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CEO hometown identity, financial constraints, and corporate
environmental violations

ZHOU Zhifang'” , HAN Shangjie' , SHI Qi' , NIE Lei'

(1. School of Business, Central South University, Changsha 410083, China;
2. Collaborative Innovation Center of Two-oriented Society and Ecological Civilization,
Changsha 410083, China)

Abstract: Based on the sample of Chinese A-share listed firms in heavy-pollution industry from 2010 to
2019, this paper takes CEO hometown identity as the entry point, investigates the environmental
consequences of informal institution, and empirically examines the direct impact of CEO hometown identity
on corporate environmental violations and the moderating role of financial constraints. The results show that
CEO hometown identity reduces corporate environmental violations, while financial constraints weaken the
effect of CEO hometown identity on corporate environmental violations. Further research results show that
when enterprises are located in areas with weak external environmental supervision or industries with fierce
market competition, CEO hometown identity can effectively reduce the frequency of environmental
violations, that when the external environmental regulation is strong and the market competition is low, the
CEO hometown identity can effectively reduce the possibility of corporate environmental violations, even if
faced with higher financing constraints.

Key Words: hometown identity; social identity; environmental violation; financial constraints
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