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ABSTRACT. We propose that corporate directors are

important in helping organizations deal with two major

issues of stakeholders. First, directors can help manage the

interests of organizational stakeholders, and second, they

assist in protecting the interests of their organizations as

stakeholders in society. Their contribution can be con-

ceptualized as the directors’ roles in corporate social

responsibility (DR-CSR). We identify two types of DR-

CSR, organization-centered and society-centered roles.

Based on a study of 120 corporate directors, we observe

that the more concern that corporate directors have for

stakeholders, the more likely that they will perceive the

need to perform their DR-CSR effectively.
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There is currently a rich body of literature that

addresses the various issues related to the stake-

holders of organizations (e.g., Brenner and Cochran,

1991; Chen, 2011; Clarkson, 1995; Donaldson and

Preston, 1995; Freeman, 1984; Frooman, 1999;

Gioia, 1999). But to what extent does corporate

governance matter in the management of stake-

holders by business organizations? Why and how do

corporate directors matter when business organiza-

tions manage their stakeholders? What about the

roles of these directors in protecting the interests of

their organizations as stakeholders in the society? In

answering these questions, this article attempts to fill

the gap in management literature by identifying as

well as analyzing this important issue of directors’ roles

in corporate social responsibility (DR-CSR).

In this article, a framework is developed for

analyzing the various types of DR-CSR in enhanc-

ing and protecting the interests of the stakeholders of

their organizations, and at the same time, fostering

the well-being of their own organizations as stake-

holders in the society. Corporate directors are en-

trusted with the roles of leaders of their organizations

and can act as the formal link among the share-

holders, non-owner stakeholders, and the managers

of a firm (Freeman, 1984; Pye and Pettigrew, 2005;

Roberts et al., 2005). Corporate directors’ social

responsibility roles (DR-CSR) refer to the actions

taken by these directors in producing or inducing

organizational, social and public policy outcomes

that are favorable to the firm’s continued survival

and economic success (Hillman and Hitt, 1999;

Keim and Baysinger, 1988). Aiming at public insti-

tutions that have the power to produce public policy

outcomes, some of these DR-CSR are intended to

align the interests of an organization and its stake-

holders (Galbraith and Kazanjian, 1986). DR-CSR

are intended to enhance sustainable competitive

advantages of business organizations through effec-

tive interaction with stakeholders (Atkinson et al.,

1997; Galbraith and Kazanjian, 1986).

Two types of DR-CSR are identified, organiza-

tion-centered and society-centered. The first type of

DR-CSR, which includes the direction-setting and

guardian roles, is about the handling of the stake-

holders of business organizations. The second type of

DR-CSR is about the positioning as well as the

networking of organizations as stakeholders in the

society and includes the social networking and social

participation roles. Based on the interaction of these

roles, it is posited that corporate directors, who

perceive that they need to take care of the stake-

holders of their organizations, are more likely to

favor enhancing the image and protecting the

interests of their organizations as stakeholders in the

community. A study of 120 corporate directors in

Hong Kong was carried out and the results support

the propositions.

Journal of Business Ethics (2011) 103:385–402 � Springer 2011
DOI 10.1007/s10551-011-0870-5



This study contributes to the literature by identi-

fying four major types of DR-CSR and their cor-

responding importance in enhancing the need for the

effective management of an organization’s stake-

holders, as well as the need of protecting the interests

of the organization as a stakeholder in the society.

Concern for stakeholders

Stakeholder theory

The theoretical framework of this article is based

primarily on stakeholder theory. Stakeholder theory

of the firm proposes that the nature of an organiza-

tion’s stakeholders, their values, their relative influ-

ence on decisions and the nature of the situation are

all relevant information for predicting organizational

behavior and outcomes (Brenner and Cochran, 1991;

Frooman, 1999; Gioia, 1999). The objectives of a

corporation can only be achieved by protecting and

balancing the interests of these different groups of

stakeholders (Clarkson, 1995; Gioia, 1999). The

pluralistic nature of stakeholder theory is based on

the notion that there are many groups in society

besides owners and employees to whom the corpo-

ration is responsible (Freeman, 1999; Jawahar and

McLaughlin, 2001). As a descriptive theory, stake-

holder theory has been used to describe the nature of

the firm (Brenner and Cochran, 1991; Clarkson,

1995; Jawahar and McLaughlin, 2001), management

of corporations (Halal, 1990), and with more rele-

vance to this article, how board directors think about

the interests of corporate constituencies (Wang and

Dewhirst, 1992). From an instrumental perspective,

the theory is used to identify the connection between

stakeholder management and the achievement of

corporate social responsibility (Kotter and Heskett,

1992; Marcus, 1993). In this respect, the theory can

be regarded as a perspective of the firm that focuses

on the question of which stakeholders deserve or

require management attention (Freeman, 1994;

Donaldson and Preston, 1995; Mitchell et al., 1997).

