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Abstract
Using a panel data of 806 U.S. firms from 2006 to 2015, we find that in their ratings of corporate social responsibility (CSR) 
performance, firms with top managers who attended religiously affiliated schools outperform their peers with no such 
managers. The positive relationship between religious school attendance (RSA) and CSR performance is stronger among 
firms with lower level of community religiosity or less external monitoring (e.g., fewer analysts following or institutional 
investors). Our findings lend support to early theoretical work that suggests managerial CSR-oriented values (e.g., religious 
values) can be key motivating factors for CSR initiatives.

Keywords  Religious value · Religious school attendance · Corporate social responsibility

Introduction

A primary objective of business ethics research is to under-
stand the drivers of ethical/unethical decisions a firm 
makes. Recently, as corporate social responsibility (CSR) 
has become a mainstream business activity, much academic 
interest has been devoted to understanding the determinants 
of firms’ CSR decisions. Broadly defined, CSR is a volun-
tary mechanism by which companies hold themselves to a 
set of ethical, social, and ecological standards. It concerns 
the relationship between business practices and the greater 
society. Most previous studies base their argument on the 
theory of the firm and treat CSR decision as a strategic 
choice from firms’ perspectives. For instance, CSR activi-
ties help maintain a positive corporate image and integrate 
with the local community, a strategic move consistent with 
the corporate objective of maximizing shareholder wealth.

In their theoretical work, Hemingway and Maclagan 
(2004) suggest that commercial imperative may not be the 
sole driver of CSR decision-making. According to upper 
echelons theory of Hambrick and Mason (1984), organiza-
tional decisions can be driven by the values and cognitive 
bases of their top managers. Ergo, when analyzing motives 
for engaging in CSR activities, one should not simply view 
managers as agents of corporate policy, rather, as the ulti-
mate decision-makers. For instance, managers can directly 
set CSR policies, change specific projects to address their 
personal moral concerns, or informally inspire and promote 
CSR culture. Therefore, as formally modeled in Heming-
way and Maclagan (2004), corporate managers’ values and 
interests in CSR initiatives (CSR-oriented values) can be 
an important motivating factor for a firm’s CSR decisions.

One example of such CSR-oriented values is religious 
value (Hemingway and Maclagan 2004).1 Religion has 
long been regarded as a potential source of ethical norms 
to affect individual behavior. For example, compared to 
nonbelievers, religious individuals are more likely to 
restrain from unethical and immoral behavior. Religion is 
also shown to promote caring values as it stresses “giving 
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back to the community” and “being socially responsible”. 
One thus would expect a positive association between 
managers’ religious values and firms’ CSR initiatives.

While the well-grounded theoretical work (Hambrick 
and Mason 1984; Hemingway and Maclagan 2004) has 
enlightened us with clear empirical predictions, we know 
of no studies that empirically examine the association 
between managers’ religious values and firms’ CSR per-
formance. The challenge lies in the fact that religious val-
ues are unobservable to the public, and therefore difficult 
to measure for a large sample of corporate managers. In 
this paper, we aim to fill in the research gap by employing 
a proxy variable for managers’ religious value and investi-
gate its relationship with firms’ CSR performance.

In the context of CSR activities, Wood (1991, p. 700) 
claims that “ethical training, cultural background, prefer-
ences, values, and life experiences all play a role in establish-
ing the principles that motivate human behavior”. Motivated 
by Wood’s argument, we select a proxy variable which is 
based on managers’ past educational experience. We iden-
tify managers who attended religiously affiliated school (RSA 
managers) and perceive them to have more agreement on 
religious values than those without such experience. Our 
rationales for selecting this proxy variable are as follows. 
First, evidence suggest that individuals with religious adher-
ence or those raised in religious families are more likely to 
attend church-affiliated colleges. In this regard, religious 
school attendance (RSA) is likely to be highly correlated 
with managers’ actual religious values. In addition, manag-
ers who attended church-affiliated schools, both religious 
and nonreligious, are likely to have exposure to religious 
education that, in turn, has a positive moderating influence 
on their “doing good” behaviors. Lastly, prior research has 
documented strong evidence that church-affiliated colleges 
provide better business ethics curriculum (Rutherford et al. 
2012). Pascarella and Terenzini (1991) find that students from 
religiously affiliated schools obtain better moral development 
during college life. To the extent that educational experience 
in church-affiliated schools can reflect or shape managers’ 
religious values and/or positive attitude towards business 
ethics, we hypothesize that there is a positive link between 
managers’ RSA experience and firms’ CSR performance.

Our study contributes to the extensive literature on 
firms’ CSR decisions. Different from previous studies 
which treat CSR as a strategic decision from the firms’ 
perspective, our paper focuses on corporate leaders’ per-
spective and studies how their values and interests in CSR 
initiatives matter. From a broader perspective, our paper 
also adds to the growing literature that links college experi-
ence to an individual’s professional and personal life after 
college. Different from earlier studies which focus on col-
lege and labor market success, our work aims to explore the 
role of college education beyond disseminating knowledge.

The remainder of the paper is organized as follows. The 
next section reviews related studies and develops the hypoth-
eses, followed by a section describing the data and sample. 
“Empirical Results” section examines the empirical rela-
tionship between RSA experience and CSR performance. 
“Discussion” section provides summary of main results, 
contribution, implications, limitations, and potential avenues 
for future research. The last section concludes.

Literature Review and Hypotheses 
Development

Our rationale for connecting managers’ RSA experience and 
firms’ CSR performance is based on the theoretical frame-
work of Hambrick and Mason (1984) and Hemingway and 
Maclagan (2004). At the core of the upper echelons theory of 
Hambrick and Mason (1984) is the view that organizational 
strategies are reflections of the values and cognitive bases 
of their top managers. In this framework, the top manage-
ment team is not an agent of corporate policy, rather the team 
that sets the policy. In the context of CSR, for instance, top 
managers can directly set CSR policies, change specific pro-
jects to address their personal moral concerns, or informally 
inspire and promote CSR culture. Therefore, as formally 
modeled in Hemingway and Maclagan (2004), corporate 
managers’ personal values and interests in a particular social 
cause can be an important motivating factor for a firm’s CSR 
decisions. In this school of thought, CSR is not so much a 
reflection of strategic business actions as in most previous 
literature, but a result of managers’ values and behaviors. 
One example of such CSR-oriented values is religious value.

Religion has long been regarded as a potential source of 
ethical norms to affect individual behavior. For instance, 
compared to nonbelievers, religious individuals are more 
likely to restrain from using alcohol, gambling, or commit-
ting crimes (Cochran and Akers 1989; Diaz 2000; Evans 
et al. 1995). In addition to suppressing unethical behav-
iors, religion is also shown to promote socially responsible 
behaviors. For example, using survey data from seven uni-
versities, Ibrahim et al. (2008) show that religion strongly 
influences students’ attitudes toward the economic, ethical, 
and philanthropic responsibilities of business. Recently, a 
growing body of evidence supports that religious norms 
in a geographic area can significantly influence managers 
in conducting ethical business practices Du et al. 2014; El 
Ghoul et al. 2012). Cui et al. (2015, 2016) find that senior 
managers, believers or nonbelievers, can be influenced by 
local religious moral values surrounding them: strong local 
religiosity is associated with greater CSR engagement.

While the theoretical work has enlightened us with clear 
empirical predictions, the challenge is to identify the right 
proxy for religious values. In Hambrick and Mason (1984, 
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p. 196) and a follow-up work (Hambrick 2007), the authors 
suggest using observable demographic characteristics as 
proxies of managers’ values and cognitive frames. Such 
characteristics include “age, tenure in the organization, 
functional background, education, socioeconomic roots, and 
financial position”. Related, in the context of CSR, Wood 
(1991, p. 700) claims that “ethical training, cultural back-
ground, preferences, values, and life experiences all play 
a role in establishing the principles that motivate human 
behavior”. Therefore, even though it is difficult to meas-
ure managers’ actual religious values, we can identify an 
observable factor that have a close correlation with manag-
ers’ religious values. The proxy variable we select is based 
on managers’ past educational experience. We identify RSA 
managers and perceive them to have more agreement on 
religious values than those without such educational back-
ground. We believe that RSA can serve as a good proxy for 
religious values for the following three reasons.

First, evidence suggests that individuals with religious 
adherence or those raised in religious families are more 
likely to attend church-affiliated colleges. For instance, 
according to schools’ official websites, over 98% of the stu-
dents are active members of the LDS Church at Brigham 
Young University (BYU), founded, supported, and guided 
by The Church of Jesus Christ of Latter-day Saints; and 66% 
of students have served in missions of the Church. In 2017, 
81% of The University of Notre Dame’s incoming freshmen 
are identified as Catholic. Boston College and Loyola Uni-
versity reported this number as 70% and 59%, respectively. 
In this regard, RSA is likely to be highly correlated with 
managers’ actual religious values.

