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Abstract

Using multi-source extra-financial rating datasets (Vigéo and Asset4), this paper empirically investi-

gates the relationships between CSR commitment (social, environment and societal) and board com-

position for French listed firms (SBF120) over the 2006-2011 period. This paper tests the two main

hypotheses regarding CSR commitment from the corporate governance perspective: CEO’s oppor-

tunistic behavior and stakeholder conflict resolution, and compares both shareholder and stakeholder

board perspectives. We show that CSR commitment, except environment one, is driven by good

corporate governance practices from the shareholder perspective (high independence and low share of

insiders). From the stakeholder perspective, social commitment is positively associated with stake-

holders’ representation inside the boardroom and societal one is positively related to supply-chain

stakeholders’ representation. These results support the stakeholder conflict resolution hypothesis

(value-enhancing view). However, the results are mixed for environmental CSR dimension, suggesting

that environmental commitment reduces conflicts with employees but exacerbates them with other

stakeholders.
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Finance Durable et Investissement Responsable for granting the research program. Access to financial data was possible
thanks to X-HEC-GIS partnership. I am also grateful for remarks and comments from attendees made during the
Alliance Summer School (2013), the PSE lunch seminar in environment (2013), the Sustainable Development Seminar
at Ecole Polytechnique (2014), IABS 2014 in Sydney, the 4th corporate governance workshop at TBS Barcelona (2017).
†Corresponding Author: Department of Economics, Ecole Polytechnique, Route de Saclay 91120 Palaiseau Cedex

France, email: gwenael.roudaut@polytechnique.edu

1



Board and CSR commitment

Abbreviations

AFEP - Association Francaises des Entreprises Privées

CAC40 - Cotation Assitée en Continu 40 - 40 first listed firms on Euronext-Paris

CEO- Chief Executive Officer

CG - Corporate Governance

CSR - Corporate Social Responsability

C&S - Customers and Suppliers (Vigéo)

ENV - Environment (Vigéo)

GRI - Global Reporting Initiative

ESG - Environment, Social and Governance factors

HR - Human Ressources (Vigéo)

KPI - Key Performance Indicator

MEDEF - Mouvement des Entreprises DE France

NGO - Non-Governmental Organization

OECD - Organisation for Economic Co-operation and Development

ROA - Return On Assets

R&D - Research and Development

SBF120 - Société des Bourses Francaises 120 -120 first listed firms on Euronext-Paris

UN - United Nation
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1. INTRODUCTION Board and CSR commitment

1 Introduction

For decades, scandals and crises have focused attention on Corporate Social Responsibility (CSR) and

Corporate Governance (CG) practices. Firms accept to bear extra-costs to take into account envi-

ronmental, social, human rights issues through their CSR beyond what the law requires (McWilliams

and Siegel, 2000). The aims are to comply with the legal, moral and ethical rules of the society

(Hill et al., 2007), to produce welfare for strategic stakeholders (Freeman, 1984) and to maximize

shareholders’ long-term wealth (Friedman, 1970). Corporate Governance refers to “the ways in which

the suppliers of finance to corporations assure themselves of getting a return on their investments”

(shareholder model) (Shleifer and Vishny, 1997) but also the ways to protect firm’s social interest and

to balance the interests of various stakeholders, especially labor forces (stakeholder model) (Aglietta

and Reberioux, 2005). Whereas there is a vivid literature on the link between corporate governance

and financial performance, the relationship between governance and CSR commitment remains largely

unclear (Governance-CSR nexus, see Harjoto and Jo (2011); Jo and Harjoto (2012)).

From an agency view, CSR, as a part of managers’ discretionary area (Wood, 1991), may be op-

portunistically used by the Chief Executive Officer (CEO) in order to entrench himself (Cespa and

Cestone, 2007) or to build a good citizen reputation (Barnea and Rubin, 2010). CSR is therefore an

agency problem (opportunistic behavior hypothesis) (Ferrell et al., 2016). In this case, inefficient gov-

ernance systems and CSR commitment should be positively correlated (Harjoto and Jo, 2011). In the

opposite, from a stakeholder theory perspective, CSR is a way to reduce conflicts between managers,

investors and non-investing stakeholders (Jensen, 2001; Scherer et al., 2006) in order to maintain firms’

license to operate and to improve long-term financial performances (Post et al., 2002; Shahzad et al.,

2016). CSR is therefore a value-enhancing strategy (the stakeholder conflict resolution hypothesis)

(Ferrell et al., 2016). In this case, CSR commitment should be related to good corporate governance

practices (Harjoto and Jo, 2011).

The board of directors plays here a central role. Board is indeed responsible for firm’s objectives,

legal compliance, and risk management, and looks after CSR as an extension of its fiduciary duties

towards the shareholders (Mickels, 2009, OECD Principles). Board composition and organization are

then the main drivers of governance effectiveness (Adams et al., 2010). Gender and ethnic diversities

has been highlighted as good practices to increase CSR concerns (Post et al., 2011; Boulouta, 2013;

Harjoto et al., 2015). However, more importantly, the bargaining power of CEO towards shareholders

and at some extend stakeholders inside the boardroom appears as the crucial issue (Harjoto and Jo,

3



1. INTRODUCTION Board and CSR commitment

2011; Hillman et al., 2001). From the shareholder perspective, good corporate governance practice is

defined by an independent board with the separation of Chairman and CEO jobs, in order to reduce

the conflict of interest between the shareholders and the managers and to avoid CEO entrenchment

and opportunistic behavior (Jo and Harjoto, 2011; Shaukat et al., 2016). From the stakeholder per-

spective, good corporate governance practices are related to the representation of the various strategic

stakeholders inside the boardroom, especially the employee or the community representative, in order

to maintain the license to operate and to integrate their interests (Hillman et al., 2001). Most of the

literature adopts the shareholder perspective to study the relationship between board composition

and CSR commitment (Hillman et al., 2001). Yet, regarding CSR issues, the stakeholder perspective

could be very relevant to understand the link between corporate governance and firm performance.

This paper investigates the relationship between board composition from the shareholder and

stakeholder perspectives and CSR commitments in social, environment and societal dimensions. The

empirical analyses rely on an original database matching one corporate governance database and two

extra-financial data sets (Vigéo and Asset4) for the largest French listed firms (SBF120) over the

2006-2011 period. Regarding board composition, from the shareholder perspective, directors are com-

monly identified as insider, affiliated 1 and independent in order to measure CEO’s entrenchment and

board monitoring abilities. From the stakeholder perspective, directors are classified as sharehold-

ers’ representatives: insiders, employees’ representatives, business directors (customers and suppliers),

support directors (bankers and insurers) and extern directors (other stakeholders). Regarding CSR

commitment (Environment, Social and Societal), Vigéo and Asset4 ratings enable to measure CSR

commitment intensity (CSR commitment index) and to compare firm behavior (policy and practices).

After aggregating data at the board level, the probit analyses estimate the propensity to care about

CSR more than the industry-average firm behavior depending on board composition and firm char-

acteristics as well as industry and year fixed effect. Moreover, non-linear effects of board composition

are tested as suggested by de Villiers et al. (2011) and Chang et al. (2017).

The paper shows that the CEO’s opportunistic behavior hypothesis is clearly rejected for social

and societal dimensions. From the shareholder perspective, CSR, societal and social commitment

intensities are negatively correlated with the share of insiders or positively related to the share of

independent directors, depending on the extra-financial rating data sets. Environmental commitment

is non significantly related to monitoring or entrenchment abilities. From the stakeholder perspective,

the empirical evidences on Vigéo data suggest that social commitments may be used to resolve con-

4



1. INTRODUCTION Board and CSR commitment

flicts between managers, and non-investing stakeholders, whereas societal engagement is more likely

to reduce conflicts with business stakeholders and employees. In the opposite, environmental seems

to resolve conflicts only with the employees and to exacerbate conflicts with other stakeholders, es-

pecially with support stakeholders. However, Asset4 data remains inconclusive from the stakeholder

perspective. Multi-dimensional CSR commitment is driven by the aim of conflict reduction with the

stakeholders. Vigéo ratings seems to be more sensitive to stakeholders’demands than Asset4.

This paper makes the following contributions to the CSR-Governance nexus literature. First, this

paper follows the recent papers testing the two main hypotheses (the opportunistic behavior or the

stakeholder conflict resolution) explaining CSR commitment by board composition (Harjoto and Jo,

2011), governance quality (corporate governance rating) (Jo et al., 2016) and by an agency view of

firm characteristics and decisions (cash flow, dividend, leverage) (Ferrell et al., 2016). This paper fills

the gap between the shareholder and stakeholder perspectives to investigate the relationships between

board composition and CSR commitment intensity. It analyzes the impacts of board monitoring and

entrenchment abilities (Jo and Harjoto, 2011) and the stakeholder board representation, extending

Hillman’s typology (2001), on CSR engagements. The stakeholder perspective of board composition

enables indeed to better understand the bargaining powers inside the boardroom leading to specific

CSR commitment. The French stakeholder corporate governance model could better achieve sustain-

able objectives(Coles et al., 2008; Shahzad et al., 2016).