Concern for stakeholders

The concern for stakeholders by organization

leaders is expected to have a significant influence

on the formulation and implementation of a firm’s

strategy (Collis and Montgomery, 1995; Frooman,

1999). Such a concern will also have significant

impact on how the strategies an organization uses

to deal with multiple stakeholders will change as

the organization evolves through the stages of

formation, growth, maturity, and decline or revival

(Clarkson, 1995; Scott and Lane, 2000; Thompson

and Hood, 1993). This will provide a relevant

framework for assessing the roles, rights, responsi-

bilities, and legitimacies of different actors in the

interaction between organizations and their envi-

ronment (Cummings and Doh, 2000; Donaldson,

1990; Harrison and Freeman, 1999). The concern

for stakeholders by corporate directors has some

important implications for corporate governance.

Corporations can be more responsive to the

interests of society as a whole by incorporating the

participation of stakeholders in their boards of

directors (Wang and Dewhirst, 1992; Hung, 1998).

The stakeholder approach to the role of the gov-

erning board expects the organization leaders, such

as corporate directors, to negotiate and compromise

with stakeholders in the interest of the corporation

(Freeman, 1984).

Stakeholders of organizations

Stakeholders are groups of people who have an

interest in the activity of a certain entity, such as an

organization, a local community, a society or a

certain social movement (Brenner and Cochran,

1991; Freeman, 1984; Hill and Jones, 1992;

Donaldson and Preston, 1995; Donaldson, 1990;

Mitchell et al., 1997; Thompson and Hood, 1993).

According to stakeholder theory, an organization’s

survival and continued success depends upon the

ability of its management to create and maintain

sufficient wealth, value, or satisfaction for all primary

stakeholder groups (Clarkson, 1995; Frooman, 1999;

Jones and Wicks, 1999). Atkinson et al. (1997) de-

fine two groups of stakeholders: environmental

(customers, owners, and the community) and pro-

cess (employees and suppliers). In a similar vein,

Clarkson (1995) identifies two types of stakeholders,

primary stakeholders, which include the company

itself, employees, shareholders, customers, and sup-

pliers, and secondary stakeholders, which include the
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media and various special interest groups. The gen-

eral public, in many cases, are also considered as

relevant stakeholders (Brenner and Cochran, 1991;

Buchholz, 1993; Donaldson and Preston, 1995;

Freeman, 1999; Hill and Jones, 1992).

Organizations as stakeholders

Being a constituent part of the society, a business

organization is affected by the political environment

in which they operate (Kotter and Heskett, 1992).

Society, in this context, refers to the political system

that prevails in the external environment of an

organization (Mattingly, 2004). In order to secure

sustainable competitive advantages, an organization

needs to mobilize its resources to undertake cer-

tain actions for effective interaction with the politi-

cal, social, and legal environment (Mahon, 1989;

Mattingly, 2004). Through planned choices in spe-

cific actions, organizations will strive to influence

the politically relevant elements of its external

environment (Lord, 2000; Maitland, 1985). Scholars

have long noted that most business’ political activi-

ties have focused on fostering specific public policies

on inter-firm competition in their favor, rather than

on exerting and maintaining the influence of the

organizations as stakeholders of the society on gen-

eral government policies (Gale and Buchholz, 1987;

Vogel, 1996).

As stakeholders of the society, an organization is

facing three broad types of regulations, namely, anti-

trust (e.g., merger, acquisitions, predatory pricing),

economic (e.g., licensing, pricing) and social regu-

lations (e.g., safety, pollution control, labor relations)

(Hillman et al., 1999; Walters, 1993). Although the

stakeholder theory is primarily about the stake-

holders of a firm, it can also be used to analyze the

interaction between organizations and their envi-

ronment (Egri, 1999; Starik, 1995; Trevino and

Weaver, 1999). Organizations themselves are also

stakeholders of the social system they are facing.

Stakeholders of the society include business organi-

zations, academia, media, representative bodies, civil

and social organizations, and the general public that

will be affected by the policies or decisions made by

the government (Burt, 1983; Hillman et al., 1999;

Mattingly, 2004).

Social responsibility roles of corporate

directors

Roles of boards of directors

Corporate directors and their boards, as boundary-

spanning and control units, have an important role in

regulating exchanges of information and resources

across boundaries (Middleton, 1987). Zahra and

Pearce (1989) identify three sets of interrelated roles

played by governing boards: strategy, control and

service. The first role is to formulate and disseminate

corporate goals and policies as well as the allocation

of the resources necessary to implement the board’s

strategies. The second role is corporate control,

which includes monitoring and rewarding executive

action and performance. The third role is related to

the institutional function of governing boards, which

includes representing the organization’s interest in

the society, linking the firm with its external envi-

ronment, and securing critical resources (Zahra and

Pearce, 1989).

A board of directors can play a particularly

important and direct role in influencing strategic

changes, especially when an organization is at its

early stage of development or it is encountering crisis

(Aguilera and Jackson, 2003; Fennell and Alexander,

1987). It is the objective of a governing board to

justify and sustain its role as the corporate leader and

to govern the organization by appropriate processes

of strategic planning (Forbes and Milliken, 1999).

