Online Appendices
Appendix A: Variable definitions 
	Variables
	Symbols
	Details

	Key variables

	Environmental Violations
	ENV
	A dummy variable that equals 1 if a firm is engaged in pollutant discharge, and 0 otherwise.  Data source: China Research Data Services platform (CNRDS). The original data is from a firm’s CSR disclosure report.

	Social trust variables

	Time-variant social trust
	Trust1
	The time-varying measurement of social trust. Building on the existing literature (Liu et al., 2022), the measurement is from the “Report on the Business Environment Index for China's Provinces” (Wang et al., 2013). This report includes the province-level social trust indexes for 2006, 2008, 2010, and 2012, derived from a biennial survey conducted by the China Reformation Foundation National Economic Research Institute and the Chinese Entrepreneur Survey System. Over 4,000 CEOs or chairpersons from 29 provinces and autonomous regions (excluding the Tibet and Qinghai provinces) participated in the study. The questionnaire encompasses various dimensions of the business environment (e.g., legal, tax, and finance) to characterize the commercial ethos at the provincial level. Among these dimensions, one specific question relates to province-level social trust. Respondents are asked to rate their general perception on a scale of 1 to 5, representing “Strongly Disagree”, “Disagree”, “Neutral”, “Agree”, and “Strongly Agree”, respectively. Consequently, the social trust index in each province is the average of the scores of all qualified responses. We use linear interpolation and extrapolation approaches to estimate missing values (i.e., 2007, 2009, 2011, and 2013-2022) based on known data points. 

	Trust survey 2013
	Trust2
	The degree to which residents in a province trust strangers. It is a provincial-level index, developed from a survey conducted by the “China General Social Survey” in 2013. The mean value of people’s opinions in a province is used as a measure of trustworthiness, e.g., a higher index value indicates that people in the province have greater trust in strangers, and vice versa. 

	Donation
	Trust3
	Charitable contributions (in 100 Yuan) per person at the provincial level on an annual basis. The data for 2010 to 2022 are obtained from China's Statistical Yearbook. The data for 2007-2009 are not available from the Statistical Yearbook, so we populate these years by linear interpolation.

	Non-governmental organizations (NGOs)
	Trust4
	The number of non-government organizations (NGOs) in a province per million of the population. Data source: National Bureau of Statistics (NBS).

	Blood
	Trust5
	The number of milliliters of blood donated on a purely voluntary basis in a province in 2000, divided by the population of that province. It shows the citizen's trustworthiness at the level of the province. Data source: the Chinese Society of Blood Transfusion.

	Environmental remedial actions (in the aftermath of environmental violation)

	Environmental Investment
	[bookmark: _Hlk154661921]Env_Inv
	The environmental investment divided by revenue. Data source: China Securities Market and Accounting Research (CSMAR).

	Environmentally Friendly Products
	Env_Fri_Pro
	Env-friendly Products is a dummy variable, which is equal to 1 if a firm develops environmentally friendly products, and 0 otherwise. Data source: China Research Data Services platform (CNRDS).

	
	
	

	Instrumental Variables

	Dialects
	Dialects
	The number of distinctive dialects in a province. Data source: Chinese Academy of Social Sciences (1987, 1990). 

	Control variables 

	Leverage
	LEV
	Total debt of a firm divided by its total assets.

	Market to book ratio
	MB
	Market value of a firm divided by book value of a firm in a given year.

	Cash flows scaled by total assets
	CF
	Cash flows divided by total assets.

	Growth
	Growth
	Revenue growth rate.

	Return on equity
	ROE
	Net income divided by equity.

	Firm Size
	Size
	Natural logarithm of total market value.

	Financial constraints index
	FC
	The financial constraint index, estimated as in Whited et al. (2006).

	CEO duality
	DUAL
	A dummy variable, which equals 1 if the CEO is also the Chairman of the board of the firm, and 0 otherwise.

	Institutional shares
	Inst_Share
	Shares owned by institutional investors divided by the total number of shares.

	Strategy
	Strategy
	A discrete strategy composite measure calculated as in previous studies (see Kong et al., 2020; Bentley et al., 2013). Higher strategy scores represent prospector firms, and lower strategy scores represent defender firms.

	Gross Domestic Product
	GDP
	Annual province-level GDP growth rate.




