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This paper presents an examination of the joint impact of board structural elements at
firm level and financial analysts as market-level corporate governance (CG) on corpo-
rate social responsibility (CSR) performance. Our study contributes to the CG-CSR
literature by adopting the bundling approach, a perspective that has recently attracted
researchers’ attention as an answer to any heterogeneity and fragmentation in existing
findings. It is based on an extensive sample consisting of 7,739 firm-year observations
of US firms for the 2006-2015 period. The findings suggest that financial analysts com-
plement the corporate board with more independence, gender diversity and a specialized
CSR committee to realize a certain level of CSR performance of a firm. The findings also
indicate that analysts substitute for those internal governance factors that are associated
with weaker boards — larger sizes and dual-role CEOs. We also draw implications for
research and practice from our findings.

ducted on this topic has failed to reach a consensus
on whether boards of directors only pursue profit
maximization goals or also satisfy stakeholder de-
mands, thereby achieving CSR goals (Oh, Chang
and Kim, 2018).

Introduction

Interest in examining the role played by corporate
governance (CG) on corporate social responsibil-
ity (CSR) performance is on the rise (Haque and

Ntim, 2020; Jain and Zaman, 2020). Our study
aimed to examine the effects of various governance
mechanisms on CSR by taking into consideration
their joint influence on corporate strategy. The ex-
tant research has predominantly looked at both in-
ternal and external mechanisms in isolation, with
limited regard for the complementarity and sub-
stitution that may exist between them (Misangyi
and Acharya, 2014). The relevant literature shows
that corporate boards, as internal CG tools, ex-
ercise good oversight of their firms’ ethical issues
(Byron and Post, 2016; Garcia-Meca and Sanchez-
Ballesta, 2009). However, the extant research con-

Additionally, Dyck, Morse and Zingales (2010)
and Kim, Li and Zhang (2011) argued that fi-
nancial analysts engage in a form of market-level
governance and curb any propensities to man-
agerial fraud and unprecedented rent extraction.
However, the extant research on the relation-
ship between external governance and ethical
behaviours has also yielded mixed findings (e.g.
Adhikari, 2016; Chen et al., 2016a; Shi, Connelly
and Hoskisson, 2017; Yu, 2008). To reconcile these
inconsistencies, we studied the CG—CSR nexus by
bundling analysts with firm-level CG mechanisms.
In so doing, we drew key insights mainly from
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agency theory and from the wider literature on the
CG-CSR relationship.

In this respect, Aguilera ez al. (2015) advocated
the need to move beyond the ‘one-size-fits-all’ per-
spective (p. 497), while Jain and Jamali (2016) sug-
gested that, in order to understand the effects of
their external and internal aspects on CSR out-
comes, CG mechanisms should be rethought ‘as
bundles rather than piecemeal’ (p. 266). In line
with this, we argued that the best way to look at
CG mechanisms would involve taking a bundling
approach suited to enabling the examination of
their interactive effects. Previously, some efforts
had been made to guide CG research towards the
study of firm-level CG bundles in relation to CSR
(e.g. Cuadrado-Ballesteros, Martinez-Ferrero and
Garcia-Sanchez, 2017; Oh, Chang and Kim, 2018).
However, to the best of our knowledge, no study
had hitherto considered the complementary and
substitutive effects of the different levels of CG on
a firm’s CSR performance. We filled this void by
testing the monitoring effectiveness of governance
bundles.

Against the backdrop of this research gap, this
paper aims to shed light on the individual and joint
effects of various CG mechanisms; more specif-
ically, it investigates how board composition — a
firm-level device — interacts with the coverage of
financial analysts — a market-level one — to achieve
a certain level of CSR performance. Scholars had
hitherto studied the relationship between differ-
ent CG levels and financial performance (e.g. Abdi
and Aulakh, 2012; Essen, Engelen and Carney,
2013; Garcia-Castro, Aguilera and Arifio, 2013;
Misangyi and Acharya, 2014); our study differs
by focusing on the CG-CSR nexus. It also dif-
fers from Jacoby et al. (2019), whose work was
restricted to the environmental information trans-
parency of firms.

The idea of inter-linkages between different
governance mechanisms has long been acknowl-
edged in the CG literature (Baysinger and But-
ler, 1985). Later, Milgrom and Roberts (1995) in-
troduced the complementarities and substitutions
that exist among the various CG mechanisms,
while Rediker and Seth (1995) called these ‘gover-
nance bundles’. In support of this, Garcia-Castro,
Aguilera and Arifio (2013) found complementar-
ities among internal and external mechanisms in
relation to financial performance, while Lang, Lins
and Miller (2004) argued that market-based mech-
anisms — such as financial analysis — substitute
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for weaker firm-level ones. Some others provide
testable propositions and call for future empirical
contributions (e.g. Schiehll, Ahmadjian and Fila-
totchev, 2014; Ward, Brown and Rodriguez, 2009).

To test the bundling hypothesis and its effect on
CSR, we explored the complementary and substi-
tutive relationships that occur between board-level
mechanisms and analysts’ coverage. Our analysis
of 7,739 firm-year observations of US firms for the
2006-2015 period confirmed our main argument
and contributes to the existing literature in several
ways. First, it provides several insights into how
various governance mechanisms interact with each
other in a complementary and substitutive fash-
ion and distils the different configurations of gov-
ernance mechanisms that can adequately promote
CSR. Our study demonstrates that, although a sin-
gle mechanism can be seen to have significant di-
rect effects on CSR, the bundling of multiple ones
provides a far better explanation.

Second, in contrast to prior evidence, our find-
ings reveal that, when acting as essential external
monitoring devices, financial analysts complement
stronger boards by endowing them with higher in-
dependence, gender diversity and the presence of
a sustainability committee, while substituting for
weaker boards’ structural elements — such as large
sizes and dual CEO—chair roles —in achieving their
objectives. Finally, our additional analysis of the
configurational effect of internal mechanisms re-
veals both complementarity and substitution be-
tween various board attributes in affecting CSR.
This finding contributes to firm-level bundling re-
search (Misangyi and Acharya, 2014; Oh, Chang
and Kim, 2018; Rediker and Seth, 1995).

