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ABSTRACT

This study explores the relationship between CEO demographic characteristics and consistency
in corporate social responsibility (CSR) performance among firms. The sample is based on
results from major ranking agencies between 2005 and 2010. A total of 661 firms were included
in the sample with 392 observations in total. The results indicate that firms’ CSR performance,
as measured by the consistency of their CSR rankings, is associated with their CEOs’ educa-
tional specializations in Master’s-level business administration (MBA) and science (MSc). In
addition, CEO tenure and gender are shown to affect firms’ CSR performance. Furthermore,
a firm’s number of employees also has a significant relationship with its CSR performance.
The results are encouraging for supporting universities’ efforts to integrate CSR issues into
their curricula. Copyright © 2012 John Wiley & Sons, Ltd and ERP Environment.
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Introduction

ORPORATE SOCIAL RESPONSIBILITY (CSR) IS NOT A ZERO SUM GAME BETWEEN BUSINESS AND SOCIETY. GOING BEYOND
compliance and creating shared value are crucial to any company’s CSR strategy (McWilliams and Siegel,
2001; Porter and Kramer, 2006; Waldman et al., 2006a, 20006b). Effective implementation of CSR
strategy allows firms to capture sustainable competitive advantage (McWilliams and Siegel, 2010). The
shareholder perspective believes that the purpose of the firm is to maximize shareholder value (Friedman, 1970).
Consequently, many studies have been conducted to examine the linkage between corporate financial performance
(CFP) and CSR initiatives in order to rectify concerns from the shareholder perspective (Waddock and Graves, 1997;
MacKey et al., 2007; Blomgren, 2011). Although the results between CFP and CSR initiatives have been mixed
(McWilliams et al., 2006), major corporations such as Wal-Mart, Nike, and Starbucks, have started to integrate
CSR practices into their corporate strategy as a response to stakeholder demand. Indeed, while the discourse of
CSR has been advanced from ‘whether’ to ‘what’ and ‘how’ (Smith, 2003; Basu and Palazzo, 2008), companies have
exhibited different approaches toward CSR. Firms not only differ in their CSR performance but also in term of
consistency. Consistency is defined by Oxford Dictionaries as ‘the quality of achieving a level of performance which
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does not vary greatly in quality over time’. CSR performance in this study is defined as ‘a firm’s consistent
appearance in CSR ranking’. CSR is more noticeable when firms become irresponsible (Bhattacharya and Sen,
2004; Aguilera et al., 2007). Thus performing in a consistent basis is a crucial factor. Scalet and Kelly (2010)
examined the ratings of 137 firms listed in Innovest Global and CRO magazines between 2007 and 2008; they
found 37 firms had been dropped from the list. These firms, in many cases, had faced negative events that
precipitated their removal from the rankings. The results indicate that not every firm performs at a consistent level.
Diversities among companies’ CSR performance can be attributed to various causes, ranging from differences in
relevant institutions (Campbell, 2007; Matten and Moon, 2008) to CFP (Waddock and Graves, 1997). In any
situation, managers are largely responsible for and are central to CSR initiatives (Agle et al., 1999; Waldman
et al., 2006a, 2006b). However, studies have ignored the role of corporate leaders in formulating and implementing
CSR policies (Waldman and Siegel, 2008). There is a lack of investigation into relevant managerial variables
affecting CSR performance (Waldman et al., 2006a, 2006b; Angus-Leppan et al., 2010; Manner, 2010). This study
is an attempt to fill this literature void by exploring the connection between corporate decision makers’ attributes
and consistency in CSR performance by asking the following question: Which CEO demographical attributes
affect CSR performance?