Second, managers who attended church-affiliated schools, 
both religious and nonreligious, are likely to have exposure 
to religious education that, in turn, has a positive moderating 
influence on their “doing good” behaviors. In the mission 
statements of most U.S. religious schools, there are such 
words as “Faith”, “God”, “Holy”, and the like. Many of 
these schools require taking courses on religion or attending 
certain kind of regular convocation or event. For example, 
at BYU, all students must take 14 credit hours of religious 
courses to graduate. At George Fox University in Oregon, 
even international students are required to take two Bible 
classes, attend a weekly chapel, and sign a student lifestyle 
agreement to “actively pursuing the highest call of God”. At 
Dordt College, a Christian school in Iowa, all classes in all 
fields of study are taught from a Christian perspective.2 Hall 
et al. (2016, p. 208) assert that religiously affiliated schools 

provide an arena where young adults wrestle with their spir-
itual exploration and identity by performing chapel services 
and attending classes in theology or religious studies.

Hall et al. (2016, p. 206) argue that emerging adulthood 
is a critical phase of life because it is during these years that 
patterns of behaviors, values, relationships, etc. are forged 
that will shape the course of an individual’s entire life. We 
thus regard RSA as an essential life experience that has the 
potential to inculcating ethical behavior in future corporate 
leaders. To illustrate, in his book, “The Soul of a Business: 
Managing for Profit and the Common Good”, Tom Chap-
pell, founder and CEO of Tom’s of Maine, discusses how 
his professor at Harvard Divinity School advised him to treat 
his business like a ministry and how this recommendation 
works its way to Tom’s mission statement which says, “to 
help create a better world by exchanging our faith, experi-
ence, and hope”.

Lastly, Rutherford et al. (2012) document strong evidence 
that church-affiliated colleges provide better business ethics 
curriculum than non-church-affiliated colleges. Pascarella 
and Terenzini (1991) find that students from religiously 
affiliated schools obtain better moral development during 
college life. Comegys (2010) provides evidence that com-
pleting courses in religious studies impacts college students’ 
attitudes towards business ethics. These findings suggest that 
not only RSA can be connected to religious value (albeit 
indirectly), but also can be linked to positive attitude towards 
business ethics. That is, even for a manager that was not 
religious before college, and was not influenced by religious 
education during college, by attending a church-affiliated 
college, she is more likely to have a better business ethics 
education and moral development than her non-attending 
peers. If we assume that religiously solidified and disci-
plined business ethics are persistent in guiding individuals’ 
behaviors in the long run (Hall et al. 2016), we would expect 
RSA managers to demonstrate better CSR performance.

Acknowledging these discussions above, we formally 
hypothesize that:

Hypothesis 1A  Firms with RSA managers have higher rat-
ings in their CSR performance than those without.

Hypothesis 1B  Firms with more RSA managers have higher 
ratings in their CSR performance than those with less RSA 
managers.

Data and Sample

The sample data are from various sources: CSR performance 
ratings are from MSCI’s KLD database; schools’ religious 
affiliations are hand-collected and doublechecked from mul-
tiple sources including school websites, the U.S. Department 

2  Dordt College’s mission statement: “As an institution of higher 
education committed to the Reformed Christian perspective, Dordt 
equips students, alumni, and the broader community to work effec-
tively toward Christ-centered renewal in all aspects of contemporary 
life.”
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of Education, and several other websites3; local (community) 
religiosity data is from the Association of Religion Data 
Archives (ARDA); firm fundamentals are from Compus-
tat; stock prices are from CRSP; board-level information 
on directors’ education background and board independ-
ence are from BoardEx and ISS respectively; the mapping 
between county codes (FIPS) and zip codes are from the 
Department of Housing and Urban Development (HUD); the 
mapping between Federal Information Processing Standard 
(FIPS) and Metropolitan Statistical Area (MSA) codes are 
from NBER; county-level data including population, age, 
education, income, and race are from U.S. Census Bureau 
(USCB); presidential voters information from Guardian 
Newspaper and Townhall.com.

We start compiling our sample with top managers’ edu-
cation background, i.e. main explanatory variable of inter-
est, from BoardEx.4 Next, we intersect this education back-
ground dataset with firm fundamentals from Compustat and 
get a full list of firms. For each firm, we retrieve its managers 
and directors, and notably, the schools that each of them 
attends. “High-ranking” or “top” managers are then selected, 
only if the following strings are in the “role” column in 
BoardEx will the corresponding manager be included in 
the sample: CEO, CFO, COO, Chief, President, Chairman, 
Chairwoman, and VP. Managers with transitory roles are 
excluded.5 Using this rule, we make sure that only managers 
with enough authority in corporate-level decision-making 
are selected into the final sample.

After obtaining the full list of “top” managers and their 
respective alma mater, we hand-collect and doublecheck 
data with respect to which schools are religiously affiliated 
and their specific affiliations, using various sources specified 
above.6 Once we have gathered all sample religious schools’ 

affiliations, we aggregate the dataset from manager level to 
firm level and intersect it with the KLD database for CSR 
performance ratings, i.e. the dependent variable. This gives 
us an initial sample of 1484 firms. We then merge in the 
other seven databases for all other control variables, for 
example, stock prices from CRSP, and board independence 
data from ISS. We account for a 1-year lag for some of the 
control variables to account for serial correlation and require 
all variables in the baseline regression to be non-missing, 
obtaining a final sample of 3993 firm-year observations from 
806 unique firms, across 10 years from 2006 to 2015.7

CSR Performance

The KLD database contains ratings of CSR performance in 
seven main categories: corporate governance, community, 
diversity, employee relations, environment, human rights, 
and products. Under each category, there are some rating 
factors representing strengths, and others representing con-
cerns. Each factor is given a score of (zero) one for a firm in 
a year, if in this given year this given firm (does not meet) 
meets the assessment criteria set for this given factor. For 
example, in 2007, Costco Wholesale received a one in the 
factor of positive union relations, which is a strength factor, 
under the category of employee relations, and a zero in the 
factor of health and safety concern under the same category. 
Our main CSR measure, CSR SCORE, is the sum of scores 
for all strength (positive) indicators minus the sum of con-
cern (negative) indicators from all seven dimensions of CSR 
performance rating, also known as a raw CSR score and in 
previous studies (e.g. Cai et al. 2011) called “Net CSR”. 
Consider Costco in 2007. It received a total score of 83 from 
all factors of strengths and a total score of 74 from all fac-
tors of concerns, across all seven CSR performance rating 
categories. Therefore, for this specific firm-year observation, 
Costco’s raw CSR score, CSR, is 9.4  BoardEx updates its database on a regular basis. We retrieved our 

initial sample from BoardEx only once as a snapshot as of the down-
load date to ensure data consistency. Moreover, instead of providing 
data at firm-year level, BoardEx reports the start and the end date of 
each firm-manager pair. So, we first use this information to create a 
dataset of firm-manager-year observations. We then aggregate the 
data to construct our main variable of interests, i.e. Leadership RSA, 
at the firm-year level and merge with other datasets by same common 
fields (firm identifier and year).
5  In BoardEx, managers with following strings in their roles are 
excluded: Acting, Honorary, Emeritus, Deputy, Interim, Coordina-
tor, Advisory, Alternate, Area, Administrative, Associate, Assistant, 
Brand, Designate, Editor, Staff, Zone, and Branch.
6  We hand-collect information on schools’ religious affiliations in the 
following four steps. First, we identify, for each school in our sample, 
whether it is a private or public school based on the information from 
usnews.com. Because all public schools in the U.S. are secular, we 
limit our second-step search to the pool of private schools. Second, 
for each private school in our sample, we screen school names for 
indicator of its religious affiliations. For instance, if school name con-
tains “Trinity”, “Catholic”, or “Christian”, we flag it as a religious-

7  We compare the descriptive statistics of the initial sample of 1484 
firms and that of the final sample and find that all statistics are quali-
tatively similar. Actual sample sizes in different regressions vary due 
to data availability across different specifications.

3  Usnews.com, niche.com, wikipedia.com, and 4icu.org/religious/.

affiliated school. Third, for those schools that we cannot tell religious 
affiliation from their names, we rely on schools’ official websites as 
our primary information source, specifically the “mission/history/
heritage/facts/numbers” pages under the “about” tab. For instance, 
Georgetown University’s “Who We Are” page states, “… we’re 
the nation’s oldest Catholic and Jesuit university”. Accordingly, we 
identify Georgetown as Catholic. Lastly, we doublecheck all sample 
schools’ religious affiliations using information from, for example, 
the U.S. Department of Education website and Wikipedia.com.