Corporate governance and CSR

Effective CG can mitigate most agency problems
(Dalton et al., 2007; Eisenhardt, 1989) by inhibit-
ing any opportunistic behaviours (Liu and Lu,
2007). From the stakeholders’ point of view, CG
is referred to as the ‘structure of rights and respon-
sibilities among the parties with a stake in the firm’
(Aoki, 2001, p. 11). Ferrell, Liang and Renneboog
(2016) considered CSR — defined as the ‘social
responsibility of business [that] encompasses the
economic, legal, ethical, and discretionary ex-
pectations that society has of organizations at a
given point in time’ (Carroll, 1979, p. 500) — to be
among the key causes of agency issues. Anecdotal
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External and Internal Corporate Governance and CSR

evidence indicates that effective governance helps
to maintain a balance between the social and
economic performances of firms, thus helping
them meet any accountability challenges (Bonn
and Fisher, 2005; Hussain, Rigoni and Orij, 2018).

Although the empirical literature recognizes
the relationship between CG and CSR (Adhikari,
2016; Arora and Dharwadkar, 2011; Bear, Rah-
man and Post, 2010; De Villiers, Naiker and van
Staden, 2011; Filatotchev and Nakajima, 2014;
Haque, 2017; Hillman, Keim and Luce, 2001; Ja-
mali, Safieddine and Rabbath, 2008; Jo and Har-
joto, 2012), the extant studies have yielded largely
mixed findings, which suggests the need to conduct
further research in order to generate a consensus.
We addressed this issue by looking at different
levels of CG mechanisms and taking a holistic ap-
proach. The literature categorizes governance into
internal (firm-level) and external (market-level)
mechanisms (Jensen, 1993; Walsh and Seward,
1990), which respectively operate from inside and
outside the locus of a firm. Firms are facing in-
creasingly significant pressure from both internal
and external stakeholders to exhibit responsible
behaviours (Lys, Naughton and Wang, 2015; Sur-
roca, Trib6 and Zahra, 2013); however, to date,
CG research has predominantly examined the role
played by internal monitoring mechanisms.

The board of directors, managerial incentive
and compensation contracts, and ownership struc-
tures are the most commonly researched gov-
ernance system elements (cf. Daily, Dalton and
Cannella Jr, 2003), which share the conventional
logic of aligning shareholder and managerial in-
terests and resulting in improved firm performance
(Aguilera et al., 2015). Recent reviews of inter-
nal mechanisms (Jain and Jamali, 2016) and board
characteristics (Byron and Post, 2016; Garcia-
Meca and Sanchez-Ballesta, 2009) confirm their
positive association with CSR. Few studies, how-
ever, report a negative association (cf. Arora and
Dharwadkar, 2011).

We focused on various board characteristics —
board independence, diversity, CSR committee ex-
istence, board size and CEO duality, as firm-level
governance aspects relevant for environmental
performance (Walls, Berrone and Phan, 2012) —
that have been widely studied in relation to CSR
(Duru, Iyengar and Zampelli, 2016; Harjoto and
Rossi, 2019; Husted and de Sousa-Filho, 2019)
and often theoretically ‘emphasized as effective in
monitoring and aligning the interests of managers
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and shareholders’ (Addo, Hussain and Igbal,
2021, p. 2). Despite significant scholarly atten-
tion, the findings pertaining to the relationships
between these governance devices and CSR are
contrasting, as is evident from our synthesis of
prior studies in Table 1. In line with Oh et al.
(2018), we argued that such divergent results could
be the outcome of neglecting the complex nature
of governance. To understand the ‘complex puzzle
of CG’, due attention should thus be paid to exter-
nal mechanisms as ‘a key dimension in the overall
governance system’ (Aguilera et al., 2015, p. 485).

External CG mechanisms — such as CG rating
agencies, activist owners, external auditors, finan-
cial analysts and the market for corporate control,
among others — are equally important (Aguilera
et al., 2015; Harjoto and Jo, 2011; Shi, Connelly
and Hoskisson, 2017). In this context, several stud-
ies have examined the relationship between ana-
lyst oversight and ethical firm behaviours (e.g. Ad-
hikari, 2016; Chen, Harford and Lin, 2015; Har-
joto and Jo, 2011; Jo and Harjoto, 2014; Kim, Li
and Li, 2014; Shi, Connelly and Hoskisson, 2017;
Yu, 2008) and have generally advocated a positive
association between the two (Jo and Harjoto, 2014;
Yu, 2008). Investors are greatly dependent on ana-
lysts to translate the CSR-related information into
useful information for effective decision-making
(Luo et al., 2015). Dhaliwal et al. (2012) and Ioan-
nou and Serafeim (2015), among others, find that
analysts heed and use CSR information to con-
duct their analysis and prepare recommendations
for investors. The mainstream accounting litera-
ture shows that analysts monitor firms’ reporting
behaviour (Yu, 2008). In line with this literature,
we therefore argue that analysts act as external
monitors. The positive link between analyst cov-
erage and CSR is consistent with the stakeholder
orientation perspective, whereby CSR is perceived
to benefit different stakeholders. With this view,
CSR becomes legitimate in the eyes of analysts and
stakeholders, rather than a mere demonstration of
managerial opportunism.

This perspective recently changed when Ad-
hikari (2016) and Shi, Connelly and Hoskisson
(2017) found otherwise, arguing that, in the pres-
ence of high expectations for short-term profits,
external monitoring is counterproductive with re-
gard to the socially responsible performance of
firms because external governance pressures for
high economic performance can promote manage-
rial short-termism and even financial fraud.

© 2021 The Authors. British Journal of Management published by John Wiley & Sons Ltd on behalf of British
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Table 1 briefly reviews the effects of board and
analyst monitoring on CSR and relevant theo-
retical paradigms. To summarize, we argued that
the literature on the governance mechanisms and
CSR relationships points to the heterogeneity and
equivocality of the existing results, which calls for
more in-depth research involving a comprehensive
framing of the underlying research problem (Jain
and Jamali, 2016). Our framework is based on
agency theory, however, the stakeholder perspec-
tive provides the rationale for firms’ engagement
in CSR.