Drivers of CSR

The role of the firm in society has been discussed in many studies (Garriga and Mele, 2004; Porter and Kramer,
2011). Defining CSR is not a straightforward endeavor but tends to depend upon perspective and point of view
(Campbell, 2007; Matten and Moon, 2008). CSR goals and objectives are often conflicting or unclear as firms
attempt to respond to various demands from diverse stakeholders, ranging from employees, customers, suppli-
ers, and communities to media, NGOs and governments (McWilliams and Siegel, 2001; Ditlev-Simonsen and
Midttun, 2011). The basic theme of CSR is ‘the idea that it reflects the social imperatives and the social conse-
quences of business success’ (Matten and Moon, 2008, P.405). However, the exact CSR manifestation and
direction are largely at the discretion of the firm (Matten and Moon, 2008). The major drivers associated with
CSR can be divided into the following groups: stakeholder demands, performance, and motivation (Basu and
Palazzo, 2008). The stakeholder theory suggests that ‘it can be beneficial for the firm to engage in certain
CSR activities that non-financial stakeholders perceive to be important, because, absent this, these groups might
withdraw their support for the firm’ (McWilliams et al., 2006, p. 3). The performance-driven perspective has
focused on the statistical relationship between CSR and CFP so as to justify the normative calls for managers
to pay attention to CSR (Margolis and Walsh, 2003; Wood, 2010). In addition, the motivation—driven view
stresses intrinsic motivations, such as moral virtue, and extrinsic reasons, such as reputation (Basu and Palazzo,
2008). Basu and Palazzo (2008) argue that ‘simply documenting CSR-related activities without understanding
their precipitating causes is unlikely to reveal real differences among firms, given the trend of rising homoge-
neity and near standardization in CSR reporting’ (p.123). The major causes of CSR implementation depend
upon those conditions relevant to the particular firm. Campbell (2007) identifies economic and institutional
conditions as the primary basis for firms to act in a socially responsible way. These basic economic conditions
involve the firm’s financial performance, the level of industry competition, and the status of the economic
environment. Institutional conditions include regulation and enforcement, the presence of independent
monitoring organizations like NGOs and the press, institutionalized normative calls, as well trade unions and
industry associations. Campbell (2007) also suggests that corporate managers’ experience in educational venues
is likely to affect the firm’s CSR implementation. However, it is the key decision-maker’s predominant attributes
and personal qualities that tend to have the most pronounced effect upon the extent and the results of a firm’s
CSR initiative (Waldman et al., 2006a, 2006b). The firm’s key decision maker, namely its CEO, is responsible
for formulating corporate strategy pertaining to CSR (Waldman et al., 2006a, 2006Db). The CEO is in a prime
position to influence CSR strategy and practice (Waldman and Siegel, 2008; Battisti and Perry, 2011; Cassells
and Lewis, 2011).
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The Connection Between CSR Motivation and CEO Characteristics

CSR can be treated as a differentiation strategy (McWilliams and Siegel, 2001). It is suggested that ‘firms pursuing
product differentiation, image, or reputation-building strategies will have an incentive to be socially responsible’
(Waldman et al., 2006a, 2006Db, p. 1704). One of the major purposes of the firm is to satisfy customers by delivering
a distinctive value proposition (Porter and Kramer, 2011). Polls have suggested that the majority of consumers
consider CSR to be an important factor in making their purchasing decisions (Bhattacharya and Sen, 2004). Some
companies respond to perceived CSR shortcomings reactively, as was evident in Wal-Mart’s attempt to create a
‘green’ rating scheme. Wal-Mart responded to stakeholder demand by requesting its suppliers disclose their sourc-
ing information for this green rating (Keegan, 2o11). On the other hand, some companies choose to embark upon
CSR initiatives proactively. Ben and Jerry’s Ice Cream and the Body Shop are two such examples that have based
their business models on CSR-driven strategies (Waldman et al., 2006a, 2006b). CSR offers managers an outlet
to align their personal interests with a product differentiation strategy (McWilliams and Siegel, 2001). CSR is thus
a strategic choice which allows firms to create shared value between managers’ personal interests and the social
cause.