Footnote 6 (continued)
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Hong et al. (2012) have shown that the corporate gov-
ernance aspect in KLD data is heterogeneous with other 
aspects. Also, Krüger (2015) mentions that there are doubts 
about whether KLD measures corporate governance in the 
traditional understanding. Therefore, besides the CSR vari-
able set CSR (All 7 Dimensions), we construct an alternative 
set of CSR measures, CSR (Excl. Corp. Gov.), in which the 
corporate governance dimension is excluded.

For additional robustness tests and CSR component anal-
ysis, we construct weighted CSR scores, raw CSR scores 
for strengths, and raw CSR scores for concerns. Weighted 
CSR scores (CSRw) are the raw CSR scores divided by the 
total maximum possible number of all KLD strengths and 
concerns items in a given year for a given firm. Raw CSR 
scores for strengths (CSRstr) and for concerns (CSRcon) are 
the sum of scores across all factors of strengths and the sum 
across all factors of concerns, respectively.

Panel A of Table 1 displays summary statistics for all 
CSR variables described above and used in this study. The 
mean (median) value of CSR, including all 7 dimensions 
is − 3.45 (− 1), and the mean (median) value of the cor-
responding weighted CSR score is − 0.99 (− 0.27). After 
excluding the corporate governance dimension, the mean 
(median) value of CSR increases to 0.5 (2), and the mean 
(median) value of the corresponding weighted CSR score 
increases to − 0.39 (0.37), indicating that the concerns are 
dominant in the ratings of corporate governance.

Religious School Attendance (RSA) and Community 
Religiosity

Individual managers’ RSA is indicated by the religious 
affiliation of the universities or colleges from which they 
graduated. Our main variable of interests, LEADERSHIP 
RSA, is an indicator variable that equals to 1, if there is 
at least one high-ranking manager who graduated from a 
church-affiliated school, and equal to 0 if there is no such 
manager. To ensure that our results are not sensitive to 
different measures, we construct the following variables 
of RSA and use them in alternative regression specifica-
tions: LOG LEADERSHIP RSA PERCENTAGE, which is 
the natural logarithm of one plus the number of top RSA 
managers divided by total number of top managers; LOG 
LEADERSHIP RSA PERCENTAGE SQUARED,8 which is 
the natural logarithm of one plus the squared term of the 
number of top RSA managers divided by total number of 
top managers and is used along with LOG LEADERSHIP 
RSA PERCENTAGE to address possible non-linear relation 
between LOG LEADERSHIP RSA PERCENTAGE and the 

dependent variable; LOG NUMBER OF RSA MANAGERS, 
which is the natural logarithm of one plus the number of 
high-ranking RSA managers. Normalization, i.e. adding one 
and taking the logarithm, is to address the high skewness in 
the raw measure of leadership RSA.

Following the literature (e.g. Hilary and Hui 2009; 
Dyreng et al. 2012; El Ghoul et al. 2012) to measure the 
strength of each county’s religious social norms, a key 
control variable is the level of religiosity where a firm is 
headquartered (COMMUNITY RELIGIOSITY), which is cal-
culated as the number of religious adherents in the county 
divided by the population of the county. To identify the 
county where a specific firm is located, we employ the same 
methodology as previous studies, which use corporate head-
quarters’ location as its location (e.g. Loughran and Schultz, 
2005; Pirinsky and Wang 2006). Specifically, Pirinsky and 
Wang (2006, p. 1994) point out that this approach seems 
“reasonable given that corporate headquarters are close to 
corporate core business activities”.

Panel B of Table 1 shows that the managerial RSA indica-
tor has a mean value of 0.68, meaning that on average, about 
two-thirds of firms have at least one RSA manager in the 
leadership suite. From the community perspective, the over-
all religiosity on average is 0.51, indicating that half of the 
population in the sample counties attach to some religion. To 
gain a sense of the degree of religiosity of different regions 
in the U.S., Panel C of Table 1 presents the top and bottom 
15 states ranked by average county religiosity aggregated at 
the state level. Although rankings for some individual states 
shift due to different dependent variables, compared with 
Hilary and Hui (2009), the ranges of average religiosity are 
quite consistent. For example, in the list of the top (bottom) 
15 states, the range of average religiosity is between 73.4% 
for Utah (42.9% for Colorado) and 57.0% for Connecticut 
(31.2% for Maine), while in Hilary and Hui (2009), the range 
is from 74.57% for Utah (42.27% for Maryland) to 57.37% 
for Pennsylvania (31.16% for Oregon). Diving deeper into 
county-level religiosity, it is observed that there is a vast 
geographic difference between the Catholic and Protestant 
religions in the U.S. Most counties with Protestant adherents 
are concentrated in Utah, followed by Alabama and Arkan-
sas, while most Catholic adherents live in the counties of 
Northeast region, including New York, Massachusetts, and 
Pennsylvania.9

Other Control Variables

The construction of other control variables follows Cui et al. 
(2016). Specifically, firm size (SIZE) is measured as the 

8  In mathematical form, it equals to ln [1 + (number of top RSA man-
agers/total number of top managers) ^ 2].

9  For brevity, the summary statistics of county-level religiosity are 
omitted in the paper but are available from the authors upon request.
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Table 1   Summary statistics

Panel A—Corporate social responsibility

Variables N Mean SD Q1 Median Q3

Dependent variable

 CSR (All 7 Dimensions)
  CSR score 3993  − 3.45 14.73  − 18  − 1 11
  CSRw 3993  − 0.99 2.08  − 2.66  − 0.27 0.98
  CSRstr 3993 58.19 17.90 44 50 80
  CSRcon 3993 61.64 7.60 58 64 67

 CSR (Excl. Corp. Gov.)
  CSR score 3993 0.50 12.78  − 12 2 13
  CSRw 3993  − 0.39 1.77  − 1.66 0.37 1.11
  CSRstr 3993 52.20 13.96 41 47 68
  CSRcon 3993 51.70 5.86 50 54 55

Panel B—Main variable of interest

Variables Mean Mean SD Q1 Median Q3

Main variable of interest
 Leadership RSA 3993 0.68 0.47 0.00 1.00 1.00
 Log leadership RSA percentage 3993 0.15 0.15 0.00 0.13 0.24
 Log leadership RSA percentage squared 3993 0.06 0.11 0.00 0.02 0.07
 Log number of RSA managers 3993 0.70 0.57 0.00 0.69 1.10
 Community religiosity 3993 0.51 0.10 0.44 0.52 0.60

Panel C—Top and Bottom States in the U.S. as Ranked by COMMUNITY RELIGIOSITY

Top states Bottom states

1 Utah 73.4% 36 Colorado 42.9%
2 Alabama 69.9% 37 Hawaii 41.3%
3 Oklahoma 65.9% 38 New Hampshire 41.2%
4 Louisiana 63.0% 39 Maryland 40.9%
5 Mississippi 62.2% 40 West Virginia 40.9%
6 Georgia 61.4% 41 Florida 40.1%
7 Massachusetts 60.7% 42 Wyoming 39.1%
8 Illinois 59.2% 43 Arizona 39.0%
9 Tennessee 59.1% 44 Washington 36.4%
10 North Dakota 58.5% 45 Vermont 36.1%
11 Arkansas 58.0% 46 Nevada 34.4%
12 New Jersey 57.4% 47 Oregon 34.2%
13 Texas 57.2% 48 Alaska 33.9%
14 Pennsylvania 57.2% 49 Montana 32.9%
15 Connecticut 57.0% 50 Maine 31.2%

Panel D—Other control variables

Variables N Mean SD Q1 Median Q3

Size 3993 8.04 1.53 6.86 7.94 9.07
Market-to-book 3993 2.81 5.31 1.38 2.14 3.45
Capital expenditure 3993 0.04 0.05 0.01 0.03 0.05
Advertising expenses 3993 0.01 0.03 0.00 0.00 0.01
R&D Expenses 3993 0.06 0.14 0.00 0.01 0.07
Long-term DEBT 3993 0.16 0.15 0.02 0.13 0.25
Sales growth 3993 0.07 0.20  − 0.02 0.06 0.15
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logarithm of total assets; growth opportunities (MARKET-
TO-BOOK) is calculated as market value of equity divided 
by book value of equity; CAPITAL EXPENDITURE is capi-
tal expenditure expense over total sales; SALES GROWTH 
is the sales growth rate from previous year to current year; 
σ_RETURNS is the standard deviation of monthly stock 
returns of the previous year; LONG-TERM DEBT, ADVER-
TISING EXPENSES, and R&D EXPENSES, are long-term 
debt, advertising expenses, and research and development 
expenses, respectively, divided by lagged total assets. Also 
included are firm internationalization (e.g. Attig et al. 2016) 
as measured by FOREIGN EXCHANGE EARNINGS from 
Compustat, and BOARD INDEPENDENCE (e.g. Jo and Har-
joto 2011, 2012) calculated as the number of independent 

outside directors divided by the number of total directors. 
For brevity, definitions of county-level variables such popu-
lation, income, etc. are provided in the Appendix together 
with those of above-mentioned variables. The summary sta-
tistics for these variables are displayed in Panel D of Table 1.

