsibility comes from the social power he possesses.; Jiang
Wanjun (2010) investigated the social responsibility of private

1.1 Private listed company governance
Private listed companies refer to listed companies actually
controlled by a single natural person or a number of natural
persons. On the respect of Corporate Governance (Corporate
Governance), OECD (Organization for economic cooperation and
development) made a definition in the corporate governance
principle，it is a system for managing and controlling an industrial
and commercial company. And it can be believed that it clearly
stipulates the rights and responsibilities of all participants (such as
the board of directors, managers, shareholders and other
stakeholders).
According to corporate governance theory, there are two
kinds of conflicts of interest; they are the conflict of interest
between the big shareholders and the minority shareholders, as
well as the shareholders and the management. Based on this
consideration, this study suggests that private listed company's
governance includes: ⑴ ownership structure of private listed
companies .The analysis of ownership structure constitutes the
starting point of the study of the governance mechanism in private
listed companies; (2) the basic situation of the actual controller of
the enterprise, which is used to reveal the status of ultimate control
of private listed companies. The author will mainly study the types
of control methods, the control level, channels for enhancing
control power and corresponding violations. (3) Relevant study on
internal governance. It means the situation of separation between
management and shareholders, tenure and internal checks and
balances; (4) Main characteristics of private listed companies
governance.
1.2 Social responsibility
The social responsibility of listed companies, especially
private listed companies are increasingly popular in recent years.
This study considered that the employment size of the modern
enterprise and extent of its impact on the community is far from
classical enterprise. ‘Authority-responsibility model’ believes that
corporate social responsibility comes more from the social power
he possesses. Scholars at home and abroad, such as Raymond
Bauer, Joseph Mcguire, Archie Carol, Hong Bigang, Zhao Hui,
Shen Hongtao and other scholars, they all defined the corporate
social responsibility from different dimensions and perspectives.
Although the expressions and emphases of these scholars are
different, they all pointed out the core of social responsibility that
is the responsibility of the organizations to promote and safeguard
social interests beyond profit. Hong Bigang (2007) divided the
boundary of social responsibility of private listed companies based
on enterprise life cycle theory, it includes three part: boundaries of
law, morality and voluntariness; Zhao Hui (2007) believed that the
social responsibility of private listed companies Should be
followed by the four levels, which are legal responsibility,
economic responsibility, ethical responsibility and charitable
responsibility; Shen Hongtao (2007) believed that corporate social

listed companies by economic indicators (E-series), social
indicators (S-series), natural indicators (N-series) and other
perspectives, and he listed a series of indicators.
This study suggests that the pharmaceutical industry is a
concentrated area of private enterprises, and private listed
companies in pharmaceutical manufacturing have distinct
characteristics from other types of enterprises, such as
diversification

of

capital,

normalization

of

competition,

diversification of formats and so on. Thus, through synthetically
consideration this study suggests that the social responsibility of
private listed companies in pharmaceutical manufacturing refers to
the corresponding obligations undertaken by enterprises in the
pursuit of their own interests at the same time, includes the
responsibilities of the employees (or employees), the responsibility
to consumers, the responsibility for the protection and rational use
of the environment and resources, the social responsibilities of
the community , charitable behaviors and so on.
1.3 Relationship between corporate governance and social
responsibility: homology, segregation and integration

① Homology
Although corporate governance is manifested in various
institutional arrangements, decision-making mechanisms and
organizational design, the root of these designs and arrangements
remains a significant fiduciary duty. At the same time, many
corporate governance arrangements is extensive around the checks
and balances of responsibility, the core of which is to emphasize
the tasks that an enterprise should undertake to investors,
employees and government. Thus, ‘responsibility’ is not only a
social responsibility, but also one of the theoretical cores of
corporate governance .In spite of their respective theoretical
systems, corporate governance and social responsibility have
different emphases on the expression of ‘responsibility’, they
coincide in core.

② Shunt
After the emergence of issues of corporate governance and
corporate social responsibility at the same time there are also shunt
in the course of theoretical development: first of all, the objects of
study are different. At the beginning of the development of
corporate governance theory, the principal-agent problem brought
by the separation of two rights is emphasized. Since then, the
scope of research has been expanding, and in-depth research has
been carried out on the coordination and motivation among
various stakeholders in the enterprise. The main objects of study
include the internal and external stakeholders and their relationship.
The objects of research on corporate social responsibility theory is
always around the relationship between enterprise and society, and
takes CSR as the core concept and main objects of study. Secondly,
empirical research methods are adopted in corporate governance.
While in the study of social responsibility theory, more attention
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has been paid to the social nature of enterprises, and the methods

governance structure of private listed companies, different

are normative analysis and conceptual analysis. It always make the

arrangements of the corporate governance structure can affect the

enterprise as an objective social entity .Thirdly, In the process of

changes of corporate social responsibility more obviously than the

corporate governance and the split development of corporate

degree of governance from the external environment. Based on the

social responsibility, corporate governance has ignored and

analysis above, taking the characteristics of pharmaceutical

resisted social responsibility.