Appendix B: Description of control variables
In equation (1), Controls represents a vector of control variables (at both firm and regional levels), which can affect our baseline model according to previous pertinent studies (Ang et al., 2015; Jha and Cox, 2015; Jin et al., 2016; Kong et al., 2020; Li et al., 2017, 2019; Wu et al., 2014). In particular, our control variables include: (a) leverage (LEV), defined as total debt divided by total assets; (b) market to book ratio (MB), measured as the market value of a firm divided by its book value; (c) cash flows scaled by total assets (CF); (d) growth (Growth) representing the revenue growth rate of a firm; (e) return on equity (ROE), measured as the net income divided by equity; (f) size (Size),  measured as a natural logarithm of total market value; (g) the financial constraint index (FC), estimated according to Whited et al. (2006); (h) CEO duality (DUAL), a dummy variable equal to 1 if the CEO is also the Chair of the  board and 0 otherwise; (i) institutional ownership (Inst_Share), measured as shares owned by institutional investors divided by the total number of shares; (j) strategy (Strategy), a discrete strategy composite measure calculated in line with previous studies (Kong et al., 2020; Bentley et al., 2013), using six financial ratios that reflect different elements of a firm’s business strategy[footnoteRef:1]; and (k) gross domestic product (GDP), measured as the annual province-level GDP growth rate. [1:  The six ratios are: 1) the ratio of research and development expenses to sales (R&D5), which captures a firm’s propensity to innovate; 2) the ratio of the number of employees to sales (EMPS5), which serves as a measure of a firm’s employees’ productivity and its ability to distribute goods and services in a timely and efficient manner; 3) the historical growth measure of sales (REV5, one-year percentage change in sales/revenue) is a proxy for a firm’s growth; 4) the ratio of SG&A (selling, general and administrative) expenses to total sales (SGA5) is intended to capture a firm’s marketing efforts; 5) the capital intensity ratio (CAP5) is designed to capture a firm’s production technology and asset productivity; 6)  employee turnover (σEMP5) is defined as the standard deviation of the number of employees over the previous five years and captures organizational stability. All six ratios are computed using a rolling average over the previous five years to capture the long-term strategic orientation. Then, we rank the six ratios by forming quintiles within each industry-year. Within each industry-year, those observations in the top quintile receive a score of 5, those in next quintile are given a score of 4, and so on, with those in the lowest quintile awarded a score of 1. Finally, for each firm-year, we sum the scores across the six variables such that a firm can receive a minimum score of 6 and a maximum score of 30. Higher strategy scores represent prospector firms, and lower strategy scores represent defender firms.] 



Appendix C: Description of control variables
Panel A of Table C1 presents the mean difference tests of key variables in lower and higher trust regions. We categorize the regions as lower (higher) trust regions when provincial social trust (Trust1) is lower (higher) than the median value (Jha and Cox, 2015; Li et al., 2019). The t-test of the difference between the means denotes that firms in high-trust regions have significantly lower environmental violations (ENV) on average in comparison to those located in low-trust regions, providing preliminary evidence of our main prediction in hypothesis H1 that firms in high-trust regions are less likely to commit environmental violations. The systematic differences between the two subsamples indicate that it is necessary to employ a multivariate model to control for factors that influence the likelihood of environmental violations. 
Panel B of Table C1 shows the correlation between the different measures of social trust variables[footnoteRef:2]. Panel C of Table C1 provides the correlation coefficients for all the variables employed. Overall, the values in both correlation tables are below the threshold of 0.70, which shows that there are no issues of multicollinearity (Gujarati, 2009). [2:  We are thankful to an anonymous reviewer for this valuable suggestion.] 



Table C1:
Panel A: Univariate comparison of mean difference tests of main variables in lower and higher trust regions
	Variables
	Lower Trust
(N=2985)
	Higher Trust
(N=2985)
	Mean-Difference
	T-test for difference in mean

	ENV
	0.273
	0.170
	0.103
	9.639***

	LEV
	0.492
	0.491
	0.001
	0.147

	MB
	3.068
	2.946
	0.122
	1.936*

	CF
	0.062
	0.061
	0.001
	0.334

	Growth
	0.187
	0.166
	0.021
	2.407**

	ROE
	0.095
	0.090
	0.004
	1.512

	Size
	23.119
	23.372
	-0.253
	-8.871***

	FC
	-1.054
	-1.070
	0.015
	8.120***

	DUAL
	1.810
	1.793
	0.017
	1.688*

	Inst_Share
	12.246
	12.116
	0.130
	0.380

	Strategy
	16.673
	17.102
	-0.429
	-3.679***

	GDP
	8.758
	7.507
	1.251
	17.311***



Panel B: Correlations among different measures of social trust
	
	Trust1
	Trust2
	Trust3
	Trust4
	Trust5

	Trust1
	1
	
	
	