Some scholars observed that managers, researchers,

and policy-makers would need to direct their

attention to the role of corporate boards as the core

decision-making body that formulates corporate

policies (e.g., Hung, 1998; Kassinis and Vafeas,

2002).

Recent empirical studies show that not all roles of

corporate directors are the same (e.g., Pye and

Camm, 2003). Based on in-depth interviews with

company directors, Roberts et al. (2005) observed

that traditional theoretical divisions between control

versus collaboration models of the board might not

adequately reflect the lived experience of directors

on the board. It is argued that the individual per-

ception of corporate directors regarding how they

are supposed to fulfill their roles is an important issue

that needs to be addressed and analyzed. Hypotheses
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in relation to this perception will be made later in

this article.

Corporate social responsibility roles of directors

Stated in very pragmatic and managerial terms,

corporate social responsibility (CSR) refers to the

need that a ‘‘CSR firm should strive to make a

profit, obey the law, be ethical, and be a good

corporate citizen’’ (Carroll, 1999, p. 289). In gen-

eral, all deliberate attempts of an organization to

influence its social responsibility decision-making are

described as its corporate social responsibility actions

(Getz, 1997). To some extent, these actions can be

viewed as tools for business organizations in meeting

social expectations, if such actions can result in

organizational outcomes that can affect the social

perception in favor of the organization (Chen and

Bouvain, 2009; Marcus, 1987; Mitnick, 1993;

Wood, 1986). As such, this type of social responsi-

bility action is useful in aligning the demand of the

external social environment and the organizational

resources and capabilities (Galbraith and Kazanjian,

1986). An example of such action is offering personal

service in the public sector, which refers to the case

of having a firm representative serving in some

social, trade or professional organizations, or partic-

ipating in social charity activities (Hillman et al.,

1999).

In the same way firms attempt to respond to their

external environments with social activities, corpo-

rate directors can help their firms through appro-

priate social responsibility actions (Boddewyn, 1988;

Carter, 1990; Hrebiniak and William, 1985). Cor-

porate directors’ social responsibility roles (DR-

CSR) refer to the roles of directors when they take

up corporate social responsibility action to produce

or induce organizational, social and public policy

outcomes that are favorable in meeting the expec-

tation of their stakeholders (Hillman and Hitt, 1999;

Keim and Baysinger, 1988). These roles can be

regarded as a stream of board-level decisions that can

induce an integrated set of activities intended to

produce social outcomes favorable to the firm’s

alignment of its interest with that of the society

(Hillman et al., 1999; Keim and Baysinger, 1988).

Two related issues of stakeholders in relation to

organizations are identified: stakeholders of organi-

zations and organizations as stakeholders. The

DR-CSR related to the first issue is described as

organization-centered roles, and the latter DR-CSR

as society-centered roles. A typology of DR-CSR is

shown at Figure 1.

Corporate Directors 

Managing the interests of the 
stakeholders of the organization 

 (Organization-centered roles) 

Enhancing the participation of the 
organization as a stakeholder in the 

society 
(Society-centered roles) 

Direction-setting 
Role 

(Performance 
Dimension)

Guardian Role 

(Conformance 
Dimension)

Social 
Participation 

Role 
(Outer circle)

Social 
networking Role 

(Inner circle)

Figure 1. A typology of the corporate social responsibility roles of directors.
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Organization-centered DR-CSR

Two basic dimensions of the organization-centered

DR-CSR are identified. The first dimension is about

the fundamental, and sometimes contract-based,

relationship between the organizations and their

stakeholders. The second dimension is about how

organizations will have a clear vision of the future and

a plan for realizing such a vision. These two

dimensions are described as conformance and per-

formance dimensions, respectively (Tricker, 1994).

The separation of roles into ‘‘conformance’’

and ‘‘performance’’ may not often appear so clear

(Roberts et al., 2005). However, there is a basic

difference between these two dimensions in the

sense that the conformance dimension is about

setting and implementing control mechanisms to

ensure that the protection of the interests of stake-

holders is in place and effective. Along this dimen-

sion, a guardian role, which is about the monitoring

of the implementation of the stakeholder policies,

can be identified. On the other hand, the perfor-

mance dimension is about how corporate directors

design and implement strategies for their organiza-

tions, in addition to the basic requirement of mon-

itoring the routine works of managers. This role is

related to direction-setting, which is about the

development of the vision, direction, ideals, and

future of the organization in relation to its stake-

holder policies. The relationship between concern

for stakeholders and various DR-CSR is shown in

Figure 2. More explanations will be given when the

hypotheses in relation to DR-CSR are discussed in

the following paragraphs.

Perceived 
Importance of Social 

networking role 

Perceived 
Importance of Social 

Participation role 

Perceived Importance of 
Guardian role 

H1 

H4 H3 

H5 H6 

H2 

Concern for 
stakeholders 

Corporate  
Directors 

Perceived Importance of  
Direction-setting role 

Figure 2. Operationalized hypotheses based on the relationship between the concern for stakeholders and social

responsibility roles of corporate directors.
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Direction-setting role

The direction-setting role is closely related to active

action and performance dimension. It is very often re-

garded as the principal role of corporate directors and

can be used as the defining characteristic of their boards’

endeavor, the role which separates the work of the

board from that of management (Colella, 2001; Stiles

and Taylor, 1996). Miller (1992, p. 13) proposes that

governing boards should ‘‘govern the company’s affairs

and in this connection establishes the overall framework

of its aims, objectives and strategies, and also establishes

the policies within which it is required to operate’’.