manufacturing industry into consideration, this paper proposes the

③ Fuse

following four hypotheses:

Although modern enterprises’ corporate governance and

Hypothesis 1 (H1): The social responsibility of private listed

corporate social responsibility have their own emphasis on the

companies in pharmaceutical manufacturing industry is affected

connotation and research direction, scholars develop and improve

by internal governance structure and corporate governance

their own independent theoretical system the concept of

environment

responsibility is consistent in both study areas, which has also

responsiveness). The more perfect is the governance structure and

become the origin of the integration of the development of the

environment, the better the performance of social responsibility

(law,

market

competition,

government

corporate governance and social responsibility in days to come. In

Hypothesis 2 (H2): The different arrangement of internal

April ,2010, Five ministries, including the Ministry of Finance and

governance structure of private listed companies in pharmaceutical

the Securities Regulatory Commission jointly issued the relevant

manufacturing industry will have a significant impact on their

guidelines for corporate social responsibility have been formally

social responsibility, but the relationship of arrangement of the

put forward in the supporting guidelines for enterprise internal

internal governance structure and shareholding ratio is not a

control, highlighting that enterprises should take corporate social

simple linear relationship.

responsibility seriously from the external perspectives ,such as

Hypothesis 3 (H3): The compensation of senior managers is

environmental protection, as well as internal product safety,

positively related to the social responsibility of private listed

product quality and workers' rights and interests. Thus, this study

companies in pharmaceutical manufacturing industry.

suggests that, with the internationalization and competition of the

Hypothesis 4 (H4): relationship between the proportion of

world economy, corporate governance and corporate social

independent directors and corporate social responsibility may not

responsibility

be obvious.

are

bound

to

move

towards

integration.

‘Responsibility’, the common kernel essence provides a deep

2.2 Research design

foundation and an organic premise to the integration of corporate

① Research model design
In view of the research content, the following regression

governance and social responsibility.

analysis model is put forward:

2. research hypothesis and model construction

CSP=α+β1OC +β2IDP +β3㏑1. research model designFTS
+β4㏑SIZE +β5LEV +β6YEAR +ε

2.1 Research hypothesis
The factors affecting the social responsibility of private listed
companies in pharmaceutical manufacturing should be measured

CSP=α+β1OC +β2IDP +β3㏑1. research model designFTS
+β4㏑SIZE +β5LEV +β6YEAR +ε

from two perspectives: Firstly, from a standard opinion, they are

② Construction of index system

factors of content and principle; Second, from an empirical

This article selects the ownership structure, the board

perspective, they are specific influencing factors of social

structure and the incentive mechanism to reflect the governance

responsibility behavior. The former is greatly influenced by the

structure of the private listed companies in the pharmaceutical

social contract, so that different enterprises can achieve effective

manufacturing industry. Specifically, ownership concentration

consensus because of their different external environment and their

(OC)means ownership structure, proportion of independent

own characteristics, which approximately covers economic, legal,

directors (IDP) represent the structure of Board of Directors, and

ethical and other responsibilities. Whether the consensus is well

the salary of senior management staffs representing incentives

aligned with the behavior of the enterprise depends on the ethical

mechanism.

awareness and behavior of the enterprise. The latter is bound by
the

enterprise's

internal

governance

mechanism,

external

governance environment and many tangible and intangible
resources of the enterprise. The most direct consequence is that the
corporate social responsibility agrees with the corporate
governance principle and responds to the feedback process. For
relatively mature and stable private listed companies, the influence
of the level of legalization in the external governance environment
is more obvious; As for the different arrangements of internal

Evaluation indicators of Social responsibility are as follows:
Shareholder

income

contribution

rate

(PLCCSP1)

=

dividends payable ÷ revenue
Creditors income contribution rate (PLCCSP2) = financial
costs ÷ revenue
Employee income contribution rate (PLCCSP3) = cash paid
to and on behalf of employees ÷ revenue
Customer income contribution rate (PLCCSP4) = operating
costs ÷ revenue

Aussie-Sino Studies

106

Vendor income contribution rate (PLCCSP5) = cash paid for
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forward a suitable weight. This weight meets the requirements that

purchasing of goods and services ÷ revenues

government departments manage private listed companies and

Government income contribution rate(PLCCSP6) = (all

monitor the dynamic performance of its social responsibility. The

taxes-tax refunds received) ÷ revenue

specific weight values are as follows: shareholder weighted 8%;

