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ABSTRACT 

Acharya, Keshab, Three essays on CEO activism, strategic choices and firm 

performance. Doctor of Philosophy (Ph. D.), August, 2020, 287 pp., 27 tables, 5 figures, 

references, 570 titles. 

There is a longstanding societal expectation that business leaders refrain from involving 

in social and political issues and primarily focus on managing their firms. In recent years, 

however, there is a growing trend of CEOs taking a stance on controversial sociopolitical issues 

that are not directly related to their company’s core business. This dissertation consists of three 

essays focusing on this phenomenon of CEO activism.  

In my first essay, given that CEO activism represents a nascent phenomenon, I explore 

the conceptualization of CEO activism. Additionally, I propose three main motives behind CEO 

activism: intrinsic, instrumental, and stakeholder-focused. In my second essay, I shift my focus 

from the antecedents to the consequences of CEO activism. In particular, this essay examines 

whether CEO activism enhances firm performance and how investors may react to incidents of 

CEO activism. Having addressed the antecedents and consequences of CEO activism in the first 

two essays, the third essay focuses on the relationship between CEO activism and non-market 

strategies. Specifically, I examine the impact of CEO activism on corporate social responsibility 

(CSR) and corporate political activity (CPA). 

I empirically test my predictions using data drawn from U.S.-based publicly traded S&P 

500 between 2008-2017. The findings provide mixed support for my predictions. The first essay 
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shows that several organizational (firm reputation and firm political engagement), managerial 

(CEO celebrity status and CEO power), and industry level (intensity of consumer activism) 

variables are positively related to CEO activism. Consistent with agency theory predictions, 

empirical findings of the second essay indicate that CEO activism engenders a significant 

negative stock market reaction. The findings suggest that investors and consumers are two 

prominent stakeholders with conflicting reactions to incidents of CEO activism. Consumers 

support the stance taken by conservative leaning activist-CEOs rather than liberal leaning 

activist-CEOs as reflected in the firm’s quarterly sales growth. Finally, the third essay 

demonstrates that liberal leaning CEO activism, compared to conservative leaning CEO 

activism, is positively related to CSR. Overall, the findings of this dissertation contribute to the 

on-going research on corporate governance.  
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CHAPTER I 

INTRODUCTION 

“Jeff Bezos says Donald Trump's behavior 'erodes democracy’” 

-Jeffrey Bezos, CEO, Amazon.com Inc. (The Guardian Newspaper, October 20, 2016) 

 

“AT&T CEO passionately defends Black Lives Matter” 

-Randall Stephenson, CEO, AT&T Inc. (www.cnet.com, September 30, 2016)  

 

1.1 The Rise of Activist-CEOs in Corporate America 

There is a longstanding implicit societal expectation that business leaders refrain from 

involving in sociopolitical issues and primarily focus on managing their firms (Griffith, 1999; 

Hamori & Kakarika, 2009). As the most visible and high-profile leaders of their firms, chief 

executive officers (CEOs) are traditionally cautious not to engage in widely contested 

sociopolitical issues for fear of alienating some of their firms’ stakeholders. Indeed, the 

misalignment between CEOs’ and stakeholders’ opinions on these “hot button” sociopolitical 

issues may result in a considerable backlash in the form of withdrawal of support from 

stakeholders (Burks & Krupka, 2012). Given these challenges, the conventional wisdom has 

remained that corporate leaders stay within the established “boundary limits” of their business 

(Hambrick & Wowak, 2019: 8).  

In recent years, however, CEOs have been increasingly weighing in on controversial 

sociopolitical issues (Noguchi, 2018). Although this trend-what I refer to as CEO activism in this 

dissertation-has been on the rise for a few years now, it has gotten lots of media attention in 

http://www.cnet.com/
https://www.nytimes.com/2017/08/19/business/moral-voice-ceos.html?module=inline
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recent years. Indeed, hardly a week goes by without media accounts of a CEO publicly 

commenting or taking a stand on in various controversial public policy issues (Gelles, 2017; 

Chatterji & Toffel, 2018a). What makes this trend significant is that these CEOs are taking a 

stance on various political and socio-cultural issues such as climate change, income inequality, 

same-sex marriage, gender equality, immigration, and racial discrimination that are not directly 

related to their company’s core business (Weber Shandwick/KRC Research, 2016; Chatterji & 

Toffel, 2015; 2018a).  

Consider recent examples of this phenomenon. Defending the “Black Lives Matter” 

social movement, AT&T CEO Randall Stephenson remarked that “our communities are being 

destroyed by racial tension and we are too polite to talk about it” (CNET, 2016). He further 

maintained that “we should not say ‘all lives matter’ to justify ignoring the real need for change" 

(CNET, 2016). In another incident, CEOs of several prominent companies including American 

Airlines, Southwest Airlines, AT&T, and Texas Instruments reacted strongly to the “Bathroom” 

Bill-a state legislative proposal-which would have forced transgender individuals to use the 

bathroom that corresponds with their biological gender instead of their self-identified gender 

identity (The Atlantic, 2017). In their letter to legislators, these CEOs showed their strong 

support for diversity and inclusion and urged legislators to drop this bill (The Atlantic, 2017). 

More recently, a number corporate leaders condemned the Trump administration for separating 

migrant children from their families at the US boarder (The New York Times, 2018). YouTube 

CEO Susan Wojcicki tweeted that regardless of the politics, it's heartbreaking to see what's 

happening to families at the border, and she added a link to a story listing nonprofit organizations 

that help immigrant families. As a show of solidarity, some CEOs have also offered ways to help 

immigrants including monetary donations (CNN Business, 2018).  

http://www.nytimes.com/by/david-gelles
https://www.nytimes.com/2018/06/19/us/politics/trump-immigration-children-separated-families.html?module=inline
https://www.nytimes.com/2018/06/19/us/politics/trump-immigration-children-separated-families.html?module=inline
https://twitter.com/SusanWojcicki/status/1009078194769661953
https://twitter.com/SusanWojcicki/status/1009078194769661953
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While some of these activist-CEOs make public comments supporting or opposing 

controversial societal issues, other CEOs go beyond words and announce specific initiatives. For 

example, after the fatal shooting of Michael Brown, an 18- year-old African American teenager 

by a police officer in August 2014, waves of protests rocked the streets of Ferguson, Missouri 

(The New York Times, 2014). Starbucks responded to these events by launching a campaign 

called ‘Race Together’ in partnership with USA Today (Veera, Puckett, & Murshed, 2016). The 

main idea of the campaign was to encourage customers and employees to discuss race while they 

waited for their coffee (Morrison, 2015). Although social media conversations about Starbucks 

instantly increased nearly threefold, they were mostly negative or highly critical of the campaign 

(Morrison, 2015). Another example of such initiatives is the decision by Dick's Sporting Goods 

executives to no longer sells the type of semiautomatic rifle used in recent mass shootings and to 

no longer sell any firearms to customers younger than twenty-one (National Public Radio, 2019). 

Ed Stack- the CEO of the company took this decision few months after the parkland shooting 

(National Public Radio, 2019). 

Despite these recent incidents of CEO activism, there is still a considerable debate as to 

whether CEOs should weigh in on controversial societal issues (Korschun et al., 2017). Some of 

the recent research illustrate this fact. For example, in a survey of 3,544 individuals across U.S., 

Larcker and colleagues (2018) found that 65 percent of respondents believe that CEOs of large 

companies should use their position and influence to advocate for social, environmental or 

political issues, while 35 percent do not. These results are further illustrated in figure 1.1 below. 

According to their findings, CEOs’ public stance on controversial issues change consumers’ 

purchasing behavior depending on their agreement with the CEO’s position on these issues.  
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A 2018 online survey of 1,006 U.S. adults by Weber Shandwick/KRC Research found 

that 38% of the respondents have a favorable opinion on CEO activism, a rate which is 

significantly higher than in 2017 (31%). While fewer respondents (25%) have a less favorable 

opinion on CEO activism, the largest proportion of the respondents (37%) don’t support the CEO 

position, saying either it doesn’t matter to them (25%) or they don’t know (12%). The survey 

also found that 39% of respondents believe CEOs have a responsibility to speak up on important 

social issues while 42% disagreed. When they were asked whether they expect CEO activism 

will grow in next few years, 46% of respondents think there will be an increase in the number of 

CEO activists, compared to just 13% who expect there will be fewer. This finding is further 

illustrated in figure 1.2 below.  

 

Figure 1. 1: Survey of U.S. Adults on CEO Activism 

(Source: Rock Center for Corporate Governance at Stanford University, based on a survey of 

3,544 individuals) 
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Figure 1. 2: Attitudinal Shifts among Americans Pertaining to CEO Activism 

(Source: Weber Shandwick/ KRC Research, 2018)  

 

1.2 Stakeholders’ Response to CEO Activism 

Although, as mentioned earlier, research suggests that a sizable segment of consumers 

have favorable opinion on CEO activism (Weber Shandwick/KRC Research, 2018) and their 

opinion is based on their agreement with CEOs’ viewpoint ( Larcker et al., 2018), the prevailing 

view on this issue suggests that corporations are better off abstaining from taking a stand on 

controversial sociopolitical issues (Korschun et al., 2017). Some scholars argue that CEOs 

should not use their position to promote their personal ideology and beliefs by taking a public 

stand on controversial sociopolitical issues because doing so will alienate some stakeholders 

(Sprout Social, 2017; Nalick, Josefy, Zardozi, & Bierman, 2016) and adversely affect firm 

performance (Larcker et al., 2018; Gelles, 2017). This is particularly true given the current 

divisive social and political climate (Pew Research Center, 2017). Speaking up on controversial 

More
46%

Not sure
14%

About the same as 
now
27%

Fewer
13%
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sociopolitical issues thus can backfire and create considerable uncertainty for businesses (Gelles, 

2017).  

Despite the risks of CEO activism, there is a growing expectation from diverse set of 

stakeholders (e.g. customers, employees) that CEOs should publicly engage in sociopolitical 

debates (Edelman, 2018). Such demand from stakeholders is making it increasingly difficult for 

CEOs to remain “neutral” in these sociopolitical debates. Some stakeholders may interpret 

CEOs’ silence on such issues as the firm’s tacit endorsement of some of these controversial 

issues (Park & Berger, 2004; Dodd & Supa, 2015). Furthermore, although CEOs statements (e.g. 

racial discrimination, gay marriage, health care reform, and election and politics) are directed at 

general public, employees are also responding to these statements and it is affecting their morale 

and company culture (Noguchi, 2018). Some employees are demanding to know where their 

executives stand on various controversial sociopolitical issues (Noguchi, 2018). It is thus not 

obvious whether a CEO’s engagement in sociopolitical is advantageous for the firm.  

1.3 Statement of the Problem 

As illustrated in the examples above, CEO activism is a recent phenomenon, which 

involves corporate leaders speaking out on sociopolitical issues that were once considered the 

exclusive domain of politicians and advocacy groups, and are not directly related to the core of 

their business (Burbano, 2018; Chatterji & Toffel, 2015; Chatterji & Toffel, 2017). However, 

companies have been active participants in US political process, and there is a long history of 

U.S. business leaders taking part on important societal issues that range from capital punishment 

to civil rights (Sethi, 1982; Korschun et al., 2017; Chatterji & Toffel, 2017). In particular, the 

political and social changes that occurred in late 1960s and early 1970s are often attributed to the 

rise of corporate political advocacy (Sethi, 1977; Gaither, Austin, & Collins, 2018). A 1975 



7 

 

survey conducted by Association of National advertisers of 114 large corporations found that 

about 30 to 35% of corporate advertising was related to the issues such as environmentalism, 

energy concerns, and explanations of the capitalistic system (Sethi, 1979). Based on an analysis 

of large number of corporate institutional advertising campaigns between 1975 and 1977, Sethi 

(1979) found that approximately 30 to 40% of corporate institutional advertising was devoted to 

controversial social issues dealing with national public policy debate. In general, corporations 

routinely engage in lobbying and political donations in an effort to take advantage by shaping 

public policies (Korschun et al., 2017; Chatterji & Toffel, 2018a). 

Yet, the way corporations engage in social and political changes has changed 

dramatically in recent years. CEO activism reflects this dramatic change, as it is distinct from 

conventional lobbying strategies that are often occurred behind the ‘closed doors’ (Wettstein & 

Baur, 2016: 200). Conventional lobbying channels are generally nonpublic, leaving consumers 

unaware of the process of their involvement (Korschun et al., 2017). However, activist-CEOs are 

taking stance not only audibly and visibly but also with increasing frequency and intensity on 

divisive, and emotionally-charged issues (Iivonen, 2018; Nalick et al., 2016). 

In this dissertation, I argue that CEO activism is distinct from traditional non-market 

strategies (Chatterji & Toffel, 2017; Nalick, Josefy, Zardkoohi, & Bierman, 2016). Non-market 

strategies are firm’s “concerted pattern of actions to improve its performance by managing the 

institutional or societal context of economic competition (Mellahi, Frynas, Sun, & Siegel, 2016: 

144)” that are often reflected in its corporate social responsibilities (CSR) and corporate political 

activities (CPA) (Baron, 1995; Lux, Crook, & Woehr, 2011). Specifically, CSR refers to 

corporate actions that appear to advance some social good that allows a firm to enhance 

organizational performance, regardless of motive (McWilliams & Siegel, 2001; McWilliams, 
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Siegel, & Wright, 2006; Mellahi et al., 2016). CPA refers to corporate attempts to manage 

political institutions and/or influence political actors in ways favorable to the firm (Hillman et 

al., 2004; Lux et al., 2011; Mellahi et al., 2016). Overall, firms engage in non-market strategies 

to influence public policies (Hillman et al., 2004; Lux et al., 2011; Mellahi et al., 2016; Chatterji 

& Toffel, 2017) thereby insulating themselves from increased market risk (Ozer, 2010). Thus, 

the management literature has generally assumed economic motivations behind the firm’s 

involvement in non-market issues (Hillman, Keim, & Schuler, 2004; McWilliams & Siegel, 

2001; Nalick, Josefy, Zardkoohi, & Bierman, 2016). However, scholars have been analyzing 

CEO activism either as CSR or as CPA (Baur & Wettstein, 2016; Wettstein & Baur, 2016; 

Nalick, Josefy, Zardkoohi, & Bierman, 2016; Iivonen, 2018). Moreover, the majority of 

scholarly work has been in the political science and marketing literatures, and therefore has 

focused on the ways that people use ‘political consumerism’ (Levi & Linton, 2003; Micheletti, 

2003) as a form of political participation (Stolle, Hooghe, & Michelet, 2005; Korschun et al., 

2017). These literatures suggest that political consumers boycott a particular product or service 

because they want to bring about a change in institutional or market practices (Stolle, Hooghe, & 

Michelet, 2005). However, as addressed in political science and marketing literatures, the 

concern of political consumers has mostly focused on supporting environmentally friendly 

products and production processes, labeling schemes of organic food, and employee safety 

(Stolle, Hooghe, & Michelet, 2005). Nevertheless, these scholarly works address neither the 

antecedents nor the consequences of CEO activism at the firm level. While these approaches 

inarguably increase our understanding of this new and emerging phenomenon, I argue that it is 

more insightful to adopt a broader perspective in examining the antecedents and consequences of 

CEO activism.  
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1.4 Purpose of the Dissertation 

The primary purpose of this dissertation is understanding the antecedents and 

consequences of CEO activism. The first essay explores the conceptualization and antecedents of 

CEO activism. Specifically, I focus on three main motives behind CEO activism: intrinsic 

(concerned with moral principles, and value-driven in nature), instrumental (driven by CEOs’ 

desire to redefine their traditional role), and stakeholder-centered (concerned with addressing 

stakeholders’ expectations and pressures). Furthermore, I explore the influence of various 

organizational (firm reputation, firm corporate social performance, and firm political 

engagement), managerial (CEO celebrity status, CEO power, CEO political engagement, and 

CEO gender), and industry level (level of industry regulation and stakeholder activism) 

antecedents of CEO activism. The second essay examines whether CEO activism enhances firm 

performance. The impact of CEO activism on stock market reaction also is examined. Further, I 

explore the adoption of sustainable business models as an intermediary mechanism between 

CEO activism and firm performance. Beyond understanding the direct and indirect effect of CEO 

activism on firm performance, I also examine the boundary conditions that either facilitate or 

hinder this relationship. Specifically, I consider the intensity of consumer activism, industry 

dynamism and prior CSR performance as important boundary conditions in the relationship 

between CEO activism and firm performance. The third essay focuses on the impact of CEO 

activism on non-market strategies. In general, non-market strategies include corporate social 

responsibility initiatives and corporate political activities. Accordingly, I seek to explore whether 

and to what extent activist-CEOs and their non-activist counter parts differ in their engagement 

in corporate political activity and corporate social responsibility.  

 The three essays in this dissertation addresses the following three research questions:  
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1) What is CEO activism? What are its conceptual dimensions? How does it differ from 

other adjacent constructs?  

2) What are the managerial, organizational and industry level antecedents of CEO activism? 

3) Does CEO activism impact firm performance? If so, why? 

4) What are the moderating and mediating mechanisms that facilitate or hinder the 

relationship between CEO activism and firm performance? 

5) Is CEO activism associated with firms’ non-market strategies (CSR and CPA)? 

1.5 Contributions of the Dissertation 

1.5.1 Contributions to Research 

This dissertation contributes to the corporate governance and strategic leadership 

literatures in several ways. First, I introduce CEO activism as a distinct executive behavior with 

the capacity to influence a range of strategic actions. Despite the increasing prevalence of CEO 

activism and its considerable potential (Burbano, 2018; Wettstein & Baur, 2016), we know little 

about its strategic implications. While there is a robust literature on the intersection between 

politics and consumerism (Thompson, 2014; Neilson, 2010), our understanding of how CEO 

activism might affect firm performance is limited (Korschun et al., 2017; Chatterji & Toffel, 

2018b). Scholars have only recently begun to examine the impact of corporate activism on firm 

stakeholders. For instance, Chatterji and Toffel’s (2017) examine the impact of activism on 

sustainability transitions. Dodd and Supa (2014) explore the impact of corporate social advocacy 

on consumers’ purchase intention. However, both of these papers employed experimental survey 

design and only examined the impact of limited incidents of CEO activism. Overall, researchers 

only recently have begun to examine the impact of CEO activism and much less attention has 

been paid to its antecedents. Drawing on upper echelon, stakeholder, and social identity theories, 
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Hambrick and Wowak (2019) proposed a stakeholder alignment model of CEO activism. The 

authors argue that CEO activism is primarily driven by CEO’s personal values and beliefs, but 

degree of this activism depends partly on how social actors view CEOs’ role as activists. Their 

study, however, remains at a conceptual level and they primarily focus on executive level 

antecedents. I extend their work by empirically examining managerial, organizational, and 

industry-level predictors that give rise to CEO activism. To the best of my knowledge, the first 

essay is the first empirical attempt to explore the various antecedents of CEO activism.  

The second and third essays are among the initial attempts to empirically examine the 

impact of CEO activism on firm performance, investor reaction and non-market strategies. 

Second, I argue that CEO activism is conceptually distinct from non-market strategies (e.g. 

lobbying) commonly studied in the literature and therefore warrant additional theorizing and 

investigation (Nalick, Josefy, Zardkoohi, & Bierman, 2016). Research has shown that corporate 

social responsibility and corporate political activity receive support from wide range of 

stakeholders and are closely related to the firm’s operational activities (Reinecke & Ansari, 

2016; Scherer, Rasche, Palazzo, & Spicer, 2016; Nalick, Josefy, Zardkoohi, & Bierman, 2016). 

In contrast, CEO activism seems to generate at least some negative reactions from the firm’s 

stakeholders. Accordingly, although CEO activism might contain some elements of non-market 

strategy, theories developed and used to explain either CSR or CPA appear insufficient to fully 

explain CEO activism (Nalick, Josefy, Zardkoohi, & Bierman, 2016).  

Third, the leadership literature shows that moral leaders demonstrate a concern for others, 

concern for consequences, and also have a tendency to judge their own behavior (De Hoogh & 

Den Hartog, 2008). They can be seen as fair and principled decision-makers who care about 

people and the broader society, and who behave ethically in their personal and professional lives 
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(Brown & Trevino, 2006). On the other hand, activist-CEOs have increasingly been engaging in 

public debate on broader societal issues. It seems that they make intuitive comments rather than 

rational comments in such issues. The moral psychology literature (e.g. Haidt, 2001, 2007) has 

been heavily influenced by the rationalistic approach that view ethical decision-making process 

as a conscious deliberation and analysis (Zhong, 2011). This body of literature has not yet 

explored on intuitive nature of moral judgement (Zhong, 2011). Although some of the attributes 

of CEO activism resemble those of moral leadership, I propose CEO activism is a distinct 

executive behavior demonstrating how it differs from moral leadership. Finally, this research is 

also be a response to recent calls in the literature for exploring how private sector influences 

public policies, and how such policies affect strategic move of private sector (Lyon et al., 2018; 

Chatterji & Toffel, 2018b).  

1.5.2 Contributions to Practice 

In addition to the contributing to research, the findings of my dissertation also contribute 

to managerial practice. First, CEO activism also reflects the blurring of the boundaries between 

business and society (de Bakker et al., 2013; Iivonen, 2018). CEO activism challenges the 

traditional notion regarding the direction of the interactions of a business with different societal 

actors (Iivonen, 2018). Although this phenomenon started rising from US, it is highly likely that 

it will develop as a global force (Chatterji & Toffel, 2018a). As some of the issues such as 

climate change, social justice and income inequality may be equally important to every country 

around the globe, stakeholders from these countries may benefit from the knowing the drivers 

and consequences of CEO activism. Second, CEO activism can have important implications to 

firms’ shareholders. As activist-CEOs might not always serve the interest of shareholders by 

engaging in hotly debated issues, such engagement raises concerns regarding the possible 
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negative reactions from shareholders. By clarifying the relationships between the perceptions 

surrounding CEO activism and its consequences, shareholders may be able to manage their 

investment with much more precision, and in ways that maximize the value of their investment. 

Finally, by exploring the empirical link between CEO activism and firm strategic choices (CSR 

and CPA), my dissertation sheds some light on whether executive level activism translates into 

specific firm level actions. It is thus important- for corporate boards to better understand both 

what triggers CEOs to speak up, what potential strategic consequences their words and actions 

may have for their firms, and firms’ stakeholders. 

1.6 Definition of Key Terms 

1. CEO Activism: CEO activism is defined as CEOs’ public stance on the issues that are 

“not directly related to the core of their business” (Chatterji & Toffel, 2015: 1). I conceptualize 

CEO activism both as verbal and action-oriented activism in this dissertation. CEO verbal 

activism refers to CEO public opinions on publicly debated political, social, environmental and 

economic issues. CEOs who engage in verbal activism generally utilize newspapers, televisions, 

and social media platforms such as twitter, Facebook, and YouTube to express their opinions on 

controversial public policy issues. Similarly, CEO action-oriented activism reflects CEOs’ active 

personal engagement in different sociopolitical issues such as local community-based activities, 

social issue-oriented engagement and political engagement (Billings, Geronimo Terkla, & Reid, 

2009; Cha et al., 2018). 

2. Corporate Political Activity: Corporate political activity (CPA) is defined as 

“corporate attempts to shape government policy in ways favorable to the firm” (Hillman, Keim, 

& Schuler, 2004: 838). In other words, it is a component of firm non-market strategy that 

captures the policies, processes and practices used by a firm to manage its institutional or societal 
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context of economic competition (Boddewyn, 2003; Lux, Crook, & Woehr, 2011; Den Hond, 

Rehbein, de Bakker, & Lankveld, 2014). I operationalize firm political engagement in terms of 

firm level political donations (Cooper, Gulen, & Ovtchinnikov, 2010). Firm level political 

donation includes all campaign contributions to federal candidates, parties, political action 

committees (including super PACs), federal 527 organizations, and Carey committees (Centre 

for Responsive Politics, 2018).  

3. CEO Political Engagement: CEO political engagement is the “manifestations of 

underlying values” of a CEO (Chin, Hambrick, & Trevino, 2013: 203). CEO political 

engagement is thus determined by CEO’s political ideology. Ideology can be defined as one’s 

beliefs and attitude toward various aspects of society ranging from politics to religion (Jost, 

2006; Majid, 2017). I operationalize CEO political engagement in terms of CEO total political 

donation, which includes donations to party, political action committees (PACs), and candidates. 

4. CEO Power: Power is defined as the “capacity of individual actors to exert their will” 

(Finkelstein, 1992: 506). Finkelstein (1992) proposed following four categories of executives’ 

power: structural, ownership, expert, and prestige power. In this study, I use CEO duality to 

capture a CEO’s structural power (Finkelstein, 1992). Similarly, I measure ownership power as 

the percentage of a firm’s share owned by the CEO (Finkelstein, 1992). I operationalize expert 

power in terms of CEO tenure, as prior research suggests that CEOs’ power increases with their 

tenure (Finkelstein & D’Aveni, 1994; Lewis, Walls, & Dowell, 2014). 

5. CEO Celebrity Status: CEO celebrity status is defined as “the extent to which a CEO 

elicits positive emotional responses from a broad public audience” (Lovelace, Bundy, Hambrick, 

& Pollock, 2018: 421). CEO celebrity status “arises when journalists broadcast the attribution 

that a firm’s positive performance has been caused by its CEO’s actions” (Hayward, Rindova, & 
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Pollock, 2004: 639). CEO celebrity status is measured in terms of prestigious awards received by 

CEOs.  

6. Corporate Social Responsibility: Corporate Social Responsibility (CSR) can be 

defined as “context-specific organizational actions and policies that take into account 

stakeholders’ expectations and the triple bottom line of economic, social, and environmental 

performance” (Aguinis, 2011: 855). Some examples of CSR actions include going beyond legal 

requirements in adopting progressive human resource management programs, developing non-

animal testing procedures, recycling, reducing pollution, supporting local businesses, and 

embodying products with social attributes or characteristics (McWilliams & Siegel, 2001).  

1.7 Organization of the Dissertation 

My dissertation proceeds as follows. Chapter 2 presents the first essay, in which I 

propose a theoretical model to explain antecedents of CEO activism. I first conceptualize CEO 

activism and discuss how it differs from other similar constructs. I then develop a set of 

hypotheses between CEO activism and various organizational, managerial, and industry level 

predictors. Next, I present the corresponding methodology and results of statistical analyses. I 

conclude the first essay with a discussion of the scholarly and practical implications of the study. 

In Chapter 3 (second essay), I shift my focus from the antecedents to the consequences of 

CEO activism. In this essay, I explore the impact of CEO activism on firm performance and 

stock market reaction. I present the theory, hypotheses, methodology and results of my empirical 

study on the performance implications of CEO activism. I conclude chapter 3 (second essay) 

with a discussion of the scholarly and practical implications of the study. Chapter 4 contains the 

third essay. This empirical study is a logical extension of the second essay, with a focus on the 

impact of CEO activism on non-market strategies. In particular, I examine the impact of CEO 
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activism on firm level corporate social responsibility and corporate political activity. In this 

chapter, I first provide an overview of CEOs’ engagement in non-market strategies. Similar to 

previous chapters, I present the theory, hypotheses, methodology and results of my empirical 

study on the strategic implications of CEO activism. Finally, I conclude this chapter with a 

discussion of the scholarly and practical implications of the study’s findings. 
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CHAPTER II 

ESSAY I: CONCEPTUALIZATION & ANTECEDENTS OF CEO ACTIVISM 

2.1 Introduction 

The first part of this essay focuses on the conceptualization of CEO activism. As the 

concept of CEO activism is very nascent, and not very well defined and conceptualized, I 

provide a working definition, and propose three main motives behind this phenomenon of CEO 

activism. In addition, I compare CEO activism with other similar constructs, namely, shareholder 

activism, CEO/organizational ideology, authentic leadership, ethical leadership, and servant 

leadership. The second part of the essay addresses the various drivers (antecedents) of CEO 

activism. In this section, I address the question: what are the managerial, organizational and 

industry level antecedents of CEO activism? Drawing insights from the corporate governance 

literature, I propose a theoretical model and corresponding hypotheses on these antecedents.  

The phenomenon of CEO activism challenges the well-established societal expectation 

that businesses exclusively focus on maximizing shareholder value (Chatterji & Toffel, 2018a). 

Activist-CEOs are likely to be guided by perceived long term benefits to society by engaging in 

social and political issues (Center for Public Relations/ Chief Executive Magazine, 2019). These 

CEOs seem to make morality an explicit part of their leadership agenda by communicating ethics 

and values in their message (Brown & Trevino, 2006). Some argue, by becoming activist-CEOs, 

they are putting their special effort in integrating a concern for other stakeholders in their 

policies and decisions (Carroll, 2015). This approach is a significant departure from the 
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traditional role of business that primarily focus on maximizing return on investment to 

shareholders (Gaither, Austin, & Collins, 2018: 181). Accordingly, the purpose of this essay is 

twofold. First, I provide a working definition of CEO activism and juxtapose it against other 

similar concepts. Furthermore, I discuss three primary motivations that may drive CEO activism. 

The first is intrinsic motive which is primarily concerned with CEOs’ moral values and 

principles. Second is an instrumental motive, which involves CEOs’ desire to redefine their 

sphere of influence and expand their roles beyond their duties as business executives to include 

public participation in broader societal issues. The third motive relates to a stakeholder-focused 

perspective, which is concerned with addressing the pressures and demands of internal and 

external stakeholders. The second purpose of this essay is to examine the antecedents of CEO 

activism. In particular, I explore the influence of organizational (firm reputation, firm corporate 

social performance, and firm political engagement), managerial (CEO celebrity status, CEO 

power, CEO political engagement, and CEO gender), and industry level (level of industry 

regulation and intensity of consumer activism) predictors of CEO activism. 

2.2 What is CEO Activism? 

2.2.1 Definition of CEO Activism 

I define CEO activism as CEOs’ publicly expressed opinions and their action oriented 

personal engagement on sociopolitical issues. This definition has two key conceptual 

dimensions: CEO verbal activism (i.e. reflected in their public opinion) and CEO action-oriented 

activism (i.e. reflected in their active personal engagement). I assume that both CEO verbal 

activism and CEO action-oriented activism are the manifestations of CEOs’ personal beliefs and 

values. Specifically, CEO verbal activism refers to CEO public opinions on publicly debated 

political, social, environmental and economic issues. CEOs who engage in verbal activism 
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generally utilize newspapers, televisions, and social media platforms such as twitter, Facebook, 

and YouTube to express their opinions on controversial public policy issues. Similarly, CEO 

action-oriented activism reflects CEOs’ active personal engagement in different sociopolitical 

issues such as local community-based activities, social issue-oriented engagement and political 

engagement (Billings, Geronimo Terkla, & Reid, 2009; Cha et al., 2018). My definition of CEO 

activism is an extension of previous definitions provided by Chatterji and Toffel (2015), and 

Hambrick and Wowak (2019). In particular, Chatterji and Toffel (2015) define CEO activism as 

CEOs’ public stance on the issues that are “not directly related to the core of their business” 

(Chatterji & Toffel, 2015: 1). More recently, Hambrick and Wowak (2019) define CEO activism 

as “a business leader’s personal and public expression of a stance on some matter of current 

social or political debate, with the primary aims of visibly weighing in on the issue and 

influencing opinions in the espoused direction” (Hambrick & Wowak, 2019: 4). Both of these 

definitions primarily focused on CEO verbal activism. In addition to this verbal activism, I 

incorporate CEO action-oriented activism in my definition.   

2.3 CEO Activism and other Similar Constructs 

In this dissertation, I propose CEO activism as a distinct executive behavior that differs 

from other similar constructs commonly studied in the literature. In doing so, I compare CEO 

activism with shareholder activism, CEO/organizational ideology, authentic leadership, ethical 

leadership, and servant leadership. In the following section, I extensively review these constructs 

and compare them with CEO activism. 

2.3.1 Shareholder Activism 

Shareholder activism encompasses various actions undertaken by individuals or group of 

shareholders to influence organizational control structure (Smith, 1996), and social responsibility 
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practices (David et al., 2007). Shareholder activists are often viewed as investors who are 

dissatisfied with some aspect of a company’s management or operations, and thus try to bring 

about change within the company (Gillan & Starks, 2007). In the past, shareholder activists 

primarily targeted corporate governance and firm financial performance (Davis & Thompson, 

1994; Dimitrov & Jain, 2011). However, more recently, they began to prioritize social, 

environmental, and political issues (Goranova & Ryan, 2014). Shareholder activism can thus be 

categorized into two types based on the intentions of activists: corporate-reform activism and 

social activism. Corporate reform activism mainly focuses on the improvement of a firm 

performance (Davis & Thompson, 1994; Dimitrov & Jain, 2011) or governance issues such as 

executive pay (Cai & Walkling, 2011), boards of directors (Ertimur, Ferri, & Stubben, 2010), 

and shareholder rights (Bizjak & Marquette, 1998). On the other hand, social activism 

encompasses solving social and environmental issues such as climate change (Reid & Toffel, 

2009) and diversity (David et al., 2007). This phenomenon of shareholder activism has been 

described by utilizing several theoretical frameworks. Nevertheless, agency theory has been most 

widely used as a primary theoretical lens (Del Guercio & Hawkins, 1999). Other widely used 

theories include stakeholder theory (Stevens, Steensma, Harrison, & Cochran, 2005), portfolio 

theory (Admati et al., 1994), network theory (Rao & Sivakumar, 1999), and social movement 

theory (Reid & Toffel, 2009). 

Past empirical research has focused primarily on firm-level antecedents (Gillan & Starks, 

2000; Ertimur, Ferri, & Muslu, 2011), thus treating firm traits as the central driving force of 

shareholder activism (Goranova & Ryan, 2014). The most consistently tested firm level drivers 

of shareholder activism are firm size and firm performance (Gillan & Starks, 2000; Ertimur, 

Ferri, & Muslu, 2011). For instance, Karpoff et al. (1996) found that firms attracting governance 
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proposals have poor prior performance, as measured by the market-to-book ratio, operating 

return, and sales growth. Klein and Zur (2009) showed that profitability and cash holdings are 

positively and debt is negatively related to hedge fund activism. However, scholars also argue 

that activist level antecedents such as superior salience of shareholders, and environmental level 

antecedents such as technological changes are also important in explaining the shareholder 

activism (Goranova & Ryan, 2014).  

Scholars have also examined the consequences of shareholder activism on a wide range 

of organizational outcomes. For example, Del Guercio and Hawkins (1999) found that 

shareholder activism resulted in higher turnover and governance changes in targeted firms. Rao 

and Sivakumar (1999) found that shareholder resolutions are positively related to establishment 

of investor relations offices. Based on a survey of senior financial executives, Stevens et al. 

(2005) found that financial executives are more likely to integrate their company's ethics code 

into their strategic decision processes if they perceive pressure from market stakeholders to do 

so. In addition to influencing firm performance, shareholder activism also affects firms’ 

environmental policies (Reid & Toffel, 2009), corporate social performance (David, Bloom, & 

Hillman, 2007), and executives’ compensation (Ertimur, Ferri, & Muslu, 2010). For instance, 

David et al. (2007) found that shareholder proposal activism reduces corporate social 

performance. However, their evidence suggests that managers are more likely to settle proposals 

filed by 'salient' shareholders having more power, legitimacy, and urgency. Studies related to 

shareholder activism are summarized in table 2.1 below. 

There are number of differences between CEO activism and shareholder activism as can 

be seen in table 2.6. While shareholder activism occurs due to the shareholders’ dissatisfaction 

with some aspects of a company’s management or operations (Gillan & Starks, 2007), CEO 
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activism arises due to the deep concern of a CEO towards broader societal issues that are not 

directly related to company’s management or operations. Activist shareholders undertake various 

actions to bring about change on issues such as firm’s corporate governance practices, firm 

financial performance, and CSR. On the other hand, activist-CEOs want to influence public 

policy debates on broader sociopolitical issues. In addition, CEOs activism has a wider scope of 

influence in that activist-CEOs influence both external (i.e. consumers and general public) and 

internal stakeholders (i.e. employees and investors). These two constructs also differ in terms of 

mode of engagement. As such, activist shareholders put direct and indirect pressure to 

management through resolutions, and proposals (e.g., governance proposals, pension fund 

proposals, “vote no” campaigns). Activist-CEOs, however, mostly utilize public forums and 

social media outlets to express their views and opinions. 
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Table 2. 1: Summary of Research on Shareholder Activism 

Authors 
Measure of 

Activism 
Discipline IV Moderators Mediators DV 

Theory 

Used 
Sample  Key Findings 

Gordon & 

Pound, 

1993 

Governanc

e proposals 
Finance 

Governance 

proposals 
    

Governanc

e and 

performanc

e records of 

target firms 

  

Largest 

1,500 

companies 

(1989 to 

June 30, 

1990) 

Outcomes vary 

significantly as a function 

of ownership by insiders, 

institutions, outside block 

holders, ESOPs, and 

outside directors who are 

block holder. 

Admati et 

al., 1994 
  

Political 

science/ec

onomics 

Large 

shareholder 

activism 

    

Risk 

sharing, 

and 

financial 

market 

equilibrium 

Portfolio 

theory 
  

Passive shareholders 

benefit from the large 

investor's monitoring 

activities, but they do not 

incur the costs associated 

with monitoring. 

Karpoff et 

al., 1996 

Governanc

e proposals 

Finance/E

conomics 

Market-to-

book ratio, 

operating 

return, and 

sales growth 

    
Governanc

e proposals 
  

317 

companies 

listed in 

NYSE and 

NASDAQ 

(1987-1990) 

Firms attracting 

governance proposals have 

poor prior performance, as 

measured by the market-to-

book ratio, operating 

return, and sales growth.  

Smith, 1996 

California 

Public 

Employees' 

Retirement 

System 

("CalPERS

") 

Managem

ent 
CalPERS     

Adoption 

of 

practices, 

and market 

reaction 

  

Comprehens

ive set of 

activism 

targets of 

CalPERS 

from 1987 

to 1993 

Positive market reactions 

to adoption and for firms 

that settle with CalPERS; 

negative for firms that do 

not. 

Del 

Guercio & 

Hawkins, 

1999 

Pension 

fund 

proposals 

Finance/E

conomics 

Pension fund 

proposals 
    

 Higher 

turnover, 

governance 

changes, 

market 

reaction, 

and long-

term effect 

Agency 

theory 

Shareholder 

proposals of 

the largest, 

most active 

funds from 

1987 

through 

1993 

Pension fund proposals 

result higher turnover and 

governance changes for 

targeted firms. It is also 

positively related to 

subsequent market for 

corporate control.  
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Rao & 

Sivakumar, 

1999 

Shareholde

r 

resolutions 

Managem

ent 

Shareholder 

resolutions 
    

Establishm

ent of 

investor 

relations 

offices 

  

 

Fortune 500 

group of 

industrial 

organization

s from 1984 

to 1995 

Shareholder resolutions are 

positively related to 

establishment of investor 

relations offices. 

Gillan & 

Starks, 

2000 

Governanc

e 

proposals 

Finance/E

conomics 

Governance 

proposal 

(individual 

and 

institutional) 

    
Market 

reaction 
  

2042 

shareholder 

proposals 

submitted at 

452 

companies 

from 1987 

to 1994 

(S&P 500) 

There is no significant 

market reaction to 

institutional activism, but a 

positive to individual 

activism. Higher 

shareholder approval for 

institutional sponsors and 

underperforming firms. 

David, Hitt, 

& Gimeno, 

2001 

Institutiona

l activism 

Managem

ent 

Institutional 

activism 

Nature of 

the 

activism 

and the 

strategic 

context of 

the R&D  

R&D 

inputs 

R&D input, 

and output 

Basic 

financial 

theory 

Drawn from 

the 100 

largest 

industrial 

corporations 

listed in the 

Compact 

Disclosure 

database in 

1986 (from 

1987 to 

1993) 

Institutional activism 

increased R&D inputs over 

both the short and long 

terms. The nature of the 

activism and the strategic 

context of the R&D 

investment moderated the 

relationship. Further, R&D 

inputs mediated the effect 

of activism on R&D 

outputs. 

Stevens, 

Steensma, 

Harrison, & 

Cochran, 

2005 

Pressure 

from 

shareholde

rs 

Managem

ent 

Pressure from 

shareholders 

Promote 

positive 

external 

image 

  

Executives' 

use of 

ethics 

codes in 

decision 

making 

Theory of 

planned 

behavior 

and theory 

of 

stakeholde

r 

managem

ent 

Telephone 

interview 

responses 

from senior 

financial 

officers 

(Mixed 

sample 

fortune 1000 

and others) 

Senior Financial 

executives are more likely 

to integrate the company’s 

ethics code into their 

decision-making process if 

they perceive pressure 

from shareholders. 
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Reid & 

Toffel, 

2009 

Environme

ntal 

proposals 

(sharehold

er 

resolutions 

and 

regulatory 

threats) 

Managem

ent 

Environmenta

l proposal 

Environme

ntally 

sensitive 

industry 

  
Adoption 

of practices  

Social 

movement 

theory 

S&P 500 

from 2006 

to 2007 

Shareholder actions and 

regulatory threats are likely 

to prime firms to adopt 

practices consistent with 

the aims of a broader social 

movement. 

Ertimur, 

Ferri, & 

Muslu, 

2011 

“Vote no” 

campaigns, 

proposals 

Finance 

CEO pay, 

firm size, and 

board, firm 

performance, 

and 

entrenchment 

index 

    

“Vote no” 

campaigns, 

proposals 

  

S&P 500 

firms, 134 

vote-no 

campaigns 

and 1,198 

shareholder 

proposals 

related to 

executive 

pay between 

1997 and 

2007 

CEO pay, firm size, and 

board 

independence are 

positively related to 

activism, while firm 

performance and 

entrenchment index are 

negatively related to 

activism. 

Ertimur, 

Ferri, & 

Oesch, 

2013 

 “Say on 

pay” votes 

Accountin

g 

 Performance 

and CEO pay 
    

 “Say on 

pay” votes 
  

1,275 S&P 

1500 firms 

with annual 

meetings 

between 

January and 

November 

2011  

Recommendations are the 

key determinant of voting 

outcome but the sensitivity 

of shareholder votes to 

these recommendations 

varies with the institutional 

ownership structure, the 

rationale behind the 

recommendation and 

certain firm characteristics, 

suggesting that at least 

some shareholders do not 

blindly follow these 

recommendations. 
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2.3.2 CEO/Organizational Ideology 

Political ideology can be defined as “interrelated set of moral and political attitudes that 

possesses cognitive, affective, and motivational components” (Jost, 2006: 653). In other words, it 

is a ‘tendency to prefer certain states of affairs over others’ (Hofstede, 1980: 19). There is a 

robust literature on ideology in the field of political psychology (Jost, Federico, & Napier, 2009; 

Feldman & Johnston, 2014) and sociology (Hagan & Leon, 1977; Saunders, 2012). More 

recently, strategy literature has also been addressing the issue of executive political ideology. 

Emerging body of this research suggests that CEO political ideology is an important predictor of 

the choice and amount of firm-level lobbying activities (Unsal, Hassan, & Zirek, 2016). Scholars 

suggest that endorsing political actions on behalf of the firm's interests is cited as the primary 

motivation in firm-level lobbying activities (Unsal et al., 2016). 

In general, researchers measure CEOs’ values and their political ideologies using long-

term patterns of personal political donations. CEO ideology has been measured in terms of 

conservative political orientation or liberal political orientation. For example, Hutton, Jiang and 

Kumar (2014) found that firms with republican CEOs exhibit more conservative corporate 

policies in the form of lower leverage ratios, lower capital and R&D expenditures, less risky 

investment, higher dividend payouts, and greater profitability. Christensen, Dhaliwal, Boivie, 

and Graffin (2015) found that firms led by conservative leaning executives engage in less tax 

avoidance than firms led by liberal leaning executives. Francis, Hasan, Sun, and Wu (2016) 

demonstrated that Republican CEOs are associated with higher level of corporate tax sheltering 

even when wealth of these CEOs is not tied with that of shareholders and when corporate 

governance is weak. Elnahas and Kim (2017) found that republican CEOs are less likely to 

engage in M&A activities and tend to avoid high information asymmetry acquisitions. 
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Researchers also examine the effect of CEO political ideology on non-market strategies. 

For instance, based on a sample of 249 CEOs, Chin, Hambrick, and Trevino (2013) found that 

the political ideologies of CEOs are manifested in their firms’ CSR profiles. In particular, 

compared to conservative CEOs, liberal CEOs exhibit greater advances in CSR. The influence of 

CEOs’ political liberalism on CSR is amplified when they have more power. CEO ideology can 

also trigger employee activism within an organization. Unsal, Hassan, and Zirek (2016) showed 

that republican CEOs engage more in lobbying and that political orientation affects the 

association between lobbying and firm performance. CEO ideology can also affect likelihood of 

activism within an organization. Briscoe et al. (2014) found that CEOs’ ideologies influence 

activism more strongly when CEOs are more powerful, when they oversee more conservative 

(i.e., less liberal) workplaces, and when the social movement is in the early phase of 

development.  

In pluralistic societies, various ideologies tend to cluster among members of certain 

groups (Beyer, 1981; Gupta et al., 2017). Organizations in such societies often have distinct 

ideological inclinations (Gupta et al., 2017). Recently, researchers started to examine the effect 

of organizational political ideology on organizational outcomes. Based on employees’ donations 

to the two major political parties in the United States, Gupta et al. (2017) found that liberal-

leaning companies engage in more CSR than conservative-leaning companies; and even more so 

when other firms in the industry have weaker CSR records, when the company relies heavily on 

human resources, and when the company’s CEO has a long organizational tenure. Studies related 

to CEO/organizational ideology are summarized in table 2.2 below. 

Overall, there are number of similarities and differences between CEO ideology and CEO 

activism as can be seen in table 2.6. CEO ideology refers to beliefs and attitude of a CEO 
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towards various sociopolitical issues (Jost, 2006; Majid, 2017). CEO activism, however, goes 

beyond the mere beliefs of a CEO on such issues. As such, activist-CEOs publicly express their 

beliefs and opinions, and tend to influence public policy debates. Both CEO activism and CEO 

ideology are the reflections of CEO demographic characteristics, personality, beliefs, and values 

(Chin et al., 2013; Maak, Pless, & Voegtlin, 2016). In addition to these factors, CEO activism 

also arises due to CEOs’ desire to redefine their traditional role and their concerns for 

stakeholders’ demands. While ideologically oriented CEOs attempt to endorse political actions 

on behalf of the firm's interests (Unsal et al., 2016), activist-CEOs try to influence public policies 

debates and also influence stakeholders’ perception on broader sociopolitical issues. CEOs with 

certain ideological orientation often engage in lobbying and give donations to political parties 

and their candidates. Activist-CEOs, however, mostly utilize public forums and social media 

outlets (e.g. Twitter, Facebook, YouTube, newspaper/TV interviews) to express their beliefs and 

opinions. They also personally engage in different sociopolitical issues such as local community-

based activities and social issue-oriented activities (Billings, Geronimo Terkla, & Reid, 2009; 

Cha et al., 2018). 
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Table 2. 2: Summary of Research on CEO/Organizational Ideology 

Authors 
Measure of 

ideology 
Discipline IV Moderators DV 

Theory 

Used 
Sample  Key Findings 

Chin et 

al., 2013 

CEOs' 

personal 

donations 

Managem

ent 

CEO 

ideology 

CEO power 

relative to 

the board, 

recent 

financial 

performanc

e 

CSR 

Upper 

echelons 

theory 

Total of 249 CEOs 

drawn from S&P’s 

1500 firms who 

were appointed 

between 2004 and 

2006 

Compared with conservative CEOs, liberal 

CEOs exhibit greater advances in CSR; the 

influence of CEOs’ political liberalism on 

CSR is amplified when they have more 

power; and liberal CEOs’ CSR initiatives 

are less contingent on recent performance 

than are those of conservative CEOs. 

Briscoe 

et al., 

2014 

CEOs' 

personal 

donations 

Managem

ent 

CEO 

liberalis

m 

CEO 

power, 

workplace 

conservatis

m, and 

social 

movement’

s expansion 

Employ

ee 

activism 

Social 

movement 

/stakehold

er 

theory 

Formation of LGBT 

employee activist 

groups in major U.S. 

corporations during 

the period 1985–

2004 

Political liberalism of CEOs influences the 

likelihood of activism. CEOs’ ideologies 

influence activism more strongly when 

CEOs are more powerful, when they 

oversee more conservative (i.e., less 

liberal) workplaces, and when the social 

movement is in the early phase of 

development. 

Hutton, 

Jiang, & 

Kumar, 

2014 

CEOs' 

personal 

donations 

Finance 

CEO 

Political 

Orientati

on 

 

Leverag

e ratios, 

capital 

and 

R&D 

expendi

tures, 

and 

dividen

d 

payouts 

Literature 

on 

political 

science 

and 

psycholog

y  

Executives data 

taken from 

ExecuComp during 

1991 to 2008. 