The bundling approach and hypotheses
development

While the inconsistencies found in the existing lit-
erature on the CG—CSR link are not surprising,
Oh, Chang and Kim (2018) suggested an ‘oversim-
plified view about governance mechanisms based
on an assumption of independence’ and studies
on the ‘joint effects of various governance mech-
anisms on CSR’ as the possible reasons for them
(p. 4). Similarly, Aguilera et al. (2008), Hoskisson,
Castleton and Withers (2009) and Yoshikawa, Zhu
and Wang (2014), among others, advocated the
fact that — despite their distinct roles, character-
istics and functions — governance mechanisms are
not independent, which makes them eligible to be
successfully combined in various bundles. An in-
vestigation of the joint effects of, or the bundling
of, governance devices (Rediker and Seth, 1995;
Ward, Brown and Rodriguez, 2009) can overcome
the limitations associated with the assumptions of
independence of each such device. Therefore, in
line with Aguilera et al. (2015) and Oh, Chang and
Kim (2018), we proposed and tested the effects of
a bundle of interrelated governance mechanisms
on CSR outcomes. Our perspective was consistent
with other studies that also promoted the bundling
approach (see e.g. Desender et al., 2013; Ward,
Brown and Rodriguez, 2009).

While adopting the CG bundling approach, we
drew key insights from agency theory, according to
which there are two views of the bundling of gover-
nance mechanisms —namely, complementarity and
substitutive (Schepker and Oh, 2013). With a few
exceptions (Chen, Harford and Lin, 2015; Core,
Guay and Rusticus, 2006; Harjoto and Jo, 2011; Ja-
coby et al., 2019; Sun, 2009), most researchers have
focused on the interactions between internal CG

N. Hussain et al.

practices, such as those enacted by boards of direc-
tors (see Cuadrado-Ballesteros, Martinez-Ferrero
and Garcia-Sanchez, 2017; Oh, Chang and Kim,
2018; Ramdani and van Witteloostuijn, 2010). For
instance, Misangyi and Acharya (2014) performed
a qualitative comparative analysis of the S&P 1500
publicly traded corporations and found that, in the
case of high-profit firms, outside directors’ owner-
ship complements both director independence and
CEO incentives.

Recently, Oh, Chang and Kim (2018) showed
that the relationship between board indepen-
dence and CSR is insignificant in the presence
of high executive ownership, meaning that the
two mechanisms are mutually exclusive; however,
the relationship between executive incentive in-
tensity and CSR is significant in the presence
of higher board independence, meaning that the
two factors are mutually enhancing. Cuadrado-
Ballesteros, Martinez-Ferrero and Garcia-Sanchez
(2017) found that board gender diversity and in-
dependence jointly improve CSR. Finally, Rediker
and Seth (1995) showed that board independence
and managerial compensation are inversely re-
lated, implying a substitution.

However, the CG literature pertaining to the
interactions occurring between different levels of
governance is hitherto limited; our analysis em-
pirically contributes to advancing the debate by
analysing the effects on firms’ CSR engagement of
both the complementarity and substitutive views,
based on the interrelationships between firm- and
market-level mechanisms. Based on the above dis-
cussion, we present our theoretical framework in
Figure 1.

The complementary effects of governance
mechanisms

Governance mechanisms complement each other
when two or more of them function in a syner-
gistic manner and when an increase in the level
of one marginally benefits another (cf. Siggelkow,
2002). In our context, this means that any increase
in the activity level of one governance mechanism
increases the marginal effect on CSR of another.
We posited that the individual effectiveness on
CSR of different monitoring mechanisms will
increase the likelihood of their joint impact on
CSR being even greater or, at least, the same.
This is particularly true for the mechanisms that
strengthen monitoring.
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Figure 1. Theoretical framework of corporate governance and CSR performance

Substitutions

As such, there is limited theory in relation to
what constitutes a strong board; however, a general
debate on effective monitoring held among gover-
nance researchers indicated a few common charac-
teristics (Misangyi and Acharya, 2014). Hussain,
Rigoni and Orij (2018) argued that board diversity
and the existence of a sustainability committee
strengthen the board’s monitoring capabilities and
enhance a firm’s stakeholder orientation. Boards
enhance their control by establishing specialized
committees — such as sustainability ones — which
demonstrates their commitment to sustainable
corporate practices (McKendall, Sanchez and
Sicilian, 1999). Female representation on a board
ensures strong monitoring because females are
more caring and community minded (Liu, 2018)
and are capable of contributing to ideas from
diverse perspectives (Adams and Ferreira, 2009).

Additionally, the ‘separation of top-level deci-
sion management and control means that outside
directors have incentives to carry out their tasks
and not collude with managers to expropriate
residual claimants’; such incentives arise out of
the fear of a potential reputation loss in the di-
rectorship market due to failed monitoring (Fama
and Jensen, 1983, p. 315). Hence, the level of mon-
itoring improves with an increase in the number of
independent directors. On a similar note, financial
analysts add another layer of monitoring on top
of that of the board of directors and support a
firm’s CSR investments provided they are in line
with the interests of shareholders and other stake-
holders. If this is so, and these control mechanisms
individually favour CSR engagement, the same

mechanisms should also work jointly in the same
direction.

However, few studies have analysed the interac-
tion between analysts and traditional governance
variables, and none have hitherto empirically con-
firmed their complementarity as such; yet, in the
literature, we find theoretical hints favouring this
argument. As analysts exert pressure on boards
and owners to legitimize their firms’ actions, such
firms are likely to bring about change in their
internal CG mechanisms (Garcia-Sanchez et al.,
2020). Through their information intermediary
role, financial analysts also lower the costs of
board monitoring by enhancing the board’s ability
to discipline managers (Chen, Harford and Lin,
2015; Knyazeva, 2008). Monitoring and curbing
opportunistic behaviours is not the only reason
motivating firms to enact such a change; they often
do so for impression management and in order to
be positively evaluated by analysts (Bednar, 2012;
Washburn and Bromiley, 2014). This suggests
that analyst coverage and board-level mechanisms
have the capability to mutually enhance each
other’s effects in reducing agency conflicts, which
is what we explored in our study with respect to
firm engagement in CSR.

More precisely, we argued that analyst coverage
works in tandem with board independence, gender
diversity and the presence of a CSR committee
to promote ethical behaviours. In this respect,
Harjoto and Jo (2011) found support for the
conflict-resolution hypothesis that the choice to
engage in CSR is positively associated with ef-
fective CG mechanisms — a higher proportion
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of outside directors, a higher number of analysts
following a firm and a higher proportion of institu-
tional investors. Similarly, Westphal and Graebner
(2010) found that any negative evaluations made
by analysts can spur firms to change their formal
board compositions, including increasing board
independence. This is because analysts, with their
ability to affect stock prices, can deter managers
from enacting any value-destroying behaviours.
Similarly, a higher number of female board mem-
bers is positively associated with greater analyst
forecast accuracy (Gul, Hutchinson and Lai,
2013). We therefore hypothesize that analyst cov-
erage can work synergistically with strong boards
to improve a firm’s CSR performance, as depicted
in Figure 1. The CG bundle is effective when
external aspects play a complementary role by
activating internal monitoring devices. Therefore,
our first set of hypotheses are

HI: Internal and external governance mecha-
nisms have complementary effects on CSR
performance.