Strategic choice often reflects decision makers’ values and cognitive bases (Hambrick and Mason, 1984). One of
the major themes of stakeholder theory deals with the way managers think about managing and how corporations
are actually managed (Donaldson and Preston, 1995; Callan and Thomas, 2011). Stakeholder theory can be divided
into three types: instrumental, normative, and descriptive (Donaldson and Preston, 1995). The instrumental aspect
examines the connection between stakeholder management and traditional corporate objectives such as profitability.
This instrumental aspect is concerned with consequences (Margolis and Walsh, 2003). The normative type identi-
fies moral or philosophical guidelines of the operation and management of corporations (Donaldson and Preston,
1995). The descriptive type focuses on ‘whether and to what extent managers do in fact attend to various
stakeholders and act in accordance with their interests’ (Margolis and Walsh, 2003, p. 279). The role of managerial
leadership is imperative in stakeholder theory because strategic decisions are made by organizations’ powerful
actors (Hambrick and Mason, 1984). The strategic choices of a firm’s CEO, its most powerful actor, are based on
his or her personal interpretation, which is a function of his or her experiences, values, and personality (Hambrick,
2007). Since CEOs’ ideals mold their managers’ leadership practices, the key decision maker’s beliefs and value
systems help to shape the way firms attend to various stakeholder demands. Accordingly, it is reasonable to expect
that CEOs exert substantial influence over CSR as a strategic course for their firms. However, to move beyond
merely positing a link between a firm’s CEO and its CSR performance, first we must identify applicable data to
represent the CEO-CSR strategy relationship. To that end, this study will build upon Hambrick’s (2007) conclusion
that firm leaders’ demographic characteristics can be used as proxies for their cognitive frames.

Theory and Hypotheses

Stakeholder theory implies that the extent to which managers attend to stakeholder interests is largely dependent
upon the values and moral guidelines of managers. It is also suggested that the demographic composition of
executives leads to different strategic choices (Cannella Jr. et al., 2008). CSR is a strategic choice. Therefore,
executive demographic composition does have an impact on the firm’s CSR strategy. Moreover, since stakeholders
pay greater attention to irresponsible firms, it becomes crucial for firms to maintain a consistent level of CSR
performance. This study is an attempt to examine the connection between executive demographic composition
and firm CSR performance. Wiersema and Bantel (1992) asserted several major demographic variables affecting
strategic choice. These major variables are age, tenure, educational level, and educational specialization (Wiersema
and Bantel, 1992). The executives’ gender also plays an important role in a company’s strategic outcome (Anderson,
2003). Five demographic variables of executives—age, gender, tenure, educational specialization, and nationality—
were chosen for this study based on previous research (Hambrick and Mason, 1984; Bantel and Jackson, 1989;
Wiersema and Bantel, 1992). Subsequent analysis is based on the following hypotheses:
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Hypothesis 1. CEO gender is positively associated with consistency in firm CSR performance.

Hypothesis 2. CEO average age is positively associated with consistency in firm CSR performance.

Hypothesis 3. CEO tenure is positively associated with consistency in firm CSR performance.

Hypothesis 4. CEO educational specialization is positively associated with consistency in firm CSR performance.

Hypothesis 5. CEO nationality is positively associated with consistency in firm CSR performance.