Firms with Republican CEOs prefer more 

conservative corporate policies such as 

lower leverage ratios, lower capital and 

R&D expenditures, less risky investment, 

and higher dividend payouts. 

Christen

sen, 

Dhaliwa

l, 

Boivie, 

& 

Executives’ 

political 

contribution

s 

Managem

ent 

Manager

s’ 

personal 

political 

orientatio

n 

 

Tax 

avoidan

ce 

Upper 

echelons 

theory 

Executives listed on 

the 

ExecuComp 

database for the 

years 1992–2008 

covering 1,879 firms 

Firms led by conservative leaning 

executives engage in less tax avoidance 

than firms led by liberal leaning 

executives. Executives’ political 

orientation influences top management 

team composition and CEO succession. 
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Graffin, 

2015 

Francis, 

Hasan, 

Sun, & 

Wu, 

2016 

CEOs' 

personal 

donations 

Finance 

CEO 

political 

preferenc

e 

 

Corpora

te tax 

shelteri

ng 

Upper 

echelons 

theory 

1468 CEOs drawn 

from S&P 1500 

firms during 1992 to 

2010. 

Republican CEOs are associated with 

higher level of corporate tax sheltering 

even when wealth of these CEOs is not 

tied with that of shareholders and when 

corporate governance is weak. 

Chin & 

Semade

ni, 2017 

CEOs' 

personal 

donations 

Managem

ent 

CEO 

political 

liberalis

m 

Compensat

ion 

Committee 

liberalism 

Pay 

egalitari

anism 

within 

the 

TMT 

Upper 

echelons 

theory 

176 CEO from S&P 

500 firms appointed 

between 2007 and 

2010 

CEO liberalism is positively associated 

with the horizontal pay equality within the 

TMT. This association is greater when 

compensation committee is more liberal. 

Elnahas 

& Kim, 

2017 

Political 

donation 
Finance 

CEO 

conservat

ism 

Choice of 

deal 

characterist

ics/long-

run firm 

valuation 

Mergers 

and 

acquisiti

ons 

decision

s 

  

1,007 firms from 

S&P 1500 index 

between 1993 and 

2006 

Republican CEOs are less likely to engage 

in M&A activities. Conditional on the 

merger, CEO political ideology appears to 

have a significantly impact on long-run 

firm valuation but not on short-run firm 

valuation 

Gupta et 

al., 2017 

Employees' 

political 

donations 

Managem

ent 

Organiza

tional 

Political 

Ideology 

Industry, 

human 

capital 

intensity, 

and CEO 

Tenure 

CSR 

Attraction

-selection-

attrition 

(A-S-A) 

model/Up

per 

echelons 

Fortune 500 firms 

between 2002 and 

2008 

Organizational ideology predicts advances 

in CSR. This effect appears stronger when 

CSR is rare in the firm’s industry, when 

firms are high in human capital intensity, 

and when the CEO has had long 

organizational tenure. 

Gupta et 

al., 2018 

CEOs' 

personal 

donations 

Managem

ent 

CEO 

ideology 

CEO 

equity-

based pay, 

and CEO 

equity 

ownership 

Resourc

e 

allocati

on/Firm 

perform

ance 

Upper 

echelons 

theory 

U.S. Fortune 500 

corporations over 

the period 

2000-2012 

Liberal CEOs will favor evenhandedness, 

while conservatives will tolerate greater 

disparities. 
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2.3.3 Authentic Leadership 

Authentic leaders have been defined as “those individuals who are deeply aware of how 

they think and behave and are perceived by others as being aware of their own and others’ 

values/moral perspective, knowledge, and strengths; aware of the context in which they operate; 

and who are confident, hopeful, optimistic, resilient, and high on moral character” (Avolio et al., 

2004: 4). Authentic leaders behave in a manner consistent with their personal values, motives, 

and sentiments (Walumbwa et al. 2008; Hirst et al., 2016). 

Authentic leadership comprises of four dimensions as proposed by Avolio and his 

colleagues (e.g., Avolio et al., 2004; Gardner et al., 2005; Walumbwa et al., 2008). These 

dimensions include balanced processing, internalized moral perspective, relational transparency, 

and self-awareness. Balanced processing refers to seeking diverse viewpoint, listening to those 

who disagree, and objectively analyzing all relevant information before making any decisions 

(Peus et al., 2012; Mehmood, Hamstra, Nawab, & Vriend, 2016; Valsania et al., 2016). Self-

awareness refers to a process of reaching a deeper understanding of how one derives and makes 

sense of the world and realizing of one’s strengths and weaknesses (Gardner et al., 2005; Peus et 

al., 2012; Lyubovnikova et al., 2017). Relational transparency involves maintaining relations 

with collaborators based on sincerity and making personal disclosures by openly sharing 

information and expressing one’s true thoughts and feelings in interpersonal interactions 

(Gardner et al. 2005; Lyubovnikova et al., 2017; Peus et al., 2012; Walumbwa et al. 2008; 

Valsania et al., 2016). Internalized moral perspective entails that leaders’ actions are guided by 

internal moral standards and values even if those actions are against the interest of certain 

groups, organization or society (Peus et al., 2012; Mehmood et al., 2016). 
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Authentic leadership has been linked to a number of positive outcomes such as employee 

satisfaction and work role performance. For example, Leroy et al. (2015) found that authentic 

leadership is positively related to the followers’ basic need satisfaction, which, in turn, positively 

affects follower work role performance. Leroy et al. (2012) concluded that the authentic 

leadership behavior is an antecedent to perceptions of leader behavioral integrity, which 

consequently affects follower affective organizational commitment and follower work role 

performance.  

In addition to work role performance, authentic leadership has found to have significant 

impact on extra role performance. Hannah et al. (2011) found that authentic leadership is 

positively related to followers’ displays of moral courage. Peus et al. (2012) reveal leader self-

knowledge and self-consistency as antecedents, and followers’ satisfaction with supervisor, 

organizational commitment, and extra-effort as well as perceived team effectiveness as outcomes 

of authentic leadership. Based on a trickle-down model of authentic leadership, Hirst et al. 

(2016) found that authentic leadership at the department level flows down to the organizational 

hierarchy and promotes team and individual-level supervisor-directed helping behavior.  

Authentic leaders are respected and trusted among their followers (Avolio et al., 2004). 

As authentic leaders are less concerned with protecting their personal ego or their status, they 

facilitate follower autonomous motivation, encourage diverse viewpoints and build networks of 

collaborative relationships with followers (Avolio et al., 2004; Leroy et al., 2015). For example, 

Weischer et al. (2013) found that leader's enactment-that is, a leader's physical actions and a 

combination of leader enactment and life storytelling impact followers' perceptions of the 

leader's authenticity. The authors also found that perceived leader authenticity positively 
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influence followers' trust in the leader and followers’ positive emotions. Studies related to 

authentic leadership are summarized in table 2.3 below. 

Overall, there are number of similarities and differences between CEO activism and 

authentic leadership as can be seen in table 2.6. Similar to activist-CEOs, authentic CEOs are 

driven by self-awareness and internalized moral values (Avolio et al., 2004; Gardner et al., 

2005). However, unlike activist-CEOs, authentic CEOs do not necessarily seek to influence 

external stakeholders. While activist-CEOs are interested in influencing both internal and 

external stakeholders through public policy debate, authentic CEOs are more interested in 

building networks of collaborative relationships with employees by encouraging diverse 

viewpoints (Avolio et al., 2004; Leroy, Anseel, Gardner, & Sels, 2015). Authentic CEOs behave 

consistently with their personal beliefs and values (Avolio et al., 2004, Walumbwa et al., 2008; 

Hirst et al., 2016). Although activist-CEOs may also act in accordance to their values and 

ideologies, they are equally concerned with addressing concerns of external stakeholders. While 

authentic leaders engage in two-way communication with their followers to express their views 

and ideas, activist-CEOs express their opinions in public forums and social media.  
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Table 2. 3: Summary of Research on Authentic Leadership  

Authors Discipline IV Moderators Mediators DV Theory Used Sample Key arguments / Findings 

Shamir & 

Eilam, 2005 
Management       

Self-knowledge, self-concept 

clarity, and person-role merger 

are derived from leaders’ life-

story. The life-story provides 

followers with a major source 

of information on which to base 

their judgments about the 

leader’s authenticity. 

Hannah, 

Avolio, & 

Walumbwa, 

2011 

Management 

 

 Authentic 

leadership 

 

Follower 

moral 

courage 

Follower 

ethical 

behavior, 

and follower 

pro-social 

behavior 

Social 

cognitive 

theory 

164 soldiers 

attending a 

training 

program at a 

major U.S. 

Army school 

in the United 

States 

Authentic leadership is 

positively related to followers’ 

displays of moral courage. 

Further, followers’ moral 

courage fully mediates the 

effects of authentic leadership 

on followers’ ethical and pro-

social behaviors. 

Leroy, 

Palanski, & 

Simons, 

2012 

Management 

Authentic 

leadership 

(group 

level) 

 

Behavioral 

integrity, 

and 

affective 

organizatio

nal 

commitmen

t 

(individual 

level) 

Work place 

performance  
 

A survey of 

49 teams in a 

service 

industry 

Authentic leadership is related 

to follower affective 

organizational commitment, 

fully mediated through leader 

behavioral integrity. Authentic 

leadership and leader 

behavioral integrity are related 

to follower work role 

performance, fully mediated 

through follower affective 

organizational commitment. 

Peus, 

Wesche, 

Streicher, 

Braun, & 

Frey, 2012 

Management 

Self-

knowledge

, and self-

consistenc

y 

 

Authentic 

leadership, 

and 

perceived 

predictabilit

y of the 

leader 

Satisfaction 

with 

supervisor, 

affective 

commitment, 

and extra-

effort 

 

Two sources 

of data: 306 

individuals 

from business 

organizations 

and 105 

individuals 

Leader self-knowledge and 

self-consistency are antecedents 

of authentic leadership. The 

relations between authentic 

leadership and followers’ work-

related attitudes as well as 

perceived team effectiveness 



35 

 

from research 

organizations 

are mediated by perceived 

predictability of the leader, a 

particular facet of trust. 

Weischer, 

Weibler, & 

Petersen, 

2013 

Management 

Leader 

value 

enactment 

and story-

telling 

  

Followers' 

perceptions 

of the 

leader's 

authenticity 

 

Two studies: 

study 1 with 

105 

participants 

and study 2 

with 334 

participants 

Leader enactment positively 

influences followers’ 

perceptions of authentic 

leadership (i.e., authenticity). 

Life storytelling influences 

followers’ perceptions of 

authentic leadership when 

leader enactment is strong.  

Leroy, 

Anseel, 

Gardner, & 

Sels, 2015 

Management 

Authentic 

leadership 

(group 

level), 

authentic 

followersh

ip 

(individual 

level) 

Authentic 

leadership 

(group 

level) 

Basic need 

satisfaction  

Work role 

performance 

(proficiency, 

adaptivity, 

and 

proactivity) 

Self-

Determinati

on Theory 

A survey 

study among 

30 leaders and 

252 followers 

in 25 Belgian 

service 

companies 

Follower basic need 

satisfaction was shown to 

mediate the relationship of 

authentic leadership and 

authentic followership with 

follower work role 

performance. Basic need 

satisfaction mediates the 

interaction of authentic 

leadership and authentic 

followership on follower work 

role performance. 

Hirst, 

Walumbwa, 

Aryee, 

Butarbutar, 

& Chen, 

2016 

Management 

Departmen

t authentic 

leadership 

 

Team 

authentic 

leadership, 

leader 

member 

exchange, 

intra-team 

trust, and 

self -

concordanc

e 

Helping 

behavior, 

and 

supervisor 

helping 

behavior 

Social 

learning 

theory 

Multi-level 

and multi-

source data 

collected from 

a total of 487 

employees 

comprising 

122 teams, 47 

departments, 

and 4 different 

working areas 

of a major 

public sector 

organization 

in Taiwan 

Team leaders’ authentic 

leadership mediates the 

relationship between 

departmental authentic 

leadership and individual level 

leader–member exchange 

(LMX). Intra-team trust 

completely mediates the 

influence of team authentic 

leadership on both team helping 

behavior and individual-level 

supervisor-directed helping 

behavior.  
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Mehmood, 

Hamstra, 

Nawab, & 

Vriend, 2016 

Management 
Authentic 

leadership 
 

Followers’ 

learning 

goal 

orientation 

Followers’ 

in-role and 

extra-role 

performance 

 

A multilevel, 

multisource, 

time lagged 

study, 

conducted in 

telecommunic

ations 

companies in 

Pakistan, 

among 115 

supervisors 

and 345 

employees 

Authentic leadership predicts 

followers’ learning goal 

orientation (goal to develop and 

improve), which, in turn, 

predicts followers’ in-role and 

(civic virtue) extra-role 

performance.  

Valsania, 

Moriano, & 

Molero, 2016 

Management/ 

Entrepreneursh

ip  

Authentic 

leadership 
 

Organizatio

nal 

identificatio

n, and 

organizatio

nal 

empowerm

ent 

Employees’ 

intrapreneuri

al behaviors 

 

Correlational 

study 

conducted 

among 212 

employees of 

Spanish 

companies 

Employees’ organizational 

identification and 

organizational empowerment 

both mediate the relationship 

between authentic leadership 

and employees’ intrapreneurial 

behaviors. 

Lyubovnikov

a, Legood, 

Turner, & 

Mamakouka, 

2017 

 

Management  
Authentic 

leadership 
 

Team 

reflexivity 

Team 

productivity, 

and team 

effectiveness 

Self-

regulation 

theory 

Survey of 53 

teams in three 

organizations 

in the United 

Kingdom and 

Greece 

The self-regulatory behaviors 

inherent in the process of 

authentic leadership served to 

collectively shape team 

behavior, manifesting in the 

process of team reflexivity, 

which, in turn, positively 

predicted team performance. 
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2.3.4 Ethical Leadership 

Ethical leadership can be defined as “the demonstration of normatively appropriate 

conduct through personal actions and interpersonal relationships, and the promotion of such 

conduct to followers through two-way communication, reinforcement, and decision-making” 

(Brown, Trevino, & Harrison, 2005: 120). Ethical leaders do not compromise their integrity in 

their decision-making process, act fairly and promote ethical conduct within the organization 

(Den Hartog & Belschak, 2012; Demirtas & Akdogan, 2015). Specifically, they want to be seen 

as a ‘moral person’ by demonstrating moral characteristics and traits in their behavior as a role 

model (Brown et al., 2005; Bavik, Tang, Shao, & Lam, 2018: 2). In addition to being a moral 

person, they also want to be a moral manager by actively promoting moral principles through 

two-way communication with their followers, and creating a system of rewards, and punishments 

(Brown et al., 2005; Bavik, Tang, Shao, & Lam, 2018: 2; Lemoine, Hartnell, & Leroy, 2019). 

Deontologically oriented leaders- who want to be “right”- are more likely to be seen as ethical 

rather than utilitarian leaders- who want to be “good” (Letwin et al., 2016).  

Ethical leadership theory primarily draws on Bandura’s (1977) social learning theory, 

which posits that followers look to role models for behavioral cues and guidance (Hoch et al., 

2018; Moore et al., 2019). Highly ethical leader sets an example of ethical behavior, and thus it 

is harder for employees to engage in morally inappropriate behavior (Moore et al., 2019). On the 

other hand, however, employees are more likely to morally disengage if their leader has low-

ethical standards.  

Ethical leadership has been shown to predict various firm level outcomes such as 

employee organizational commitment and organizational citizenship behavior. For instance, 

Stouten et al. (2013) showed that ethical leadership results in decreased deviant behavior and 
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increased organizational citizenship behavior among employees. Den Hartog and Belschak 

(2012) also found that ethical leadership is positively related to follower personal initiative, and 

negatively related to follower counterproductive work behavior. Other scholars have also 

investigated how leaders influence employees’ unethical behavior. For instance, Moore et al. 

(2019) showed that ethical leadership decreases employees’ propensity to morally disengage, 

which in turn, affects employees’ unethical decisions and deviant behavior.   

The impact of ethical leadership on organizational outcomes are dependent on several 

contextual factors such as the national culture (Kolthoff et al., 2010). Kuntz et al. (2013), for 

example, showed that social culture affects ethical climate and ethical leadership. Ethical 

leadership not only influences immediate followers within a unit but also other organizational 

members indirectly across the firm’s hierarchy (Schaubroeck et al., 2012). Schaubroeck et al. 

(2012) found that such influences on ethical cognitions and behaviors of lower-level followers 

occur through the cascading of ethical culture from the top of the organization’s hierarchy. In 

another multilevel study, Chen and Hou (2016) showed that ethical leadership influences 

employee creativity through its relationship with voice behavior. Researchers have highlighted 

different mediating mechanisms in the relationship between ethical leadership and employees’ 

outcomes. For instance, Bavik et al. (2018) found that controlled motivation and moral identity 

serve as mediating mechanisms in the relationship between ethical leadership and employee 

knowledge sharing. Huang and Paterson (2017) demonstrated that ethical leadership is positively 

associated with group ethical voice, which in turn, improves the firm’s ethical performance.  

Ethical leadership has been shown to have impact on employee commitment and turnover 

intention. For instance, Demirtas and Akdogan (2015) found that ethical leadership helps shape 

perceptions of ethical climate, which in turn, results greater affective organizational commitment 
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and less turnover intention. More recently, scholars have begun to investigate the antecedents of 

ethical leadership. For example, Harvey, Harris, Kacmar, Buckless, and Pescosolido (2014) 

found that leaders’ political skill increases employees’ perceptions of ethical leadership. Such 

perceptions improve commitment and reduce stress levels among employees. Studies related to 

ethical leadership are summarized in table 2.4 below. 

There are number of similarities and differences between CEO activism and ethical 

leadership as shown in table 2.6. Both activist-CEOs and ethical CEOs strongly believe in moral 

principles. They demonstrate normatively appropriate behavior in their personal initiatives 

(Brown et al., 2005). Ethical CEOs promote moral principles and create system of rewards and 

punishment only within their organization (Den Hartog & Belschak, 2012; Demirtas & Akdogan, 

2015; Brown et al., 2005; Bavik et al., 2018; Lemoine et al., 2019). They do so through a two-

way communication with their followers. Activist-CEOs, on the other hand, try to influence 

public policy that have long term impact broadly at the societal level. Additionally, activist-

CEOs are more likely to express their opinions in public forums and social media outlets.  
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Table 2. 4: Summary of Research on Ethical Leadership 

Authors Discipline IV Moderators Mediators DV 

Theory 

Used 

 

 

Sample Key arguments / Findings 

Zhu, May, 

& Avolio, 

2004 Management 

Ethical 

leadership 

behavior 

Authenticit

y of ethical 

leadership 

behavior 

Psycholog

ical 

empower

ment 

Organizatio

nal 

commitment

, and trust in 

leaders   

 

 

 

 

 

Employees’ psychological 

empowerment mediates the 

relationship between leaders’ 

ethical behaviors and employees’ 

organizational commitment and 

trust in leaders. Authenticity 

moderates the relationship 

between leaders’ ethical 

behaviors and employee 

outcomes.  

Brown, 

Trevino, & 

Harrison, 

2005 Management 

Ethical 

leadership

, and 

idealized 

influence   

Supervisor 

effectiveness 

Social 

learning 

theory 

Two studies: 

study 1 is based 

on survey among 

154 MBA 

students, and 

study 2 is based 

on 127 employees 

from a large, 

multi-location, 

financial services 

firm in the US 

Ethical leadership is related to 

consideration behavior, honesty, 

trust in the leader, interactional 

fairness, socialized charismatic 

leadership, and abusive 

supervision, but is not subsumed 

by any of these. Ethical 

leadership predicts outcomes such 

as perceived effectiveness of 

leaders, followers’ job 

satisfaction and dedication, and 

their willingness to report 

problems to management. 

Kolthoff, 

Erakovich, 

& 

Lasthuizen, 

2010 

 Public policy 

Ethical 

Leadershi

p 

Specific 

moral 

cultures  

Law-

breaking  

150 managers/ 

supervisors, 

including 31 from 

Serbia, 25 from 

Montenegro, 27 

from the USA and 

67 from The 

Netherlands 

The effect of ethical leadership on 

illegal behaviors such as bribery 

and conflicts of interest (COIs) is 

strongest in countries with 

cultures highest in moral concern 

for laws and rules, but weakest in 

countries with stronger cultures of 

independence and benevolence. 
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Bhal & 

Dadhich, 

2011 Management 

Ethical 

Leadershi

p 

Consequen

ces of 

ethical 

actions  

Whistle-

blowing  

81 students from 

different 

postgraduate 

programs of a top 

engineering 

institute in India  

Ethical leadership’s impact on 

whistle-blowing is most powerful 

when followers focus on rule-

following, but least powerful 

when followers focus on the 

consequences of their actions. 

Den Hartog 

& 

Belschak, 

2012 Management 

Ethical 

leadership 

Leader 

Machiavell

ianism 

Work 

engageme

nt  

Personal 

initiative, 

and 

counterprod

uctive 

behavior  

Two studies: 167 

supervisor 

employees 

dyads in study 1 

and 200 employee 

supervisor dyads 

in study 2 

Ethical leadership was 

significantly related to both 

employee initiative and 

counterproductive work behavior 

and that these relationships were 

mediated by work engagement.  

Schaubroec

k et al., 

2012 Management 

Ethical 

leadership  

Ethical 

culture 

Ethical and 

unethical 

cognitions 

and 

behaviors  

2,572 U.S. army 

soldiers 

representing three 

organizational 

levels deployed in 

combat in Iraq in 

May 2009 

The influences of ethical 

leadership occur not only directly, 

among immediate followers 

within a unit, but also indirectly, 

across hierarchical levels, through 

the cascading of ethical culture 

and senior leaders' influences on 

subordinate leader behavior. 

Kuntz, 

Kuntz, 

Elenkov, & 

Nabirukhin

a, 2013 

Management Demograp

hic 

variables, 

occupatio

nal 

variables, 

ethical 

climate, 

and 

ethical 

leadership 

Country/Na

tional 

culture 

Scenario 

characteri

zation 

(legal 

issue 

identificat

ion, 

ethical 

issue 

identificat

ion, and 

ethical 

dilemma 

recognitio

n) 

Stakeholder 

identificatio

n, intra-

organization

al variables, 

and extra-

organization

al variables 

 

150 Russian 

residents and 159 

New Zealand 

residents 

Social culture (i.e. working in 

New Zealand or working in 

Russia) affects the employees’ 

experience of ethical climate and 

ethical leadership in their 

organizations. Ethical leadership 

helps individuals identify 

potential legal issues, but does not 

predict their ability to recognize 

nonlegal but ethical dilemmas and 

their ramifications. 
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Stouten, 

van Dijke, 

Mayer, De 

Cremer, & 

Euwema, 

2013 Management 

Ethical 

leadership  

Followers' 

perception

s of moral 

reproach OCB 

Social 

learning 

theory 

Two studies: 

study 1 includes 

280 individuals 

from a variety of 

different 

organizations in 

Belgium, and 

study 2 includes 

410 employees 

from a variety of 

occupations in the 

Netherlands 

There is a curvilinear relationship 

between ethical leadership and 

OCB. At lower levels, ethical 

leadership promotes OCB. 

However, at high levels, ethical 

leadership leads to a decrease in 

these behaviors.  

Harvey, 

Harris, 

Kacmar, 

Buckless, 

& 

Pescosolid

o, 2014 Management 

Leader 

political 

skill 

Leader 

deviance  

Employees’ 

perceptions 

of ethical 

leadership  

Two studies: 109 

mid-level 

managers of a 

U.S. shipping 

company in study 

1, and 152 

employees of a 

U.S. state 

government 

agency in study 2 

Study 1 indicated a positive 

relationship between LPS and 

ethical leadership perceptions, 

resulting in improved 

commitment and reduced stress 

levels among employees. Study 2 

indicated that politically skilled 

leaders who engaged in deviant 

behaviors were perceived to be 

more ethical than deviant leaders 

with low political skill. Study 2 

also suggested that LPS was 

negatively associated with 

employee deviance. 

Demirtas & 

Akdogan, 

2015 Management 

Ethical 

leadership  

Ethical 

climate 

Affective 

commitment

, turnover 

intention  

447 participants 

working in 

aviation 

maintenance 

centers 

Ethical leadership has both direct 

and indirect effect on affective 

commitment and turnover 

intention. The indirect effect of 

ethical leadership involves 

shaping perceptions of ethical 

climate, which in turn, engenders 

greater affective organizational 

commitment and less turnover 

intention. 
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Chen & 

Hou, 2016 Management 

Ethical 

leadership 

Climate for 

innovation 

Voice 

behavior Creativity  

Social 

learning 

theory 

Three-phase 

multilevel data 

from 291 

employees and 58 

workgroups from 

R&D institutions 

in Taiwan 

There is a positive relationship 

between employee perceptions of 

ethical leadership and employees' 

voice behavior. Voice behavior is 

positively related to individual 

creativity. The indirect effect of 

ethical leadership on individual 

creativity (via voice behavior) is 

stronger when the employee 

works in a more innovative 

climate. 

Letwin, 

Wo, 

Folger, 

Rice, 

Taylor, 

Richard, & 

Taylor, 

2016 Management 

Deontolog

y, and 

utilitariani

sm  

Manager 

perception

s of 

ethical 

leadership

, and 

subordinat

e 

perception

s of 

ethical 

leadership 

Performance

, 

Promotabilit

y 

Social 

learning 

theory 

117 triads 

working at 

organizations in 

the southeastern 

U.S. 

Supervisors with a deontological 

outlook are more likely to be seen 

as ethical leaders. Utilitarian 

leaders are more likely to earn 

higher performance evaluations. 

Huang & 

Paterson, 

2017 Management 

Upper-

level 

manager’s 

ethical 

leadership

, and 

lower-

level 

manager’s 

ethical 

leadership  

Ethical 

culture, 

group 

ethical 

voice 

efficacy, 

and group 

ethical 

voice 

Group 

ethical 

performance 

Social 

learning 

theory and 

social 

cognitive 

theory 

Two studies: 

study 1 consists of 

696 employees 

from 42 chain 

stores of a 

consumer 

electronics 

company in 

China, and study 

2 consists of 134 

undergraduate 

students in a 

large, midwestern 

U.S. university 

Ethical leadership is positively 

associated with group ethical 

voice. Group ethical voice 

positively influences ethical 

performance (significant for the 

sales groups, marginally 

significant for the customer 

service groups). 
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Bavik, 

Tang, 

Shao, & 

Lam, 2018 Management 

Ethical 

Leadershi

p  

Employee 

controlled 

motivatio

n for 

knowledg

e sharing, 

employee 

moral 

identity 

Employee 

knowledge 

sharing 

Social 

learning 

and self-

determinati

on theories 

A field study with 

337 full-time 

employees 

There is are mediating effects of 

both controlled motivation and 

moral identity in accounting for 

the relationship between ethical 

leadership and employee 

knowledge sharing. 

Moore, 

Mayer, 

Chiang, 

Crossley, 

Karlesky, 

& Birtch, 

2019 

Management/

Psychology 

Ethical 

leadership 

Employee 

moral 

identity 

Employee

s, 

propensity 

to morally 

disengage 

Employees’ 

unethical 

decisions 

and deviant 

behavior  

Undergraduate 

students attending 

a large university 

in the United 

States, and the 

sample sizes 

range from 143 

(supervisor– 

coworker 

correlations) to 

252 (focal 

employee–focal 

employee 

correlations) 

Ethical leadership decreases 

employees’ propensity to morally 

disengage, with ultimate effects 

on employees’ unethical 

decisions and deviant behavior. 

Further, employee moral identity 

moderates this mediated effect. 
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2.3.5 Servant Leadership 

In defining servant leadership, Greenleaf (1977) stated that servant leaders serve the 

needs of others rather than fulfilling their own personal needs. He further explains that the 

natural desire to serve others results an aspiration to lead. Compared to other leaders, servant 

leaders are more concerned with the needs and interests of organizational stakeholders (Hsiao, 

Lee, & Chen, 2015) including the ‘least privileged in society who may be affected only 

indirectly by organizational action’ (Graham, 1991: 117). In addition, they emphasize the quality 

of their relationship with organizational stakeholders (Hsiao et al., 2015). Farling, Stone, and 

Winston (1999) proposed five major components of servant leadership: vision, influence, 

credibility, trust, and service. First, due to their long-term vision to the organization and society, 

servant leaders inspire others, motivate towards action, and move with hope towards future 

(Farling et al., 1999). Second, influence implies a reciprocal relationship between the leader and 

the followers and is reflected in many forms such as goal accomplishment and persuasion for 

change (Bass & Stogdill, 1990: 13-14, cited from Farling et al., 1999). Third, servant leaders 

show their credibility by engaging in ethical practices, empowering others, learning new 

technology, and demonstrating their expertise (Bennis & Goldsmith, 1997; Yukl, 1998; Farling 

et al., 1999). Fourth, trust involves integrity, mutual respect, and reliability, and is an important 

factor in determining the interdependence between leaders and followers (Mayer, Davis & 

Schoorman, 1995; Bennis & Nanus, 1985). Finally, as mentioned earlier, realization and 

actualization of serving others is an important function of servant leaders’ motivation to lead 

others (Farling et al., 1999). Reviewing the previous studies, van Dierendonck (2011) proposed 

six key characteristics of servant leadership: empowering and developing people, humility, 

authenticity, interpersonal acceptance, providing direction and the right degree of accountability, 
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and stewardship. Irving and Longbotham (2007) empirically showed six primary characteristics a 

servant leader should possess to effectively lead in team-based environments. These 

characteristics include: providing accountability, supporting and resourcing, engaging in honest 

self-evaluation, fostering collaboration, communicating with clarity, and valuing and 

appreciating. In sum, servant leaders are oriented towards serving others by prioritizing 

individual follower’s needs and interests (Eva et al., 2018). They are self-reflective in nature and 

hold themselves accountable for their actions (Graham, 1991).  

Servant leadership has been associated with a number of positive outcomes such as 

employee service performance and helping behavior. Chen, Zhu, and Zhou (2015) found that 

servant leadership influences frontline employees’ service performance. Ling, Lin, and Wu 

(2016) found that supervisor servant leadership influences employee service quality through 

employee service-oriented behaviors. Liden et al. (2008) reported that supervisor servant 

leadership dimensions such as helping subordinates grow, behaving ethically, and creating value 

for the community are positively related to employee community citizenship behaviors, in-role 

performance, and organizational commitment. Servant leadership has also been shown to 

influence organizational citizenship behavior (OCB). For example, Ehrhart (2004) found that 

servant leadership enhances unit-level OCB through the procedural justice climate. OCB has also 

been found to be an important intervening mechanism in the relationship between servant 

leadership and firm outcomes. For instance, Hsiao et al. (2015) showed that supervisor servant 

leadership influences employee customer value co-creation through service-oriented OCB. In 

another empirical study, Jaramillo, Grisaffe, Chonko, and Roberts (2009) found that 

salesperson’s perceptions of managers’ servant leadership positively impact salesperson’s 

customer orientation, which in turn, positively influence adaptive selling behaviors, customer-
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directed extra-role behaviors, and sales performance outcomes. Servant leadership has also found 

to have positive influence on work-family balance. Wang, Kwan, and Zhou (2017) found that 

perceived servant leadership promotes work-family balance through identification with the 

leader and work-to-family positive spillover. Culture serves as an important contextual factor in 

explaining the applicability of servant leadership. For instance, exploring the cross-cultural 

applicability of servant leadership, Hale and Fields (2007) found that employees working in 

Ghana experience servant leadership behaviors significantly less than those working in USA.  

In addition to exploring its consequences, scholars also attempted to identify the 

antecedents of servant leadership. For instance, Hunter et al. (2013) reported that agreeableness 

positively and extraversion negatively related to servant leadership. In their study conducted in 

U.S. retail organizations, the authors also reported that servant leadership, in turn, was positively 

associated with helping behavior and negatively associated with turnover intentions. Studies 

related to servant leadership are summarized in table 2.5 below. 

There are both similarities and differences between CEO activism and servant leadership 

as shown in table 2.6. Servant leadership arises due the natural desire of a CEO to serve others 

(Greenleaf, 1977). CEO activism, on the other hand, arises partly because of CEOs’ desire to 

redefine their traditional role. Both activist-CEOs and servant CEOs believe in moral principles 

and are guided by long term vision (Farling et al., 1999; Graham, 1991). They both seek to 

address the concerns of organizational stakeholders. However, compared to servant CEOs, 

activist-CEOs seem more focused on external stakeholders. While servant leaders engage in two-

way communication with their followers to express their views and ideas, preliminary studies 

suggest activist-CEOs express their opinions in public forums and social media.  
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The above comparison between CEO activism and other similar constructs suggest that 

CEO activism is a distinct executive-level construct, which warrants additional theorizing and 

investigation. In the next section, I will discuss various motives behind the phenomenon of CEO 

activism. 
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Table 2. 5: Summary of Research on Servant Leadership 

Authors Discipline IV Moderators Mediators DV 
Theory 

Used 
Sample Key Findings 

Graham, 

1991 

Management       Servant-leaders are sensitive to the 

needs and desires of all organizational 

stakeholders, including the least 

privileged in society. Servant-leaders 

are self-reflective, and acknowledge 

the universal need for leaders’ hubris 

to be checked. They hold themselves 

accountable and encourage the 

intellectual and moral development all 

around them. 

Farling, 

Stone, & 

Winston, 

1999 

 

Management Servant 

leadership 

(vision, 

credibility, 

trust, and 

service) 

  Follower 

empowerment 

  Proposed a model of servant 

leadership based on the variables of 

vision, influence, credibility, trust, and 

service 

Ehrhart, 

2004 

Psychology Servant- 

Leadership 

 Procedural 

justice 

climate 

Helping OCB, 

and 

conscientiousne

ss OCB 

 Employee

s of 249 

grocery 

stores in 

the eastern 

region of 

the U.S. 

Procedural justice climate partially 

mediates the relationship between 

leadership behavior (servant 

leadership) and unit-level OCB. 

Washingt

on, 

Sutton, 

& Feild, 

2006 

Management Leader’s 

perceived 

value of 

empathy, 

competenc

e, 

personality, 

and 

Integrity 

  Leader’s 

perceived 

servant 

leadership 

 126 

supervisor

s and 283 

employees 

working 

in mid-

sized 

communit

y 

developm

ent agency 

Followers’ ratings of leaders’ servant 

leadership were positively related to 

followers’ ratings of leaders’ values of 

empathy, integrity, and competence. 

Followers’ ratings of leaders’ servant 

leadership were also positively related 

to leaders’ ratings of their own 

agreeableness. 
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Hale & 

Fields, 

2007 

Management Servant 

leadership 

(service, 

humility, 

and vision) 

Age, 

gender, 

work 

experience, 

social 

desirability 

 Leadership 

effectiveness 

 157 

working 

adults 

who were 

also 

studying 

in two 

Christian 

seminaries 

– one 

located in 

Ghana, 

and the 

other in 

the mid-

Atlantic 

region of 

the United 

States 

Ghanaians reported experiencing 

servant leadership behaviors 

significantly less than North 

Americans. Vision had a significantly 

stronger relationship with leader 

effectiveness for Ghanaians in 

comparison to North Americans, but 

that both sub-samples relate service 

and humility with leader effectiveness 

similarly. 

Irving & 

Longbot

ham, 

2007 

Management  

Servant 

leadership 

(accountabi

lity, 

supporting 

and 

resourcing, 

engaging in 

honest self-

evaluation, 

fostering 

collaborati

on, 

communica

ting with 

clarity, and 

valuing and 

   

Team 

effectiveness 

 719 

participant

s drawn 

from a 

U.S. 

division of 

an 

internatio

nal 

nonprofit 

organizati

on 

Leaders should attend to six primary 

servant leadership themes when 

seeking to effectively lead in team-

based environments. These themes, 

rooted in the six associated 

Organizational Leadership 

Assessment (OLA) items are (a) 

providing accountability, (b) 

supporting and resourcing, (c) 

engaging in honest self- evaluation, 

(d) fostering collaboration, (e) 

communicating with clarity, and (f) 

valuing and appreciating. 
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appreciatin

g) 

Liden, 

Wayne, 

Zhao, & 

Henderso

n, 2008 

Management Servant 

leadership 

  Community 

citizenship 

behaviors 

 Two 

samples: 

students 

sample of 

298 from 

a 

Midwester

n 

university, 

and 

organizati

onal 

sample of 

182 

Individual

s 

Supervisor servant leadership 

dimensions (i.e., helping subordinates 

grow, behaving ethically, and creating 

value for the community) are related 

with individual level employee 

community citizenship behaviors. 

Jaramillo

, 

Grisaffe, 

Chonko, 

& 

Roberts, 

2009 

Marketing Servant 

leadership 

Sales 

experience 

Customer 

orientation, 

adaptive 

selling, and 

customer 

directed 

extra role 

performance 

Outcome 

performance 

 501 

salespeopl

e drawn 

from a 

database 

of 

market 

research 

supplier 

company 

 

Managers’ servant leadership, a 

leadership style emphasizing genuine 

concern for subordinate welfare, is 

examined as a catalyst of parallel 

concern by salespeople for their 

customers. Salesperson perceptions of 

managers’ servant leadership 

empirically relate to salesperson 

customer orientation, in turn driving 

adaptive selling behaviors, customer-

directed extra-role behaviors, and 

sales performance outcomes. 

Hunter et 

al., 2013 

Management Agreeablen

ess, and 

extraversio

n 

 Servant 

leadership, 

and service 

climate 

Store 

performance, 

sales behavior, 

task-focused 

OCB, turnover 

intentions, and 

disengagement 

Social 

influence 

framewor

k (theories 

of social 

learning 

Survey 

among 

224 stores 

of a U.S. 

retail 

organizati

on, 

Leader agreeableness is positively and 

extraversion is negatively related to 

servant leadership, which is associated 

with decreased follower turnover 

intentions and disengagement. At the 

group-level, service climate mediates 

the effects of servant leadership on 
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and social 

exchange) 

including 

425 

followers, 

110 store 

managers, 

and 40 

regional 

managers 

follower turnover intentions, helping 

and sales behavior. 

Liden, 

Wayne, 

Liao, & 

Meuser, 

2014 

Management Servant 

leadership 

 Serving 

culture, and 

employee 

identificatio

n 

Store 

performance, in 

role 

performance, 

creativity, 

customer 

service 

behavior, and 

turnover 

intention 

Social 

learning 

theory 

961 

employees 

working 

in 71 

moderatel

y sized 

restaurant

s located 

in US 

Store manager servant leadership 

influences employee customer service 

behaviors through store-level serving 

culture, and employee identification. 

Chen, 

Zhu, & 

Zhou, 

2015 

Management/

Psychology 

Servant 

leadership 

Competitio

n climate 

Social 

identity 

mediators: 

self-

efficacy, and 

group 

identificatio

n 

Customer 

service 

performance: 

service quality, 

customer-

focused 

citizenship 

behavior, and 

customer-

oriented 

prosocial 

behavior 

Social 

identity 

theory 

238 

hairstylist

s in 30 

salons and 

470 

customers 

of these 

salons 

Hair stylists’ self-identity embedded 

in the group, namely, self-efficacy and 

group identification, partially 

mediates the positive effect of salon 

managers’ servant leadership on 

stylists’ service performance as rated 

by the customers. 

Hsiao, 

Lee, & 

Chen, 

2015 

Tourism 

management 

Servant 

leadership 

 Positive 

psychologic

al capital, 

and service-

oriented 

OCB 

Customer value 

co-creation 

 190 

employees 

and 303 

customers 

in 30 

hotels in 

Taiwan 

Supervisor servant leadership 

influences employee customer value 

co-creation through positive 

psychological capital, service-oriented 

OCB 
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Ling, 

Lin, & 

Wu, 

2016 

Tourism 

management 

Top level 

servant 

leadership 

Group 

service 

climate 

Middle level 

servant 

leadership, 

and 

employee 

service-

oriented 

behaviors 

Employee 

service quality 

Trickle-

down 

model and 

service 

profit 

chain 

theory 

325 

employee 

supervisor 

pairs of 

workgrou

ps in 9 

Chinese, 

star-level 

hotels 

Supervisor servant leadership 

influences employee service quality 

through employee service-oriented 

behaviors. The relationship between 

servant leadership and service-

oriented behaviors is stronger when 

service climate is high. 

Wang, 

Kwan, & 

Zhou, 

2017 

Management Servant 

leadership 

 Identificatio

n with 

leader, and 

work-to-

family 

positive 

spillover 

Work–family 

balance 

Social 

identity 

theory, 

work–

family 

enrichmen

t theory 

Field 

survey 

among 

200 

salesperso

ns in an 

insurance 

company 

in 

Shanghai 

Perceived servant leadership indirectly 

promotes work–family balance 

(WFB). The positive relationship 

between servant leadership and WFB 

is mediated by identification with the 

leader and work-to family positive 

spillover (WFPS). 

Williams 

Jr, 

Brandon, 

Hayek, 

Haden, 

& Atinc, 

2017 

Management Servant 

leadership 

Leader 

Political 

Skill 

Workplace 

spirituality 

Employee 

creativity 

Self-

determinat

ion theory 

280 

working 

adults 

studying 

in US 

public 

regional 

university 

Supervisor servant leadership 

increases employee creativity through 

workplace spirituality. This 

relationship is strengthened to the 

extent that the servant leader 

possesses high levels of political skill. 
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2.4 Motivations: Why do CEOs Become Activists? 

While there could be various motives behind CEO activism, I propose three primary 

motives behind this phenomenon that have attracted the attention of scholars and the business 

press. Specifically, I focus on intrinsic, instrumental, and stakeholder-centered motives as drivers 

of CEO activism. Intrinsic motive is concerned with moral principles and is value-driven in 

nature. Instrumental motive is driven by CEOs’ desire to redefine their traditional role. Finally, 

stakeholder-centered motive is concerned with addressing stakeholders’ expectations and 

pressures. I acknowledge that these three motives may have some overlaps and thus they may not 

be completely mutually exclusive in explaining CEO activism. In the following section, I will 

discuss these three motives behind CEO activism in more detail. 

2.4.1 Intrinsic Motive  

The first type of motivation that inspires CEO activism is intrinsic motive, which is 

related to CEOs’ moral principles, and is value-driven in nature. More than four decades ago, 

Petit (1976) declared that there was a "moral crisis in management", which he defined as a 

conflict between the classical business ideology-an operational ethics which focuses on profit 

maximization- and managerial ideology, an ethics which stresses on social responsibility. Two 

years after Petit’s declaration, Boling (1978) suggested that individual moral judgments and 

actions regarding social issues are vital in addressing such crisis in management. The recent 

trend of CEO activism, however, shows that although there still is a moral crisis in management, 

some CEOs are showing moral leadership by displaying high level of moral behaviors than 

others.   

The intrinsic motive focuses on the CEO’s moral values about right and wrong on various 

issues he/she faces in everyday decision-making. It emphasizes intrinsic moral conviction as a 
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basis of attitudes and actions. Accordingly, it is possible to view CEO activism as an outward 

expression of their internal moral convictions. In this sense, CEO activism can be viewed as 

demonstrating a high degree of morality by engaging in issues that may not directly benefit their 

firms (at least not in the short term). Based on Chester Barnard's (1962) work, Strother (1976) 

argued that executive codes of conduct are formed out of three sets of influences: organization as 

a technical and social system, personal history of the executive, and executive's role perception. 

Barnard (1962) describes two sources of the moral codes of executives-first, a set of personal 

codes, and second, a set of organizational codes. As such, CEO activism seems to be guided 

more by personal codes such as familial values than by organizational code such as informal 

codes within the organization. Similar to moral leaders, activist-CEOs demonstrate “normatively 

appropriate conduct through personal actions and interpersonal relationships, and promote such 

conduct to followers through two-way communication, reinforcement, and decision-making” 

(Brown, Trevino, & Harrison, 2005: 120). For instance, they may be addressing issues such as 

diversity and climate change, as doing so might reflect their high level of commitment to 

upholding moral ideals (i.e. “doing the right thing”). As a result, they may earn the trust and 

commitment from followers (Caldwell, 2012).   

Morally guided activist-CEOs are more likely to believe that “morality is an end in itself” 

and cannot be justified with reference to wealth maximization (Quinn & Jones, 1995: 23). In 

their decision-making approaches, these morally guided activist-CEOs evaluate alternative 

actions by considering their personal ethical standards, and are less likely to compromise on 

these standards when pressured by others (Hunt & Vitell, 1986; Singhapakdi et al., 2008; Brown 

et al. 2005). As they feel accountable to the consequences of their actions (Turban & Greening, 
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1997; Valentine & Fleischman, 2008), they are more likely to actively engage in broader societal 

issues that can have long term impact on firm’s stakeholders. 

2.4.2 Instrumental Motive  

The second prominent motive for CEO activism is the instrumental rationale, which is 

driven by CEOs’ desire to redefine their traditional role. As social class theorists (Useem, 1979; 

Mizruchi, 1996) suggest, CEOs of prominent firms can be understood as powerful elites who 

control large resource pools (McCarthy & Zald, 1977) and possess high visibility and more 

reputation (Hambrick & Wowak, 2012; Briscoe & Safford, 2008; Iivonen, 2018). They want to 

maintain their visibility and reputation as prominent members of the elite class by weighing in on 

public policy debates that might not be directly related to the core of their business. The 

instrumental motive suggests that CEOs view their position as the chief executive of the firm as 

an important platform that should be used to further various sociopolitical agenda beyond the 

economic management of the firm. For example, Apple CEO Tim Cook argued that powerful 

companies have a moral imperative to speak out as silence is the most powerful form of consent 

(Cook, 2017). Activist-CEOs believe that corporate leaders must take a more active role in 

telling their governments what they think about polarizing social and political issues (Taylor, 

2017). Some corporate leaders argue that business and politics are inseparable (Taylor, 2017). 

They believe that they have a bigger responsibility towards the society and they can't wait for 

government to take action on social and political issues (Taylor, 2017). Most of the activist-

CEOs are advocating investments required for progressive social change, even if these 

investments conflict with short-term economic performance goals (Johnson & Greening, 1999; 

Post, Rahman, & Rubow, 2011). These CEOs are more likely to realize the potential benefits of 

their increased influence in the society and thus resist any corporate level pressure to overlook 

https://www.cnbc.com/harriet-taylor/
https://www.cnbc.com/harriet-taylor/
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such actions (McKendall et al., 1999). By publicly taking a stand on a wide range of 

sociopolitical issues that are important for stakeholders, activist-CEOs enhance their reputation 

and status as prominent figures in the public eye. They may also gain political support among 

external constituencies that potentially can increase firm’s legitimacy (Dakhli & Clercq, 2004). 

The access to unique resources might boost their confidence to speak out and take actions on 

social and political issues (Bryant & Davis, 2012). 

With the rise of CEO activism, the leaders’ rhetorical approaches are also changing. In 

the past, leaders’ rhetorical strategies used to focus more on rational and logical narratives in 

their communication with external stakeholders (Conger, 1991) but recent trends are showing an 

interesting departure from the traditional way of expression that carries more emotion-laden 

content. Conger (1991) argues that sometimes leaders have a tendency to exaggerate the current 

situation as intolerable to maximize the impact of their expression. As recent incidents indicate, 

activist-CEOs do not even wait for any formal program or interview to express their ideas on 

“hot button” societal issues. They rather use social media outlets such as Twitter and Facebook 

where they can directly interact with their followers. 

Under the instrumental motive to CEO activism, there is a growing perspective that 

businesses may partly substitute the traditional role of nation-states by aggressively engaging in 

socio-political issues (Seele & Lock, 2015). Due to the growing complexity in modern society, 

nation-states are slowly losing their power (Seele & Lock, 2015) and the ethical norms provided 

by them are challenged by activist-CEOs. A recent survey conducted by Edelman Trust 

Barometer illustrates this perspective. According to this survey, 44% Americans trust CEOs and 

business leaders compared to only 33% that support political institutions (Bersin, 2018).  
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2.4.3 Stakeholder-focused Motive  

The third perspective on CEO activism pertains to stakeholder-focused motive. 

According to this motive, CEO activism emerges primarily because of the CEOs’ desire to 

address stakeholders’ demands. The term ‘stakeholder(s)’ is broad in scope as it encompasses the 

groups and individuals who can affect or are affected by the ‘actions, decisions, policies, 

practices or goals of the organization’ (Carroll & Buchholtz, 2014: 66). From a stakeholder 

perspective, the firm can be understood as a set of relationships among groups that have a stake 

in the activities that make up the business (Freeman, 1984; Jones, 1995; Walsh, 2005; Parmar et 

al., 2010). In other words, businesses can be conceptualized as the way customers, suppliers, 

employees, investors, regulators, communities and managers interact to jointly engage in value 

creation and problem-solving (Freeman, 1984; Parmar et al., 2010). Stakeholder theorists further 

suggest that investing in resources to address stakeholders’ interests and going beyond the 

primary business concerns are justifiable managerial activities (Freeman, 1984; O’riordan & 

Fairbrass, 2008: 746). However, some stakeholder theorists argue that it’s better to manage firm-

specific stakeholder relationships, which can add value to bottom-line of the business (Margolis 

& Walsh 2003; Brown & Forster, 2013). 