Hla: Board independence and analyst coverage
have complementary effects on CSR perfor-
mance.

H1b: Board diversity and analyst coverage have
complementary effects on CSR perfor-
mance.

Hlic: The presence of a CSR committee and ana-
lyst coverage have complementary effects on
CSR performance.

The substitutive effects of governance mechanisms

Governance mechanisms substitute for each other
if the marginal effects of one on an outcome in-
crease (decrease) with the decrease (increase) of
another (cf. Siggelkow, 2002). Another instance
of substitutability can arise when the negative ef-
fects of one actor are neutralized due to the in-
teraction of the focal actor with another mecha-
nism (Sihag and Rijsdijk, 2019). For example, if
a CEO who is generally considered to be short-
term-oriented and little interested in CSR invest-
ment chairs a board, the independence of that
same board can neutralize any detrimental effects
of that CEO’s dual role on CSR (Hussain, Rigoni
and Orij, 2018).

wiln the complementarity view, two or more
governance aspects operate simultaneously to
achieve a level of performance; conversely, in the

N. Hussain et al.

substitutive view, the mechanisms counteract each
other, which means they cannot work together. A
combination of contradictory aspects may even
result in higher costs than benefits (Rediker and
Seth, 1995). Given that CG involves substan-
tial resource allocation, a cost is associated with
every mechanism used to monitor and control
any agency issues. This means that the addition
of multiple mechanisms can involve substantial
costs for a firm — to the point of outweighing any
potential benefits — especially if the mechanisms
are not carefully bundled. There is even a possi-
bility of ‘diminishing behavioural returns’ (Zajac
and Westphal, 1994, p. 122) as a consequence of
combining multiple CG mechanisms to enhance
their impact on CSR (Oh, Chang and Kim, 2018).
In such circumstances, the combined mecha-
nisms do not synergize; rather, they substitute for
each other’s effects on the firm’s long-term social
benefits.

The analysis of a substitutive collection of ex-
ternal and internal factors, although rarely per-
formed, can reveal the conditions conducive to a
firm gaining social benefits. In countries charac-
terized by weak investor protection, agency issues
are pronounced and governance quality is low. In
such countries, analysts are then more likely to ex-
ert a form of control over agency issues and to
act as substitutes for other low-quality governance
mechanisms (Sun, 2009). Similarly, better analyst
coverage is associated with a reduction in executive
compensation (cf. Chen, Huang and Zhang, 2015;
Kuhnen and Niessen, 2012), as CEOs are more
highly compensated — especially in the presence
of weak governance structures (Core, Holthausen
and Larcker, 1999). In this vein, the analysis per-
formed by Chen, Harford and Lin (2015) sug-
gests that the private benefits accrued by managers
increase with a decrease in analyst monitoring,
which means that a firms’ governance deteriorates
with a decrease in analyst coverage, as firm man-
agers tend to act more cautiously when subjected
to the continuous scrutiny linked to analyst moni-
toring (Chen et al., 2016b). This shows that substi-
tution works when, in a bundle, a failing or weak-
ening control mechanism is substituted by another
strong dominant one, with the positive effects of
the latter being accentuated by the presence of the
former.

Just like researchers generally assume what con-
stitutes effective board monitoring, governance
and agency theorists shed light on what weakens
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a board’s monitoring capability. When the CEO
also serves as the chairperson of a board, much
power is placed in the hands of one person and
the independence of the board is undermined (De
Villiers, Naiker and van Staden, 2011), making
it difficult to prescribe any behavioural norms.
Hence, the level of monitoring drops if the CEO
plays a dual role. Similarly, larger boards are less
likely to perform effectively and more likely to
be plagued by free-riding, communication and co-
ordination problems (Jensen, 1993), which result
in weak decision-making. CEO-chair duality and
large boards, therefore, give managers an oppor-
tunity to expropriate rents and act in their best
interests.

We then posited that a higher analyst coverage,
as a strong governance mechanism, and CEO du-
ality or larger boards, as weak ones, substitute for
each other, with the existence of the prior being
able to attenuate the weak governance effects of
the latter. The existing literature provides justifi-
cation of our argument. For instance, Wiersema
and Zhang (2011) found that any unfavourable
or negative analyst recommendations can lead
to CEO dismissal. Similarly, the positive link
between CEO duality and a firm’s stock price
crash risk diminishes in the presence of higher
analyst coverage (Chen, Huang and Zhang, 2015).
Concerning board size, Addo, Hussain and Igbal
(2021) revealed that large boards are associated
with excessive risk taking, and that this effect is
attenuated by high institutional holdings, implying
that the weak monitoring of large boards can be
substituted by external governance.

To summarize the above argument, we posited
the competing hypothesis that external analyst
coverage and weak board characteristics do not
work in tandem; rather, they substitute for each
other. This indicates that one governance mecha-
nism becomes effective when another fails to im-
prove a firm’s CSR performance, as depicted in
Figure 1. Therefore, we hypothesize:

H2: Internal and external governance mecha-
nisms have substitutive effects on CSR per-
formance.

H2a: Board size and analyst coverage have a posi-
tive substitutive effect on CSR performance.

H2b: CEO duality and analyst coverage have a
positive substitutive effect on CSR perfor-
mance.

373

Methods
Sample

To test our hypotheses, we looked at the informa-
tion related to the 2006-2015 timeframe available
in four databases. We collected internal and ex-
ternal governance data from Boardex and the
Institutional Brokers’ Estimate System (I/B/E/S),
respectively. We collected economic and financial
data from Compustat, and matched the firms’
CSR performance from their MSCI ESG ratings
(formerly KLD Research & Analytics Inc.), which
are based on publicly available and privately col-
lected information suited to determine whether
firms are socially responsible in seven performance
areas. After excluding any observations with miss-
ing information, we obtained an unbalanced US
sample of 7,739 firm-year observations.