Research Design

Sample and Data

Related studies have utilized various research instruments such as surveys, content analyses and case studies
(Waddock and Graves, 1997). This study uses regression analysis as the primary statistical technique. Many of
the previous studies have been based upon the results from a single rating agency. However, since each agency
actually applies different mechanism for measuring CSR performance, relying on the results of a single rating
agency might result in source bias (Agle et al., 1999; Manner, 2010). To alleviate the potential bias problem, this
study compiles major CSR rankings from the following rating agencies: the Global 100 by Corporate Knights
between 2005 and 2010, CRO magazine’s 100 Best Corporate Citizens between 2005 and 2010, the Most Ethical
Companies by Ethisphere between 2007 and 2010, and Newsweek’s Green Ranking between 2008 and 2010. A total
of 661 firms were included in the ranking. The listing frequencies of firms in these rankings range from 16 to 1. The
average frequency is 2.69. The results indicate drastic disparity in terms of listing frequency in the sample. The
sample was reduced to 487 firms based upon availability of information. Financial data was collected for companies
during the observed period in their respective rankings. The primary source of company data is the companies’
annual reports. Additional data was also collected from Datastream and Worldscope databases as well as LexisNexis.
CEO demographic data was collected from the companies’ annual reports, websites, and press releases, as well as
other data sources such as Dun & Bradstreet Reference Book of Corporate Management, Who’s Who in Finance and
Industry, Business Week, Hoover’s Online, and SEC filings. We only used those observations with complete data
for all variables. The screening process left us with 392 observations.

Dependent Variable: CSR Performance

‘What gets measured, gets managed’ (Dillenburg et al., 2003). Performance measurement is a crucial part of the
management process. Effective measurements allow managers to monitor and adjust their strategy orientation.
The definition or interpretation of CSR performance has varied among studies (MacKey et al., 2007). The most
common variables for measuring CSR performance are accounting and market performance (McWilliams and
Siegel, 2000; Margolis and Walsh, 2003; MacKey et al., 2007; Wood, 2010). Accounting performance is associated
with the firm’s financial results. Market performance is connected with equity and share value. The two variables are
interrelated. Studies have used these indicators to analyze the relationship between a firm’s CSR activities and
shareholder value (MacKey et al., 2007). However, sometimes maximizing shareholder wealth and benefitting
stakeholders are competing objectives for organizational resources and managerial attention (Wood, 2010).
Stakeholder interests are not always in line with those of the shareholders. Other studies have adopted different
performance measurements such as CSR indices and ratings (Agle et al., 1999; Waldman et al., 2006a, 2006b;
Angus-Leppan et al., 2010; Manner, 2010). This study applies the rating results between 2005 and 2010 from four
major CSR rating agencies as the dependent variable.
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Independent Variables: CEOs’ Demographic Compositions

This study adopts five variables — gender, age, tenure, educational specialization, and nationality — which are
associated with CEO demographic compositions. These variables have been applied extensively in the related
research (Wiersema and Bantel, 1992; Anderson, 2003). However, applying CEO demographic variables to CSR
performance is still a rarity. Manner (2010) found that a CEO’s educational specialization, tenure, and gender do
have an impact on the firm’s CSR performance. However, the sample in Manner’s research comprises only US
firms with results from a single rating agency. Furthermore, Manner’s study did not have sufficient analyses of
graduate degrees in science and engineering or CEO nationality. Waldman et al. (2006a, 2006b) have suggested that
mangers from developed countries are slightly more aware of CSR issues during the decision making process. Some
studies have underscored the importance of MBA and science education on students’ perceptions of CSR related
issues (Woodruff, 2006; Lucena and Schneider, 2008; Navarro, 2008; Wu et al., 2010). Consequently, this study
also tests business and science education as variables. The educational specialization variable includes eight
categories: no university level degree, Bachelor of Arts (BA) in humanities and social science, Bachelor of Science
and Engineering (BS), Master’s degree in science and engineering (MS), Master’s degree in business (MBA),
Master of Arts in social science and humanities (MA), PhD in science and PhD in non-science fields. A CEO with
a BA degree, for example, was entered as a dummy variable equal to one and zero otherwise. Each educational
degree was applied using the same process. The gender of CEOs was recorded as a dummy variable, one for male
and zero for female. In addition, nationality was also examined with a dummy variable for each of the prospective
geographical regions, with one for the nationality in question and zero otherwise. CEO North American nationality,
for example, was a dummy variable for which one represented North American countries and zero represented
non-North American countries. The same coding process was then repeated to cover each geographical region.

