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Abstract

This study analyzes the influence of directors with political connections on corpo-
rate social responsibility (CSR). Using a sample of Spanish savings banks (cajas)
during the period 2004-2013, we analyze the influence of political directors on the
CSR of these entities, focusing on their ideology and regional identity. Our results
indicate that the higher the proportion of directors with political ties on the board,
the greater the allocation of resources to CSR activities. In addition to this positive
effect of board politicization, we find that political directors’ liberal ideology posi-
tively affects CSR, both directly and in moderating the relationship between political
directors and CSR. Our results also validate that political directors’ regional iden-
tity boosts the positive effect they have on CSR. Finally, we encounter various dif-
ferences depending on the nature of the projects funded through CSR. Therefore,
our study demonstrates the importance of delving into the characteristics of political
directors to elucidate their effects on corporate policies.

Keywords Political directors - Ideology - Liberal - Regional identity - Board of
directors - Corporate social responsibility (CSR)

JEL Classification G34 - G21 - G28 - M14

1 Introduction

In the current century, academic literature has emphasized the relevance of the pres-
ence of board members with political connections within companies (e.g., Guerra
Pérez et al. 2015; Zhang et al. 2016; Xu and Liu 2020). Previous studies have noted
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both positive (e.g., more information, access to key resources) and negative (e.g.,
more social pressure, personal goals) aspects of such a political presence on the
board of directors. However, the positive or negative effects of board politicization
also depend on the specific area in which its impact is assessed. In this study, we
focus on the impact of political directors on corporate social responsibility (here-
inafter, CSR). CSR is configured as a corporate policy that enables firms to gain
legitimacy from society. According to the literature, political directors find it espe-
cially convenient to increase CSR in order to improve both their own and company
legitimacy (Lin et al. 2015; Wang et al. 2018; Yu and Chi 2021).

Typically, the literature has not delved into the different characteristics of political
directors. Our research considers their heterogeneity as a group in order to explore
their effect in greater depth, based on two characteristics that might define their
behavior and corporate decision-making: their political ideology and regional iden-
tity. Regarding political ideology, the literature on corporate governance has recently
emphasized its importance in corporate decision-making, and many studies have
analyzed the impact of board and CEO ideologies on different corporate decisions
in US firms. Political ideology is defined as an individual’s set of moral and political
attitudes that condition their beliefs about what society should be (Tedin 1987; Jost
2006). The traditional dimension of political ideology focuses on studying the dif-
ference between liberalism and conservatism.! In this sense, from the point of view
of individuals’ behavior, people with a liberal ideology are distinguished by their
concern about social and economic inequality (Jost 2006). From the point of view of
corporate decision-making and as a natural consequence of these ideological values,
previous literature has studied the influence of CEOs’ liberal political ideology on
the level of CSR (Chin et al. 2013; Di Giuli and Kostovetsky 2014). However, to the
best of our knowledge, except for Di Giuli and Kostovetsky (2014), no existing stud-
ies address the influence of the liberal political ideology of board members on CSR.

In addition, political directors’ regional identity can affect their decision-making.
We approach the concept of regional identity based on social identity theory (Tajfel
and Turner 1986; Abrams and Hogg 1990) and the literature on regional favoritism
(Hodler and Raschky 2014; Fiva and Halse 2016; Chen et al. 2020). Social iden-
tity theory supports the notion that individuals exhibit biased behavior (favoritism
and/or discrimination) in response to their self-identification of group membership.
Social identity is the link that helps individuals to identify with the group (Crane
and Ruebottom 2011). Specifically, group social identity is "a set of mutual under-
standings regarding the unique characteristics that distinguish (members) from non-
members" (Rowley and Moldoveanu 2003, p. 208). One such type of social identity
is nationality, and at the sub-national level, regional identity,> which leads people

! Although psychological and political sciences often refer to the left—right axis, prior literature on the
corporate sphere has replaced this with the terms liberalism and conservatism, indifferently, since analy-
sis has tended to focus on US firms (Carney et al. 2008; Tetlock et al. 2013). We follow this line of litera-
ture by using liberalism to identify left-wing ideology and conservatism to refer to right-wing ideology.

2 As Paasi (2003) notes, it is important to distinguish analytically between the identity of a region and
the regional identity (or regional consciousness) of the people living therein. The former points to the
characteristics of nature, culture, and people that are used in political, institutional, etc. discourse to dis-
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who identify with it to act in its favor (regional favoritism) by allocating greater pub-
lic funding or greater investment in their regions. Although we have identified no
studies that address the effect of this regional identity of political directors on CSR,
we expect them to maintain a strong regional identity, an identity that will lead them
to promote policies that favor spending in that region through greater CSR.

Therefore, the main objective of this study is to explore the effects of political
directors on CSR, incorporating the influence of both their ideology and regional
identity. Specifically, we consider the heterogeneity that may exist within this group
of political directors, and include the impact that their personal characteristics—
political ideology and regional identity—may have, both directly and indirectly, by
moderating the effect of board politicization on CSR.

We test our hypotheses by analyzing the directors of a sample of Spanish sav-
ings banks (hereinafter, cajas) for the period 2004-2013. Cajas are a specific type
of entity, with peculiarities that make these relationships especially interesting to
study. These entities are private but have no owners, such that legislation distrib-
utes control rights among several stakeholders, with those of public administrations
being dominant (Andres et al. 2021). In this study, therefore, we do not analyze
independent directors with political ties, but rather directors who are representatives
of public administrations. Thus, their objective was to defend the interests of society,
with CSR® emerging as an appropriate mechanism to achieve this. In fact, CSR was
one of the hallmarks of Spanish cajas that enabled them to differentiate themselves
from other financial entities, such as commercial banks, such that these directors had
to meet society’s expectations in terms of implementing social projects to achieve
legitimacy for these entities. Moreover, one essential characteristic of cajas is that
they maintain a strong link with the region in which they originated, not only in
terms of their banking business, but also regarding their corporate governance. This
leads to the presence of numerous political directors from different political ideolo-
gies and regional identities in these entities, which provides a unique opportunity to
examine their influence on CSR policy.

Our results indicate that a greater presence of political directors on the board is
related to higher CSR. We emphasize the importance of considering the heteroge-
neity of political directors since we also observe that this positive relationship is
enhanced by both political directors’ liberal ideology and regional identity. In the
case of liberal political directors, we also find a direct effect, since the higher the
percentage of political directors with this ideology, the greater the allocation of a
caja’s resources to its CSR. Further, we observe various differences depending on
the nature of the projects funded through CSR. While liberal directors are especially

Footnote 2 (continued)

tinguish one region from another. Regional consciousness, on the other hand, points to people’s identifi-
cation with those institutional practices, discourses, and symbolisms.

3 In the case of Spanish cajas, CSR policy could be associated with the so-called “obra social” (social
work). In this way, “Social work constitutes one of the fields for the application of Corporate Social
Responsibility in the realm of savings banks” (Cabeza-Garcia et al. 2010, p. 33). Here, although they are
not completely synonymous, we use the term CSR.
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supportive of CSR in historical, artistic, and natural heritage projects, regionalist
directors are more concerned with CSR related to education and research projects.

Our study contributes to the literature on corporate governance in several
respects. First, we complement existing studies of directors’ political conditions
by exploring two unobservable characteristics, namely, their political ideology and
regional identity. Specifically, we build upon the existing literature in determining
how CEOs’ liberal ideology influences the firm’s CSR in the study of the board. In
addition, we examine the effect of directors’ regional identity on CSR policy, which
is the first study to address this relationship. Second, the study is novel compared
to most existing studies due to its focus on financial entities rather than non-finan-
cial companies. In this context, the consequences of directors’ political conditions
and values have greater repercussions because of the important externalities that
financial entities have on society (e.g., promoting or restricting the financing of new
investments). Third, our study adds another piece to the puzzle of the performance
of political directors in the governance of Spanish cajas. Most previous studies have
focused on the effect of board politicization on cajas’ performance (Azofra and San-
tamaria 2004; Garcia-Meca and Sanchez-Ballesta 2014; Andres et al. 2021), while
few studies on CSR have been conducted. Finally, based on its results, our study
provides guidelines for the configuration of the board of directors, emphasizing the
importance of factors that extend beyond directors’ independence or expertise.