Management scholars in general agree that corporate

directors should be actively involved in the determi-

nation of the future direction of the company (e.g.,

Brenner and Cochran, 1991; Demb and Neubauer,

1992; Lorsch and Maclver, 1989; Mileham, 1995).

Through an in-depth examination of 51 directors and

121 company secretaries of UK public companies, Stiles

(2001) observed that directors could influence the

boundaries of strategic actions of corporations.

Concern for stakeholders is very important for cor-

porate directors to play effectively a direction-setting

role. For instance, a firm can meet the stakeholder de-

mand for reducing pollution, either by installing filtering

equipment, or re-designing their production processes

to reduce pollution (Russo and Fouts, 1997). Based on a

survey of about 2,300 American directors, Wang and

Dewhirst (1992) empirically examined the stakeholder

orientations of directors and observed that there were in

existence distinct stakeholder groups perceived by

directors and those directors who had higher stakeholder

orientations were more likely to have more concern for

stakeholders. It is posited that such concern for stake-

holders is likely to be positively related to the perceived

importance of the direction-setting role by corporate

directors. Thus, the first hypothesis is developed:

Hypothesis 1: The perceived importance of the

direction-setting role by corporate directors is

positively related to their concern for stakeholders.

Guardian role

According to the claims of stakeholder theorists,

firms possess both explicit and implicit contracts

with various constituents, and are responsible for

honoring these contracts (Bulow and Rogoff, 1989;

Donaldson and Preston, 1995; Freeman, 1983;

Jones, 1995). As a result of honoring these contracts,

a company develops a reputation that builds up trust

from its stakeholders and helps determine the terms

of trade it can negotiate with other stakeholders

(Bull, 1987; Cornell and Shapiro, 1987; Jones,

1995). The effectiveness of a board depends on the

extent to which directors identify with shareholders’

interests and their professional expertise in manage-

ment control (Kosnik, 1987; Lord, 1995). In line

with this perspective, corporate directors can also be

regarded as the agents of those who elect or appoint

them to office. This perspective can also help rein-

force the role of directors as ‘‘agents’’ who advocate

for broader groups and interests (e.g., corporations,

consumers, environmentalists, civil society groups)

in handling social issues that are closely related to the

organizations (Eisenhardt, 1989; Lord, 1995).

External constituents have demanded evidence

that boards are willing to challenge management’s

decisions on their behalf (Gulati and Westphal, 1999;

Preston, 1998). In a study of 3,268 board members

representing 250 firms, Hillman and her colleagues

observed that presence of stakeholder directors

(suppliers, customers, employees, and community

representatives) to be positively associated with

stakeholder performance and managerial control

effectiveness (Hillman et al., 2001). Based on this

conformance dimension, directors can thus be

inclined to play a guardian role in upholding the

interests of stakeholders that will be affected by the

organizations.

Hypothesis 2: The perceived importance of the

guardian role by corporate directors is positively

related to their concern for stakeholders.

Society-centered DR-CSR

The society has significant effect on the performance

of business organizations. Government decision

makers have the ability to alter the size of markets

through government purchases and regulations, to

affect market structure through entry and exit bar-

riers and antitrust measures, to alter the cost structure
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of firms through various types of legislation, such as

employment and pollution controls, and to affect the

consumer demand by charging taxes and imposing

certain regulations that affect consumption patterns

(Berle and Means, 1932; Gale and Buchholz, 1987;

Weidenbaum, 1980). The processes through which

government policy-makers define state interests and

formulate policies to deal with complex social,

political, and technical issues can be influenced sig-

nificantly on the basis of how the issue is presented

to them by stakeholders in that domain (Haas, 1992).

This is where society-centered DR-CSR can be

relevant and significant to corporate performance.

Two types of DR-CSR, social networking and

social participation roles are identified.

Social networking role

Researchers have long discovered that the extensive

interlocking of large corporations, in which a

director of an organization’s board sits on the board

of another, allows these directors within the inter-

corporate links to adopt a broad perspective to

promote the interests of organizations, and to some

extent, their own interests as the elite class (Gulati

and Westphal, 1999; Useem, 1983). They are be-

lieved to form an inner circle network of corporate

political activists involved in promoting the interests

of these corporations (Bond, 2004; Useem, 1983).

Through inner circle networks, firms can use their

influence in public policy for a number of strategic

ends: to bolster their economic positions, to hinder

both their domestic and foreign competitors’ pro-

gress and ability to compete, and to exercise their

right to a voice in government affairs (Keim and

Zeithaml, 1986; Wood, 1986). Through social

responsibility behavior firms can potentially increase

overall market size; gain an advantage related to

industry competition, thereby reducing the threats

of substitutes and entry; and increase their bargaining

power relative to suppliers and customers.