Control Variables: Firm Attributes

The previous studies have suggested other factors such as the firm’s financial performance and firm size might
influence a firm’s CSR performance (Wood, 2010). This study also includes several control variables, such as
operating profit before tax (OPBT), return on equity (ROE), and number of employees. An average of each firm’s
financial variables was taken for their respective periods used for the CSR ranking data.

Analysis of Results

Table 1 lists the descriptive results of statistics and correlations for all the variables. Number of employees is the only
control variable that is correlated with firm ranking frequency. The firm’s OPBT and ROE appear not to be
correlated with ranking frequency. CEO tenure, gender, and educational specialization in MBA and MS degrees
are correlated with ranking frequency. On the other hand, CEO age, nationality and educational background in
certain fields, namely BA, BS, MA, and PhD degrees, are not correlated. Based on the results of Table 1, we can
reject hypothesis 2 that there is a significant correlation between CEO age and firm CSR performance, as well as
Hypothesis 5 since we did not observe any correlation between CEO nationality and firm CSR performance.
Additionally, in terms of educational specialization, the results in Table 1 indicate that only some CEOs’ educational
specializations affect the CSR performance of their firms. The results indicate that CEOs with MBA and MS degrees
have better CSR performance.

Table 2 reveals the regression results for the frequency of the firms’ CSR performance. Model A in Table 2 is the
baseline model comprised only of the control variable — in this case, number of firm employees. Employee size is
positively related to the firm’s consistent performance in CSR rankings. It appears that the number of company
employees does play a role in the firm’s CSR performance. The two additional control variables such as ROE and
OPBT have weak associations with firm CSR performance. We further examine the changes in adjusted R? and
found that the adjusted R? for employee size (0.0438) is higher than OPBT and ROE (0.0373) as listed in Table 2.
The results of adjusted R? for the control variables reveal that employee size is better suited for explaining a firm’s
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CSR performance than OPBT and ROE. CEO gender is not significant when tested in combination with MBA and
MS degrees as indicated in model P and model Q. However, the CEO’s gender might influence the firm’s CSR
performance since gender is the only independent variable with a negative coefficient. The positive relationship
between CEO educational specialization (specifically MBA and MS degrees) and consistent CSR performance is
stronger than that between gender and CSR performance. A CEO having an MBA degree is the most crucial factor
in improving model B’s R?, followed by an MS degree, and then the other factors, gender and tenure. In comparison
with Model B, the R? differences for MBA is 0.0287, MS is 0.0202, gender is 0.0133, and tenure is 0.009, shown in
Table 3. The results in Table 2 indicate that a CEO with an MBA or an MS degree is the major factor influencing a
firm’s CSR performance.

Moreover, we also pair up variables to test the changes in R? in comparison with model B as listed in Table 4. The
results are consistent with previous results indicating CEOs with an MBA or MS degree generally perform better in
CSR. On the other hand, the CEO’s gender and tenure appear to have weaker associations.

Discussion and Conclusion

We set out to analyze the connection between CSR performance of firms and CEO demographic composition. We
successfully collected data based on the major CSR rating agencies, consisting of 392 observations as the sample
base. In light of our empirical findings, we can discuss several pertinent observations. A firm’s CSR performance
is associated with its CEO’s educational specialization in two categories: MBA and MS degrees. However, other
educational specializations of CEOs — BS, BA, MA, PhD degrees, along with no degree beyond a high school
diploma — do not appear to be significantly associated with the firm’s CSR performance. Furthermore, CEO gender
and tenure also influence a firm’s CSR performance. CEO nationality and age, on the other hand, do not appear to
be associated with CSR performance.