Measures

Dependent variable.  Our CSP measure was drawn
from the KLD Stats database, which is consid-
ered one of the most reliable (Graves and Wad-
dock, 1994). The CSR performance information
was based on our sample firms’ strengths and con-
cerns in seven performance areas: community, di-
versity, employee, environment, governance, hu-
man rights and product. The MSCI ESG rating
is designed to measure a company’s resilience to
long-term, industry material environmental, so-
cial and governance (ESG) risks. Furthermore, this
database covers any business involvement in spe-
cific controversial business categories, such as Al-
cohol, Gambling, Military Contracting, etc. These
ratings provide a value of 0 or 1 for various so-
cial responsibility indicators. For each company in
our sample, we excluded the governance dimension
and added the strengths and concerns along each
of the remaining six dimensions to construct our
CSP proxy. Following El Ghoul et al. (2011) and
Siegel and Vitaliano (2007), we then computed the
sum of each firm’s strengths minus the sum of its
concerns.

Independent variables. As a measure of firm-level
governance, we selected board independence, gen-
der diversity, CSR committee, board size and CEO
duality (Duru, Iyengar and Zampelli, 2016; Ha-
joto and Rossi, 2019; Husted and de Sousa-Filho,
2019). We measured board independence ‘BInd’
and gender diversity “WoB’ as the percentages of
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independent and female directors on the board, re-
spectively. The existence of a CSR/sustainability
committee on the board, ‘CSRCom’, was a dummy
variable that took the value 1 if there had been a
committee or a director tasked with dealing with
CSR issues, and 0 otherwise. Board size ‘BSize’
was measured as the total number of directors on
the board, and ‘CEO_duality’ was included as a
dummy that took the value 1 if the CEO of a firm
had also been its chairperson. In line with Cormier
and Magnan (2014), Dhaliwal et al. (2012) and

N. Hussain et al.

and ‘Cur_ratio’ as the ratio of current assets to cur-
rent liabilities. Finally, ‘Industry’ and “Year’ were
included as dummy variables to control for differ-
ent sectors and years, respectively.

Regression models and technique of analysis. Our
study aimed to test the direct effects (Model 1) and
complementary/substitutive effects (Models 1A
to 1E) on CSP. To do so, we used the following
models in which CSP was regressed on board char-
acteristics and analyst coverage, their interactions
and control variables:

CSP = §,BIndj; + §:WoB;; + §3CSRComy; + 84BSize;; + §sCEO_duality;, + §¢An_Coverage;,
+8;TMT_age;, + 83Ownership_TMT;, + doincentives_ TMTj; + 8,oFirm_Size;
+4811ROA;; + 812 Leverage;, + §;3Market_cap;, + 814Cur_ratop;,

34

24
+ ijls SiIndustry;, + Zk:25k Year; + i + n;

(Model 1)

CSP = §,BInd;; + §,WoB;; + §3CSRCom;; + 84BSize;; + §sCEO_duality;, + ¢An_Coverage;,
+87BInd * An_Coverage;, + §3TMT_age;, + §oOwnership_TMT;, + 8;oIncentives TMTj
+6811 Firm_Size;812 + ROA;; + §13Leverage;, + §jaMarket_cap;, + 8;5Cur_ratop;,

25 35
+ Zj:m §;Industry; + Zki% S Year; + it + n;

Simpson (2010), we created ‘An_Coverage’ as the
natural logarithm of the number of analysts that
had followed a firm throughout a year.

Control variables. Following previous studies —
for example, Chaney, Faccio and Parsley (2011),
Cohen and Zarowin (2010), Dhaliwal et al. (2012)
and Oh, Chang and Kim (2018) — we controlled for
many firm-level aspects. Among the management-
level variables, we included: top management team
average age ‘TMT_age’ as the mean value of all
the executives’ ages; top management team owner-
ship ‘Ownership_TMT’ as the percentage of shares
held by top management team members; and top
management teams’ long-term incentives intensity
‘Incentives_ TMT" as an objective alignment mech-
anism measured by the number of times top man-
agers had received incentives during a financial
year. Among the firm-level aspects, we included
the following: ‘Size’, as the natural logarithm of
total assets; ‘ROA’, as the return-on-assets ratio;
‘Leverage’, as the ratio of long-term debt to total
assets; ‘Market_cap’, as the market-to-book ratio;

(Model 1A)

Bind*An_Coverage (in Model 1A) was replaced
by WoB*An_Coverage, CSRCom*An_Coverage,
BSize* An_Coverage and CEO_duality*An_Cove-
rage in Models 1B, 1C, 1D and 1E, respectively.
In addition to our main models, we examined
the effects of internal bundles by considering the
two-way interactions between board characteris-
tics only, considering them fundamental for gover-
nance (Models 2A to 2J).! BInd*WoB (in Model
2A) was replaced by BInd*CSRCom, BInd*BSize,
BInd*CEO_duality, WoB*CSRCom, WoB*BSize,
WoB*CEO_duality, CSRCom*BSize, CSRCom*
CEO_duality and BSize*CEQ_duality in Models
2B, 2C, 2D, 2E, 2F, 2G, 2H, 2I and 2], respectively.

!Governance research has tested and confirmed an asso-
ciation between various interactions of board attributes
and the responsible behaviour of firms. Therefore, to re-
spond to recent calls made by researchers, we added this
analysis as a supplementary one in this study and nar-
rowed our scope to testing configurations of internal-
external control mechanisms.
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All models incorporated a firm-fixed effect,’n; ,
while p;; represents the disturbance term. Each
firm was represented by i, and t refers to the time
period. § represents the parameters to be esti-
mated. We use a linear regression model for panel
data analysis that allows us to control for one time-
invariant intercept for each company.

Findings
Descriptive analyses

Table 2 shows the mean and standard devia-
tion values and bivariate correlations. CSR perfor-
mance was found to have a mean value of —0.107
and, on average, nine analysts were found to follow
a firm annually. With respect to board variables, a
board was found to be made up of around nine di-
rectors, almost 75% of whom were outsiders and
only 0.06% female. Panel B reports the correlation
matrix, which shows low or moderate correlation
among variables.

Direct, complementary and substitutive effect. Ta-
ble 3 presents the results of our regression Mod-
els 1 and 1A-1E. In Model 1, CSR performance is
positively affected by board independence, board
diversity, the existence of a specialized CSR com-
mittee and analyst coverage (§; = 0.005, p < 0.01;
8 = 2747, p < 0.01; 65 = 1.384, p < 0.01; &5
= 0.084, p < 0.01), and is negatively affected by
board size and CEO duality (64 = —0.029, p >
0.10; 8s = —0.387, p < 0.01). Board size, how-
ever, was found to not be significant. Regarding
the individual CG effects, our findings are con-
sistent with the premise that effective and strong
CG - be it internal or external — inhibits any
opportunistic behaviours of managers and im-
proves the ethical practices of firms. Conversely,
weaker board attributes are detrimental to such
activities.