Second, the most recent studies on the link between CSR and financial performances highlight

the CSR multi-dimensionality and the potential trade-offs and synergies between CSR dimensions

(Harjoto and Jo, 2011; Jo and Harjoto, 2012; Cavaco and Crifo, 2014). Most of empirical studies on

board of directors (with the noticeable exception of Hillman et al. (2001)) use however aggregated

CSR measures or focused on a single criterion. Using Vigéo and Asset4 multi-dimensional extra-

financial data, this paper separately tests the determinants of each CSR commitment. We show thus

that social and societal engagements may be driven by the same stakeholders, whereas environment

investment could exacerbate conflicts among firm’s stakeholders. This evidence provides some pieces

of explanation about some complementary and substitute effects highlighted in the CSR-performance

nexus literature. In particular, Cavaco and Crifo (2014) show a complementary effect between social

and societal engagement on firm performance, whereas social and environment are substitute. CSR

commitment is then a choice regarding the firm’s stakeholders.
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1. INTRODUCTION Board and CSR commitment

Third, this paper contributes to the debate about the robustness and consistency of CSR practices

evaluation and extra-financial ratings (Chatterji et al., 2009; Escrig-Olmedo et al., 2010). Extra-

financial rating agencies differ by their CSR theorization, indicators and aggregation methodology

(Chatterji et al., 2016). We propose here to analyze the same relationships on two independent data-

sets coming from Vigéo and Asset4, the two leading European extra-financial rating agencies. Vigéo

rates firms according a set of industry-related indicators and the knowledge of extra-financial analysts.

Asset4 systematically uses the same indicators without any input of analysts. Asset4 provides then

ESG (Environment, Social and Governance) information rather than extra-financial ratings like Vigéo

(Escrig-Olmedo et al., 2010). Even if the results from both data sets are mainly consistent, Vigéo

seems to be more sensitive to stakeholders’demands. The empirical results pinpoint the need of using

multi-ESG sources to test the robustness of the results and to reduce the measurement and estimation

biases (Chatterji et al., 2016).

Fourth, most of the previous studies are based on the American case (Harjoto and Jo, 2011; Ntim

and Soobaroyen, 2013; Shaukat et al., 2016). However, some authors argue that the Anglo-Saxon

governance model is less stakeholder-oriented than the continental European model (Martynova and

Renneboog, 2011). We produce then the first evidence on the French case, defined by an hybrid model

of corporate governance between shareholder and stakeholder models, that is driven by firm’s social

interest (Aglietta and Reberioux, 2005). This framework is then an appropriate setting to test the

effects of both shareholder and stakeholder perspectives on CSR commitments (Crifo and Reberioux,

2016). In both cases, the empirical evidences reject the CEO’s opportunistic behavior hypothesis and

accept the stakeholder conflict resolution hypothesis (Harjoto and Jo, 2011). Nevertheless, the stake-

holders representation seems to be a determinant of CSR commitment in the French case whereas

the similar American study is quite inconclusive on this point (Hillman et al., 2001). It suggests that

French governance may take better into account stakeholders’ interests in the decision-making process,

at least by improving stakeholders’ representation inside the boardroom (Crifo and Reberioux, 2016).

The rest of this paper proceeds as follows. The second part discusses the literature and the

hypotheses on the link between CSR and board composition. The third part presents the data and

the fourth part the results. The fifth part discusses the results before concluding.
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2. LITERATURE REVIEW AND HYPOTHESES Board and CSR commitment

2 Literature review and hypotheses

CSR has received an important attention for decades (see Kitzmueller and Shimshack, 2012). Few

recent studies focus on the link between corporate governance, especially board composition, and CSR

commitments (see e.g. Hillman et al., 2001; Jo and Harjoto, 2011) without reaching any clear con-

sensus. CSR is a delegated responsibility from directors to managers (Crifo and Forget, 2015). Two

hypotheses support CSR engagement from the corporate governance perspective: the CEO oppor-

tunistic behavior hypothesis and the stakeholder conflict resolution hypothesis (Ferrell et al., 2016).

In the first case, firms are over-committed in CSR at the expenses of the shareholders and CSR

commitment reveals CEO’s opportunistic behavior. In the second case, CSR commitment shows the

ability of management to take into account shareholders’ and stakeholders’ interests in order to ensure

firm’s long-term wealth.

Regarding board composition, the corporate governance-CSR nexus can be analyzed according to

the shareholder perspective (Harjoto and Jo, 2011) and to the stakeholder perspective (Hillman et al.,

2001). The shareholder perspective reflects how directors represents the shareholders in the decision-

making process (Adams et al., 2010). The literature highlights the role of independent directors to

protect minority shareholders’ interests and the role of insiders to support the CEO. Nevertheless, the

shareholder perspective does not reflect the diversity of stakeholders (Shahzad et al., 2016) taken into

account by the boardroom such as employees, business (customer and suppliers), support (banks) or

outside (environmental activists for example) stakeholders. Directors regarding their background and

their employment recognize and treat indeed various stakeholders differently (see Wang and Coffey,

1992). The stakeholder representation reveals then the bargaining power between managers and non-

investing stakeholders in the decision-making process (Mitchell et al., 1997). This perspective could

be more promising to understand CSR commitment.

The following literature review develops each hypothesis regarding both shareholder and stake-

holder perspectives on board composition.

2.1 The CEO’s opportunistic behavior hypothesis

According to the agency theory, Barnea and Rubin (2010) develop the hypothesis that CSR may be

overly promoted by the CEO and the insiders (executive directors), as part of their discretionary area.

Insider directors may indeed have some private benefits (career concerns) to support CEO decisions

against shareholders’ interests (Barnea and Rubin, 2010). They aim to receive some private benefits,
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2. LITERATURE REVIEW AND HYPOTHESES Board and CSR commitment

like getting a personal reputation of good citizen, at the expense of the shareholders. The authors

demonstrate that the ownership of insiders is negatively correlated with the likelihood that the firm

adopts a responsible behavior. Insiders invest more in CSR policy when they do not bear the cost as

shareholders. In the same direction, Coffey and Wang (1998) show that board dominated by insiders

(management control) is significantly more likely to invest in philanthropic activities. More recently,

Masulis and Reza (2015) confirm these results and show that philanthropic givings are more related to

CEO preferences rather than to the interests of shareholders. These evidences legitimate CSR engage-

ment as an opportunistic behavior from the managers. Thus, from the shareholder perspective, CSR

performances should be correlated with boards dominated by the CEO and the insiders (entrenchment

ability).

In order to reduce CEO’s opportunism, Hermalin and Weisbach (1998) argue that independent

directors, free of any conflict of interests, are more able to monitor CEO’s choices and to reduce

the bargaining power of the CEO in the decision-making process. In the same sens, the separation

between Chairman and CEO positions leads to a more balanced power inside the boardroom and

improves board monitoring ability (Rhoades et al., 2001). Surroca and Tribo (2008) demonstrated

empirically that the proportion of independent directors and the Chairman-CEO separation are neg-

atively correlated with CSR performances. The monitoring ability (Chairman-CEO separation and

independent directors) are therefore able to improve governance efficiency (better alignment between

managers’ and shareholders’ interests), to reduce the managerial discretionary area, and at the end to

reduce CSR over-investment. In this perspective, a negative relationship between monitoring ability

and CSR performances is therefore expected.

Hypothesis 1A (shareholder perspective): If the opportunistic behavior hypothesis is

valid, a negative relationship between CSR commitment intensity and board monitoring

ability and a positive relationship between CSR commitment intensity and the CEO’s

entrenchment ability are expected.

From a stakeholder perspective, Cespa and Cestone (2007) investigate the conflicts of interest be-

tween managers, shareholders and non-investing stakeholders. CEO invests in CSR in order to obtain

stakeholders’ support and protection against a firing threat in the case of poor performances. Surroca

and Tribo (2008) confirm empirically a potential collusion between managers and non-investing stake-

holders, especially the employees and environmental activists, thanks to specific CSR commitments.
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2. LITERATURE REVIEW AND HYPOTHESES Board and CSR commitment

The representatives of the other stakeholders should prone the reduction of CSR commitment. In

this perspective, a positive relationship between the share of insiders and the representatives of the

specific stakeholders on the one hand and CSR commitment on the other hand is expected. The other

stakeholder representatives should be negatively related to CSR commitment.

Hypothesis 1B (stakeholder perspective): If the opportunistic behavior hypothesis is

valid, CSR commitment intensity should be positively related to the share of insiders

and the representatives of at least one strategic stakeholders, and negatively related to

the share of the other stakeholders’ representatives.