This study attempts to examine managerial variables affecting firm CSR performance. Waldman et al. (20004,
2000b) suggested that the upper echelons perspective should be included to further our understanding of the role
of leadership in CSR as a strategic choice. If CSR is treated as a strategic choice, our evidence supports our assertion
that the demographic attributes of CEOs appear to influence firms’ CSR performance. Furthermore, stakeholder
theory suggests that managerial values and belief systems help to shape the way managers attend to various

Type Changes in R? against Model A
MBA 0.0287
MS 0.0202
Gender 0.0133
Tenure 0.009

Table 3. Relative R* differences against Model A

Type Changes in R? against Model A&B Type Changes in R? against Model B
MBA MS 0.096 MBA MS 0.0532
MBA Gender 0.0891 MBA Tenure 0.0407
MBA Tenure 0.0848 MBA Gender 0.0338
Tenure Gender 0.0806 Tenure Gender 0.0297
MS Tenure 0.0763 MS Tenure 0.0296
Gender Tenure 0.0694 Gender Tenure 0.0245

Table 4. Relative R* differences against Model B
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stakeholder demands. A manager’s upbringing and past experiences influence his or her value system. Our study
supports stakeholder theory by accounting for the influence of managerial background in the firm’s CSR initiative.
However, we also find firm size, in terms of number of employee, exerts a significant influence over the firm’s CSR
performance. One possible explanation could be the fact that larger corporations have better visibility from the
perspective of rating agencies. Large corporations, such as Wal-Mart and Starbucks, sometimes play a leading role
in CSR implementation, especially with the increasing emphasis on supply chain efficiency. Small and medium size
firms such as Wal-Mart’s suppliers have to comply with a large corporation’s CSR policy. As a result, the CEO’s
support of CSR initiatives in the large corporation becomes crucial in the overall implementation of CSR throughout
the supply chain.

Although this study did not examine the linkage between universities’” CSR efforts and the impact on CEO
influence over CSR, it is interesting to note that CEO educational specialization in MBA or MS degrees is associated
with firm CSR performance. CSR education has been introduced in many universities around the world to promote
social development and raise students’ awareness of the issues. Although there is no guarantee that university
education can changed a student’s behavior, studies show that environmental education does increase students’ sen-
sitivity to environmental issues (Thomas, 2005). The board of directors of the Accreditation Board for Engineering
and Technology (ABET) approved new accreditation criteria, Engineering Criteria 2000 (EC2000), in 1998. One of
the major criteria requires accredited institutions to demonstrate that their students have ‘an understanding of
professional and ethical responsibility’. Curriculum is required to integrate knowledge of contemporary issues in
a global societal context under the EC2000 (Newberry, 2004). The Association to Advance Collegiate Schools of
Business (AACSB) also requires business schools to incorporate ethics in their curricula. Studies have found that
most business schools around the globe have started to integrate CSR in their curriculum design (Matten and
Moon, 2004; Wu et al., 2010). Perhaps, our results indicate that universities’ CSR promotion might have an impact
on their student bodies since there is a correlation between CEOs possessing an MBA or MS degree and firms
demonstrating consistent CSR performance. Thus universities may prove to be an important and constructive link
between business and society.

The author has made a concerted effort to reduce problems resulting from bias in this research; however, there
are still some potential limitations. First, the ranking results consist of mostly American and some European
companies. The results lack significant representation from other parts of the world, for example Asia and South
America. As a result, it is prudent to treat the purported connection between CEOs’ nationality and CSR perfor-
mance with caution. Second, time lag presents a limitation. There might be a lag of an indeterminate length of time
between the change in CEO and the effect on a company’s CSR performance. Furthermore, ranking agencies might
not be responsive enough to take full account of these changes. Third, it is imperative to acknowledge not only the
regional but also the cultural differences in terms of the CEO’s role in the company. For instance, in many European
countries the Board of Directors might have greater influence over a company’s CSR performance than its CEO
does. Finally, other CEO demographic factors not accounted for in this research, such as marital status (Roussanov
and Savor, 2012), might also affect a company’s CSR performance. The exploration into such unexamined CEO
demographic variables might prove fruitful as a future research topic.
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