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Abstract

This study investigates the impact of institutional cross-ownership on corporate social responsibility (CSR) and industry competition, while
also examining the mediating role of industry competition in this relationship. Given the complex and multifaceted influence of ownership
structures on firms' competitive dynamics and socially responsible behaviors, this study holds significant theoretical and practical relevance.
Utilizing a sample of companies listed on the Tehran Stock Exchange over a ten-year period (2014-2023), we employ multivariate regression
models to analyze the data. The findings reveal that institutional cross-ownership exerts a positive and significant effect on CSR, while also
enhancing competition within the industry. Moreover, industry competition serves as a meaningful mediator, whereby heightened competitive
pressures encourage firms to adopt stronger commitments to social responsibility. By offering novel empirical insights into corporate
governance and market competition, this study contributes to strategic decision-making in firm management and advances the understanding
of the interplay between economic performance and social accountability.
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Introduction

This study investigates the impact of institutional cross-ownership on corporate social responsibility (CSR) and industry competition,
with a particular focus on the mediating role of competition. In recent years, CSR reporting has gained prominence alongside financial
disclosures as stakeholders increasingly demand corporate accountability beyond mere profitability (Asadi et al., 2024). While financial
statements reflect a firm’s economic performance, CSR disclosures communicate its commitment to societal and environmental
obligations (Hassas et al., 2019). However, the influence of institutional cross-ownership—where investors hold stakes in multiple
competing firms within the same industry (He & Huang, 2017)—remains underexplored in the CSR literature. This study presents
conflicting perspectives on cross-ownership’s effects: some scholars argue that it fosters anti-competitive behavior by aligning investor
interests across firms, potentially leading to collusion (Azar et al., 2018; Kang et al., 2018; Kempf et al., 2016), while others contend
that it enhances governance and industry competitiveness through improved oversight (Schmalz, 2018; Gao et al., 2019; Porter &
Kramer, 1986). Furthermore, industry competition itself significantly shapes CSR engagement, as firms may adopt CSR initiatives to
differentiate themselves and strengthen stakeholder relationships (Lau et al., 2018; Firas et al., 2023), though excessive competitive
pressures could alternatively divert resources toward short-term financial goals at the expense of CSR (Kempf et al., 2016). This study
aims to reconcile these divergent views by analyzing how institutional cross-ownership influences CSR, both directly and through its
impact on industry competition.
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Methods & Materials

This study adopts an applied, quasi-experimental research design utilizing ex-post facto (archival) data. The data were collected from
the Tehran Stock Exchange database, Rahavard Novin software, and corporate financial statements (including accompanying notes).
For hypothesis testing, we employed Ordinary Least Squares (OLS) regression analysis conducted in Stata (v17) and EViews (v13),
with robust standard errors to address potential heteroskedasticity. To evaluate the mediating role of industry competition in the
institutional cross-ownership-CSR relationship, we implemented the Sobel test — a rigorous statistical procedure for assessing
mediation effects that determines whether the indirect path through the mediator variable is statistically significant. This
methodological approach ensures both the reliability of our causal inferences and the validity of our mediation analysis.

Findings

Our empirical analysis reveals three key findings. First, institutional cross-ownership significantly enhances corporate social
responsibility performance (P < 0.01), consistent with the monitoring hypothesis of institutional ownership. This supports governance
theories emphasizing the oversight role of cross-owners (Smith & Johnson, 2020). Second, contrary to collusion concerns, we find
cross-ownership reduces industry concentration (P < 0.05), suggesting it promotes competition through operational synergies and
knowledge sharing - a finding aligned with Schmalz's (2018) efficiency perspective. Third, mediation analysis confirms industry
competition's pivotal role (P < 0.05). The results demonstrate that competitive pressures transform cross-ownership from a passive
governance mechanism into an active CSR driver, as firms strategically enhance social commitments to maintain competitive
differentiation (Kang et al., 2018; Gao et al., 2019). This tripartite relationship provides novel insights into how market dynamics
moderate institutional investors' influence on corporate social performance.

Discussion and Conclusion

This study demonstrates that institutional cross-ownership serves as a dual mechanism for market enhancement. By leveraging their
privileged access to industry-wide information, cross-owners transform competitive pressures into catalysts for improved corporate
social responsibility. Our findings reveal that such ownership structures not only mitigate anti-competitive tendencies but actively
promote market competitiveness through two channels: (1) by enforcing operational efficiencies, and (2) by compelling firms to adopt
more sustainable practices as differentiation strategies in competitive environments. These results underscore the pivotal governance
role of institutional cross-owners in simultaneously strengthening market dynamics and corporate social performance. The implications
suggest that cross-ownership structures may represent an underutilized policy tool for aligning competitive markets with sustainable
development goals.
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Table (3): Regression model (1) estimation results
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Table (5): Regression model estimation results (3)
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