The structure of this article is as follows: Sect. 2 addresses the theoretical frame-
work that leads to our hypotheses. Section 3 explains the main features of the institu-
tional context in which we test our hypotheses: Spanish cajas. In Sect. 4, we discuss
the sample, model, and methodology used in this study. The results of the descrip-
tive and explanatory analyses conducted to test the proposed hypotheses, including
a robustness section, are presented in Sect. 5. Finally, Sect. 6 concludes the article
with the discussion of the main results of the study, its theoretical contributions and
practical implications, and its limitations and future research.

2 Board politicization, political ideology, regional identity, and CSR

According to legitimacy theory (Suchman 1995), organizations are part of a wider
social system. As they coexist with multiple participants, they do not maintain
an inherent right to obtain and use resources; such resources must be earned or
deserved. To ensure access to the resources they need, and thus safeguard their sur-
vival and success, organizations must be accepted by the general public; that is, they
are required to operate in accordance with the expectations of society if they are to
achieve legitimacy (Li et al. 2015; Castelld et al. 2016; Deegan 2019). In this con-
text, legitimacy is understood as “a generalized perception or assumption that the
actions of an entity are desirable, proper, or appropriate within some socially con-
structed system of norms, values, beliefs, and definitions” (Suchman 1995, p. 574).
Linked to social expectations, which may change depending on the period and place
in which the organization operates, legitimacy is not static and, if the social system
varies, organizations must again seek legitimization in accordance with the new cir-
cumstances (Deegan 2019). Those in charge of observing the different organizations
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and assessing their legitimacy need not necessarily belong to the organization or be
specific stakeholders, but in many cases will be society at large (Castell6 et al. 2016;
Deegan 2019). For this reason, this theory is sometimes linked to the idea of a social
contract, which comprises the set of expectations, both implicit and explicit, that
society has about the organization and its operation. It is based on the expectation
that the legitimacy of the organization has been assessed (Deegan 2019).

Organizations can influence the perceived legitimacy that society places on them
(Dowling and Pfeffer 1975) by managing threats to legitimacy through various
strategies, including CSR (Li et al. 2015; Garanina and Aray 2021; Luo and Wang
2021). Although CSR does not allow the organization to achieve complete legiti-
macy, it seems increasingly necessary when considering the expectations of Western
societies (Chiu and Sharfman 2011; Garanina and Aray 2021). Thus, active CSR
projects attract public attention and generate benefits to society, which enhances the
company’s reputation and legitimacy (Chiu and Sharfman 2011; Zhang et al. 2016;
Xu and Liu 2020).

In addition to implementing strategies such as CSR, firms can also pursue legiti-
macy and reputation through various internal mechanisms, such as the board of
directors (Hambrick and D’Aveni 1992; Daily and Schwenk 1996). Various poten-
tial benefits of boards—namely, advice and guidance on the one hand, and external
legitimacy and networking on the other—are considered to be particularly valuable
(Hillman and Dalziel 2003). Regarding external legitimacy and net-working, firms
often hire external directors to enhance the firm’s legitimacy in its environment
(Zahra and Pearce 1989; Johnson et al. 1996) and to improve relations with stake-
holders. Directors who are considered as community influentials, such as politicians,
are especially valuable because they not only facilitate access to financial resources
(Claessens et al. 2008), but also provide expertise in bureaucratic procedures (Gold-
man et al. 2009); specifically, they can also bring non-business perspectives that
may be valued by shareholders and endow the company with legitimacy by con-
sidering the interests of other stakeholders in board discussions (Garcia-Meca and
Palacio 2018). This concern of political directors (i.e., directors with political con-
nections) for the interests of other stakeholders has also been reflected in their sup-
port for CSR.

In recent years, the literature addressing the effect of directors’ political connec-
tions on CSR has increased. Prior studies have indicated several advantages (e.g.,
government subsidies and resources, access to financial resources, less bureaucracy
and oversight, more information and influence) derived from political presence in
firms (Guerra Pérez et al. 2015; Li et al. 2015; Zhang et al. 2016; Xu and Liu 2020).
However, these effects also depend on the institutional context and the specific form
that the relationship between business and political connections takes (Chiu and
Sharfman 2011; Bianchi et al. 2019; Yu and Chi 2021).

When referring specifically to CSR strategies, prior literature notes that
political conditions may favor greater CSR. This relationship can be explained
via several reasons. First, according to social exchange theory and the reciproc-
ity principle in social relationships, governments also expect some action from
those companies with political directors due to the benefits they derive from their
political connections (Li et al. 2015; Ferndndez-Gago et al. 2018; Xu and Liu
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2020). Thus, CSR may be considered as a response to government expectations
to increase the welfare of society through the CSR of companies with political
connections (Lin et al. 2015; Zhang et al. 2016; Wang et al. 2018; Xu and Liu
2020; Yu and Chi 2021). Thus, if the firm acts in the government’s interests, the
company may gain greater legitimacy (Marquis and Qian 2014; Li et al. 2015).
Conversely, if these government expectations are not met, there could be a loss of
legitimacy for the firm (Luo and Wang 2021).

Second, per the social view approach, which bases its arguments on the public
interest theory, politicians should use resources to promote social projects or to
cure market failures (Atkinson and Stiglitz 1980), since their political status may
imply that they are responsible for defending public interest and improving social
welfare (Wang et al. 2021). Politicians might therefore attempt to provide individ-
uals with certain public services (e.g., through increased CSR), as they care more
about society’s welfare and interests (Wang et al. 2021). Third, companies with
political directors are subject to more public and governmental scrutiny (Chen
et al. 2017; Zhang 2017; Fernandez-Gago et al. 2018; Xu and Liu 2020) and
are under greater pressure to invest in CSR activities (Chiu and Sharfman 2011;
Marquis and Qian 2014) as politicians are expected to have high moral standards
(Zhang 2017; Xu and Liu 2020) and, thus, a special interest in CSR investment.

Finally, politically connected directors may have personal goals that CSR
could allow them to achieve. As noted above, CSR attracts public attention, not
only towards the company, but also towards its managers and directors (Zhang
2017; Xu and Liu 2020). In this sense, directors can use CSR as a source of
entrenchment, as it favors the satisfaction of society’s demands, enabling them to
strengthen their position (Villaron-Peramato et al. 2018). Moreover, in contexts
where politicians are viewed negatively by society because of corruption scan-
dals (Ramoén-Llorens et al. 2019), political directors may use CSR to protect their
personal reputation and maintain or enhance their personal political legitimacy,
which could lead to political or professional promotion (Marquis and Qian 2014;
Zhang 2017; Wang et al. 2018; Luo and Wang 2021; Yu and Chi 2021).

Therefore, we propose the following hypothesis:

Hypothesis 1 The higher the percentage of political directors on the board, the
greater the allocation of resources to CSR activities.

After hypothesizing the positive influence of political directors on CSR, we
explore their characterization by arguing that politicians may not necessarily be
a homogeneous group but may maintain different beliefs and/or identities. Here,
we focus on political ideology and the regional identity of political directors.
As Fernandez-Gago et al. (2018) argue, we consider that directors’ characteris-
tics can have a dual impact (directly and/or moderating) on CSR. Thus, political
ideology and regional identity can directly influence CSR and/or moderate the
relationship between directors’ political connections and CSR, making this rela-
tionship stronger or weaker. In the latter case, we suggest that although political
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directors have a positive effect on CSR, the intensity of this relationship may
depend on their political ideology and regional identity.