The social networking role of directors can be

further explained with reference to social capital

theory. The social networking role of corporate

directors is about how these directors can help their

organizations become recognized as a part of the

political networks. Social capital represents the

relational resources attainable by individual actors

through networks of social relationships (e.g., Baker,

1990; Bourdieu and Wacquant, 1992; Coleman,

1990; Portes, 1998; Portes and Sensenbrenner, 1993;

Putnam, 1995). Social capital is a powerful concept

for understanding the emergence, growth, and

functioning of network linkages. It influences net-

work formation that proceeds through the estab-

lishment of new relationships (Walker et al., 1997).

By providing a shared context for social interactions,

social capital facilitates the creation of new linkages

in the organizational setting. Social capital theory

does not suggest that political actions will enable

firms to reduce their dependence. Rather, it allows

firms to reduce uncertainties related to that depen-

dence and to reduce the likelihood that dependence

will have negative effects on the firm. Empirical

studies show that external network ties determine

the board directors’ ability to contribute to the

strategic decision making process of their organiza-

tions (e.g., Carpenter and Westphal, 2001; Huse,

2000). By penetrating into inner circles, corporate

directors can fulfill their social networking role and

get the best out of these networks.

Hypothesis 3: The perceived importance of the social

networking role by corporate directors is posi-

tively related to their concern for stakeholders.

Social participation role

Corporate directors are sometimes appointed as

reputation guardians for the corporation, in the same

way as they protect the interests of stakeholders of

the organizations by participating in various social

activities (Murray, 2003). The social participation

role of a director is about how the director helps the

organization by participating in more social activities

so that general public can perceive a positive image

of the organization in the society (Aguilera and

Jackson, 2003; Mattingly, 2004).

Legitimacy theory provides the theoretical basis

for understanding how and why corporate directors

can enhance the reputation of an organization by

more active social participation. Organizational

legitimacy does not arise from merely making a

profit and abiding to legal requirements (Matthews,
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1993; Neilsen et al., 1987). Instead, making refer-

ence to the prevailing norms and values of society is

fundamental in ensuring that an organization is be-

stowed legitimacy. Organizations are bequeathed

with legitimacy to the extent in which their activities

are congruent with the goals of the super-ordinate

system (Parsons, 1960). Societal expectations which

constitute the super-ordinate system may be deemed

to encompass economic, environmental and social

factor-relationships (Elkington, 1997; Neilsen et al.,

1987). Legitimacy Theory asserts that organizations

continually seek to ensure that they operate within

the bounds and norms of their respective societies,

that is, they attempt to ensure that their activities are

perceived by outside parties as being legitimate

(Deegan, 2002; Gulati and Westphal, 1999). Legit-

imacy theory takes the view that organizations are

seen as components of the larger social environment

within which it is located (Gray et al., 1996;

Woodward et al., 1996). It is therefore important for

directors to perform the social participation role

actively so that the legitimacy of their organizations

can be enhanced and stakeholders will have a more

positive perception about their organizations.

Hypothesis 4: The perceived importance of the social

participation role by corporate directors is posi-

tively related to their concern for stakeholders.

Moderating effect of the direction-setting role on the social

networking role

Active social responsibility action is very often a

non-exclusive activity through which individual

actors cannot always realize the full benefit of their

actions (Tollison, 1982; Boddewyn, 1988). Social

responsibility actions can take various forms (e.g.,

information, money, constituency mobilization, sig-

naling). An example of such action is personal service,

which refers to the case of having a firm represen-

tative serving in a social responsibility capacity

(Hillman et al., 1999).

Stakeholders exist in multiple networks, and each

particular group or network of stakeholders will

have somewhat a unique dyadic relationship with

the organizations (Rowley, 1997; Frooman, 1999).

In such a context, the dyadic relationship between

firms and their stakeholders is somehow similar to

the dyadic relationship between politicians and their

constituency groups. Performing a social networking

role can take various forms and corporate directors

can pursue social responsibility actions such as

donations and contributions to political parties or

trade associations, lobbying, advocacy advertising, or

occasionally even grassroots mobilization (e.g.,

Baysinger et al., 1985; Keim and Zeithaml, 1986;

Sethi, 1982; Getz, 1993; Lord, 2000; Oberman,

1993; Schollhammer, 1975; Yoffie, 1987; Buchholz,

1992). Through these actions, corporate directors

can develop reputation which will help their chance

of penetrating into the political inner circles, or

consolidating their presence when they are already

there. This is in line with the findings of empirical

research which shows that networking attributes of

directors are positively related to their strategy

making orientations (e.g., Huse, 2000; Page and

Spira, 2000). This gives rise to Hypothesis 5.

Hypothesis 5: The perception of the importance of

the direction-setting role by corporate directors

will have a positive moderating effect on the

relationship between the perceived importance of

the social networking role by these directors and

their concern for stakeholders.