The results of Models 1A to 1E again show that
all governance mechanisms remain associated with
CSR performance. To test the marginal effects of
internal and external mechanisms, we calculated
their respective coefficients by analysing their in-
dividual and interaction ones in order to exam-

>The Hausman test is neither a necessary nor a suffi-
cient condition for deciding between fixed and random
effects as an analysis technique (Clark and Linzer, 2015),
nonetheless, it is the only reasonable test to make a choice
between fixed or random effect panel regressions.
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ine the CG bundle. The results of Model 1A show
that the interaction between board independence
and analyst coverage is positively significant (87 =
0.001, p < 0.10). After calculating the coefficient,
we found that the relationship between the pres-
ence of external directors on a board and CSR per-
formance is strengthened when a firm is followed
by a higher number of financial analysts (§; + §7 =
0.005 4 0.001 = 0.006) compared to the direct re-
lationship between board independence and CSR
(61 = 0.005). Similarly, the result of Model 1B in-
dicates that the interaction between gender diver-
sity and analyst coverage is significant and posi-
tive (67 = 0.102, p < 0.01). After accounting for
the coefficients of the individual and joint effects,
the magnitude reveals that the effect on CSR per-
formance of the presence of female directors on a
board (8, = 1.625) is more pronounced when ana-
lyst coverage is higher (8, + 67 = 1.625 + 0.102 =
1.727). The finding of Model 1C reveals a positive
and significant interaction between the existence
of a CSR committee and analyst coverage (87 =
1.151, p < 0.01). Examining the marginal effect,
we found support for the hypothesis that the rela-
tionship between the existence of a CSR commit-
tee and CSR performance (83 = 0.654) is stronger
in the presence of a higher financial analyst cover-
age (83 + 8¢ = 0.654 + 1.151 = 1.805). Consistent
with our hypotheses H1, Hla, HI1b and Hlc, our
findings support the complementarity view, which
posits that an increase in the level of analyst cover-
age will marginally accentuate the effect of board
independence, gender diversity and CSR commit-
tee on a firm’s CSR.

The result of Model 1D shows a positive interac-
tion between board size and analyst coverage (87 =
0.049, p < 0.10). Accounting for coefficients, we
found support for the hypothesis that the negative
relationship between larger boards and CSR per-
formance (84 = —0.060) becomes weaker when a
firm is followed by a higher number of financial
analysts (84 + 87 = —0.060 + 0.049 = —0.011).
Similarly, the result of Model 1E shows a positive
interaction between CEO duality and analyst cov-
erage (87 = 0.047, p < 0.10). The calculation of
the magnitude indicates that the negative relation-
ship between CEO duality and CSR performance
(85 = —0.957) is weaker when a firm is followed by
a higher number of financial analysts (85 + §7 =
—0.957 4 0.047 = —0.910). In line with hypotheses
H2, H2a and H2b, these results support the substi-
tutive hypothesis, suggesting that an increase in the

© 2021 The Authors. British Journal of Management published by John Wiley & Sons Ltd on behalf of British
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level of analyst coverage decreases the marginal ef-
fects of board size and CEO duality on a firm’s
CSR.

Following Marquis, Toffel and Zhou (2016),
Oh, Chang and Kim (2018) and Panwar et al.
(2015), we provide a wide array of interaction plots
(Graphs 1, 2, 3, 4 and 5), all of which depict the
moderating effect of analyst coverage on the re-
lationship between board mechanisms and CSR
performance. These graphs suggest that, when the
presence of outside directors (Graph 1), female di-
rectors (Graph 2) and a CSR committee (Graph
3) on a board is higher, additional monitoring by
financial analysts increases the marginal gain for
CSR performance, supporting the complementary
effect hypothesis. Furthermore, when a board is
large (Graph 4) and the CEO takes on a dual role
(Graph 5), the additional monitoring performed
by financial analysts minimizes the marginal detri-
mental effect on CSR performance, supporting the
substitutive effect hypothesis. This implies that an
external control mechanism reinforces the role of
only those internal mechanisms that strengthen
a firm’s CG and improve the functioning of the
board. Conversely, an external factor plays a sub-
stitutive role and partially counters the negative ef-
fects of those internal factors that worsen a firm’s
CG and reduce the effectiveness of the board.

Moreover, we include Graphs 6 and 7 to clar-
ify the evolution and influence of CEO duality
on CSP. The conjugation of the roles of CEO
and chair, considered as inversely related to the
strength of a board, experienced a rebound be-
tween 2006 and 2010, when a certain (and limited)
evolution began to become apparent — decreasing
until reaching values close to 40% in 2016.

To ensure the validity of our evidence, we per-
formed a robustness analysis (see Table 4). To
do so, we replaced the analyst coverage mea-
sure used in the first set of models with neg-
ative analyst recommendations. Positive or neg-
ative recommendations can have implications in
determining the value of a firm’s stock (Shi,
Connelly and Hoskisson, 2017). Following Shi,
Connelly and Hoskisson (2017), we measured
‘Neg_recommendation’ as the total number of
negative recommendations issued by securities an-
alysts across the various quarters of each year. Af-
ter replacing analyst coverage with the negative
recommendations in Models 1A-1E, we found re-
sults that were similar to our initial ones — con-
firming the latter’s robustness. In the presence of

N. Hussain et al.

negative analyst recommendations, the negative
marginal effect of board size and CEO duality on
CSR performance becomes weaker, while the pos-
itive marginal effects of board independence, gen-
der diversity and a CSR committee on CSR per-
formance get stronger.

Additionally, a configuration of internal factors
can have implications for firm behaviours that dif-
fer from those of a mix of internal and external
ones. Therefore, we performed additional analyses
to examine the impact of the possible configura-
tions of board-level mechanisms on CSR perfor-
mance, and regressed Models 2A to 2J (Table 5).
To focus on the key insights, below we discuss the
results of only those configurations that are signif-
icant — that is, Models 2A, 2E, 2F, 2G and 2H.?