2.1 Liberal political ideology and CSR

Political ideology is a key personal factor that helps to better understand “why peo-
ple do what they do” (Jost 2006). Specifically, using the definition proposed by Erik-
son and Tedin (2003, p. 64) (also used by other authors: Jost 2006; Jost et al. 2009),
ideology refers to “the set of beliefs about how to order society and how to achieve
it.” These personal beliefs, along with other personal variables already described
in the literature (e.g., age, gender, grade and diversity of knowledge, professional
expertise, etc.), influence individuals’ decision-making. In addition to individuals’
beliefs, psychology plays an important role in determining the factors that distin-
guish one ideology from another.

The most widely studied dimension of ideology differentiates liberalism from
conservatism. This dimension is universal, stable, and persists during a person’s life-
time and allows us to understand individual beliefs (Jost 2006; Johnson and Roberto
2019; Jeong and Kim 2020). In this sense, the literature on ideology has corrobo-
rated the existence of significant differences (cognitive, affective, and motivational)
between people with a liberal ideology and those with a conservative ideology (Jost
et al. 2003, 2009; Jost 2006; Carney et al. 2008).

While individuals with a conservative ideology share a greater affinity for indi-
vidualism and free markets (Jost et al. 2003; Carney et al. 2008; Gupta and Wowak
2017), liberal ideology is associated with the defense of social justice, the fight
against social and economic inequality, and is linked to egalitarianism and com-
passion (Evans et al. 1996; Jost et al. 2003; Jost 2006; Shi et al. 2019). Within the
framework of a political system, these ideological beliefs are generally aligned with
programs defended by political parties, which are also classified as either liberalism
or conservatism. Thus, different approaches of the so-called “partisan theory” have
been compared in previous empirical studies on public administration (e.g., Jensen
2010; Potrafke 2011). Liberal political parties have been shown to promote public
policies in order to expand public spending (increasing indebtedness and the growth
of public administration) so as to reduce inequality and achieve a fairer society (Pon-
tusson and Rueda 2010; Potrafke 2011).

In applying this general reasoning to the corporate sphere, recent literature con-
firms the effect of ideology on corporate decision-making. Most of these studies
focus on the CEO’s ideology, while only a few analyze the ideology of the board of
directors. Regarding evidence concerning CEOs and top executives, their liberalism-
conservatism beliefs have been associated with several corporate policies, especially
company CSR (Chin et al. 2013; Di Giuli and Kostovetsky 2014; Gupta et al. 2019;
Jeong and Kim 2020). Regarding the influence of board member ideology on CSR,
a recent study (Jouber 2021) reports a positive influence of ideological diversity
(conservatism vs. liberalism) of the board on CSR, while Di Giuli and Kostovetsky
(2014) find that firms with liberal directors score higher on CSR.
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Based on the above literature, liberal ideology is consistent with an increase in a
firm’s CSR (Chin et al. 2013; Di Giuli and Kostovetsky 2014; Gupta et al. 2019). In
this way, liberals may consider the entity’s responsibility more expansively, incor-
porating the needs of all stakeholders, including society as a whole (Briscoe et al.
2014; Gupta et al. 2019). By promoting these CSR practices, organizations may,
therefore, help to achieve a more equalitarian society and social justice (Chin et al.
2013; Gupta et al. 2019).

Considering the literature on ideology applied to both public administration and
corporate firms, political directors who maintain a liberal ideology on company
boards may be expected to focus greater attention on the impact of corporate poli-
cies on society. Therefore, we propose the following hypotheses:

Hypothesis 2a The higher the percentage of political directors with a liberal ideol-
ogy on the board, the greater the allocation of resources to CSR activities.

Hypothesis 2b The percentage of political directors with a liberal ideology on the
board positively moderates the relationship between political directors and CSR
activities.

2.2 Regional identity and CSR

In addition to the ideology of political directors, the influence of another political
dimension—their regional identity—on the behavior of politicians has been less
studied. According to social identity theory (Tajfel and Turner 1986; Abrams and
Hogg 1990), individuals modify their behavior and, therefore, their decision-mak-
ing, in response to their self-conception of group membership. As Ispas (2012, p.
18) points out, “we think and act differently when we think of ourselves as a mem-
ber of a particular group than when we think of ourselves as an individual.”

The cornerstone of this theory is that individuals are largely defined by the social
group(s) to which they belong, and that they are motivated to seek positive distinc-
tiveness for their group to increase their self-esteem (Tajfel and Turner 1986). Since
maintaining group identity is critical to an individual’s self-esteem, this motivates
them towards attitudes and behaviors that promote the defense of group interests (so-
called in-group favoritism), sometimes at the expense of the interests of other groups
(out-group discrimination) (Devine 2015; Shi and Tang 2015). In this context, social
identity is what leads the individual to establish the basis of their identification with
the group (Crane and Ruebottom 2011). Some well-known social identities in busi-
ness studies include gender, age, race, culture, sexual orientation, and nationality
(e.g., Markoczy et al. 2020; Raskovic and Takacs-Haynes 2021). Although stud-
ies addressing political-territorial identification have focused primarily on national
identity based on nationality (e.g., Kaczmarek et al. 2012; Wocke et al. 2018), a
growing body of work addresses regional identity, considering it as another form
of subnational identity that focuses on the individual’s relationship with their local/
regional community (Lantz and Loeb 1998; Fernandez-Ferrin et al. 2021). Accord-
ing to Raagmaa (2002, p. 58), who adapts the definition of Hiuszer and Frey (1987),
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regional/local identity can be defined as “a phenomenon where people identify
themselves with the social system of a certain region ...with its people, culture, tra-
ditions, landscape, etc.”. This regional identification usually coincides with the place
that the individual considers to be their home (Fernandez-Ferrin et al. 2021). Based
on social identity, the consequence of this approach is that the stronger an individu-
al’s regional identity, the more willing they will be to act in favor of it, i.e., to make
decisions that promote regional favoritism.

This effect seems to be demonstrated in the work of Fernidndez-Ferrin et al.
(2021) on the effect of regional identity as a moderator/driver of the relationship
between CSR and consumer loyalty, or in the study by Lantz and Loeb (1998) on the
preference for consuming locally manufactured products. In this context, we suggest
that politicians affiliated with a party that defends regionalist interests are likely to
have a strong regional identity, which will lead them to promote policies that favor
spending in that region through greater CSR.

To the best of our knowledge, no studies have addressed the influence of regional
identity on CSR policy as an output of the firm. To date, the only evidence of
regional favoritism that we’ve found associates politicians’ regional identity with
their hometown. These studies generally analyze whether politicians promote
regional favoritism through increased public funding (Fiva and Halse 2016), invest-
ment in roads (Burgess et al. 2015), boosting economic activity (measured through
more intense nighttime light) (Hodler and Raschky 2014), or, in the corporate
sphere, through (over)investment (Chen et al. 2020; Guo et al. 2021). As mentioned
before, all these studies approach regional identity through politicians’ hometowns.
Although valid, this approach assumes that an individual maintains intrinsic favor-
itism for a region because they were born or raised there. A more accurate way to
measure this regional identity is to list whether the politician is affiliated with a
political party that defends regional interests. We consider that this regional identity
can also be approached through its affiliation with a regionalist party.

Regionalist parties focus on recognizing regional peculiarities or allocat-
ing power and resources to the region (De Winter and Tiirsan 1998; Massetti and
Schakel 2015). Along these lines, regionalist parties in developed countries tend to
boost social expenditure in their territories, regardless of whether they are liberal or
conservative. The justification for this increased spending is that it helps build and
consolidate a regional/local identity (Beland and Lecours 2008; Mooney and Scott
2011). In this sense, Jacobsen’s (2006) study of a sample of 30 Norwegian munici-
palities determined that the greater a regional politician’s sentiment, the greater the
spending preferences.

Therefore, despite the scarce empirical evidence, we consider that these theoreti-
cal arguments allow us to support the thesis concerning the influence of political
directors’ regional identity on CSR policy. Specifically, we propose that political
directors who exhibit regional identity could favor company-spending resources in
the territory with which they identify (regional favoritism). Therefore, we hypoth-
esize the following:
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Hypothesis 3a The higher the percentage of political directors with a regional
identity on the board, the greater the allocation of resources to CSR activities.