Moderating effect of the guardian role on the social

participation role

Stakeholder theorists argue that firms can show their

trustworthiness by fulfilling explicit and implicit

contracts made with stakeholders and by avoiding

any deliberate opportunism (Jones, 1995; Mattingly,

2004). Firms which voluntarily adopt socially respon-

sive actions can strengthen their reputation as a

desirable business partner (Jones, 1995). As such, a

firm that is well known for honoring its contracts, is

a trustworthy counterpart in doing business in the

eyes of trading partners (Preston, 1998; Taylor and

Curtis, 2010). It is argued that firms will have a

competitive advantage over other firms, if they

can contract with their stakeholders on the basis

of mutual trust and cooperation (Harrison and

Freeman, 1999; Jones, 1995). The institutional impact

on organizations includes all social rules and

392 Humphry Hung



requirements to which individual organizations must

conform if they are to receive support and legitimacy

(Scott and Meyer, 1983). Taking good care of

stakeholders is considered to be one of these social

rules and requirements.

Some firms attempt to enhance their reputations

by advertising or by showing generosity publicly

(Huse, 2000). Based on stakeholder theory, a repu-

tation for trustworthiness is, in reality, a reputation

for not being opportunistic in dealing with stake-

holders (Jones, 1995; Preston, 1998). A good repu-

tation generally must be earned by avoiding behavior

that can discourage or dissipate trust. In contrast, the

reputations of firms could be deliberately damaged

by the acts or accusations of stakeholders. The nature

of the direct dealings of an organization with

stakeholders is reflected in its policies and decisions

(Jones, 1995; Neilsen et al., 1987). The affected

stakeholders will know these decisions and actions

and the organization’s reputation among all other

internal and external stakeholders will also be

affected accordingly. It is posited that the firm’s

active participation in social activities will be closely

related to its intended policies and decisions with

respect to its stakeholders. The last hypothesis is

developed as follow:

Hypothesis 6: The perception of the importance of

the guardian role by corporate directors will have

a positive moderating effect on the relationship

between the perceived importance of the social

participation role by these directors and their

concern for stakeholders.

Research methodology

The study was done through a questionnaire being

sent to 300 member companies randomly selected

from the membership list of the Hong Kong Chi-

nese Chamber of Commerce. Each member com-

pany was requested to nominate one director to

answer the questionnaire. The director was then

interviewed by a student surveyor, who explained to

him/her about the definitions of the four DR-CSR.

After about 1 month of fieldwork, 120 completed

and usable questionnaires were collected and used

for analysis.

Measures

A seven-point Likert type scale was used, described

by ‘‘Strongly Agree’’ (=7) and ‘‘Strongly disagree’’

(=1) to measure the constructs. There were five

constructs to be measured.

Concern for stakeholders

Four items are identified for the dependent variable

‘‘Concern for stakeholders’’. They are related to

whether the respondents consider that stakeholders

are very important, and it will be their duty to en-

sure that the board of directors of the organization

will take care of it stakeholders.

Perceived importance of direction-setting role

Three items were used, ‘‘I think corporate directors

should focus on the direction-setting role’’, ‘‘I per-

sonally think that the direction-setting role is very

important’’, and ‘‘It is my duty as a corporate

director to ensure that the board of directors of the

organization will play the direction-setting role

effectively’’ to measure the perceived importance of

direction-setting role by corporate directors.

Perceived importance of guardian role

Three items were used, ‘‘I think corporate directors

should focus on the guardian role’’, ‘‘I personally

think that the guardian role is very important’’, and

‘‘It is my duty as a corporate director to ensure that

the board of directors of the organization will play

the guardian role effectively’’ to measure the per-

ceived importance of guardian role by corporate

directors.

Perceived importance of social networking role

Three items were used, ‘‘I think corporate directors

should focus on the social networking role’’,

‘‘I personally think that the social networking role is

very important’’, and ‘‘It is my duty as a corporate

director to ensure that the board of directors of the

organization will play the social networking role

effectively’’ to measure the perceived importance of

social networking role by corporate directors.

Perceived importance of social participation role

Three items were used, ‘‘I think corporate directors

should focus on the social participation role’’,
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‘‘I personally think that the social participation role is

very important’’, and ‘‘It is my duty as a corporate

director to ensure that the board of directors of the

organization will play the social participation role

effectively’’ to measure the perceived importance of

social participation role by corporate directors.

Control variables

Three control variables were used. The first one is

whether the director is executive or non-executive,

and the other two are age and experience of direc-

tors. We expect that these control variables will have

no significant effect on the relationship among the

dependent and independent variables that we are

analyzing.

Reliability and validity

A factor analysis was conducted for all items. The

objective of the factor analysis is to ensure that the

items are closely linked to each other and they are

inclined to measuring the same construct (Table I).

summarizes the result of the factor analysis of items.