Activist-CEOs who emphasize on a stakeholder perspective are more likely to consider 

broader societal issues in the system they operate (Agle et al., 1999; Maak et al., 2016). 

However, CEOs who consider themselves agents of shareholders are less likely to emphasize on 

such issues (Godos-Diez et al., 2011; Maak et al., 2016). Activist-CEOs who are more attuned to 

broader societal issues are more likely to proactively engage with social issues as a competitive 

priority (Carroll, 1979; Du et al., 2007; Groza et al., 2011; Wilson, 1975; Torugsa et al., 2012). 

They make a special effort to integrate a concern for external stakeholders in their policies and 
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practices (Carroll, 2015). They sometimes might involve in social (e.g. diversity) and 

environmental (e. g. climate change) issues as an impression management strategy (Rim & 

Ferguson, 2017). Stakeholder theorists also highlight the importance of internal stakeholders 

suggesting that leaders are more likely to incorporate employees’ preferences, when survival and 

continuing success greatly depend on employees (Clarkson, 1995; Gupta, Briscoe, & Hambrick, 

2017). By engaging in sociopolitical issues, activist-CEOs initiate a dialogue with the firm’s 

stakeholders. Such engagement can be considered an ‘exchange’ where the CEO offers 

something beneficial to stakeholders and, in turn anticipate receiving their approval and support 

(Murray & Vogel, 1997; O’riordan & Fairbrass, 2008).  

Due to the heterogeneity of stakeholders’ demands, some stakeholders might favor CEO 

activism over others (Wettstein & Baur, 2016). For example, a 2014 Pew Social Trends Survey 

found that although Millennials are detached from organized politics, they are in fact, politically 

active (Pew Research Centre, 2014). As compared to older generations, millennials are more 

likely to support same-sex marriage, legalization of recreational marijuana and social institutions 

(KRC/Weber Shandwick, 2017). Different stakeholder groups thus may have different 

interpretation of a particular issue addressed by an activist-CEO. Given the controversial nature 

of most of the sociopolitical issues, activist-CEOs may be subjected to mistrust and criticism 

from the groups of stakeholders that do not agree with the stance taken by these CEOs (Seele & 

Lock, 2015). These groups of stakeholders may subsequently challenge the legitimacy of a firm, 

which leads to a credibility gap between the firm and these particular groups of stakeholders 

(Dando & Swift, 2003; Seele & Lock, 2015: 402; Dodd & Supa, 2015). This in turn affects the 

CEO’s ability to continue to weigh in on controversial societal issues. Incidents of consumers 

activism such as consumer boycotts and buycotts are the results of these heterogeneous 
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stakeholders (Stolle, Hooghe, & Micheletti, 2005). For example, Dodd and Supa (2014) found 

the greater congruence between consumers’ beliefs and corporate stance on controversial societal 

issues positively impact consumer purchase intention. Thus, CEOs are often urged to carefully 

select the issues they speak on and plan strategically on how to frame these issues (KRC/Weber 

Shandwick, 2016). Figure 2.1 illustrates the three primary motivations behind CEO activism. 

 

Figure 2. 1: The Three Primary Motivations behind CEO Activism 

CEO 
Activism

Intrinsic 
Motive

Instrumental 
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Table 2. 6: CEO Activism and Other Similar Constructs  

 CEO Activism 
Shareholder 

Activism 
CEO Ideology Authentic Leadership Ethical Leadership Servant Leadership 

Definitions 

CEOs’ publicly 

expressed opinions 

and their action-

oriented personal 

engagement in 

sociopolitical issues. 

Various actions 

undertaken by 

individuals or group 

of shareholders to 

influence 

organizational 

control structure 

(Smith, 1996), and 

social responsibility 

practices (David et 

al., 2007). 

CEOs’ beliefs 

and attitude 

towards various 

aspects of 

society ranging 

from politics to 

religion (Jost, 

2006; Majid, 

2017) 

CEOs deep awareness 

of how they think, and 

their behavioral 

consistency with their 

personal values, 

motives, and 

sentiments (Avolio et 

al., 2004, Walumbwa 

et al., 2008; Hirst et 

al., 2016). 

CEOs demonstration of 

normatively appropriate 

conduct through 

personal actions and 

interpersonal 

relationships, and the 

promotion of such 

conduct among 

followers (Brown, 

Trevino, & Harrison, 

2005: 120). 

CEOs natural desire 

to serve the needs of 

others rather than 

fulfilling their own 

personal needs 

(Greenleaf, 1977). 

Motivations 

Intrinsic (concerned 

with moral principles, 

and value-driven in 

nature), instrumental 

(driven by CEOs’ 

desire to redefine their 

traditional role), and 

stakeholder-centered 

(concerned with 

addressing 

stakeholders’ 

demands) 

Dissatisfaction with 

some aspect of a 

company’s 

management or 

operations (Gillan & 

Starks, 2007) 

CEO 

experience, 

personality, 

beliefs, and 

values (Chin et 

al., 2013; 

Maak, Pless, & 

Voegtlin, 2016) 

Self-awareness, 

internalized moral 

values, relational 

transparency, and 

balanced processing 

(Avolio et al., 2004; 

Gardner et al., 2005) 

Strong beliefs on ethical 

and moral principles, 

behavioral integrity 

(Brown et al., 2005; 

Bavik et al., 2018; Den 

Hartog & Belschak, 

2012; Demirtas & 

Akdogan, 2015) 

Long term vision, 

self-reflection, 

beliefs in moral 

principles, and 

realization and 

actualization of 

serving others 

(Farling, Stone, & 

Winston, 1999; 

Graham, 1991) 

Objectives 

Influence public policy 

debates and also 

influence 

stakeholders’ 

perception of broader 

sociopolitical issues 

Bring about change 

within a company 

(e.g. issues related to 

corporate 

governance, firm 

financial 

performance, and 

CSR) 

Endorse 

political actions 

on behalf of the 

firm's interests 

(Unsal et al., 

2016) 

Gain respect and trust 

among followers and 

facilitate follower 

autonomous 

motivation, encourage 

diverse viewpoints 

and build networks of 

collaborative 

Promote moral 

principles and ethical 

conduct within the 

organization and create 

a system of rewards, and 

punishments (Den 

Hartog & Belschak, 

2012; Demirtas & 

Serving others by 

prioritizing 

individual follower’s 

needs and interests 

(Eva, Robin, 

Sendjaya, van 

Dierendonck, & 

Liden, 2018) 
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relationships with 

followers (Avolio et 

al., 2004; Leroy, 

Anseel, Gardner, & 

Sels, 2015). 

Akdogan, 2015; Brown 

et al., 2005; Bavik et al., 

2018; Lemoine et al., 

2019). 

Scope of 

influence 

Both external and 

internal stakeholders 

(i.e. consumers, 

employees, 

shareholders, and 

general public) 

Firm policies and 

practices, and 

internal stakeholders 

(e.g. executives and 

employees) 

Public policies 

and processes 
Internal stakeholders Internal stakeholders 

Primarily internal 

stakeholders and 

occasionally external 

stakeholders 

Mode of 

engagement 

Public forums, social 

media outlets (e.g. 

Twitter, Facebook, 

YouTube, 

newspaper/TV 

interviews), and 

community-based 

service  

Direct and indirect 

pressure to 

management, 

shareholder 

resolutions, and 

proposals (e. g. 

governance 

proposals, pension 

fund proposals, “vote 

no” campaigns) 

CEO personal 

political 

donations, and 

lobbying 

CEO behaviors, 

enactment, life 

storytelling 

CEO behaviors, two-

way communication 

with followers 

CEO behaviors, self-

evaluation, two-way 

communication with 

followers  
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2.5 Antecedents of CEO Activism 

In this section, I draw insights from the corporate governance literature to explore the 

various organizational, managerial, and industry level predictors of CEO activism. In particular, I 

examine ex-ante firm reputation, ex-ante firm corporate social performance, and firm political 

engagement as organizational predictors of CEO activism. Similarly, at the managerial level, I 

discuss CEO celebrity status, CEO power, CEO political engagement, and CEO gender as the 

main predictors of CEO activism. Finally, I introduce the of level of industry regulation and 

intensity of consumer activism as industry level antecedents of CEO activism. In the following 

section, I present theoretically driven hypotheses. Figure 2.2 below illustrates the proposed 

research model on the multi-level antecedents of CEO activism.  
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Figure 2. 2: Multi-level Antecedents of CEO Activism 
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2.5.1 CEO Celebrity Status and CEO Activism 

CEO celebrity status is defined “the extent to which a CEO elicits positive emotional 

responses from a broad public audience (Lovelace, Bundy, Hambrick, & Pollock, 2018: 421). It 

is a unique form of social status mostly generated by the media (Rindova et al., 2006; Cho, 

Arthurs, Townsend, Miller, & Barden, 2016; Hubbard et al., 2018). Celebrity CEOs are expected 

to surpass their peers and develop marketable personas among public audience (Rindova et al., 

2006; Treadway, Adams, Ranft, & Ferris, 2009). They have high salience and positive emotional 

valence for their audiences (Rindova, Pollock, & Hayward, 2006). Their unique social status 

might help them enhancing their ability to influence stakeholders (Ketchen et al., 2008; 

Treadway et al., 2009). There are several reasons why a celebrity CEO tends to show an 

activist’s behavior. First, journalists usually tend to overattribute firm’s success to its CEO and 

create CEO celebrity status (Hayward, Rindova, & Pollock, 2004). As Hayward et al. (2004) 

argued, celebrity CEOs tend to believe their own press and internalize the prestige associated 

with celebrity status. Such internalization might lead these CEOs to be more overconfident than 

non-celebrity CEOs. Engagement in social and political issues garner more media attention and 

is thus important in attaining and maintaining celebrity status. Consequently, celebrity CEO is 

more likely to be overconfident in speaking out on broader societal issues, compared to the 

issues that characterize a generically “excellent” CEO (Lovelace et al., 2018: 426).  

Second, celebrity CEOs are socially connected to the broader audience. Due to this social 

connection, they are subject to the opinions from these audience (Lovelace et al., 2018). In other 

words, their words and actions related to social and political issues, and consequent 

interpretations are embedded within a socially constructed system of judgement (Hayward et al., 

2004; Khurana, 2002; Sinha, Inkson, & Barker, 2012). They want to show their concern for the 
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issues that have long term impact in the society and the firm itself. For instance, Koh (2011) 

compares changes in financial reporting practices and firm performance before and after each 

CEO wins prestigious award. The author finds that celebrity CEOs are less likely to engage in 

opportunistic earnings management to meet short-term financial goals. 

Third, maintaining silence on important social and political issues may adversely affect 

celebrity CEOs compared to non-celebrity CEOs, as they are expected to align their public 

actions with broad range of stakeholders’ interests (Sinha et al., 2012; Cho et al., 2016). All these 

expectations will magnify the social pressures on them to speak up and act on sociopolitical 

issues (Sinha et al., 2012; Lovelace et al., 2018; Cho et al., 2016). Finally, celebrity CEOs are 

likely to gain prestige power due to their recognition among external stakeholders (Wade, Porac, 

Pollock, & Graffin, 2006). Prestige power will enhance their ability to absorb uncertainty from 

the institutional environment (Finkelstein, 1992: 515). As a result, they can use their prestige 

power to engage in broader societal issues. Given the above arguments, I propose the following 

hypothesis: 

H1: CEO celebrity status is positively related to CEO activism.  

2.5.2 CEO Power and CEO Activism 

Power is defined as the ‘capacity of individual actors to exert their will’ (Finkelstein, 

1992: 506). Finkelstein (1992) proposed following four categories of executives’ power: 

structural, ownership, expert, and prestige power. Structural Power is based on formal 

organizational structure and hierarchical authority (Finkelstein, 1992). While holding the 

position of CEO, in itself, is an indicator of one’s power, holding other titles such as board 

chairperson may enhance CEO’s power (Daily & Johnson, 1997). Similarly, a CEO with 

significant ownership stakes will be more powerful than those without such control on 
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ownership. Further, CEO expertise in areas critical to the firm success may have significant 

influence on the organization. As Daily and Johnson (1997) noted, CEOs having expertise on 

variety of functional areas will have strong personal network within and outside the firm. This 

network may enable a CEO to better address environmental uncertainties firm faces. Finally, as 

discussed in previous hypothesis, prestige power refers to the CEO’s reputation in the 

institutional environment and among stakeholders (Finkelstein, 1992). For instance, if a CEO 

attended a prestigious university, that prestige may transfer to prestige at the CEO position 

(Daily & Johnson, 1997). 

Scholars have also highlighted the social bases from which CEOs derive their power to 

dominate (Pearce & Robinson Jr, 1987; Farrell & Peterson, 1982; Kanter, 1979). For instance, 

French and Raven (1959) developed various bases of social power used by CEOs to influence 

strategic outcomes (Pearce & Robinson Jr, 1987). Pearce and Robinson Jr (1987) explain these 

power bases that are hypothesized by French and Raven (1959): (a) position power derived from 

the position of a leader in the organizational hierarchy; (b) coercive power based on the 

followers' fear of punishment; (c) reward power based on the followers' expectation of positive 

rewards and the leader's power to grant them; (d) expertise power derived from leader's special 

knowledge or skills; (e) referent or charismatic power based upon the followers' and others' 

identification with the leader. These bases were later divided into two broad categories: formal 

and informal social channels (Peiro & Melia, 2003). While CEOs’ informal power results from 

their personal characteristics such as superior knowledge, expertise, and ability to perform (Peiro 

& Melia, 2003; Singh, 2009: 168), their formal power arises from their ability to reward or 

coerce others by way of formal position, and hierarchical position in the organization (Walls & 

Berrone, 2017: 295).  
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There is a strong scholarly consensus regarding the role CEO power plays in strategic 

decision-making process (Haynes & Hillman, 2010; Adams, Almeida, & Ferreira, 2005; Tang, 

Crossan, & Rowe, 2011). For instance, Golden and Zajac (2001) found that boards of directors 

are less likely to influence strategic change, if the firm is led by a powerful CEO. Powerful CEO 

might even threat the board of directors’ judgement and opinion (Dalton & Kesner, 1987; 

Haynes & Hillman, 2010). This suggests that powerful CEOs are more likely to express their 

preferences on controversial sociopolitical issues without any fear from board of directors. They 

are better able to resist pressures from board of directors, and can introduce their own beliefs and 

values in their actions related to sociopolitical issues (Lewis, Walls, & Dowell, 2014).  

The sense of power results in a cognitive bias with respect to the way powerful CEOs 

frame and perceive riskiness of their involvement in sociopolitical issues (Magee & Galinsky, 

2008; Lewellyn & Muller‐Kahle, 2012). Due to this cognitive bias, powerful CEOs are more 

likely to ignore the negative outcomes of their engagement in controversial sociopolitical issues 

and to consider only the positive outcomes (Lewellyn & Muller‐Kahle, 2012). In fact, research 

has demonstrated that greater power enhances CEOs’ risk-taking behavior (Lewellyn & Muller-

Kahle, 2012; Hoskisson, Chirico, Zyung, & Gambeta, 2017). For instance, drawing on the firms 

specialized in subprime lending, Lewellyn and Muller‐Kahle (2012) found that CEOs with 

ownership and expert power and, to a lesser extent, structural and prestige power, engage risky 

subprime mortgage lending. Due to this risk-taking behavior, powerful CEOs will engage in 

controversial sociopolitical issues even if they are aware of the potential negative reaction from 

some stakeholder groups. The arguments above lead me to the following hypothesis:  

H2: CEO power is positively related to CEO activism.  
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2.5.3 CEO Political Engagement and CEO Activism  

The concept of CEO political engagement is not new in the corporate governance 

literature. For instance, decades ago, Epstein (1969) argued that firm political engagement is 

based on managerial personality. CEOs may engage in political issues to satisfy their personal 

agenda (Hadani, Dahan, & Doh, 2015). In fact, CEO political engagement is the manifestation of 

CEO’s personal belief systems (Chin, Hambrick, & Trevino, 2013). CEO political engagement is 

thus determined by CEO political ideology. Decades of research on upper echelons has shown 

that the acts of top executives are based on their personalized interpretations of the situations and 

that in turn affect the strategic choices and performance level of organization (Hambrick, 2007; 

Hambrick & Mason, 1984). Upper echelons theorists further suggest that executives’ 

interpretations are formed by their background characteristics such as their professional 

experiences and demographic attributes (Chin et al., 2013; Hambrick & Mason, 1984; Maak, 

Pless, & Voegtlin, 2016). CEOs’ political ideologies reflect their beliefs and values about the 

proper goals for society and the ways to achieve them (Tedin, 1987; Briscoe, Chin, & Hambrick, 

2014). Political ideologies are generally formed early in life that are traceable to family 

upbringing (Burris, 2001; Jost, 2006; Briscoe et al., 2014). Jost (2006) suggests that there are 

basic cognitive and motivational predispositions that are often reflected in one’s inclination 

towards a liberal versus conservative ideology. As such, CEO political ideology tends to be a 

relatively stable and enduring attribute (Chin, Hambrick, & Trevino, 2013; Jost, 2006). 

CEO political engagement is likely to shape CEO’s opinion on sociopolitical issues 

(Briscoe, Chin, & Hambrick, 2014). While liberal leaning CEOs are more likely to support a 

progressive agenda such as civil rights, diversity, social justice, social change, and protecting the 

natural environment, conservative leaning CEOs are more likely to focus on individualism, 
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respect for authority, stability, and the maintenance of the status quo (Jost, Glaser, Kruglanski, & 

Sulloway, 2003; Tetlock, 2000; Briscoe, Chin, & Hambrick, 2014). For instance, Chin, 

Hambrick, and Trevino (2013) found that firms led by politically liberal CEOs will show a 

stronger engagement in CSR- adding to their firms’ CSR strengths and eliminating concerns 

about CSR - than will the firms led by politically conservative CEOs. In contrast, political 

conservatism arises from CEO’s psychological needs to reduce uncertainty and threats 

(Christensen, Dhaliwal, Boivie, & Graffin, 2015). For instance, Hutton, Jiang, and Kumar (2014) 

found that firms with Republican CEOs prefer more conservative corporate policies such as 

lower leverage ratios, lower capital and R&D expenditures, less risky investments, and higher 

dividend payouts. Francis, Hasan, Sun, and Wu (2016) empirically demonstrated that 

conservative CEOs are associated with higher level of corporate tax sheltering even when the 

wealth of these CEOs is not tied to that of shareholders and when corporate governance is weak. 

More recently, Elnahas and Kim (2017) found that conservative CEOs are less likely to engage 

in M&A activities, and they tend to avoid high information asymmetry acquisitions. They also 

showed that conditional to the M&A activities, CEO political ideology affects long-run firm 

valuation. These findings suggest that conservative and liberal CEOs widely differ in their 

choices and preferences. They may also differ in terms of their views on sociopolitical issues. 

Meanwhile, CEOs with certain ideological orientation will have more refined understanding of 

sociopolitical issues due to their continuous engagement on activities such as lobbying and 

personal service. Changes in sociopolitical environment may trigger their value system and they 

may more likely to publicly express their beliefs and opinions on sociopolitical issues than those 

without such clear ideological orientation.  
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CEO political engagement will be helpful in developing certain level of political 

connections. In particular, CEOs can bring unique and non-substitutable resources to the firm 

using those connections (Cao, Pan, Qian, & Tian, 2017). As a result, politically engaged CEOs 

are less likely to be monitored by major shareholders and board of directors (Cao, Pan, Qian, & 

Tian, 2017). This reduces their likelihood of being fired, even if they engage in controversial 

sociopolitical issues. For instance, You and Du (2012) find that CEOs with political connections 

are less likely to be fired and that the sensitivity of forced turnover to firm performance is 

weaker for these CEOs than for the ones without political connections. Overall, the benefits of 

political connections of a CEO may outweigh the costs of his/her engagement in controversial 

sociopolitical issues (You & Du, 2012). As a consequence, politically engaged CEOs lend not 

only their vocal support but also their action-oriented support to policies and politicians, thereby 

revealing their support to certain social and political issues (Briscoe et al., 2014). Accordingly, I 

propose the following hypothesis: 

H3: CEO political engagement is positively related to CEO activism.  

2.5.4 CEO Gender and CEO Activism 

Female representation in top management has been shown to affect several firm 

outcomes including firm financial performance (Jeong & Harrison, 2017; Cook & Glass, 2014). 

Literature in CEO gender argues that female CEOs can “bring a unique behavioral tendency of 

more cautious decision-making to this position” which in turn, influences firm performance 

through strategic risk-taking (Jeong & Harrison, 2017: 1222). In this study, I argue that female 

CEOs are less likely to be activist-CEOs compared to their male counterparts. 
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There are several reasons why a female CEO is less likely to exhibit an activist behavior. 

First, based on both sociocultural model and biosocial model, the psychology literature 

documents the fundamental gender differences in personality (Costa et al. 2001; Maccoby & 

Jacklin, 1974; Ho, Li, Tam, & Zhang, 2015). This literature suggests that personality differences 

are caused by social roles and genders stereotypes. For example, studies suggest that female 

executives are generally more risk averse than their male counterparts (Adams & Funk, 2012; 

Zeng & Wang, 2015; Palvia, Vahamaa, & Vahamaa, 2015). Females executives’ propensity for 

risk aversion has been demonstrated in various settings. For instance, they smoke less, wear seat 

belts more often, and are less likely to use illegal drugs (Hersch, 1996; Pacula, 1997; Zeng & 

Wang, 2015: 452). In corporate settings, prior studies suggest that female CEOs are generally 

more conservative and less inclined to take excessive risks (Palvia, Vahamaa, & Vahamaa, 

2015). For example, Palvia et al. (2015) found that female CEOs tend to hold higher levels of 

equity capital and reduce the default risk of their banks during periods of market stress. Zeng and 

Wang (2015) reported that female CEOs are more concerned with the precautionary motive of 

cash rather than opportunity cost of cash, and are associated with a higher level of corporate cash 

holdings. In another empirical study, Huang and Kisgen (2013) showed that firms led by female 

executives are less likely to undertake acquisitions and are less likely to issue debt than firms led 

by male executives. More recently, Faccio, Marchica, and Mura (2016) demonstrated that 

transitions from male to female CEOs are associated with reductions in corporate risk taking, and 

that firms led by female CEOs have lower leverage and less volatile earnings. To the extent that 

engagement in controversial societal issues is a risky choice (given the potential stakeholder 

backlash), female CEOs are less likely to do so.  
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Second, considering their meager representation in senior corporate level positions (less 

than 5%), female executives are often viewed as holding a token appointment (Moss, 1977; 

Oakley, 2000; Lee & James, 2007) In addition, as “occupational minorities”, female executives 

are viewed as less capable and qualified for leadership positions by their male counterparts 

(Cook & Glass, 2014). As a result, female executives are more likely to be scrutinized by board 

of directors and are subject to more on-the-job pressure (Oakley, 2000; Konrad, Kramer, & 

Erkut, 2008). As engagement in controversial sociopolitical issues might result negative firm 

performance or stock market reaction, decision makers might replace female activist-CEOs with 

male leaders who are perceived to be more capable and less likely to engage in public 

controversy (Cook & Glass, 2014). Thus, female CEOs do not want to engage in controversial 

issues at the expense of offending groups of stakeholders.  

Third, socialization process of females may differ from that of males resulting in the 

differences in their ways to resolve moral dilemmas (Oakley, 2000; Leaper & Friedman, 2007). 

The psychologist Carol Gilligan, in her book In a Different Voice (1982), argues that males are 

more likely to resolve moral dilemmas in terms of justice, rules, and individual rights, whereas 

females tend to approach such dilemmas using criteria that judges outcomes based on their 

impact on relationships (Carol, 1982; cited from Oakley, 2000: 327). Finally, as suggested by 

resource dependence theory, an organization will hire a female CEO only if she is valued in the 

marketplace (Pfeffer & Salancik, 2003). Activist female may no longer be favored candidate for 

CEO position due to the potential negative reaction in the marketplace (Lee & James, 2007; Ng 

& Sears, 2017). Building on the above arguments, I predict the following hypothesis: 

H4: CEO gender is negatively related to CEO activism. Female CEOs are less likely to 

be activist-CEOs compared to their male counterparts.  
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2.5.5 Ex-ante Firm Reputation and CEO Activism  

Firm reputation has been defined as “a perceptual representation of a company’s past 

actions and future prospects that describe the firm’s overall appeal to all its key constituents 

when compared to other leading rivals” (Fombrun, 1996: 72). This definition suggests that 

corporate reputation is a general organizational attribute that reflects the extent to which external 

stakeholders see the firm as ‘good’ and not ‘bad’ (Roberts & Dowling, 2002). In more general 

terms, it is a collective perception about of a firm held by its stakeholders (Brammer & 

Millington, 2005; Brammer & Pavelin, 2006). Scholars have treated firm reputation as a 

multidimensional construct (Fombrun & Shanley, 1990; Rindova et al., 2005; Chandler, 

Haunschild, Rhee, & Beckman, 2013). According to Fombrun, Gardberg, and Sever (2000), 

reputation quotient comprises following six dimensions: emotional appeal; products and 

services; vision and leadership; workplace environment; social and environmental responsibility; 

and financial performance. 

A good corporate reputation has been shown to have number of beneficial consequences 

for the firm. One such obvious consequence is firm performance (Roberts & Dowling, 2002). 

Research has shown that reputation plays a significant role in improving other firm level 

outcomes such as attraction of investors (Milgrom & Roberts, 1986), job seekers’ perception 

(Turban & Cable, 2003), and protection against competition (Bromley, 1993). Resource Based 

View (RBV) scholars have also shown that reputation is a valuable intangible resource 

(Fombrun, 2001; Rindova, Williamson, & Petkova, 2010). Evidence from the marketing 

literature suggests that a good reputation supports and enhances sales force effectiveness, new 

product introductions (Dowling, 2001; Roberts & Dowling, 2002), intention to purchase 

(Caruana & Ewing, 2010), and positive word of mouth behavior (Fombrun & van Riel, 1997; 
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Walsh, Mitchell, Jackson, & Beatty, 2009). On one hand, economic perspectives suggest that a 

firm’s reputation acts as a signal that reduces uncertainty about the firm’s ability to deliver 

quality products or services (Pfarrer, Pollock, & Rindova, 2010; Williamson, King Jr, Lepak, & 

Sarma, 2010). On the other hand, institutional theory suggests that a firm’s reputation reflects the 

positive social standing of an organization and enhanced firm’s recognition among its 

stakeholders (Pfarrer, Pollock, & Rindova, 2010; Williamson, King Jr, Lepak, & Sarma, 2010). 

Due to this external recognition based on economic attributes, product quality and social 

standing, external stakeholders will have several expectations regarding the behavior of these 

firms (Fombrun & Shanley, 1990; Brammer & Pavelin, 2006; Fombrun, 1996; Chandler, 

Haunschild, Rhee, & Beckman, 2013). As a consequence, CEOs of these firms feel pressure to 

maintain the celebrity status of their firms and therefore take certain initiatives in the favor of 

broader societal issues (Rindova, Pollock, & Hayward, 2006; Pfarrer, Pollock, & Rindova, 

2010).  

CEOs of highly reputed firms are more likely to identify themselves with their firm 

compared to the CEOs of less reputed firms. In fact, social identity theory postulates that an 

individual’s identity at work is derived through a process of identification, as people define 

themselves and enable others to define them based on the groups to which they belong (Tajfel, 

1982; Ashforth & Mael, 1989; Hogg, 2003; Miscenko & Day, 2016). Due to social 

categorization, individuals seek to achieve or maintain self-esteem by positively differentiating 

their in-group from an out-group on some valued dimensions (Haslam & Ellemers, 2005). 

Specifically, a CEO tends to identify more intensively with an organization that he or she 

considers as well regarded by external stakeholders (Mael & Ashforth 1992; Smidts et al., 2001; 

De Roeck & Delobbe, 2012). Bhattacharya and Sen (2004) noted that individuals are more likely 
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to identify with a group “when they perceive its image to be salient, prestigious, and capable of 

enhancing their self-esteem”. This perceived external prestige results high level of organizational 

identification thereby CEOs may view their organization favorably than those with low levels of 

organizational identification (Tyler & Blader, 2000; Lin et al., 2017). As CEOs identify 

themselves with organization, they will not only be motivated to step outside the bounds of their 

formally defined roles (Rich et al., 2010), but also will view such acts as a natural part of their 

role (Matta et al., 2015). Accordingly, these CEOs seek to maintain their positive distinctiveness 

(Ashforth et al., 2008) resulted from their engagement in sociopolitical issues. In addition, they 

want to protect their self-esteem through behaviors that enhance this positive distinctiveness 

among external stakeholders (Aberson et al., 2000; Farooq et al., 2017). They will thus go 

beyond what they are required to do, and speak up and take actions on sociopolitical issues 

(Story & Neves, 2015). Taken together, the above arguments lead me to hypothesize that: 

H5: Ex-ante firm reputation is positively related to CEO activism.  

2.5.6 Ex-ante Corporate Social Performance (CSP) and CEO Activism 

Companies not only have economic and legal obligations but also have certain 

responsibilities that extend beyond those obligations, though these are not spelled out (Carroll, 

2015). Firms fulfil those responsibilities by engaging in CSP activities that go beyond the 

financial interests of the firm and appear to further some social goods (McWilliams & Siegel, 

2001). One important factor that affects the propensity of CEOs to engage in CSP is the extent to 

which they believe such behavior is critical for the success and survival of the business (Shafer et 

al., 2007: 270). The implementation of proactive CSP activities in the past will motivate CEOs to 

take further actions on broader societal issues and challenges (Turban & Greening, 1997; 

Valentine & Fleischman, 2008). In other words, they will take part in broader societal issues a 
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natural progression or extension of their past commitment to CSP. They will make a special 

effort to integrate concerns for other stakeholders in their policies and decisions (Carroll, 2015). 

CEOs establish the image of their organization through their perception of how outsiders see 

their firm (Kim et al., 2010). In particular, they form perceived external prestige through outside 

information sources such as customers’ response, reference groups, word of mouth, publicity, 

and media reports (Smidts et al., 2001; Kim et al., 2010). Consequently, they pay great attention 

to CSP initiatives because these societal actions are used by outsiders to make character 

judgments about the organization’s reputation and, by association, that of its decision makers 

(Dutton & Dukerich, 1991; De Roeck & Delobbe, 2012). If a firm has historically been engaging 

in more CSP activities, the CEO will believe that his/her organization is externally more 

prestigious than its competitors. Since CEOs of externally prestigious firms will enjoy better 

outside career opportunities and greater bargaining power (Milbourn, 2003; Cai, Jo, & Pan, 

2011), they want to enhance firms’ external prestige by engaging in broader societal issues in 

addition to traditional CSP activities.  

As Pratt (1998) suggests, employees of organizations that are associated with a specific 

vision or social cause- in this case prior CSP activities- may have increased organizational 

identification because they feel more connected to the organization than typical affiliation would 

predict (Glavas & Godwin, 2013). Past CSP efforts provide ‘externally visible and recognizable 

symbols that the organization is attractive, benevolent, and distinctive’ (Farooq et al., 2017). 

Such efforts thus communicate the underlying character of the company (Bhattacharya & Sen, 

2004; Korschun et al., 2017). As a result, CEO will believe that his/her engagement in broader 

societal issues will be perceived unique by external stakeholders (Glavas & Godwin, 2013). 

Supporting these arguments, empirical studies consistently showed a positive relationship 
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between perceived external prestige and employees’ organizational identification (Fuller et al., 

2006; De Roeck & Delobbe, 2012; Brammer et al., 2015). For instance, based on a sample of 

multinational corporations in the telecommunications sector, Brammer et al. (2015) found that 

CSP helps meet employees’ relational and psychological needs. In a study among health care 

employees, Fuller et al. (2006) established that the visibility of an organization is associated with 

perceived external prestige that in turn is related to organizational identification. Due to this CSP 

driven organizational identification, CEOs want to improve firm reputation by engaging in 

broader societal issues. Though there are some inconsistencies in findings, majority of the prior 

CSP research demonstrate that CSP initiatives lead to improved firm performance (McGuire, 

Sundgren, & Schneeweis, 1988; Mishra & Suar, 2010; Lins, Servaes, & Tamayo, 2017; Saeidi, 

Sofian, Saeidi, Saeidi, & Saaeidi, 2015; Malik, 2015). Due to the prior investment in CSP, both 

internal and external stakeholders will think that the CEO was not only able to achieve the 

primary goal of achieving better performance, but was also able to meet the secondary objective 

of accomplishing this goal in a socially responsible way (Hubbard, Christensen, & Graffin, 

2017). Board members will positively evaluate the CEO as a result of the approval of these 

nonfinancial stakeholders (Hubbard, Christensen, & Graffin, 2017). Such positive evaluation will 

motivate CEO to engage in broader societal issues even if these issues are not directly related to 

the core of his/her business. I thus suggest:  

H6: Ex-ante corporate social performance is positively related to CEO activism. 

2.5.7 Corporate Political Activity and CEO Activism 

Corporate political activity (CPA), is a component of firm non-market strategy that 

captures the policies, processes and practices used by a firm to manage its institutional or societal 

context of economic competition (Boddewyn, 2003; Lux, Crook, & Woehr, 2011; Den Hond, 
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Rehbein, de Bakker, & Lankveld, 2014). Most of the firms use CPA to deliberately ‘influence 

governmental policy or process’ (Getz, 1997: 32-33). Firms try to influence the outcomes of 

electoral, legislative, or regulatory processes in an anticipation of fulfilling their own internal 

goals (Baysinger, 1984; Den Hond, Rehbein, de Bakker, & Lankveld, 2014). Although scholars 

agree that CPA entails several tactics, no uniform classification exists in the literature (Hillman 

& Hitt, 1999). For instance, Getz (1993) categorizes firm political activities into seven broad 

categories: lobbying, reporting research results, reporting survey results, testifying at government 

hearings, legal actions, personal service, and constituency building. All these tactics help firms 

gaining access to influential stakeholders and ultimately influence policy outcomes (Hillman, 

Zardkoohi, & Bierman, 1999). While some scholars have examined particular political tactics, 

such as contributions to political action committee, lobbying, advocacy advertising, or grassroots 

mobilization, some others have focused on strategies used to influence different stages of the life 

cycle of a specific political issue (Hillman & Hitt, 1999: 827). There are a number of reasons 

why CPA is associated with CEO activism. First, effective CPA can result in higher legitimacy 

for firms (Oliver & Holzinger, 2008). With the help of this legitimacy, CEOs can develop good 

relationships with key stakeholders such as regulators, the media, and the public at large (Oliver 

& Holzinger, 2008; Den Hond, Rehbein, de Bakker, & Lankveld, 2014). Due to this strategically 

important social network, these CEOs are more likely be confident when they speak out on 

broader societal issues. Second, as I highlighted in the previous CSP hypothesis, CPA also 

impacts firm’s reputation. The firm’s engagement in CPA sends unique signals about a firm’s 

character, and makes the firm more visible among its external stakeholders (Dowling & Moran, 

2012; Den Hond, Rehbein, de Bakker, & Lankveld, 2014). In other words, by engaging in CPA, 
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the firm signals its strategic intent regarding its interest in broader societal issues. I propose that 

such signaling encourages greater CEO activism. 

Finally, a firm can gain a variety of benefits by engaging in CPA ranging from enhanced 

firm performance (Hillman, Keim, & Schuler, 2004) and positive investors’ reaction (Werner, 

2017) to reduced uncertainty (Hillman, Zardkoohi, & Bierman, 1999). For instance, using an 

event-study analysis, Hillman, Zardkoohi, and Bierman (1999) demonstrated that firm linkages 

(having a firm representative serve in a political capacity) with the government positively affect 

firm value. Based on a meta-analysis, Lux, Crook, and Woehr (2011) found that CPA is 

positively related to firm performance. Apart from firm performance, CPA has been shown to 

have positive impact on investors’ reaction (Werner, 2017). Due to enhanced firm performance 

and positive investors’ reaction, organizational stakeholders including board of directors will 

positively evaluate CEO engagement in non-business issues. Such positive evaluation will 

motivate CEO to engage in broader societal issues in addition to traditional corporate political 

activities. Together, these arguments lead me to the following hypothesis: 

H7: The level of corporate political activity is positively related to CEO activism. 

2.5.8 Level of Industry Regulation and CEO Activism 

Regulation affects the competitive dynamics of a specific industry (Mahon & Murray, 

1981; Hillman, Cannella, & Paetzold, 2000). One of the major roles of regulators is to ensure the 

safety of products and services offered by regulated firms (Booth, Cornett, & Tehranian, 2002). 

Additionally, regulators are also responsible for monitoring the policies and practices of 

businesses with the expressed purpose of aligning them to public interests. In highly regulated 

industries, regulatory agencies control prominent strategic actions by limiting market entry and 

exit, setting prices and profit levels, and imposing constraints on rivalry (Hillman, Cannella, & 
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Paetzold, 2000). Most of the planning and decision-making functions are shifted away from 

firms’ leaders to the public officials in highly regulated firms (Lang & Lockhart, 1990; Pugliese, 

Minichilli, & Zattoni, 2014). Major strategic initiatives require negotiation or approval of the 

regulatory body and thus fewer strategic alternatives will be available for the firms (Pugliese et 

al., 2014; Lang & Lockhart, 1990). This will make CEO activism less relevant for the success of 

the firm in highly regulated industries. Research has shown that industry regulation can affect 

board composition, board interlocks (Boyd, 1995), leadership structure (Hillman, Cannella, & 

Paetzold, 2000), board task performance (Pugliese et al., 2014), and monitoring of managerial 

actions (Booth, Cornett, & Tehranian, 2002). If firms operating in highly regulated industries do 

not comply with established rules and regulations, they are more likely to incur regulatory 

sanctions (fines) and litigation costs (Pugliese et al., 2014). As organizational theory scholars 

have pointed out (Pfeffer & Salancik, 1978; Hillman et al., 2009), the level of regulatory 

constraint has important implications for CEO succession. 

 In this dissertation, I propose that firms operating in highly regulated industries are more 

likely to appoint a non-activist-CEO, who do not engage in controversial sociopolitical issues 

that are not related to the firm’s core business, rather than an activist-CEO. By doing so, they 

expect reduced threat of any legal action against the firm (Pfeffer, 1972; Pugliese et al., 2014). 

On the other hand, less regulated firms are subject to more intense competition due to the lack of 

regulation (Becher & Frye, 2011; Pugliese et al., 2014). These firms require greater managerial 

effort to improve performance (Becher & Frye, 2011). In addition, compared to highly regulated 

firms, less regulated firms experience increased managerial discretion (Becher & Frye, 2011). 

This increased managerial discretion will allow CEOs to actively take part in broader societal 

issues.   
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Unlike highly regulated firms, less regulated firms struggle to gain their legitimacy, as 

they do not have any formal link to the government (Hillman, Cannella, & Paetzold, 2000). 

Activist-CEOs can bring valuable resources to their firms through their connections to broad 

stakeholder groups (Pugliese et al., 2014). These resources help the firm better manage 

environmental uncertainty and ensure better performance. Accordingly, I argue that firms in less 

regulated industries are more likely to hire/retain the activist-CEOs. Given these arguments, I 

propose the following hypothesis:  

H8: The level of industry regulation is negatively related to CEO activism. CEOs are less 

likely to be activists among firms operating in highly regulated industries. 

 

2.5.9 Intensity of Consumer Activism and CEO Activism 

In addition to level of industry regulation, intensity of consumer activism can also serve 

as an important industry level predictor of CEO activism. Broadly speaking, there are two 

components of consumer activism: consumer boycott and consumer buycott. While consumer 

boycott refers to “an attempt by one or more parties to achieve certain objectives by urging 

individual consumers to refrain from making selected purchases in the marketplace” (Friedman, 

1985: 97), consumer buycott can be understood as an “attempt to induce shoppers to buy the 

products or services of selected companies in order to reward them for behavior which is 

consistent with the goals of the activists” (Friedman, 1996: 440).  In other words, while 

consumer boycott events aim to punish firms for their perceived “misdeeds”, consumer buycott 

events intend to reward firms for their perceived “good deeds” (Friedman, 1996: 440). With their 

increased prominence in the global economy, large companies have become the subject of 

consumer activism (Spar & La Mure, 2003). Research in the marketing literature, has shown that 

firms take such activisms seriously and that many of them respond to the pressures from boycott 
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events, and benefit from the support from buycott events (Spar & La Mure, 2003: 83). However, 

addressing the interests of one group of stakeholders may result in neglecting or defying the 

interest of another group (Fiss & Zajac, 2006: 1177). CEO activism, especially CEO’s 

engagement in highly polarizing issues, has a potential to isolate some consumer groups while 

attracting activist groups (Dodd & Supa, 2014). Nevertheless, certain group of consumers might 

have more expectations than others regarding the CEOs’ involvement in sociopolitical issues. 

Organization creates shared views with consumers about its values and standards (Dodd 

& Supa, 2014). For instance, Nalick, Josefy, Zardkoohi, and Bierman (2016) suggest that once 

an executive takes stance on a specific issue, activist groups will expect that he/she supports 

other issues as well. As a consequence, activist groups might consistently target these CEOs. 

Korschun et al. (2017) argue that consumers develop expectations based on the perceived values 

and motives of the company. Based on a field experiment, the authors showed that for companies 

that claim to be guided by concern for performance, consumers show negative purchase intention 

for taking a stand on political issues. However, the opposite effect holds for companies that 

claim to be guided by a set of values, as consumers have higher expectations that these 

companies take a stand on political issues. Due to these expectations, CEOs are morally obliged 

to take part in broader societal issues. Past literature has shown that engagement in broader 

societal issues result positive firm outcomes when firm addresses issues important to salient 

consumers, and when firm’s stances resemble those of consumers (Brammer & Millington, 2008; 

Mellahi, Frynas, Sun, & Siegel, 2016; Dodd & Supa, 2014). For example, using the theory of 

planned behavior, Dodd and Supa (2014) examine how the congruence or incongruence of 

consumer attitudes toward sociopolitical issues (gay marriage, health care reform, and 

emergency contraception) with organizational stances impact consumers’ purchase intention. 
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The authors find that the greater alignment with a corporate stance results in greater purchase 

intentions; whereas lesser alignment with a corporate stance results in lesser purchase intentions. 

Political consumers purchase a product based on their political and ethical considerations (Stolle, 

Hooghe, & Micheletti, 2005). These consumers choose to boycott or buycott a certain product 

with an aim of changing institutional or market practices (Stolle, Hooghe, & Micheletti, 2005). 

Briscoe, Chin, and Hambrick (2014) argue that when considering whether to target a certain 

firm, activist groups consider a CEO’s personal belief and ideological bent in evaluating the 

possible resistance and reprisal. The authors empirically show that the more politically liberal 

CEOs increase the likelihood of employee activism within the company. Thus, in addition to 

considering political beliefs of their consumers, CEOs also need to be aware of how their stance 

on controversial issues of the day will be perceived by their consumers in light of their prior 

statements (Korschun et al., 2017). Aforementioned evidences suggest that intensity of consumer 

activism impacts CEO position on sociopolitical issues. Accordingly, I propose the following 

hypothesis: 

H9: The intensity of consumer activism (in the form of boycotts) is positively related to 

CEO activism. 

2.6 Methodology 

2.6.1 Sample and Data Sources 

In order to test the above hypotheses, I chose to examine firms listed in the Standard & 

Poor’s 500 index during the period 2008-2017. Since the trend of CEO activism has become 

more prevalent following the rise of the “tea party movement” in 2009 - a conservative political 

movement in the United States (BBC, 2010), I chose 2008 as the onset of my sampling window. 

I exclusively focused on S&P 500 index since firms listed in this index represent diverse set of 
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industries in the manufacturing and service sectors, with a significant impact on the U.S. 

economy. Availability of data on various variables of interest is another benefit of using S&P 

500 firms. 

In constructing the study’s sample, I used the following criteria. First, some of the firms 

in my sample consist of two or more than two CEOs in a specific year during the sampling 

window. For sample firms that experienced CEO turnover in a specific year during my sampling 

window and therefore had more than one CEO, I selected the CEO with the highest tenure. In 

case of equal tenure of two or more CEOs, I selected the predecessor as the strategies pursued by 

a CEO might last longer even after he/she left the firm. Finally, the firms led by these CEOs 

were examined for the availability of data on the study’s variables.  

I utilized multiple sources to collect data on CEO verbal and action-oriented activism. I 

used the U.S. newspaper universe found in the Lexis Uni database ranging from January 1, 2008 

to December 31, 2017 to collect data related to CEO verbal activism. Because I have used all the 

U.S.-based newspapers sources available in Lexis Uni database, I expected a systematic and 

comprehensive coverage of news related to CEO activism. I used ‘duplicate’ option in case of 

high similarity in newspaper content to avoid including multiple news items on the same issue. 

Second part of my data search has focused on action-oriented CEO activism. Data on this 

variable was collected from sample firms’ websites and other internet sources such as Lexis Uni, 

Bloomberg CEO’s profile, Fortune news, and Google advanced search. I utilized several data 

sources including Compustat - Capital IQ, BoardEx, KLD, ExecuComp, and Mergent Online to 

collect data on my independent and control variables. 
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Propensity Score Matching 

Since CEO activism is a relatively new phenomenon that does not occur frequently, it is 

infeasible to employ a random sampling technique. However, simply comparing the mean 

difference of the outcome variables, in this case activist-CEOs and non-activist-CEOs, typically 

leads to biased estimators, because the distributions of the independent variables in the two 

groups may differ (Li, 2013). One possible solution to this problem could be a matched-pair 

design. Given the potentially limited number of activist-CEOs, exact matches might not be easily 

available. Thus, I used propensity score matching (PSM) technique (Rosenbaum & Rubin, 1983; 

Li, 2013), which allows for efficient matching of treatment and control (also known as 

counterfactual) sample (Rosenbaum & Rubin, 1983). Although PSM has been widely used in 

other fields such as economics (Dehejia &Wahba, 1999), finance (Campello, Graham, & Harvey, 

2010), and political science (Arceneaux, Gerber, & Green, 2006), it has generally been 

overlooked by management scholars (Li, 2013: 189). Recently, however, management scholars 

are increasingly using this technique in their research designs (Boivie, Graffin, Oliver, & 

Withers, 2016). 

PSM technique matches observations from treatment and counterfactual samples on 

several dimensions using the estimated likelihood of receiving treatment (Shipman, Swanquist, 

& Whited, 2016: 213). In my study, activist-CEOs led firms are the treatment group while non-

activist-CEOs led firms are considered counterfactuals. PSM matches based on a “propensity 

score”- defined as the probability that the activist-CEO in the treatment group is conditional on 

the observed firm variables (Hope, Thomas, & Vyas, 2011). As a first step of PSM, theoretically 

meaningful covariates that can reduce selection bias should be chosen (Li, 2013). I used the 

following six covariates that predict CEO activism: firm performance, firm age, firm size, CEO 
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gender, CEO founder status, and Fama & French industry groups. I estimated a probit model to 

generate propensity scores for my sample. I used the “psmatch2” user written command in Stata 

14 to identify an appropriate non-activist-CEO for each activist-CEO. All these six predictors 

were lagged by one year (t-1) from outcome variable (CEO activism). I utilized nearest-neighbor 

matching (one to one matching) without replacement, which allowed me to match each activist-

CEO (treatment) to the non-activist-CEO (counterfactual) with the closest propensity score 

(Boivie et al., 2016: 1690). The propensity scores generated following this process yielded 178 

unique matched pair firms (89 firms with activist-CEOs and 89 firms without activist-CEOs). 

Because many firms’ CEOs made more than one comment during the sampling window, my 

final sample consisted of 420 observations (220 observations representing CEO activism and 220 

observations from non-activist-CEOs). The unit of analysis in my study is firm-activism-year. It 

should be noted that some activist-CEOs made more than one comment at various times in the 

sampling window. For instance, Apple’s CEO Timothy D. Cook and JPMorgan Chase’s CEO 

James Dimon made sixteen and fourteen comments respectively during the sampling window. 

On the other hand, Allergan’s CEO Brenton L. Saunders and Quest Diagnostics’s CEO Stephen 

H. Rusckowski made only one comment during the sampling window. If a CEO made more than 

one comment in a particular year, it was considered one observation. However, since I used 

frequency of CEO activism as my dependent variable, I counted the number of comments made 

by a CEO in a particular year to measure CEO activism.  