Panel E of Table 1 shows the Fama–French 12-industry 
composition of the sample, by number of firms and num-
ber of observations. We see that the biggest group, about 
one-fourth of the sample (25.93% by number of firms and 
25.69% by number of observations), is the business equip-
ment industry, followed by the manufacturing (14.89% and 
17.05%) and the finance industries (15.51% and 14.73%). 
There is no observation from utility companies after merging 
datasets from all sources. In total, the sample spans across 

Table 1   (continued)

Panel D—Other control variables

Variables N Mean SD Q1 Median Q3

σ_returns 3993 0.10 0.05 0.06 0.09 0.12
Foreign exchange earnings 3993  − 2.17 13.92  − 2.70  − 0.24 0.45
Board independence 3993 0.79 0.11 0.71 0.82 0.89
Age 3988 43.02 9.91 35.80 38.50 53.00
Education 3988 41.96 38.24 15.81 17.57 78.28
Income 3988 7.14 2.05 5.48 6.80 8.37
Rural 3993 0.03 0.16 0.00 0.00 0.00
Minority 3987 32.75 14.24 20.48 34.37 43.76
Population 3993 13.89 1.09 13.41 14.00 14.44
Politics 3993 36.72 13.47 27.34 36.58 45.59
Analyst coverage 3973 2.71 0.73 2.20 2.77 3.26
Institutional investors 3808 0.80 0.16 0.70 0.82 0.93

Panel E—Fama–French 12-industry composition

Industry Firm count Percent Obs. count Percent

1. Consumer non-durables 45 5.58 237 5.94
2. Consumer durables 24 2.98 122 3.06
3. Manufacturing 120 14.89 681 17.05
4. Oil, gas, and coal extraction and products 34 4.22 182 4.56
5. Chemicals and allied products 39 4.84 206 5.16
6. Business equipment 209 25.93 1026 25.69
7. Telephone and television transmission 14 1.74 49 1.23
8. Utilities 0 0 0 0
9. Wholesale, retail, and some services (Laundries, Repair 

Shops)
47 5.83 216 5.41

10. Healthcare, medical equipment, and drugs 68 8.44 291 7.29
11. Finance 125 15.51 588 14.73
12. Other—Mines, Trans, Hotels, Entertainment, etc 81 10.05 395 9.89
Total 806 100 3993 100

This table presents the descriptive statistics for our sample of 3993 firm-year observations for 806 unique firms from 2006 to 2015. All variable 
definitions are in the Appendix. Panel A reports the summary statistics of all different measures of CSR, the dependent variable. Panel B reports 
the summary statistics of all different measures of religious school attendance (RSA)—the main variable of interest, and community religios-
ity—the key control variable. Panel C reports the rates of community religiosity for the top and bottom 15 states in the USA. Panel D reports the 
summary statistics of all other control variables. Panel E reports the Fama–French 12-industry distribution of the sample
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nearly all industries. In terms of the scope of coverage, it is 
a fair representation of the actual market.

Table 2 presents the correlations among the raw CSR 
score, leadership RSA, community religiosity, and all other 
major control variables. First, between CSR score and lead-
ership RSA, the Spearman correlation is 0.05, showing a 
positive relation, which is consistent with our hypotheses 1A 
and 1B. Second, the Spearman correlation between leader-
ship RSA and community religiosity is 0.04, which suggests 
that they capture quite different aspects of religiosity internal 
and external to a firm. Third, except for the pairs between 
firm size and some other variables (e.g. stock return volatil-
ity, R&D expenses, and long-term debt), the vast majority 
of all correlations are generally and reasonably low. Last, 
most correlation coefficients are statistically significant at 
the 0.1 percent level.

Empirical Results

Baseline Regressions

Table 3 presents the baseline regressions of CSR on leader-
ship RSA, community religiosity, and other control vari-
ables. The standard errors in all specifications are double 
clustered by firm and year. The R-squared is calculated so 
that it is mostly be driven by the regressor of interest instead 
of the multiple fixed effects.10,11 Specification (1) does not 
include industry, year, and state fixed effects; represents a 
univariate comparison, and shows a positive and significant 
relation between managerial RSA and CSR. Using various 
measures of leadership RSA and whether or not to control 
for community religiosity produces seven different specifi-
cations from (2) through (8). However, all six regressions 
in which measure of leadership RSA is included show 
the same statistically significant and positive association 
between CSR and RSA of corporate leadership at the 95% 
confidence level. Above all, the results are economically 
significant. For instance, in specification (1), the rating on 
how a firm behaves socially is 1.5 (1.494 to be exact) points 
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10  The problem of the standard R-squared or adjusted R-squared 
under many fixed effects, three (state, industry, and year) in our case, 
is that its value will mostly be driven by the fixed effects and not by 
the regressor of interest. We use a built-in function for R-squared cal-
culation in STATA so that when calculating R-squared, every vari-
able has already been demeaned with respect to all the fixed effects. 
Specifically, Adjusted R-squared = 1–[RSS/(N-1)]/[TSS/N-K-1-kk)], 
where RSS is the residual sum of squares, TSS is the total sum of 
squares, N is the sample size, K is the number of explanatory vari-
ables in the model, and kk is the number of fixed effects (which 
addresses the inflating effect from multiple fixed effects).
11  We employ “reghdfe” package (Correia 2017) in Stata to include 
multiple levels of fixed effects and have double-clustered standard 
errors in all our regressions.
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Table 3   Leadership RSA and CSR: baseline results

Variables (1) (2) (3) (4) (5) (6) (7) (8) (9)

Leadership RSA 1.494** 0.617** 0.617** 0.663**
(2.82) (2.91) (2.90) (2.69)

Log leadership RSA percentage 3.430** 3.451**
(3.10) (3.05)

Log leadership RSA percentage 
squared

 − 5.092***  − 5.117***

(− 3.76) (− 3.60)
Log number of RSA managers 0.554** 0.555**

(2.65) (2.65)
Community religiosity 0.821* 0.016  − 0.218  − 0.105 1.496

(2.32) (0.01) (− 0.14) (− 0.07) (0.76)
Size 2.025*** 2.046*** 2.025*** 2.021*** 2.022*** 1.992*** 1.993*** 1.891***

(6.42) (6.38) (6.35) (6.46) (6.39) (6.43) (6.36) (17.55)
Market-to-book 0.007 0.006 0.007 0.006 0.006 0.006 0.006 0.001

(0.58) (0.54) (0.59) (0.50) (0.52) (0.49) (0.50) (0.06)
Capital expenditure 3.695 3.998 3.695 3.867 3.863 3.684 3.682 0.342

(1.19) (1.27) (1.19) (1.23) (1.23) (1.18) (1.18) (0.12)
Advertising expenses 1.535 1.278 1.535 1.344 1.350 1.364 1.367 1.501

(0.26) (0.22) (0.26) (0.23) (0.23) (0.24) (0.24) (0.31)
R&D expenses 1.566 1.939 1.566 1.726 1.725 1.570 1.569 1.117

(1.02) (1.22) (1.02) (1.12) (1.12) (1.07) (1.07) (0.81)
Long-term DEBT  − 1.295  − 1.100  − 1.294  − 1.118  − 1.125  − 1.211  − 1.214  − 1.166

(− 1.37) (− 1.17) (− 1.38) (− 1.21) (− 1.23) (− 1.28) (− 1.30) (− 1.50)
Sales growth  − 0.824*  − 0.875*  − 0.824*  − 0.867*  − 0.868*  − 0.796  − 0.796  − 0.537

(− 1.99) (− 2.20) (− 1.99) (− 2.19) (− 2.19) (− 1.88) (− 1.88) (− 1.54)
σ_returns  − 3.546*  − 3.391  − 3.546*  − 3.356  − 3.357  − 3.538*  − 3.539*  − 1.622

(− 2.08) (− 1.95) (− 2.08) (− 1.92) (− 1.92) (− 2.08) (− 2.08) (− 0.96)
Foreign exchange earnings  − 0.003  − 0.002  − 0.003  − 0.002  − 0.002  − 0.003  − 0.003  − 0.005

(− 0.35) (− 0.26) (− 0.35) (− 0.34) (− 0.34) (− 0.36) (− 0.36) (− 0.95)
Board independence  − 0.844  − 0.772  − 0.843  − 0.851  − 0.856  − 0.864  − 0.866  − 1.372