TABLE I

Factor analysis of variables

Variables Factor loadings

Concern for stakeholders

(a = 0.813, variance = 11.53%)

I think stakeholders are very important 0.794

As a corporate director, I think my company should take care of our

stakeholders

0.821

Even if it will take up some organizational resources, I think my company

should still take care of our stakeholders

0.769

It is my duty as a corporate directors to ensure that the board of directors

of the organization will take care of its stakeholders

0.855

Perceived importance of direction-setting role

(a = 0.744, variance = 12.07%)

I think corporate directors should focus on the direction-setting role 0.765

I personally think that the direction-setting role is very important 0.763

It is my duty as a corporate director to ensure that the board of directors of

the organization will play the direction-setting role effectively

0.856

Perceived importance of guardian role

(a = 0.753, variance = 10.68%)

I think corporate directors should focus on the guardian role 0.734

I personally think that the guardian role is very important 0.819

It is my duty as a corporate director to ensure that the board of directors of

the organization will play the guardian role effectively

0.833

Perceived importance of social networking role

(a = 0.710, variance = 11.35%)

I think corporate directors should focus on the social networking role 0.811

I personally think that the social networking role is very important 0.804

It is my duty as a corporate director to ensure that the board of directors of

the organization will play the social networking role effectively

0.782

Perceived importance of social participation role

(a = 0.831, variance = 12.09%)

I think corporate directors should focus on the social participation role 0.841

I personally think that the social participation role is very important 0.792

It is my duty as a corporate director to ensure that the board of directors of

the organization will play the social participation role effectively

0.817
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With 0.7 as the threshold value, all items of the

five constructs pass the reliability test. This implies

that the responses to the questions are reliable

instruments for the measurement of the corre-

sponding constructs.

Research findings

Table II shows the descriptive statistics and the linear

correlations between the scores of all variables.

Table III shows the multiple regression analysis with

concern for stakeholders as the dependent variable.

From Table II, it is observed there is significant

correlation between concern for stakeholders and all

independent variables in the study. Therefore,

Hypotheses H1, H2, H3, and H4 were supported.

The results of the multiple regression analysis as gi-

ven at Table III further validate the findings as re-

vealed in Table II. The analysis also shows that all

three control factors, ‘‘executive or non-executive’’,

‘‘age of directors’’, and ‘‘experience of directors’’

TABLE II

Descriptive statistics and correlations among independent and dependent variables

Mean Std Dev. (1) (2) (3) (4)

(1) Concern for stakeholders 5.701 2.431 (0.92)

(2) Perceived importance of direction-setting role 4.969 1.524 0.131 (**) (0.92)

(3) Perceived importance of guardian role 4.301 2.475 0.163 (**) 0.107 (*) (0.93)

(4) Perceived importance of Social networking role 5.236 2.011 0.114 (**) 0.136 (**) 0.196 (**) (0.91)

(5) Perceived importance of Social participation role 4.931 1.630 0.120 (**) 0.135 (**) 0.160 (**) 0.171 (**)

Two-tailed tests of significance were used.

The diagonal entries in parentheses reflect Cronbach’s alpha internal consistency reliability estimates.

*Correlation is significant at the 0.05 level (2-tailed).

**Correlation is significant at the 0.01 level (2-tailed).

TABLE III

Multiple regression analysis using ‘Concern for stakeholders’ as the dependent variable

Model 1 Model 2 Model 3

Constant 3.075 3.846 3.936

(0.561) (0.863) (0.752)

Executive or non-executive directors 0.094 0.085 0.025

(0.192) (0.120) (0.141)

Experience of directors 0.036 0.044 0.097

(0.164) (0.072) (0.136)

Age of directors 0.094 0.075 0.106

(0.134) (0.075) (0.148)

Perceived importance of direction-setting role 0.167* 0.174* 0.132*

(0.038) (0.034) (0.035)

Perceived importance of guardian role 0.243** 0.125**

(0.107) (0.124)

Perceived importance of Social networking role 0.174**

(0.132)

Perceived importance of social participation role 0.132**

(0.089)

Logistic regression coefficient betas shown, standard errors are in parentheses.

*p < 0.05, **p < 0.01
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have no significant impact on the relationship be-

tween dependent and independent variables in the

study.

Interactive effects

To test the hypotheses about the interaction actions

between DR-CSR, this study uses hierarchical

regression analysis. The result is shown at Table IV.

The analysis suggests that the interaction effect of

perceived importance of direction-setting role is

positive for the relationship between concern for

stakeholders and perceived importance of social

networking role. The results also suggest that the

interaction effect of perceived importance of

guardian role is positive for both the relationship

between concern for stakeholders and perceived

importance of social participation role. These results

provide support for Hypotheses H5 and H6.

Discussion and limitations

While all the investigated hypotheses are supported,

there are some limitations to the research results.

First, since correlation analysis has been used to

establish the inter-relationship between these vari-

ables, it may not be possible at this junction to infer

any causality in the relationships that were found.

Second, the study measures the concern of stake-

holders of corporate directors, which may be a

practical but not necessarily an objective way to

measure the dependent variable. However, it is

considered that such a measure of perception is

useful and relevant for the purpose of the study.