Endogeneity Issues 

Since the presence of an activist-CEO in a firm may not be randomly determined, there is 

a possibility of sample-induced endogeneity in the proposed relationships (Certo, Busenbark, 

Woo, & Semadeni, 2016). By adopting propensity score matching technique, I addressed the 
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possible bias due to endogeneity concerns (Boivie, Graffin, Oliver, & Withers, 2016; Hamilton 

& Nickerson, 2003; Certo et al, 2016). This technique addressed the sample-induced endogeneity 

issue by allowing me to isolate the treatment condition (selection of activist-CEO) from control 

condition (selection of non-activist-CEO) (Boivie, Graffin, Oliver, & Withers, 2016). In addition 

to sample induced endogeneity, there could be another endogeneity resulted from simultaneous 

causality of independent and dependent variables (Certo et al, 2016). For instance, CEO activism 

may lead to CEO celebrity status and vice-versa. I addressed this issue of simultaneous causality 

by lagging all independent and control variables by one year (Adams, Almeida, & Ferreira, 

2009). 

2.6.2 Measures 

Dependent Variable: The dependent variable examined in this study is CEO activism. I 

used both verbal and action-oriented activism in this dissertation. I operationalized CEO verbal 

activism in terms of the number of controversial comments they made during the sampling 

window. In particular, I counted the number of political, social, environmental and economic 

comments made by a CEO during my sampling window. The original list of articles was 

determined by newspapers containing the name of an individual CEO. To find relevant news 

items, I searched all U.S. based news sources that include any of these subjects: 1) Law and legal 

system 2) International relations and national security 3) Government 4) Election and Politics 5) 

Immigration 6) Human Rights 7) Sex and Gender issues 8) Race 9) Religion and spirituality 10) 

Environment and natural resources/climate change 11) Taxation 12) Healthcare system. I believe 

CEO’s involvement on any of these activities is distinct from non-market strategy, strategic 

CSR, and other kinds of corporate engagement with the public sphere (Chatterji & Toffel, 2017). 

Consistent with Billings, Geronimo Terkla, and Reid (2009) and Cha, Abebe, and Dadanlar 
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(2018), I collected data on action-oriented activism- which is typically referred to as CEO civic 

engagement- on three different categories: local community-based activities, social issue-

oriented engagement and political engagement. I operationalized CEO action-oriented activism 

in terms of number of social and political activities they engage in. Specifically, I counted CEO 

engagement in each of the following three areas: local community-based activities, social issue-

oriented engagement and political engagement (Billings, Geronimo Terkla, & Reid, 2009; Cha, 

Abebe, & Dadanlar, 2018).  

Independent Variables: In this essay, I examined nine independent variables, which are 

CEO celebrity status, CEO power, CEO political engagement, CEO gender, ex-ante firm 

reputation, ex-ante firm corporate social performance, corporate political activity, level of 

industry regulation, and intensity of consumer activism. CEO celebrity status was measured as a 

binary variable. I identified CEO celebrity status based on the prestigious awards they received 

(Shi, Zhang, & Hoskisson, 2017). I utilized following sources to collect data on CEO awards: 

Forbes Magazine America's Top 20 Favorite Bosses, The Most Influential CEOs of All 

Time from Ranker Online, Celebrity Net Worth Website, Business Insiders’ Most Loved Top 

CEOs List, Annual Best CEOs awards given by comparably.com accessed from USA Today, 

CEO Magazine, and Executives’ Wikipedia Profile. If a sample CEO has received at least one 

prestigious award, I coded it as “1” and “0” otherwise. I measured CEO power utilizing three 

power dimensions: structural, expert, and ownership power. Data on CEO power was collected 

from ExecuComp. CEO duality was used to capture a CEO’s structural power. CEO duality 

represents a situation where a CEO is also the chairperson of the board of directors (Finkelstein, 

1992). If a CEO is also a chairperson of the board of directors, I coded it as “1” and “0” 

otherwise (Boyd, 1995; Daily & Dalton, 1994). Similarly, I measured ownership power as the 
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percentage of a firm’s share owned by a CEO (Finkelstein, 1992). Finally, I operationalized 

expert power in terms of CEO tenure, as prior research suggests that CEOs’ power increases with 

their tenure (Finkelstein & D’Aveni, 1994; Lewis, Walls, & Dowell, 2014). I first standardized 

all these power dimensions and then averaged these dimensions to create a CEO power index 

(Chin, Hambrick, & Trevino, 2013). 

I measured CEO gender using a binary coding with a value of “1” for firms led by female 

CEOs and “0” for firms led by male CEOs. Firm reputation also was operationalized as a binary 

variable. Fortune Global Most Admired Companies list was utilized to measure firm reputation 

(Brown & Perry, 1994; Cheng, Liu, McConnell, & Rosenblum, 2017). This ranking is based on a 

survey among executives, directors, and analysts who rate enterprises in their own industry on 

nine criteria such as investment value, quality of management and products, social responsibility, 

and ability to attract talent (Fortune, 2019). If a sample company is ranked at least once in the top 

50 in Fortune Global Most Admired Companies lists between 2008 to 2017, it was coded as “1” 

and “0” otherwise. Consistent with Waddock and Graves (1997), McWilliams, Siegel, and 

Wright (2006), Ramchander et al. (2012), and Shiu and Yang (2017), I used Kinder, Lydenberg, 

Domini & Co. (KLD) database (now known as MSCI) to collect data on both corporate social 

performance, and corporate environmental performance. KLD database provides annual data set 

of environmental, social, and governance (ESG) performance indicators since 1991. Specifically, 

it provides ESG rating of 6400 companies worldwide based on their exposure to industry specific 

ESG risks and their ability to manage those risks relative to peers. According to MSCI ESG 

Research manual (2015), social and environmental performance indicators are scored by a 

simple binary scoring model: i) If a company meets the assessment criteria established for an 

indicator, it is rated with a “1”, ii) If a company does NOT meet the assessment criteria 

http://www.kld.com/
http://www.kld.com/
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established for an indicator, then this is signified with a “0”, iii) If a company has not been 

researched for a particular indicator, then this is signified with a “NR” (Not Researched). For the 

purposes of my study, I used a difference CSR score for each firm by subtracting the negative 

social and environmental performance indicators from the positive indicators.  

I operationalized corporate political activity in terms of firm level political donations 

(Cooper, Gulen, & Ovtchinnikov, 2010). To measure this variable, I collected data on corporate 

level donation for every even year during my sampling window. This data was collected from 

Center for Responsive Politics (opensecret.org), which provides federal campaign contributions 

and lobbying information based on the data released by Federal Election Commission (FEC). As 

mentioned by Centre for Responsive Politics (2018), firm level data reflect donations from 

employees of the organization, its Political Action Committee (PAC) and in some cases its own 

treasury. These totals include all campaign contributions to federal candidates, parties, political 

action committees (including super PACs), federal 527 organizations, and Carey committees. 

Similarly, I operationalized CEO political engagement in terms of CEO total political donation, 

which includes donations to party, political action committees (PACs), and candidates. This data 

was collected for each presidential election during the sample window.  

Level of industry regulation was measured as a binary variable. I coded highly regulated 

industries with a value of “1” and “0” otherwise. I utilized Coates’s (2012) mapping of regulated 

industries that has recently been used in the area of corporate governance (Werner, 2017). In 

particular, Coates’s (2012) mapping identifies the following Fama-French 48 industries as 

regulated: alcohol, tobacco, drugs, aircraft, guns, gold, oil, utilities, telecom, transportation, 

banks, insurance, and finance. I measured the intensity of customer activism as a count variable. 

Specifically, I counted how many times a firm has been targeted with consumer boycott event 
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during sample period. I used multiple sources such as the Ethical Consumer Boycott list 

(www.ethicalconsumer.org), Lexis Uni, twitter hashtags, and Google advanced search to collect 

data on consumer boycott.  

Control Variables: I controlled for four organizational (firm past performance, firm size, 

firm age, and organizational slack), two governance (board size, and board independence), and 

one industry (Fama & French industry categorization) variables that might be related to the 

dependent variable (CEO activism). Research has shown that firms with better financial 

performance are more likely to engage in non-market strategies (Tang et al., 2015). As some of 

the non-market strategies are closely related to the issues raised by activist-CEOs, financial 

performance might also impact CEO activism. I used return on assets (ROA) to measure firm 

past performance (Shen & Cannella Jr, 2002). As CEO activism is more likely to occur in larger 

firms, I controlled for firm size. Firm size was measured as the natural logarithm of the firm’s 

total number of employees (McDonnell & Werner, 2016). Compared to younger firms’ CEOs, 

older firms’ CEOs are more likely to engage in some form of activism. Firm age was measured 

as number of years since firm’s incorporation year (Tang et al., 2015), and transformed into 

logarithmic value. Similarly, organizational slack has been shown to affect firm’s engagement in 

non-market strategies such as CSR (Wang & Qian, 2011). Thus, it is likely to impact CEO 

activism as well. Organizational slack was measured as the firm’s debt to equity ratio. 

Independent directors are likely to affect the degree of CEO activism since independent directors 

are expected to exercise their monitoring responsibilities and try to limit CEO activism. I 

measured this variable as the ratio of outside directors to total number of directors (Rosenstein & 

Wyatt, 1990). Apart from board independence, I also controlled for board size, which was 

measured by counting the number of board members for each firm (Chikh & Filbien, 2011). I 
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controlled for firm industry membership as CEOs in certain industries might exhibit more 

activism than those in other industries. I utilized Fama & French industry groups to code firm 

industry membership (Werner, 2017). I added year fixed effect in my model to accommodate for 

the effect of time in the empirical analyses. All of these control variables except industry 

membership and year fixed effect were lagged by one year. Data on control variables was 

collected from several sources including Compustat - Capital IQ, BoardEx, and Mergent Online. 

In particular, data on firm level control variables- firm performance, firm size, and organizational 

slack- was collected from Compustat- Capital IQ. Similarly, data on firm age was collected from 

Mergent Online. Data on governance variables- board independence and board size- was 

collected from BoardEx. Data on Fama & French industry classification was collected from 

Kenneth R. French’s webpage available on Dartmouth College’s website. The above discussed 

definitions, operationalizations, and data sources of predictor, outcome, and control variables are 

summarized below in Table 2.7.
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Table 2. 7: Summary of Variable Operationalizations 

Variables Definition Operationalization Data Sources Years measured 

CEO activism CEOs’ publicly expressed 

opinions and their action oriented 

personal engagement on 

sociopolitical issues 

CEOs’ comments on controversial 

sociopolitical issues as well as their 

personal engagement in local 

community-based activities, social 

issue-oriented activities and 

political activities. It was measured 

as a count variable. 

Lexis Uni database, twitter, Facebook 

status, YouTube video, Wikipedia CEO’s 

profile, Bloomberg CEO’s profile, Fortune 

news, and Google advanced search, and 

Sample firm website  

2008-2017 

CEO celebrity 

status 

“The extent to which a CEO 

elicits positive emotional 

responses from a broad public 

audience (Lovelace, Bundy, 

Hambrick, & Pollock, 2018: 421). 

If a sample CEO has received at 

least one prestigious award, it was 

coded as “1” and “0” otherwise. 

Different websites including Forbes 

Magazine America's Top 20 Favorite 

Bosses, The Most Influential CEOs of All 

Time from Ranker online, Celebrity Net 

Worth Website, Business Insiders’ Most 

Loved Top CEOs List, Annual Best CEOs 

awards given by comparably.com accessed 

from USA Today, CEO Magazine, and 

Executives’ Wikipedia Profile 

2007-2016 

CEO power  “Capacity of individual actors to 

exert their will” (Finkelstein, 

1992: 506). 

Three power dimensions 

(structural, expert, and ownership 

power) was standardized first and 

then averaged to create a CEO 

power index (Chin, Hambrick, & 

Trevino, 2013). 

 

ExecuComp 2007-2016 

CEO political 

engagement 

“Manifestations of underlying 

values” of a CEO (Chin, 

Hambrick, & Trevino, 2013: 203) 

CEO total political donation 

(donations to party, political action 

committees (PACs), and candidates 

Centre for Responsive Politics 

(opensecret.org) 

2007-2016 

CEO gender Gender of a CEO (male versus 

female) 

It was coded as a binary variable 

with a value of “1” for female and 

“0” for male. 

ExecuComp 2007-2016 

Ex-ante firm 

reputation  

“A perceptual representation of a 

company’s past actions and future 

prospects that describe the firm’s 

overall appeal to all its key 

constituents when compared to 

If a sample company is ranked at 

least once in the top 50 in Fortune 

Global Most Admired Companies 

lists over the interval of 2008 to 

2017, it was coded as “1” and “0” 

otherwise. 

Fortune Global Most Admired Companies 

list from Fortune website  

2007-2016 
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other leading rivals” (Fombrun, 

1996: 72) 

Ex-ante firm 

corporate social 

performance 

Firm “action that appears to 

advance some social good, 

beyond the interests of the firm 

and beyond that which is required 

by law” (McWilliams & Siegel, 

2001: 117) 

Negative social and environmental 

performance indicators were 

subtracted from positive social and 

environmental performance 

indicators to get a single indicator 

MSCI database (formerly known as KLD 

and GMI) 

2007-2016 

Corporate 

political activity 

“Corporate attempts to shape 

government policy in ways 

favorable to the firm” (Hillman, 

Keim, & Schuler, 2004: 838) 

Firm level political donations (all 

campaign contributions to federal 

candidates, parties, political action 

committees (including super 

PACs), federal 527 organizations, 

and Carey committees) 

Centre for Responsive Politics 

(opensecret.org) 

2007-2016 

Level of 

industry 

regulation 

A measure of degree of industry 

regulation 

Highly regulated industries were 

coded as “1” and “0” otherwise 

based on Coates’s (2012) mapping 

that identifies the following Fama-

French 48 industries as regulated: 

alcohol, tobacco, drugs, aircraft, 

guns, gold, oil, utilities, telecom, 

transportation, banks, insurance, 

and finance. 

Compustat- Capital IQ 2007-2016 

Intensity of 

consumer 

activism 

Various strategies taken by 

consumers “to influence firms' 

actions” (Rowley & Moldoveanu, 

2003: 204) 

Measured in terms of number of 

consumer boycott events. How 

many times a firm has been 

targeted with consumer boycott 

during sample period was 

examined. 

www.ethicalconsumer.org, Lexis Uni, 

twitter hashtags, Google advanced search, 

and www.forbes.com 

2007-2016 

Firm 

performance 

Whether a firm fulfills its 

financial goals 

Return on assets (ROA) Compustat- Capital IQ 2007-2016 

Firm size A broad measure of size of a firm  Natural logarithm of the firm’s total 

number of employees (McDonnell 

& Werner, 2016) 

Compustat- Capital IQ 2007-2016 

Firm age  Number of years since firm’s 

incorporation year  

Natural logarithm of number of 

years since firm’s incorporation 

year 

Mergent Online 2007-2016 

http://www.forbes.com/
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Organizational 

slack  

“The cushion of actual or 

potential resources which allows 

an organization to adapt 

successfully to internal pressures 

for adjustment or to external 

pressures for change in policy, as 

well as to initiate changes in 

strategy with respect to the 

external environment” 

(Bourgeois, 1981: 30) 

Firm’s debt to equity ratio Compustat- Capital IQ 2007-2016 

Board size Number of total board members Number of total board members on 

each firm’s board 

BoardEx 2007-2016 

Board 

independence 

Number of outside board 

members who do not engage in 

day-to-day firm operations  

Ratio of outside directors to total 

number of directors 

BoardEx 2007-2016 

Fama & French 

industry 

categorization  

Industry categorization developed 

by Fama & French  

Nominal coding of industry 

membership based on Fama & 

French industry membership 

Kenneth R. French’s webpage available on 

Dartmouth College’s website 

2007-2016 
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2.6.3 Analytical Approach 

Given the multiple years of observations, my data represent an (unbalanced) panel 

dataset. In general, three statistical approaches- Generalized estimating equations (GEE), fixed 

effects and random effects- are used in panel regression analysis (Wooldridge, 2016; Allison, 

2005; Echambadi, Campbell, & Agarwal, 2006). These approaches have some structural 

similarities and dissimilarities in their underlying assumptions (Gardiner, Luo, & Roman, 2008). 

While random effect model assumes that the unobserved effect is uncorrelated with the 

explanatory variables in each time period, fixed effect model assumes that the unobserved effects 

are arbitrarily correlated with the explanatory variables in each time period (Wooldridge, 2016). 

Both random effect and fixed effect models calculate intra-cluster correlation by accounting 

individual- effects (Zorn, 2001). Fixed effect model accounts for only within-unit information to 

calculate estimates; however, random effect model uses both between- and within-unit 

information to calculate estimates (Certo & Semadeni 2006). On the other hand, instead of 

including individual (cluster specific) effects, GEE estimation includes intra-cluster effects, 

commonly known as intra-cluster correlation (Zorn, 2001). By adjusting covariance matrix of the 

estimated parameters, this approach accounts for non-independence observations (e.g. CEO 

activism) during the sampling window (Zorn, 2001). 

I performed specification tests to determine an appropriate statistical approach for my 

analyses. Specifically, I utilized Hausman test to accomplish this goal (Hausman, 1978). If 

Hausmann test fails to reject the null hypothesis, it suggests that random effect and fixed effect 

estimates are sufficiently close, and that the sampling variation is so large in the fixed effect 

estimates that one cannot conclude practically significant differences are statistically significant 

(Wooldridge, 2016: 444). In this situation, random effect model is used. However, if the test 
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rejects null hypothesis, random effects will be inconsistent, and thus fixed effect model is used 

(Wooldridge, 2016; Green, 2008). 

I first performed Hausman test in each of the models used in this study. Hausman test 

provides marginally significant results for Model 1 (IV= CEO Celebrity Status; Chi-Square = 

11.76; p < 0.1) and Model 5 (IV= Corporate Reputation; Chi-Square = 24.06; p < 0.1). The test 

provides statistically significant results for Model 9 (IV= Consumer Activism; Chi-Square = 

38.45; p < 0.01). However, Hausman test did not provide significant results for Model 2 (IV= 

CEO Power; Chi-Square = -290.24, n.s.), Model 3 (IV=CEO Political Engagement; Chi-Square 

= 6.55, n.s.), Model 4 (IV=CEO Gender; Chi-Square = -7.47; n.s.), Model 6 ( IV= Corporate 

Social Performance; Chi-Square = 11.69; n.s.), Model 7 (IV = Corporate Political Activity; Chi-

Square = -43.12, n.s.), and Model 8 ( IV= Industry Regulation; Chi-Square = -3.30 ; n.s.). 

Finally, I also performed Hausman test on full model by entering all independent variables of 

this study at once. The test provides marginally significant results for the full model (Chi-Square 

= 17.47; p < 0.1). Overall, the results of the Hausman test determined that while fixed effect 

models are appropriate for Model 1, Model 5, and Model 9, random effect models are 

appropriate for Model 2, Model 3, Model 4, Model 6, Model 7, and Model 8.  

Even though Hausman test suggests a combination of both fixed and random effect 

models to examine the antecedents of CEO activism, past studies in this area have used GEE 

estimation for panel data with non-independent and time invariant observations (Liang & Zeger, 

1986; Chin, Hambrick, & Trevino, 2013) such as CEO activism. My dependent variable, CEO 

activism, is highly correlated in nature, since some CEOs may repeatedly engage in 

sociopolitical issues and some others may remain silent on those issues during the sampling 

window. The method of GEE is a population- averaged approach to estimation with correlated 
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data (Zorn, 2001: 474). More specifically, GEE is useful for data with “repeated measures 

(including panel and time-series cross-section designs), data involving sequences of related 

decisions by [executives], and a range of other circumstances where conditional independence 

across observations is unlikely” (Zorn, 2001: 485). Another technique that is used in highly 

correlated longitudinal data is generalized linear mixed models (GLMM) (Allison, 2005; 

Echambadi, Campbell, & Agarwal, 2006).While GLMM is used when a study is focusing on 

specific subjects without any comparisons between or among groups, GEE is used to compare 

between and among groups (Echambadi, Campbell, & Agarwal, 2006). I used GEE rather than 

GLMM, since my sample include both activist and non-activist-CEOs based on propensity score 

matching. Thus, I employed GEE in my main analyses to explore the antecedents of CEO 

activism. I specified a Gaussian family with an identity link function and an exchangeable 

correlation structure. This approach was used by Chin et al. (2013) to examine the influence of 

CEOs’ political ideology on organizational outcomes. In all of the models, I utilized robust 

standard errors with company-level clustering to measure the statistical significance of my 

estimates (Hutton, Jiang, & Kumar, 2015: 2913).   

 In addition to my main analysis that employed population average model (i.e. GEE), I 

performed fixed effect and random effect models (not shown in the tables). Direction of 

relationships did not vary significantly from the main analysis when fixed and random effect 

models were used to examine proposed hypotheses. Furthermore, I conducted supplementary 

analyses to examine whether the findings remain robust when alternative operationalization of 

CEO activism is used. Specifically, I operationalize CEO activism as a binary measure (1= 

presence of an activist CEO; 0 = presence of a non-activist CEO) which differs from my original 

operationalization of CEO activism (i.e. frequency of CEO sociopolitical engagement).  
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Finally, I examined Variance Inflation Factor (VIF) values to test for the presence of 

multicollinearity among independent variables of this study (Hair et al., 2010). Large VIF values 

indicate a high degree of collinearity or multicollinearity among the independent variables (Hair 

et al., 2010). All of the independent and control variables have VIF scores of less than 10 with 

the highest VIF of 2.46, the lowest VIF of 1.09, and the mean VIF of 1.85. Accordingly, I 

concluded that there were no concerns of multicollinearity in my analysis. In the next section, I 

present the results of my statistical analyses. 

2.7 Results 

2.7.1 Descriptive Statistics and Correlations 

Table 2.8 below presents the means, standard deviations and correlations of the study’s 

variables. There are a number of significant correlations in the table. CEO activism has a 

significant positive correlation with CEO celebrity status (r = 0.43, p < 0.01), CEO power (r = 

0.21, p < 0.01), corporate reputation (r = 0.43, p < 0.01), consumer activism (r = 0.27, p < 0.01), 

corporate political activity (r = 0.31, p < 0.01), and corporate social performance (r = 0.19, p < 

0.05). On average, sample firms are approximately 78.95 years old. Similarly, 4.5 percent of the 

CEOs included in my sample are female. While 62.39 percent of board members included in the 

sample are outsiders, the average board size is 11.55.  
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Table 2.8: Descriptive Statistics and Correlations 

a(frequency of CEO activism measured each year); b (Coded 1 for Female CEOs and 0 for Male CEOs), c(Log-transformed total corporate donation during every 

even years); d(Log-transformed total CEO donation during every presidential election); e(Log-transformed number of employees of the sample firms measured 

every year); f(Log-transformed firm age); * p < 0.10 **p < 0.05 ***p < 0.01    

 
 

 

 

 

 

 

 

 

 
Variables Mean Std. Dev. 1 2 3 4 5 6 7 

1 CEO Activisma 0.80 1.11 1.00 
      

2 CEO Celebrity Status 0.30 0.46 0.43*** 1.00 
     

3 CEO Power 0.08 0.85 0.21*** 0.23*** 1.00 
    

4 CEO Genderb 0.05 0.21 0.03 0.13*** 0.27*** 1.00 
   

5 Corporate Reputation 0.27 0.44 0.43*** 0.56*** 0.25*** 0.00 1.00 
  

6 Industry Regulation 0.39 0.49 0.08 -0.02 0.18*** 0.02 0.01 1.00 
 

7 Consumer Activism 0.19 0.54 0.27*** 0.23*** 0.05 0.05 0.34*** -0.06 1.00 

8 Corporate Political Activityc 13.11 1.48 0.31*** 0.41*** 0.21*** 0.01 0.41*** 0.36*** 0.24*** 

9 CEO Political Engagementd 10.91 1.33 0.02 0.11** 0.09* -0.20*** 0.05 0.22*** -0.01 

10 Corporate Social Performance 6.18 4.21 0.19** 0.34*** 0.07 0.27*** 0.36*** 0.01 0.09 

11 Past Performance 0.06 0.06 -0.05 0.09* -0.05 0.04 0.16*** -0.23*** -0.02 

12 Firm Sizee 4.24 1.21 0.04 0.21*** 0.18*** 0.12** 0.35*** -0.08 0.17*** 

13 Firm Agef 4.15 0.72 -0.12** -0.18*** 0.09* 0.05 0.01 0.23*** 0.10* 

14 Organizational Slack 0.12 44.40 -0.04 0.06 0.05 0.01 0.02 -0.06 -0.01 

15 Board Size 11.55 2.13 0.05 0.05 0.04 0.07 0.15*** 0.27*** 0.15*** 

16 Board Independence 0.62 0.07 -0.08 -0.10** 0.02 0.05 -0.01 0.23*** 0.06 
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2.8: Descriptive Statistics and Correlations (contd.) 
  

8 9 10 11 12 13 14 15 16 

8 Corporate Political Activity 1.00 
        

9 CEO Political Engagement 0.36*** 1.00 
       

10 Corporate Social Performance 0.30*** 0.08 1.00 
      

11 Past Performance -0.11** -0.12** 0.08 1.00 
     

12 Firm Size 0.31*** 0.10* 0.30*** 0.19*** 1.00 
    

13 Firm Age 0.14*** 0.01 0.29*** -0.14*** 0.23*** 1.00 
   

14 Organizational Slack 0.00 -0.02 -0.08 0.03 -0.01 0.02 1.00 
  

15 Board Size 0.28*** 0.10* 0.25*** -0.19*** 0.23*** 0.29*** -0.01 1.00 
 

16 Board Independence 0.12** 0.04 0.09 -0.15*** 0.11** 0.35*** -0.02 0.55*** 1.00 

* p < 0.10 **p < 0.05 ***p < 0.01    
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2.7.2 GEE Estimation- Antecedents of CEO Activism 

The results of the Generalized Estimating Equation (GEE) analyses are presented in 

Table 2.9 below. Hypothesis 1 predicted a positive relationship between CEO celebrity status 

and CEO activism. As can be seen in Model 1, the coefficient for CEO celebrity status has a 

positive and statistically significant coefficient (β = 0.92, p < 0.01). Accordingly, CEO celebrity 

status was found to be positively related to CEO activism lending empirical support to 

hypothesis 1. Hypothesis 2 posited that CEO power is positively related to CEO activism. Model 

2 shows CEO power has a positive and statistically significant coefficient (β =0.25, p < 0.01). 

Based on this significant coefficient, it can be concluded that hypothesis 2 is supported 

indicating that CEO power is a positive predictor of CEO activism.  Hypothesis 3 proposed that 

CEO political engagement is positively related to CEO activism. The coefficient in model 3 did 

not support hypothesis 3 (β = 0.05, n.s.). Accordingly, CEO political engagement was not found 

to be a statistically significant predictor of CEO activism. Hypothesis 4 stated that CEO gender is 

negatively related to CEO activism such that female CEOs are less likely to be activist-CEOs 

compared to their male counterparts. As shown in Model 4, the coefficient for CEO gender was 

not statistically significant (β = 0.08, n.s.). Hence, hypothesis 4 did not receive empirical support.  

Hypothesis 5 predicted that corporate reputation is positively related to CEO activism. As 

reported in Model 5, the coefficient for corporate reputation was positive and statistically 

significant (β = 0.70, p < 0.01).  Hence, hypothesis 5 received empirical support indicating that 

corporate reputation is a statistically significant predictor of CEO activism. Hypothesis 6 

proposed that corporate social performance is positively related to CEO activism. As can be seen 

in Model 6, the coefficient for corporate social performance was not statistically significant (β = 

0.03, n.s.). Accordingly, hypothesis 6 did not receive empirical support. Hypothesis 7 predicted 
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that the level of corporate political activity is positively related to CEO activism. As can be seen 

in Model 7, corporate political activity predicting CEO activism has a positive and statistically 

significant coefficient (β = 0.21, p < 0.01). Accordingly, corporate political activity was found to 

be positively related to CEO activism lending empirical support to hypothesis 7. Hypothesis 8 

proposed that the level of industry regulation is negatively related to CEO activism such that 

CEOs are less likely to be activists among firms operating in highly regulated industries. As 

shown in Model 8, the coefficient for CEO gender predicting CEO activism was not statistically 

significant (β = 0.08, n.s.). Hence, hypothesis 8 did not receive empirical support.   

Finally, hypothesis 9 posited that the intensity of consumer activism is positively related to CEO 

activism. The results in Model 9 indicate that the intensity of consumer activism is a positive and 

statistically significant predictor of CEO activism (β = 0.79, p < 0.01). Accordingly, hypothesis 9 

received empirical support suggesting that intensity of consumer activism serves as an important 

industry level predictor of CEO activism. Table 2.11 below presents the summary of hypotheses 

tests. In the next section, I present the results of my supplementary analyses. 
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Table 2.9: GEE Estimation- Antecedents of CEO Activism1 

CEO Activisma Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 

Constant 0.96 (0.60) 1.43** (0.66) 0.80 (1.04) 1.31* (0.67) 1.74*** (0.65) 1.37 (0.95) 

Past Performance -1.91** (0.76) -1.54** (0.75) -1.35* (0.81) -1.68** (0.79) -2.15*** (0.82) -1.49 (2.33) 

Firm Sizeb 0.03 (0.06) 0.09 (0.07) 0.08 (0.07) 0.12* (0.07) 0.04 (0.06) 0.02 (0.09) 

Firm Agec -0.09 (0.09) -0.22** (0.10) -0.18 (0.12) -0.21** (0.11) -0.20** (0.10) -0.24* (0.13) 

Organizational Slack -0.00*** (0.00) -0.00*** (0.00) -0.00*** (0.00) -0.00*** (0.00) -0.00*** (0.00) 0.00 (0.00) 

Board Size 0.02 (0.03) 0.02** (0.03) 0.04 (0.03) 0.01 (0.03) 0.01 (0.03) 0.01 (0.04) 

Board Independence -0.28 (0.75) -0.18 (0.78) -0.38 (1.09) 0.00 (0.77) -0.32 (0.77) -0.23 (0.73) 

Industry Fixed Effect Included Included Included Included Included Included 

Year Fixed Effect Included Included Included Included Included Included 

CEO Celebrity Status 0.92*** (0.19) 

     

CEO Power 

 

0.25*** (0.07) 

    

CEO Political Engagementd 
  

0.05 (0.06) 
   

CEO Gendere 

   

0.08 (0.23) 

  

Corporate Reputation 
    

0.70*** (0.20) 
 

Corporate Social Performance 

     

0.03 (0.02) 

Wald Chi-Square 234.99*** 259.57*** 161.09*** 178.73*** 173.95*** 18.99 

N 397 397 351 397 397 130 
1Robust standard errors in parenthesis, * p < 0.10 **p < 0.05 ***p < 0.01, All independent and control variables are lagged by 1 year; a(frequency of CEO 

activism measured each year); b(Log-transformed number of employees of the sample firms measured every year); c(Log-transformed firm age); d(Log-

transformed total CEO donation during every presidential election); e(Coded 1 for Female CEOs and 0 for Male CEOs)  
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Table 2.9: GEE Estimation- Antecedents of CEO Activism1 (contd.) 

CEO Activism Model 7 Model 8 Model 9 

Constant -0.79 (0.79) 1.34** (0.66) 1.52** (0.67) 

Past Performance -1.58** (0.72) -1.65** (0.79) -1.44* (0.76) 

Firm Size 0.06 (0.06) 0.13** (0.06) 0.03 (0.07) 

Firm Age -0.21** (0.10) -0.22** (0.10) -0.24** (0.12) 

Organizational Slack -0.00*** (0.00) -0.00*** (0.00) -0.00*** (0.00) 

Board Size 0.01 (0.03) 0.01 (0.03) 0.02 (0.03) 

Board Independence -0.22 (0.78) 0.01 (0.78) -0.16 (0.69) 

Industry Fixed Effect Included Included Included 

Year Fixed Effect Included Included Included 

Corporate Political Activityf 0.21*** (0.05) 

  

Industry Regulation 

 

0.08 (0.14) 

 

Consumer Activism 

  

0.79*** (0.30) 

Wald Chi-Square 129.13*** 145.32*** 107.30*** 

N 391 397 390 
* p < 0.10 **p < 0.05 ***p < 0.01, All independent and control variables are lagged by 1 year; f(Log-transformed total corporate donation during every even 

years)  
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2.7.3 Supplementary Analyses 

As discussed in method section above, I performed supplementary analyses to compare 

whether alternative operationalization provides similar results. Specifically, I utilized the 

alternative operationalization of CEO activism to fulfil the goal of this supplementary analysis. I 

operationalize CEO activism in terms of likelihood of CEO sociopolitical engagement (binary 

measure). This operationalization differs from my original operationalization of CEO activism 

(i.e. frequency of CEO sociopolitical engagement). For purposes of this supplementary analyses, 

I only discussed statistically significant results.  

The results of the Generalized Estimating Equation (GEE) analyses are presented in 

Table 2.10 below. As can be seen in Model 1, the coefficient for CEO celebrity status has a 

positive and statistically significant coefficient (β = 0.45, p < 0.01). Accordingly, CEO celebrity 

status was found to be positively related to the likelihood of CEO activism lending empirical 

support to hypothesis 1. Model 2 shows CEO power has a positive and statistically significant 

coefficient (β = 0.16, p < 0.01). Based on this significant coefficient, it can be concluded that 

hypothesis 2 is supported indicating that CEO power is a positive predictor of the likelihood of 

CEO activism. As reported in Model 5, the coefficient for corporate reputation was positive and 

statistically significant (β = 0.58, p < 0.01).  Hence, hypothesis 5 received empirical support 

indicating that corporate reputation is a statistically significant predictor of likelihood of CEO 

activism. The results in Model 6 indicate that corporate social performance is a positive and 

statistically significant (β = 0.03, p < 0.05) predictor of likelihood of CEO activism. Accordingly, 

hypothesis 6 received empirical support.  

As can be seen in Model 7, corporate political activity predicting CEO activism has a 

positive and statistically significant coefficient (β = 0.13, p < 0.01). Accordingly, corporate 
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political activity was found to be positively related to likelihood of CEO activism lending 

empirical support to hypothesis 7. Finally, the results in Model 9 show that the intensity of 

consumer activism is a positive and statistically significant predictor of CEO activism (β = 0.27, 

p < 0.01). Accordingly, hypothesis 9 received empirical support suggesting that intensity of 

consumer activism serves as an important industry level predictor of the likelihood of CEO 

activism.  
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Table 2.10: GEE Estimation- Antecedents of Likelihood of CEO Activism1 

Likelihood of CEO Activisma Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 

Constant 0.83** (0.34) 1.12*** (0.35) 0.51 (0.58) 1.07** (0.39) 1.30*** (0.34) 0.82* (0.45) 

Past Performance -0.48 (0.61) -0.16 (0.69) 0.16 (0.75) -0.40 (0.71) -0.96* (0.57) 1.82* (1.03) 

Firm Sizeb -0.05 (0.04) -0.03 (0.05) -0.04 (0.05) -0.01 (0.05) -0.06 (0.04) -0.08 (0.06) 

Firm Agec -0.02 (0.06) -0.09 (0.06) -0.04 (0.07) -0.08 (0.07) -0.07 (0.06) -0.15* (0.08) 

Organizational Slack 0.00 (0.00) 0.00 (0.00) 0.00 (0.00) 0.00 (0.00) 0.00 (0.00) 0.01*** (0.00) 

Board Size 0.02 (0.02) 0.03 (0.02) 0.03 (0.02) 0.03 (0.02) 0.01 (0.02) 0.07** (0.03) 

Board Independence -0.61 (0.52) -0.85* (0.49) -0.88 (0.66) -0.87 (0.53) -0.57 (0.48) -1.07* (0.55) 

Industry Fixed Effect Included Included Included Included Included Included 

Year Fixed Effect Included Included Included Included Included Included 

CEO Celebrity Status 0.45*** (0.10)      

CEO Power  0.16*** (0.05)     

CEO Political Engagementd   0.04 (0.04)    

CEO Gendere    0.05 (0.19)   

Corporate Reputation     0.58*** (0.08)  

Corporate Social Performance      0.03** (0.01) 

Wald Chi-Square 37.64*** 26.00* 7.75 95.82 78.77*** 81.69*** 

N 397 397 351 397 397 130 

1Robust standard errors in parenthesis, * p < 0.10 **p < 0.05 ***p < 0.01, All independent and control variables are lagged by 1 year; Gaussian family was 

specified with an identity link function, independent correlation structure was used instead of exchangeable to achieve convergence;  a(binary measure of CEO 

activism); b(Log-transformed number of employees of the sample firms measured every year); c(Log-transformed firm age); d(Log-transformed total CEO 

donation during every presidential election); e(Coded 1 for Female CEOs and 0 for Male CEOs)  
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Table 2.10: GEE Estimation- Antecedents of Likelihood of CEO Activism1 (contd.) 

Likelihood of CEO Activism Model 7 Model 8 Model 9 

Constant -0.25 (0.50) 1.19*** (0.38) 1.22*** (0.35) 

Past Performance -0.08 (0.65) -0.30 (0.71) -0.18 (0.68) 

Firm Size -0.06 (0.04) 0.00 (0.05) -0.04 (0.05) 

Firm Age -0.08 (0.06) -0.10 (0.07) -0.10 (0.06) 

Organizational Slack 0.00 (0.00) 0.00 (0.00) 0.00 (0.00) 

Board Size 0.01 (0.02) 0.03 (0.02) 0.03 (0.02) 

Board Independence -0.93* (0.50) -0.96* (0.51) -0.91* (0.52) 

Industry Fixed Effect Included Included Included 

Year Fixed Effect Included Included Included 

Corporate Political Activityf 0.13*** (0.03)   

Industry Regulation  0.12 (0.12)  

Consumer Activism   0.27*** (0.06) 

Wald Chi-Square 43.81*** 12.92 35.15*** 

N 391 397 390 

* p < 0.10 **p < 0.05 ***p < 0.01, All independent and control variables are lagged by 1 year; f(Log-transformed total corporate donation during every even 

years)  
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Table 2.11: Summary of Hypotheses Tests 

 

 

 

 

 

Hypothesis Prediction Supported? 

H1 CEO celebrity status is positively related to CEO activism. Yes 

H2 CEO power is positively related to CEO activism. Yes 

H3 CEO political engagement is positively related to CEO activism. No 

H4 CEO gender is negatively related to CEO activism. Female CEOs are less likely to be activist-CEOs 

compared to their male counterparts. 

No 

H5 Ex-ante firm reputation is positively related to CEO activism. Yes 

H6 Ex-ante corporate social performance is positively related to CEO activism. No 

H7 The level of corporate political activity is positively related to CEO activism. Yes 

H8 The level of industry regulation is negatively related to CEO activism. CEOs are less likely to be activists 

among firms operating in highly regulated industries. 

No 

H9 The intensity of consumer activism is positively related to CEO activism. Yes 
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2.8 Discussion and Conclusion 

This study sought to explore the conceptualization and antecedents of CEO activism. 

Specifically, this study had two main objectives: (1) explore the main motives behind CEO 

activism, and (2) empirically examine the antecedents of CEO activism. To accomplish these 

objectives, I first provided a working definition of CEO activism and juxtaposed it against other 

similar concepts. Furthermore, I discussed three primary motivations that may drive CEO 

activism. The first is intrinsic motive which is primarily concerned with CEOs’ moral values and 

principles. Second is an instrumental motive, which involves CEOs’ desire to redefine their 

sphere of influence and expand their roles beyond their duties as business executives to include 

public participation in broader societal issues. The third motive relates to a stakeholder-focused 

perspective, which is concerned with addressing the pressures and demands of internal and 

external stakeholders. To accomplish second objective of this study, I empirically examined the 

influence of various multi-level antecedents of CEO activism. In particular, I explored the 

influence of organizational (firm reputation, firm corporate social performance, and firm political 

engagement), managerial (CEO celebrity status, CEO power, CEO political engagement, and 

CEO gender), and industry level (level of industry regulation and intensity of consumer activism) 

predictors of CEO activism. 

As the empirical analyses in the previous section show, several organizational (firm 

reputation and firm political engagement), managerial (CEO celebrity status and CEO power), 

and industry level (intensity of consumer activism) variables were found to be the significant 

predictors of CEO activism. First, consistent with my theoretical arguments, CEO celebrity 

status was found to be a significant predictor of CEO activism. This finding supports the idea 

that celebrity CEOs are more likely to be overconfident in speaking out on broader societal 
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issues. Indeed, past research has shown that CEO celebrity status shapes CEO risk taking 

behavior. For example, Cho, Arthurs, Townsend, Miller, and Barden (2016) found that celebrity 

CEOs take bigger risks by paying higher acquisition premiums while acquiring another firm. 

Similarly, Hubbard, Pollock, Pfarrer, and Rindova (2018) demonstrated that celebrity CEOs are 

more likely to engage in alliance formations. Consistent with past studies, I found that celebrity 

CEOs seem to use their unique social status to weigh in on highly contested social and political 

issues thereby influencing stakeholders (Ketchen et al., 2008; Treadway et al., 2009). By 

engaging in such issues, these CEOs perhaps want to further enhance their personas among 

public audience (Rindova et al., 2006; Treadway, Adams, Ranft, & Ferris, 2009).  

Furthermore, CEO power was found to be another managerial factor driving CEO 

activism. This finding can be interpreted in the context of risk-taking behavior of powerful CEOs 

since activism itself has been characterized as inherently risky (Nalick et al., 2016). As such, 

powerful CEOs may engage in controversial sociopolitical issues even if they are aware of the 

potential negative reaction from some stakeholder groups. The relationship between CEO power 

and risk taking has been previously examined, and CEO power has been shown to enhance risk-

taking behavior of a CEO (Lewellyn & Muller-Kahle, 2012; Hoskisson, Chirico, Zyung, & 

Gambeta, 2017). For instance, Lewellyn and Muller‐Kahle (2012) demonstrated that powerful 

CEOs engage in risky subprime mortgage lending. While past research has not specifically 

addressed the link between CEO power and their sociopolitical engagement, scholars have 

shown that CEO power influences firm environmental initiatives. For instance, Walls and 

Berrone (2017) found that CEO power, grounded in expertise, lead to improved environmental 

performance for firms. Lewis, Walls, and Dowell (2014) demonstrated that CEO power 

measured in terms of education and tenure influences firms’ likelihood of voluntarily disclosure 
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of environmental information. These findings are particularly relevant here, since activist-CEOs 

included in my sample frequently address environmental issues such as climate change, carbon 

emission, and coal mining. Taken together, current study confirms the idea that powerful CEOs 

may be cognitively biased (Magee & Galinsky, 2008; Lewellyn & Muller‐Kahle, 2012) and thus 

may only consider positive outcomes ignoring the negative outcomes of their sociopolitical 

engagement.  

I also found that ex-ante firm reputation appeared to be an important organization level 

predictor of CEO activism. This finding validates the notion that CEOs want to enhance both 

firm reputation as well as their own self-esteem through sociopolitical engagement (Aberson et 

al., 2000; Farooq et al., 2017). Past research has shown a positive relationship between corporate 

reputation and firm’s discretionary decisions, further corroborating the finding of the current 

study. For example, drawing upon a sample of large UK firms, Brammer and Millington (2005) 

showed a positive relationship between the level of a firm’s philanthropic expenditures and its 

reputation. In fact, due to their external recognition, stakeholders generally have greater 

expectations from highly reputed firms. As a result, CEOs of these firms take certain initiatives 

in the favor of broader societal issues with an expectation to maintain the reputation of their 

firms (Rindova, Pollock, & Hayward, 2006; Pfarrer, Pollock, & Rindova, 2010). 

Another organizational level predictor of CEO activism is corporate political activity 

(CPA). This finding supports the notion that CPA helps CEOs develop strategically important 

social network thereby boosting their confidence to speak out on broader societal issues. Past 

studies have shown that CPA not only enhances firm performance (Hillman, Keim, & Schuler, 

2004; Lux, Crook, & Woehr, 2011) but also results positive investors’ reaction (Werner, 2017) 

and reduced uncertainty (Hillman, Zardkoohi, & Bierman, 1999). Both CPA and CEO activism 
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signal firm’s interest in public policy issues. Since CPA is generally evaluated positively among 

organizational stakeholders including investors and board of directors, CEOs seem to be 

motivated to engage in broader societal issues in addition to traditional corporate political 

activities.  

In addition to managerial and organizational level predictors, the intensity of consumer 

activism was found to be a significant industry level predictor of CEO activism. This finding is 

consistent with the idea that past consumer activism is likely to make CEOs more aware of the 

importance of sociopolitical issues. These CEOs may recognize that ‘political consumers’ 

purchase a product based on their political and ethical considerations (Stolle, Hooghe, & 

Micheletti, 2005). Indeed, consumer activism often underlies firm engagement in controversial 

sociopolitical issues. Nalick, Josefy, Zardkoohi, and Bierman (2016) suggests that once an 

executive, as the high-profile face of the firm, takes a stance on a specific issue, activist groups 

will expect that he/she supports other issues as well. My finding in this study is consistent with 

these arguments, as CEOs of the firms having the history of consumer activism were found to 

engage in sociopolitical issues when situation arises. While I found that ex-ante consumer 

activism leads to CEO activism in this study, it is important to note that in some instances, 

customer activism can be the consequence of CEO activism instead of driving it. Socially and 

politically conscious consumers participate in boycott to challenge CEO stance on sociopolitical 

engagement (Kozinets & Handelman, 2004; Yuksel & Mryteza, 2009). Indeed, in recent years, 

organizations have experienced consumer backlash as a result of decisions to support 

controversial causes (Swimberghe, Flurry, & Parker, 2011). Thus CEO activism may lead to 

consumer boycott, especially when consumers do not agree with the stance taken by an activist-

CEO.  
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2.8.1 Scholarly Implications 

This study contributes to emerging scholarly work on CEO activism in a number of ways. 

First, I introduced CEO activism as a distinct executive behavior that differs from other similar 

constructs that are often discussed in the strategy literature. In doing so, I demonstrated how 

CEO activism differs from concepts such as shareholder activism and CEO/organizational 

ideology. This distinction is vital for CEO activism researchers given that CEO activism has 

been analyzed either as a correlate of CSR or CPA in the literature (Baur & Wettstein, 2016; 

Wettstein & Baur, 2016; Nalick, Josefy, Zardkoohi, & Bierman, 2016; Iivonen, 2018). In 

particular, the majority of scholarly work so far has been in the political science and marketing 

literatures, and therefore has focused on the ways that people use ‘political consumerism’ (Levi 

& Linton, 2003; Micheletti, 2003) as a form of political participation (Stolle, Hooghe, & 

Michelet, 2005; Korschun et al., 2017). My discussion in this study helps to better establish the 

concept of CEO activism in the strategy literature. 

Second, the leadership literature shows that moral leaders can be seen as fair and 

principled decision-makers who care about people and the broader society, and who behave 

ethically in their personal and professional lives (Brown & Trevino, 2006). Activist-CEOs, 

however, have increasingly been engaging in public debate on broader societal issues. It seems 

that they make intuitive comments rather than rational comments on such issues. The moral 

psychology literature (e.g. Haidt, 2001, 2007) has been heavily influenced by the rationalistic 

approach that view ethical decision-making process as a conscious deliberation and analysis 

(Zhong, 2011). This body of literature has not yet explored the intuitive nature of moral 

judgement (Zhong, 2011). Although some of the attributes of CEO activism resemble those of 

moral leadership, I propose CEO activism is a distinct executive behavior demonstrating how it 
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differs from moral forms of leadership that includes ethical, authentic, and servant leadership 

(Lemoine et al., 2019). 

Finally, to the best of my knowledge, this study is the first empirical attempt to explore 

the various antecedents of CEO activism. Drawing on upper echelon, stakeholder, and social 

identity theories, Hambrick and Wowak (2019) proposed a stakeholder alignment model of CEO 

activism. The authors argue that CEO activism is primarily driven by CEO’s personal values and 

beliefs, but the degree of this activism depends partly on how social actors view CEOs’ role as 

activists. Their study, however, was confined a conceptual analysis and primarily focused on 

executive level antecedents. I extend their work by empirically examining the managerial, 

organizational, and industry-level predictors that give rise to CEO activism. Consistent with my 

theoretical arguments, my empirical analysis shows that several organizational (firm reputation 

and firm political engagement), managerial (CEO celebrity status, CEO power), and industry 

level (intensity of consumer activism) variables were found to be significant predictors of CEO 

activism.  

2.8.2 Managerial Implications 

In addition to contributing to research, the findings of this study contribute to managerial 

practice. First, CEO activism reflects the blurring of the boundaries between business and society 

(de Bakker et al., 2013; Iivonen, 2018). CEO activism challenges the traditional notion regarding 

the direction of the interactions of a business with different societal actors (Iivonen, 2018). 