2.2 The stakeholder conflict resolution hypothesis

From the stakeholder theory perspective (Freeman, 1984), CSR commitment may be a way to en-

sure firm’s license to operate and to protect shareholders’ long-term interests. According to the New

Stakeholder View (Post et al., 2002), maintaining good relationships with the network of legitimate

stakeholders (social or environmental activists but also employees, customers and suppliers, see Don-

aldson and Preston (1995)) is a key objective in order to ensure firm survival. Firms are able to

achieve some stakeholders’ demands through CSR in order to reduce the conflicts of interest between

shareholders’ and non-investing stakeholders (Jensen, 2001) and to maximize shareholders’ wealth

(Harjoto and Jo, 2011; Shahzad et al., 2016). However, managers may be willing to under-commit

to CSR, leading to worth CSR firm performances (McKendall, 1999), because CSR commitment may

hurt short-term financial performances and the related manager compensation (McGuire et al., 2003;

Coombs and Gilley, 2005) or is less attractive for CEO (Oh et al., 2016). Cai et al. (2011) show on

US data that an interquartile increase of CSR commitment is related to a 4.35% decrease of executive

total compensation. The board of directors is therefore responsible for aligning managers and share-

holders’ interests from a CSR perspective (Mallin et al., 2013).

According to Johnson and Greening (1999) and Ibrahim and Angelidis (1995), independent direc-

tors are more likely to protect long-term shareholders’ interests by accepting environmental invest-

ments or sustainable behaviors even if they are in conflict with the short-term economic performances.

In the opposite, insider directors may be more short term oriented (Galbreath, 2017). Moreover, Har-

joto and Jo (2011) argue that efficient governance structure, characterized by strong board monitoring

ability, may correctly represent stakeholders’ interests and promote CSR commitment. Shaukat et al.
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2. LITERATURE REVIEW AND HYPOTHESES Board and CSR commitment

(2016) argue that a more independent board is able to construct a clearer CSR strategy and to lead to

better social and environmental performances. Few other studies (Post et al., 2011; de Villiers et al.,

2011; Ntim and Soobaroyen, 2013; Zhang et al., 2013) confirm the positive relationship between board

monitoring ability (independent directors, CEO-chairman separation) and socially responsible status

or CSR performances. From the shareholder perspective, a better monitoring governance structure,

aligned with the long-term shareholders’ interests, should lead firm to commit to CSR.

Hypothesis 2A (shareholder perspective): If the stakeholder conflict resolution hy-

pothesis is valid, monitoring (entrenchment) ability should be positively (negatively)

correlated with CSR commitment intensity.

From the stakeholder perspective, Hillman et al. (2001) argue that the stakeholder directors im-

prove the recognition of stakeholders’ interests and related CSR commitment. The authors propose

four types of directors: community directors (academics, political leaders, NGO), customer and sup-

plier directors and employees’ representatives. They only show a positive relationship between com-

munity directors and diversity CSR dimension and a negative one with environment. They conclude

that the divergence of stakeholders’ interests may reduce the effectiveness of stakeholder represen-

tation inside the boardroom in terms of CSR commitment by increasing conflicts. Nevertheless, to

our knowledge, this perspective has never been tested on a stakeholder-oriented corporate governance

model, more sensitive to stakeholders’ interests (Fauver and Fuerst, 2006; Kluge and Schomann, 2008).

According to the stakeholder theory, the presence of stakeholders’ representatives may increase

specific care about CSR in order to reduce conflicts between managers and the recognized stakehold-

ers because board is more able to take into account their specific interests (Post et al., 2002). A

positive relationship between the shares of stakeholder representatives and CSR commitment is ex-

pected, except for the share of insiders which reflects management entrenchment.

Hypothesis 2B (stakeholder perspective): If the stakeholder conflict resolution is

valid, the proportion of stakeholders’ representatives, except the proportion of insiders,

should be positively correlated with specific CSR performances.
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3. DATA Board and CSR commitment

3 Data

We matched five data sets from Ethics&Boards, Vigéo, Asset4, ThomsonOneBanker and Infinancials

for firms belonging to the SBF120 index in 2011 (the 120 largest listed firms on NYSE-EURONEXT

Paris). Ethics&Boards, an international board watching agency, provides information on board com-

position and directors characteristics. Vigéo, the leading European ESG rating agency (since 2002),

and Asset4, a worldwide provider of ESG data included in Datastream, furnish multi-dimensional CSR

indicators for the largest coverage of the French market. Infinancials gives comprehensive financial

data and ThomsonOneBanker ownership structure. After matching, 91 among the 120 largest French

listed companies (SBF120) make up the sample for 461 firm-level observations over the 2006-2011

period. Tables 9 and 10 (Appendix A) provide the definition of variables.

3.1 Board variables

Ethics&Boards provides board composition and board-related information for directors such as status

(insider, independent, or employees’ representative) and functions (Chairman and CEO). The database

includes individual characteristics such as gender, nationality, date of birth, and previous and actual

professional activities. The missing information has been completed by hand collection from annual

reports and internet researches. Table 1 presents board descriptive statistics.

————– Insert Table 1 ————–

Panel A presents board control variables. French firms can choose between one tier (79%) and two

tiers boards (supervisory boards, 21%, dummy variable) (see Belot et al., 2014) impeding the CEO

bargaining power regarding CSR decisions (Rhoades et al., 2001; Shaukat et al., 2016). The average

age of directors (59 years in the sample) enables to take into account the moral and CSR concerns

among directors (Post et al., 2011). Board size (on average 12) reflects the cost of coordination be-

tween directors in the decision-making process (Yermack, 1996). Board diversity may impact CSR

commitment (see Bear et al., 2010; Harjoto et al., 2015; Rao and Tilt, 2016). Women (11%) may

be more pro-social than men and focus more attention on CSR (Wang and Coffey, 1992). Foreign-

ers (23%) with different cultural and educational backgrounds may be more or less sensitive to CSR

issues than French directors (Post et al., 2011). A CSR committee (dummy variable, 12%) may be

a signal towards the stakeholders to highlight firm commitment (Eberhardt-Toth, 2017) as well as a

way to improve the management of such issues (Mallin and Michelon, 2011; Dixon-Fowler et al., 2017).
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3. DATA Board and CSR commitment

Panel B provides descriptive statistics for monitoring and entrenchment abilities defining the share-

holder perspective of board composition (Adams et al., 2010). The share of insiders, with an average

of 10%, is the proxy for CEO’s entrenchment ability (Harjoto and Jo, 2011). The monitoring abil-

ity is defined by the share of independent directors (according to AFEP/MEDEF French code of

corporate governance2) and the separation of Chairman and CEO positions (dummy, 29%) (Shaukat

et al., 2016). On average, there are 10% of insiders, 39% of affiliated and 51% of independent directors.

According to Post et al. (2002), a director may be a representative of intern stakeholders (share-

holders, executives and employees), direct outside stakeholders (business and support stakeholders), or

indirect outside stakeholders (Non-Governmental Organizations, environmental activists...). The in-

siders represent the executive managers and the employees’ representatives the other workers. Business

directors, representing the customers and suppliers, are defined as industry expert non independent

directors. Support directors, representing the interests of banks and capital suppliers, are exclusively

financial expert directors. Finally, extern directors, who represent other outside stakeholders (envi-

ronmental activists, community), are defined as independent directors without any financial expertise

as suggested by Johnson and Greening (1999); Cho et al. (2017). The reference group is made up by

directors who represent blockholders (i.e. non-independent and non-expert directors). The board is

made up by 4% of shareholders, 10% of insiders, 4% of employees, 19% of business directors, 32% of

support directors and 30% of extern directors (Panel C).

3.2 CSR commitment indexes

CSR commitment indexes are defined as a comparative measure of firm policy (guide lines) and ac-

tions (tools,...) with respect to the industry average practices in the three CSR dimensions, covered

by extra-financial agencies: social, environment and societal. A firm is qualified as a CSR leader

(dummy) if its commitment is stronger than the average industry commitment. This study is based

on Vigéo and Asset4 extra-financial ratings, two leading agencies in Europe. Vigéo and Asset4 are

complementary because they differ in three folds (Escrig-Olmedo et al., 2010; Chatterji et al., 2016):

the CSR theorization, the nature of scores and the methodology of aggregation (commensurability).

Vigéo uses analysts’ knowledge in addition to public information to rate firm behavior. Vigéo takes

also into account the differences across industry to select the most relevant criteria, whereas Asset4

applies the same criteria across industry. There are 265 observations for Vigéo and 424 for Asset4

respectively covering 91 and 80 single firms over the 2006-2011 period.
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3. DATA Board and CSR commitment

Vigéo measures firms’ CSR commitment in 6 main dimensions (Community Involvement, Corpo-

rate Governance, Customers and Suppliers, Environment, Human Resources, and Human Rights) with

38 criteria. Each criterion evaluates how firms address the related CSR issue in terms of leadership

(integration into the strategy, objectives...), implementation (means to achieve the objectives) and

results. Table 11 (Appendix B) gives more information about the CSR issues that are covered by

each dimension. Vigéo provides in particular industry-adjusted ratings that rank firms, depending

on their practices, in 5 levels according to a normal distribution. Our dimensional CSR commitment

indexes are 3 dummy variables which take the value 1 if firm rating in the related dimension is above

3 and 0 otherwise (HR -human resources- for social dimension, ENV for environment, C&S - customer

and supplier- for societal dimension). For the global CSR commitment, a firm is considered as a CSR

leader (dummy equal to 1) if firm adopts at least the average behavior (level 3) in each CSR dimension

and a stronger commitment above the average (level 4) in at least 2 dimensions.