Hypothesis 3b The percentage of political directors with a regional identity on
the board positively moderates the relationship between political directors and CSR
activities.

3 Institutional framework

This study analyzes the political connections, ideology, and regional identity of
directors of cajas, operated in Spain from 2004 to 2013. Cajas were a fundamen-
tal part of the Spanish financial system since they first appeared in the nineteenth
century (Caja de Ahorros de Jerez de la Frontera was the first to be founded in
1834) until their virtual disappearance over the last decade. Currently, only two
entities maintain the legal form of caja: Caja de Ahorros de Pollenca "Colonya"
and Caja de Ahorros and Monte de Piedad de Ontinyent. Their importance is
reflected in the more than 21,000 branches that the cajas owned in their entirety
at the beginning of 2000, or in their market share in deposits higher than that of
commercial banks (55% of the market).

Cajas feature unique characteristics that distinguish them from other financial
entities, such as commercial banks or credit cooperatives. First, they originally
focused on promoting savings, although in their later stages, they also entered
the loans and mortgages market. In addition, originally, their activities focused
on a certain geographical area (typically, a province), although since the deregu-
lation introduced by the Royal Decree 1582/1988, most cajas followed a policy
of geographical expansion throughout most of the country. Legally, cajas are
private (non-public) entities without owners; in other words, they do not have
residual property rights holders (Garcia-Meca 2016). Consequently, there is no
profit distribution. In contrast, part of the annual profits is dedicated to CSR
activities through so-called social work (obra social), i.e., projects of a cultural,
social, educational, or artistic conservation nature. However, despite the absence
of property rights, regulation established the distribution of control rights among
various groups of stakeholders (depositors, public administrations, employees,
founders, and entities of general interest), which constituted the governing bod-
ies of each caja: general assembly, board of directors, and control committee.
Among these governing bodies, the board, which oversaw the effective adminis-
tration and management of the caja, played an important role. Thus, its composi-
tion is the focus of our analysis.

For several reasons, these entities are especially interesting for testing our
hypotheses. First, successive legislation gave public administrations the role of
the dominant group in the cajas’ governance system (Garcia-Cestona and Sur-
roca 2008; Andres et al. 2021). In this way, the presence of directors with politi-
cal connections was quantitatively important and explains why prior literature on
cajas’ governance has focused on the consequences of politicization, given its
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role as a key stakeholder. Most previous studies have considered the effects of
politicization on cajas’ performance (Azofra and Santamaria 2004; Garcia-Meca
and Sanchez-Ballesta 2014; Andres et al. 2021), while few have analyzed its
impact on CSR (e.g., Lopez Iturriaga et al. 2007).

Second, according to the annual report of the Spanish Confederation of Sav-
ings Banks (CECA), the resources allocated to CSR progressively increased until
they reached their maximum in 2007 (1952 million euros), at which point the
crisis and the restructuring of the sector caused their decline. In fact, cajas’ CSR
was one of the hallmarks that set them apart from commercial banks so they pro-
moted and expanded their CSR activity to contrast this “social dividend” against
the private dividend of commercial banks, which contributed to their success
(Gomez-Carrasco et al. 2016).

Third, the importance of cajas in the Spanish financial system as well as the pres-
ence of politicians on their boards gave them greater visibility, which meant that
their legitimation pressures were higher (Chiu and Sharfman 2011). As the domi-
nant stakeholders, public administrations were responsible for guaranteeing the allo-
cation of resources to public goals (Garcia-Cestona and Surroca 2008). Thus, while
directors designated by other stakeholders had to defend their respective interests
(e.g., employees, depositors), the political directors who represented public adminis-
trations had to defend society’s interests, which corresponds with CSR. In this way,
these directors did not play the same role as companies’ independent directors with
political ties, because in the case of cajas, their appointment depended on the public
administration they represented.

Fourth, the reputation of politicians and political parties in Spain has declined
since the turn of the century, as demonstrated by the 15M Movement in 2011, char-
acterized by dissatisfaction with the political system (Hughes 2011). This is also
reflected in the barometer of the Spanish Center for Sociological Research (CIS),
which showed how the political class and political parties were the third main prob-
lem in the country in January 2011 (after unemployment and economic problems).
Therefore, the context is one in which political connections are viewed with sus-
picion (Ramoén-Llorens et al. 2019), which may lead to more investment in CSR,
given that cajas were forced to demonstrate that, despite this political presence, they
met society’s expectations (Bianchi et al. 2019). Similarly, political directors, whose
personal reputation was damaged, could view CSR as an appropriate strategy to
improve their reputation in order to achieve personal goals.

Finally, Spain’s sociological and political situation, where regional identity
has expanded in various areas, allows us to analyze the characteristics of political
directors. In this way, political directors from regions such as the Basque Country,
Catalonia, or Galicia, where regional identity is deeply rooted, may have a strong
regional sentiment that conditions their behavior. This strong regional identity is
reflected, for example, in the CIS barometer, which demonstrated in 2011 that, con-
trary to the national average, most of the population in these regions felt they had
more in common with people from the same region but at a different social level
than with people of the same social level but from other regions.
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4 Sample, model, variables, and methodology
4.1 Sample

Our sample consists of 45 Spanish cajas for the period 2004-2013 (304 observa-
tions). Information concerning the composition of the boards of directors was
extracted from the annual CECA report and the annual corporate governance report
of each caja. After identifying the board members, we built a custom database to
record the political affiliation of each director (regardless of the interest group they
represented in the caja), determined by searching through different sources of infor-
mation (web pages of political parties, municipalities, county councils, autonomous
regions, and official regional gazettes in which the electoral lists appear in the dif-
ferent calls for national and regional elections). Ultimately, we examined the politi-
cal affiliations of 1578 directors. Specifically, we analyzed whether each director
had (or previously had) a clear link with a political party, either by holding a public
office representing the party or by appearing in their electoral lists. Although not all
individuals manifest their ideology/identity through party affiliation, an individual’s
political party affiliation is considered a stable and accurate proxy for their politi-
cal ideology (Goren et al. 2009; Johnson and Roberto 2019) or identity (Finkel and
Scarrow 1985; Greene 1999). In addition, directors with political affiliations repre-
sented, on average, most board directors (52%).

Once each director’s affiliation to a specific political party was determined, we
characterized their ideology and identity according to the two dimensions estab-
lished in the study: the one related to liberalism, and the other referring to regional-
ism. To this end, based upon Massetti and Schakel’s (2015) study, we classified each
political party as liberal and/or regionalist, as shown in Table 5 in the “Appendix”.
To determine the ideology of the parties not included in Massetti and Schakel’s
study (2015), we relied on the information on their website as well as their statutes.
Economic-financial information was obtained from annual CECA reports.

4.2 Model, variables, and methodology

Our model to test our hypotheses is the following:

CAJAS’ CSR,, = B, + B, POLITICIAN,, + B, LIBERAL, + p; REGIONALIST,
+ B, POLITICIAN x LIBERAL,, + 5 POLITICIAN x REGIONALIST,
+ ps CONTROL VARIABLES;, + d, + &,

where i identifies the caja, t the year, d, the time effect, and ¢; the random
disturbance.

Our dependent variable to test our hypotheses is the amount allocated to the CSR
(obra social) of the caja (cultural, educational, social projects, etc.) divided by the
net profit of the entity (CSR variable) (Lopez Iturriaga et al. 2007; Cabeza-Garcia
et al. 2010). We disaggregate this general variable into the four categories reported
by CECA, all divided by net profits: culture (CSR_CULTURE), health and social
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assistance (CSR_HEALTH), education and research projects (CSR_EDUCATION),
and historical, artistic, and natural heritage (CSR_HERITAGE).4 We winsorized all
variables to avoid the influence of outliers (Zhang et al. 2016).