Although this phenomenon emerged in the United States, it is highly likely that it will develop as 

a global force (Chatterji & Toffel, 2018a). As some of the issues such as climate change, social 

justice and income inequality may prove to be universally important around the globe, 

stakeholders may benefit from understanding the drivers of CEO activism. This understanding 
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can also inform executive recruitment and succession decisions. Second, CEO activism can have 

important implications to firms’ shareholders. As activist-CEOs might not always serve the 

interest of shareholders through their engagement in hotly debated issues, shareholders may want 

to understand the factors that give rise to CEO activism.   

Finally, it is important for corporate boards to better understand what triggers CEOs to 

speak up. For example, if a CEO is very powerful or/and enjoys celebrity status, board members 

need to pay more attention to his/her actions regarding sociopolitical issues. In addition, board 

members of highly reputed firms as well as politically engaged firms should closely monitor 

sociopolitical engagement of their CEO. Furthermore, corporate boards as well as shareholders 

should be aware that past consumer activism may lead to CEO activism.  

2.8.3 Limitations and Future Research Directions 

Despite the interesting findings, this study has a number of limitations, which also create 

opportunities for future research. First, I only considered the antecedents of CEO activism in my 

study. An interesting avenue for future research is whether and to what extent these antecedents 

impact political leaning of activist-CEOs. It is possible that the motivations behind conservative 

and liberal CEO activism differ significantly. Future researchers could answer this issue by 

exploring the antecedents of conservative leaning versus liberal leaning CEO activism. Second, 

while I proposed three primary motives (i.e. intrinsic, instrumental, and stakeholder-focused) that 

may drive CEO activism, I have not empirically examined these motives. Future researchers may 

explore other motives behind CEO activism and examine them empirically using both 

quantitative and qualitative approach.  

Third, in addition to conceptual limitation, this study has some methodological 

limitations mostly pertinent to dataset used in this study. For example, my data was drawn from 
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U.S. based publicly traded S&P 500 firms. As such, my findings might not hold true in other 

countries. Future researchers should examine these relationships in other national contexts to 

ensure the generalizability of my findings. Furthermore, contrary to my prediction, CSP was not 

found to be a significant predictor of CEO activism. Since KLD provides CSP strengths and 

concerns only until 2013, my sample does not consist of CSP data after 2013. In addition, 

although KLD ratings are used widely in the literature to measure CSP, these measures are based 

on somewhat subjective rather than objective evaluations (Kang, Germann, & Grewal, 2016). To 

further investigate this relationship, future research might consider a much longer sampling 

window using other sources to measure CSP.  Finally, I focused on exploring antecedents of 

CEO activism only based on archival data. An interesting avenue for future research is whether 

and to what extent cognitive orientation of a CEO would give rise to CEO activism. Future 

researchers could answer this question by using field study techniques including executive 

survey or in-depth interviews. 

2.9 Conclusion & Chapter Summary 

In this chapter, I proposed a conceptualization of CEO activism and explored the factors 

that give rise to CEO activism. First, I proposed three primary motives behind CEO activism: 

intrinsic (concerned with moral principles, and value-driven in nature), instrumental (driven by 

CEOs’ desire to redefine their traditional role), and stakeholder-centered (concerned with 

addressing stakeholders’ expectations and pressures). In addition, I compared CEO activism with 

other similar constructs, namely, shareholder activism, CEO/organizational ideology, authentic 

leadership, ethical leadership, and servant leadership. Second, I proposed organizational (ex-ante 

firm reputation, ex-ante firm corporate social performance, and firm political engagement), 

managerial (CEO celebrity status, CEO power, CEO political engagement, and CEO gender), 
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and industry level (level of industry regulation and intensity of consumer activism) predictors of 

CEO activism. Third, I discussed the overall research design that I have used to test my 

hypotheses. I discussed my target sample and data sources, measures of explanatory, dependent 

and control variables, and analytical approach. Fourth, I presented the results of my data analyses 

examining proposed hypotheses. I presented the main analysis that employed GEE. Additionally, 

I presented supplementary analysis of my dataset using the alternative operationalization of CEO 

activism. My empirical analysis suggests that several organizational (firm reputation and firm 

political engagement), managerial (CEO celebrity status, CEO power), and industry level 

(intensity of consumer activism) variables significantly predict the phenomenon of CEO 

activism. Finally, I concluded this chapter with a discussion of the scholarly and practical 

implications of the study. Overall, this study contributes to the strategic leadership literature and 

shed light on the growing trend of CEO activism and its multi-level antecedents.  
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CHAPTER III 

ESSAY II: CEO ACTIVISM, INVESTOR REACTION AND FIRM PERFORMANCE 

3.1 Introduction 

Despite some recent attempts to explore the impact of CEO activism on firm outcomes, 

we know little about how CEO activism might influence investor reaction and firm performance. 

On one hand, increasing number of consumers believe that CEOs should use their position of 

influence to advocate for certain sociopolitical issues (Larcker, Miles, Tayan, & Wright-Violich, 

2018). On the other hand, there is still a widespread expectation among other stakeholders that 

the primary obligation of CEOs is to maximize the firm’s economic performance, and not to 

involve in controversial sociopolitical issues of the day (Gelles, 2017). Indeed, some suggested 

that CEOs’ engagement in sociopolitical issues is unlikely to improve firm performance at least 

in the short term (Burbano, 2018). Despite these arguments, activist-CEOs, are becoming more 

involved in contemporary sociopolitical issues (Johnson & Greening, 1999; Post, Rahman, & 

Rubow, 2011). Against this backdrop, it is unclear what the implications of such CEO activism 

might be to firm performance and investor reaction.  

This essay examines the impact of CEO activism on investor reaction and firm 

performance. Drawing on agency theory, I propose that incident of CEO activism is associated 

with a negative investor reaction. Further, I argue that consumers are one of the most critical 

stakeholders whose decision to purchase a brand ultimately determines the revenue of a firm, and 

in turn, influences its firm performance. Additionally, I explore a number of boundary conditions 
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that strengthen or weaken the relationship between CEO activism and firm performance. 

Specifically, I examine the intensity of consumer activism, environmental dynamism and prior 

corporate social performance as important boundary conditions in the relationship between CEO 

activism and firm performance. Beyond exploring the direct CEO activism-firm performance 

relationship, I explore whether the firms’ adoption of sustainable business models mediates this 

relationship. Although some scholars (e.g. Korschun et al., 2017) demonstrated that perceived 

corporate hypocrisy as the mechanism behind consumer responses to a company’s political 

stand, there is very little research that explores the theoretical mechanism through which CEO 

activism affects firm performance. This essay is the first attempt to explore this mediating 

mechanism.  

The remaining sections of this essay are structured as follows. In the first section, I will 

provide a comprehensive review of CEO activism and firm outcomes. In this section, I will 

discuss a theoretical framework and associated hypotheses linking CEO activism with investor 

reaction and firm performance. Next, I will present the corresponding methodology and results 

of statistical analyses. I then will conclude the second essay with a discussion of the scholarly 

and managerial implications of the study.  

3.2 Impact of CEO Activism on Firm Outcomes 

Activist-CEOs can engender support for their company from a range of stakeholders 

(Chatterji & Toffel, 2016). They may also expect long-term financial benefits by engaging in 

sociopolitical issues. However, such an engagement may come with an initial reputational risk, 

as some of the firm’s stakeholders might not agree with the views and opinions promoted by the 

CEO (Wettstein & Baur, 2016). In addition, investors and consumers are two prominent 

stakeholders who may possibly have conflicting reactions. Consumers may interpret CEO 
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activism positively, since they are becoming more aware of the role a firm and its CEO can play 

on broader societal issues (Stengel, 2009; de Villiers, Naiker, & van Staden, 2011). On the other 

hand, investors may view CEO activism as self-serving executive action, which is unlikely to 

maximize the value for investors.  

3.2.1 Theoretical Explanations of CEO Activism 

Although there is limited research on CEO activism, scholars have used multiple theories 

ranging from upper echelons theory (Cha et al., 2018) and theory of planned behavior (Dodd & 

Supa, 2014) to stakeholder theory and social identity theory (Hambrick & Wowak, 2019) to 

explain the impact of CEO activism on firm outcomes. Scholars, especially in the field of public 

relations and public communication, have used the theory of planned behavior to examine how 

organizational stances on social-political issues impact firm performance. According to the 

theory of planned behavior (Ajzen, 1985), human behavior is determined by three conceptually 

independent factors: behavioral beliefs, normative beliefs, and control beliefs (Ajzen, 2002). A 

person’s favorable or unfavorable evaluation of a situation is known as behavioral beliefs. 

Normative beliefs refer to the beliefs about social expectations and pressure. Control beliefs 

concern perceptions of the ease or difficulty of performing the behavior (Orbell, Hodgkins, & 

Sheeran, 1997). In combination, these three factors lead to the formation of behavioral intention 

(Ajzen, 2002). Based on the tenets of this theory, CEOs engage in sociopolitical issues when 

they evaluate the issue positively (attitude toward the behavior), when they experience social 

pressure to engage in such issues (subjective norms), and when they believe that they have 

means and opportunities to do so (perceived behavioral control) (Ajzen, 2005: 118). Drawing on 

the theory of planned behavior, Dodd and Supa (2014), for instance, empirically demonstrated 

that a greater agreement between consumer stance and corporate stance on sociopolitical issues 
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(e.g. same-sex marriage, health-care reform, and reproduction rights) results in higher intentions 

to purchase; whereas lesser agreement between them results in lesser intention to purchase.  

Upper Echelon Theory (UET) (Hambrick, 2007; Hambrick & Mason, 1984) is another 

theory employed to explain CEO activism. According to the proponents of UET, CEOs’ strategic 

choices are influenced by their personalized interpretations of the environmental stimuli, which 

in turn affect organizational performance (Chin et al., 2013; Hambrick & Mason, 1984; Maak et 

al., 2016). Consequently, CEOs can have a significant influence in discretionary decisions such 

as their engagement in broader societal issues (Chatterjee & Hambrick, 2007; Hambrick & 

Mason, 1984; Petrenko et al., 2016). Drawing on UET, Cha, Abebe, and Dadanlar (2018), for 

example, examined the effect of CEO civic engagement- defined as CEO voluntary participation 

in social initiatives- on corporate social and environmental performance. Based on the data of 

publicly traded U.S. firms during 2010-2013, they demonstrated that CEO civic engagement 

positively influences corporate philanthropic engagement and corporate environmental 

engagement.  

The third theory used in explaining CEO activism is the stakeholder theory (Freeman, 

1984; Donaldson & Preston, 1995). According to this theory, a firm can be understood as a set of 

interrelationships among multiple stakeholders such as customers, suppliers, employees, 

investors, communities and managers who interact to jointly engage in value creation and 

solving their problems (Freeman, 1984; Jones, 1995; Walsh, 2005; Parmar et al., 2010). 

Stakeholder theorists further suggest that investing in resources to address stakeholders’ interests 

and going beyond the primary business concerns are justifiable managerial activities (Freeman, 

1984; O’riordan & Fairbrass, 2008: 746). Stakeholder theorists believe that executives play an 

important role in shaping non-market strategies (Donaldson, 1999; Tang et al., 2015), defined as 
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firm’s “concerted pattern of actions to improve its performance by managing the institutional or 

societal context of economic competition” (Mellahi et al., 2016: 144). Drawing from the key 

tenets of stakeholder theory, it can be argued that CEOs who put greater focus on stakeholder-

based strategies will consider involving in broader societal issues since doing so may help them 

address some of stakeholders’ passions and concerns (Agle et al., 1999; Maak et al., 2016). In 

contrast, CEOs who consider themselves primarily as agents of shareholders are less likely to 

engage in such issues (Godos-Diez et al., 2011; Maak et al., 2016). Finally, social identity theory 

(Tajfel, 1972; Turner et al., 1987) has also been applied as an explanation of CEO activism. This 

theory explains how people conceptualize themselves in intergroup contexts, and how a system 

of social categorizations creates and defines the position of an individual in society (Tajfel, 1972; 

Turner et al., 1987). One of the fundamental tenets of social identity theory is that individuals 

seek to enhance their self-esteem by identifying themselves with their organization (Tajfel & 

Turner, 1986; Ashforth & Kreiner, 1999). The basic motive for identifying with a group is that 

such identification provides the basis for thinking of themselves in a positive light (Ashforth et 

al., 2008). Based on these social identity theory arguments, it can be argued that employees are 

more likely to identify themselves with an activist-CEO because doing so may provide the basis 

for aligning themselves as part of a progressive organization (Ashforth et al., 2008). 

Some scholars have combined several theoretical lenses to explain the impact of CEO 

activism. Drawing on upper echelon, stakeholder, and social identity theories, Hambrick and 

Wowak (2019) recently proposed a stakeholder alignment model of CEO activism. The authors 

argue that CEO activism is primarily driven by CEO’s personal values and beliefs, but the degree 

of this activism depends partly on how social actors view CEOs’ role as activists. Congruence 

between stakeholders’ beliefs and CEO’s public stance (Hambrick & Wowak, 2019) enhances 
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stakeholders’ identification with the firm. However, if there is no such congruence between 

them, stakeholders are more likely to disidentify themselves with the firm (Hambrick & Wowak, 

2019).  

3.2.2 How Does CEO Activism Affect Consumer Purchase Intention? 

Consumers are important stakeholders with the capacity of directly influencing firm 

revenue. Consumer preferences thus can play an important role in the relationship between CEO 

activism and firm performance. As such, CEO activism has been shown to influence consumer 

purchase intention (Gaither, Austin, & Collins, 2018; Dodd & Supa, 2015; Chatterji & Toffel, 

2016). In fact, some scholars have argued that activist-CEOs have the potential to influence 

public opinion possibly to the same extent as prominent politicians (Chatterji & Toffel, 2016). 

Based on a field experiment that examines the impact of Apple Inc.’s CEO Timothy Cook’s 

public statements opposing the state of Indiana’s religious freedom law, Chatterji and Toffel 

(2016) demonstrated that Mr. Cook’s views played a role in decreasing public support for the 

law. The authors also found that Cook’s CEO activism (i.e. his contention that the religious 

freedom law legalizes discrimination against the LGBT community) increased consumer 

intentions to purchase Apple products, especially among consumers who support same-sex 

marriage. Similarly, based on an experimental survey among U.S. consumers, Dodd and Supa 

(2015) found that corporate social advocacy influences consumer purchase intention for same-

sex marriage. Consumers’ purchase intentions are greatest (versus lowest) when their beliefs are 

congruent (versus incongruent) with that of organization regarding the issue of same-sex 

marriage. Using a case study of DICK’s Sporting Goods recent decision to stop selling assault-

style rifles and only sell firearms following the mass shooting in Parkland, Florida, Gaither, 

Austin, and Collins (2018) explored the impact of corporate activism on consumer purchase 
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intention. Analyzing the social media reactions of consumers, the authors found that taking stand 

on this issue created more positive than negative reactions about the company. In addition to 

influencing attitudes and behaviors of consumers, CEO activism is also likely to influence 

employee reactions. In the following section, I discuss how CEO activism impacts employee 

attitudes and behaviors.  

3.2.3 Do Activist-CEOs Impact Employee Attitudes and Behaviors? 

As discussed in previous chapter, CEO activism may originate from multiple motives of a 

CEO. However, it seems to manifest itself through the process of stakeholder-organizational 

alignment (Schneider, 1987; Gupta et al., 2017: 1019). Schneider’s (1987) attraction-selection-

attrition (A-S-A) model suggests that individuals are more attracted towards the organizations 

whose structures, processes and cultures suit them, and organizations correspondingly select new 

individuals who appear to fit in already established organizational structures, processes and 

cultures (Schneider, Goldstiein, & Smith, 1995: 749; Gupta et al., 2017; Hambrick & Wowak, 

2012; Iivonen, 2018). This suggests that CEO activism will engender two groups of stakeholders, 

who agree with CEO stance and who disagree with CEO stance. This is applicable not only 

among external stakeholders but also among internal stakeholders. For example, Iivonen (2018) 

observed that employees who agree with the CEO’s socio-political stance are more likely to stay 

in the firm, while those who disagree are more likely to leave the firm. While potential 

employees who agree with CEO socio-political stance are more likely to apply for a job, those 

who disagree are more likely to avoid the firm (Iivonen, 2018: 29).  

Using three randomized field experiments on two online labor market platforms, Upwork 

and Amazon Mechanical Turk, Burbano (2018) explored the effect of an employer 

communicating a stance about a prevalent social-political issue- President Donald Trump’s 
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climate change policy-on employee motivation. Her results indicate that the impact of employer 

stance on sociopolitical issues varies depending on whether the employee agrees or disagrees 

with the stance. In particular, she found a demotivating effect among employees when 

employees disagree with the stance taken by their employer, and no motivating effect among 

employees when employees agree with the stance taken by their employer. While the on-going 

research on CEO activism has focused more on direct relationship between CEO activism and 

firm outcomes, it is important to disentangle the “black box” of this relationship. In the following 

section, I briefly discuss the past research on mediating mechanism between CEO activism and 

firm outcomes.  

3.2.4 Mediating Mechanisms between CEO Activism and Firm Outcomes 

Given the nascent nature of research on CEO activism, scholars have only recently begun 

exploring the mediating mechanism between CEO activism and firm outcomes. For example, 

based on one field experiment and two controlled experiments conducted among U.S. 

consumers, Korschun et al. (2017) demonstrated perceived corporate hypocrisy as a mechanism 

behind consumer responses to a company’s political stand. Corporate hypocrisy has been defined 

as the belief that a firm claims to be something that it is not (Wagner, Lutz, & Weitz, 2009: 79). 

Perceptions of hypocrisy tends to occur when there appears to be a “distance between assertions 

and performance” (Shklar, 1984: 62). Korschun et al. (2017) suggest that incongruence between 

the stated orientation and the actual position of a company regarding a socio-political issue can 

lead to the consumer perception of corporate hypocrisy. In particular, they found that consumer 

purchasing was enhanced when values-oriented companies (versus a results-oriented companies), 

take a political stand (versus abstain). However, values-oriented companies are perceived to be 

more hypocritical when they take (versus abstain from) a political stand; and these perceptions of 
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corporate hypocrisy resulted in attenuated consumer purchase. Table 3.1 below summarizes the 

major studies related to CEO activism. In the following section, I will present a theoretical 

framework followed by theoretically driven hypotheses.  
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Table 3. 1: Summary of CEO Activism Research 
Authors Measure of 

Activism 

Discipline IV Moderator Mediator DV Theory 

Used 

Sample  Key Findings 

Dodd & 

Supa, 

2014 

Corporate stance 

on social-

political 

issues (corporate 

social 

advocacy)- 

among the issues 

of gay marriage, 

Health care 

reform, and 

emergency 

contraception 

Public 

relations 

Corporat

e social 

advocacy 

  Consume

r 

purchase 

intension 

Theory 

of 

planned 

behavior 

Online 

survey 

among 519 

U.S. 

consumers 

administered 

via Qualtrics 

survey 

software  

Greater agreement between 

consumer stance and corporate 

stance regarding sociopolitical 

issues (gay marriage, health-

care reform, and reproduction 

rights) results in greater 

intentions to purchase; whereas 

lesser agreement between them 

results in lesser intention to 

purchase. 

Dodd & 

Supa, 

2015 

Corporate stance 

on social-

political 

Issue (same-sex 

marriage) 

Public 

communic

ation 

Corporat

e social 

advocacy 

   Theory 

of 

planned 

behavior 

519 U.S. 

consumers 

Corporate social advocacy 

influences consumer purchase 

intention for the social-political 

issue of same-sex marriage. 

Consumers’ purchase intentions 

are greatest (versus lowest) 

when their beliefs are 

congruent (versus incongruent) 

with that of organization 

regarding the issue of same-sex 

marriage.  

Chatterji 

& Toffel, 

2016 

Apple CEO Tim 

Cook’s public 

statements on 

religious 

freedom law 

 CEO 

stance on 

religious/ 

legal 

issue 

  Consume

r 

purchase 

intention 

 Sample size 

is different 

for different 

issues 

ranging 

from 540 to 

738. Data 

was 

collected 

with the 

help of 

market 

Activist-CEOs can influence 

public opinion, and potentially 

to the same extent as prominent 

politicians. Tim Cook’s 

activism (opposing a pending 

religious freedom law) 

increased consumer intentions 

to purchase Apple products, 

especially among proponents of 

same sex marriage. 
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research 

firm 

CivicScienc

e. 

 

Wettstein 

& Baur, 

2016 

Corporate 

political 

advocacy as 

exemplified by 

the corporate 

engagement for 

marriage 

equality 

Managem

ent 

    Stakehol

der 

theory 

 Not all employees, 

shareholders, suppliers, or 

customers might agree with the 

values or ideologies promoted 

and advocated for by the 

company. Firms can gain long-

term financial benefits from 

more advocacy. However, 

advocacy may come with initial 

reputational damage. 

Korschun 

et al., 

2017 

Fictional news 

article about 

whether a 

company takes 

stands on 

proposed death 

penalty 

legislation being 

considered by 

the state in 

which the 

company is 

headquartered 

Managem

ent 

Firm 

political 

stance 

Perceived 

agency of 

the 

company 

Corporat

e 

hypocris

y 

Consume

r 

purchasi

ng 

Political 

Consump

tion, 

CSR, and 

corporate 

identity 

literature

s 

250 

participants 

from U.S. 

pharmacy 

chain in first 

study, 175 

female 

participants 

recruited 

from MTurk 

in second 

study, 155 

participants 

recruited 

from MTurk 

in third 

study 

 

For a values-oriented company 

(versus a results-oriented 

company), taking a political 

stand (versus abstaining) 

enhances consumer purchasing. 

Perceived corporate hypocrisy 

acts as a mediating mechanism 

in these relationships.  

Burbano, 

2018 

Employer’ 

stance on 

Trump’s Climate 

change policy 

Managem

ent 

Social-

Political 

Stance 

  Employe

e 

Motivati

on 

Person-

organizat

ion fit 

and value 

congruen

ce 

Three field 

experiments 

among 863 

U.S.-based 

workers. 

Data was 

Impact of employer stance on 

sociopolitical issues vary 

depending on whether the 

employee agrees or disagrees 

with the stance. Demotivating 

effect was found when 
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literature, 

as well 

as social 

identity 

theory 

collected 

from online 

labor market 

platforms 

Upwork and 

Amazon 

Mechanical 

Turk (AMT) 

employees disagree with the 

stance taken by their employer, 

and no motivating effect was 

found when employee agree 

with the stance taken by their 

employer. 

Cha, 

Abebe, & 

Dadanlar, 

2018 

CEO voluntary 

participation in 

local 

community-

based activities, 

as well their 

social issue-

oriented 

engagement and 

political 

engagement 

Managem

ent 

CEO 

civic 

engagem

ent 

  Corporat

e social 

and 

Environ

mental 

performa

nce 

Upper 

echelons 

theory 

178 publicly 

traded US 

firms during 

2010-2013. 

Data was 

collected 

from 

Chronicle of 

Philanthropy 

website 

CEO civic engagement 

positively influences corporate 

philanthropic engagement and 

corporate environmental 

engagement.  

Gaither, 

Austin, & 

Collins, 

2018 

DICK’s Sporting 

Goods decision 

to stop selling 

assault-style 

rifles 

Public 

communic

ation 

    Theory 

of 

planned 

behavior, 

and 

stakehold

er theory 

Case study 

(public 

response to 

DICK’s 

CSA, 10,000 

tweets sent 

to @DICKS 

from 

February 28 

to 

March 4, 

2018 

DICK’s Sporting Goods 

decided to stop selling assault-

style rifles and only sell 

firearms following the Parkland 

shooting. Although engagement 

with this issue drove loss of 

some customers, taking a stand 

on this issue created more 

positive than negative 

discussions about the company 

and more mentions of gaining 

compared to losing sales.  

Iivonen, 

2018 

 Managem

ent 

Tactics 

of 

activist-

CEO 

 Incur 

economi

c losses, 

suffer 

reputatio

nal 

damage, 

Increased 

vs 

decrease

d loyalty 

among 

employe

es, and 

Social 

moveme

nt theory 

and 

stakehold

er theory 

 CEO activism can be seen as 

bringing social movement 

theory and stakeholder theory 

together. Tactics used by CEO 

can have consequences for both 

the social movement, and 



133 

 

aligned 

with 

employe

es’ view, 

increase 

resource 

mobilizat

ion, and 

increase 

attention 

give 

concessi

ons vs 

withdraw 

favor 

from 

governm

ent 

stakeholders such as 

government and employees.   

Hambrick 

& 

Wowak, 

2019 

 Managem

ent  

CEO 

Ideology 

Organizatio

nal 

ideology, 

prevailing 

ideology 

among 

customers, 

CEO 

power, 

CEO 

celebrity, 

and CEO 

narcissism 

Incidenc

e and 

vividness 

of 

liberal or 

conservat

ive 

CEO 

activism  

Stakehol

ders’ 

organizat

ional 

identifica

tion 

Upper 

Echelons 

theory, 

stakehold

er theory, 

and 

social 

identity 

theory 

 If there is an alignment 

between stakeholders’ belief 

and CEO’s public stance, 

stakeholders will feel pride in 

their affiliation with the 

company, and will 

consequently experience 

heightened identification with 

the company and with the 

CEO’s stance. However, if 

stakeholders do not agree with 

the CEO’s stance, they will 

experience diminished 

identification with the 

company, and their 

oppositional stance will be 

further strengthened. 
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3.3 Impact of CEO activism on Firm Performance and Investor Reaction 

Drawing upon the literature on corporate governance and strategic leadership, I explore 

the influence of CEO activism on investor reaction and firm performance. I also propose that the 

intensity of consumer activism, industry dynamism and corporate social performance serve as 

important boundary conditions in the relationship between CEO activism and firm performance.  

In addition to exploring the baseline CEO activism-firm performance relationship, I explore how 

the adoption of sustainable business models mediates this relationship. Figure 3.1 and table 3.2 

below present the proposed research model and summary of hypotheses respectively.    
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Figure 3. 1: CEO Activism1 and Firm Performance 

 

 

 

 

 
1 Except for H1, CEO activism is measured in terms liberal (vs. conservative) leaning CEO activism. 

CEO Activism 

Stock Market Reaction 

Firm Performance 

Corporate Social 

Performance 
Industry Dynamism 

Intensity of Consumer 

Activism 

Adoption of Sustainable 

Business Model 

H6 (+) 

H1 (-) 

H2 (+) 

H3 (+) 
H4 (+) H5 (+) 
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3.3.1 CEO Activism and Stock Market Reaction 

In this essay, I argue that the incident of CEO activism is associated with a negative stock 

market reaction. There are several reasons why investors may be concerned about CEO activism. 

First, agency theory suggests that managers seek to maximize their own utility, even at the 

expense of the value of the firm (Jensen & Meckling, 1976; Godos-Diez, Fernandez-Gago, & 

Martinez-Campillo, 2011). CEO engagement in controversial societal issues may be perceived 

by investors as having negative consequences at least in the short term (Friedman, 1970; Godos-

Diez et al., 2011). In most investors’ viewpoint, the resources that are directed towards 

engagement in broader societal issues should have instead been used to maximize shareholder 

value (Barnett, 2007; Godos-Diez et al., 2011). Investors thus may conclude that CEOs want to 

engage in broader societal issues to advance their own interests at the expense of shareholders’ 

interests (Jiraporn & Chintrakarn, 2013). 

Second, investors might believe that activist-CEOs seek to acquire prestige and praise by 

engaging in sociopolitical issues (Petrenko, Aime, Ridge, & Hill, 2016). Indeed, activist-CEOs 

are more likely to gain media coverage when they engage in controversial sociopolitical issues, 

and such coverage will be helpful in building their personal reputation (Jiraporn & Chintrakarn, 

2013). Prestige power of CEOs can increase their ego and thus they will be overconfident in their 

judgments, decisions and actions regarding sociopolitical issues (Chikh & Filbien, 2011; Wade, 

Porac, Pollock, & Graffin, 2006). Consequently, they are more likely to propose risky initiatives 

and actions that address these socio-political issues even though the boards of directors may not 

agree with them (Chikh & Filbien, 2011). Agency theory suggests that CEOs will seek to 

maximize value for shareholders unless the firm has efficient control mechanisms in place 

(Godos-Diez et al., 2011). However, investors may not be confident about the board’s 
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effectiveness, as research has shown that CEO power can reduce the effectiveness of board’s 

monitoring (Rechner & Dalton, 1991; Rhee & Fiss, 2014).  

Third, as CEO activism involves going beyond the traditional role of business executives, 

shareholders might think that these CEOs are more likely to create unnecessary disruptions by 

changing the strategic direction of the firm (Friedman & Singh, 1989). Investors might anticipate 

that activist-CEOs will allocate additional resources towards sociopolitical initiatives that are 

unlikely to result in better firm performance (Friedman & Singh, 1989). Finally, given the 

controversial nature of sociopolitical issues, some investors may not agree with the stance taken 

by activist-CEOs on these issues. Although activist-CEO might have good intentions to serve the 

broader society by speaking up and acting on these issues, shareholders may be more likely to 

attribute purely instrumental motives (motives that arise from CEOs’ self-serving and publicity-

seeking actions) to CEOs’ engagement in socio-political issues (Ogunfowora, Stackhouse, & Oh, 

2018). Shareholders may further form attributions that any strategic initiatives taken by activist-

CEOs are based on self-serving motives, such as enhancing their personal reputation consistent 

with agency theory predictions (Ogunfowora et al., 2018). In fact, some recent research evidence 

has suggested that CEOs at times pursue non-market strategies such as corporate social 

responsibility for the sake of their personal benefits (Ogunfowora et al., 2018; Petrenko, Aime, 

Ridge, & Hill, 2016). For instance, based on a sample of Fortune 500 CEOs, Petrenko et al. 

(2016) found that CSR can be a response to leaders’ personal needs for attention and image 

reinforcement. Overall, it is reasonable to assume that investors may interpret CEOs’ 

engagement in broader societal issues as self-serving executive action rather than a legitimate 

strategic decision that boosts firm performance. Together, these arguments lead me to the 

following hypothesis: 
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H1: There is a significant negative stock market reaction to CEO activism. 

3.3.2 Types of CEO Activism and Firm Financial Performance  

Although I proposed a negative relationship between CEO activism and stock market 

reaction above, I argue that the opposite effect will hold in the relationship between CEO 

activism and firm financial performance especially when the nature of activism is liberal-leaning. 

Compared to conservative leaning activist-CEOs, liberal leaning activist-CEOs generally 

advocate for progressive social change (e.g. social justice/criminal justice reform, abortion, race 

relations/racial discrimination, and climate change). Consumers are one of the most critical 

stakeholders whose decision to purchase a brand ultimately determines the revenue of a firm, and 

in turn, influences its financial performance. In recent years, politically active consumers have 

been advocating for institutional or market practices that favor long term societal benefits (Stolle, 

Hooghe, & Michelet, 2005). As such, concerns of political consumers are mostly related to 

environmentally friendly products and production process, labeling schemes of organic food, 

waste reduction, and employee safety (Stolle, Hooghe, & Michelet, 2005; Cronin, Smith, Gleim, 

Ramirez, & Martinez, 2011). Using the concept of political consumerism (Levi & Linton, 2003; 

Micheletti, 2003) and drawing from signaling theory perspective (Spence, 1973), I propose that 

liberal leaning CEO activism leads to better firm performance. Due to their status, CEOs are 

likely to garner significant public attention (Iivonen, 2018). News media are more likely to cover 

CEOs’ engagement on hot button socio-political issues, as these issues might be more interesting 

to their readers compared to firm specific issues addressed by CEOs (White, 1950; Stempel III, 

1985). As a result, activist-CEOs’ messages will spread more than those of ordinary activists 

(Iivonen, 2018). Research has supported the notion that both positive and negative news about a 

CEO influences stakeholders’ overall attitudes towards the firm, and is of critical importance to 
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consumers’ economic decisions such as consumers’ intention to purchase the company’s product 

(Sohn, Weaver Lariscy, & Tinkham, 2009).  

From signaling theory perspective (Spence, 1973), CEO activism sends an important 

signal to consumers: intent to engage in non-business issues. Consumers are becoming 

increasingly conscious about the impact of firm engagement in broader societal issues (Stengel, 

2009; de Villiers, Naiker, & van Staden, 2011). For example, Cone Communications CSR Study 

(2017) shows that 78% of the American consumers want companies to address issues related to 

social justice. The study also shows that 87% of the consumers will purchase a product because a 

company advocated for an issue they cared about. However, 76% of the consumers mentioned 

that they will refuse to purchase a company’s product if the company supports an issue contrary 

to their beliefs. These findings suggest that liberal leaning CEO activism could work as a 

mechanism to address needs and interest of socially and politically conscious consumers.   

One of the core premises of signaling theory is that signaling is a tool for a firm to reduce 

information asymmetry between itself and stakeholders regarding the firm’s unobservable 

characteristics (Spence, 1973). CEO engagement in broader societal issues provides externally 

visible and recognizable symbols that a firm led by liberal leaning activist-CEO is willing not 

only to improve financial performance but also to serve broader society (Farooq et al., 2017). 

Such engagement thus communicates the underlying character of the company (Bhattacharya & 

Sen, 2004; Korschun et al., 2017). As a result, consumers will find companies led by liberal 

leaning activist-CEOs more attractive than those led by conservative leaning activist-CEOs. 

Indeed, research has shown that firms’ involvement on socially responsible activities often leads 

to a more positive image or reputation among consumers (de Jong & van der Meer, 2017). Due 

to the positive CEO’s standing among consumers (Dutton, Dukerich, & Harquail, 1994; 
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Dukerich, Golden, & Shortell, 2002), liberal leaning CEO activism can foster consumers’ 

perceived external prestige of the company. Thus, CEO engagement on broader societal issues 

provide consumers, particularly political consumers, with an instrument to satisfy their self-

definitional needs (Curras-Perez, Bigne-Alcaniz, & Alvarado-Herrera, 2009). These consumers 

are more likely to identify themselves with the company. However, consumers choice of 

organizations to identify with depends on their identity similarity with the CEO or company 

itself (Bhattacharya & Sen, 2003). In other words, consumers are likely to find a company’s 

identity more attractive when it matches their own sense of who they are (Bhattacharya & Sen, 

2003). For example, a consumer who is conscious about the consequences of climate change will 

be more attracted to a company led by an activist-CEO who advocates in favor of climate 

change. In addition to their support through consumption, these consumers are likely to defend 

the company, and CEO’s actions (Bhattacharya & Sen, 2003). Past research has shown that 

consumer identification results better attitude towards the brand and greater purchase intention 

(Curras-Perez et al., 2009). Building on the above arguments, I predict the following: 

H2: There is a positive (negative) relationship between liberal (conservative) leaning 

CEO activism and firm financial performance. 

 

3.3.3 The Moderating Role of Industry Dynamism 

Industry characteristics have been acknowledged to have significant impact on 

managerial actions and firms’ strategic choices (Bain & Qualls, 1987; Porter, 1980; Datta & 

Rajagopalan, 1998). Differences in industry characteristics are primarily derived from the task 

environment in which they operate. One of the most widely used categorization of organizational 

task environment consists of munificence, complexity, and dynamism (Dess & Beard, 1984). 

Among these dimensions, I specifically propose industry dynamism as an important boundary 
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condition in the relationship between CEO activism and firm performance. I focus on dynamic 

industries because these industries have more unpredictable and demanding stakeholders whose 

tastes and preferences shift more frequently. Due to the rapidly changing external environment, 

the ability of organizations to adapt to such environmental changes is becoming critical for firm 

success (Lumpkin & Dess, 2001; Prasad & Junni, 2016). However, some industries are more 

sensitive than others to unexpected changes in the business environment (Chan, Ngai, & Moon, 

2017). Accordingly, stakeholders’ reaction to CEO activism might vary depending on the 

industry dynamism.   

Industry dynamism, also known as environmental dynamism, refers to the “extent of 

unpredictable change in an organization's environment” (Goll & Rasheed, 2004: 44). Although 

the literature has used different terms such as uncertainty, volatility, and high-velocity, generally 

they all seem to capture the same underlying theme of unpredictable change in the environment 

(Goll & Rasheed, 2004: 44). Industry dynamism exerts an external pressure on firms as a result 

of rapid change in technology, changing customer preferences, and fluctuations in product 

demand (Chan, Yee, Dai, & Lim, 2016; Roberts, 2015).   

Due to their differences in knowledge, skills, and abilities, CEOs vary widely in their 

suitability for the specific environmental conditions they face (Hambrick et al., 2005; Nadkarni 

& Chen, 2014). The central premise of executive job demands literature is that the compatibility 

between environmental demands and executive abilities results superior firm outcomes, whereas 

incompatibility between the two results below average performance (Hambrick, Finkelstein, & 

Mooney, 2005; Nadkarni & Chen, 2014: 1813). For example, based on a survey among Canadian 

executives of small and medium-sized firms, Miller (1991) found that the failure to match 

between strategy and environment hurts firms’ financial performance. Due to their engagement 
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in progressive societal issues, liberal leaning activist-CEOs are more likely to “understand and 

monitor environmental contingencies and undertake responsive actions to adjust and align the 

internal activities of the firm to the external environmental requirements”  (Gibson, Waller, 

Carpenter, & Conte, 2007; Huy, 2001; Nadkarni & Chen, 2014: 1813). Compared to 

conservative leaning activist-CEOs, liberal leaning activist-CEOs are thus likely to be more 

compatible to the higher demands of stakeholders in dynamic industries.  

In dynamic industries, executives should be able gather information quickly to respond 

and adapt to new information (Prasad & Junni, 2016). They should use multiple sources of 

information and consider more strategic alternatives to be successful in dynamic environment 

(Eisenhardt, 1989; Goll & Rasheed, 1997). Liberal leaning activist-CEOs generally challenge the 

status quo and try to embrace diverse information in their decision-making process. They are 

more likely to access diverse information about consumers’ preferences that helps them be more 

creative and innovative (Walsh, 1995, Auh & Menguc, 2005). Thus, they are likely to come up 

with innovative solutions to various strategic challenges they face. On the other hand, 

conservative leaning activist-CEOs are likely to be concentrated exclusively on pro-business 

issues. This will limit their ability to consider important strategic alternatives in their decision-

making process (Hambrick & Mason, 1984). As a result, non-activist-CEOs will be less 

compatible in dynamic industries. Given these arguments, I propose the following hypothesis: 

H3: Industry dynamism positively moderates the positive (negative) relationship between 

liberal (conservative) leaning CEO activism and firm financial performance such that the 

positive relationship will be stronger for firms operating in dynamic industries.  

 

3.3.4 The Moderating Role of Corporate Social Performance (CSP) 

Corporate Social Performance (CSP) can be defined as a “business organization's 

configuration of principles of social responsibility, processes of social responsiveness, and 
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policies, programs, and observable outcomes as they relate to the firm's societal relationships” 

(Wood, 1991: 693). In this study, I argue that liberal leaning activist-CEOs improve firm 

performance especially among firms with high CSP. First, through their engagement in 

progressive societal issues, liberal leaning activist-CEOs are likely to enhance corporate 

reputation. Research has also shown that CSP leads to a more positive image among external 

stakeholders (de Jong & van der Meer, 2017). This implies that firms led by liberal leaning 

activist-CEOs seem more likely to reap the benefits of CSP through enhanced reputation 

compared to firms led by non-activist-CEOs. Empirical research provides some support for this 

argument (Servaes & Tamayo, 2013). For example, employing data from the KLD database 

between 1991–2005, Servaes and Tamayo (2013) found that firms engaging in and publicizing 

socially responsible initiatives can only add value if these activities and firm reputation are 

aligned. However, firms with poor reputation are unlikely to create shareholder values through 

CSP (Servaes & Tamayo, 2013).  

Second, strong CSP signals the firm’s commitment to social issues and help establish a 

socially responsible image of the firm (McWilliams & Siegel, 2000). Due to the alignment 

between CEO’s words and firm’s actions, consumers are more likely to believe that the firm is 

reliable and honest (McWilliams & Siegel, 2000). As such, when consumers are faced with 

products that are comparable in price and quality, they may prefer to choose products from 

companies that contribute to socially responsible practices (Gupta, 2002; Saeidi et al., 2015: 

343). Conversely, inconsistency between CEOs personal initiatives and company’s actions may 

lead to negative perception towards the firm (Groza et al., 2011). Such inconsistency increases 

consumers’ perception of corporate hypocrisy resulting in their disidentification with the 

company (Wagner, Lutz, & Weitz, 2009).  
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Finally, even if consumers do not agree with the stance taken by a liberal leaning activist-

CEO in general, they might like the socially responsible initiatives taken by the firm due to the 

altruistic nature of such initiatives. Research has shown that CSP enables firms to maintain their 

performance levels by creating good-will and offering an ‘insurance like’ protection (Godfrey, 

2005; Peloza, 2006; Shiu & Yang, 2017; Jo & Na, 2012). Jo and Na (2012), for instance, found 

that socially responsible initiatives reduced risk in firms operating in controversial industries 

such as alcohol, tobacco, and gambling. In addition, socially responsible firms are more likely to 

embrace the development of sustainable products, operations, and production processes that 

anticipate the projected evolution of external regulation and social trends (Groza et al., 2011; 

Wilson, 1975; Torugsa et al., 2012). All of these activities help reduce risk by avoiding costly 

fines and penalties imposed by government (Mackey, Mackey, & Barney, 2007). Taken together, 

these arguments suggest the following hypothesis: 

H4: Corporate social performance positively moderates the positive (negative) 

relationship between liberal (conservative) leaning CEO-activism and firm financial 

performance such that the positive (negative) relationship will be stronger(weaker) for 

firms with higher corporate social performance.  

 

3.3.5 The Moderating Role of Intensity of Consumer Activism  

Consumer activism can be defined as various actions taken by consumer groups “to 

influence firms' actions” (Rowley & Moldoveanu, 2003: 204). Scholars have long acknowledged 

the impact of consumer activism on firm performance (Pruitt & Friedman, 1986; Vasi & King, 

2012). Consumer activism acts as a signal for unobserved market information (King & Soule, 

2007; Vasi & King, 2012). However, depending on its intensity, consumer activism can affect 

certain firms more than the others. CEOs can closely monitor the intensity of consumer activism, 
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and assess the potential risk it poses and opportunities it brings to the organization (Mallin, 

Michelon, & Raggi, 2013).  

The intensity of consumer activism is likely to strengthen the liberal leaning CEO 

activism and firm performance relationship for a number of reasons. First, due to their 

engagement in progressive societal issues, liberal leaning activist-CEOs are willing to respond 

thoughtfully to important concerns raised by large number of consumers (Bundy, Shropshire, & 

Buchholtz, 2013). If CEOs take specific initiatives to address consumers’ demands, consumers 

might respond to these initiatives positively (Fassin, 2012). Social exchange theory (Gouldner, 

1960; Emerson, 1962) suggests that firm’s response to consumers’ demands will positively 

influence the subsequent consumers’ behaviors (Fassin, 2012). Due to this “reciprocal 

exchange”, organizational actions are contingent on those of consumers, and vice-versa (Molm, 

2000, 2003; Cropanzano & Mitchell, 2005). This interdependence encourages cooperation 

between organization and its consumers (Cropanzano & Mitchell, 2005). If consumers’ demands 

are addressed properly, firms can stimulate feelings of trust and commitment among their 

consumers (Hosmer & Kiewitz, 2005: 83). Such positive goodwill towards the firm among large 

number of consumers in turn will ‘lead to cooperative and innovative behaviors of definite 

benefit to the firm’ (Hosmer & Kiewitz, 2005: 83).  

Second, liberal leaning activist-CEOs, through their interaction with multiple group of 

consumers, can explore untapped opportunities (Ayuso, Angel Rodriguez, Garcia-Castro, & 

Angel Arino, 2011). Such interactions enable CEOs to consider several alternatives while 

addressing organizational challenges. For instance, they can integrate commonly ignored ideas 

into the innovation process (Ayuso et al., 2011). Based on a sample of 656 large companies, 

Ayuso et al. (2011), for instance, found that knowledge sourced from engagement with both 
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internal and external stakeholders contributes to a firm’s sustainable innovation orientation. The 

authors also maintained that firms should manage this knowledge internally in order to convert it 

into new ideas for innovation. However, this kind of opportunities are not available for firms that 

do not have large number of highly engaged consumers.  

Third, intensity of consumers activism can provide a social clue with regards to the 

degree of firm’s engagement in CSR activities that is considered appropriate. Behavioral theory 

of the firm (Cyert & March, 1963) suggests that while firms can set an objective reference point 

to measure their financial performance, it is difficult to select the clear reference point to 

measure their social performance (Nason, Bacq, & Gras, 2018). There is little consensus about 

how to set the criterion for social performance, and thus firms vary widely in the importance they 

place on social performance (Nason et al., 2018). As compared to conservative leaning activist-

CEOs, liberal leaning activist-CEOs will focus more in understanding of stakeholders’ demand 

and interest. As such highly engaged consumers will enable liberal leaning activist-CEOs to 

select a reference point vis-à-vis social performance, and these CEOs can address social and 

environmental issues adequately. 

Finally, in recent years, growing number of consumers have been using social media such 

as Facebook and Twitter to discuss important social issues (Gomez‐Carrasco & Michelon, 2017). 

For instance, the trend of boycott versus buycott hashtags on Twitter can be used to gauge the 

intensity of consumer activism in social media. Gomez‐Carrasco and Michelon (2017) found that 

the Twitter activism of key stakeholders has a significant impact on investors’ decisions. 

Activist-CEOs have also been using social media platform to engage in social and political 

issues. Frequent communication through the same channel of communication will be helpful in 

enhancing mutual understanding on progressive societal issues between liberal leaning activist-
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CEOs and consumer groups (Johnson & Lederer, 2005). As a result, highly engaged consumers 

will support a firm and its CEO (especially liberal leaning activist-CEO) by using such social 

media platforms. Taken together, these arguments suggest the following hypothesis: 

H5: The intensity of consumer activism positively moderates the positive (negative) 

relationship between liberal (conservative) leaning CEO-activism and firm financial 

performance such that the positive (negative) relationship will be stronger(weaker) for 

firms with high intensity of consumer activism.  

 

3.3.6 The Mediating Role of Adoption of Sustainable Business Models 

Sustainable business model can be defined as “a process where sustainability 

considerations (environmental, social, and financial) are integrated into company systems from 

idea generation through to research and development (R&D) and commercialization” (Clark & 

Charter, 2007: 9). It is a proactive strategic approach that addresses the need for innovative 

solutions to consumers’ demand (Roxas & Chadee, 2012; Teece, 2010). A synergistic 

combination of capabilities, products, processes and technology is needed to successfully 

implement sustainable business model (Auersweld, 2009; Phills et al., 2008; Nga & 

Shamuganathan, 2010).  

Why might liberal leaning activist-CEOs adopt sustainable business models? CEOs may 

select strategies that are aligned with their beliefs and ideologies (Hambrick & Wowak, 2019; 

Hambrick & Mason, 1984). For example, if executives of manufacturing firms believe in and 

advocate for public policy proposals for combating climate change, they are more likely to take 

certain actions to reduce the carbon emission level of their firms. Most of the issues raised by 

liberal leaning activist-CEOs are value-driven in nature that range from climate change to human 

rights (Chatterji & Toffel, 2017). Liberal leaning activist-CEOs are more likely to be attracted to 

sustainable business models to match such values and beliefs with their firms’ strategies (Fowler 



148 

 

& Hope, 2007). For example, Chatterji and Toffel (2017) have empirically demonstrated that 

activist-CEOs can influence their firms’ sustainability transitions through their public 

engagement and advocacy. The authors further maintain that activist-CEOs actively engage in 

the political process to shape government policies that are oriented towards sustainability 

transitions. 

To effectively adopt sustainable business models, executives may need to have a long-

term commitment even if their firms face financial adversity (Robeson & O’Connor, 2013). 

Indeed, while adoption of sustainable business models need long-term investments, they could be 

risky in terms of financial returns in the short term (Robeson, 2009; Robeson & O’Connor, 

2013). Compared to non-activist-CEOs, activist-CEOs are more likely to exhibit risk-taking 

behavior. In particular, liberal leaning activist-CEOs stay up to date with changing social trends 

(Veera, Puckett, & Murshed, 2016), they are more likely to search for innovative ways of 

delivering products and services (Weerawardena & Mort, 2006). Accordingly, they may respond 

to the external environment, employ organizational resources, and deliver the desired outcomes 

in a sustainable manner (Zhang & Swanson, 2014). On the other hand, due to their relatively 

narrow focus on pro-business aspects of the task environment, conservative leaning activist-

CEOs are less likely to constantly update the firm’s business model (Hambrick & Mason, 1984; 

Henderson et al., 2006). As a result, they will be more focused on improving those performance 

dimensions that are traditionally considered appropriate indicators of corporate success.   