(− 1.01) (− 0.94) (− 1.02) (− 1.05) (− 1.06) (− 1.06) (− 1.07) (− 1.58)
Age 0.039 0.032 0.039 0.034 0.034 0.037 0.037 0.028

(1.37) (1.13) (1.37) (1.18) (1.18) (1.30) (1.30) (0.83)
Education  − 0.010  − 0.010  − 0.010  − 0.010  − 0.010  − 0.010  − 0.010  − 0.003

(− 0.97) (− 0.96) (− 0.95) (− 0.99) (− 1.00) (− 0.96) (− 0.96) (− 0.26)
Income  − 0.106  − 0.102  − 0.106  − 0.108  − 0.106  − 0.100  − 0.099  − 0.214*

(− 1.18) (− 1.14) (− 1.19) (− 1.19) (− 1.18) (− 1.10) (− 1.10) (− 2.14)
Rural 0.131  − 0.102 0.130 0.024 0.030 0.132 0.134  − 0.397

(0.23) (− 0.17) (0.23) (0.04) (0.05) (0.22) (0.22) (− 0.59)
Minority 0.014 0.014 0.014 0.014 0.014 0.014 0.014  − 0.005

(0.78) (0.70) (0.71) (0.74) (0.72) (0.75) (0.71) (− 0.22)
Population  − 0.069  − 0.082  − 0.070  − 0.076  − 0.071  − 0.054  − 0.052  − 0.194

(− 0.43) (− 0.48) (− 0.41) (− 0.46) (− 0.42) (− 0.33) (− 0.30) (− 0.96)
Politics  − 0.013  − 0.012  − 0.013  − 0.012  − 0.012  − 0.013  − 0.013  − 0.030

(− 0.68) (− 0.56) (− 0.60) (− 0.66) (− 0.54) (− 0.69) (− 0.60) (− 1.40)
Observations 3993 3022 3022 3022 3022 3022 3022 3022 3034
Industry FE No Yes Yes Yes Yes Yes Yes Yes Yes
Year FE No Yes Yes Yes Yes Yes Yes Yes Yes
State FE No Yes Yes Yes Yes Yes Yes Yes Yes
Random effects No No No No No No No No Yes
SE clustered Firm-Year Firm-Year Firm-Year Firm-Year Firm-Year Firm-Year Firm-Year Firm-Year Firm-Year
Adj. R-squared 0.002 0.332 0.329 0.332 0.332 0.332 0.333 0.332 0.956
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higher for a firm having at least one RSA manager than a 
firm without any RSA manager. Given that the sample aver-
age (median) is − 3.45 (− 1), the effect is substantial. Worth 
mentioning is that in specifications (5) and (6) the coeffi-
cient of the squared term of leadership RSA percentage is 
statistically significant and negative at the 1% significance 
level, which indicates that the RSA of higher management is 
positively affecting firms’ social performance at a decreas-
ing rate. That is, the promoting effect of RSA on CSR is the 
strongest when a management team recruits its first RSA 
manager; but as more and more RSA managers join, the 
marginal positive effect of RSA on CSR decreases. In speci-
fications (7) and (8), we use number of RSA managers as 
an alternative measure of leadership RSA and see a positive 
and significant link between managerial RSA and CSR. To 
further check the robustness and account for unobserved 
heterogeneity of the baseline results, we employ random 
effects and show consistent results in specification (9). Piv-
otally, in specification (3) where community religiosity is 
included while leadership RSA is not, community religios-
ity has a significantly positive effect on CSR. However, the 
impact of community religiosity, which is shown to strongly 
influence the economic outcomes in previous studies and is 
also displayed in specification (3), is wholly muted in all 
specifications where it is included together with managerial 
RSA. We contend that while community or local religiosity 
is important by itself, but when leadership RSA is simul-
taneously considered, community religiosity becomes less 
critical, or its effect is substituted by the effect of leadership 
RSA. Managers’ intrinsic religious values proxied by RSA 
do significantly influence how they want their companies 
to behave toward the public good. Overall, the findings are 
consistent with hypotheses 1A and 1B.

Interaction Effects

While our paper focuses on the role of corporate insiders in 
setting the CSR choice, recent studies identify several exter-
nal factors that determine the extent of CSR engagement 
in companies. Two important external factors are corporate 
governance (Harjoto and Jo 2011) and societal preferences 
(Cui et al. 2015, 2016). Harjoto and Jo (2011) contend that 
governance and monitoring mechanisms can serve as effec-
tive resolution for potential conflicts among various stake-
holders. Thus, stronger governance and monitoring lead to 
more responsible behaviors of companies. Jo and Harjoto 

(2011) confirm that CSR is positively associated with the 
internal and external monitoring mechanisms, including 
analyst coverage (Frankel and Li 2004; Chen et al. 2016) 
and institutional ownership (Liu 2014). Another material 
factor that drives CSR, as discussed earlier, is the religious 
norms in a geographic area (Cui et al. 2015, 2016). They 
demonstrate that an external religious milieu, specifically 
the religiosity of community where a company is located, 
has predicting power over corporate decisions towards its 
shareholders and other stakeholders.

The prior work suggests that the CSR decisions we 
observe in practice not only reflect managers’ CSR-ori-
ented values, but also the external pressures the firm faces. 
It is reasonable to assume that when the effect of external 
monitoring or social pressure is at work, the role of manag-
ers’ values and preferences becomes less weighty. We thus 
expect that the positive link between RSA and CSR per-
formance we hypothesized earlier to be more pronounced 
among firms with less external monitoring or social pres-
sure. In other words, we expect there is substitution effect 
between RSA and other driving forces of CSR, i.e. the effect 
of leadership RSA on CSR performance is stronger among 
firms with lower level of community religiosity or less exter-
nal monitoring (e.g. fewer analyst following or institutional 
investors). Alternatively, one could also argue that there is 
complementary effect between managerial RSA and other 
driving factors of CSR which could reinforce the role of 
RSA in affecting the CSR performance. Therefore, whether 
complementary or substitution effect dominants is an empir-
ical question.

Table 4 shows the empirical test results. The positive and 
significant effect of leadership RSA by itself confirms our 
baseline findings in Table 3. First and foremost, results show 
that the coefficients of all interaction terms are significant 
and negative at the 95% confidence level, meaning that lead-
ership RSA and all the proxies of external monitoring or 
external pressure of doing good are substitutional in affect-
ing CSR performance. In the first specification, the nega-
tive and significant interaction term between leadership RSA 
and community religiosity indicates that as the religiosity 
in the community decreases, i.e. as the external pressure of 
being socially responsible lessens, managerial RSA exerts 
a stronger impact on CSR. The second column looks at the 
interaction effect between managerial RSA and analyst cov-
erage, which is significant and negative, indicating that when 
the external monitoring from analysts is weak, managerial 

Table 3   (continued)
This table reports the regression results of CSR performance on religious school attendance (RSA) of top managers, community religiosity, 
and other control variables. All variable definitions are in the Appendix. Industry, year, and state fixed effects are included in specifications (2) 
through (8). Random effects are included in specification (9). Standard errors are double-clustered by firm and year in all specifications. Number 
of observations vary due to availability of specific variables in each specification. Robust t-statistics are in the parentheses. ***, **, and * denote 
statistical significance at the 0.1, 1, and 5 percent levels, respectively
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RSA plays a bigger role in guiding firms to do good. Moreo-
ver, institutional investors act as another external monitor-
ing mechanism for a firm. The third column shows that, 
when these investors account for a lower percentage of a 
company’s total investors, the firm needs stronger leader-
ship RSA effect to act responsibly. The negative interaction 

effects are also economically significant. An interquartile 
range decrease in community religiosity, number of ana-
lysts following, and percentage of institutional investors for 
a firm with (without) RSA managers aboard would increase 
(decrease) its CSR performance score by 1 (0.5), 0.2 (1), 
and 0.7 (0.6) point, respectively. Given that the sample mean 

Table 4   Leadership RSA and 
CSR: interaction tests

This table reports the regression results of CSR on interaction effects between religious school attendance 
(RSA) of top managers and three measures proxying external monitoring or pressure of being socially 
responsible, and other control variables. All variable definitions are in the Appendix. Results of county-
level control variables are omitted for brevity. Industry, year, and state fixed effects are included. Stand-
ard errors are double-clustered by firm and year. Robust t-statistics are in the parentheses. ***, **, and * 
denote statistical significance at the 0.1, 1, and 5 percent levels, respectively

Variables Community religi-
osity

Analyst coverage Institutional investors

Interaction term  − 5.081*  − 1.165*  − 3.001*
(− 2.40) (− 1.99) (− 2.18)

Leadership RSA 3.192** 3.884* 3.127*
(2.87) (2.43) (2.50)

Analyst coverage 0.925
(1.57)

Institutional investors 2.824*
(2.11)