	

	Trust2
	0.37*
	1
	
	
	

	Trust3
	0.46*
	0.19*
	1
	
	

	Trust4
	0.35*
	-0.14*
	0.41*
	1
	

	Trust5
	0.25*
	0.28*
	0.41*
	0.29*
	1

	***, **, and * indicate significance(two-tailed) at the 1%, 5% and 10% levels, respectively.
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	ENV
	Trust1
	Trust2
	Trust3
	Trust4
	Trust5
	LEV
	MB
	CF
	Growth
	ROE
	Size
	FC
	DUAL
	Inst_Share
	Strategy
	GDP

	ENV
	1
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Trust1
	-0.17*
	1
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Trust2
	-0.12*
	0.37*
	1
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Trust3
	-0.10*
	0.46*
	0.19*
	1
	
	
	
	
	
	
	
	
	
	
	
	
	

	Trust4
	-0.10*
	0.35*
	-0.14*
	0.41*
	1
	
	
	
	
	
	
	
	
	
	
	
	

	Trust5
	-0.06*
	0.25*
	0.28*
	0.41*
	0.29*
	1
	
	
	
	
	
	
	
	
	
	
	

	LEV
	0.09*
	0.00
	0.01
	0.02
	-0.08*
	0.07*
	1
	
	
	
	
	
	
	
	
	
	

	MB
	-0.10*
	0.04*
	0.03*
	0.00
	-0.01
	-0.04*
	-0.19*
	1
	
	
	
	
	
	
	
	
	

	CF
	-0.01
	-0.00
	-0.04*
	0.01
	0.07*
	-0.04*
	-0.22*
	0.11*
	1
	
	
	
	
	
	
	
	

	Growth
	-0.01
	-0.02
	-0.01
	-0.02
	-0.01
	0.02
	0.03
	0.16*
	0.07*
	1
	
	
	
	
	
	
	

	ROE
	-0.16*
	0.06*
	0.01
	0.05*
	0.07*
	0.01
	-0.18*
	0.23*
	0.41*
	0.32*
	1
	
	
	
	
	
	

	Size
	-0.00
	0.13*
	0.08*
	0.20*
	0.05*
	0.14*
	0.18*
	0.06*
	0.18*
	0.10*
	0.30*
	1
	
	
	
	
	

	FC
	-0.02
	-0.10*
	-0.05*
	-0.17*
	-0.04*
	-0.14*
	-0.39*
	0.34*
	-0.18*
	-0.20*
	-0.24*
	-0.78*
	1
	
	
	
	

	DUAL
	0.05*
	-0.01
	0.00
	-0.02
	-0.05*
	0.03
	0.10*
	-0.09*
	-0.01
	-0.05*
	-0.07*
	0.04*
	-0.07*
	1
	
	
	

	Inst_Share
	-0.09*
	0.02
	-0.00
	0.04*
	-0.00
	0.06*
	-0.03*
	0.15*
	0.10*
	0.09*
	0.26*
	0.12*
	-0.04*
	-0.00
	1
	
	

	Strategy
	-0.34*
	0.06*
	0.07*
	0.01
	0.01
	-0.01
	-0.32*
	0.34*
	-0.03*
	0.25*
	0.24*
	-0.08*
	0.20*
	-0.15*
	0.14*
	1
	

	GDP
	0.03*
	-0.21*
	-0.05*
	-0.36*
	-0.24*
	-0.20*
	0.01
	0.04*
	-0.02
	0.12*
	0.11*
	-0.23*
	0.24*
	0.05*
	0.07*
	0.03
	1


Panel C: Correlation Table (among all variables)
***, **, and * indicate significance(two-tailed) at the 1%, 5% and 10% levels, respectively.
Note: In this table, Panel A shows the mean difference tests for the main variable. We categorize regions as high (low) trust regions when the provincial Trust1 is higher (lower) than the median value (following Jha and Cox, 2015; Li et al., 2019). In Panel A, t-tests are to test differences in means and p-values and are reported in the last column of Panel A. Panel B provides the correlation among the five different measures of social trust. Panel C presents Pearson’s correlation coefficients of the variables employed. *, **, and *** show significance at the 10%, 5%, and 1% levels, respectively. Detailed descriptions of variables are presented in Appendix A.