In terms of political ties, we use the proportion of those representing local and
regional governments or those affiliated with a political party (POLITICIAN)
(Andres et al. 2021). Regarding political ideology, we use the proportion of politi-
cians linked to liberal political parties (LIBERAL). As for regional identity, we use
the proportion of political directors linked to regionalist political parties (REGION-
ALIST). We also built three variables to differentiate between directors with a lib-
eral ideology and a regional identity (LIBERAL_REGIONALIST), a liberal ide-
ology but no regional identity (LIBERAL_NONREGIONALIST), and a regional
identity but no liberal ideology (REGIONALIST_NONLIBERAL).

Finally, following prior literature on CSR and banking, we add several control
variables related to the board, the caja, and the region in which the caja was con-
stituted. Regarding the board of directors, we include the logarithm of the size of
the board of directors (BOARD_SIZE), whose expected effect is not defined, since
both positive and negative impacts could be justified (Fernandez-Gago et al. 2018;
Yu and Chi 2021); the diversity of educational background on the board (EDUCA-
TION), measured with a Blau index (1 —Z(Pi)z) considering seven branches of
knowledge and whose expected impact is positive (Fernandez-Gago et al. 2018);
and the proportion of women on the board (GENDER), whose effect is expected
to be positive (Cabeza-Garcia et al. 2018; Wang et al. 2021). We also include vari-
ables related to the caja, including its size measured using the logarithm of its total
assets (SIZE), with an expected positive effect on CSR (Lin et al. 2015; Yu and Chi
2021); a measure of performance, such as the return on equity (ROE), whose effect
we expect to be positive (Li et al. 2015); the Capital Adequacy Ratio (CAR), which
can be used as a measure of solvency (Andres et al. 2021) and whose expected effect
is negative, as higher indebtedness is positively related to CSR (Wang et al. 2018;
Xu and Liu 2020); a measure of the caja’s business structure (GAP), measured as
total loans to clients divided by total deposits to clients (Cardone-Riportella et al.
2010), and whose expected sign is not defined; credit risk, measured as the amount
allocated to nonperforming loans divided by total loans to clients (CREDIT_RISK)
(Andres et al. 2021), whose effect we expect to be negative, since if the caja has
credit problems, fewer resources will be allocated to CSR; and the geographi-
cal extension of the caja’s business, measured as the number of different Spanish
regions in which the caja has offices (REGION_OFFICES), whose expected effect
is positive, given that if the caja is located in more regions, it will have to invest and
satisfy the demands in each of them. Finally, regarding the region in which the caja
was constituted, we include GDP per capita in that region (REGION_GDP), and
expect a positive effect (Xiang et al. 2021), and dummy ELECTIONS, which record
“1” in those years in which there were elections in that region, and whose effect we
expect to be positive since CSR could be used for electoral purposes (Ding 2005).
All these variables are defined in Table 6 of the “Appendix”.

4 The disaggregation of CSR into project categories was only published up to 2010, hence only 296
observations are available in the estimations with this variable.
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Given the structure of our sample, we used a panel data methodology to test
our hypotheses. Although the endogeneity problem that usually arises in govern-
ance variables is more limited in our model than in others (since the appointment
of political directors follows a legal criterion rather than reasons of economic
efficiency), we use the generalized method of moments (GMM) (Arellano and
Bover 1990; Bond 2002). Specifically, we use the two-step system GMM esti-
mator with adjusted standard errors for potential heteroscedasticity (Blundell and
Bond 2000). This technique allows us to control for constant unobserved hetero-
geneity and contend with possible endogeneity among variables (Blundell and
Bond 2000; Bond 2002). To capture the influence of past data on the current data,
we include two lags of the independent variables that are potentially endogenous.
However, we collapsed the instruments to avoid instrument proliferation.

To test the model specification validity, we report the variance inflation factor
(VIF) to verify that there are no multicollinearity problems in the models (all the
estimations have a value below 2.5); the Hansen test of over-identifying restric-
tions to check the validity of the selected instruments; the m2 (AR(2)) to test the
absence of second-order serial autocorrelation in the estimations; and two Wald
tests for the joint significance of the reported coefficients (z1) and for the time
dummy variables (z2).

To test the moderating role of liberal and regionalist politicians, we use
standardized data and introduce the interaction terms in the model (POLITI-
CIAN X LIBERAL and POLITICIAN x REGIONALIST). All estimations were
calculated using STATA statistical software.

5 Results
5.1 Descriptive statistics

Table 1 shows the sample information using the descriptive statistics of all vari-
ables indicated above.

As presented in Table 1, cajas allocated one-third of their net benefit to CSR
activities (33%), which is higher than the value shown by Cabeza-Garcia et al.
(2010) for the period 1992-2005. Specifically, cajas invested the most in culture
(15% of the net benefit), followed by health (9%), education (6%), and heritage
(3%). These figures have a similar pattern to that obtained by Lopez Iturriaga
et al. (2007) for 2004.

On average, 52% of boards had political ties (POLITICIAN). When observ-
ing the minimum value (17%), we can confirm that all cajas had directors with
political connections, as the legislation always granted public administration rep-
resentation. According to our data, 41% of these political directors maintained a
liberal ideology (LIBERAL), although we found extreme cases in which cajas
had no liberals on their boards (e.g., Bilbao Bizkaia Kutxa, La Caixa, Caixa
D’Estalvis de Sabadell) and others where all their political directors display a
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liberal ideology (e.g., Caixa D’Estalvis de Terrassa, Caja de Ahorro Provincial
de Guadalajara). In terms of regional identity, we find lower figures, as, on aver-
age, 24% of political directors were considered regionalists. However, at least
25% of the sample had no political directors with this regional identity on their
boards (e.g., Caja de Ahorros y Monte de Piedad de Madrid, Caja de Ahorros de
Asturias, Caja de Ahorros del Mediterrdneo). Nevertheless, we also find various
cajas in which all (or most) of their political directors are regionalists (e.g., Bil-
bao Bizkaia Kutxa, Caixa d’Estalvis del Penedeés).

5.2 Explanatory analysis

Table 2 presents the results of the estimations related to CSR policy. As presented in
the table, all variables have been included step by step, beginning with the control
variables (Model 1), consecutively followed by new ones: (1) the direct effect of pol-
iticians, regardless of their ideology and social identity, on CSR (Model 2); (2) the
direct effect of liberal politicians and their interaction with other politicians (Models
3a and 3b); (3) the direct effect of regionalist politicians and their interactions with
other politicians (Models 4a and 4b); and (4) the direct effects of politicians, liber-
als, and regionalists, as well as the interactions between them (Models 5a and 5b).

For control variables, we find that the caja’s performance (ROE), the number of
regions in which the caja has offices (REGION_OFFICES), and the level of wealth
of the region in which the caja was established (REGION_GDP) have a positive
coefficient with the dependent variable in a number of models. Similar results can
be found in Li et al. (2015) and Xiang et al. (2021) for performance and regional
wealth, respectively. Therefore, they all have a positive influence on the percent-
age of net profit that the caja allocates to CSR. In contrast, the capital assets ratio
(CAR) is negatively related to the caja’s CSR [comparable results can be found in
Wang et al. (2018) and Xu and Liu (2020)]. Moreover, the variable that measures
the business structure of the caja (GAP) also shows negative coefficients, which
means that if the entity is more dedicated to granting loans than to receiving depos-
its, the proportion of net profit allocated to CSR was lower. The volume of the caja’s
assets (SIZE) also shows a negative coefficient in Model 1, i.e., larger cajas allocate
a smaller percentage of their profits to CSR, which runs contrary to the expected
sign. However, this variable is no longer significant in most of the remaining mod-
els. Finally, none of the control variables related to the board (BOARD_SIZE, EDU-
CATION, and GENDER) demonstrated a significant influence on CSR, indicating
that the most relevant characteristic of the caja’s boards in terms of CSR is their
politicization.

When introducing the variable that measures board politicization in the model
(see Model 2), we find that the more political directors on the caja’s board (POLITI-
CIAN), the greater the amount spent by the caja on CSR activities, thereby confirm-
ing Hypothesis 1. Thus, regardless of the ideology or social identity of politicians on
the board, they are always in favor of increasing the caja’s social activity.