However, the question arises: does adoption of sustainable business models lead to better 

firm performance? Adoption of sustainable business models requires a more rational use of 

natural resources (Gawel, 2012). Rational use of natural resources may lead to the lowering of 

firm’s production or service costs, which in turn will increase their long-term performance 
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(Gawel, 2012). In addition, sustainability-oriented practices enable firms to take corrective 

actions and to cope with unexpected situations (Ortiz‐de‐Mandojana & Bansal, 2016). Scholars 

argue that adoption of sustainable business models contributes to both short term and long-term 

outcomes. For example, drawing on 121 U.S.-based matched-pair firms during 1994–2008, 

Ortiz‐de‐Mandojana and Bansal (2016) demonstrated that sustainability oriented social and 

environmental practices are associated with organizational resilience, which was measured in 

terms of long-term outcomes such as improved financial volatility, sales growth, and survival 

rates. Taken together, these arguments suggest that activist-CEOs are likely to adopt sustainable 

business models, which, in turn, help improve firm performance. Accordingly, I propose the 

following: 

H6: Adoption of sustainable business model mediates the relationship between liberal 

leaning CEO activism and firm financial performance. 

 

3.4 Methodology 

3.4.1 Sample and Data Sources 

My sample consists of firms listed in the Standard & Poor’s 500 index spanning the years 

2008-2017. Since the trend of CEO activism has become more prevalent following the rise of the 

“tea party movement” in 2009 - a conservative political movement in the United States (BBC, 

2010), I chose 2008 as the onset of my sampling window. In doing so, I ensured that important 

events related to CEO activism are included in my dataset. I exclusively focused on S&P 500 

index since firms listed in this index represent diverse set of industries in the manufacturing and 

service sectors, with a significant impact on the U.S. economy. Availability of data on various 

variables of interest is another benefit of using S&P 500 firms.  

In constructing the study’s sample, I used the following criteria. First, some of the firms 

in my sample consist of two or more than two CEOs in a specific year during the sampling 
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window. For sample firms that experienced CEO turnover in a specific year during my sampling 

window and therefore had more than one CEO, I selected the CEO with the highest tenure. In 

case of equal tenure of two or more CEOs, I selected the predecessor as the strategies pursued by 

a CEO might last longer even after he/she left the firm. Finally, the firms led by these CEOs 

were examined for the availability of data on the study’s variables.  

I utilized multiple sources to collect data on CEO verbal and action-oriented activism. I 

used the U.S. newspaper universe found in the Lexis Uni database ranging from January 1, 2008 

to December 31, 2017 to collect data related to CEO verbal activism. Because I used all the U.S.-

based newspapers sources available in Lexis Uni database, I expected a systematic and 

comprehensive coverage of news related to CEO activism. I used ‘duplicate’ option in case of 

high similarity in newspaper content to avoid including multiple news items on the same issue. 

Second part of my data search is focused on action-oriented CEO activism. Data on this variable 

was collected from sample firms’ websites and other internet sources such as Lexis Uni, 

Bloomberg CEO’s profile, Fortune news, and Google advanced search. To collect data on my 

dependent, moderating and control variables, I utilized several data sources including Compustat 

- Capital IQ, BoardEx, KLD, Execucomp and Mergent Online. 

Propensity Score Matching 

Since CEO activism is a relatively new phenomenon that does not occur frequently, it is 

infeasible to employ a random sampling technique. However, simply comparing the mean 

difference of the outcome variables, in this case activist-CEOs and non-activist-CEOs, typically 

leads to biased estimators, because the distributions of the independent variables in the two 

groups may differ (Li, 2013). One possible solution to this problem could be a matched-pair 

design. Given the potentially limited number of activist-CEOs, exact matches might not be easily 
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available. Thus, I used propensity score matching (PSM) technique (Rosenbaum & Rubin, 1983; 

Li, 2013), which allowed for efficient matching of treatment and control (also known as 

counterfactual) sample (Rosenbaum & Rubin, 1983). Although PSM has been widely used in 

other fields such as economics (Dehejia & Wahba, 1999), finance (Campello, Graham, & 

Harvey, 2010), and political science (Arceneaux, Gerber, & Green, 2006), it has generally been 

overlooked by management scholars (Li, 2013: 189). Recently, however, management scholars 

are increasingly using this technique in their research designs (Boivie, Graffin, Oliver, & 

Withers, 2016). 

PSM technique matches observations from treatment and counterfactual samples on 

several dimensions using the estimated likelihood of receiving treatment (Shipman, Swanquist, 

& Whited, 2016: 213). In my study, activist-CEOs led firms are the treatment group while non-

activist-CEOs led firms are considered counterfactuals. PSM matches based on a “propensity 

score”- defined as the probability that the activist-CEO in the treatment group is conditional on 

the observed firm variables (Hope, Thomas, & Vyas, 2011). As a first step of PSM, theoretically 

meaningful covariates that can reduce selection bias should be chosen (Li, 2013). I used the 

following six covariates that predict CEO activism: firm performance, firm age, firm size, CEO 

gender, CEO founder status, and Fama & French industry groups. I estimated a probit model to 

generate propensity scores for my sample. I used the “psmatch2” user written command in Stata 

14 to identify an appropriate non-activist-CEO for each activist-CEO. All these six predictors 

were lagged by one year (t-1) from outcome variable (CEO activism).  I utilized nearest-

neighbor matching (one to one matching) without replacement, which allowed me to match each 

activist-CEO (treatment) to the non-activist-CEO (counterfactual) with the closest propensity 

score (Boivie et al., 2016: 1690). The propensity scores generated following this process yielded 
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178 unique matched pair firms (89 firms with activist-CEOs and 89 firms without activist-

CEOs). Unlike first essay, this essay utilized quarterly data of CEO activism. Because many 

firms’ CEOs made more than one comment during the sampling window, my final sample 

consisted of 572 observations (286 observations representing CEO activism and 286 

observations from non-activist-CEOs). The unit of analysis in my study is firm-activism-quarter. 

It should be noted that some activist-CEOs made more than one comment at various times in the 

sampling window. For instance, Apple’s CEO Timothy D. Cook and JPMorgan Chase’s CEO 

James Dimon made sixteen and fourteen comments respectively during the sampling window. 

On the other hand, Allergan’s CEO Brenton L. Saunders and Quest Diagnostics’s CEO Stephen 

H. Rusckowski made only one comment during the sampling window. If a CEO made more than 

one comment in a particular quarter of a year, it was considered one observation. However, since 

I used frequency of CEO activism as my independent variable, I counted the number of 

comments made by a CEO in a particular quarter to measure CEO activism.  

Endogeneity Issues 

Since the presence of an activist-CEO in a firm may not be randomly determined, there is 

a possibility of sample-induced endogeneity in the proposed relationships (Certo, Busenbark, 

Woo, & Semadeni, 2016). By adopting propensity score matching technique, I addressed the 

possible bias due to endogeneity concerns (Boivie, Graffin, Oliver, & Withers, 2016; Hamilton 

& Nickerson, 2003; Certo et al, 2016). This technique addressed the sample-induced endogeneity 

issue by allowing me to isolate the treatment condition (selection of activist-CEO) from control 

condition (selection of non-activist-CEO) (Boivie, Graffin, Oliver, & Withers, 2016). In addition 

to sample induced endogeneity, there could be another endogeneity resulted from simultaneous 

causality of independent and dependent variables (Certo et al, 2016). I addressed this issue of 
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simultaneous causality by lagging all independent, moderating, mediating and control variables 

by one year (Adams, Almeida, & Ferreira, 2009). 

3.4.2 Measures   

Dependent Variables: There are two dependent variables in this essay. The first, stock 

market reaction is used as a dependent variable in my first hypothesis. For subsequent 

hypotheses, I used firm financial performance as a dependent variable. I conducted an event 

study analysis to examine my first hypothesis. I used ‘Event study by WRDS’, a program which is 

available on Wharton Research Data Services (WRDS) platform, to carry out event study. Event 

study methodology is used to examine whether there is an “abnormal” stock to new and 

unanticipated information released-in this case, CEOs’ engagement in sociopolitical issues 

(McWilliams & Siegel, 1997). While abnormal stock returns are measured as the difference 

between the observed returns and the normal returns for the firm's stock pertaining to an 

unanticipated event (Tian, Haleblian, & Rajagopalan, 2011), cumulative abnormal returns 

(CARs) refers to the difference between the actual ex post returns over the event window and the 

normal returns for the firm's stock (MacKinlay, 1997; Brauer & Wiersema, 2012). The rationale 

behind using CAR is to see whether a particular event is capable of triggering abnormal stock 

price changes, ultimately leading to abnormal returns (Shiu & Yang, 2017). 

Reviewing event study methodology, McWilliams and Siegel (1997) described following 

three fundamental assumptions underlying this methodology: (1) markets are efficient, (2) the 

event was unanticipated, and (3) there were no confounding effects during the event window. 

They further discussed several key research design issues pertinent to event studies: 1) sample 

size must be sufficient to support the normality assumption, 2) event studies are sensitive to 

outliers, particularly when small samples are used, and 3) the length of the event window must 
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be sufficiently short, ensuring that only abnormal returns surrounding the event of interest are 

captured. In my study, I tried to address all of these issues. I computed the cumulative abnormal 

return using various time windows around the day of CEO comment. Scholars noted that the 

nature of a particular event under consideration should determine the length of the event window 

(Ryngaert & Netter, 1990). For example, where it can be shown that leakage of information is 

likely, the window should include some time prior to the announcement of the event so that 

abnormal returns associated with the leakage can be captured. In the absence of uncertainty 

about when information is actually revealed to the market, it is difficult to justify a long window 

(McWilliams & Siegel, 1997). Thus, as leakage of information regarding CEO activism is 

unlikely, short event window (0,1)-i.e. day of and day after event- is used in my main 

specification. Such a short event window also avoids spurious effects of events that were not the 

object of this study (McWilliams & Siegel, 1997). However, to see the robustness of the results, I 

used following alternative windows as well: (-3,0), (-2,0), (-1, 0), (0, 1), (0, 2), (0, 3), (-1, 1), (-1, 

2), and (-1, 3). Among several risk models, I used market model, which is widely used for short 

event window (Brown & Warner, 1985). In addition, there is no standard convention in the 

literature for assigning an estimation window; however, most of them range between 250 and 

260 days in the estimation period, which roughly corresponds with the number of trading days in 

a calendar year (Ramchander, Schwebach, & Staking, 2012). Thus, I adopted a 250-day 

estimation period with the minimum number of valid returns of 100.   

I measured firm financial performance in terms of growth in quarterly sales revenue 

(Reuber & Fischer, 2002; Acharya, Abebe, & Kroll, 2019). I first identified the quarter of the 

year when CEO engage in sociopolitical issue. Next, I subtracted quarterly sales revenue from 

the quarter in which CEO engage in sociopolitical issue from the same quarter a year earlier. I 
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then divided this value by quarterly sales revenue from the same quarter a year earlier. For 

instance, if a CEO engage in sociopolitical issue in first quarter of 2017 (e.g. January 5), I 

subtracted sales revenue of first quarter of 2017 from that of first quarter of 2016. I then divided 

this value by quarterly sales revenue of first quarter of 2016. I used Compustat- Capital IQ to 

collect data on sales revenue.  

Independent Variable: The independent variable examined in this study is CEO 

activism. I used both verbal and action-oriented activism in this study. I operationalized CEO 

verbal activism in terms of the number of controversial comments they made during the 

sampling window. In particular, I counted the number of political, social, environmental and 

economic comments made by a CEO during my sampling window. The original list of articles 

was determined by newspapers containing the name of an individual CEO. To find relevant news 

items, I searched all U.S. based news sources that include any of these subjects: 1) Law and legal 

system 2) International relations and national security 3) Government 4) Election and Politics 5) 

Immigration 6) Human Rights 7) Sex and Gender issues 8) Race 9) Religion and spirituality 10) 

Environment and natural resources/climate change 11) Taxation 12) Healthcare system. I believe 

CEO’s involvement on any of these activities is distinct from non-market strategy, strategic 

CSR, and other kinds of corporate engagement with the public sphere (Chatterji & Toffel, 2017). 

Consistent with Billings, Geronimo Terkla, and Reid (2009) and Cha, Abebe, and Dadanlar 

(2018), I collected data on action-oriented activism- which is typically referred to as CEO civic 

engagement- on three different categories: local community-based activities, social issue-

oriented engagement and political engagement.  I operationalize CEO action-oriented activism in 

terms of number of social and political activities they engage in. Specifically, I counted CEO 

engagement in each of the following three areas:  local community-based activities, social issue-
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oriented engagement and political engagement (Billings, Geronimo Terkla, & Reid, 2009; Cha, 

Abebe, & Dadanlar, 2018). Finally, I categorized all activist-CEOs into liberal leaning and 

conservative leaning based on the activities they engage in. I assigned ‘-1’ for each liberal 

leaning engagement and ‘+1’ for each conservative leaning engagement. 

Moderating Variables: In this essay, I examine the following three moderating 

variables: industry dynamism, corporate social performance, and intensity of consumer activism. 

I operationalized industry dynamism in terms of fluctuations in market demand (Nadkarni & 

Chen, 2014). Specifically, I used coefficient of variation of yearly sales to measure industry 

dynamism (Boyd, 1995; Nadkarni & Chen, 2014). I used Compustat- Capital IQ to collect data 

on industry dynamism.  

Consistent with McWilliams et al. (2006), Ramchander et al. (2012), and Shiu and Yang 

(2017), I used Kinder, Lydenberg, Domini & Co. (KLD) database (now known as MSCI) to 

collect both corporate social performance, and corporate environmental performance. This 

database provides annual data of firms’ environmental, social, and governance (ESG) 

performance indicators since 1991 based on their exposure to industry specific ESG risks and 

their ability to manage those risks relative to peers.  

As explained by MSCI ESG Research (2015), social and environmental performance 

indicators are scored by a simple binary scoring model: i) If a company meets the assessment 

criteria established for an indicator, then this is signified with a “1”, ii) If a company does NOT 

meet the assessment criteria established for an indicator, then this is signified with a “0”, iii) If a 

company has NOT been researched for a particular indicator, then this is signified with a “NR” 

(Not Researched). For the purpose of my study, I used a Net CSR score by subtracting KLD 

strengths from KLD concerns indicators.  

http://www.kld.com/
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I measured the intensity of customer activism as a count variable. Specifically, I counted 

how many times a firm has been targeted with consumer boycott event during sample period. I 

used multiple sources such as the Ethical Consumer Boycott list (www.ethicalconsumer.org), 

Lexis Uni, twitter hashtags, and Google advanced search to collect data on consumer boycott.  

Mediating Variable: Adoption of sustainable business model is a mediating variable of 

this study. Adoption of sustainable business model is operationalized as a binary variable by 

examining whether a firm is listed at least once in Dow Jones Sustainability Index (DJSI) during 

the sampling window. The composition of the DJSI is reviewed annually based on the total 

sustainability scores resulting from the annual RobecoSAM Corporate Sustainability Assessment 

and is rebalanced quarterly (Dow Jones Sustainability Index, 2019). This index is based on 

RobecoSAM Corporate Sustainability Assessment (CSA), which conducts an annual assessment 

of over 4500 companies around the world by incorporating both industry specific and firm 

specific factors (Dow Jones Sustainability Index, 2019). Through this process, top ranked 

companies within each industry are included in Dow Jones Sustainability Index family (Dow 

Jones Sustainability Index, 2019).  

Control Variables: I controlled for following nine variables in this essay: firm size, 

organizational slack, firm age, board independence, board size, CEO duality, firm political 

engagement, CEO political engagement, and Fama & French industry classification. Compared 

to smaller firms, larger firms are likely to generate more profit due to their diverse capabilities 

and ability to exploit economies of scale and scope (Majumdar, 1997: 233). Accordingly, I 

controlled for firm size, which is measured as the natural logarithm of the firm’s total number of 

employees (McDonnell & Werner, 2016). Older firms are not prone to the liabilities of newness 

(Stinchcombe, 1965), and are likely to gain benefits from their experience curve (Majumdar, 
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1997: 233). Accordingly, they may be more profitable than younger firms. Firm age is measured 

as number of years since firm’s incorporation year (Tang et al., 2015), and is transformed into 

logarithmic value. Organizational slack has been shown to affect firm’s performance (Tan & 

Peng, 2003). I measured organizational slack in terms of firm’s debt to equity ratio.  

I included board size as another control variable, as research has shown it has a negative 

correlation with firm performance (Eisenberg, Sundgren, & Wells, 1998). Board size is measured 

as the number of total board members on each firm’s board (Chikh & Filbien, 2011). Research 

has shown a positive association between the level of independent directors on boards and firm 

performance (Dalton, Daily, Ellstrand, & Johnson, 1998). I measured this variable as the ratio of 

outside (non-executive) directors to total number of directors serving on sample firms’ boards 

(Rosenstein & Wyatt, 1990). CEO duality, a situation where a CEO is also the chairperson of the 

board of directors (Finkelstein, 1992), has shown to have significant impact on firm performance 

(Rechner & Dalton, 1991). If a CEO is also a chairperson of the board of directors, I coded it as 

“1” and “0” otherwise (Boyd, 1995; Daily & Dalton, 1994).  

I included corporate political activity as a control variable, since research has shown that 

firm can enhance performance by engaging in such activities (Hillman, Keim, & Schuler, 2004). 

I operationalized corporate political activity using firm level political donations (Cooper, Gulen, 

& Ovtchinnikov, 2010) that include all campaign contributions to federal candidates, parties, 

political action committees (including super PACs), federal 527 organizations, and Carey 

committees during the sample window. To measure this variable, I collected data on corporate 

level donation for every even year during my sampling window. CEO political engagement has 

also been shown to have positive impact on firm performance (You & Du, 2012). I 

operationalized CEO political engagement in terms of CEO total political donation, which 



159 

 

includes donations to party, political action committees (PACs), and candidates. This data was 

collected for each presidential election cycle during the sample window.  

I controlled for firm industry membership, since firms in certain industries can 

outperform those in other industries (Stimpert & Duhaime, 1997). I used Fama & French 

industry categorization to code firm industry membership (Werner, 2017). I added year fixed 

effect in my model to accommodate for time of CEO activism. All of these control variables 

except industry membership and year fixed effect were lagged by a year.    

Data on control variables were collected from several sources including Compustat - 

Capital IQ, BoardEx, and Mergent Online. In particular, data on firm level control variables such 

as firm size and organizational slack were collected from Compustat- Capital IQ. Similarly, data 

on firm age was collected from Mergent Online. Data on governance variables, specifically, 

board independence and board size were collected from BoardEx. Similarly, ExecuComp was 

utilized to collect data on CEO duality and CEO gender. Data on both CEO political engagement 

and firm political engagement were collected from Center for Responsive Politics 

(opensecret.org), which provides federal campaign contributions and lobbying information based 

on the data released by Federal Election Commission (FEC). Finally, data on Fama & French 

industry classification was collected from Kenneth R. French’s webpage available on Dartmouth 

College’s website. The above discussed definitions, operationalizations, and data sources of 

predictor, outcome, and control variables are summarized below in Table 3.2. 
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Table 3. 2: Summary of Variable Operationalizations 
Variables Definition Operationalization Data Sources Years measured 

CEO activism CEOs’ publicly expressed opinions and 

their action oriented personal 

engagement on sociopolitical issues 

CEOs’ comments on controversial 

sociopolitical issues as well as their 

personal engagement in local community-

based activities, social issue-oriented 

activities and political activities. It is 

measured as a count variable. Based on 

the ideological orientation, ‘-1’ assigned 

for each liberal leaning engagement and 

‘+1’ for each conservative leaning 

engagement. 

LexisNexis Academic 

Universe database, twitter, 

Facebook status, YouTube 

video, Wikipedia CEO’s 

profile, Bloomberg CEO’s 

profile, Fortune news, and 

Google advanced search, 

Sample firm website  

2008-2017 

Cumulative 

abnormal return 

“The difference between the actual ex 

post return of a security over the event 

window and the normal return of the 

company if the event had not taken 

place” (Brauer, & Wiersema, 2012: 

1479) 

“The difference between the actual ex 

post return of a security over the event 

window and the normal return of the 

company if the event had not taken place” 

(Brauer & Wiersema, 2012: 1479) 

Event study by WRDS 2008-2017 

Firm performance Whether a firm fulfills its financial 

goals 

Quarterly sales growth: Quarterly sales 

revenue was subtracted from the quarter 

in which CEO engage in sociopolitical 

issue from the same quarter a year earlier. 

This value was then divided by quarterly 

sales revenue from the same quarter a 

year earlier. 

Compustat- Capital IQ 2008-2017 

Industry dynamism “The extent of unpredictable change in 

an organization's environment” (Goll & 

Rasheed, 2004: 44). 

Coefficient of variation of yearly sales 

(Boyd, 1995; Nadkarni & Chen, 2014) 

Compustat- Capital IQ 2008-2017 

CEO political 

engagement 

“Manifestations of underlying values” 

of a CEO (Chin, Hambrick, & Trevino, 

2013: 203) 

CEO total political donation (donations to 

party, political action committees (PACs), 

and candidates 

Centre for Responsive Politics 

(opensecret.org) 

2008-2017 

Firm corporate 

social performance 

“Context-specific organizational 

actions and policies that take into 

account stakeholders’ expectations and 

the triple bottom line of economic, 

social, and environmental 

performance” Aguinis (2011: 855) 

Negative social and environmental 

performance indicators were subtracted 

from positive social and environmental 

performance indicators to get a single 

indicator 

MSCI database (formerly 

known as KLD and GMI) 

2008-2017 
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Corporate political 

activity 

“Corporate attempts to shape 

government policy in ways favorable to 

the firm” (Hillman, Keim, & Schuler, 

2004: 838) 

Firm level political donations (all 

campaign contributions to federal 

candidates, parties, political action 

committees (including super PACs), 

federal 527 organizations, and Carey 

committees) 

Centre for Responsive Politics 

(opensecret.org) 

2008-2017 

Intensity of 

consumer activism 

Various strategies taken by consumers 

“to influence firms' actions” (Rowley & 

Moldoveanu, 2003: 204)  

Measured in terms of number of 

consumer boycott events. How many 

times a firm has been targeted with 

consumer boycott during sample period is 

examined. 

www.ethicalconsumer.org, 

LexisNexis Academic 

Universe, twitter hashtags, 

Google advanced search, and 

www.forbes.com 

2008-2017 

Adoption of 

sustainable business 

models 

“A process where sustainability 

considerations (environmental, social, 

financial) are integrated into company 

systems from idea generation through 

to research and development (R&D) 

and commercialization” (Clark & 

Charter, 2007: 9) 

If a firm is listed in Dow Jones 

Sustainability Index during the sampling 

period, it is coded as “1” and “0” 

otherwise. 

Dow Jones sustainability 

index website 

2008-2017 

Firm size A broad measure of size of a firm  Natural logarithm of the firm’s total 

number of employees (McDonnell, & 

Werner, 2016) 

Compustat- Capital IQ 2007-2016 

Firm age  Number of years since firm’s 

incorporation year  

Natural logarithm of number of years 

since firm’s incorporation year 

Mergent Online 2007-2016 

Organizational slack  “The cushion of actual or potential 

resources which allows an organization 

to adapt successfully to internal 

pressures for adjustment or to external 

pressures for change in policy, as well 

as to initiate changes in strategy with 

respect to the external environment” 

(Bourgeois, 1981: 30) 

Firm’s debt to equity ratio Compustat- Capital IQ 2007-2016 

Board size Number of total board members Number of total board members on each 

firm’s board 

BoardEx 2007-2016 

Board independence Number of outside board members who 

do not engage in day-to-day firm 

operations  

Ratio of outside directors to total number 

of directors 

BoardEx 2007-2016 

http://www.forbes.com/
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CEO duality  A situation where a CEO is also the 

chairperson of the board of directors 

(Finkelstein, 1992) 

If a CEO is also a chairperson of the 

board of directors, it was coded as “1” 

and “0” otherwise (Boyd, 1995; Daily & 

Dalton, 1994).  

 

ExecuComp 2007-2016 

Fama & French 

industry 

categorization  

Industry categorization developed by 

Fama & French  

Nominal coding of industry membership 

based on Fama & French industry 

membership 

Kenneth R. French’s webpage 

available on Dartmouth 

College’s website 

2007-2016 
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3.4.3 Analytical Approach 

Given the multiple years of observations, my data represent an (unbalanced) panel 

dataset. In general, three statistical approaches- Generalized estimating equations (GEE), fixed 

effects and random effects- are used in panel regression analysis (Wooldridge, 2016; Allison, 

2005; Echambadi, Campbell, & Agarwal, 2006). These approaches have some structural 

similarities and dissimilarities in their underlying assumptions (Gardiner, Luo, & Roman, 2008). 

While random effect model assumes that the unobserved effect is uncorrelated with the 

explanatory variables in each time period, fixed effect model assumes that the unobserved effects 

are arbitrarily correlated with the explanatory variables in each time period (Wooldridge, 2016). 

Both random effect and fixed effect models calculate intra-cluster correlation by accounting 

individual- effects (Zorn, 2001). Fixed effect model accounts for only within-unit information to 

calculate estimates; however, random effect model uses both between- and within-unit 

information to calculate estimates (Certo & Semadeni 2006). Instead of including individual 

(cluster specific) effects, GEE estimation includes intra-cluster effects, commonly known as 

intra-cluster correlation (Zorn, 2001). By adjusting covariance matrix of the estimated 

parameters, this approach accounts for non-independence observations (e.g. CEO activism) 

during the sampling window (Zorn, 2001). 

I performed specification tests to determine an appropriate statistical approach for my 

analyses. Specifically, I utilized Hausman test to accomplish this goal (Hausman, 1978). If 

Hausmann test fails to reject the null hypothesis, it suggests that random effect and fixed effect 

estimates are sufficiently close, and that the sampling variation is so large in the fixed effect 

estimates that one cannot conclude practically significant differences are statistically significant 

(Wooldridge, 2016: 444). In this situation, random effect model is used. However, if the test 
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rejects null hypothesis, random effects will be inconsistent, and thus fixed effect model is used 

(Wooldridge, 2016; Green, 2008). 

Hausman test did not provide significant results (Chi-Square = 4.95, n.s.) suggesting that 

the random effect model is appropriate for examining the relationship between CEO activism 

and firm performance. Even though Hausman test suggests a random effect model to examine 

the relationship between CEO activism and firm performance, past studies in this area have used 

GEE estimation for panel data with non-independent and time invariant observations (Liang & 

Zeger, 1986; Chin, Hambrick, & Trevino, 2013) such as CEO activism. My independent 

variable, CEO activism, is highly correlated in nature, since some CEOs may repeatedly engage 

in sociopolitical issues and some others may remain silent on those issues during the sampling 

window. The method of GEE is a population- averaged approach to estimation with correlated 

data (Zorn, 2001: 474). More specifically, GEE is useful for data with “repeated measures 

(including panel and time-series cross-section designs), data involving sequences of related 

decisions by [executives], and a range of other circumstances where conditional independence 

across observations is unlikely” (Zorn, 2001: 485). Another technique that is used in highly 

correlated longitudinal data is generalized linear mixed models (GLMM) (Allison, 2005; 

Echambadi, Campbell, & Agarwal, 2006).While GLMM is used when a study is focusing on 

specific subjects without any comparisons between or among groups, GEE is used to compare 

between and among groups (Echambadi, Campbell, & Agarwal, 2006). I used GEE rather than 

GLMM, since my sample include both activist and non-activist-CEOs based on propensity score 

matching. Thus, I employed GEE in my main analyses to explore the relationship between CEO 

activism and firm performance. I specified a Gaussian family with an identity link function and 

an exchangeable correlation structure. This approach was used by Chin et al. (2013) to examine 
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the influence of CEOs’ political ideology on organizational outcomes. In all of the models, I 

utilized robust standard errors with company-level clustering to measure the statistical 

significance of my estimates (Hutton, Jiang, & Kumar, 2015: 2913).   

 In addition to my main analysis that employed population average model (i.e. GEE), I 

performed fixed effect and random effect models (not shown in the tables). Direction of 

relationships did not vary significantly from the main analysis when fixed and random effect 

models were used to examine proposed hypotheses. Furthermore, I conducted supplementary 

analyses to examine whether the findings remain robust when alternative operationalization of 

CEO activism is used. Specifically, I operationalize CEO activism as a binary measure (1= 

presence of an activist-CEO; 0 = presence of a non-activist CEO) which differs from my original 

operationalization of CEO activism (i.e. frequency of CEO sociopolitical engagement).  

Finally, I examined Variance Inflation Factor (VIF) values to test for the presence of 

multicollinearity among independent variables of this study (Hair et al., 2010). Large VIF values 

indicate a high degree of collinearity or multicollinearity among the independent variables (Hair 

et al., 2010). All of the independent and control variables have VIF scores of less than 10 with 

the highest VIF of 2.22, the lowest VIF of 1.19, and the mean VIF of 1.65. Accordingly, I 

concluded that there were no concerns of multicollinearity in my analysis. In the next section, I 

present the results of my statistical analyses. 

3.5 Results  

3.5.1 Descriptive Statistics and Correlations 

Table 3.3 below presents the means, standard deviations and correlations of the study’s 

variables. There are a number of significant correlations in the table. CEO activism is positively 

correlated with quarterly sales growth (r = 0.18, p < 0.01), corporate social performance (r = 
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0.25, p < 0.01), consumer activism (r = 0.28, p < 0.01), sustainable business models (r = 0.10, p 

< 0.05),  CEO duality (r = 0.14, p < 0.01) and corporate political activity (r = 0.30, p < 0.01). On 

the other hand, CEO activism has a significant negative correlation with firm age (r = -0.13, p < 

0.01) and board independence (r = -0.11, p < 0.01). 
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Table 3.3. Descriptive Statistics and Correlations 

 
 Variables Mean Std. 

Dev. 
1 2 3 4 5 6 7 

1 Quarterly Sales Growtha -2.65 1.23 1.00 
      

2 CEO Activismb 0.58 0.69 0.18*** 1.00 
     

3 Conservative leaning CEO Activismc -0.16 0.69 0.03 -0.24*** 1.00 
    

4 Industry Dynamism 0.10 0.07 0.16*** 0.06 -0.01 1.00 
   

5 Corporate Social Performance 6.04 4.10 -0.06 0.25*** -0.05 -0.05 1.00 
  

6 Consumer Activism 0.21 0.54 0.00 0.28*** -0.07* 0.19*** 0.09 1.00 
 

7 Sustainable Business Models 0.16 0.37 0.00 0.10** 0.06 -0.03 0.49*** 0.10** 1.00 

8 Firm Sized 4.29 1.26 -0.28*** 0.01 0.02 -0.15*** 0.28*** 0.18*** 0.14*** 

9 Organizational Slack -0.89 50.23 -0.08 -0.02 0.01 0.01 -0.08 0.01 0.02 

10 Firm Agee 4.14 0.72 -0.35*** -0.13*** 0.11*** -0.16*** 0.28*** 0.12*** 0.10** 

11 Board Independence 0.63 0.08 -0.25*** -0.11*** 0.02 -0.18*** 0.01 0.02 0.02 

12 Board Size 11.62 2.21 -0.20*** 0.03 -0.04 -0.24*** 0.24*** 0.12*** 0.02 

13 CEO Duality 0.62 0.49 0.01 0.14*** -0.06 -0.17*** -0.03 0.03 0.02 

14 Corporate Political Activityf 13.22 1.46 0.04 0.30*** 0.01 -0.17*** 0.29*** 0.24*** 0.14*** 

15 CEO Political Engagementg 10.93 1.33 0.07 0.01 0.10** -0.05 0.03 -0.08* -0.06 

a(Log-transformed quarterly sales growth); b(frequency of CEO activism measured each quarter); c(-1=liberal leaning CEO activism, 0=No leaning, 

1=Conservative CEO activism); d(Log-transformed number of employees); e(Log-transformed firm age); f(Log-transformed total corporate donation during 

every even years); g(Log-transformed total CEO donation during every presidential election); * p < 0.10 **p < 0.05 ***p < 0.01    
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Table 3.3. Descriptive Statistics and Correlations (contd.) 
 

 
 

8 9 10 11 12 13 14 15 

8 Firm Size 1.00 
       

9 Organizational Slack 0.02 1.00 
      

10 Firm Age 0.29*** 0.07 1.00 
     

11 Board Independence 0.13*** 0.00 0.36*** 1.00 
    

12 Board Size 0.25*** 0.01 0.30*** 0.53*** 1.00 
   

13 CEO Duality 0.15*** 0.08** 0.10** 0.13*** 0.12*** 1.00 
  

14 Corporate Political Activity 0.33*** 0.01 0.14*** 0.11** 0.29*** 0.27*** 1.00 
 

15 CEO Political Engagement 0.09* -0.01 0.00 0.09** 0.13*** 0.21*** 0.32*** 1.00 

* p < 0.10 **p < 0.05 ***p < 0.01    
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3.5.2 Investor Reactions to CEO Activism 

Hypothesis 1 predicted a significant negative stock market reaction to CEO activism. 

Table 3.4 below reports the mean cumulative abnormal return (CAR) percentages and 

corresponding Patell’s Z-statistics for different event windows. The results indicate that CEO 

activism incidents, overall, were followed by a marginally significant decrease in the firm’s 

cumulative abnormal stock return during the day of the CEO comment (Mean CAR = -0.09 %). I 

also analyzed specific types of CEO activism. In the case of CEO sociocultural comments, there 

were significant negative stock market reactions during the day of the comment (Mean CAR = -

0.22 %) and a day after the comment (Mean CAR = -0.34 %). In the case of CEO political and 

environment related comments, there were no significant stock market reactions during any of 

the event windows. Finally, I also analyzed how stock market reacts to the first ever comment 

made by a CEO. The results show that the average CARs were negative and marginally 

significant -0.19 percent and -0.19 percent for the two-day event window (-1, 0) and three days 

event window (-1,1) respectively. These results provide partial support for hypothesis 1.
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Table 3.4: Investor Reactions to CEO Activism1 

 

Event 

window 

Overall Comments 

(n=322) 

Political Comments 

(n=170) 

Socio-cultural 

Comments 

(n= 108) 

Environment-related 

Comments (n=43) 

 

 

First Comments only 

 Mean 

CAR (%) 
Patell’s Z 

Mean 

CAR (%) 
Patell’s Z 

Mean CAR 

(%) 
Patell’s Z 

Mean 

CAR (%) 
Patell’s Z 

Mean 

CAR (%) 

Patell’s 

Z 

(-3,0) 0.00 -0.11 0.05 0.17 -0.21 -1.26 0.33 1.33 0.16 0.43 

(-2,0) -0.03 -0.61 0.05 0.19 -0.21 -1.58 0.06 0.43 0.10 -0.07 

(-1, 0) -0.03 -0.82 0.05 0.19 -0.15* -1.72 -0.07 0.03 -0.19* -1.83 

(0)a -0.09* -1.71 -0.03 -0.75 -0.22** -2.54 0.02 0.72 -0.14 -1.63 

(0, 1) -0.11 -1.26 -0.01 -0.01 -0.34** -2.23 -0.03 -0.10 -0.14 -1.40 

(0, 2) -0.10 -1.02 -0.08 -0.23 -0.23 -1.61 0.08 0.08 0.13 0.15 

(0,3) -0.05 -0.64 -0.01 -0.03 -0.32* -1.79 0.39 1.02 0.33 0.59 

(-1,1) -0.06 -0.71 0.08 0.59 -0.27* -1.76 -0.11 -0.48 -0.19* -1.70 

(-1,2) -0.04 -0.60 0.01 0.32 -0.16 -1.33 -0.01 -0.27 0.08 -0.34 

(-1,3) 0.01 -0.31 0.08 0.45 -0.24 -1.54 0.30 0.61 0.28 0.12 

1Abnormal returns derived from the market model, Estimation Window: 250; Minimum numbers of valid returns: 100; Gap: 50  
avalues reported in this row are mean abnormal return and Patell Z of the event day. *p-value < 0.10; ** p-value < 0.05; ***p-value<0.010= day of   -1= day 

before 1= day after   
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3.5.3 GEE Estimation- CEO Activism and Firm Performance 

The results of the Generalized Estimating Equation (GEE) analyses are presented in 

Table 3.5 below. Hypothesis 2 predicted a positive (negative) relationship between liberal 

(conservative) leaning CEO activism and firm financial performance. As can be seen in Model 1, 

the coefficient for conservative leaning CEO activism has a positive and statistically significant 

coefficient (β = 0.21, p < 0.01). Accordingly, hypothesis 2 did not receive empirical support. 

Contrary to my prediction, the results suggest that there is a positive relationship between 

conservative leaning CEO activism and firm financial performance.  

The test for hypothesis 3 is shown in Model 2. Hypothesis 3 suggested that industry 

dynamism positively moderates the positive (negative) relationship between liberal 

(conservative) leaning CEO activism and firm financial performance such that the positive 

relationship will be stronger for firms operating in dynamic industries. The interaction term 

between conservative leaning CEO activism and industry dynamism, contrary to my prediction, 

is not statistically significant (β = 0.15, n.s.). Accordingly, hypothesis 3 did not receive empirical 

support. 

Hypothesis 4 proposed that corporate social performance positively moderates the 

positive (negative) relationship between liberal (conservative) leaning CEO-activism and firm 

financial performance such that the positive (negative) relationship will be stronger (weaker) for 

firms with higher corporate social performance. The results in Model 3 below show that the 

interaction term between the conservative leaning CEO activism and corporate social 

performance is not statistically significant (β = -0.02, n.s.). Accordingly, hypothesis 4 did not 

receive empirical support. 
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Hypothesis 5 posited that the intensity of consumer activism positively moderates the 

positive (negative) relationship between liberal (conservative) leaning CEO-activism and firm 

financial performance such that the positive (negative) relationship will be stronger(weaker) for 

firms with high intensity of consumer activism. As can be seen in Model 4 below, the interaction 

term between the conservative leaning CEO activism and intensity of consumer activism is not 

statistically significant (β = 0.13, n.s.). Accordingly, hypothesis 5 did not receive empirical 

support.



173 

 

Table 3.5: GEE Estimation- CEO Activism and Firm Performance1  
 

Quarterly Sales Growtha Model 1  Model 2  Model 3  Model 4  

Constant -0.90 (0.91) -1.49 (1.12) 0.41 (2.02) -0.54 (0.98) 

Firm Sizeb -0.22*** (0.07) -0.21** (0.08) -0.20* (0.11) -0.22*** (0.08) 

Organizational Slack -0.00** (0.00) 0.00** (0.00) 0.00 (0.00) 0.00** (0.00) 

Firm Agec -0.33** (0.14) -0.36** (0.15) -0.31 (0.20) -0.38** (0.15) 

Board Independence -1.34 (1.02) -1.45 (1.05) -1.86 (1.38) -1.79* (1.03) 

Board Size -0.01 (0.03) 0.00 (0.03) -0.01 (0.06) 0.00 (0.03) 

CEO Duality -0.03 (0.16) 0.04 (0.17) -0.17 (0.29) -0.05 (0.17) 

CEO Political Engagementd 0.08 (0.06) 0.07 (0.05) -0.04 (0.09) 0.05 (0.06) 

Corporate Political Activitye 0.05 (0.06) 0.09 (0.07) 0.03 (0.17) 0.08 (0.06) 

Industry Fixed Effect Included Included Included Included 

Year Fixed Effect Included Included Included Included 

CEO Activismf 0.19** (0.09)     

Conservative Leaning CEO Activismg 0.21** (0.10) 0.16 (0.17) 0.32 (0.43) 0.14 (0.11) 

Industry Dynamism  1.95* (1.02) 
  

Conservative Leaning CEO Activism × Industry Dynamism  0.15 (1.03) 
  

Corporate Social Performance  
 

0.01 (0.05) 
 

Conservative Leaning CEO Activism × Corporate Social Performance 
  

-0.02 (0.03) 
 

Consumer Activism 
   

-0.05 (0.15) 

Conservative Leaning CEO Activism × Consumer Activism 
   

0.13 (0.16) 

Wald Chi-Squareh --- --- --- --- 

N 301 301 85 293 

 
1Robust standard errors in parenthesis; a (Log-transformed quarterly sales growth); b(Log-transformed number of employees); c(Log-transformed firm age); 

d(Log-transformed total CEO donation during every presidential election); e(Log-transformed total corporate donation during every even years); f(frequency of 

CEO activism measured each quarter); g(-1=liberal leaning CEO activism, 0=Neutral, 1=Conservative CEO activism); hThe estimation results show chi2 model 

statistics reported to be missing.  Stata has done that so as to not be misleading, not because there is something necessarily wrong with the model; All 

independent, moderating and control variables are lagged by 1 year; * p < 0.10 **p < 0.05 ***p < 0.01    
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3.5.4 Mediating Mechanisms between CEO Activism and Firm Outcomes 

Hypothesis 6 predicted that the adoption of sustainable business model mediates the 

relationship between liberal leaning CEO activism and firm financial performance. Table 3.6 

presents Structural Equation Modeling (SEM) as well as Generalized Structural Equation 

Modeling (GSEM) that examine the mediating mechanisms between CEO activism and firm 

outcomes. As can be seen in bootstrap results of SEM estimation, coefficients on the relationship 

between conservative leaning CEO activism and sustainable business models (β = -0.03, n.s.) as 

well between sustainable business models and quarterly sales growth (β = -0.19, n.s.) were not 

significant at 95% confidence interval. Results of GSEM estimation also show that the 

coefficient on the relationship between conservative leaning CEO activism and sustainable 

business models (β = 0.00, n.s.) as well between sustainable business models and quarterly sales 

growth (β = -0.19, n.s.) were not significant at 95% confidence interval. Accordingly, hypothesis 

6 did not receive empirical support. Contrary to my prediction, the adoption of sustainable 

business model was not found to mediate the relationship between the relationship between 

liberal leaning CEO activism and firm financial performance. Summary of my hypotheses test is 

presented in table 3.8. In the next section, I present my supplementary analyses.  
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Table 3.6: Mediating Mechanisms between CEO Activism and Firm Outcomes1 

 
1Robust standard errors in parenthesis; a(-1= frequency of liberal leaning CEO activism, 0=Neutral, 1=frequency of conservative CEO activism; This variable is 

measured as an interaction between frequency of CEO activism and their political leaning); b(Log-transformed quarterly sales growth); Independent and 

mediating variables are lagged by 1 year 

 

 

 

 

 

 

 SEM Estimation 
 

Direct 

effects 

95% Confidence 

Interval 

Indirect 

effects 

95% Confidence 

Interval 

Total effects 95% Confidence 

Interval 

Sustainable Business Models ← 

Conservative Leaning CEO Activisma 

-0.03 (0.03)       
 

-0.09 0.03 (no path) 
  

-0.03 (0.03) -0.09 0.03 

Constant 
         

Quarterly Sales Growthb ←   Sustainable 

Business Models 

-0.19 (0.17) -0.51 0.14 (no path) 
  

-0.19 (0.17) -0.51 0.14 

Conservative Leaning CEO Activism 0.02 (0.08) -0.14 0.17 0.01 (0.01) -0.01 0.02 0.02 (0.08) -0.13 0.18 

Constant 
         

Log likelihood 
         

Log pseudolikelihood 
         

N 357 
  

357 
  

357 
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Table 3.6: Mediating Mechanisms between CEO Activism and Firm Outcomes (contd.) 
 

 SEM Estimation (contd.) GSEM Estimation 
 

Bootstrap 95% Confidence 

Interval 

 
95% Confidence 

Interval 

Sustainable Business Models ← Conservative 

Leaning CEO Activism 

-0.03 (0.03) -0.09 0.03 0.00 (0.03) -0.05 0.05 

Constant 0.23*** (0.03) 0.18 0.28 0.32*** (0.02) 0.28 0.36 

Quarterly Sales Growth ←   Sustainable Business 

Models 

-0.19 (0.15) -0.49 0.12 -0.19 (0.17) -0.51 0.14 

Conservative Leaning CEO Activism 0.02 (0.08) -0.14 0.17 0.02 (0.08) -0.14 0.17 

Constant -2.60*** (0.07) -2.74 -2.46 -2.60*** (0.07) -2.74 -2.46 

Log likelihood -1231.05 
     

Log pseudolikelihood 
   

-952.34 
  

N 357 
  

357 
  

* p < 0.10 **p < 0.05 ***p < 0.01    
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3.5.5 Supplementary Analyses 

As discussed in method section above, I performed supplementary analyses to compare 

whether alternative operationalization provides similar results. Specifically, I run GEE 

estimation by operationalizing CEO activism in terms of likelihood of CEO sociopolitical 

engagement (binary measure). This operationalization differs from my original 

operationalization of CEO activism (i.e. frequency of CEO sociopolitical engagement). For 

purposes of this supplementary analyses, I only discussed statistically significant results.  

The results of my supplementary analyses are presented in Table 3.7 below. As can be 

seen in Model 1, the coefficient for CEO conservative leaning CEO activism has a positive and 

statistically significant coefficient (β = 0.22, p < 0.01). Accordingly, hypothesis 2 did not receive 

empirical support. Contrary to my prediction, the results suggest a positive relationship between 

conservative leaning CEO activism and firm financial performance.  
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Table 3.7: GEE Estimation- Likelihood of CEO Activism and Firm Performance1 

DV= Quarterly Sales Growtha Model 1 Model 2 Model 3 Model 4 

Constant -0.89 (0.93) -1.35 (1.10) 0.53 (1.96) -0.57 (0.98) 

Firm Sizeb -0.21*** (0.07) -0.21** (0.07) -0.19* (0.11) -0.21** (0.07) 

Organizational Slack 0.00** (0.00) 0.00** (0.00) 0.00 (0.00) 0.00** (0.00) 

Firm Agec -0.32** (0.13) -0.32** (0.14) -0.28 (0.19) -0.33** (0.14) 

Board Independence -1.07 (1.10) -1.02 (1.12) -1.63 (1.38) -1.32 (1.09) 

Board Size -0.02 (0.03) -0.01 (0.03) -0.02 (0.04) -0.01 (0.03) 

CEO Duality -0.04 (0.16) 0.01 (0.16) -0.19 (0.26) -0.09 (0.17) 

CEO Political Engagementd 0.07 (0.06) 0.07 (0.06) -0.04 (0.09) 0.05 (0.06) 

Corporate Political Activitye 0.04 (0.06) 0.05 (0.07) 0.00 (0.15) 0.05 (0.06) 

Industry Fixed Effect Included Included Included Included 

Year Fixed Effect Included Included Included Included 

Likelihood of CEO Activismf 0.35** (0.16) 0.30* (0.16) 0.20 (0.40) 0.34* (0.17) 

Conservative Leaning CEO 

Activismg 

0.22** (0.09) 0.21 (0.16) 0.31 (0.46) 0.19* (0.11) 

Industry Dynamism 
 

1.61 (1.01) 
  

Conservative Leaning CEO 

Activism × Industry Dynamism 

 
0.10 (1.02) 

  

Corporate Social Performance 
  

0.01 (0.05) 
 

Conservative Leaning CEO 

Activism × Corporate Social 

Performance 

  
-0.01 (0.03) 

 

Consumer Activism 
   

-0.12 (0.16) 

Conservative Leaning CEO 

Activism × Consumer Activism 

   
0.11 (0.16) 

Wald Chi-Squareh --- --- --- --- 

N 301 301 85 293 

1Robust standard errors in parenthesis; a (Log-transformed quarterly sales growth); b(Log-transformed number of 

employees); c(Log-transformed firm age); d(Log-transformed total CEO donation during every presidential 

election); e(Log-transformed total corporate donation during every even years); f(measured as a binary variable); 
g(-1=liberal leaning CEO activism, 0=Neutral, 1=Conservative CEO activism); hThe estimation results show chi2 

model statistics reported to be missing.  Stata has done that so as to not be misleading, not because there is 

something necessarily wrong with the model; All independent, moderating and control variables are lagged by 1 

year; * p < 0.10 **p < 0.05 ***p < 0.01    
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Table 3.8: Summary of Hypotheses Tests 
 

 

Hypothesis Prediction Supported? 

H1 There is a significant negative stock market reaction to CEO activism. Partially 

H2 There is a positive (negative) relationship between liberal (conservative) leaning CEO activism 

and firm financial performance. 

No (Sig. but in 

opposite 

direction) 

H3 Industry dynamism positively moderates the positive (negative) relationship between liberal 

(conservative) leaning CEO activism and firm financial performance such that the positive 

relationship will be stronger for firms operating in dynamic industries.  

No 

H4 Corporate social performance positively moderates the positive (negative) relationship between 

liberal (conservative) leaning CEO-activism and firm financial performance such that the positive 

(negative) relationship will be stronger(weaker) for firms with higher corporate social 

performance.  