TABLE IV

Results of interaction actions of variables

Variable Information transparency

B

Step 1

Executive or non-executive directors 0.013

Experience of directors 0.099

Age of directors 0.081

DR2 0.092

Step 2

Perceived importance of direction-setting role 0.125*

(0.090)

Perceived importance of guardian role 0.129**

(0.135)

Perceived importance of Social networking role 0.156**

(0.158)

Perceived importance of social participation role 0.120**

(0.109)

DR2 0.325***

Step 3

Perceived importance of direction-setting role 9 Perceived

importance of Social networking role

0.107*

Perceived importance of guardian role 9 Perceived importance

of social participation role

0.112***

DR2 0.343***

Adjusted R2 model 0.286

Overall model F 8.910***

Note: N = 120.

*p < 0.05, **p < 0.01, ***p < 0.001.
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Third, all perceptual variables were gathered from

the same source at the same time, there is a possi-

bility that may lead to common method variance or

social desirability response effects (Ganster et al.,

1983). Last but not least, although the phenomenon

of surplus employees is universal, it is important to

mention that the study is restricted to the perception

of directors in Hong Kong. Similar research being

done in other parts of the world is strongly recom-

mended.

Conclusion and implications for research

For many years, the future of many organizations

could be reasonably forecast by extrapolation from

the past. Globalization and technology, however,

are now changing the nature of organizations and

their stakeholders, as well as that of their relation-

ship. To keep pace with the new development,

corporate directors need to move forward, from a

traditional role of controlling the management,

toward a much more proactive role. This involves

an evolution from passive control measures to

greater value-added involvement by providing

more active participation at the strategic leadership

level. The evolution process of the roles of gov-

erning boards requires a remarkable change in the

ways board members are selected and evaluated

(Ogden and Watson, 1999).

In a report presented to the Council on Com-

petitiveness of the United States, Porter (1992)

recommended closer board involvement with inves-

tors and stakeholders in order to make America

more competitive than Japan and Germany. In line

with Porter’s recommendations, the analysis in this

article contributes to the literature by identifying,

highlighting as well as justifying theoretically the

importance of DR-CSR in enhancing the effective

management of an organization’s stakeholders, as

well as protecting the interests of the organization as

a stakeholder in the society.

The contributions of this article have four main

aspects. First, academically, we explore an alternative

perspective of stakeholder theory by pointing out

the reality that the firm itself is a stakeholder in the

society. Second, from a practical standpoint, this

study points to a dyadic relationship between orga-

nization-centered and society-centered DR-CSR

and we argue that the former can have some

important moderating effects on the relationship

between the latter and the directors’ concern for

stakeholders. Third, the hypotheses developed in

this article have important implications for practicing

effective corporate governance since corporate

directors are primarily responsible for the corporate

long term strategies. Taking good care of stake-

holders can eventually be good for the firm itself.

Last but not least, the analysis in this article has value

for business leaders because it points to a specific area

of corporate governance where pressure may be

directed for better conformance and performance of

corporate boards in order that corporate directors

can build up their own social and political status.

The proposed model in this article indicates a

clear path for socially responsible corporate gover-

nance. Most corporate directors, especially those

non-executive ones, are not involved in the daily

operations of the firm. The value of their contri-

bution is primarily for the external perspective that

they are able to bring to the organization (Monks

and Minow, 1996). To perform their DR-CSR

more effectively, corporate directors must be given

the liberty to lead their organizations and at the

same time, exercise that freedom within a frame-

work of effective accountability (Charkham, 1994).

In other words, formal decision-making processes

and mechanisms need to be put in place so that

corporate directors can make a more effective

contribution to the CSR process that determines

the corporate commitment to the appropriate

course of action (Cutting and Kouzmin, 2002). To

make the CSR process more effective, it is

important that rules and regulations are instituted to

ensure the independence of corporate directors

from any undesirable influence from the manage-

ment. An effective director is someone who can

recognize the appropriateness of actions relevant to

the circumstances of the situation and can take

action accordingly (Korac-Kakabadse et al., 2001;

Maak and Pless, 2009). Organizational leaders

should be aware that it is the board of directors

rather than the managers who need to assume the

responsibility for the strategic direction and overall

performance of their organizations.

The involvement of a board of directors in sus-

taining firms’ competitive advantages and enhancing

their social responsibility has been given more and
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more emphasis. Corporate leaders, including CEOs

and boards of directors, can help generating support

for the effort within and outside the organization,

motivating active participation of the employees,

conveying the significance of the strategy and its

goals, as well as maintaining a high level of com-

pany-wide awareness of the importance of constant

improvement and innovation (Jensen, 1986). Cor-

porate governance effectiveness can be a source of

competitive advantage (Barney, 2001).

Corporate directors’ ability to span the boundary

between the needs and wants of a variety of legiti-

mate stakeholders and the survival requirements of

the firm poses a unique organizational opportunity

(Aguilera and Jackson, 2003). Directors who effec-

tively provide holistic and responsible insight into

the challenges of corporate systems are likely to

enhance organizational, societal and environmental

well-beings. Corporate directors can stimulate the

desire to enhance effective leadership of the orga-

nization and can, therefore, help prevent possible

future social crisis.
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