Having tested the relevance of political connections on CSR, we introduce direc-
tors’ political ideology (LIBERAL) and regional identity (REGIONALIST) into the
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model. According to our hypotheses, both issues may directly and indirectly influ-
ence CSR. Hence, we test the different effects in Model 3 (for liberal politicians),
Model 4 (for regionalist politicians), and Model 5 (for liberal and regionalist politi-
cians). As can be seen, the percentage of political directors with a liberal ideology
has a direct influence on CSR, which implies that the higher the proportion of politi-
cal directors with a liberal ideology, the greater the caja’s CSR (Model 3a). How-
ever, our results also indicate that they have the ability to boost politicians’ positive
effect on CSR (see the positive coefficient of the interaction variable); that is, this
effect is stronger as the percentage of liberal political directors increases (Model 3b).
These results support Hypotheses 2a and 2b and indicate a quasi-moderation effect.

The presence of politicians with a regional identity on the board proves to be sig-
nificant only when referring to the interaction variable. This result supports a pure
moderation effect of regionalist political directors because the percentage of politi-
cians with a regional identity does not have a direct influence on the caja’s CSR
(Model 4a), although regionalist political directors reinforce the role of politicians in
favoring CSR (see the positive sign of the interaction coefficient in Model 4b). Thus,
we rejected Hypothesis 3a, but supported Hypothesis 3b.

Finally, when we include all variables in a single final model (Models 5a and 5b),
we observe that all previously described results are maintained. In these models, it
is interesting to note the significance of the election variable (ELECTIONS), which
has a positive sign, indicating that during election years, the percentage of profits
devoted to social work increases. This result corresponds with previously proposed
arguments concerning the use of cajas’ CSR by politicians for their own benefit
(i.e., for self-legitimization, especially during election periods). The results can also
be explained using arguments related to political patronage (Piattoni 2001), such
as clientelism and pork barrel politics, since this implies the use of funds to favor
specific public projects in exchange for securing a strong status within the political
party or obtaining voter support for re-election.

5.3 Additional analyses

To further explore the relationship between the politicization of cajas’ boards and
their CSR, we analyze their influence on the percentage of CSR allocated to the dif-
ferent activities reported by CECA—culture, health and social assistance, education
and research projects, and natural and artistic heritage (see Table 3). When analyz-
ing these results, we observe that the direct and indirect effects of the presence of
liberals on the cajas’ boards remain when we refer to the activities to which most of
the cajas’ funds are devoted to—culture and health (Model 1 and Model 2). In addi-
tion, the regionalist enhancing effect on the relationship between political directors
and CSR is maintained.

However, when we focus on CSR aimed at education or heritage, we observe dif-
ferent behaviors when discussing liberal ideology or regional identity. A direct effect
of politicians with a liberal ideology is found when analyzing the percentage of ben-
efits allocated to heritage, while in the case of regionalists, their indirect influence
is manifest when the percentage of benefits aimed at education is examined. These
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Table 3 Results of CSR estimations divided into activities

Model 1 Model 2 Model 3 Model 4
CSR_CULTURE CSR_HEALTH CSR_EDUCATION CSR_HERITAGE
POLITICIAN -0.057 0.015 -0.010 —0.003
(0.040) (0.056) (0.021) (0.013)
LIBERAL 0.041%* 0.047* 0.016 0.025*
(0.023) (0.028) (0.014) (0.013)
REGIONALIST —0.048 0.002 —0.024 —-0.011
(0.060) (0.038) (0.025) (0.010)
MODERATING VARIABLES
POLITICIAN x LIBERAL' 0.131%* 0.103%** 0.042 0.036
(0.055) (0.037) (0.037) (0.023)
POLITI- 0.166%** 0.077* 0.086* -0.012
CIAN xREGIONALIST'  (0.063) (0.041) (0.048) (0.017)
CONTROL VARIABLES
BOARD_SIZE 0.213 0.119 0.198 0.014
(0.188) (0.133) (0.134) (0.069)
EDUCATION -0.074 0.062 —0.034 —0.007
(0.119) (0.124) (0.058) (0.056)
GENDER 0.031 —0.110 0.089 -0.111
(0.290) (0.169) (0.148) (0.076)
SIZE -0.012 0.007 0.016 0.033*
(0.074) (0.054) (0.038) (0.019)
ROE 0.034 0.021 0.019 0.002
(0.050) (0.038) (0.021) (0.008)
CAR —2.455%%* —1.678 — 1.3597%% 0.567
(1.017) (1.178) (0.644) (0.450)
GAP —0.004 0.038 0.004 —0.051
(0.122) (0.125) (0.061) (0.035)
CREDIT_LOSSES —2.693 —3.259 —2.692% -0.715
(3.049) (2.304) (1.595) (1.042)
REGION_OFFICES -0.126 —0.071 —-0.094 —-0.030
(0.111) (0.054) (0.058) (0.026)
REGION_GDP 0.310 0.302%** 0.144 0.116*
(0.218) (0.111) (0.095) (0.060)
ELECTIONS —0.005 —0.004 0.002 0.002
(0.014) (0.007) (0.007) (0.003)
Years Included Included Included Included
Observations 296 296 296 296
Number of groups 45 45 45 45
VIF 225 2.25 225 225
z1 25.96* 65.08%* 35.39%k% 39,54
z2 15.39%%* 16.61%** 15.98%** 10.38*
m2 -1.59 —1.15 -0.33 -1.15
Hansen 15.66 12.51 10.57 14.01
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Table 3 (continued)

CSR_CULTURE is the amount allocated to cultural activities divided by net benefit; CSR_HEALTH is
the amount allocated to health and social assistance divided by net benefit; CSR_EDUCATION is the
amount allocated to education and research divided by net benefit; CSR_HERITAGE is the amount allo-
cated to historical, artistic and natural heritage divided by net benefit; POLITICIAN is the proportion
of directors representing local and regional governments or who were affiliated with a political party;
LIBERAL is the proportion of political directors linked to liberal political parties; REGIONALIST is
the proportion of political directors linked to regionalist political parties; BOARD_SIZE is the size of
the caja’s board; EDUCATION is the Blau index considering seven branches of knowledge: arts and
humanities, business and economics, engineering, health sciences, law, sciences, and social sciences;
GENDRER is the proportion of women on the board; SIZE is the total assets of the savings bank in thou-
sand euros; ROE is the ratio of equity divided by its net profit; CAR is the ratio of net assets divided by
its total assets (Capital Adequacy Ratio). GAP is the total loans to clients divided by total deposits to
clients; CREDIT_RISK is the volume of losses on credit investments divided by total loans to clients;
REGION_OFFICES is the number of regions in which the caja has offices; REGION_GDP is the GDP
per capita of the region in which the caja was constituted; ELECTIONS is a dummy variable that equals
1 in the year in which there are elections in the region in which the caja was constituted

VIF, variance inflation factor to verify there are no multicollinearity problems in the models; z1, Wald
test of the joint significance of the reported coefficients, asymptotically distributed as X2 under the null
hypothesis of no relationship; z2, Wald test of the joint significance of the time dummies, asymptotically
distributed as xz under the null hypothesis of no relationship; m2, second-order serial correlation rela-
tion in the first-difference residuals, asymptotically distributed as N(O, 1), under the null hypothesis of no
serial correlation; Hansen test of over-identifying restrictions, under the null hypothesis that all instru-
ments are uncorrelated with the disturbance process

*p <0.10, ¥#p <0.05, ***p <0.01. In parentheses, t-statistics based on robust standard errors

"The values of POLITICIAN, LIBERAL and REGIONALIST were standardized when included with the
interacted variable

results correspond with previous studies in the field of public administration, which
demonstrate that politicians of different ideologies have differing priorities when
deciding on which social expenditures to allocate the public budget (e.g., Toubeau
and Vampa 2021).

In this sense, while the first two models could be considered a robustness analysis
with respect to the results obtained in the global model, the last two models reflect
the different interests that politicians may have, and which are reflected in the type
of activity they support more intensely.