Public service contribution rate (PLCCSP7) = donation costs

creditors dimension 10%; employee dimension 24%; customer

÷ revenue

dimension 18% supplier dimension 10%; government dimension

In this paper, the subjective evaluation method is adopted to

12%; public good dimension 18%.

set up the weights of corporate social responsibility evaluation

③ Research variable

indicators. According to the different extent impact of China's

The specific variable settings are shown in Table 1:

management, academics and other circles, the author will put
Table.1 Model variables and their interpretation

variable
Explained variable

Symbol
CSP
OC

Explanatory variable

IDP
㏑ FTS

Control variable

Name

Definition

Contribution rate of corporate

∑CSPi×Qi

social responsibility
Ownership concentration

Proportion of shares held by the largest shareholder

Proportion of independent

Number of independent directors / board of directors

directors
Senior management

The natural logarithm of the sum of the top three salaries of

compensation

senior managers

㏑ SIZE

company size

The natural logarithm of the total assets

LEV

Asset liability ratio

Assets / liabilities

YEAR

Year

2008-2010

④ Research samples and data sources

2010-2012 consecutive years as the research sample, and uses

This paper selects 102 private listed companies in

SPSS17.0 statistical software and EXCEL.

pharmaceutical manufacturing industry listed on the Shanghai

2.3 Empirical analysis

stock exchange and the Shenzhen Stock Exchange for 3 years in

The results of regression analysis are shown in Table 2.

Table.2 result of regression analysis

Coefficient a
Model

Non standardized coefficient
B

Standard error

constant

0.806

0.840

OC

0.011

0.003

standardized
coefficient
Trial version

t

Sig.

1.149

0.034

-0.024

-0.289

.024*

IDP

0.063

0.182

0.027

-0.345

.016*

㏑ FTS

0.107

0.147

0.067

-0.727

.001**

㏑ SIZE

0.117

0.096

0.115

-1.216

.000**

LEV

0.521

0.063

-0.635

8.262

.000**

YEAR1

0.766

0.047

0.013

0.834

0.421

YEAR2

0.734

0.043

-0.014

-0.935

0.375

a dependent variable：CSP
Significant correlation was found at 0.01 levels; * was significantly related to the level of 0.05

The above empirical results show that the concentration of

Ownership concentration is negatively related to corporate

shares and the proportion of independent directors have a significant

social responsibility. It indicates China's private listed companies in

impact on the social responsibility of private listed companies in

pharmaceutical manufacturing industry still cannot put off "private

pharmaceutical manufacturing at 5% level. The impact of executive

enterprises" and "family enterprise" predecessor. Although the

team member compensation, corporate size and asset liability ratio

company listed as a public one, here is still the tendency of excessive

on the social responsibility of private listed companies is significant

centralization in the process of corporate governance. Therefore,

at the level of 1%. Therefore, the validity of H1, H2, H3 and H4 is

appropriate decentralization of shares is not only the needs of the

verified by the results of the empirical analysis.

sustainable development of private listed companies, but also the
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necessary measures to promote the performance of their social

and design. Secondly, the definition of the governance structure of

responsibilities. The proportion of independent directors is positively

private listed companies involves all aspects of the internal and

related to corporate social responsibility. This indicates that although

external environment of the company .Thus, the action, such as

there are still loopholes in the independent director system of Listed

dispersing the ownership of enterprises, regulating the proportion of

Companies in China, which needs to be further improved, to some

independent directors effectively and increasing the salaries of

extent, they have played a restraining role and urge the fulfillment of

executives, can further improve the corporate governance structure

social responsibility of private listed companies.

to help private listed companies achieve the ultimate goal of the

3. Conclusions

effective implementation of the social responsibility . And
implementation of social responsibility of private listed companies

To sum up, to improve the governance of private listed

will also react on the governance structure, promoting its continuous

companies and the implementation of corporate social responsibility

improvement, making the company's development entering a

are two important issues in the study of modern enterprises.

virtuous circle. Thirdly, effective balance between corporate

Therefore, In view of the importance of private listed companies in

governance and corporate social responsibility of private listed

China's national economy, the organical combination of this two is

companies is of great importance in the current economic globalized

of great significance for the healthy development of the sustainable

and competition world.

development of private listed companies and the whole economic
society. However, simply taking corporate social responsibility as the
external influence factors of corporate governance structure cannot
provide a solid theoretical basis for their integration and

--------------------------------------------------------------------
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