Asset4 measures CSR commitment in 18 categories with 900 individual data points and firms’

250 Key Performance Indicators (KPIs). Here, the extra-financial score (between 0 and 100) is the

z-score of the firm, relative to the Asset4 universe based on the equally weighted KPI scores. Table

12 (Appendix B) provides more details. The CSR commitment indexes are 3 dummies which take

the value 1 if firm score is above the industry and year average score in either Social (Ind Social),

environment (Ind Env) and societal (Ind Societal). The global CSR performance is a dummy which

takes 1 if the average score of social, environmental and societal scores is higher than the industry

and year average score.

————- Table 2 ————-

Table 2 presents the descriptive statistics of CSR commitment indexes. On average, according to

Vigéo’s ratings, there are 52% of leaders in CSR, 66% of social leaders, 51% of environmental leaders

and 44% of societal leaders. According to Asset4, there are 61% of leaders in CSR, 59% in social, 63%

in environment and 60% in societal.

Table 13 (Appendix C) shows the Spearman correlation matrix for some board variables and CSR

commitment indexes. CSR commitment indexes are significantly positively correlated between each

other, around 0.4 within the same data set and from 0.13 to 0.37 between data sets. Both data sets

provide different information. From the shareholder perspective, the share of independent directors
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is positively correlated with each CSR commitment indexes whereas the insiders are negatively corre-

lated except with environmental one. From the stakeholder perspective, the shares of extern directors

and employees’ representatives are positively correlated with CSR commitment indexes whereas the

share of business directors and insiders negatively correlated, except with environmental commitment

indexes. The correlations partly support the stakeholder conflict resolution hypothesis (H2).

3.3 Control variables

————— Insert Table 3 —————

Similar to Harjoto and Jo (2011), control variables are introduced in the econometric model: in-

dustry dummies in order to take into account different CSR pressures and industry issues (legal,

competitiveness on the market, contestability...), operating performance with the return on assets

(ROA) to control for reverse causality (Garcia-Castro et al., 2009), firm size measured by the loga-

rithm of the total number of employees (Nb Employees) to control for market visibility (Margolis and

Walsh, 2001), the leverage by total debt on equity and firm risk by the volatility of stock prices to

control for financial constraints (Margolis et al., 2011). Two complementary control variables may

play a significant role: the Research&Development investment proxied by the ratio of the R&D to-

tal expenditures on the total sales (RDonSales) to control for specific innovation ability in terms of

social and environmental attributes (McWilliams and Siegel, 2000), and the advertising investment

measured by the ratio of intangible assets on the total sales to take into account the heterogeneity of

available public information (Elsayed and Paton, 2005). According to the agency theory, the signif-

icant shareholders (large blockholders) may be an important external monitoring factor. They have

indeed more incentives to control the manager and to reduce their opportunism in order to maximize

their own benefits (Shleifer and Vishny, 1997) and to fix the optimal CSR commitment (Oh et al.,

2011; Dam and Scholtens, 2012). The ownership float is then used as an external monitoring proxy.

State-owned firms may be driven by other societal objectives than traditional listed firms. A dummy

“State Ownership” takes the value 1 if French state is a significant blockholders. Firms which belong

to CAC40 (40 largest listed firms) are more likely to be scrutinized by analysts and NGOs regarding

their externalities (Margolis and Walsh, 2001). A dummy CAC40 which takes 1 for firms belongs

to CAC40 index, enables to control for this external monitoring factor. Business cycles are taken

into account by year dummies. Table 3 presents the descriptive statistics of firm characteristics. Ten

percent of firms have public ownership and the ownership float is around 35%. CAC40 index is over

represented with 41% of the observations. The other variables do not show any specific pattern.
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3.4 Methods

A probit analysis enables to evaluate firms’ propensity to commit to each CSR dimension more than the

industry average firm regarding board and firm characteristics. The model to explain CSR commitment

indexes is written as follow:

P (CSRi,t+1 = 1|Bi,t, Zi,t, Xi,t) = α+ βBi,t + γZi,t + ζXi,t + µt + δi + εi,t (1)

Where CSRi,t+1 is a dummy equal to 1 if firm i’s policy in the specific CSR dimension is better

than the average industry policy during the year t + 1 and 0 otherwise, Bi,t are the variables of

interest (monitoring and entrenchment variables or stakeholders representation), Zi,t are board control

variables (shares of women, foreigners, log of board size), Xi,t firm control variables (log of number of

employees, leverage, R&D investment on Sales, Advertisement, ROA, CAC40, ownership structure),

µt the year fixed effect, δi the industry fixed effect and εi,t is the error term. Board and firm control

variables are lagged of one year to take into account the delay between decisions made by the board

and consequences in the firm outcome. Board size and number of employees are transformed by a

logarithm to avoid any bias from outliers. The regression are clustered at the firm level in order to

take into account correlation of error terms within firm observations.

4 Results

4.1 Shareholder perspective on the link between CSR commitment and board

composition

In this section, board composition is analyzed from the shareholder perspective. The entrenchment

ability is proxied by the share of insiders and the monitoring ability by the share of independent

directors and the separation of chairman and CEO positions. Table 4 and 5 present the results by

CSR dimensions from Vigéo’s and Asset4’s data sets.

——————— Insert Tables 4 and 5 ———————

On Table 4 (Vigéo), except for environmental commitment (model 3), there is a negative corre-

lation between the share of insiders and CSR commitment index at a 1% level. The link between

the share of independent directors and performance is negative but non significant and the separation

between chairman and CEO positions is positively related and significant only for human resources.

On Table 5 (Asset4), there are positive and significant relationships between the share of independent
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directors and being a leader in CSR and social dimension at 1% level, and in societal dimension at

10% level. Entrenchment ability and the separation of chair and CEO positions are not significantly

related with CSR commitment. These results support the stakeholder conflict resolution hypothesis

for social and societal dimensions (H2A) whatever the extra-financial information providers. However,

in both cases (Vigéo and Asset4), environmental commitment index is not significantly correlated with

any entrenchment or monitoring ability. The results remain inconclusive for environmental dimension

regarding our set of hypotheses.

The average marginal effect provides the potential average impact of board composition change.

From Vigéo ratings, a 10% increase of insider share (one extra-director) is related with a 12% de-

crease of the propensity to be a CSR leader, 13% for human resources and 11% for customer and

suppliers. The result suggests that the departure of one insider may significantly increase the chance

to be a CSR leader. From Asset4 ratings, a 10% increase of independent share (one independent

director) is related to a 7% increase of the propensity to be a CSR leader, 8% to be a social leader and

5% to be a societal leader. The marginal effect of an independent director is lower than the previous

effect of an insider, possibly due to a higher share of independent directors (decreasing marginal effect).

Other control variables are positively correlated with CSR commitment indexes. In particular,

having a CSR committee is positively related to being CSR leader at least according to Vigéo ratings,

suggesting that CSR committee is a signal of larger commitment. CAC40 firms are more likely to com-

mit to CSR, except for customer and suppliers. It is consistent with the visibility hypothesis (Margolis

and Walsh, 2001). State-owned firms are more likely to commit to community involvement. Ownership

float is positively related to CSR commitment indexes according to Asset4 assessment, especially for

social and environmental dimensions. Finally, board diversity is not significantly related to CSR per-

formance in contrast with Bear et al. (2010) and Harjoto et al. (2015) that show a positive correlation.

Board diversity may be then less discriminant among firms to tackle CSR issues in the French context.

As conclusion, engaging in societal or social dimensions may be driven by the stakeholder conflict

resolution motivation (H2A) rather than an opportunistic behavior from the management (H1A).

At the aggregate level, the same motivation seems to dominate the overall CSR commitment. CSR

may become now a mainstream strategy, and the entrenchment strategy through a specific CSR

commitment may not be anymore very efficient, especially thanks to the growing compulsory CSR

disclosure (Lattemann et al., 2009). Consistent with the previous literature (Harjoto and Jo, 2011;
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de Villiers et al., 2011; Post et al., 2011), the results suggest that good corporate governance practices

and social and societal commitments are positively related. However, environment commitment is

not related with board composition from the shareholder perspective contrary with the main results

on the US cases (for example Post et al., 2011). It may be due to the French stakeholder-oriented

corporate governance model.

4.2 Stakeholder perspective on the link between CSR commitment and board

composition

CSR is a way to answer some stakeholders’ demands beyond the shareholders’ interests (Post et al.,

2002) and the stakeholders may be represented inside the boardroom (Hillman et al., 2001). Six

different stakeholder representatives have been highlighted: shareholders’ representative, insiders, em-

ployees’ representatives, business directors, support directors, and extern directors. The stakeholder

representation variables included in the probit model are the share of each stakeholder director type.

The proportion of shareholders’ representatives is taken as the reference. Both Vigéo and Asset4

commitment indexes are used as dependent variables.