Finally, because politicians with a liberal ideology may simultaneously have
a regional identity, we question what the net effect of political directors could be
when different ideologies and identities are mixed. Thus, we construct three differ-
ent variables to identify those board members with a liberal political ideology and
a regional identity (LIBERAL_REGIONALIST), those with a liberal ideology but
no regional identity (LIBERAL_NONREGIONALIST), and those with a regional
identity but no liberal ideology (REGIONALIST_NONLIBERAL). As presented in
Table 4, the results indicate that there is a CSR-enhancing effect only in those cases
where the directors are liberal (whether or not they have a regional identity). This
suggests that ideology has a more significant influence in determining cajas’ CSR.
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Table 4 Results of estimations
of CSR dividing political
directors

@ Springer

Dependent variable CSR
POLITICIAN 0.058
(0.073)
LIBERAL_ REGIONALIST 0.073
(0.081)
LIBERAL_NONREGIONALIST 0.043
(0.068)
REGIONALIST_NONLIBERAL —0.041
(0.092)
MODERATING VARIABLES
POLITICIAN x LIBERAL_REGIONALIST' 0.137%:*
(0.063)
POLITICIAN x LIBERAL_NONREGIONALIST' 0.194%3
(0.093)
POLITICIAN x REGIONALIST_NONLIBERAL 0.051
(0.283)
CONTROL VARIABLES
BOARD_SIZE —0.055
(0.600)
EDUCATION -0.236
(0.232)
GENDER -0.029
(0.633)
SIZE 0.004
(0.095)
ROE 0.139*
(0.072)
CAR —4.735
(3.754)
GAP -0.284
(0.332)
CREDIT_ LOSSES -0.617
(8.915)
REGION_ OFFICES -0.012
(0.220)
REGION_GDP 0.725%*
(0.291)
ELECTIONS 0.036
(0.026)
Years Included
Observations 304
Number of groups 43
VIF 2.36
z1 52.04 %%
72 18.79%:#:*
m2 —-1.46
Hansen 17.84
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Table 4 (continued) CSR is the amount allocated to social work (obra social) divided by
net benefit; POLITICIAN is the proportion of directors representing
local and regional governments or who were affiliated with a politi-
cal party; LIBERAL_REGIONALIST is the proportion of politi-
cal directors linked to liberal and regionalist political parties; LIB-
ERAL_NONREGIONALIST is the proportion of political directors
linked to liberal but not regionalist political parties; REGIONAL-
IST_ NONLIBERAL is the proportion of political directors linked
to regionalist but not liberal political parties; BOARD_SIZE is the
size of the caja’s board; EDUCATION is the Blau index consider-
ing seven branches of knowledge: arts and humanities, business and
economics, engineering, health sciences, law, sciences, and social
sciences; GENDER is the proportion of women on the board; SIZE
is the total assets of the savings bank in thousand euros; ROE is the
ratio of equity divided by its net profit; CAR is the ratio of net assets
divided by its total assets (Capital Adequacy Ratio). GAP is the total
loans to clients divided by total deposits to clients; CREDIT_RISK
is the volume of losses on credit investments divided by total loans
to clients; REGION_OFFICES is the number of regions in which the
caja has offices; REGION_GDP is the GDP per capita of the region
in which the caja was constituted; ELECTIONS is a dummy varia-
ble that equals 1 in the year in which there are elections in the region
in which the caja was constituted

VIF, variance inflation factor to verify there are no multicollinearity
problems in the models; z1, Wald test of the joint significance of the
reported coefficients, asymptotically distributed as X2 under the null
hypothesis of no relationship; z2, Wald test of the joint significance
of the time dummies, asymptotically distributed as X2 under the null
hypothesis of no relationship; m2, second-order serial correlation
relation in the first-difference residuals, asymptotically distributed as
N(O, 1), under the null hypothesis of no serial correlation; Hansen
test of over-identifying restrictions, under the null hypothesis that all
instruments are uncorrelated with the disturbance process

*p<0.10, **p<0.05, ***p<0.01. In parentheses, t-statistics based
on robust standard errors

"The values of POLITICIAN, LIBERAL and REGIONALIST were
standardized when included with the interacted variable

6 Discussion and conclusions

Our study focuses on the corporate decision-making of political directors by consid-
ering the heterogeneity of their behavior on the basis of two dimensions: political
ideology and regional identity. Specifically, we explore the role of political directors
in the CSR of Spanish cajas during the period 2004-2013. To do this, we analyze
the political connections of 1578 directors, examining their personal characteristics
in terms of political ideology (through their affiliation with a liberal political party)
and regional identity (through their affiliation with a regionalist party).

Our results indicate that political directors favor the allocation of resources to
CSR, which corresponds with limited previous evidence drawn mostly from samples
of Chinese companies (Wang et al. 2018, 2021; Xu and Liu 2020; Yu and Chi 2021).
Therefore, it seems that political directors promote CSR policy in cajas to improve
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the legitimacy of the entities and their own legitimacy as political directors. On the
one hand, this legitimacy is especially important in businesses such as the financial
industry, which is perceived by society as a rent-seeking activity (Zingales 2015).
On the other hand, boosting investment in CSR allows political directors to justify
or legitimize their role as directors, defending the interests of society in its entirety.

We also found that this relationship between political directors and CSR is mod-
erated by both directors’ ideology and identity. On the one hand, when consider-
ing political directors’ ideology, we find a twofold positive effect on CSR, i.e., they
have a direct effect on CSR and an indirect effect by reinforcing the relationship
between board politicization and social projects. Our results are consistent with all
previous studies on CEOs’ (Chin et al. 2013; Di Giuli and Kostovetsky 2014; Gupta
et al. 2019; Jeong and Kim 2020) and directors’ (Di Giuli and Kostovetsky 2014)
ideology, demonstrating that liberal directors are especially likely to promote CSR.
Thus, we find evidence regarding the concern of liberal political directors on reduc-
ing inequality and promoting a fairer and egalitarian society by favoring an increase
in CSR. On the other hand, we find that regional identity acts as a booster (indi-
rect effect) for politicians on the board to support CSR, although it lacks the direct
influence that we described above for ideology. This result corresponds with those
found in the literature on hometown favoritism of political directors promoting local
corporate investments (e.g., Chen et al. 2020; Guo et al. 2021) or with studies on
the spending preferences in the public sector by politicians with regional identity in
order to consolidate/expand a regional identity to its citizens (Jacobsen 2006). The
caja’s CSR activities were mainly implemented in the region where it maintained its
financial activity and with which the political directors identified themselves. There-
fore, our results suggest that these regionalist directors promote the expansion of
spending policies (through CSR activities) in their region.

Moreover, when we analyze both personal characteristics—liberal ideology and
regional identity—of political directors, we find that the most influential effect on
CSR comes from liberal politicians, whether or not they have a regional identity.
Thus, in terms of CSR investment, the ideology of directors seems to prevail over
their regional identity.

Finally, our study explores the investment in CSR in terms of allocation to dif-
ferent projects (culture, health assistance, education, and heritage), and emphasizes
various existing differences depending on the ideology and identity of the political
directors. Thus, although both liberal and regional politicians defend cultural and
health assistance projects (the two most relevant fields of CSR investment), only
liberal political directors seem to increase the CSR focus on historical and natural
heritage projects, whereas CSR in education and research projects is only related
to political directors who display regional identity. These results support the results
of Toubeau and Vampa (2021), who find that ideology influences regional public
spending. Such evidence allows us to draw theoretical contributions and practical
implications.
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6.1 Theoretical contributions

First, this study considers political directors as a heterogeneous group and explores
the influence of directors’ ideology and regional identity as personal characteristics
that determine their decisions on CSR. Thus, our research supports arguments of the
legitimacy theory on the positive influence of politicians on CSR, which, beyond the
effect on CSR reporting (Fernandez-Gago et al. 2018; Bianchi et al. 2019; Ramén-
Llorens et al. 2019), has been studied only in the Chinese context. In addition, our
study helps to build a theoretical basis for the relationship between liberal political
ideology and CSR. Thus, we support that this liberal political ideology, traditionally
associated with a greater concern for the defense of social and economic equality, is
conveyed in their decisions as board members. Lastly, our study contributes to the
literature on the importance of regional favoritism of directors by demonstrating that
regional identity reinforces the positive effect of board politicization on CSR, as it
favors the allocation of resources in investments of a social nature.