No 

H5 The intensity of consumer activism positively moderates the positive (negative) relationship 

between liberal (conservative) leaning CEO-activism and firm financial performance such that the 

positive (negative) relationship will be stronger(weaker) for firms with high intensity of 

stakeholder activism.  

No 

H6 Adoption of sustainable business model mediates the relationship between liberal leaning CEO 

activism and firm financial performance. 

No 
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3.6 Discussion and Conclusion 

In this essay, I explored the impact of CEO activism on investor reaction and firm 

performance. Additionally, I examined whether the intensity of consumer activism, 

environmental dynamism and corporate social performance serve as boundary conditions in the 

relationship between CEO activism and firm performance. Beyond exploring the direct 

relationship between CEO activism and firm performance, I also proposed that the adoption of 

sustainable business models mediates this relationship. My empirical examination provides 

mixed findings. 

The empirical analysis in the previous section shows a significant negative stock market 

reaction to CEO activism, especially when CEOs address sociocultural issues. While past 

research has not specifically addressed the impact of CEO activism on investor reaction, there 

are some exploratory works that addressed the impact of CEO activism on employee’s behaviors. 

For example, Iivonen (2018) found that employees who agree with the CEO’s socio-political 

stance are more likely to stay in the firm, while those who disagree are more likely to leave the 

firm. Based on field experiments, Burbano (2018) found a demotivating effect among employees 

when employees disagree with the stance taken by their employer, and no motivating effect 

among employees when employees agree with the stance taken by their employer. My finding 

confirms the agency theory perspective, which suggests that managers seek to maximize their 

own utility, even at the expense of the value of the firm (Jensen & Meckling, 1976; Godos-Diez, 

Fernandez-Gago, & Martinez-Campillo, 2011). Investors in general want CEOs to maximize 

shareholders’ value by focusing on the traditional responsibilities of business executives. 

However, CEO activism involves going beyond the traditional role of business executives and 

engage in sociopolitical agendas. The finding of this study suggests that investors might think 
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that these CEOs are more likely to create unnecessary uncertainty by engaging in controversial 

sociopolitical issues of the day. They may think that the resources that are directed towards 

engagement in broader societal issues do not necessarily maximize shareholder value (Barnett, 

2007; Godos-Diez et al., 2011). They may thus conclude that CEOs want to engage in 

sociopolitical issues to advance their own interests at the expense of shareholders’ interests 

(Jiraporn & Chintrakarn, 2013). 

Contrary to my predictions, liberal leaning CEO activism does not seem to improve firm 

financial performance. Interestingly, a statistically positive relationship emerged between 

conservative leaning CEO activism and firm financial performance. This finding, however, 

validates some past studies which demonstrated that conservative leaning CEOs are likely to 

exhibit pro-business behaviors and are more motivated to enhance firm performance (Block & 

Wagner, 2010; Lange et al., 2015; Hutton, Jiang & Kumar, 2014). For example, Hutton, Jiang, 

and Kumar (2014) found that firms with conservative leaning CEOs are associated with less 

risky investment, higher dividend payouts, and greater profitability. Unsal, Hassan, and Zirek 

(2016) showed that conservative leaning CEOs engage more in lobbying and that political 

orientation affects the association between lobbying and firm performance. As opposed to my 

theoretical arguments, current finding does not support the idea that liberal leaning CEO activism 

could work as a mechanism to address needs and interest of socially and politically conscious 

consumers. This finding further confirms that investors and consumers are two prominent 

stakeholders who may possibly have conflicting reactions. Past research, mostly based on 

primary survey, has provided mixed evidence. For example, my findings do not corroborate 

Cone Communications CSR Study (2017) which shows that 78% of the American consumers 

want companies to address progressive sociopolitical issues such as social justice. Contrary to 



182 

 

this survey, the current finding suggests that consumers rather support CEO stance on 

conservative issues. Indeed, a recent survey conducted by Rock Center for Corporate 

Governance at Stanford University (2018) demonstrated that “all respondents favor CEOs taking 

public positions on social, environmental, or political issues if those issues directly impact their 

business or employees.” Conservative CEOs usually address the issues that may have direct 

consequences in their business, and consumers seem to like such a posture of activist-CEOs. My 

finding thus suggests that consumers may not necessarily find companies led by liberal leaning 

activist-CEOs more attractive than those led by conservative leaning activist-CEOs. In other 

words, liberal leaning CEO activism may not lead to a positive purchase intention. However, this 

finding somehow confirms the Rock Center for Corporate Governance at Stanford University’s 

(2018) survey, which suggests that contentious sociopolitical issues such as gun control-mostly 

addressed by liberal leaning CEOs- resulted the least favorable reactions.  

3.6.1 Scholarly implications 

This study contributes to the corporate governance and strategic leadership literatures in 

several ways. First, this study is among the initial attempts to empirically examine the impact of 

CEO activism on firm performance and investor reactions. Despite the increasing prevalence of 

CEO activism and its considerable potential (Burbano, 2018; Wettstein & Baur, 2016), we know 

little about its performance implications. Despite some recent attempts to explore the impact of 

CEO activism on firm outcomes (e.g. Chatterji & Toffel, 2017; Dodd & Supa, 2014), we know 

little about how CEO activism might influence investor reaction and firm performance. On one 

hand, increasing number of consumers believe that CEOs should use their position of influence 

to advocate for certain sociopolitical issues (Larcker, Miles, Tayan, & Wright-Violich, 2018). On 

the other hand, there is still a widespread expectation among other stakeholders that the primary 
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obligation of CEOs is to maximize the firm’s economic performance, and not to involve in 

controversial sociopolitical issues of the day (Gelles, 2017). Indeed, some suggested that CEOs’ 

engagement in sociopolitical issues is unlikely to improve firm performance at least in the short 

term (Burbano, 2018). Despite these arguments, activist-CEOs, are becoming more involved in 

contemporary sociopolitical issues (Johnson & Greening, 1999; Post, Rahman, & Rubow, 2011). 

Against this backdrop, this study has shown that CEO activism, on balance, garners negative 

reactions from investors. This finding is consistent with agency theory predictions that investors 

are likely to form attributions that CEOs’ sociopolitical engagement is based on self-serving 

motives, such as enhancing their personal reputation (Ogunfowora et al., 2018).  

Second, this study has shown that investors and consumers react to CEO activism 

differently. Contrary to my predictions, consumers seem to support the stance taken by 

conservative leaning activist-CEOs rather than liberal leaning activist-CEOs. These findings 

essentially have provided a mixed message. While CEO sociopolitical engagement may come 

with an initial negative stock market reaction, it can engender support for the company from 

consumers and improve firm performance especially when activist-CEOs support conservative 

ideas. Finally, this research is a response to recent calls in the literature for exploring how private 

sector influences public policies, and how such policies affect strategic move of private sector 

(Lyon et al., 2018; Chatterji & Toffel, 2018b). 

3.6.2 Managerial Implications 

In addition to the contributing to research, the findings of this study contribute to 

managerial practice. First, CEO activism can have important implications to firms’ shareholders. 

As activist-CEOs might not always serve the interest of shareholders by engaging in 

controversial issues, such engagement raises concerns regarding the possible negative reactions 
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from shareholders. By clarifying the relationships between the perceptions surrounding CEO 

activism and its consequences, shareholders may be able to manage their investment with much 

more precision, and in ways that maximize the value of their investment. Second, by exploring 

the empirical link between CEO activism and firm performance, this study sheds some light on 

whether executive level activism translates into firm success. It is thus important- for corporate 

boards to better understand what potential strategic consequences their words and actions may 

have for their firms, and firms’ stakeholders. Finally, the findings have implications to activist-

CEOs as well. CEO activism, on balance, may come with an initial reputational risk, as some of 

the firm’s stakeholders might not agree with the views and opinions promoted by the CEO 

(Wettstein & Baur, 2016). Interestingly, however, conservative leaning activist-CEOs may 

expect financial benefits by engaging in sociopolitical issues. 

3.6.3 Limitations and Future Research Directions 

Despite its strengths, this study has a number of limitations. First, in this study, I 

exclusively focused on liberal leaning versus conservative leaning CEO activism. Future 

researchers could explore how investors as well as consumers react to specific motives (i.e. 

intrinsic, instrumental, stakeholder-focused) of activist-CEOs. Second, while I examined the 

impact of three moderators-industry dynamism, CSP, and consumer activism, future research 

could consider whether and how various corporate governance mechanisms (e.g. board of 

directors’ composition, proportion of outside directors, CEO power, and CEO equity ownership) 

may play a role in the relationship between CEO activism and firm performance. Third, in this 

study, I considered adoption of sustainable business model the mediator in the relationship 

between liberal leaning CEO activism and firm financial performance. Future researchers can 

explore other mechanisms that serves as the “black box” of this relationship. For example, they 
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can utilize perceived corporate hypocrisy (Korschun et al., 2017) as a mediating mechanism 

behind consumer responses to the CEO political stand. Finally, since my data were drawn from 

U.S. based publicly traded S&P 500 firms, my findings might not hold true in other countries 

with different institutional and governance contexts. Future researchers should examine these 

relationships in other national contexts to ensure the generalizability of these findings. 

3.7 Conclusion & Chapter Summary 

In this chapter, I explored the impact of CEO activism on investor reaction and firm 

performance. In addition to exploring the baseline CEO activism-firm performance relationship, 

I proposed that the intensity of consumer activism, industry dynamism and corporate social 

performance serve as important boundary conditions in the relationship between CEO activism 

and firm performance. I also explored the “black box” of the relationship between CEO activism 

and firm performance by proposing a mediating role of adoption of sustainable business models. 

Next, I discussed the overall research design that I have used to test my hypotheses. I discussed 

my target sample and data sources, measures of explanatory, dependent and control variables, 

and analytical approach. I then presented the results of my data analyses examining proposed 

hypotheses. I presented the main analysis that employed event study method and GEE 

estimation. Additionally, I presented supplementary analysis on my dataset using the alternative 

operationalization of CEO activism. My empirical analysis of data from S&P 500 companies 

shows that the growing trend of CEO activism elicits a negative stock market reaction especially 

when CEOs address sociocultural issues. In addition, conservative leaning CEO activism seems 

to improve firm financial performance. Finally, I concluded this chapter with a discussion of the 

scholarly and practical implications of the study. Overall, as one of the initial attempts to 

empirically examine the impact of CEO activism, this study sheds light on the ongoing debate as 



186 

 

to whether CEO should engage in controversial sociopolitical issues and whether their 

engagement on such issues impact corporate outcomes. 
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CHAPTER IV 

ESSAY III: CEO ACTIVISM AND NON-MARKET STRATEGIES 

4.1 Introduction 

Non-market strategies refer to a firm’s “concerted pattern of actions to improve its 

performance by managing the institutional or societal context of economic competition” (Mellahi 

et al., 2016: 144). Non-market strategies can be viewed as umbrella strategies that include 

corporate social responsibility (CSR) and corporate political activities (CPA) (Baron, 1995; Lux, 

Crook, & Woehr, 2011). Due to the increasingly uncertain business environment including 

unpredictable regulatory and legal landscape, firms can no longer rely on market-oriented 

strategies alone to gain competitive advantage (Ozer, 2010). Accordingly, firms engage in non-

market strategies to influence the direction of public policy in ways that are favorable to them 

(Hillman et al., 2004; Lux et al., 2011; Mellahi et al., 2016; Chatterji & Toffel, 2017). They 

employ non-market strategies in an attempt to insulate themselves from increased market risk 

(Ozer, 2010). Recent research suggests that firms engage in non-market strategies not only as of 

a rational action to improve their performance but also increasingly due to their CEOs’ 

ideological convictions (Gupta et al., 2017: 1019; Chin et al., 2013). 

Firms’ CSR and CPA efforts can complement each other to create a robust relationship 

between firms and policy makers, enabling them to influence government policy pertaining to 

their business (Liedong, Ghobadian, Rajwani, & O’Regan, 2015). Accordingly, firms need to 

align their CSR and CPA efforts in order to effectively influence relevant government policies 
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and ensure a favorable regulatory environment for their business (Liedong, Ghobadian, Rajwani, 

& O’Regan, 2015). When firms recognize the resource complementarities between CSR and 

CPA, they are more likely to align their CSR and CPA (Den Hond, Rehbein, de Bakker, & 

Lankveld, 2014).   

Prior literature has found that CEO demographic characteristics (e.g. age, functional 

background, educational background) (Rudy & Johnson, 2019), CEO founder status (Hadani, 

2007), and CEO power (Aggarwal, Meschke, & Wang, 2012) influence CPA. This body of 

literature has also pointed out to the extent to which CEO values, ideologies (Unsal, Hassan, & 

Zirek, 2016) and interests (Werbel & Carter, 2002) impact CPA. Recognizing the role of 

executives on CPA, Epstein (1969) proposed that one of the reasons for “corporate involvement 

in politics is based as much on managerial personality and prerogative as on the requirements of 

Realpolitik” (Epstein, 1969: 129; cited from Hadani et al., 2015). Meanwhile, the existing 

literature on the drivers of another non-market strategy- CSR has suggested that the managerial 

characteristics are closely related to the extent to which firms engage in socially responsible or 

irresponsible activities (Wong et al., 2011; Tang, Qian, Chen, & Shen, 2015). This body of 

literature focuses on CEOs’ power (Jiraporn & Chintrakarn, 2013), demographic characteristics 

(Hafenbradl & Waeger, 2017) and personal experiences (Tang, Qian, Chen, & Shen, 2015). 

Scholars have recently begun to examine the impact of CEO psychological characteristics such 

as their confidence on CSR (McCarthy, Oliver, & Song, 2017). While these studies have 

collectively increased our understanding on the executive predictors of non-market strategies, 

less scholarly focus has been placed on understanding as to whether and to what extent CEOs’ 

engagement in broader societal issues influence firm non-market strategies. Accordingly, the 

purpose of this essay is to explore whether CEO activism influence firms’ non-market strategy. 
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More specifically, I examine the impact of CEO activism on corporate social responsibility 

(CSR) and CPA. The remaining sections of this essay are structured as follows. First, I will 

provide a comprehensive review of non-market strategies in the next section. I then will develop 

theoretically-based hypotheses linking CEO activism with CSR and CPA. Next, I will present 

the corresponding methodology and results of statistical analyses. I will conclude the third essay 

with a discussion of the scholarly and practical implications of the study. 

4.2 Literature Review 

4.2.1 Overview of Non-market Strategies 

Corporate Social Responsibility (CSR) 

CSR is one of the two components of firms’ non-market strategy. Despite the large body 

of CSR literature, there is no universally accepted definition of CSR (Scherer & Palazzo, 2007; 

Wood, 2010; Saeidi et al., 2015). Nevertheless, one of the common definitions refers CSR as a 

“context-specific organizational actions and policies that take into account stakeholders’ 

expectations and the triple bottom line of economic, social, and environmental performance” 

(Aguinis, 2011: 855). It is an umbrella term that encompasses the policies, processes, and 

practices firms put in place to address different concerns of the community, the environment, 

consumers, and employees (Hond et al., 2014; El Akremi et al., 2015; Turker, 2009; Farooq et 

al., 2017).  

CSR can significantly improve firm financial performance (Orlitzky, Schmidt, & Rynes, 

2003) and maximize value for shareholders (Ryu, Ryu, & Hwang, 2016). Based on a meta-

analysis of 52 studies, Orlitzky, Schmidt, and Rynes (2003) found that firm corporate social 

responsibility and, to a lesser extent, environmental responsibility are positively associated with 

firm financial performance. A recent report conducted by Babson and Impact & Outcome 
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Sustainability found that effective CSR can increase the market value of a company by 4 to 6%, 

and over a 15-year period it can increase shareholder value by approximately $1.28 billion 

(Project ROI, 2017).  

Long-established ‘reaction-defense-accommodation-proaction’ typology of CSR (Carroll, 

1979; Wartick & Cochran, 1985; Wilson, 1975) suggests that almost every firm engages in CSR 

activities, but the degree and kind of such engagement vary greatly among firms (Torugsa et al., 

2012). For example, firms engaging in proactive CSR go beyond regulatory requirements and 

focus on developing and designing sustainable products, operations, and production processes 

(Carroll, 1979; Du et al., 2007; Groza et al., 2011; Wilson, 1975; Torugsa et al., 2012). In some 

instances, firms use CSR as an impression management tool by painting a picture of stakeholder 

compliance (Carroll, 2015; Rim & Ferguson, 2017). In most cases, however, firms engage in 

reactive CSR merely to meet regulatory requirements and only after regulatory violations are 

reported (Carroll, 1979; Groza et al., 2011). These firms thus engage in CSR to protect their 

reputation in following a crisis (Rim & Ferguson, 2017).    

Corporations adopt CSR activities for a variety of reasons, including expectation of direct 

financial benefits (Glavas & Godwin, 2013) and fulfilling stakeholders’ expectations (Carroll, 

2015). For example, Saeidi et al. (2015) demonstrated that CSR is associated with number of 

positive outcomes such as sustainable competitive advantage, reputation, and customer 

satisfaction (Saeidi, Sofian, Saeidi, Saeidi, & Saeidi, 2015). CSR can also enhance employee 

engagement, in-role performance, and organizational citizenship behavior (Aguinis & Glavas, 

2012). 
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Corporate Political Activity (CPA) 

CPA is another component of firms’ non-market strategy. Firms engage in political 

activities in an attempt to get access to influential policy makers and influence the public policy 

process (Hillman, Zardkoohi, & Bierman, 1999). Some of the most commonly studied CPA 

strategies include constituency building, political donations, advocacy advertising, lobbying, and 

coalition building (Keim & Zeithaml, 1986). However, scholars have categorized political 

strategies differently depending on their scope of inquiry. For instance, Getz (1993) classified 

firm political activities into seven broad categories: lobbying, reporting research results, 

reporting survey results, testifying at government hearings, legal actions, personal service, and 

constituency building (See also, Hillman, Zardkoohi, & Bierman, 1999). Drawing on the 

dynamic capabilities perspective (Teece, Pisano, & Shuen, 1997), Oliver and Holzinger (2008) 

proposed four firm-level political strategies (proactive, defensive, anticipatory, and reactive) that 

are used to manage the political environment effectively. They argued that firms pursuing 

reactive strategies will merely comply with regulatory standards by aligning their internal 

processes with these standards. Beyond complying with regulatory standards, anticipatory 

strategies will focus on combining and reconfiguring internal and external resources to enhance 

external scanning and gain competitive advantage. In contrast to compliance strategies, defensive 

political strategies seek to maintain the status quo and protect firms from ongoing environmental 

uncertainty. Proactive strategies involve firms’ active political engagement in an attempt to 

shape the fundamental public policies that govern the firm’s competitive environment (Rudy & 

Johnson, 2019; Oliver & Holzinger, 2008). Hillman and Hitt (1999) proposed relational and 

transactional approaches to CPA. While relational approach is long term focused and costly in 

nature, transactional approach is short term focused and less costly (Hillman & Hitt, 1999). 
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Political actions (transactional and relational) affect levels of participation (both individual and 

collective), which in turn affect generic political strategies (information, financial incentive, and 

constituency building) (Hillman & Hitt, 1999). Table 4.1 below summarizes the fundamental 

differences between CSR and CPA. In the next section, I will provide comprehensive review on 

the relationship between executive characteristics and non-market strategies.                         

4.2.2 Executive Characteristics and Corporate Social Responsibility 

Scholars have used multiple theories to explain executives’ CSR motives (Hafenbradl & 

Waeger, 2017). The most widely used theoretical approach in evaluating CSR is the stakeholder 

theory, which argues that the firm is beholden to its various stakeholders and thus acts in a 

socially responsible manner (Tang, Qian, Chen, & Shen, 2015). Stakeholder theorists believe 

that executives play an important role in formulating and implementing the firm’s CSR 

initiatives (Donaldson, 1999; Tang et al., 2015). They argue that CEOs with a stakeholder 

perspective will consider broader societal issues in their decision-making (Agle et al., 1999; 

Maak et al., 2016). On the contrary, CEOs who disproportionately emphasize their role as agents 

of shareholders are less likely to emphasize CSR (Godos-Diez et al., 2011; Maak et al., 2016).  

Agency theorists believe that CEOs promote CSR primarily for self-serving reasons 

(Friedman, 1970; Wright & Ferris, 1997; Waldman, Siegel, & Javidan, 2006). However, the 

agency logic seems to have weakened over time with the emergence of the “Business Case for 

CSR” (Vogel, 2005) that emphasizes the economic benefits of addressing the interests of wider 

groups of stakeholders (Stahl & Sully De Luque, 2014; Hafenbradl & Waeger, 2017; Ioannou & 

Serafeim, 2015). In line with this perspective, the conflict resolution view suggests that CEOs 

are motivated to invest in CSR to resolve the conflicting demands among various stakeholders 

(Jiraporn & Chintrakarn, 2013). 



193 

 

Table 4.1: Conceptual Comparison between CSR and CPA 

 

 

 

 

 

 

 

 

 

 CSR CPA 

Definition “Context-specific organizational 

actions and policies that take into 

account stakeholders’ expectations and 

the triple bottom line of economic, 

social, and environmental 

performance” (Aguinis, 2011: 855) 

“Corporate attempts to shape 

government policy in ways favorable to 

the firm” (Hillman, Keim, & Schuler, 

2004: 838) 

Objective “Advance some social good, beyond 

the interests of the firm and beyond that 

which is required by law” (McWilliams 

& Siegel, 2001: 117) 

Attempt to access to key influentials and 

directly influence public policy process 

(Hillman, Zardkoohi, & Bierman, 1999) 

Participating stakeholders Community, the environment, 

consumers, and employees (Hond et al., 

2014; El Akremi et al., 2015; Turker, 

2009; Farooq et al., 2017) 

 

Policy makers, top executives, 

politicians (Hillman, Zardkoohi, & 

Bierman, 1999; Lux, Crook, & Woehr, 

2011) 

Examples Going beyond legal requirements in 

adopting progressive human resource 

management programs, developing 

non-animal testing procedures, 

recycling, reducing pollution, 

supporting local businesses, and 

embodying products with social 

attributes or characteristics 

(McWilliams & Siegel, 2001) 

Lobbying, reporting research results, 

reporting survey results, testifying at 

government hearings, legal actions, 

personal service, and constituency 

building (Getz, 1993; Hillman, 

Zardkoohi, & Bierman, 1999) 
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A great deal of research on CSR has focused on understanding its impact on firm level outcomes 

(Hafenbradl & Waeger, 2017). These outcomes range from firm reputation, enhanced firm 

capabilities, reduced risk, better financial performance to employee identification and consumer 

loyalty (Aguinis & Glavas, 2012).  

Recently, scholars have started exploring factors that lead to firms’ CSR engagement. 

This body of literature also examined executive level determinants such as CEO power (Jiraporn 

& Chintrakarn, 2013), demographic characteristics (Hafenbradl & Waeger, 2017), and CEO 

psychological qualities (Tang, Qian, Chen, & Shen 2015). Research in this area suggests two 

broad motives behind executives’ CSR engagement: their belief in the business case for CSR and 

their moral values (Hafenbradl & Waeger, 2017). Scholars have examined the impact of CEO 

demographic characteristics on CSR (Manner, 2010; Slater & Dixon-Fowler, 2009; Huang, 

2013). Using a sample of 650 public US firms, Manner (2010), for instance, found that CEOs 

with an undergraduate degree in humanities are more likely to invest in CSR activities, compared 

to those with an undergraduate degree in economics. The authors also found that firms have 

higher corporate social performance when they are led by a female CEO and have a breadth of 

career experience. Similarly, using a sample of 393 CEOs of S&P 500 companies, Slater and 

Dixon-Fowler (2009) found that CEOs’ international assignment experience is positively related 

to CSR, and this relationship is positively moderated by their output functional background such 

as marketing and sales. Based on a sample of 487 firms between 2005 and 2010, Huang (2013) 

found that firms’ CSR performance, as measured by the consistency of their CSR rankings, is 

associated with their CEO demographic characteristics such as educational specializations, 

tenure, and gender. Hafenbradl and Waeger (2017) empirically showed that executives’ 

educational background affects their belief in the business case for CSR and this relationship is 
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mediated by fair market ideology. The authors also found that fair market ideology is negatively 

related to the tendency to engage in CSR activities, and this relationship is mediated by the 

extent of moral outrage.  

CEO power is another important factor that influences firms’ CSR engagement. Jiraporn 

and Chintrakarn (2013) demonstrated a non-linear relationship between CEO power and firm 

CSR engagement where an increase in CEO power leads to more CSR engagement up to a 

certain threshold, after which CSR investments tend to significantly decline. However, Li, Li, 

and Minor (2016) observed that CEO power has a negative impact on firm’s decision to engage 

in CSR. In particular, the indicators of CEO power- CEO pay slice, CEO tenure, and CEO 

duality- are negatively correlated with firm’s choice to engage in CSR and with the level of CSR 

activities in the firm (Li, Li, & Minor, 2016).   

Recently, scholars have begun to examine the impact of CEO psychological 

characteristics on CSR. Using a sample of 2138 firms with 3478 different CEOs from 1992 to 

2012, McCarthy, Oliver, and Song (2017) found that CEO confidence is negatively associated 

with the level of CSR. This association is stronger in the institutional aspects of CSR such as 

community and workforce diversity, rather than in the technical aspects of CSR such as 

corporate governance, employee relation, and product quality (McCarthy, Oliver, & Song, 2017). 

The authors argue that CSR has a “hedging” feature, and overconfident CEOs are less likely to 

engage in hedging activities because they underestimate firm risk (McCarthy, Oliver, & Song, 

2017). Using Fortune 500 firms drawn from KLD between the years 1997 and 2012, Petrenko, 

Aime, Ridge, and Hill (2016) demonstrated that narcissistic CEOs are more likely to invest in 

CSR activities to satisfy their own personal needs for attention and image reinforcement. They 

also found that CEO narcissism moderates the positive relationship between CSR and firm 
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performance such that the positive relationship is weaker for firms with more narcissistic CEOs. 

Drawing on S&P 1500 index firms for the period of 2001-2010, Tang, Qian, Chen, and Shen 

(2015) showed that while CEO hubris is negatively associated with firms’ CSR initiatives, it is 

positively associated with firms’ socially irresponsible activities. The association between CEO 

hubris and CSR is moderated by factors such as firm size and the level of slack, market 

uncertainty, and market competitiveness.  

Some CSR dimensions focus on strategically-oriented initiatives such as product quality 

and environmental performance (Waldman, Siegel, & Javidan, 2006). However, other CSR 

dimensions include socially-oriented initiatives such as community relations and diversity 

(Waldman, Siegel, & Javidan, 2006). These different types of CSR initiatives have different 

implications for the firm. Based on a survey of individuals representing 56 US and Canadian 

firms, Waldman, Siegel, and Javidan (2006) found that CEOs’ ability for intellectual stimulation, 

a key component of CEO transformational leadership, is positively related to the propensity that 

the firm engages in ‘strategic’ CSR. Table 4.2 below summarizes the major studies related to 

CSR. 
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Table 4. 2: Summary of Research on CSR 

Authors 

Discipline IV Moderators Mediators DV Theory Used Sample Key arguments / Findings 

Waldman, 

Siegel, & 

Javidan, 

2006 

Manageme

nt 

CEO 

transformati

onal 

leadership 

  Strategic

ally 

oriented 

CSR, and 

socially 

oriented 

CSR 

Transformat

ional 

leadership 

theory 

Survey among 

the individuals 

representing 56 

US and Canadian 

firms 

 

CEO intellectual stimulation, a key 

component of CEO transformational 

leadership, is positively related to the 

propensity of the firm’s engagement 

in ‘strategic’ CSR.  

Manner, 

2010 

 

Manageme

nt 

CEO 

background 

characteristi

cs: 

education, 

career 

breadth, 

gender, and 

short-term 

compensatio

n  

  CSP Upper 

echelon 

theory 

650 public US 

firms drawn 

from KLD in the 

year 2006 

While CEOs with an undergraduate 

degree in humanities are more likely 

to invest in CSR activities, those with 

an undergraduate degree in 

economics are less likely to do so. 

Corporate social performance is 

positively related to the CEO having 

a breadth of career experience and 

being female. 

Huang, 

2013 

Manageme

nt 

CEO 

educational 

specializatio

ns, CEO 

tenure, 

gender, age, 

and 

nationality 

  CSR 

performa

nce 

Stakeholder 

theory 

487 firms based 

on a ranking 

provided by 

major ranking 

agencies 

between 2005 

and 2010 

Firms’ CSR performance, as 

measured by the consistency of their 

CSR rankings, is associated with 

their CEO demographic 

characteristics such as educational 

specializations, tenure and gender.       

Jiraporn & 

Chintrakar

n, 2013 

Economics CEO power   CSR 

investme

nt  

Agency 

theory 

1370 firms 

drawn from KLD 

during 1995 to 

2007 

There is a monotonic relationship 

between CEO power and firm CSR 

engagement. An increase in CEO 

power leads to more CSR 

engagement; however, when CEO 

power reaches a certain threshold, 

CEO will be more entrenched and 
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CEO reduces CSR investments 

significantly. 

Rekker, 

Benson, & 

Faff, 2014 

Finance CSR Financial 

crisis, and 

CEO 

gender 

 CEO 

compens

ation 

Stakeholder 

theory, and 

agency 

theory 

1988 firms 

drawn from KLD 

during 1995-

2010 

 

CSR is negatively associated with 

CEO compensation. Firm with 

environment friendly policies and 

practices pay their executives 

relatively less salary compared to the 

firms that have had a negative 

environmental impact. While 

financial crisis negatively moderates 

the relationship between CSR and 

compensation, CEO gender (CEO 

being female) positively moderates 

this relationship.  

Tang, 

Qian, 

Chen, & 

Shen, 2015 

Manageme

nt  

CEO hubris Resource 

dependence 

factors 

(firm size, 

firm slack, 

market 

uncertainty, 

and market 

competitio

n) 

 CSR, 

CSIR 

Upper 

echelon 

theory, and 

stakeholder 

theory 

S&P 1500 index 

firms for the 

period 2001-

2010 

 

While CEO hubris is negatively 

associated with firm’s socially 

responsible activities, it is positively 

associated with firm’s socially 

irresponsible activities. The 

association between CEO hubris and 

CSR is moderated by resource 

dependence factors such as firm size 

and the level of slack, market 

uncertainty, and market 

competitiveness.  

Li, Li, & 

Minor, 

2016 

Finance CEO power 

(CEO pay 

slice, CEO 

tenure, and 

CEO 

duality) 

  Corporat

e social 

responsib

ility, and 

firm 

value 

Agency 

theory, and 

over-

investment 

theory 

Firms listed in 

KLD’s stats 

database from 

1998 to 2013 

CEO power, measured as CEO pay 

slice, CEO tenure, and CEO duality, 

is negatively correlated with firm’s 

choice to engage in CSR and with the 

level of CSR activities in the firm.  

Maak, 

Pless, & 

Voegtlin, 

2016 

Manageme

nt 

Leaders’ 

vale 

orientation 

Power 

distance, 

corporate 

governance

, cognitive 

complexity, 

Responsib

le 

leadership 

style 

Organiza

tional 

engagem

ent in 

political 

CSR  

Upper 

echelon 

theory, 

leader 

complexity 

theory, and 

 Organizational engagement in 

political CSR is influenced by 

responsible leadership style. Their 

responsible leadership style is 

determined by their perceived moral 

obligations toward stakeholders 
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social 

complexity, 

and 

environme

ntal 

influences 

agency 

theory 

affect.  These relationships are 

moderated by societal, 

organizational, and individual-level 

factors.  

Petrenko, 

Aime, 

Ridge, & 

Hill, 2016 

Manageme

nt 

CEO 

narcissism 

  CSR, 

firm 

performa

nce 

Upper 

echelons 

theory and 

agency 

theory 

Fortune 500 

firms drawn 

from KLD 

between the 

years 1997 and 

2012 

Narcissistic CEOs are more likely to 

invest in CSR activities to satisfy 

their own personal needs for 

attention and image reinforcement.  

CEO narcissism moderates the 

positive relationship between CSR 

and firm performance such that the 

positive relationship is weaker for 

firms with more narcissistic CEOs.  

Hafenbradl 

& Waeger, 

2017 

Manageme

nt  

Executives’ 

educational 

background 

 Fair 

market 

Ideology, 

Belief in 

the 

CSP–CFP 

link, 

Moral 

outrage 

Tendenc

y for 

CSR 

engagem

ent 

System 

justification 

theory 

47 executives 

from an EMBA 

class at a large 

Swiss university 

(Study 1), 75 

business and 

economics 

students from a 

large Swiss 

university (Study 

2), 102 students 

from a large 

Swiss university 

(Study 3), 105 

MBAs and 

EMBAs from a 

large Swiss 

business school, 

and large Dutch 

university (Study 

4) 

Executives’ educational background 

affects their belief in business case 

for CSR and this relationship is 

mediated by fair market ideology. 

The authors also found that fair 

market ideology negatively affects 

tendency to engage in CSR activities, 

and this negative effect is mediated 

by moral outrage. 
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Hubbard, 

Christensen

, & Graffin, 

2017 

Manageme

nt 

Firm 

financial 

performance 

Prior 

investment 

in CSR 

 CEO 

dismissal 

Strategic 

leadership 

Fortune 500 

firms during 

2003–2008 

Prior investment in CSR moderates 

the negative relationship between 

firm financial performance and CEO 

dismissal, such that prior investment 

in CSR strengthens this relationship. 

McCarthy, 

Oliver, & 

Song, 2017 

 

Finance CEO 

confidence 

  CSR  2138 firms with 

3478 different 

CEOs drawn 

from KLD 

during 1992 to 

2012 

CEO confidence is negatively 

associated with the level of CSR. 

This association is stronger in the 

institutional aspects of CSR such as 

community and workforce diversity, 

rather than in the technical aspects of 

CSR such as corporate governance, 

employee relation, and product 

quality. 
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4.2.3 Executive Characteristics and Corporate Political Activity  

Scholars have explored a number of antecedents of corporate political activities (CPAs) 

(Rudy & Johnson, 2019). Most of these antecedents have focused on institutional, industry or 

firm-level factors that drive CPA (Rudy & Johnson, 2019; Hillman & Hitt, 1999; Scherer, 

Baumann-Pauly, & Schneider, 2013). Relating CPA with institutional mechanism, Scherer et al. 

(2013) contended that firm’s engagement in public policy is contingent upon the national 

governance mechanisms. Drawing on transaction cost economics (Williamson, 1975, 1985), 

Sawant (2012) argued that firms choose CPA when transaction costs are lower than 

internalization costs.  Lenway and Rehbein (1991) empirically demonstrated organizational slack 

as an important predictor of corporate political strategy. In addition, research indicates that the 

presence of a large number of politically inactive firms in an industry does not deter other firms 

from becoming politically active (Lenway & Rehbein, 1991). In another empirical study, Schuler 

(1996) found that compared to smaller firms, larger firms in the industry are more likely to 

engage in more political activities to influence public policy and to gain benefits from trade 

protection. Overall, research in this area shows that institutional (i.e., incumbent politicians, 

ideology, political competition, government regulation, government sales, and dependent 

politicians), market and industry (i.e., industry concentration), and firm level (i.e., firm size and 

competitive strategy) antecedents have positive impact on CPA (Lux, Crook, & Woehr, 2011).  

Alongside the research on macro-level antecedents, scholars in recent years are 

emphasizing the importance of executive level determinants of CPA. For instance, based on 

largest 100 firms as ranked by Fortune, Rudy and Johnson (2019) found that CEO age, 

peripheral functional background, educational background in business, economics, or law are all 

positively related to firm political activity. Similarly, these same predictors were found to be 
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positively related to relational political activity, which is a proactive political activity that is 

“associated with a long-term and continuous interaction with policy makers” (Rudy & Johnson, 

2019: 614). They also observed that CEO age is positively and CEO tenure is negatively related 

to transactional political activity, which is a reactive political activity and occurs “only when the 

firm identifies an issue which demands its attention” (Rudy & Johnson, 2019: 614). Similarly, 

using S&P 500 firms from 1997-2000, Hadani (2007) demonstrated that publicly traded 

founding family firms are more likely to engage in CPA only when the firm’s founder is in an 

executive position. These firms exhibit a preference for relational versus transactional corporate 

political activity (Hadani, 2007). Drawing on 1,381 publicly traded US firms from 1991 to 2004, 

Aggarwal, Meschke, and Wang (2012) demonstrated that firms with better corporate governance 

(smaller boards, CEOs non-dual CEO structure, less abnormal CEO compensation, larger 

blockholders’ ownership, and larger institutional ownership) are associated with smaller 

donations. Consistent with agency theory, the authors also found that CEO duality, board size, 

and CEO compensation are positively associated with corporate political donations.  

Scholars have also studied how CEO values, ideologies and interests affect corporate 

political involvement. In a study of 3765 CEOs representing 2030 firms during 2000-2012, 

Unsal, Hassan, and Zirek (2016) found that firms led by Republican CEOs tend to spend larger 

amounts on lobbying, make larger corporate political donations, lobby a larger number of bills, 

and employ a larger number of lobbyists. Compared to their non-lobbying counterparts, lobbying 

CEOs tend to earn greater compensation and managerial incentives (Unsal, Hassan, & Zirek, 

2016). Their results also showed that the lobbying activities of the firms led by Republican CEOs 

result in higher agency costs of free cash flow, lower Tobin's Q, and smaller increases in buy and 

hold abnormal returns. Using the data of Corporate Foundation Profiles of 160 corporate 
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foundations, Werbel and Carter (2002) reported that CEOs’ interests, as measured by 

membership in different non-profit organizations, have a positive association with charitable 

contributions to corporate foundations. This contribution, however, decreased when CEOs were 

absent from the foundation board.  

In addition to their role as antecedents, executive level variables have also been used as 

boundary conditions in CPA-firm performance relationship. Drawing on 650 of the S&P 1000 

firms between 1998–2008, Hadani, Dahan, and Doh (2015) reported that CEO managerial 

discretion, in particular CEO duality, moderates the relationship between CPA and firm 

performance. Similarly, Ozer (2010), for instance, showed that CEO tenure strengthens this 

relationship between top management team involvement in political activity and firms’ corporate 

political activity. 

CPAs and Firm Outcomes 

CPAs have been shown to impact firm outcomes in several ways. CPAs are argued to be 

a strategic investment for firms that contribute favorably to firm performance (Fremeth, Richter, 

& Schaufele, 2016). Firms that have stronger relationships with policymakers engage in more 

lobbying activities (Brown, Drake, & Wellman, 2014). Engagement in lobbying activities, in 

turn, influences firm performance by creating a favorable regulatory environment. For instance, 

Hillman, Zardkoohi, and Bierman (1999) demonstrated that firm political linkages with the 

government in the form of personal service (having a firm representative serve in a political 

capacity) positively influence firm value. Similarly, Brown, Drake, and Wellman (2014) 

demonstrated that firms pursuing a more relational approach to corporate political activity have 

lower effective tax rates (ETRs) and less volatile future cash ETRs.  
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CPAs also influence firms’ strategic choices. Aggarwal, Meschke, and Wang (2012) 

empirically showed that compared to non-donating firms, firms that make political donations 

engage in more acquisition. However, donating firms’ acquisitions generate lower cumulative 

abnormal returns than their counterparts. Using 119 environmentally sensitive firms (e.g. paper 

and allied products, chemical and allied products, petroleum refining, primary metal industries 

oil and gas extraction firms) during 2001–2002, Cho, Patten, and Roberts (2006) found a 

negative relationship between firms’ environmental performance and political spending. 

However, a positive association was found between the amount of political spending and the 

extent of environmental disclosure.  

Corporate political activity also influences CEO political engagement. Drawing on S&P 

1500 firms during 1995-1996, Farrell, Hersch, and Netter (2001) found that executive 

compensation, position within the firm, size of the firm, industry, and the importance of Political 

Action Committees (PACs) to the firm all have an impact on the executives’ personal PAC 

contributions. Fremeth, Richter, and Schaufele (2016) found that executives were likely to make 

campaign contributions consistent with the strategic CPA objectives of their firms. In particular, 

these executives contributed to the same candidate to whom their corporate-linked PACs 

contribute (Fremeth, Richter, & Schaufele, 2016). Corporate-linked PACs also make campaign 

contribution to the same politicians to whom corporate executives contribute (Fremeth, Richter, 

& Schaufele, 2016). As discussed earlier, most of the studies support a positive relationship 

between CPA and firm performance. For instance, in a meta-analytic review, Lux, Crook, and 

Woehr (2011) found that CPA is positively associated with firm performance. However, there is 

still little consensus on the direction of the relationship as some studies do not find any 

connection between CPA and regulatory outcomes or performance (Fremeth, Richter, & 
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Schaufele, 2016). For instance, in a study among S&P 1500 firms during 1998–2008, Hadani and 

Schuler (2013) reported that while firms’ political investments are negatively associated with 

market performance, firms’ cumulative political investments are negatively related to both 

market and accounting performance. They also found that firms placing former public officials 

on their boards experienced inferior financial performance than did firms without such board 

members.  

Based on S&P 500 firms during 1999-2010, Skaife, Veenman, and Werner (2013) 

showed that firm’s engagement in lobbying increases agency costs in the form of excess CEO 

compensation. This relationship between lobbying and CEO compensation increases with the 

intensity of firms’ lobbying (Skaife, Veenman, & Werner, 2013). Despite the positive association 

between lobbying and sales growth, they found no evidence suggesting that lobbying helps 

maximize shareholder value. This body of literature attributes this lack of a positive link between 

CPA and firm performance to agency-based motivations (Jensen & Meckling 1976; Fremeth, 

Richter, & Schaufele, 2016). However, such conflicting findings can be reconciled by 

simultaneously considering strategic and agency-based motivations (Fremeth, Richter, & 

Schaufele, 2016). Table 4.3 below summarizes the major studies related CPA.  
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Table 4. 3: Summary of Research on CPA 

Authors Discipline IV Moderators Mediators DV 
Theory 

Used 
Sample Key arguments / Findings 

Masters & 

Baysinger, 

1985 

Managem

ent 

Amount the 

federal 

government 

purchases, 

federal 

government 

regulation, firm 

size, Rates of 

unionization 

  PAC 

receipts 

 Firms that 

appeared in 

the Fortune 

1,000 

industrial and 

300 

nonindustrial 

listings for 

1980 

Federal government purchases 

from firms' product markets are 

positively related to levels of 

corporate PAC activity. Strong 

industry regulation by federal 

government results high level of 

corporate PAC activity. 

Keim & 

Zeithaml, 

1986 

Managem

ent 

    Literature 

on 

political 

science, 

and public 

choice 

 There are five basic corporate 

political strategies commonly 

used by politically active firms: 

constituency building, political 

action committee contributions, 

advocacy advertising, lobbying, 

and coalition building. 

Lenway & 

Rehbein, 

1991 

Managem

ent 

Organizational 

slack, firm's 

size (financial 

assets and CEO 

expertise), and 

industry 

membership 

  Corporate 

political 

strategy 

 88 firms in 

industries that 

filed escape 

clause 

petitions with 

the U.S. 

International 

Trade 

Commission 

between 1976 

and 1985 

Organizational slack is an 

important predictor of corporate 

political strategy. In addition, the 

presence of a large number of 

politically inactive firms in an 

industry does not deter other 

firms from becoming politically 

active. However, firm's size, 

measured as the absolute size of 

corporate resources available for 

political action, including 

financial assets as well as CEO 

expertise, does not differentiate 

leaders from followers and free 

riders. 

Schuler, 

1996 

Managem

ent 

Relative size in 

the industry, 

diversification, 

  Firm's 

political 

involvement 

Collective 

action 

theory, 

17 integrated 

carbon steel 

Compared to smaller firms, 

bigger firms in the industry will 

engage in more political activities 
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existence of 

dedicated 

organizational 

Political units, 

slack resources, 

import 

penetration, and 

domestic 

demand for its 

industry's 

Products 

organizati

onal 

theory, 

and 

literature 

on 

competitiv

e strategy 

firms during 

1976-89 

to influence public policy and to 

gain benefits from trade 

protection. CPA is negatively 

related to the level of domestic 

demand for its industry's 

products. 

Mitchell, 

Hansen, & 

Jepsen, 1997 

Political 

science 

Government 

regulation, 

government 

procurement, 

and foreign 

ownership 

  PAC 

formation 

Literature 

on 

political 

science 

Fortune 500 

companies 

for the 1987-

1988 election 

cycle 

Government regulation and 

government procurement have 

positive influence on PAC 

formation. However, foreign-

owned firms are less likely to 

form PACs than domestic-owned 

firms. 

 

Hillman & 

Hitt, 1999 

Managem

ent 

Approach to 

political action 

(transactional 

and relational) 

 Levels of 

participati

on 

(individua

l and 

collective) 

Generic 

political 

strategies 

(information

, financial 

incentive, 

and 

constituency 

building) 

Resource-

based 

view and 

institution

al theory 

 Political actions (transactional 

and relational) affect levels of 

participation (both individual and 

collective), which in turn affect 

generic political strategies 

(information, financial incentive, 

and constituency building). Firm 

and institutional variables also 

affect the likelihood of making 

specific decisions within the 

strategy formulation model. 

Hillman, 

Zardkoohi, 

& Bierman, 

1999 

Managem

ent 

Personal service 

(having a firm 

representative 

serve in a 

political 

capacity) 

  Firm 

performance 

 Appointees 

and elected 

members of 

congress 

came either 

from senior 

corporate 

management 

Link established between a firm 

and the government through 

personal service (having a firm 

representative serve in a political 

capacity) positively affect firm 

performance. 
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or from the 

boards of 

publicly 

traded 

companies 

during the 

period 1968–

92 

Markham, 

2000 

Managem

ent 

Nature of 

the project 

(project origin, 

radical, project 

type) 

 Champion

s, 

antagonist

s 

Resource 

allocation, 

termination, 

performance 

Literature 

on 

political 

science 

213 R&D 

projects 

associated 

with 21 large 

U.S. 

industrial 

firms 

 

Personnel in different functional 

areas such as general 

management, marketing, 

production, and customer service 

undertake corporate political roles 

of championing and antagonism 

in support of or opposition to 

R&D projects. R&D personnel 

see these champions acting 

politically. While champions find 

resources and protect their 

projects from termination, 

antagonists do not appear to 

affect resources or project 

termination. 

Farrell, 

Hersch, & 

Netter, 2001 

 

Finance/e

conomics 

Executive 

compensation, 

position within 

the firm, size of 

the firm, 

industry, and 

the importance 

of PACs to the 

firm 

  Executives’ 

personal 

PAC 

contribution

s 

 S&P 1500 

firms during 

1995-1996 

 

Executive compensation, position 

within the firm, size of the firm, 

industry, and the importance of 

PACs to the firm all have an 

impact on the executives’ 

personal PAC contributions. 

Werbel & 

Carter, 2002 

Managem

ent 

CEOs’ interests 

(membership in 

different non-

profit 

organizations) 

CEO absence 

as a 

foundation 

trustee 

 Foundation 

charitable 

contribution

s 

Agency 

theory and 

stewardshi

p theory 

160 corporate 

foundations 

CEOs’ interests, as measured by 

membership in different non-

profit organizations, was 

associated with foundation 

charitable contributions. This 

contribution decreased when 
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CEOs were absent from the 

foundation’s board. 

Bonardi & 

Keim, 2005 

Managem

ent 

Reputation 

cascade among 

experts 

 Reputatio

n cascade 

among 

reports, 

and 

reputation 

cascade in 

public 

opinion 

Government 

adoption of 

public 

policy for 

the issue 

Organizati

on theory, 

and 

noninstitut

ional 

theory 

 Cascade of information and 

reputation occurs through 

activists or nongovernmental 

organizations, which in turn cause 

public policy issues to become 

widely salient. Organization can 

prevent the occurrence of widely 

salient issues by implementing 

their political strategy during the 

formation of a reputation cascade 

among experts. 

Cho, Patten, 

& Roberts, 

2006 

Managem

ent 

Corporate 

political 

spending 

  Firm 

environment

al 

performance

, 

environment

al disclosure 

Literature

s 

On CPA 

and CSR 

119 U.S. 

environmenta

lly sensitive 

firms during 

2001–2002 

election cycle 

There is a negative relationship 

between firm environmental 

performance and political 

spending. However, a positive 

association was found between 

the amount of political spending 

and the extent of environmental 

disclosure. 

Hadani, 

2007 

Managem

ent 

Founding 

family firms 

  CPA Founding 

family 

firms and 

corporate 

political 

strategy 

literatures 

S&P 500 

firms from 

1997 to 2000 

Publicly traded founding family 

firms are more likely to engage in 

CPA only when the firm’s 

founder is in an executive 

position. These firms exhibit a 

preference for relational versus 

transactional corporate political 

activity. 