On Tables 6 and 7, the uneven models make the assumption of a linear relation with the propor-

tion of each stakeholder’s representative whereas the even models make the assumption of a non-linear

relationship with these variables. The coordination cost among stakeholders’ directors may indeed be

a determinant trigger of directors’ effectiveness inside the boardroom (de Villiers et al., 2011; Chang

et al., 2017)3. This hypothesis is tested by introducing the square of the share of each stakeholder

director type. This issue is more important from a stakeholder perspective because there is an impor-

tant heterogeneity of board composition among firms.

——————– Insert Tables 6 and 7 ———————

The CSR commitment index according to Vigéo is positively correlated with the share of em-

ployees’ representatives (see model 1, Table 6) and the share of business directors at a 10% level. A

10% increase of the proportion of employees’ representatives (business directors) is related with an

24% (9%) increase of the probability of being a CSR leader. Even there is no causal direction, this

correlation suggests that CSR policy may target the employees and direct strategic stakeholders. The

hypothesis 2B (stakeholder conflict resolution) is accepted for direct stakeholders. The non-linear

model (model 2) highlights a non-linear negative correlation for the business directors suggesting a

coordination problem among directors when their share is increasing. This model shows also a neg-
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ative correlation with the share of support directors for the low share of support directors. Support

directors, who represent the financial industry (ie bank, insurance), seem to reduce the commitment

in CSR, suggesting an antagonism between CSR commitment and financial objectives. For extern di-

rectors, there is a positive non-significant relation. From the stakeholder perspective, engaging in CSR

may exacerbate conflicts with support one but reduce conflicts with the other strategic stakeholders.

We need to investigate each CSR dimension in order to validate or reject the hypothesis.

For social dimension, the linear model (model 3) shows a positive correlation, at a 1% level, with

the shares of employees’ representatives, business directors, support and extern directors. The more

employees’ representatives, business directors, support directors or extern directors there are, the more

firm is likely to invest in social dimension. Their average marginal effects related to an 10% increase

of those shares are respectively 26 %, 14%, 15% and 10%. Hypothesis 2B related to CSR as a way

to reduce conflicts with stakeholders is clearly accepted for social dimension. By allowing non-linear

relationships (models 4), the shares of employees’ representatives, business and extern directors are

significantly positively linearly and negatively non-linearly correlated at 1 % (or 10%)) level with social

commitment index. The non-linear pattern suggests that an increasing share of stakeholders’ repre-

sentatives may weaken their action due to coordination problem for example. Social dimension is very

consensual among stakeholders because it may benefit to any stakeholder: to the employees through

the improvement of working conditions and career development, to business stakeholders thanks to

the supply chain development and functioning, to support ones by improving productivity and cash

flow and to other outside stakeholders tanks to the satisfaction of ethical and moral values. Only

shareholders and insiders seem to be financially hurt by social commitment.

For environmental dimension, the linear model (model 5) explaining the commitment by the stake-

holder board composition shows only a 10% positive correlation with the representation of employees

inside the boardroom. The non-linear model (model 6) highlights a positive linear and a negative non-

linear correlation with the proportion of employees’ representatives. The non-linear pattern might be

viewed as a coordination cost among employees’ representatives. A 10% increase of the proportion of

employees’ representatives is related with an 25% increase of the propensity to be an environmental

leader. This strong result suggests that environmental commitment may help to resolve conflicts with

employees. Consistent with the increasing literature about the role of environmental commitment

in employees’ motivation and productivity (see Lanfranchi and Pekovic, 2014; Delmas and Pekovic,

2013), employees may be very sensitive to environmental friendly firms. Nevertheless, the model 8
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also shows a negative linear and a positive non-linear correlations with the share of support directors

at a level of 1%. The marginal effect of business, support directors and extern directors are negative

but insignificant. Environmental commitment may exacerbate conflicts with the other stakeholders.

The stakeholder conflict resolution hypothesis is only partly accepted (H2B).

For societal dimension, the linear model (9) explaining the customers and suppliers (business) com-

mitment by stakeholder board composition does not show any significant result. However, by allowing

non-linear relationships (model 10), the proportion of business directors and employees’ representa-

tive are positively linearly and negatively non-linearly correlated with societal commitment intensity.

These results support that C&S commitment may reduce conflicts within the supply chain (customers

and suppliers) and inside the firm. However, the decreasing slope tends to highlight the increasing

coordination cost between directors. The average marginal effects for an increase of one business direc-

tors and employees’ representative are 8% and 23%. Societal commitment index supports the conflict

resolution hypothesis for supply-chain stakeholders (employees, customers and suppliers) (H2B).

In contrast with Vigéo perspective, there is no significant linear correlation between the shares of

any stakeholder director type and CSR commitment indexes from Asset4’s ratings. The non-linear

models present some significant correlation. The share of employees’ representatives is positively and

negatively non-linearly correlated with environmental commitment index like for Vigéo data. For

societal dimension, the share of employees’ representative is positively non-linearly correlated with

commitment index. This result suggests that there is a threshold above whom there is a positive effect

of employees’ representatives. Finally, the share of insiders is positively and negatively non-linearly

related with social engagement. The stakeholder perspective on Asset4 suggests that CSR commit-

ment is motivated by reducing conflicts with employees and at some extend business stakeholders.

As conclusion, the evidences show that CSR commitment may be a way to manage stakeholders’

interests. The CEO’s opportunistic behavior hypothesis is indeed rejected for any CSR dimension

(H1B). The stakeholder conflict resolution hypothesis is supported by social and societal dimensions

(H2B). All results are also consistent with the shareholder perspective. Environment dimension seems

to exacerbate conflicts with some stakeholders and to only reduce conflicts with employees or business

stakeholders. In this case, the stakeholders’ conflicts resolution hypothesis is only partly supported

and may explain the mixed result from the shareholder perspective. We conclude that stakeholders’

interests may converge for social or societal goals but diverge for environmental one. Employees’
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representatives may use CSR as a bargaining power inside the boardroom and as a way to improve

their working conditions and motivation (Lanfranchi and Pekovic, 2014). Business stakeholders may

promote commitment in societal and social dimensions in order to improve the relationships within

the supply-chain. Support directors may be focused on the solvency of firms and their financial perfor-

mances thanks to social commitment. Finally, extern directors are unlikely to protect environmental

goals as we may expect. This latter result is opposite with the findings of Hillman et al. (2001)

and may highlight divergence between the shareholder model and the French stakeholder model of

corporate governance.

5 Discussion

5.1 Robustness checks

Both Vigéo and Asset4 performances validate the same hypothesis for the corporate governance mo-

tivation of CSR commitment. However, the drivers are different: CSR commitment indexes from

Vigéo are negatively related to entrenchment ability whereas Asset4’s CSR commitment indexes are

positively related to monitoring ability. From the stakeholder perspective, only the models explaining

Vigéo’s commitment indexes highlight significant correlations with stakeholder board composition.

Two reasons may explain these differences. First, the sample of firms rated by both agencies are dif-

ferent and lead to inconsistent estimations (selection bias hypothesis). Vigéo and Asset4 do not cover

the same French universe, even if the rating only depends in both case on the overall international

universe. Second, the informational content of both rating agencies are divergent even if similar issues

are analyzed. The difference may reflect the heterogeneity among the extra-financial rating agencies

to measure CSR firm practices and to aggregate information (analysts’ rating versus quantitative ap-

proaches) (Chatterji et al., 2009; Escrig-Olmedo et al., 2010) (informational content hypothesis).

We first run the same regressions on the sub-sample of firms which are rated by both agencies

over the period in order to test the selection bias hypothesis (results available upon request). For

Vigéo data, the results are consistent. The share of insiders is negatively related to social and so-

cietal commitment indexes at the 1% and 10% levels. Environment is not associated with insiders’

representation as previously demonstrated. For Asset4, there is a positive correlation between the

share of independent directors and social commitment index and a negative between the separation

between CEO and chairman position and social commitment index. This latter correlation suggests

that chairman-CEO separation may help to promote social commitment. Only societal commitment is
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not anymore related to the share of independent directors. The results support the stakeholder conflict

resolution hypothesis. From the stakeholder perspective, the regressions show similar relationships as

previously from Vigéo data, especially the significant positive correlations with the share of employees’

representatives, business representatives for social and societal dimensions and the mixed results for

support directors. The stakeholder conflict resolution hypothesis is then accepted. For Asset4, the

analysis is still inconclusive. These results confirm the robustness of our results on the sub-sample of

firms rated by Vigéo and Asset4. There is therefore no selection bias due to the data availability.

In order to test the informational content hypothesis, we regress Vigéo scores on Asset4 scores and

industry and year fixed effects for each dimension. Both sets of scores are comprised between 0 and

100. Year and industry fixed effects are necessary to take into account that criteria and methodology

may change over time, and that Vigéo uses different sets of criteria depending on the firm industry

whereas Asset4 evaluates the same indicators whatever the firm industry (difference in CSR theoriza-

tion, see Chatterji et al. (2016)).