Appendix D: Robustness results
Panel A: Social trust and remedial actions in the aftermath of environmental violations
	
	(1)

	
	Environmentally Friendly Products (Env_Fri_Pro t+1)

	Trust1 * ENVt
	0.105*

	
	(1.839)

	ENVt
	-0.366**

	
	(-2.039)

	Trust1
	-0.023

	
	(-0.496)

	LEV
	0.265***

	
	(5.556)

	MB
	-0.016***

	
	(-3.328)

	CF
	-0.046

	
	(-0.404)

	Growth
	-0.011

	
	(-0.462)

	ROE
	0.120

	
	(1.379)

	Size
	0.041***

	
	(2.884)

	FC
	0.001

	
	(0.005)

	DUAL
	0.026

	
	(1.451)

	Inst_Share
	-0.001

	
	(-1.037)

	Strategy
	-0.004**

	
	(-2.418)

	GDP
	0.008

	
	(1.203)

	Additional Controls for Remedial Actions
	

	ESG_SH
	0.041***

	
	(2.599)

	Board_Size
	0.093**

	
	(2.253)

	Independent
	0.327***

	
	(2.642)

	ISO14001
	0.056***

	
	(4.131)

	Environmental_regulatory_intensity
	0.789***

	
	(3.350)

	Constant
	-0.750***

	
	(-2.837)

	Year FE
	Yes

	Firm FE
	Yes

	Province FE
	Yes

	N
	4004

	Adj. R2
	0.113


Note: This table reports the regression results for the social trust and remedial actions in the aftermath of environmental violations using an interaction term. In columns (1), environmental remedy is measured as Env_Fri_Pro, which is equal to 1 if a firm develops environmentally friendly products; and 0 otherwise. All continuous variables are winsorized at the 1st and 99th percentiles. Numbers in parentheses are t-statistics. ***, **, and * indicate significance (two-tailed) at the 1%, 5%, and 10% levels, respectively. Detailed descriptions of variables are presented in Appendix A.
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Panel B: Robustness results - Probit regression results for the impact of social trust (alternate proxies) on environmental violations 
	
	(1)
	(2)
	(3)
	(4)

	
	Dependent variable = ENV

	Trust2
	-0.465*
	
	
	

	
	(-1.812)
	
	
	

	Trust3
	
	-0.100**
	
	

	
	
	(-1.981)
	
	

	Trust4
	
	
	-0.148***
	

	
	
	
	(-2.815)
	

	Trust5
	
	
	
	-0.047*

	
	
	
	
	(-1.798)

	LEV
	0.634**
	0.338
	0.596**
	0.623**

	
	(2.153)
	(0.905)
	(2.029)
	(2.109)

	MB
	-0.014
	-0.017
	-0.012
	-0.010

	
	(-0.675)
	(-0.602)
	(-0.591)
	(-0.498)

	CF
	-0.141
	-0.554
	-0.198
	-0.232

	
	(-0.267)
	(-0.775)
	(-0.378)
	(-0.437)

	Growth
	0.510***
	0.538***
	0.506***
	0.507***

	
	(5.208)
	(4.204)
	(5.346)
	(5.372)

	ROE
	-0.101
	-1.172**
	-0.057
	-0.114

	
	(-0.278)
	(-2.398)
	(-0.158)
	(-0.311)

	Size
	0.035
	0.125
	0.020
	0.014

	
	(0.444)
	(1.175)
	(0.260)
	(0.188)

	FC
	0.554
	1.059
	0.555
	0.442

	
	(0.432)
	(0.630)
	(0.447)
	(0.351)

	DUAL
	0.038
	0.097
	0.007
	0.013

	
	(0.351)
	(0.662)
	(0.070)
	(0.120)

	Inst_Share
	-0.005
	-0.003
	-0.004
	-0.004

	
	(-1.506)
	(-0.732)
	(-1.223)
	(-1.296)

	Strategy
	-0.128***
	-0.130***
	-0.131***
	-0.128***

	
	(-10.090)
	(-8.222)
	(-10.611)
	(-10.146)

	GDP
	0.052**
	0.057*
	0.034
	0.043*

	
	(1.986)
	(1.710)
	(1.331)
	(1.671)