Community religiosity 3.225 0.220 0.045
(1.62) (0.14) (0.03)

Size 2.032*** 1.902*** 2.000***
(6.38) (5.74) (6.47)

Market-to-book 0.008 0.004  − 0.001
(0.69) (0.33) (− 0.12)

Capital expenditure 3.937 3.052 3.723
(1.29) (0.99) (1.16)

Advertising expenses 1.353 0.203 1.195
(0.23) (0.03) (0.18)

R&D expenses 1.612 0.925 1.375
(1.08) (0.68) (0.97)

Long-term DEBT  − 1.338  − 1.324  − 0.892
(− 1.45) (− 1.38) (− 0.96)

Sales growth  − 0.843*  − 0.836*  − 0.816
(− 2.09) (− 1.97) (− 1.94)

σ_Returns  − 3.575*  − 3.751*  − 2.705
(− 2.06) (− 2.30) (− 1.35)

Foreign exchange earnings  − 0.001  − 0.003  − 0.003
(− 0.20) (− 0.44) (− 0.41)

Board independence  − 0.740  − 1.002  − 0.871
(− 0.91) (− 1.22) (− 0.93)

Observations 3022 3017 2906
County-level controls Yes Yes Yes
Industry FE Yes Yes Yes
Year FE Yes Yes Yes
State FE Yes Yes Yes
SE clustered Firm-Year Firm-Year Firm-Year
Adj. R-squared 0.334 0.333 0.327
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(median) of CSR performance score is − 3.45 (− 1), the 
effect is substantial. In sum, all three interaction tests, taken 
as a whole provide strong evidence that when firms face less 
external pressure of doing good or have weaker monitoring 
mechanisms, leadership RSA becomes more important in 
promoting CSR performance.

To more intuitively show the interaction effects discussed 
above, we plot them in Fig. 1. Figure 1a–c illustrate the 
interaction effects between leadership RSA and different 
measures of external pressure of doing good or monitoring 
mechanism, i.e. community religiosity, analyst coverage, 
and institutional investors (the moderator variables), respec-
tively. It shows that, across all three figures, as the moderator 
variable decreases from two standard deviations above the 
mean of itself (dashed line) to two standard deviations below 
the mean of itself (solid line), the slope of the line, i.e. the 
relation between leadership RSA and CSR, changes from 

slightly negative to positive, indicating a stronger supporting 
effect of leadership RSA on firms’ CSR performance, which 
is consistent with the results of regression analysis.

Endogeneity and Propensity Score Matching (PSM) 
Methodology

One potential concern in our study is endogeneity. An RSA 
manager is likely to join a firm with better social perfor-
mance; and, likewise, a company putting a lot of efforts in 
its social responsibilities might be more interested in hiring 
an RSA manager. Moreover, there might be omitted firm 
characteristics influencing both the hiring of RSA managers 
and corporate social responsibility. Therefore, to establish 
causality and strengthen our findings between managerial 
RSA and firms’ CSR performance, we perform PSM meth-
odology. Specifically, in each sample year and for each firm 

Fig. 1   Leadership RSA and CSR: Interaction Tests. These figures 
present the interaction effects between Leadership RSA and measures 
of external pressure of doing good or monitoring mechanism (the 
moderator variables), i.e. community religiosity, number of analysts 
following, and percentage of institutional investors, in Figs. a, b, and 

c, respectively. The Y axis denotes the predicted value of CSR rating. 
The X axis denotes Leadership RSA, ticked at 0 and 1. Solid (dashed) 
line is for moderator variable valued at two standard deviations below 
(above) the mean. Confidence intervals are at 1 percent significance 
level
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with no top RSA managers, we match it with another firm 
from the same 3-digit SIC industry, in the same year, and 
with at least one top RSA manager based on the propensity 
score generated by community religiosity and all other con-
trol variables.12 Next, we statistically compare the means of 
each control variable and also the outcome variable, CSR, 
to see whether CSR is significantly different, while all con-
trol variables are not statistically different between the two 
groups.

Table 5 presents the results of the PSM test. It shows that 
the CSR scores are significantly different between firms with 
RSA top managers and those without, and the mean of CSR 
performance rating for the firms with RSA top managers 
is higher by 2.19 with a p-value of 0.00. For control vari-
ables, 14 out of all 18 variables are not statistically different 

between the two groups. Although four of them are signifi-
cantly different, the mean differences are all lower or equal 
to 0.04 in absolute value. The only exception is firm size, 
principally due to the fact that the matching is restricted to 
the same 3-digit SIC industry and year, and thus greatly 
reduces the pool of firms of similar size to select from and 
match to. Crucially, the mean difference of community relig-
iosity is statistically insignificant, indicating that while the 
external religious environment for the two groups of firms is 
very similar, managerial RSA remains influential in affect-
ing firms’ CSR performance. We perform a subsample test 
to address the concern that our results are not driven by firm 
size while observing the comparatively significant difference 
in absolute value for firm size between the control group and 
the treatment group. We split the sample into large firms and 

Table 5   Leadership RSA and 
CSR: propensity score matching

This table reports the propensity score matching results of the effect of religious school attendance (RSA) 
of top managers on CSR performance. All variable definitions are in the Appendix. Each firm-year obser-
vation with no top RSA managers is matched to a firm-year observation with at least one top RSA man-
ager, by 3-digit SIC industry, year, community religiosity, and all other control variables. The means of all 
variables between the two groups are compared using T-test. ***, **, and * denote statistical significance 
at the 0.1, 1, and 5 percent levels, respectively

Variables No RSA Manager 
on Team
(N = 1266)

Has RSA Managers 
on Team
(N = 1266)

Difference in means

Mean Mean Difference p-value

Variables used to estimate the propensity score
3-digit sic & year
 Community religiosity 0.51 0.51 0.00 0.30
 Size 7.70 8.18  − 0.48***  < 0.001
 Market-to-book 2.81 2.79 0.02 0.92
 Capital expenditure 0.04 0.04 0.00 0.20
 Advertising expenses 0.01 0.01 0.00 0.91
 R & D expenses 0.05 0.06 0.00 0.18
 Long-term debt 0.14 0.17  − 0.03***  < 0.001
 Sales growth 0.08 0.07 0.01 0.26
 σ_returns 0.10 0.10 0.00 0.07
 Foreign exchange earnings  − 2.23  − 2.21  − 0.02 0.97
 Board independence 0.78 0.80  − 0.02***  < 0.001
 Age 43.05 43.64  − 0.58 0.14
 Education 42.90 43.82  − 0.92 0.56
 Income 7.03 7.12  − 0.09 0.26
 Rural 0.05 0.01 0.04***  < 0.001
 Minority 33.19 32.72 0.47 0.41
 Population 13.83 13.87  − 0.04 0.39
 Politics 38.34 36.45 1.88 0.12

Outcome variable
 CSR  − 4.47  − 2.28  − 2.19** 0.00

12  The propensity score is the predicted value from the regression of 
leadership RSA on all other control variables.
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small firms using median firm size. Results show that for 
both groups of firms, the positive and significant relation 
between managerial RSA and CSR hold, while the effect is 
stronger in smaller firms.13

CSR Decomposition

There are many aspects in defining whether a firm acts 
socially responsible according to KLD’s CSR performance 
rating system. All the CSR performance rating factors can 
be categorized into strengths and concerns. Diving deeper, 
there are many elements in both strengths and concerns 
under each of the seven main categories. For instance, in 
terms of environment, using clean energy is a plus, while 
making a controversial investment is a minus from the cor-
porate governance perspective. In regard to human rights, 
a lack of freedom of expression is considered a concern, 
while having a cash profit sharing policy in place is deemed 
a strength from an employee relations perspective.

Panel A of Table 6 shows the regressions of raw and 
weighted CSR with different components and respective 
strengths and concerns separately on leadership RSA and 
all other control variables. The positive effect of leadership 
RSA on CSR measures in both raw and weighted forms is 
statistically significant. Essentially, the positive impact is 
from strengths instead of the concerns. This is consonant 
with previous studies showing that for the most part reli-
gion positively affects personal and corporate behaviors (e.g. 
McGuire et al. 2012; Boone et al. 2012; Du et al. 2014). 
Next, besides the overall rating, each of the seven main rat-
ing categories in CSR is broken down into strengths and 
concerns and are regressed on managerial RSA. Results are 
provided in Panel B of Table 6. It is clearly seen that several 
factors contribute to the positive link between leadership 
RSA and firms’ CSR performance. Specifically, managerial 
RSA promotes overall diversity and strengths of environ-
ment and product. The only counterintuitive finding is that 
leadership RSA increases community concerns. Taking a 
thorough look into the detailed rating factors in this cat-
egory, we find that there are only four rating criteria, i.e. 
investment controversies, negative economic impact, tax dis-
putes, and others, which is the lowest compared to strengths 
and concerns under other main CSR performance rating cat-
egories, most of which have at least eight rating criteria. The 
low power of test is one possible explanation. When talking 
about community in the CSR context, we usually refer to 
charitable giving, housing support, volunteer programs, etc. 
instead of the above-mentioned economic viewpoints, thus 
making lack of relevance another explanation.