————— Insert Table 8 ————–

Table 8 presents the regression for the 3 dimensions of Vigéo framework. First, the R2s are quite

low (between 33 and 48%) whereas both scores should measure the same issues. Asset4 does not

explain well Vigéo scores and variations, even if we take into account the difference of CSR theo-

rization by industry fixed effects. The discrepancy between Vigéo and Asset4 scores and then CSR

commitment indexes may explain why the results on Vigéo and Asset4 data are not fully similar.

Second, the point estimates of Asset4 score variables are smaller than 1 for each model. An

increase of the social score from the Asset4 perspective is only related to 55% increase of human

resources scores after controlling for year and industry heterogeneities. The environmental score is

related to 43% of the related Vigéo score whereas the societal score is associated with 38% of customers

and suppliers scores. Asset4 scores seem to be more lenient (less stringent) towards firms practices

than Vigéo scores. Indeed, firms go up faster in the CSR commitment scale with Asset4 rating than

with Vigéo rating. It questions the way how extra-financial rating agencies measure CSR practices

and calculate the scores for each dimension (Chatterji et al., 2016). Assuming that the industry

fixed effects capture the CSR theorization effect (the fact that Vigéo and Asset4 differently deal

with industry heterogeneity), the results show that the commensurability of CSR indicators across

extra-financial ratings is quite low. These results are convergent with Chatterji et al. (2016) who
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show the lack of agreement between extra-financial rating agencies on US data, especially Asset4

and KLD. In our framework, the main differences between Vigéo and Asset4 are two folds (Escrig-

Olmedo et al., 2010). On the one hand, both Vigéo and Asset4 diverge about the relevant CSR issues

that a rating agency should evaluate, and the international standards applied as benchmark. For

example, Asset4 does not take into account business behavior issues whereas Vigéo cares less about

diversity issues. Regarding the international standards, Vigéo uses OECD (Organisation for Economic

Co-operation and Development) guidelines or ILO (International Labour Organization) core labour

standards, whereas Asset4 relies on UN (United Nation) Global compact or GRI (Global Reporting

Initiative). On the other hand, both agencies have different way to measure CSR practices. Asset4 uses

as a primary source of information only quantitative or qualitative indicators that are transformed in

z-scores, whereas Vigéo uses the knowledge of analysts to rate CSR dimensions before ranking firms in

the 5 level ratings. The commensurability of CSR indicators across extra-financial ratings is certainly

the main reason to explain the divergent results on the relationships between board composition and

CSR commitment indexes. The informational content hypothesis is therefore validated. It justifies

also the need to use multi-sources of extra-financial information to measure the robustness of our

analysis.

5.2 Endogeneity issues

Simultaneous evolution, endogeneity and causal relationships constitute the major issues in the lit-

erature about corporate governance and firm performances (Adams et al., 2010). In this sens, the

observed correlations between board composition and CSR commitment indexes do not mean a causal

relationship from board composition to CSR commitment. We discuss here the main endogeneity

concerns arisen by the empirical design and the research question.

Simultaneity means that CSR commitment increase and board change, although driven by different

determinants, happen at the same time. Simultaneity reflects then some spurious correlations. Re-

garding board composition, over the period, on SBF120 index, the share of independent directors has

on average increased around 4% over the period relative to the share in 2006, but the share of insiders

decreases around 8%. From the stakeholder perspective, the proportion of employees’ representatives

and business directors have decreased around respectively 13% and 8%, but the support directors

have grown up around 3%. On average, the board composition changes are however very limited, less

than one director per board. There is also no severe temporal trend in the stakeholder representation.

For CSR commitment indexes, there is no temporal trend because the scores or ratings are annual
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normalized evaluation of firm behavior relative to the CSR practices of the whole firm universe. It is

then very unlikely to have simultaneous changes in board and CSR commitment indexes. Moreover,

the 1-year lag between board composition and CSR commitment index variables in the probit model

should induce enough delay to avoid this bias.

Another explanation of the relationships between CSR commitment and board composition could

be the reverse causality; the most committed firms in social, environmental or societal dimensions

could change their board composition afterward to fit with the expected standard of a responsible

corporate governance (for example, independent board) or to send a signal of CSR commitment to-

wards the strategic stakeholders (Post et al., 2002). In particular, employees’ representation inside

the boardroom could be one CSR action to improve the social dialogue with the intern stakeholders

and reflects a better firm commitment regarding social issues. The representation of employees is

mainly driven in our case by other corporate governance determinants. Most of former State-owned

firms have compulsory employees’ representatives (around one third) since the mid 2000’s. Only two

firms appoint for the first time employees’ representatives over the period. It is then very unlikely

that social commitment intensity drives employees’ representation. Furthermore, the French corpo-

rate governance model has been defined for decades by a high share of affiliated directors, including

business directors. CSR commitment is not related to an increase of affiliated directors inside the

boardroom. The reverse causality is therefore not an issue in the French context. To confirm, some

robustness checks have been done with 2-years lag between board composition and CSR commitment

index variables. The results are consistent but the significance levels are lower.

Finally, controlling for endogeneity issue requires either an quasi-natural experiment due to an

exogenous shock or an exogenous instrument variable (Wintoki et al., 2012). Our framework does

unfortunately not allow us to find a better identification strategy. Most of good corporate governance

practices are promoted by code of governance. In the literature, there are few examples of instruments

for board composition variables. Kruger (2010) uses for example the Sarbanes-Oxley regulation as

an instrument for the bargaining power of insiders inside the boardroom. The lack of exogenous reg-

ulation in the French context prevent using such strategy. Furthermore, most of papers instrument

the CSR commitment rather than board composition (Harjoto and Jo, 2011; Jo and Harjoto, 2011;

Ntim and Soobaroyen, 2013). From the stakeholder perspective, we are unaware about the use of

instrumental variables (Hillman et al., 2001).
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6 Conclusion

Despite an extended literature on the relationships between corporate governance and financial perfor-

mance (Adams et al., 2010), the corporate Governance-CSR nexus has received limited attention from

academics. Recent papers have yet investigated the links between board composition, CSR commit-

ment and firm performance (Harjoto and Jo, 2011; Jo and Harjoto, 2011, 2012; Ntim and Soobaroyen,

2013) from the shareholder perspective. In this literature, two main competing hypotheses have been

highlighted to explain CSR commitment from a corporate governance perspective: CEO’s opportunis-

tic behavior and stakeholder conflict resolution. More recently, there is also an new interest for the

stakeholder board orientation (Shaukat et al., 2016) but without investigating the representation of

stakeholders inside the boardroom and the related consequences on CSR commitment intensity (with

the exception of Hillman et al. (2001)). This paper analyzes the relationships between board composi-

tion and CSR commitment intensity from the shareholder and stakeholder perspectives. This specific

empirical design helps to better understand the governance mechanisms behind CSR commitments,

especially if CSR is a way to answer stakeholders’ interests (stakeholder conflict resolution hypothesis).

We show that from the shareholder and stakeholder perspectives, the CEO’s opportunistic behav-

ior hypothesis is rejected for any CSR dimension. Consistent with the stakeholder conflict hypothesis,

we highlight from the shareholder perspective that social and societal commitment intensities are ei-

ther negatively related to the share of insiders or positively related to board independence. From the

stakeholder perspective, the shares of employees’ representatives, business, support and extern direc-

tors are positively related to social commitment. For societal dimension, the positive relationships

are limited to employees and business stakeholders (direct strategic stakeholders). Nevertheless, for

environment, the commitment may help to reduce conflicts within the supply-chain, but may exacer-

bate conflicts with support stakeholders. The shareholder and stakeholder perspectives are consistent

and support the stakeholder conflict resolution hypothesis. But the stakeholder board representation

enables to better understand the bargaining power of each stakeholder inside the boardroom. The

stakeholder board composition appears then as an new promising perspective of research to analyze

CSR commitment.

This paper demonstrates that CSR has to be analyzed as a multi-dimensional concept whom the

determinants could be different or even opposite depending on the CSR dimension. That echoes the

emerging literature about multi-dimensional CSR commitments and financial performance (Cavaco

and Crifo, 2014; Crifo et al., 2016). In particular, according to our analysis, investing in both social
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and societal dimensions help to decrease conflicts with all firm stakeholders. That could explain the

complementary effect of these two commitments on financial performance, demonstrated by Cavaco

and Crifo (2014). In the opposite, engaging in social and environment could exacerbate some conflicts

between stakeholders’ interests, leading to a substitute effect between both commitments on financial

performance Cavaco and Crifo (2014). Merging the literature on board composition, CSR commitment

and financial performance from the stakeholder perspective gives some new promising perspectives to

analyze and understand trade-offs and synergies between CSR practices. These analysis shows also

that non-linear effects should be taken into account in order to understand the relationship between

board composition and CSR performances (de Villiers et al., 2011; Chang et al., 2017). The results

suggest that some coordination problems within the boardroom could happens and may reduce the

effectiveness of stakeholders’ representatives to foster CSR commitment. Finally, the paper shows

that extra-financial ratings from different providers (here Vigéo and Asset4) do not provide the same

information (Chatterji et al., 2016). Even if the results coming from Asset4 and Vigéo are consistent

for the shareholder perspective, the stakeholder perspective remains inconclusive on Asset4 data and

meaningful on Vigéo. Vigéo’s methodology and ratings may be more stakeholder-oriented whereas

Asset4 might be more shareholder-oriented (Escrig-Olmedo et al., 2010).