	Constant
	1.653
	-1.227
	-0.435
	-0.974

	
	(1.266)
	(-0.717)
	(-0.360)
	(-0.808)

	Industry effects
	Yes
	Yes
	Yes
	Yes

	Year effects
	Yes
	Yes
	Yes
	Yes

	No of Obs.
	5744
	2969
	5970
	5895

	Pseudo R2
	0.284
	0.283
	0.292
	0.284


Note: This table reports the Probit regression results for the impact of social trust (alternate proxies) on environmental violations. In all models, the dependent variable is environmental violations (ENV). The independent variables are Trust2, Trust3, Trust4 and Trust5, and other control variables are the same as in previous tables. All continuous variables are winsorized at the 1st and 99th percentiles. Numbers in parentheses are t-statistics. ***, **, and * indicate significance (two-tailed) at the 1%, 5%, and 10% levels, respectively. Detailed descriptions of variables are presented in Appendix A.


[bookmark: _Hlk169377602][bookmark: _Hlk168505463]Panel C: Robustness results - Interaction results with alternate proxies of social trust and remedial actions
	[bookmark: _Hlk168505992]
	(1)
	(2)
	(3)
	(4)

	
	Env_Investment
(Env_Invt+1)

	Trust2 * ENVt
	0.002**

	
	(2.554)

	Trust3 * ENVt
	
	0.001***

	
	
	(2.920)

	Trust4 * ENVt
	
	
	0.000

	
	
	
	(0.404)

	Trust5 * ENVt
	
	
	
	-0.000

	
	
	
	
	(-0.576)

	ENVt
	-0.004*
	0.001***
	0.001
	0.001***

	
	(-1.953)
	(3.479)
	(1.405)
	(4.283)

	Trust3
	
	-0.000

	
	
	(-0.163)

	Trust4
	
	
	0.000

	
	
	
	(.)

	Trust5
	
	
	
	0.000

	
	
	
	
	(.)

	Constant
	0.011***
	0.014***
	0.011***
	0.011***

	
	(3.532)
	(3.759)
	(3.421)
	(3.377)

	Control Variables
	Yes
	Yes
	Yes
	Yes

	Year and Firm FE
	Yes
	Yes
	Yes
	Yes

	Province FE
	Yes
	Yes
	Yes
	Yes

	N
	720
	545
	750
	728

	Adj. R2
	0.409
	0.461
	0.376
	0.377


Note: This table reports the regression results for the social trust (alternate proxies) and remedial actions (environmental investment) in the aftermath of environmental violations using interaction terms. The dependent variable in all columns is calculated by dividing the environmental investment by revenue (Env_Inv) to measure environmental remedy. All continuous variables are winsorized at the 1st and 99th percentiles. Numbers in parentheses are t-statistics. ***, **, and * indicate significance (two-tailed) at the 1%, 5%, and 10% levels, respectively. Detailed descriptions of variables are presented in Appendix A.



Appendix E: Propensity Score Matching (PSM) 
To address the issue of functional misspecification forms, we employ the propensity score matching (PSM) technique (Rosenbaum and Rubin, 1983), which is a nonparametric technique and does not assume any type of connection between the covariates and the outcome variable. Following Jha and Cox (2015), we divide the sample into high and low social trust regions on the basis of the median value. Initially, we run logit regression and use High social trust as the dependent variable to obtain the propensity score. We use the nearest neighbor matching technique within common support and without replacement, employing a caliper distance of 0.001 and one-to-one matching. Consequently, each treatment in a given year (i.e., High social trust = 1) is matched with a unique control in the same year (High social trust = 0). Our sample comprises 2409 matched pairs of treatment-control firm-years between 2007 and 2022. Table E1 presents the results for the nexus between social trust and environmental violations on a matched sample. 
Panel A of Table E1 reports the covariates’ balance check after the PSM on the matched sample. The result demonstrates that the control variables are not statistically different. Panel B reports the Probit regression results for the matched sample. The dependent variable is environmental violations (ENV); the independent variable is a dummy for social trust (i.e., High social trust) in column (1), and the continuous variable Trust1 in column (2). Our baseline results continue to hold after applying the matching technique, reaffirming a significant negative relationship between social trust and environmental violations.