In Model 2A, the interaction between board in-
dependence and diversity was found to be posi-
tively significant (§; = 0.011, p < 0.05). Examin-
ing the joint effect, the magnitude revealed that, in
the presence of a greater proportion of female di-
rectors on the board, the relationship between the
presence of non-executive directors on a board and
CSR outcomes (§; = 0.005) is strengthened (§; +
87 = 0.005 + 0.011 = 0.016). Similarly, in Model
2E, the interaction between the proportion of fe-
male directors on the board and the existence of a
CSR committee was found to be positive and sig-
nificant (87 = 1.342, p < 0.01). After calculating
the coefficient, we found that, when a firm has a
CSR committee, the relationship between female
presence on the board and CSR performance (8, =
3.897) is strengthened (8, + §7 = 3.897 + 1.342 =
5.239). Both results confirm the complementary ef-
fects on CSR performance of board independence
and gender diversity, and of gender diversity and
the existence of a CSR committee.

The results of Model 2F show that the inter-
action between board size and board diversity
was also found to be positive (§; = 0.122, p <
0.01). The examination of the coefficient indicated
that, when a board has a higher female presence,
the negative — and non-significant — relationship
between board size and CSR (84 = —0.009) is
weakened (84 + 87 = —0.009 + 0.122 = 0.113).
This suggests that the impact of board size on CSR
performance is countered by the presence of more
female directors; hence, in a bundle, the presence

3The results in Table 5 remained robust when we replaced
analyst coverage with the negative recommendations of
analysts. These results are available upon request.

© 2021 The Authors. British Journal of Management published by John Wiley & Sons Ltd on behalf of British
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of female directors on the board and board size
serve as substitutes. We obtained similar results for
Models 2G and 2H, with the findings of Model 2G
showing that the interaction between CEO duality
and board diversity is also significant and positive
(67 =1.118, p < 0.10). An examination of the coef-
ficient shows that, when a board has a high ratio of
female directors, the negative relationship between
CEO duality and CSR outcomes (§5 = —0.453) is
constrained and weakened (85 + 87 = —0.453 +
1.118 = 0.665). This suggests that the detrimental
impact of CEO duality on CSR performance is
attenuated in the presence of female directors on
the board, and that both internal factors serve
as substitutes. Finally, the result of Model 2H
shows that the interaction between board size
and CSR committee is positive (§; = 0.117, p <
0.01). Examining the coefficient reveals that the
negative relationship between board size and CSR
performance (84, = —0.073) is weakened when the
board has a sustainability committee (84 + 87 =
—0.073 + 0.117 = 0.044). This suggests that the
negative effect of board size on CSR performance
is reduced in the presence of a CSR committee
and that both internal factors serve as substitutes.

Overall, the results of the supplemental analysis
indicate that, although the bundling of some board
configurations (Models 2B, 2C, 2D, 2I and 2J) is
ineffective in promoting a firm’s sustainable prac-
tices, the above models are examples that confirm
the effectiveness of bundles.*

Discussion

This study set out to test the joint effects of fi-
nancial analyst coverage as a market-level and
board characteristics as a firm-level governance
mechanism on a firm’s CSR performance. We
suggested that a bundle of these mechanisms
can increase a firm’s stakeholder orientation and
address any agency problems better than a single
monitoring dimension by curbing managerial
opportunism and aligning the objectives of all
parties — managers, shareholders and other stake-
holders such as employees, suppliers, customers,

4To take a step further in understanding governance con-
figurations, we performed a post-hoc analysis (see Online
Appendix A). The aim of the post-hoc analysis is to test
the effects of governance bundles with three monitoring
mechanisms on CSR performance.
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non-governmental organizations, environmental
and social groups, communities, etc.

As hypothesized, the results show that a higher
analyst coverage interacts with board-level mech-
anisms to promote firms’ CSR performance. More
precisely, analyst coverage works synergistically
with strong board-level mechanisms — that is,
board independence, board diversity and the
presence of a CSR committee — to improve CSR
performance, thus confirming the complementary
effect hypothesis. The finding is in line with that of
Aguilera et al. (2015), who expressed that external
CG is likely to directly and moderately impact
board composition and the design of executive
compensations in order to enhance monitoring.
In contrast, with weak board-level mechanisms,
analyst coverage works in a substitutive manner to
promote CSR performance, thus confirming the
substitutive effect hypothesis. Analyst monitoring
is activated to affect any ineffective decision-
making processes and managerial discretion when
firms have larger boards and CEO duality. This
result provides support for the initial premise —
made by Walsh and Seward (1990) — that external
mechanisms are likely to be activated when inter-
nal ones fail to control managerial opportunism;
it is also in line with Lang, Lins and Miller (2004),
who advocated that market mechanisms could
protect firms with weak or ineffective firm- or
country-level control mechanisms. Akin to Daily,
Dalton and Cannella Jr (2003) and Chen, Harford
and Lin (2015), our results provide evidence of the
substitution that occurs between different levels
of mechanisms.

Summing up, the finding yields an interesting in-
sight: that analyst coverage is a necessary condi-
tion for effective governance because its presence
in various configurations tends to improve social
business behaviours or restrain poor ones. A rea-
son for this result is that analysts improve both di-
rect and indirect monitoring of managers (Chen,
Harford and Lin, 2015; Chen, Huang and Zhang,
2015). Direct monitoring occurs as analysts inter-
act with management by raising questions in con-
ference calls. Indirect monitoring occurs as they
gather, integrate and communicate information to
institutional and individual investors.

Additionally, the findings of our supplemental
analysis reveal that a greater presence of female
directors on boards tends to work jointly with
other board attributes in affecting a firm’s CSR
by complementing the mechanisms associated
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with stronger boards, while constraining those
associated with weaker ones. The fact that all the
configurations with gender diversity were found to
influence CSR behaviours suggests that a higher
female representation on a board serves as a nec-
essary condition for effective monitoring. Finally,
larger boards and the presence of a CSR commit-
tee serve as substitutes. These results extend those
of Oh, Chang and Kim (2018), who identified
substitution generally among monitoring and
incentive alignment, by revealing the existence of
both complementarity and substitution among
a broader set of board-level monitoring mecha-
nisms. An unexpected result revealed that board
independence — which is considered akin to a ‘sil-
ver bullet’ for vigilant monitoring (Misangyi and
Acharya, 2014) — does not affect CSR outcomes
when combined with other board instruments.
Similarly, our primary analysis confirmed the di-
rect effect of individual CG mechanisms — except
board size — on CSR. This supports the existing
evidence concerning the better oversight exercised
on CSR strategy by firms with stronger internal
CG mechanisms (Byron and Post, 2016; Garcia-
Meca and Sanchez-Ballesta, 2009; Harjoto and
Rossi, 2019; Husted and de Sousa-Filho, 2019;
Jain and Jamali, 2016; Walls, Berrone and Phan,
2012). Similarly, we found a significant relation
between analyst coverage and CSR outcomes, thus
complementing those studies that confirmed the
growing attention of analysts towards long-term
benefits and CSR engagement (Garcia-Sanchez
et al., 2020). This is because firms’ social practices
result in improved financial performance and firm
value — which, eventually, increase shareholder
wealth (Harjoto and Jo, 2011). Therefore, analysts
have a reason to care about such initiatives (Luo
et al., 2015). This is in line with the conventional
logic that analysts provide favourable recommen-
dations for CSR-oriented firms which improve
firms’ market value (Ioannou and Serafeim, 2015).