Second, this study extends the literature on political directors and CSR to the
study of financial entities. Financial institutions are crucial for firm and industrial
expansion (Rajan and Zingales 1998; Beck and Levine 2005). In addition, by using
significant societal resources, financial entities are forced to provide information
to the community more frequently than other sectors, and their CSR activities are
scrutinized by the media, government, and academia (Wu and Shen 2013). In addi-
tion, financial entities have different features and externalities (e.g., complex finan-
cial products and services, corporate opacity, and high regulation) that differentiate
them from non-financial institutions (Heremans 2000; Levine 2004). However, no
literature exists on political directors and CSR investments in these entities. To date,
only two studies exist on this topic, and they find a negative influence of political
directors on CSR disclosure (Jahid et al. 2020; Rashid and Hossain 2021). Thus,
this study constitutes an important cornerstone in the development of a theoretical
framework for this type of entity in terms of the analysis of their CSR decisions.

Finally, previous research addressing cajas’ governance has revealed the dark
side of political directors testing a negative impact on cajas’ performance (e.g.,
Azofra and Santamaria 2004; Garcia-Meca and Sanchez-Ballesta 2014; Andres
et al. 2021). Here, our research emphasizes the bright side of political directors in
their positive influence on CSR, as the obra social of these cajas had a high impact
on the development of the regions in which they were established (e.g., financing
cultural proposals, subsidizing retirement homes, providing funding for the restora-
tion of the region’s historical heritage, etc.).

6.2 Managerial implications

Our study provides a guide to managers, investors, and policymakers with knowl-
edge about how the ideology and identity of politicians on boards may influence
their decision-making in relation to CSR. This kind of information related to politi-
cal affiliation (and also to ideology and regional identity) is not usually included
(neither recommended by codes of good governance to be included) in directors’
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profiles. However, to better understand the effect of directors on CSR, it is not only
interesting to know whether they have or previously had political affiliation, but also
which party they are affiliated with, as we have shown in this study.

Investors and managers should be especially aware of the different effects these
directors have on CSR, depending on the kind of activity they support. Thus, while
previous literature has pointed out that politicians have a predilection for invest-
ment in social action versus the environment (e.g., Xu and Liu 2020; Luo and Wang
2021), here we see that considering ideology and identity, we also find preferences
such as education in the case of regionalists (perhaps because it is a clear vehicle
for transmitting regional identity), or historical, artistic, and natural heritage in the
case of liberals. In this sense, before hiring a politician on a board, it is important to
assess whether their interests fit those of the company.

6.3 Limitations and future research

We have characterized the directors’ ideology and identity based upon their political
affiliation to a political party, but it could be interesting to extend this analysis to direc-
tors who exhibit no explicit political connections, as is conducted in the United States
where public data about donations to political parties is available.

In this study, we tested the influence of political directors on CSR. However, the
real motivations that drive political directors to increase CSR remain unclear, possi-
bly because the theoretical arguments range from their greater concern for social inter-
ests—the social view approach—to their personal motivations to reduce the possibility
of criticism from dissatisfied stakeholders—board entrenchment—or to improve their
reputation and position in the political party. It would be interesting in future research
to conduct qualitative research to elucidate this issue.

In this study, we specifically test political directors’ heterogeneity in CSR policy, yet
there is another important field of study that analyzes how other corporate decisions,
such as debt, investment, or risk taking, may be influenced.

Finally, the study of political ideology and regional identity opens the door to new
research that analyzes their influence not only in isolation but also in conjunction with
other variables. Thus, one interesting aspect would be to explore how these board
director variables interact with other personal characteristics. From a social point of
view, it is interesting to note that political ideology or regional identity could, in many
cases, become the dominant factor in decision-making over and above other factors,
such as professional experience or knowledge. In more colloquial terms, in certain cir-
cumstances (in what context?) and in certain people (what kind of people, and with
what personal and professional characteristics?) political ideology dominates individu-
als’ decision-making. These questions also apply to the role of regional identity, espe-
cially in countries such as Spain, Belgium, Canada, and the UK, where regional iden-
tity is strong in certain areas (e.g., the Basque Country, Catalonia, Flanders, Quebec,
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Scotland, Wales, etc.). Undoubtedly, the study of the influence of directors’ ideology
and identity on corporate decision-making presents numerous fascinating issues.

Appendix

See Tables 5 and 6.

Table 5 Identification of

each political party according
to its liberal ideology and
regional identity. Source: Own
elaboration and Massetti and
Schakel (2015)

Political party

Liberal

Regionalist

Partido Socialista Obrero Espafiol
Partido Popular

Izquierda Unida

Partido Nacionalista Vasco
Convergencia i Uni6

Partido Galeguista

Bloque Nacionalista Gallego
Partido andalucista

Convergencia por Extremadura

Uni6n del Pueblo Navarro

Independents pel Progrés Municipal d’Osona

Mes per Santa Eugenia

Unién del Pueblo Leonés
Coalicién Canaria

Nueva Canarias

La Fortaleza de Santa Lucia

Unio Mollera Pollencina

Unié mallorquina

Esquerra Republicana de Catalunya
Iniciativa Per Catalunya

Coalici6é Progress Municipal

Unién de Centro Democratico
Chunta Aragonesista

Euskal Herria Bildu

Partido Aragonés Demdcrata Liberal
Aralar

Eusko Alkartasuna

Partido Aragonés

Partido Regionalista de Cantabria

©C O =~ = O Rk = O Rk = 2 000~ OO0 R,k =~ O FH = 2, 000 = O =

0
0
0
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
0
1
1
1
1
1
1
1
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Table 6 Definition of variables

Variables Definition

CSR Amount allocated to social work (obra social) divided by net benefit
CSR_CULTURE Amount allocated to cultural activities divided by net benefit
CSR_HEALTH Amount allocated to health and social assistance divided by net

CSR_EDUCATION
CSR_HERITAGE

POLITICIAN

LIBERAL
REGIONALIST

LIBERAL_ REGIONALIST

LIBERAL_NONREGIONALIST

REGIONALIST_ NONLIBERAL

BOARD_SIZE

EDUCATION

GENDER

SIZE

ROE

CAR

GAP
CREDIT_RISK
REGION_OFFICES

REGION_GDP

ELECTIONS

benefit
Amount allocated to education and research divided by net benefit

Amount allocated to historical, artistic and natural heritage divided
by net benefit

Proportion of directors representing local and regional governments
or who were affiliated with a political party

Proportion of political directors linked to liberal political parties
Proportion of political directors linked to regionalist political parties

Proportion of political directors linked to liberal and regionalist
political parties

Proportion of political directors linked to liberal but not regionalist
political parties

Proportion of political directors linked to regionalist but not liberal
political parties

Size of the caja’s board of directors (in logarithm in explanatory
analyses)

Blau index (1 — Z(Pi)z) considering seven branches of knowledge:
arts and humanities, business and economics, engineering, health
sciences, law, sciences, and social sciences

Proportion of women on the board of directors

Total assets of the savings bank in million euros (in logarithm in
explanatory analyses)

Return on Equity. Ratio of equity divided by its net profit

Capital Adequacy Ratio. Ratio of net assets divided by its total assets

Total loans to clients divided by total deposits to clients

Losses on credit investments divided by total loans to clients

Number of regions in which the caja has offices (in logarithm in
explanatory analyses)

GDP per capita of the region in which the caja was constituted (in
logarithm in explanatory analyses)

Dummy variable that takes a value of “1” in the year in which there

are elections in the region in which the caja was constituted, and
“0” otherwise
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