Table E1: Regression results for the relationship between social trust and environmental violations on a matched sample using propensity score matching (PSM)


Panel A: Covariates balance check after PSM

	Variables
	High social trust= 0
Control group
(N=2409)
	High social trust = 1
Treated group
(N=2409)
	Mean-Diff
	t-test

	LEV
	0.488
	0.482
	0.006
	1.134

	MB
	3.006
	3.022
	-0.016
	-0.239

	CF
	0.062
	0.061
	0.001
	0.550

	Growth
	0.176
	0.176
	0.000
	0.034

	ROE
	0.092
	0.091
	0.001
	0.248

	Size
	23.220
	23.185
	0.035
	1.146

	FC
	-1.061
	-1.058
	-0.003
	-1.270

	DUAL
	1.800
	1.800
	-0.000
	-0.036

	Inst_Share
	12.000
	12.266
	-0.266
	-0.696

	Strategy
	16.854
	16.972
	-0.117
	-0.911




Panel B: Probit regression results on the matched sample
	
	(1)
	(2)

	
	Dependent variable = ENV
	Dependent variable = ENV

	High social trust
	-0.283***
	

	
	(-3.365)
	

	Trust1
	
	-0.388***

	
	
	(-3.129)

	LEV
	0.598**
	0.571*

	
	(1.972)
	(1.881)

	MB
	-0.012
	-0.014

	
	(-0.520)
	(-0.605)

	CF
	0.018
	-0.049

	
	(0.033)
	(-0.089)

	Growth
	0.457***
	0.448***

	
	(4.444)
	(4.326)

	ROE
	-0.183
	-0.193

	
	(-0.464)
	(-0.491)

	Size
	0.031
	0.038

	
	(0.374)
	(0.455)

	FC
	0.551
	0.492

	
	(0.405)
	(0.362)

	DUAL
	-0.008
	0.002

	
	(-0.072)
	(0.017)

	Inst_Share
	-0.005
	-0.005

	
	(-1.346)
	(-1.389)

	Strategy
	-0.123***
	-0.123***

	
	(-9.259)
	(-9.152)

	GDP
	0.036
	0.037

	
	(1.302)
	(1.346)

	Constant
	-1.207
	-0.364

	
	(-0.908)
	(-0.272)

	Industry effects
	Yes
	Yes

	Year effects
	Yes
	Yes

	No of Obs.
	4818
	4818

	Pseudo R2
	0.288
	0.288


Note: This table reports the results for the relationship between social trust and environmental violations on a matched sample using the PSM technique. Panel A shows the covariates balance check after the PSM on the matched sample. Panel B shows the Probit regression on the matched sample. The dependent variable is environmental violations (ENV) and the independent variable is a dummy for social trust (i.e., High social trust).  All continuous variables are winsorized at the 1st and 99th percentiles. Numbers in parentheses are t-statistics. ***, **, and * indicate significance (two-tailed) at the 1%, 5%, and 10% levels, respectively. Detailed descriptions of variables are presented in Appendix A.


Appendix F: Entropy balancing method (EBM)
Further, current literature argues that the PSM technique has shortcomings, and that the entropy balancing method (EBM) technique has certain advantages over the former approach (Jiang et al., 2018). The EBM is an ‘equal percent bias reducing’ technique that does not eliminate observations and uses a repetitive process to assign weights to a control sample, so that the descriptive attributes of the treated sample match the post-weighted control sample. Therefore, we employ the EBM technique (Hainmueller and Xu, 2013) to ensure that our main findings (equation 1) are driven by social trust, not by other firm-level characteristics. We run the logit model on the full sample using High social trust as the dependent variable while including all control variables as independent variables. Specifically, we use a maximum-entropy reweighting scheme and match the treated firms (High social trust =1) and control firms (High social trust =0) on the first moment of all the control variables.  
Table F1 presents the results for the relationship between social trust and environmental violations on a matched sample using the entropy balancing method (EBM). Panel A shows the mean and standardized difference for the treated and reweighted control group after EBM.  In Panel B, we re-run the Probit regression using ENV as the dependent variable and High social trust as the independent variable in column (1), and the continuous variable Trust1 in column (2), while including all the control variables and fixed effects, on the re-weighted sample. Our results, based on the EBM technique, further support our predictions in hypothesis H1 that social trust reduces the likelihood of the commission of environmental violations. 