Due to limited CSR-governance data and the lack of exogenous shock, the main limitation of this

paper is the untreated endogeneity issue between board composition, CSR performances, and finan-

cial performance. Nevertheless, without underestimating endogeneity issue (Harjoto and Jo, 2011),

this paper strategically enlarges the question of Governance-CSR nexus outside the classical CSR-

Governance-Performance framework. Understanding the impact of corporate governance on CSR

commitment could help to better design policy and incentives to promote sustainable firm strategy.

Corporate governance is indeed subjected to an increasing regulation pressure (e.g. gender diver-

sity, employees’ representative law in France) and there is a crucial debate to define good corporate

governance practices in order to manage firm in a sustainable way. From this perspective, this paper

contributes firstly to understand how stakeholders could be recognized inside the boardroom, especially

the employees’ representatives, and how they may influence the decision-making process, especially

in terms of CSR commitment and sustainability management. The shareholder perspective, adopted

by the code of corporate governance, seems to fail to correctly take into account the heterogeneity of

stakeholders’ interests.
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A Variables

Tables 9 and 10 present the definition of variables.

———————– Insert Tables 9 and 10 ———————–

B Extra-financial data

Vigéo is the leading extra-financial rating agency in France and cover the largest spectrum in terms of

firms. Table 11 provides the description of issues covered by each CSR dimension according to Vigéo’s

methodology.

Asset4 is a worldwide extra-financial rating agency providing quantitative and qualitative ESG data.

Table 12 details the criteria used by Asset4 to analyze the social, societal and environmental dimen-

sions.

———————– Insert Tables 11 and 12 ———————–

C Correlation matrix

Table 13 shows the correlation matrix between board variables and CSR commitment indexes.

———————– Insert Tables 13 ———————–

Notes

1Affiliated directors have a business relationship with the firm or the significant shareholders without being executive.

2AFEP, Association Francaise des Entreprises Privees, and MEDEF, MouvEment Des Entreprises de France, are two

professional associations which are representative of private sector at the national level. According to AFEP/MEDEF

recommendations, a director is qualified as an independent if (s)he satisfies the following criteria: (1) Not to be an

employee or executive director of the corporation, or an employee, or director of its parent or a company that it

consolidates, and not having been in such a position for the previous five years; (2) Not to be an executive director of

a company in which the corporation holds a directorship, directly or indirectly, or in which an employee appointed as

such or an executive director of the corporation (currently in office or having held such office going back five years) is a

director; (3) Not to be a customer, supplier, investment banker or commercial banker: that is material for the corporation

or its group; or for a significant part of whose business the corporation or its group accounts; (4) Not to be related by

close family ties to an executive director; (5) Not to have been an auditor of the corporation within the previous five

years; (6) Not to have been a director of the corporation for more than twelve years.

3The non-linear model for shareholder perspective do not provide significant output for our topic. Tables are available

upon request.
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D Tables

Table 1: Board descriptive statistics

Variables Obs Mean Std. Dev. Min Max

Panel A: Board Characteristics
Supervisory Board 461 0.21 0.41 0 1
Board Size 461 12.36 3.46 3 23
Avg Age 461 58.91 4.32 41.91 68.75
Sh of Women 461 0.11 0.09 0 0.44
Sh of Foreigner Directors 461 0.23 0.20 0 1
CSR Committee 461 0.12 0.33 0 1

Panel B: Monitoring and Entrenchment Abilities
Sh of Insider Directors 461 0.10 0.12 0 0.83
Chairman/CEO Separation 461 0.29 0.45 0 1
Sh of Independent Directors 461 0.51 0.21 0 1

Panel C: Stakeholder Representation
Sh of Shareholders’ Representatives 461 0.04 0.07 0 0.50
Sh of Employees’ Representatives 461 0.04 0.08 0 0.39
Sh of Business Directors 461 0.19 0.16 0 0.80
Sh of Support Directors 461 0.32 0.17 0 0.90
Sh of Extern Directors 461 0.30 0.19 0 1

Notes: Table provides the descriptive statistics relative to the board composition:
board size, average age of directors, Supervisory Board dummy, the Chairman/CEO
separation dummy, the shares of each individual characteristic (women, foreigners,
independent -according to the AFEP/MEDEF criteria-, insider -executive directors-,
shareholders’ representatives, employees’ representatives, business, support and ex-
tern directors).
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Table 2: CSR commitment indexes

Variables Obs Mean Std. Dev. Min Max

Measure 1: Vigéo’s Commitment indexes
CSR 265 0.52 0.50 0 1
HR 265 0.66 0.48 0 1

ENV 265 0.51 0.50 0 1
C&S 265 0.44 0.50 0 1

Measure 2: Asset4’s Commitment indexes
Ind CSR 418 0.61 0.49 0 1

Ind Social 418 0.59 0.49 0 1
Ind Environmental 424 0.63 0.48 0 1

Ind Societal 424 0.60 0.49 0 1

Notes: Table reports descriptive statistics for CSR commitment
indexes (dummy variables) based on Vigéo’s and Asset4’s ratings.
The dummies are equal to 1 if firm’s commitment is over the indus-
try average behavior. CSR is the overall CSR evaluation by Vigéo,
HR means Human Resources, ENV Environment, and C&S Cus-
tomers and Suppliers. Ind CSR is the overall CSR evaluation by
Asset4, Ind Social means index for social dimension, Ind Societal
for societal dimension and Ind Env for environmental dimension.

Table 3: Firm descriptive statistics

Variables Meaning Obs Mean Std. Dev. Min Max

Nb Employees Number of employees 461 68894 85943 238 479072
Cac40 Cac40 index 461 0.43 0.50 0 1
State Ownership 1 if state Ownership 461 0.10 0.30 0 1
Ownership Float Ownership Float (>5%) 461 0.34 0.22 0 0.95
Prox Volatility Stock volatility 461 0.49 2.21 0 38.31
RDonSales R&D expenditures on sales 461 0.03 0.05 0 0.36
Advertisment Intangibles assets on sales revenues 461 0.55 0.58 0 7.54
Leverage Debt on equity 461 0.73 1.55 -21.36 8.79
ROA Return On Assets 461 0.05 0.05 -0.31 0.30

Notes: Table displays the descriptive statistics for the control variables. There are the number of employees,
State-owned firm, ownership float, CAC40 index, stock volatility, investments in R&D, Advertisement, the
leverage and the return on asset and equity. State-Owned firm is a dummy which takes 1 if firm has a significant
share of the capital held by State. Ownership float is the share of capital held by significant shareholders (at
least 5% of the shares). Prox Volatility is the stock volatility measured as the standard deviation of the monthly
stock returns over the previous 50 months. RDonSales is the R&D investment on total sales. Advertisement is
measured as total of intangibles assets on total sales. Leverage is equal to total debt over total equity. Return
on assets is equal to the ratio between EBITDA (earnings before interest, taxes, depreciation and amortization)
and total assets.
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Table 4: Propensity to commit to CSR from a shareholder perspective (Vigéo)

Model (1) (2) (3) (4)
Variables CSR HR ENV C&S

Monitoring ability
Sh independents -1.053 0.000 -0.262 -0.647

(0.964) (0.844) (0.951) (0.734)
Chair/CEO separation 0.082 -0.315 0.001 0.485*

(0.290) (0.275) (0.321) (0.257)
Entrenchment ability
Sh insiders -4.439*** -5.529*** -1.435 -3.287***

(1.567) (1.442) (1.209) (1.214)
Board Variables
Supervisory board -0.282 -0.802** 0.269 -0.200

(0.472) (0.397) (0.467) (0.363)
Size of the board (log) -0.692 -0.372 -0.077 -0.692

(0.455) (0.512) (0.396) (0.429)
Sh foreigners -0.588 -0.440 -1.258* -0.984

(0.697) (0.653) (0.707) (0.654)
Sh women -0.974 0.091 -1.679 -0.390

(1.475) (1.273) (1.537) (1.250)
CSR Committee 1.129*** 1.434*** 0.517 0.853***

(0.426) (0.523) (0.341) (0.298)

Marginal effects
Independent directors -0.280 0.001 -0.074 -0.208
Insider directors -1.181*** -1.330*** -0.404 -1.057***