To conclude, leadership RSA promotes firms’ overall 
CSR performance, particularly the positive aspects and the 
engagement with diversity, environment, and product.

Discussion

Summary of Main Results and Contribution

The empirical results of our study, based on a panel data of 
806 firms from 2006 to 2015, suggest that there is a positive 
link between managers’ RSA experience and firms’ CSR 
performance. Specifically, in their ratings of CSR perfor-
mance, firms with top managers who attended religiously 
affiliated school outperform their peers with no such man-
agers. Furthermore, firms with more RSA managers receive 
higher CSR performance ratings than firms with fewer RSA 
managers, although the relationship between RSA and CSR 
is increasing at a decreasing rate. Our results are more pro-
nounced among firms with lower level of community religi-
osity or less external monitoring (e.g., fewer analysts fol-
lowing or institutional investors). We interpret our results as 
empirical evidence that supports the theory of Hemingway 
and Maclagan (2004).

Our paper contributes to the extensive literature on firms’ 
CSR decisions. There is no argument that corporations bear 
responsibilities to society; but there is considerable debate 
as to how CSR is associated with the concept of shareholder 
primacy. Although some scholars regard CSR as an invest-
ment that comes at the expense of shareholders (Friedman 
1970), extant literature largely acknowledges the value-
enhancing role of CSR (Malik 2015). While most previ-
ous studies treat CSR as a strategic decision from the firms’ 
perspective, more recent work identifies external factors that 
determine the extent of CSR in companies. Such factors 
include corporate governance (Harjoto and Jo 2011), coun-
try legal regime (Liang and Renneboog 2017), and societal 
preferences (Cui et al. 2015, 2016), among others. In their 
theoretical work, Hemingway and Maclagan (2004) suggest 
that corporate managers’ values and interests in CSR initia-
tives can be an important motivating factor for a firm’s CSR 
decisions. Our paper adds to the literature by documenting 
that corporate managers who attended religiously affiliated 
school outperform their peers without such educational 
experience in their CSR initiatives. Our empirical findings 
lend support to early theoretical work that suggests manage-
rial CSR-oriented values (i.e., religious values) can be key 
motivating factors for CSR initiatives.

From a broader perspective, our paper also adds to the 
growing literature that links college experience to an indi-
vidual’s professional and personal life after college. Educa-
tion, particularly post-secondary education, plays a vital role 
in disseminating knowledge and developing human capital. 

13  Results are omitted for brevity but are available from the authors 
upon request.
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Earlier studies, therefore, use education as a proxy for skill 
(e.g., Bartel and Sicherman 1998; Chevalier and Ellison 
1999) and examine the relationship between college degree 
attainment and labor market success (Bowen 1977; Feld-
man and Newcomb 1969; Pascarella and Terenzini 1991, 
2005). Education, however, is not only associated with 

disseminating knowledge, but also with internalizing value. 
Different from earlier studies, our paper uses education as 
a proxy for value and documents a positive link between 
managers’ RSA experience and firms’ CSR performance. 
Our work thus contributes to this strand of literature by 

Table 6   Leadership RSA and CSR: CSR decomposition

This table reports the regression results of religious school attendance (RSA) of top managers on CSR performance including different compo-
nents and individual CSR components. All variable definitions are in the Appendix. Panel A reports the regression results of CSR including a) 
all 7 components and b) all components but corporate governance, on RSA. Panel B reports the regression results of individual CSR components 
on RSA. Industry, year, and state fixed effects are included in all regressions. Results for control variables are omitted for brevity. Standard errors 
are double-clustered by firm and year. Robust t-statistics are in the parentheses. ***, **, and * denote statistical significance at the 0.1, 1, and 5 
percent levels, respectively

Panel A: CSR including different components

Variables CSR (All 7 components) CSR (Excl. Corp. Gov.)

CSR CSRw CSRstr CSRcon CSR CSRw CSRstr CSRcon

Leadership RSA 0.617** 0.050* 0.636** 0.019 0.575* 0.048* 0.600** 0.025
(2.90) (2.30) (2.68) (0.15) (2.57) (2.21) (2.65) (0.20)

Controls Yes Yes Yes Yes Yes Yes Yes Yes
Observations 3022 3022 3022 3022 3022 3022 3022 3022
R-squared 0.954 0.963 0.962 0.950 0.943 0.956 0.942 0.946
Industry/Year/State FEs Yes Yes Yes Yes Yes Yes Yes Yes
SE clustered Firm-Year Firm-Year Firm-Year Firm-Year Firm-Year Firm-Year Firm-Year Firm-Year
Adj. R-squared 0.332 0.262 0.442 0.181 0.367 0.315 0.446 0.156

Panel B: CSR components

Variables Corporate governance Community Diversity

CSR CSRstr CSRcon CSR CSRstr CSRcon CSR CSRstr CSRcon

Leadership RSA 0.042 0.036  − 0.006 0.020 0.049 0.029* 0.166* 0.093  − 0.073
(0.75) (0.76) (− 0.22) (0.57) (1.28) (2.27) (2.13) (1.40) (− 1.78)

Controls Yes Yes Yes Yes Yes Yes Yes Yes Yes
Observations 3022 3022 3022 3022 3022 3022 3022 3022 3022
Industry/Year/State FEs Yes Yes Yes Yes Yes Yes Yes Yes Yes
SE clustered Firm-Year Firm-Year Firm-Year Firm-Year Firm-Year Firm-Year Firm-Year Firm-Year Firm-Year
Adj. R-squared 0.024 0.037 0.120 0.189 0.228 0.045 0.258 0.244 0.080

Variables Employee Environment Humanity Product

CSR CSRstr CSRcon CSR CSRstr CSRcon CSR CSRstr CSRcon CSR CSRstr CSRcon

Leadership 
RSA

0.161 0.171 0.010 0.145 0.195** 0.050 0.005 0.017 0.012 0.078 0.075*  − 0.003

(1.52) (1.57) (0.21) (1.75) (2.87) (1.32) (0.15) (0.60) (0.63) (1.44) (2.25) (− 0.08)
Controls Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Observa-

tions
3022 3022 3022 3022 3022 3022 3022 3022 3022 3022 3022 3022

Industry/
Year/State 
FEs

Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes

SE clustered Firm-
Year

Firm-
Year

Firm-
Year

Firm-
Year

Firm-
Year

Firm-
Year

Firm-
Year

Firm-
Year

Firm-
Year

Firm-
Year

Firm-
Year

Firm-
Year

Adj. 
R-squared

0.171 0.239 0.114 0.156 0.287 0.106 0.053 0.026 0.128 0.016 0.028 0.131
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exploring the role of college education beyond disseminat-
ing knowledge.

RSA vs. Community Religiosity

In closely related work, Cui et al. (2015, 2016) find that sen-
ior managers, believers or nonbelievers, can be influenced 
by local religious and moral values surrounding them. Their 
findings raise a natural question: how does RSA measure 
compare with community religiosity? In the field of educa-
tional psychology, students’ learning behaviors are triggered 
by, in general, two types of motivations, intrinsic and extrin-
sic (e.g. de Charms 1968; Deci 1971, 1975). Intrinsic moti-
vation generates enjoyment and satisfaction arising from 
voluntarily doing something (e.g. one reads a book because 
she enjoys reading) while extrinsic motivation refers to per-
forming some task because it leads to a separate outcome 
(e.g. one reads a book because it is a homework assignment). 
Literature (e.g. Vallerand and Blssonnette 1992; Ryan and 
Deci 2000; Lepper et al. 2005; Corpus et al. 2009; Lemos 
and Veríssimo 2014) shows that it is intrinsic motivation that 
better promotes students’ academic achievement. However, 
intrinsic and extrinsic motivations are not opposites, as they 
may cooperate with each other.

The above discussion serves as a meaningful analogy to 
our view of the roles that RSA (intrinsic motivation, i.e. 
feels right or satisfied) and community religiosity (extrin-
sic motivation, e.g. to maintain corporate image) play in 
influencing CSR performance. As shown in the results of 
Table 3, where community religiosity is included, together 
with leadership RSA, its effect is muted in all tests. We do 
not argue that community religiosity is not salient in guid-
ing or at least exerting pressure on firms to behave socially 
responsible. For sure, literature provides strong evidence that 
companies located in more religious areas tend to incur less 
unethical behaviors (e.g. McGuire et al. 2012; Boone et al. 
2012). However, we contend that, corporate leaders are those 
who set policies, make decisions, and execute actions of how 
companies they lead should behave. When it comes to deter-
mine the pattern of expression of individuals’ decisions and 
actions, intrinsic values and motives can be more important 
than external pressure. Even if managers’ decisions are made 
under certain external pressure, for example, a company is 
located in an area where CSR is particularly valued by the 
residents, it is still at the managers’ discretion whether they 
solely satisfy shareholders’ benefits or voluntarily expand 
their responsibilities to the economy, environment and soci-
ety, and if the latter, in what aspect(s) and by what degree.