Table F1: Regression results for the relationship between social trust and environmental violations using the entropy balancing method (EBM)
Probit regression results using the EBM technique

	
	(1)
	(2)

	
	Dependent variable = ENV
	Dependent variable = ENV

	High social trust
	-0.291***
	

	
	(-3.592)
	

	Trust1
	
	-0.374***

	
	
	(-3.244)

	LEV
	0.644**
	0.617**

	
	(2.172)
	(2.067)

	MB
	-0.006
	-0.007

	
	(-0.268)
	(-0.324)

	CF
	-0.067
	-0.149

	
	(-0.121)
	(-0.271)

	Growth
	0.444***
	0.436***

	
	(4.470)
	(4.377)

	ROE
	0.006
	0.001

	
	(0.016)
	(0.003)

	Size
	-0.023
	-0.019

	
	(-0.285)
	(-0.239)

	FC
	0.192
	0.081

	
	(0.146)
	(0.062)

	DUAL
	0.014
	0.029

	
	(0.131)
	(0.281)

	Inst_Share
	-0.004
	-0.004

	
	(-1.156)
	(-1.107)

	Strategy
	-0.128***
	-0.128***

	
	(-10.385)
	(-10.227)

	GDP
	0.023
	0.022

	
	(0.903)
	(0.845)

	Constant
	-0.422
	0.405

	
	(-0.349)
	(0.337)

	Industry effects
	Yes
	Yes

	Year effects
	Yes
	Yes

	No of Obs.
	5970
	5970

	Pseudo R2
	0.297
	0.296


Note: This table reports the results for the relationship between social trust and environmental violations on a matched sample using the entropy balancing method (EBM) (Hainmueller and Xu, 2013). We re-run the Probit regression using ENV as the dependent variable and High social trust as the independent variable, while including all the control variables, on the re-weighted sample. All continuous variables are winsorized at the 1st and 99th percentiles. Numbers in parentheses are t-statistics. ***, **, and * indicate significance (two-tailed) at the 1%, 5%, and 10% levels, respectively. Detailed descriptions of variables are presented in Appendix A.


Appendix G: Heckman two-stage model 
As a firm's decision to disclose CSR reports may be non-random, this may cause self-selection bias. Before 2008, disclosing CSR reports was voluntary for listed firms in China. However, since 2008, some listed firms are required to issue a CSR report[footnoteRef:3], from which environmental violation information is available. Therefore, it implies that the environmental violation information cannot be observed or compiled if firms choose not to issue CSR reports, and thus our results might be subject to sample selection bias. To address this concern, following previous relevant studies (Kong et al., 2020), we employ the two-stage Heckman model to address selection bias. Table G1 presents the results of the two-stage Heckman model. In the first step, we run a Probit regression that models the likelihood of a firm disclosing its CSR reports and employ the full sample (with observations from which environmental violations data were missing) in the first stage. The dependent variable is ENV Disclosure, which equals 1 if a firm discloses its CSR reports and 0 otherwise. The independent variables include Trust1 and other control variables plus an exogenous variable, i.e., MANDATORY, to measure whether a firm mandatorily discloses its CSR report or not. MANDATORY is equal to 1 if it is mandatory for a firm to disclose a CSR report, and 0 otherwise. MANDATORY is expected to be positively related to ENV Disclosure. In the second step, we estimate the main regression, incorporating the Inverse Mills Ratio, which is estimated from the first stage regression.  [3:  On December 30, 2008, the Shanghai Stock Exchange stipulated that: (a) firms listed in its Corporate Governance Sector, (b) firms with shares listed overseas, and (c) financial companies were required to issue a CSR report with their annual report, beginning with the 2008 report. On December 31, 2008, the Shenzhen Stock Exchange instructed firms on its Shenzhen 100 Index to follow similar regulations (Chen et al., 2018).] 

In column (1), most independent variables are significantly related to the possibility of ENV Disclosure. In the second stage, as shown in column (2), the Inverse Mills Ratio is positive but insignificant, confirming that selection bias is not an issue in our sample. Trust1 remains highly significant and negatively associated with ENV, adding support to our contention that higher social trust can reduce environmental violations. These investigations further reinforce the robustness of our baseline results and hypothesis H1.
 