Observations 265 265 265 265
Nb Firms 91 91 91 91
R2 0.317 0.337 0.282 0.174

Notes: Table displays the estimated coefficients of probit analysis for multi-
dimensional CSR commitment indexes regarding board monitoring abilities
and the related marginal effects. CSR commitment indexes are based on Vigéo
extra-financial ratings. (1) These dependent variables are dummies which equal
to one if firms are committed more than the industry-average commitment in
CSR policy or specifically in each CSR dimension, and zero otherwise. The so-
cial dimension is covered by HR (Human Resources); environmental dimension
by ENV (Environment) and societal dimension by C&S (Customers & Suppli-
ers). (2) The independent variables are the share of insiders and independent
directors, the dummy of separation of Chairman and CEO positions. The ref-
erence group of directors is affiliated directors. The control variables are the log
of board size, the share of women and foreigner directors, the supervisory board
dummy, the CSR committee dummy, the number of employees, the leverage,
the ownership float, the CAC40 dummy, the CSR committee dummy, the stock
volatility, the advertisement expenses, the R&D investment, and the return on
asset (3) Probit Models include industry and year fixed effects. (4) Standard
errors are clustered at firm level. (5)***, **, * mark statistically significant
coefficient at the 1%, 5% and 10% levels, respectively.
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Table 5: Propensity to commit to CSR regarding monitoring board abilities (Asset4)

Model (1) (2) (3) (4)
Variables Ind CSR Ind Social Ind Env Ind Societal

Monitoring Abilities
Sh independents 2.528*** 2.863*** 1.090 1.589*

(0.981) (0.868) (0.967) (0.874)
Chair/CEO Separation -0.345 -0.332 -0.065 -0.055

(0.273) (0.250) (0.266) (0.252)
Entrenchment ability
Sh insiders -0.843 0.105 0.585 -0.579

(1.384) (1.192) (1.135) (1.196)
Board Variables
Supervisory board -0.784* -0.079 -0.730* -0.704*

(0.418) (0.377) (0.415) (0.386)
Size of the board (log) 0.523 1.454*** -0.783 0.550

(0.519) (0.522) (0.521) (0.448)
Sh foreigner directors -0.513 0.437 -0.472 -0.202

(1.445) (1.303) (1.378) (1.185)
Sh Women -0.742 -1.151 0.502 -0.882

(0.815) (0.824) (0.817) (0.775)
CSR Committee 0.619* 0.375 -0.421 0.921***

(0.346) (0.301) (0.322) (0.324

Marginal effects
Independent directors 0.658*** 0.824*** 0.255 0.456*
Insider directors -0.219 0.030 0.137 -0.166

Observations 418 418 424 424
Nb Firms 79 79 80 80
R2 0.301 0.242 0.368 0.242

Notes: Using Asset4 data, Table displays the estimated coefficients of the probit
analysis for multi-dimensional CSR commitment indexes regarding board moni-
toring abilities and the related marginal effects. (1) These dependent variables are
dummies which equal to one if firms are committed in CSR policy or specifically
in each CSR dimension (Ind CSR, Ind Social for social, Ind Env for environment
and Ind Societal for societal), and zero otherwise. (2) The independent variables
are the share of insiders and independent directors, the dummy of separation of
Chairman and CEO positions. The control variables are the board size, the share
of women and foreigner directors, the supervisory board dummy, the CSR commit-
tee dummy, the number of employees, the leverage, the ownership dummies, the
CAC40 dummy, the CSR committee dummy, the stock volatility, the advertise-
ment expenses, the R&D investment, and the return on asset. (3) Probit Models
include industry and year fixed effects. (4) Standard errors are clustered at firm
level. (5) ***, **, * mark statistically significant coefficient at the 1%, 5% and
10% levels, respectively.
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Table 8: Informational contents: Vigéo and Asset4

(1) (2) (3)
Variables HR ENV CS

Ind Social 0.551***
(0.058)

Ind Environment 0.433***
(0.053)

Ind Societal 0.381***
(0.051)

Observations 224 228 228
R-squared 0.480 0.409 0.353

Notes: Table displays the regressions of Vigéo scores on As-
set4 scores. (1) These dependent variables are Vigéo scores
(0 to 100) which evaluates CSR firm commitments. The
social dimension is covered by HR (Human Resources) ;
environmental dimension by ENV (Environment) and soci-
etal dimension by C&S (Customers & Suppliers). (2) The
independent variables are the Asset4 scores on social issue
(models 1), on environmental issue (model 2) and societal
issue (models 3). (3) Models include industry and year fixed
effects. (4) Standard errors are clustered at the firm level.
(5) ***, **, * mark the statistical significance at the 1%,
5% and 10% levels, respectively.
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Table 9: Definition of variables

Variables Description

Panel A: Board characteristics Ethics & Boards

Board Size Size of the board
Sh Women Share of women
Sh Foreigners Share of foreign directors
CSR Committee Board committee dedicated to CSR issues
Sh Independent Share of independent directors (according AFEP/MEDEF

code of corporate governance)
Sh Insider Share of executive directors
Supervisory Board Dummy equal to 1 if two tier board
Chair/CEO separation Dummy equal to 1 if chairman and CEO are split
Sh Employees Share of employees’ representatives
Sh Business Share of business’ representatives (outside non-independent

directors with industry expertise)
Sh Supports Share of support directors (directors with financial exper-

tise)
Sh Externs Share of extern directors (independent directors without any

expertise)

Panel B: Firm characteristics Infinancials &Thomson One Bankers

Nb employees Number of employees
CAC40 Index Dummy equal to 1 if firm belongs to the first 40 listed firms

by market capitalization and/or market trade
State Owned Firm Dummy equal to 1 if the French State owns at least 5% of

the equity capital
Ownership Float Share of ownership which is held by significant shareholders

(> 5%)
Prox volatility Stock volatility measures as the standard deviation of the

monthly stock returns over the previous 50 months
RDonSales Research and development expenses on total Sales
Advertisement Total of intangibles assets on total sales
leverage Leverage equal to total debt over total equity
ROA Return on assets equal to the ratio between EBITDA (earn-

ings before interest, taxes, depreciation and amortization)
and beginning-year total assets

Notes: Table describes board and firm variables. Board characteristics are provided by Ethics&Boards.
Firm characteristics are provided by Infinancials, except ownership structure by ThomsonOneBankers.
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Table 10: Description of CSR Commitment indexes

Variables Description Provider

CSR Dummy equal to 1 if CSR ratings (sum of ratings in the 5 dimensions)
is higher than 17 without any CSR dimension below 3

Vigéo
HR Dummy equal to 1 if firm’s Human Resources rating is above 3
ENV Dummy equal to 1 if firm’s Environment rating is above 3
C&S Dummy equal to 1 if firm’s Customer and suppliers rating is above 3

Ind CSR Dummy equal to 1 if firm average score in social, societal and environ-
mental dimensions is above the annual industry average score

Asset4
Ind Social Dummy equal to 1 if firm score is above the annual industry average

score in social
Ind Environment Dummy equal to 1 if firm score is above the annual industry average

score in Environment
Ind Societal Dummy equal to 1 if firm score is above the annual industry average

score in societal

Notes: Table describes the CSR commitment variables. Vigéo and Asset4 are two extra-financial rating
agencies.
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Table 11: Vigéo dimensions and issues

Dimension Issues

Social / Human resources

Promotion of labor relations
Encouraging employee participation
Training and Development
Career management and promotion of employability
Quality of remuneration systems
Improvement of health and safety conditions
Respect and management of working hours

Environment

Environmental strategy and eco-design
Pollution prevention and control
Development of green products and services
Protection of biodiversity
Protection of water resources
Minimizing environmental impacts from energy use
Environmental supply chain management
Waste management
Management of environmental nuisances (pollution)
Management of environmental impacts from transportation
Management of environmental impacts from the use and dis-
posal of products and services

Societal / Customers and suppliers

Product safety
Information to costumers
Responsible contractual agreement
Integration of CSR in purchasing process
Sustainable relationship with suppliers
Integration of CSR factors in the supply chain
Prevention of corruption
Prevention of anti-competitive practices
Transparency and integrity

Notes: Table gives the main issues analyzed by Vigéo in the various CSR dimensions.
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Table 12: Asset4 dimensions and issues

Dimension Issues

Social

Employment Quality Providing high-quality fair employment benefits and
job conditions (long-term employment, trade unions)

Health & Safety Providing a healthy and safe workplace
Training and Development Providing training and development (education)
Diversity and Opportunity Maintaining diversity and equal opportunities regard-

less of gender, age, ethnicity, religion or sexual orien-
tation and creating an effective life-work balance and
a family friendly environment

Environment
Emission Reduction Reducing environmental emission in the production

and operational processes (air emissions, waste, haz-
ardous waste, water discharges) and the related envi-
ronmental impacts (biodiversity)

Resource Reduction Achieving an efficient use of natural resources in the
production and in the supply chain management.

Product Innovation Supporting the research and development of eco-
efficient products or services and creating new market
opportunities

Societal
Human Rights Respecting the fundamental human rights conventions

(freedom of association and excluding child, forced or
compulsory labor)

Community Maintaining the company’s reputation within the gen-
eral community (local, national and global) as good
citizen (philanthropy), protecting public health and
respecting business ethics (avoiding bribery and cor-
ruption)

Product Responsibility Creating value-added products and services uphold-
ing the customer’s security (health and safety,integrity
and privacy, information and labeling)

Notes: This table gives the main issues analyzed by Asset4 in the various CSR dimensions.
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