Interestingly, RSA and community religiosity are not 
highly correlated (see Table 2), suggesting limited overlap 
between the two measures. However, the interaction term of 
RSA and community religiosity is negative and significant 
(see Table 4). We interpret this finding as consistent with the 

idea that when external pressure of being socially respon-
sible lessens, managerial RSA exerts a stronger impact on 
CSR performance.

Limitations and Future Research

A primary limitation of our study is that we cannot observe 
managers’ actual religious values. Our measure of RSA 
serves merely as a proxy for religious value. Therefore, we 
cannot test the impact of attending religious colleges on 
shaping or reflecting religious values, nor can we demon-
strate the effect of religious values on CSR performance. 
We acknowledge that while theoretical argument of Heming-
way and Maclagan (2004) supports our hypothesis about the 
RSA-CSR link, we cannot directly test or demonstrate the 
channel in the model. For instance, our measure of manag-
ers’ RSA may capture two associated but different effects: 
managers’ religious belief before college and the religious 
education they receive in college. We are not unable to dis-
entangle the two effects under the current empirical setting.

We also realize undoubtedly that RSA may not be a per-
fect proxy variable. There might be students who are non-
religious but went to church-affiliated schools. There could 
also be cases where students attended religious college but 
were not influenced by religious education at all, in terms 
of becoming a better citizen or an ethical manager in their 
future career. After all, some religious-affiliated schools have 
evolved greatly over time and the religious culture has faded. 
Not all church-affiliated schools require the student to attend 
religious classes or chapel services. However, we believe 
our proxy is valid and appropriate for at least the following 
two reasons. First, for a variable to be a good proxy, it needs 
to have a close correlation, not perfect correlation with the 
variable of interest. So long as the “measurement error” in 
RSA is not systematically associated with the outcome vari-
able CSR performance, the noise in the proxy works against 
finding a statistically significant impact of RSA. Second, 
ultimately, we use RSA to proxy for CSR-oriented values 
(Hemingway and Maclagan 2004). Prior work has docu-
mented strong evidence that religious colleges provide better 
business ethics education. We believe this evidence further 
help justify RSA as a valid proxy for CSR-related values.

The above two limitations can be solved by using survey 
method to obtain managers’ true religious values and other 
relevant information. A common drawback of survey study 
is limited sample size and representativeness which greatly 
reduce the generality of findings. For example, Mazereeuw-
van der Duijn Schouten et al. (2014) use 473 Dutch execu-
tives and Jamali and Sdiani (2013) survey only 149 Leba-
nese managers, while our final sample incorporates nearly 
6000 top managers. What is more, the survey is usually done 
once, thus lacking more profound inferences that panel data 
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could provide. Moving forward, it would be fruitful to con-
duct a similar study with large sample survey data spanning 
several years.

The current paper only considers attending (or not) the 
religious-affiliated school. The degree of actual religious 
education exposure that varies across different colleges and 
its effect on firms’ CSR behavior can be a natural further 
extension of the study. The current study investigates the 
effect of attending religiously affiliated schools on firm 
CSR performance. Further studies are worth conducting in 
respect to the effect of RSA on other firm decisions such 
as financial misreporting, earnings management, and other 
agency-related misbehaviors. Our prior is that RSA manag-
ers, due to higher moral standard, are much less likely to 
engage in these misbehaviors. Additionally, in an unreported 
test, we find that the effect of leadership RSA is stronger for 
small firms that for large firms, split by median firm size, 
which might indicate that managers of smaller firms are less 
affected by stakeholders, and are abler to instill their per-
sonal values into corporate culture. This is also a potential 
interesting point for further research.

Brammer et al. (2007) examine the association between 
religious denominations and individual attitudes towards 
CSR activities by conducting a large sample study, find-
ing that religion may exert significant influence on shaping 
individuals’ perceptions of CSR. They show that there are 
variations across different religions in attitudes towards vari-
ous aspects of CSR activities. For example, most Christians, 
Muslims, and Hindus think that the economic responsibility 
of companies is very substantial, while Jews and Buddhists 
see a firm’s material well-being significantly less meaning-
ful. Although the impact of non-Protestant and non-Catholic 
religions in our sample is negligible due to data limitations, 
it is worth expanding our study in an international context to 
bring more insights on the relationship between managers’ 
religious value and firm’s CSR performance.

Conclusion

Religion has in the past been seen as a private matter with 
little or no place in corporate America. In this paper, based 
on theoretical work of Hemingway and Maclagan (2004), 
we assess the empirical association between our proxy of 
managers’ religious values and firms’ CSR performance. 
Using a panel data of 806 U.S. firms from 2006 to 2015, we 
find that in their CSR performance ratings, firms with top 
managers who attended religiously affiliated school (RSA 
managers) outperform their peers with no such managers. 
The positive relationship between RSA and CSR is stronger 
among firms with lower level of community religiosity or 
less external monitoring (e.g., fewer analyst following or 
institutional investors). Our findings lend support to early 

theoretical work that suggests managerial CSR-oriented val-
ues (e.g., religious values) can be key motivating factors for 
CSR initiatives.

Our paper contributes to the extensive literature on firms’ 
CSR decisions. Different from previous studies which treat 
CSR as a strategic decision from the firms’ perspective, our 
paper focuses on corporate leaders’ perspective and stud-
ies how their values and interests in CSR initiatives matter. 
From a broader perspective, our paper also adds to the grow-
ing literature that links college experience to an individual’s 
professional and personal life after college. Different from 
earlier studies which focus on college and labor market suc-
cess, our work aims to explore the role of college education 
beyond disseminating knowledge. By doing so, we wish to 
highlight the importance of higher education in instilling 
students with good values.
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Appendix

Variables Definitions

CSR Score Raw CSR score, sum of scores of all CSR 
strengths factors minus the sum of scores of all CSR con-
cerns factors for a firm-year.

CSRw Weighted CSR score, which is raw CSR score 
divided by the total maximum possible number of all KLD 
strengths factors and concerns factors for a firm-year.

CSRstr Sum of raw scores of all CSR strengths factors 
for a firm-year.

CSRcon Sum of raw scores of all CSR concerns factors 
for a firm-year.
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Leadership RSA An indicator variable which equals to 
one if there is at least one high-ranking manager who gradu-
ated from a religiously affiliated school, for a firm-year, and 
zero otherwise.

Log Leadership RSA Percentage Natural logarithm of one 
plus number of high-ranking RSA managers divided by total 
number of high-ranking managers.

Log Leadership RSA Percentage Squared Natural loga-
rithm of one plus the squared term of number of high-rank-
ing RSA managers divided by total number of high-ranking 
managers.

Log Number of RSA Managers Natural logarithm of one 
plus the number of high-ranking RSA managers.

Community Religiosity Number of religious adherents in 
the county divided by the population of the county.

Size: Logarithm of total assets.
Market-To-Book Market value of equity divided by book 

value of equity.
Capital Expenditure Capital expenditure expense over 

total sales.
Advertising Expenses Advertising expenses divided by 

lagged total assets.
R&D Expenses Research and development expenses 

divided by lagged total assets.
Long-Term Debt Long-term debt divided by lagged total 

assets.
Sales Growth Sales growth rate from previous year to 

current year.
Stock Return Volatility Standard deviation of monthly 

stock returns of the previous year.
Foreign Exchange Earnings Foreign Exchange Earnings.
Board Independence Number of independent directors 

divided by total number of directors.
Age Average age of residents in each county, from U.S. 

Census Bureau’s estimates.
Education Percentage of the adult population in each 

county with a college education, from U.S. Census Bureau’s 
estimates.

Income Median household income in each county (in ten 
thousand), from U.S. Census Bureau’s estimates.

Rural An indicator variable that equals to 1 if the firm is 
headquartered outside the MSAs, and 0 otherwise.

Minority Percentage of racial minorities in each county, 
from U.S. Census Bureau’s estimates.

Population Natural logarithm of the population for each 
county in missions, from U.S. Census Bureau’s estimates.

Politics Percentage of the adult population in each county 
who is affiliated with the Republican party, from Guardian 
and Townhall.com.

Analyst Coverage Natural logarithm of number of ana-
lysts following.

Institutional Investors Percentage of total institutional 
ownership.
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