Table G1: Regression results for Heckman two-stage model to control for sample selection bias 
	
	(1)
	(2)

	
	First stage: 
Dependent variable = 
ENV Disclosure
	Second stage: 
Dependent variable = 
ENV

	Trust1
	0.100***
	-0.092***

	
	(3.654)
	(-7.714)

	MANDATORY
	2.401***
	

	
	(39.631)
	

	LEV
	0.356***
	0.136***

	
	(6.028)
	(4.843)

	MB
	-0.055***
	-0.005*

	
	(-10.932)
	(-1.925)

	CF
	0.835***
	0.036

	
	(5.501)
	(0.525)

	Growth
	-0.226***
	0.090***

	
	(-7.358)
	(6.378)

	ROE
	0.226**
	-0.067

	
	(2.311)
	(-1.402)

	Size
	0.432***
	0.016**

	
	(24.671)
	(1.966)

	FC
	-1.783***
	0.075

	
	(-6.318)
	(0.553)

	DUAL
	0.079***
	-0.000

	
	(3.535)
	(-0.006)

	Inst_Share
	-0.001
	-0.001**

	
	(-1.359)
	(-2.302)

	Strategy
	-0.004*
	-0.025***

	
	(-1.697)
	(-24.272)

	GDP
	0.074***
	0.010***

	
	(21.576)
	(3.493)

	Inverse Mills Ratio
	
	0.029***

	
	
	(2.918)

	Constant
	-13.397***
	0.190

	
	(-45.877)
	(1.165)

	Industry effects
	Yes
	Yes

	Year effects
	Yes
	Yes

	No of Obs.
	27427
	5970

	Pseudo R2
	0.218
	0.254


Note: This table reports the results of the two-stage Heckman model to test whether our main result is robust to sample selection bias. In the first stage, we estimate a Probit regression that models the likelihood that a firm discloses its CSR reports. The dependent variable is ENV Disclosure, which equals 1 if a firm discloses its CSR report, and 0 otherwise. The independent variables include Trust1 and other control variables. In addition, we add a dummy variable, i.e., MANDATORY, to measure whether a firm discloses its CSR report or not. MANDATORY equals 1 if it is mandatory for a firm to disclose CSR reports, and 0 otherwise. In the second stage, we estimate the main regression including an Inverse Mills Ratio, estimated from the first stage regression. All continuous variables are winsorized at the 1st and 99th percentiles. Numbers in parentheses are t-statistics. ***, **, and * indicate significance (two-tailed) at the 1%, 5%, and 10% levels, respectively. Detailed descriptions of variables are presented in Appendix A.



[bookmark: _Hlk169378571][bookmark: _Hlk168489782][bookmark: _Hlk168488139][bookmark: _Hlk169378618]Appendix H: Excluding GFC and COVID-19 years
[bookmark: _Hlk169378592]It might be argued that our results are driven by events such as COVID-19. Therefore, to ensure that our results are not affected by different crises of the recent past, e.g., the 2008-2009 Global Financial Crisis (GFC) and the 2020-2022 COVID-19 outbreak, we conduct additional analyses. In particular, we rerun our baseline regression after excluding the years 2008 and 2009 for the GFC Global Financial Crises and 2020-2022 for the COVID-19 pandemic.  We report these results in Table H1, columns (1) to (3). We exclude (a) GFC years in column 1, (b) the COVID-19 years in column 2, and (c) both GFC and COVID-19 years in column 3. Our baseline results remain consistent even after excluding these time periods, which implies that the social trust-environmental violation relationship is not driven by these exogenous shocks.


Table H1: Probit regression results with excluded sample for the time period of Global Financial Crisis and Covid-19 Crisis
	
	ENV

	 
	(1) 
Excluding 
Global Financial Crisis
	(2) 
Excluding
Covid-19 Crisis
	(3)
Excluding
Both Crisis

	Trust1
	-0.492***
	-0.605***
	-0.556***

	
	(-3.512)
	(-3.835)
	(-3.595)

	Constant
	-0.004
	-0.205
	0.116

	
	(-0.003)
	(-0.142)
	(0.082)

	Control Variables
	Yes
	Yes
	Yes

	Industry FE
	Yes
	Yes
	Yes

	Year FE
	Yes
	Yes
	Yes

	N
	5102
	4998
	4484

	Pseudo R2
	0.287
	0.296
	0.298


Note: This table reports the probit regression results with excluded sample for the time period of the  Global Financial Crisis and the Covid-19 Crisis. In all models, the dependent variable is environmental violations (ENV). The Independent variable is Trust1. All continuous variables are winsorized at the 1st and 99th percentiles. Numbers in parentheses are t-statistics. ***, **, and * indicate significance (two-tailed) at the 1%, 5%, and 10% levels, respectively. Detailed descriptions of variables are presented in Appendix A.
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