Conclusion

The corporate scandals of Enron, Lehman Broth-
ers, WorldCom, BP and Volkswagen, among oth-
ers, and the introduction of the Sarbanes—Oxley
Act, marked a sea change in the public aware-
ness of CG and corporate responsible behaviours.
Despite the ongoing debate, the extant literature
could not reach a consensus on the CG—CSR link.
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To reconcile the mixed results, recent research ad-
vocated the study of governance bundles, which
predominantly focuses on the bundling of internal
governance mechanisms and comparatively less
on market-level governance. However, we contend
that external monitoring — such as financial ana-
lyst coverage — is a vital component of the overall
governance system (cf. Aguilera et al., 2015).

Analysts have broadened their focus due to
the ongoing proliferation of investor requirements
for social information, especially in the wake of
numerous globally publicized corporate scandals.
However, no efforts had hitherto been made to test
the bundling hypothesis empirically in the context
of CSR, while considering analyst coverage as an
external mechanism and board structural elements
as an internal one. We filled this void by moving be-
yond one-size-fits-all prescriptions, thus respond-
ing to the calls made in this respect by Aguilera
et al. (2015) and Misangyi and Acharya (2014, p.
1686), who stated ‘it is not at all clear whether
the mechanisms aimed at enhancing the moni-
toring of internal actors serve as substitutes or
complements’.

In this vein, to reduce the inconsistency found
among the existing results, we revisited the as-
sumption of the independence of governance
mechanisms. Based on agency theory, this study
contributes to the extant literature (e.g. Aguilera
et al., 2015; Milgrom and Roberts, 1995; Misangyi
and Acharya, 2014; Oh, Chang and Kim, 2018;
Rediker and Seth, 1995; Ward, Brown and
Rodriguez, 2009) by confirming the strong rela-
tionships between different governance configura-
tions and CSR outcomes. Although our results
suffer from being the product of the examination
of only a few governance variables,” our analy-
sis of different configurations is helpful in under-
standing that a CG bundle is effective when analyst
coverage as a market-level CG aspect plays a com-
plementary or substitutive role by either activating
or constraining the impact of board-level ones. We
therefore contribute by confirming both the com-
plementary and substitutive hypotheses.

Based on our results, we suggest that more
than one combination of monitoring devices can
achieve the same level of performance, implying
that governance bundles can reach equifinality

>The analysis of other CG mechanisms such as institu-
tional ownership, outside directors’ ownership, etc. may
yield different results.
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(Addo, Hussain and Igbal, 2021). This facilitates
the design of optimal configurations, as it may not
always be wise or even possible to include many de-
vices at the same time as each one requires certain
resources and involves specific costs. Firms should
therefore strike a trade-off between those mecha-
nisms and select any cost-effective solutions that
can yield the same level of output.

Our study has merits for practitioners because
it helps understand which mix of control mecha-
nisms can offer the best social outcomes and align
objectives of managers and stakeholders. It sug-
gests that higher analyst coverage is fundamental
and necessary for firms to ensure their sustainable
business growth, and should thus be part of each
configuration. Similarly, firms should note that
board-level mechanisms are conducive to profit
maximization objectives and addressing the needs
of various stakeholder. Besides, the results, which
are useful in enabling the design of effective boards
by investors and shareholders, also suggest var-
ious (in)effective internal configurations. For in-
stance, the joint presence of a higher director in-
dependence and a CSR committee on a board,
and a higher director independence and CEO du-
ality, may not have any effective complementary
impact on CSR performance. Nevertheless, board
diversity due to a high female presence effectively
mixes with all other mechanisms. Our study may
help governments and regulatory bodies to under-
stand how firm-level CG mechanisms positively
affect CSR performance. The joint efforts of public
institutions seem to be necessary to regulate board
composition and structure, thus ensuring greater
CSR commitment, which could be reinforced fur-
ther by financial analyst coverage.

The results of this study should be interpreted
with caution, as they are subject to certain limi-
tations, the main of which pertains to our sample
being restricted to US firms. Analysing the rela-
tionships in an international context could be use-
ful, as different results could be obtained in dif-
ferent settings. Also, our study covered the years
from 2006 to 2015 and, during this sample period,
public awareness improvements, policy changes or
stakeholder demands for more responsible cor-
porate behaviours may have occurred. Future re-
search may use other research designs (qualitative
or experimental) to incorporate such factors in the
analysis. Advanced tools may also help examine
complex interactions between various CG mecha-
nisms. Furthermore, our study only examined the

N. Hussain et al.

global construct of CSR performance; as such, it
could not reach any conclusions concerning its in-
dividual dimensions (e.g. resource use, innovation,
workforce or human rights scores).

In that respect, our study clearly establishes
many avenues of future research in addition to
those aimed at overcoming its limitations. First,
it opens up a debate on how a bundle should
be designed that offers optimal results concern-
ing both long- and short-term firm benefits, etc.
As our work is one of the few studies which
focuses on understanding the configuration of
the different levels of governance mechanisms
that can enhance firms’ CSR outcomes, we could
only include a few traditional CG factors. Future
research may validate these findings by examin-
ing other mechanisms related to incentives and
compensation, or ownership structures (e.g. insti-
tutional ownership, outside directors’ ownership)
that could yield different results. Accordingly,
other external factors could be tested — such as the
legal environment, external auditors, stakeholder
activism, the market for corporate control and
the media (Aguilera et al., 2015). Future research
could also examine how various CG bundles
function in state-owned versus privately owned
firms. Finally, future research may study the con-
tingent effect of governance on the relationship
between CSR and access to finance, as there is a
recent trend of sustainable financing by financial
institutions.
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