Oliver & 

Holzinger, 

2008 

Managem

ent 

Firm 

characteristics, 

motives of 

political 

management 

(value creation 

and value 

maintenance), 

Dynamic 

capabilities 

Political 

managem

ent 

strategies 

(proactive, 

defensive, 

anticipator

y, and 

Firm-level 

outcomes 

(Performanc

e, 

competitive 

advantage) 

Dynamic 

capabilitie

s, 

institution

al theory 

 Firms use four basic political 

strategies to manage their 

political environment effectively: 

proactive, defensive, anticipatory, 

and reactive. Effectiveness of 

these political strategies depends 

on firms' dynamic political 

management capabilities. 
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and industry 

characteristics 

reactive), 

and 

political 

dynamism 

Cooper, 

Gulen, & 

Ovtchinniko

v, 2010 

Finance Corporate 

donation 

  Future 

returns 

Political 

science 

literature 

1,930 U.S. 

based firms 

during 1984 

to 2005 

The extent of firm support for 

candidates is positively correlated 

with the cross-section of future 

returns. This effect is strongest 

for firms that support a greater 

number of candidates that hold 

office in the same state that the 

firm is based. In addition, there is 

stronger effect for firms that 

contribute more to House 

candidates and Democrats. 

Ozer, 2010 Managem

ent 

TMT 

involvement in 

political activity 

CEO tenure, 

TMT 

heterogeneity 

 Corporate 

political 

activity 

Upper 

echelon 

theory 

151 U.S. 

manufacturin

g firms 

during 1999–

2002 

 

TMT involvement in political 

activity is positively related to 

firm's corporate political activity. 

CEO tenure strengthens this 

relationship between TMT 

involvement in political activity 

and firm's corporate political 

activity. 

Lux, Crook, 

& Woehr, 

2011 

Managem

ent 

Institutional 

level variables, 

market/industry 

level variables, 

and firm level 

variables 

 Contributi

ons 

Lobbying 

Economic 

Performance 

 78 studies 

published 

from 1976 to 

2010 

Antecedents at the institutional 

level (i.e., incumbent politicians, 

ideology, political competition, 

government regulation, 

government sales, and dependent 

politicians), market and industry 

level (i.e., industry 

concentration), and firm level 

(i.e., firm size and competitive 

strategy) have positive impact on 

CPA. CPA is positively 

associated with firm performance. 

Aggarwal, 

Meschke, & 

Wang, 2012 

Managem

ent/Politic

al science 

CEO duality, 

board size, and 

  Corporate 

political 

donations 

Agency 

theory 

1,381 

publicly 

traded US 

CEO duality, board size, and 

CEO compensation are positively 
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CEO 

compensation 

firms from 

1991 to 2004 

associated with corporate political 

donations. 

Sawant, 

2012 

Managem

ent 

Asset 

specificity 

Industry 

regulation 

 CPA and 

internalizati

on 

CPA 

literature 

 Under high asset specificity in 

regulated industries, CPA and 

internalization are substitutes as 

favorable public policy also 

mitigates asset specificity. Firms 

choose CPA when transaction 

costs are lower than 

internalization costs. 

Sun, 

Mellahi, & 

Wright, 

2012 

Managem

ent 

Market 

environment, 

non-market 

environment, 

interorganizatio

nal, and 

intraorganizatio

nal factors 

  Value of 

corporate 

political ties 

Social 

Exchange 

Perspectiv

e, Agency 

theory 

 The value of corporate political 

ties is contingent upon market 

environment (eg. industry 

characteristics and competitive 

dynamics), non-market 

environment (eg. institutional 

arrangements, Stability of 

political regimes), 

interorganizational (eg. strength 

and structure of ties) and 

intraorganizational factors 

(organizational ownership 

structure and managerial ability). 

Hadani & 

Schuler, 

2013 

Managem

ent 

Corporate 

political 

investments 

(CPI), 

Cumulative 

CPI, Board 

political service 

Industry 

regulation 

 Firm 

performance 

(market 

value and 

return on 

sales) 

Agency 

theory 

S&P 1500 

firms during 

1998–2008 

While firms’ political investments 

are negatively associated with 

market performance, firms’ 

cumulative political investments 

are negatively related to both 

market and accounting 

performance. Firms placing 

former public officials on their 

boards experienced inferior 

financial performance than firms 

without such board members. 

However, CPA is positively 

associated with market 
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performance for firms in 

regulated industries. 

Hill, Kelly, 

Lockhart, & 

Van Ness, 

2013 

Finance Firm size, 

Market to book 

ration, R&D, 

HHI index, cash 

flow, leverage, 

and PAC 

  Corporate 

lobbying 

Literature 

on 

economics 

and 

political 

science 

5,244 during 

1999–2011 

PAC contribution is positively 

associated with lobbying 

activities. Firms actively 

engaging in lobbying activities 

maximize their values from 

favorable policy and regulations. 

Scherer, 

Baumann-

Pauly, & 

Schneider, 

2013 

Managem

ent 

Firm’s 

engagement in 

public policy 

National 

governance 

mechanisms 

democrati

c deficit 

Social 

acceptance, 

and 

legitimacy 

Literature 

on 

political 

science 

and 

corporate 

governanc

e 

 Firm’s engagement in public 

policy results democratic deficit 

within the firm. This democratic 

deficit will be more significant 

when multinational corporations 

operate in countries with weak 

governance mechanisms. This 

deficit might result a decline in 

the firm’s social acceptance, and 

in turn a loss of its legitimacy. 

Skaife, 

Veenman, & 

Werner, 

2013 

 

Finance Firm’s 

engagement in 

lobbying 

Intensity of 

firms’ 

lobbying 

 CEO 

compensatio

n 

Agency 

theory 

U.S. based 

S&P 500 

firms during 

1999-2010 

 

Firm’s engagement in lobbying 

increases agency cost in the form 

of excess CEO compensation. 

This relationship between 

lobbying and CEO compensation 

increases with the intensity of 

firms’ lobbying. 

Brown, 

Drake, & 

Wellman, 

2014 

Accountin

g 

Relational 

approach to 

corporate 

political activity 

  Future 

cash, GAAP 

effective tax 

rates 

(ETRs), and 

less volatile 

future cash 

ETRs 

Political 

science 

literature 

2,610 U.S. 

firms during 

2000 to 2012 

Firms that pursue a more 

relational approach to corporate 

political activity have lower 

future cash and GAAP (generally 

accepted accounting principles) 

effective tax rates (ETRs) and less 

volatile future cash ETRs. Firms 

that develop stronger 

relationships with tax 

policymakers via PAC support 

engage in an incremental tax-

specific lobbying. 



213 

 

Den Hond, 

Rehbein, de 

Bakker, & 

Lankveld, 

2014 

Managem

ent 

Configuration 

of CSR and 

CPA 

Public 

exposure of 

CSR-CPA 

configuration, 

public 

knowledge of 

CSR-CPA 

configuration 

being 

deliberate, 

institutional 

complexity 

 Reputation Literature

s on 

political 

science, 

and 

corporate 

reputation 

 
When firm recognizes the 

resource complementarities 

between CSR and CPA, they are 

more likely to align their CSR 

and CPA. Various configurations 

of a firm’s CSR and CPA– 

alignment, misalignment, and 

non-alignment – affect firm’s 

reputation beyond the separate 

reputation effects of CSR and 

CPA. 

Hadani & 

Coombes, 

2015 

Managem

ent 

Variance in 

industry-level 

CPA 

  corporate 

philanthropy 

and CPA 

literature 

on 

corporate 

political 

activity 

and 

corporate 

philanthro

py 

S&P 500 

firms during 

1997-2004 
Variance in industry-level CPA is 

positively associated with firms’ 

use of both corporate 

philanthropy and CPA, compared 

with the use of CPA or corporate 

philanthropy on its own. 

Hadani, 

Dahan, & 

Doh, 2015 

Managem

ent 

CPA CEO 

managerial 

discretion 

 Firm 

performance 

Agency 

theory 

650 of the 

S&P 1000 

firms during 

1998–2008 

CEO managerial discretion, in 

particularly CEO duality, 

moderates the relationship 

between CPA and firm 

performance such that CPA in the 

presence of higher levels of CEO 

managerial discretion negatively 

associated with firm performance. 

Liedong, 

Ghobadian, 

Rajwani, & 

O’Regan, 

2015 

Managem

ent 

CSR and CPA  Trust Government 

policy 

Literature 

on CPA 

and CSR 

 CSR and CPA complement each 

other to create strong trust 

between firms and the polity-

politicians and policy makers, and 

enable firms to influence 

government policy. CSR and 

CPA should be aligned for the 

successful influence of salient 

government policy. 
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Pinkse & 

Groot, 2015 

Managem

ent 

Sustainable 

entrepreneurshi

p opportunities 

(Market 

barriers) 

Entrepreneur-

specific 

constraints 

Political 

activities 

Entrepreneur

s political 

access and 

influence 

Literature 

on 

corporate 

political 

activity, 

and 

sustainabl

e 

entreprene

urship 

literature 

Case study on 

9 new 

entrants in the 

Dutch clean 

energy sector 

Sustainable entrepreneurs are 

politically active but pursue these 

activities using collective action. 

Entrepreneurs who are able to 

form alternative coalitions, create 

legitimacy by building up 

specialized expertise, and create a 

relationship of mutual 

dependence with industry 

incumbents are more likely to 

gain political access and 

influence. 

Fremeth, 

Richter, & 

Schaufele, 

2016 

 

Finance/e

conomics 

Executives’ 

donation 

  Corporate-

linked 

PACs’ 

donation 

Agency 

theory 

S&P 500 

firms 

between 1991 

to 2008 

 

Executives are likely to make 

campaign contributions consistent 

with the strategic CPA objectives 

of the firms they lead. They 

contribute to the same candidate 

to whom their corporate linked 

PACs contribute. Corporate-

linked PACs also make campaign 

contribution to the same 

politicians to whom corporate 

executives contribute. 

McDonnell 

& Werner, 

2016 

Managem

ent 

Boycott events Media 

attention a 

boycott 

attracts, the 

political 

salience of 

the contested 

issue, and 

status of the 

targeted firm 

 Congression

al 

appearance, 

awarded 

government 

contracts 

social 

movement 

theory 

Matched set 

of 203 

boycotted 

firms and 203 

matched 

control firms 

Social protests -measured in 

terms of boycotts- lead to 

significant increases in the 

proportion of refunded 

contributions, as well as 

decreases in invited congressional 

appearances and awarded 

government contracts. These 

relations are fully moderated by 

the status of the targeted firm, and 

partially moderated by media 

attention a boycott attracts, and 

the political salience of the 

contested issue. 
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Unsal, 

Hassan, & 

Zirek, 2016 

 

Finance CEO ideology   Corporate 

political 

donations, 

number of 

bills 

lobbied, 

number of 

lobbyists, 

firm 

performance 

Agency 

theory 

3765 CEOs 

representing 

2030 firms 

during 2000-

2012 

Firms led by Republican-leaning 

CEOs tend to spend larger 

amounts on lobbying, make larger 

corporate political donations, 

lobby a larger number of bills, 

and employ a larger number of 

lobbyists. Lobbying CEOs tend to 

earn greater compensation and 

managerial incentives. Lobbying 

activities of the firms led by 

republican CEOs result higher 

agency costs of free cash flow, 

lower Tobin's Q, and smaller 

increases in buy and hold 

abnormal returns. 

Rudy & 

Johnson, 

2019 

 

Managem

ent 

CEO age, CEO 

peripheral 

functional 

background, 

and CEO 

educational 

background 

  Firm 

political 

activity, 

relational 

political 

activity, and 

transactional 

political 

activity 

Upper 

echelons 

theory 

Largest 100 

firms by 

revenue, as 

ranked by 

Fortune in 

1980 

CEO age, CEO peripheral 

functional background, CEO 

educational background in 

business, economics, or law are 

positively related to firm political 

activity. CEO tenure, CEO 

peripheral functional background, 

and CEO educational background 

in business, economics, or law are 

positively related to relational 

political activity. CEO age is 

positively, and CEO tenure is 

negatively related to transactional 

political activity. 
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4.3 Impact of CEO Activism on Non-market Strategies 

4.3.1 CEO Activism and CSR    

Firms’ engagement in CSR activities is conditional upon how executives evaluate 

stakeholders’ concerns (Hafenbradl & Waeger, 2017). In this essay, I explore the impact of CEO 

activism on CSR and CPA. Before discussing the impact of CEO activism on CSR and CPA, it is 

important to distinguish the types of CEO activism based on CEOs’ ideological orientation. CEO 

ideology, which is a CEO’s ‘tendency to prefer certain states of affairs over others’ (Hofstede, 

1980: 19) has been shown to impact the choice and amount of firm level CSR (Chin, Hambrick, 

& Trevino, 2013) and lobbying efforts (Unsal, Hassan, & Zirek, 2016). Research has shown that 

the political ideologies of CEOs are manifested in their firms’ CSR profiles (Chin, Hambrick, & 

Trevin, 2013). Compared to conservative CEOs, liberal CEOs exhibit greater advances in CSR 

(Chin, Hambrick, & Trevin, 2013).  

Liberal leaning activist-CEOs generally advocate for progressive social change (e.g. 

social justice/criminal justice reform, abortion, race relations/racial discrimination, and climate 

change). These CEOs may experience reduced conflict and greater satisfaction while 

implementing CSR activities (Viswesvaran et al., 1998; Valentine & Fleischman, 2008). Put 

differently, these CEOs are more likely to “walk their talk” by steering firm resource towards the 

achievement of broader social objectives. For example, if an activist-CEO advocates for 

diversity, he/she is more likely to adopt policies and practices that facilitate organizational 

diversity. Liberal leaning activist-CEOs’ involvement in political CSR will be even more salient. 

Beyond charitable actions, these CEOs will play an active role in addressing broader societal 

issues (e.g., protecting human rights, supporting education and infrastructure development) that 
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are traditionally understood as governmental responsibilities (Maak, Pless, & Voegtlin, 2016: 

464).  

Liberal leaning activist-CEOs are more likely to pay close attention to environmental 

changes and organizational options that can potentially address the demand of broader society 

(McClelland et al., 2012). They pursue different approaches to enhance their positive influence 

on broader society. CSR initiatives can enhance their external prestige and influence among 

external stakeholders (Bartels et al., 2007). Liberal leaning activist-CEOs will thus be motivated 

to implement CSR activities that are recognized and valued by broader society (Farooq et al., 

2017).  

On the other hand, compared to liberal leaning activist-CEOs, conservative leaning 

activist-CEOs are more motivated by commercial and financial agendas (Block & Wagner, 

2010). They are likely to exhibit pro-business behaviors, even if such behaviors are not 

appropriate in a broader moral sense (Lange et al., 2015). For example, they may engage in 

socially irresponsible behaviors such as pollution, and substantial carbon emission that may 

increase firm’s profit by reducing significant external costs (Price & Sun, 2017). Conservative 

CEOs may embrace less costly CSR initiatives rather than addressing the demands of 

stakeholders (Block & Wagner, 2010), since they operate within their fixed mindset to enhance 

short term financial performance (Henderson et al., 2006). They may have unrealistic 

assumptions about the changing demands and expectations of stakeholders (Lee at al., 2017). 

They may be less sensitive in responding to stakeholders’ concerns (Simsek, 2007; Oh et al., 

2018) and thus may emphasize less on CSR activities (Henderson et al., 2006).  

Taken together, these arguments suggest the following hypothesis: 
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H1: There is a positive (negative) relationship between liberal (conservative) leaning 

CEO activism and CSR.  

 

4.3.2 CEO Activism and CPA 

Firms’ commitment to CPA partly depends on senior executives' involvement in political 

activity (Ozer, 2010). In this essay, I explore how ideological orientation of activist-CEOs 

(liberal versus conservative) impact firm engagement in CPA. Before discussing the impact of 

these specific types of CEO activism on CPA, it is important to discuss how and whether CEO 

activism, in general, impact CPA. Compared to their non-activist counterparts, activist-CEOs 

may involve more in political activities that may foster important linkages with regulators and 

policy makers. For example, activist-CEOs including PepsiCo CEO Indra Nooyi, Walmart CEO 

Doug McMillon, JPMorgan Chase CEO Jamie Dimon, and General Motors CEO Mary Barra have 

served in president Trump’s business advisory council, even though these CEOs disagree with 

numerous policies adopted by the Trump administration (Feloni, 2017). This type of strategically 

important political connections can benefit firms by providing increased access to information, 

and reducing uncertainty (Hillman, Zardkoohi, & Bierman, 1999).   

Due to their visibility, activist-CEOs are likely to gain prestige power (Wade, Porac, 

Pollock, & Graffin, 2006). They can use this power to persuade policy makers in the favor of 

their firm (Werbel & Carter, 2002). In fact, they can bring valuable and non-substitutable 

resources to the firm through their political connections (Cao, Pan, Qian, & Tian, 2017). Board 

of directors thus will appreciate the role of CEO as a political activist. This will substantially 

reduce their likelihood of being monitored and fired (Cao, Pan, Qian, & Tian, 2017; You & Du, 

2012).  

https://www.businessinsider.com/author/richard-feloni
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Activist-CEOs may have a more pronounced ideological orientation, and thus they may 

promote their own perspectives in shaping their firms’ CPA (Rudy & Johnson, 2019). As a 

result, their commitment to a particular kind of CPA will be enhanced. They are more likely to 

invest in CPA in accordance with their ideological orientations, even if such investment does not 

comply with firm policies (Unsal, Hassan, & Zirek, 2016). In this essay, I argue that liberal 

leaning activist-CEOs will engage in liberal leaning CPA and conservative leaning activist-CEOs 

will engage in conservative leaning CPA.  

Research has shown that while liberal leaning CEOs are more likely to support 

progressive agenda such as economic equality and social justice, conservative leaning CEOs are 

more likely to focus on individualism, free markets, property rights, business cases, and respect 

for authority (Chin & Semadeni, 2017: 1613). Research has also pointed out that firms led by 

conservative-leaning CEOs are associated with larger amounts on lobbying, larger corporate 

political donations, and a larger number of lobbyists (Unsal, Hassan, & Zirek, 2016). 

Liberal leaning activist-CEOs, given their engagement in progressive socio-political 

issues, are more likely to be aware of long-term impact of CPA not only on the firm but also on 

the broader society. They are more likely to advance progressive public policy agenda that are 

pertinent to both their firms’ success and societal benefits, and may consequently allocate firm 

resources to influence these policies (Hart, 2004; Wilts, 2006; Ozer, 2010).  

In contrast, conservative leaning activist-CEOs focus less on progressive social issues 

that have long term impact on society (Hadani, Dahan, & Doh, 2015). They may feel reluctant to 

allocate firm resources to influence public policy pertaining to progressive social change since 

doing so is considered less relevant to the core operation of their firm (Hadani, Dahan, & Doh, 

2015). Conservative leaning activist-CEOs are more concerned with improving firm financial 
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performance (Hutton, Jiang, & Kumar, 2014). They are often more committed to influencing 

public policy that can reduce uncertainty and threats to their firms (Christensen, Dhaliwal, 

Boivie, & Graffin, 2015). As a consequence, they will be more interested in advocating for 

public policy changes that are directly related to their business. Taken together, these arguments 

suggest the following hypotheses: 

H2: There is a positive (negative) relationship between liberal (conservative) leaning 

CEO activism and liberal leaning CPA.  

 

H3: There is a positive (negative) relationship between conservative (liberal) leaning 

CEO activism and conservative leaning CPA. 

 

4.4 Methodology 

4.4.1 Sample and Data Sources 

To test the above hypotheses, I constructed a sample that consists of firms listed in the 

Standard & Poor’s 500 index spanning the years 2008-2017. Since the trend of CEO activism has 

become more prevalent following the rise of the “tea party movement” in 2009 - a conservative 

political movement in the United States (BBC, 2010), I chose 2008 as the onset of the sampling 

window. In doing so, I ensured that important events related to CEO activism are included in the 

data collection. I exclusively focused on S&P 500 index since firms listed in this index represent 

a diverse set of industries in the manufacturing and service sectors, with a significant impact on 

the U.S. economy. Another advantage of using S&P 500 firms is the availability of data on 

various variables of interest for my empirical analyses. 

In constructing the study’s sample, I used the following criteria. First, some of the firms 

in my sample consist of two or more than two CEOs in a specific year during the sampling 

window. For sample firms that experienced CEO turnover in a specific year during my sampling 

window and therefore had more than one CEO, I selected the CEO with the highest tenure. In 
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case of equal tenure of two or more CEOs, I selected the predecessor as the strategies pursued by 

a CEO might last longer even after he/she left the firm. Finally, the firms led by these CEOs 

were examined for the availability of data on the study’s variables.  

I utilized multiple sources to collect data on CEO verbal and action-oriented activism. I 

used the U.S. newspaper universe found in the Lexis Uni database ranging from January 1, 2008 

to December 31, 2017 to collect data related to CEO verbal activism. Because I have used all the 

U.S.-based newspapers sources available in Lexis Uni database, I was able to access a systematic 

and comprehensive coverage of news related to CEO activism. I used ‘duplicate’ option in case 

of high similarity in newspaper content to avoid including multiple news items on the same 

issue. Second part of my data search was focused on action-oriented CEO activism. Data on this 

variable were collected from sample firms’ websites and other internet sources such as Lexis 

Uni, Bloomberg CEO’s profile, Fortune news, and Google advanced search. I utilized KLD 

database to collect data related to CSR. Similarly, I used www.opensecret.org to collect data on 

CPA. I utilized several data sources including Compustat - Capital IQ, BoardEx, KLD, 

ExecuComp and Mergent Online to collect data on control variables. 

Propensity Score Matching 

Since CEO activism is a relatively new phenomenon that does not occur frequently, it is 

infeasible to employ a random sampling technique. However, simply comparing the mean 

difference of the outcome variables, in this case activist-CEOs and non-activist-CEOs, typically 

leads to biased estimators, because the distributions of the independent variables in the two 

groups may differ (Li, 2013). One possible solution to this problem is a matched-pair sample 

design. Given the potentially limited number of activist-CEOs, exact matches might not be easily 

available. Thus, I used propensity score matching (PSM) technique (Rosenbaum & Rubin, 1983; 

http://www.opensecret.org/
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Li, 2013), which allows for efficient matching of treatment and control (also known as 

counterfactual) sample (Rosenbaum & Rubin, 1983). Although PSM has been widely used in 

other fields such as economics (Dehejia &Wahba, 1999), finance (Campello, Graham, & Harvey, 

2010), and political science (Arceneaux, Gerber, & Green, 2006), it has generally been 

overlooked by management scholars (Li, 2013: 189). Recently, however, management scholars 

are increasingly using this technique in their research designs (Boivie, Graffin, Oliver, & 

Withers, 2016). 

PSM technique matches observations from treatment and counterfactual samples on 

several dimensions using the estimated likelihood of receiving treatment (Shipman, Swanquist, 

& Whited, 2016: 213). In my study, activist-CEOs led firms are the ‘treatment’ group while non-

activist-CEOs led firms are considered counterfactuals. PSM matches based on a “propensity 

score”- defined as the probability that the activist-CEO in the treatment group is conditional on 

the observed firm variables (Hope, Thomas, & Vyas, 2011). As a first step of PSM, theoretically 

meaningful covariates that can reduce selection bias should be chosen (Li, 2013). I used the 

following six covariates that predict CEO activism: firm performance, firm age, firm size, CEO 

gender, CEO founder status, and Fama & French industry groups. I estimated a probit model to 

generate propensity scores. I used the “psmatch2” user written command in Stata 14 to identify 

an appropriate non-activist-CEO for each activist-CEO. All these six predictors were lagged by 

one year (t-1) from outcome variable (CEO activism). I utilized nearest-neighbor matching (one-

to-one matching) without replacement, which allowed me to match each activist-CEO led firm 

(treatment) to a firm led by non-activist-CEO (counterfactual) with the closest propensity score 

(Boivie et al., 2016: 1690). The propensity scores generated using this process yielded 178 

unique matched pair firms (89 firms with activist-CEOs and 89 firms without activist-CEOs). 
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Since CSR data are only available until 2013 and CPA data are not available for odd years, my 

dataset does not include observations for the year 2017. Because many firms’ CEOs made more 

than one comment during the sampling window, my final sample consisted of 344 observations 

(172 observations representing CEO activism and 172 observations from non-activist-CEOs). 

The unit of analysis in my study is firm-CEO activism-year. It should be noted that some 

activist-CEOs made more than one comment at various times in the sampling window. For 

instance, Apple’s CEO Timothy D. Cook and JPMorgan Chase’s CEO James Dimon made 

sixteen and fourteen comments respectively during the sampling window. On the other hand, 

Allergan’s CEO Brenton L. Saunders and Quest Diagnostics’s CEO Stephen H. Rusckowski 

made only one comment during the sampling window. If a CEO made more than one comment 

in a particular year, it was considered one observation. However, since I used frequency of CEO 

activism as my independent variable, I counted the number of comments made by a CEO in a 

particular year to measure CEO activism.  

Endogeneity Issues 

Since the presence of an activist-CEO in a firm may not be randomly determined, there is 

a possibility of sample-induced endogeneity in the proposed relationships (Certo, Busenbark, 

Woo, & Semadeni, 2016). By adopting propensity score matching technique, I addressed the 

possible bias due to endogeneity concerns (Boivie, Graffin, Oliver, & Withers, 2016; Hamilton 

& Nickerson, 2003; Certo et al, 2016). This technique addressed the sample-induced endogeneity 

issue by allowing me to isolate the treatment condition (selection of activist-CEO) from control 

condition (selection of non-activist-CEO) (Boivie, Graffin, Oliver, & Withers, 2016). In addition 

to sample induced endogeneity, there could be another endogeneity resulted from simultaneous 

causality of independent and dependent variables (Certo et al., 2016). I addressed this issue of 
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simultaneous causality by lagging all independent and control variables by one year (Adams, 

Almeida, & Ferreira, 2009). 

4.4.2 Measures 

Dependent Variables: CSR and CPA are two dependent variables of this study. I 

measured CSR profiles using data gathered by Kinder, Lydenberg, Domini & Co. (KLD). I used 

two sources to collect data on my dependent variables. Data related to corporate social 

responsibility was collected from MSCI database (formerly known as KLD and GMI). This 

database provides annual data set of environmental, social, and governance (ESG) performance 

indicators since 1991. Specifically, it provides ESG rating of 6400 companies worldwide based 

on their exposure to industry specific ESG risks and their ability to manage those risks relative to 

peers. I used KLD ratings as they are, in general, considered the most comprehensive ratings 

available to measure CSR (Petrenko et al., 2016; Hubbard, Christensen, & Graffin, 2017). KLD 

data contain time series information on CSR and have been used widely in management 

research. Following prior research (David, Bloom, & Hillman, 2007; Gupta et al., 2017), I used 

KLD categories that gauge the firm’s commitment to issues such as community relations, human 

rights, employee relations diversity, and product quality. KLD provides strengths and concerns 

of such issues during my sampling window. For each strength or concern, KLD signifies with a 

“1” indicating the presence of that strength or concern, and a “0” indicating its absence (MSCI, 

2015). I calculated the Net CSR measure by subtracting the “KLD concerns” score from “KLD 

strengths” score. 

I operationalized corporate political activity, another dependent variable of this study. 

While donations to democratic party were measured as liberal CPA, donations to republican 

party were measured as conservative CPA. Data on CPA was collected from Center for 
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Responsive Politics (opensecret.org). This database provides federal campaign contributions and 

lobbying information based on the data released by Federal Election Commission (FEC). To 

measure this variable, I collected data on corporate level donations for every even year during 

my sampling window. As mentioned by Centre for Responsive Politics (2018), firm level data 

reflect donations from employees of the organization, its Political Action Committee (PAC) and 

in some cases its own treasury. These totals include all campaign contributions to federal 

candidates, parties, political action committees (including super PACs), federal 527 

organizations, and Carey committees. In this essay, I utilized conservative leaning corporate 

political ideology as a measure of CPA. I first subtracted total corporate donations to Democrats 

from total corporate donations to Republicans, and divide this difference by their total donations. 

Independent Variable: The independent variable examined in this study is CEO 

activism. I used both verbal and action-oriented activism in this study. I operationalized CEO 

verbal activism in terms of the number of controversial comments they made during the 

sampling window. In particular, I counted the number of political, social, environmental and 

economic comments made by a CEO during my sampling window. The original list of articles 

was determined by newspapers containing the name of an individual CEO. To find relevant news 

items, I searched all U.S. based news sources that include any of these subjects: 1) Law and legal 

system 2) International relations and national security 3) Government 4) Election and Politics 5) 

Immigration 6) Human Rights 7) Sex and Gender issues 8) Race 9) Religion and spirituality 10) 

Environment and natural resources/climate change 11) Taxation 12) Healthcare system. I believe 

CEO’s involvement on any of these activities is distinct from non-market strategy, strategic 

CSR, and other kinds of corporate engagement with the public sphere (Chatterji & Toffel, 2017). 

Consistent with Billings, Geronimo Terkla, and Reid (2009) and Cha, Abebe, and Dadanlar 
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(2018), I collected data on action-oriented activism- which is typically referred to as CEO civic 

engagement- on three different categories: local community-based activities, social issue-

oriented engagement and political engagement. I operationalized CEO action-oriented activism 

in terms of number of social and political activities they engage in. Specifically, I counted CEO 

engagement in each of the following three areas: local community-based activities, social issue-

oriented engagement and political engagement (Billings, Geronimo Terkla, & Reid, 2009; Cha, 

Abebe, & Dadanlar, 2018). Finally, I categorized all activist-CEOs into liberal leaning and 

conservative leaning based on the activities they engage in. I assigned ‘-1’ for each liberal 

leaning engagement and ‘+1’ for each conservative leaning engagement. 

Control Variables: I controlled for the following ten variables in this study: firm past 

performance, firm size, firm age, organizational slack, board size, CEO duality, CEO gender, 

CEO political engagement, and Fama & French industry classification. Past research has shown 

that firms with better financial performance are more likely to engage in non-market strategies 

since they can afford to do so (Tang et al., 2015). I used return on assets (ROA) to measure firm 

past performance (Venkatraman & Ramanujam, 1986). Bigger firms are more likely to engage in 

CPA in order to influence public policies in their favor (Carpenter et al., 2004). Scholars have 

also shown that CSR tends to vary with firm size (Darnall, Henriques, & Sadorsky, 2010; 

Udayasankar, 2008). Accordingly, I controlled for firm size, which was measured as the natural 

logarithm of the firm’s total assets (Block & Wagner, 2010; Hubbard et al., 2017). 

Research has shown that compared to younger firms, older firms engage more in non-

market strategies (Withisuphakorn & Jiraporn, 2016). Firm age was measured as number of 

years since firm’s incorporation year (Tang et al., 2015), and was transformed into logarithmic 

value. Similarly, organizational slack has been shown to affect firm’s engagement in non-market 
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strategies (Wang & Qian, 2011). Organizational slack was measured as the firm’s debt to equity 

ratio. I also controlled for board size, as bigger boards can manage stakeholders’ demands more 

effectively (Chang, Oh, Park, & Jang, 2017). Board size was measured as number of total board 

members on each firm’s board (Chikh & Filbien, 2011). CEO duality is associated both with 

CSR (Muttakin, Khan, & Mihret, 2018) and CPA (Aggarwal, Meschke, & Wang, 2012). If a 

CEO is also a chairperson of the board of directors, I coded it as “1” and “0” otherwise (Boyd, 

1995; Daily & Dalton, 1994). Due to the difference in their socialization process, female CEOs 

may differ from their male counterparts in their ways to resolve issues related to ethics and social 

responsibility (Oakley, 2000). I measured CEO gender as a binary variable coding “1” for female 

and “0” for male (Lee & James, 2007; Manner, 2010). Compared to conservative leaning CEOs, 

liberal leaning CEOs are more likely to support progressive agenda such as diversity, social 

justice, and protecting the natural environment (Jost, Glaser, Kruglanski, & Sulloway, 2003; 

Tetlock, 2000; Briscoe, Chin, & Hambrick, 2014). I operationalized CEO political engagement 

in terms of CEO total political donation, which includes donations to party, political action 

committees (PACs), and candidates. I collected this variable for each presidential election cycle 

during the sampling window. I controlled for firm industry membership, since firms in certain 

industries engage in non-market strategies than those in other industries (Young & Marais, 

2012). I utilized Fama & French industry categorization to code firm industry membership 

(Werner, 2017). I added year fixed effect in my model to accommodate for time of CEO 

activism. All of these control variables except CEO gender, industry membership, and year fixed 

effect were lagged by a year.   

I collected data on control variables from various sources such as Compustat - Capital IQ, 

ExecuComp, and BoardEx. In particular, data on firm performance, firm size, and organizational 
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slack were collected from Compustat- Capital IQ. Similarly, data on firm age was collected from 

Mergent Online. Data on board size was collected from BoardEx. Similarly, ExecuComp was 

utilized to collect data on CEO duality and CEO gender. Data on CEO political engagement was 

collected from Center for Responsive Politics (opensecret.org). Finally, data on Fama & French 

industry classification was collected from Kenneth R. French’s webpage available on Dartmouth 

College’s website. Variable operationalizations, and data sources are summarized below in Table 

4.4. 
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Table 4. 4: Summary of Variable Operationalizations 
Variables Definition Operationalization Data Sources Years measured 

CEO activism CEOs’ publicly expressed opinions 

and their action oriented personal 

engagement on sociopolitical issues 

CEOs’ comments on controversial 

sociopolitical issues as well as their 

personal engagement in local community-

based activities, social issue-oriented 

activities and political activities. It is 

measured as a count variable. Based on the 

ideological orientation, ‘-1’ assigned for 

each liberal leaning engagement and ‘+1’ 

for each conservative leaning engagement. 

LexisNexis Academic Universe 

database, twitter, Facebook 

status, YouTube video, 

Wikipedia CEO’s profile, 

Bloomberg CEO’s profile, 

Fortune news, and Google 

advanced search, Sample firm 

website including proxy 

statements (DEF 14A) 

2008-2017 

CEO political 

engagement 

“Manifestations of underlying 

values” of a CEO (Chin, Hambrick, 

& Trevino, 2013: 203) 

CEO total political donation (donations to 

party, political action committees (PACs), 

and candidates 

Centre for Responsive Politics 

(opensecret.org) 

2008-2017 

Corporate social 

responsibility 

“Context-specific organizational 

actions and policies that take into 

account stakeholders’ expectations 

and the triple bottom line of 

economic, social, and environmental 

performance” Aguinis (2011: 855) 

Difference between “KLD strengths” 

score and “KLD concerns” score 

MSCI database (formerly known 

as KLD and GMI) 

2008-2017 

Corporate 

political activity 

“Corporate attempts to shape 

government policy in ways favorable 

to the firm” (Hillman, Keim, & 

Schuler, 2004: 838) 

Firm level political donations (all 

campaign contributions to federal 

candidates, parties, political action 

committees (including super PACs), 

federal 527 organizations, and Carey 

committees). While donations to 

democratic party was measured as liberal 

CPA, donations to republican party was 

measured as conservative CPA. 

Conservative leaning corporate political 

ideology was utilized as a measure of 

CPA. I first subtracted total corporate 

donations to Democrats from total 

corporate donations to Republicans, and 

divide this difference by their total 

donations. 

Centre for Responsive Politics 

(opensecret.org) 

2008-2017 
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Firm size A broad measure of size of a firm  Natural logarithm of the firm’s total assets 

(Block & Wagner, 2010; Hubbard et al., 

2017) 

Compustat- Capital IQ 2007-2016 

Firm 

performance 

Whether a firm fulfills its financial 

goals 

Return on assets (ROA) Compustat- Capital IQ 2007-2016 

Firm age  Number of years since firm’s 

incorporation year  

Natural logarithm of number of years 

since firm’s incorporation year 

Mergent Online 2007-2016 

Organizational 

slack  

“The cushion of actual or potential 

resources which allows an 

organization to adapt successfully to 

internal pressures for adjustment or 

to external pressures for change in 

policy, as well as to initiate changes 

in strategy with respect to the 

external environment” (Bourgeois, 

1981: 30) 

Firm’s debt to equity ratio  Compustat- Capital IQ 2007-2016 

Board size Number of total board members Number of total board members on each 

firm’s board 

BoardEx 2007-2016 

CEO duality  A situation where a CEO is also the 

chairperson of the board of directors 

(Finkelstein, 1992) 

If a CEO is also a chairperson of the board 

of directors, it was coded as “1” and “0” 

otherwise (Boyd, 1995; Daily & Dalton, 

1994) 

ExecuComp 2007-2016 

CEO gender Gender of a CEO (male versus 

female) 

It was coded as a binary variable with a 

value of “1” for female and “0” for male 

ExecuComp 2007-2016 

Fama & French 

industry 

categorization  

Industry categorization developed by 

Fama & French  

Nominal coding of industry membership 

based on Fama & French industry 

membership 

Kenneth R. French’s webpage 

available on Dartmouth 

College’s website 

2007-2016 
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4.4.3 Analytical Approach 

Given the multiple years of observations, my data represent an (unbalanced) panel 

dataset. In general, three statistical approaches- Generalized estimating equations (GEE), fixed 

effects and random effects- are used in panel regression analysis (Wooldridge, 2016; Allison, 

2005; Echambadi, Campbell, & Agarwal, 2006). These approaches have some structural 

similarities and dissimilarities in their underlying assumptions (Gardiner, Luo, & Roman, 2008). 

While random effect model assumes that the unobserved effect is uncorrelated with the 

explanatory variables in each time period, fixed effect model assumes that the unobserved effects 

are arbitrarily correlated with the explanatory variables in each time period (Wooldridge, 2016). 

Both random effect and fixed effect models calculate intra-cluster correlation by accounting 

individual- effects (Zorn, 2001). Fixed effect model accounts for only within-unit information to 

calculate estimates; however, random effect model uses both between- and within-unit 

information to calculate estimates (Certo & Semadeni 2006). Instead of including individual 

(cluster specific) effects, GEE estimation includes intra-cluster effects, commonly known as 

intra-cluster correlation (Zorn, 2001). By adjusting covariance matrix of the estimated 

parameters, this approach accounts for non-independence observations (e.g. CEO activism) 

during the sampling window (Zorn, 2001). 

I performed specification tests to determine an appropriate statistical approach for my 

analyses. Specifically, I utilized Hausman test to accomplish this goal (Hausman, 1978). If 

Hausmann test fails to reject the null hypothesis, it suggests that random effect and fixed effect 

estimates are sufficiently close, and that the sampling variation is so large in the fixed effect 

estimates that one cannot conclude practically significant differences are statistically significant 

(Wooldridge, 2016: 444). In this situation, random effect model is used. However, if the test 
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rejects null hypothesis, random effects will be inconsistent, and thus fixed effect model is used 

(Wooldridge, 2016; Green, 2008). 

I performed Hausman test in both of the models used in this study. Hausman test provides 

marginally significant results for Model 1 (DV= CSR; Chi-Square = 12.98; p < 0.1). However, 

Hausman test did not provide significant results for Model 2 (DV= CPA; Chi-Square = -0.00, 

n.s.). The results of the Hausman test determined that while fixed effect model is appropriate for 

Model 1, random effect models is appropriate for Model 2.  

Even though Hausman test suggests a combination of both fixed and random effect 

models to examine the relationship between CEO activism and non-market strategies, past 

studies in this area have used GEE estimation for panel data with non-independent and time 

invariant observations (Liang & Zeger, 1986; Chin, Hambrick, & Trevino, 2013) such as CEO 

activism. My independent variable, CEO activism, is highly correlated in nature, since some 

CEOs may repeatedly engage in sociopolitical issues and some others may remain silent on those 

issues during the sampling window. The method of GEE is a population- averaged approach to 

estimation with correlated data (Zorn, 2001: 474). More specifically, GEE is useful for data with 

“repeated measures (including panel and time-series cross-section designs), data involving 

sequences of related decisions by [executives], and a range of other circumstances where 

conditional independence across observations is unlikely” (Zorn, 2001: 485). Another technique 

that is used in highly correlated longitudinal data is generalized linear mixed models (GLMM) 

(Allison, 2005; Echambadi, Campbell, & Agarwal, 2006).While GLMM is used when a study is 

focusing on specific subjects without any comparisons between or among groups, GEE is used to 

compare between and among groups (Echambadi, Campbell, & Agarwal, 2006). I used GEE 

rather than GLMM, since my sample include both activist and non-activist-CEOs based on 
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propensity score matching. Thus, I employed GEE in my main analyses to explore the 

relationship between CEO activism and non-market strategies. I specified a Gaussian family with 

an identity link function and an independent correlation structure. In all of the models, I utilized 

robust standard errors with company-level clustering to measure the statistical significance of my 

estimates (Hutton, Jiang, & Kumar, 2015: 2913).   

 In addition to my main analysis that employed population average model (i.e. GEE), I 

performed fixed effect and random effect models (not shown in the tables). Direction of 

relationships did not vary significantly from the main analysis when fixed and random effect 

models were used to examine proposed hypotheses. Furthermore, I conducted supplementary 

analyses to examine whether the findings remain robust when alternative operationalization of 

CEO activism is used. Specifically, I operationalize CEO activism as a binary measure (1= 

presence of an activist CEO; 0 = presence of a non-activist CEO) which differs from my original 

operationalization of CEO activism (i.e. frequency of CEO sociopolitical engagement).  

Finally, I examined Variance Inflation Factor (VIF) values to test for the presence of 

multicollinearity among independent variables of this study (Hair et al., 2010). Large VIF values 

indicate a high degree of collinearity or multicollinearity among the independent variables (Hair 

et al., 2010). All of the independent and control variables used in model 1 have VIF scores of 

less than 10 with the highest VIF of 3.18, the lowest VIF of 1.25, and the mean VIF of 1.72. 

Similarly, all of the independent and control variables used model 2 have VIF scores of less than 

10 with the highest VIF of 1.79, the lowest VIF of 1.07, and the mean VIF of 1.27. Accordingly, 

I concluded that there were no concerns of multicollinearity in my analysis. In the next section, I 

present the results of my statistical analyses. 
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4.5 Results 

4.5.1 Descriptive Statistics and Correlations  

Table 4.5 below presents the means, standard deviations and correlations of the study’s 

variables. There are a number of notable correlations in the table. While CEO activism is 

positively correlated with corporate social performance (r = 0.28, p < 0.05), it has a significant 

negative correlation with corporate ideology (r = -0.32, p < 0.01) and firm age (r = -0.14, p < 

0.01). Conservative leaning CEO activism is positively related to corporate ideology (r = 0.18, p 

< 0.01) and past performance (r = 0.10, p < 0.05).   
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Table 4.5. Descriptive Statistics and Correlations 
 

 Variables Mean S.D. 1 2 3 4 5 6 7 

1 Corporate Social Performance 5.99 3.94 1.00 
      

2 Liberal Leaning CPAa 12.03 1.71 0.55*** 1.00 
     

3 Conservative Leaning CPAb 12.34 1.62 0.43*** 0.77*** 1.00 
    

4 Corporate Ideology 0.12 0.36 -0.28** -0.37*** 0.27*** 1.00 
   

5 CEO Activismc 0.75 1.04 0.28** 0.36*** 0.17*** -0.32*** 1.00 
  

6 Conservative Leaning CEO Activismd -0.12 0.70 0.13 -0.06 0.07 0.18*** -0.26*** 1.00 
 

7 Past Performancee -3.00 0.96 0.13 -0.20*** -0.17*** 0.01 -0.10* 0.11**   1.00 

8 Firm Sizef 10.61 1.45 0.42*** 0.69*** 0.61*** -0.14 0.31*** 0.04 -0.47*** 

9 Firm Ageg 4.16 0.70 0.33*** 0.09* 0.19*** 0.19*** -0.14*** 0.06 -0.24*** 

10 Organizational Slack 1.94 23.37 0.38*** -0.03 0.05 0.11** 0.03 -0.06 -0.08 

11 Board Size 11.68 2.09 0.21* 0.30*** 0.29*** 0.02 0.07 -0.08 -0.25*** 

12 CEO Duality 0.61 0.49 -0.09 0.24*** 0.28*** 0.07 0.10* -0.06 -0.17*** 

13 CEO Genderh 0.05 0.22 0.25** 0.07 0.00 -0.09* 0.02 -0.10* 0.05 

14 CEO Political Engagementi 10.92 1.33 0.10 0.27*** 0.36*** 0.13** 0.00 0.13** -0.12* 
a (Log-transformed total corporate donation to Democrats during every even years) b(Log-transformed total corporate donation to Republicans during every 

even years); c(frequency of CEO activism measured each year); d(-1=liberal leaning CEO activism, 0=No leaning, 1=Conservative CEO activism); e(Log-

transformed value of ROA); f(Log-transformed total assets); g(Log-transformed firm age); h(Coded 1 for Female CEOs and 0 for Male CEOs); i(Log-transformed 

total CEO donation during every presidential election); * p < 0.10 **p < 0.05 ***p < 0.01 
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Table 4.5. Descriptive Statistics and Correlations (contd.) 
 

 Variables 8 9 10 12 13 14 15 

8 Firm Size 1.00 
      

9 Firm Age 0.33*** 1.00 
     

10 Organizational Slack -0.03 -0.13** 1.00 
    

11 Board Size 0.45*** 0.29*** -0.06 1.00 
   

12 CEO Duality 0.20*** 0.13** 0.05 0.06 1.00 
  

13 CEO Gender 0.03 0.01 0.00 0.10* 0.07 1.00 
 

14 CEO Political Engagement 0.19*** 0.00 -0.05 0.09 0.16*** -0.15** 1.00 

* p < 0.10 **p < 0.05 ***p < 0.01 
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4.5.2 GEE Estimation- CEO Activism and Non-Market Strategies 

The results of the Generalized Estimating Equation (GEE) are presented in Table 4.6 

below. Hypothesis 1 predicted that there is a positive (negative) relationship between liberal 

(conservative) leaning CEO activism and CSR. As reported in Model 1, the coefficient for the 

frequency of conservative leaning CEO activism was negative and statistically significant (β = -

1.15, p < 0.01). Hence, hypothesis 1 received empirical support, indicating that while liberal 

leaning CEO activism is positively related to CSR, conservative leaning CEO activism is 

negatively related to CSR. The tests for hypotheses 2 and 3 are shown in Model 2. While 

hypothesis 2 stated that there is a positive (negative) relationship between liberal (conservative) 

leaning CEO activism and liberal leaning CPA, hypothesis 3 proposed that there is a positive 

(negative) relationship between conservative (liberal) leaning CEO activism and conservative 

leaning CPA. The coefficient for frequency of conservative leaning CEO activism predicting 

CPA was not statistically significant (β = 0.03, n.s.). Hence, contrary to my predictions, 

hypothesis 2 and hypothesis 3 did not receive empirical support. Summary of my hypotheses test 

is presented in table 4.8. In the next section, I present my supplementary analyses. 
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Table 4.6: GEE Estimation- CEO Activism and Non-Market Strategies1 
 

Variables Model 1 

DV= CSR 
 

Model 2  

DV=CPA 
 

Constant -11.51*** (3.52) -0.32 (0.41) 

Firm Sizea 1.51*** (0.39) -0.05 (0.03) 

Firm Ageb 0.39 (0.74) 0.10* (0.05) 

Organizational Slack 0.66** (0.28) 0.00*** (0.00) 

Past Performancec 2.74*** (0.61) -0.05 (0.04) 

Board Size 0.03 (0.17) 0.01 (0.02) 

CEO Duality -1.02 (1.06) 0.05 (0.07) 

CEO Genderd 3.69*** (1.07) -0.11 (0.10) 

CEO Political Engagemente 0.69** (0.30) 0.04 (0.03) 

Frequency of Conservative Leaning CEO Activism f -1.15*** (0.37) 0.03 (0.02) 

Industry Fixed Effect Included Included 

Year Fixed Effect Included Included 

Wald Chi-Square 168.85*** 105.64*** 

N 57 266 

1Robust standard errors in parenthesis; a(Log-transformed total assets); b(Log-transformed firm age); c(Log-

transformed value of ROA); d(Coded 1 for Female CEOs and 0 for Male CEOs); e(Log-transformed total CEO 

donation during every presidential election); f(-1= frequency of liberal leaning CEO activism, 0=Neutral, 

1=frequency of conservative CEO activism; This variable is measured as an interaction between frequency of CEO 

activism and their political leaning); All independent and control variables are lagged by 1 year; * p < 0.10 **p < 

0.05 ***p < 0.01    
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4.5.3 Supplementary Analyses 

 

In addition to the main analyses in which I have used frequency of CEO activism as my 

independent variable, I conducted supplementary analyses using the likelihood of CEO activism 

as a predictor of CSR and CPA.  

The results of the Generalized Estimating Equation (GEE) analysis are presented in Table 

4.7 below. As reported in Model 1, the coefficient for the likelihood of conservative leaning 

CEO activism predicting CSR was not statistically significant (β = -1.12, n.s.). Hence, hypothesis 

1 did not receive empirical support. Similarly, Model 2 shows that the coefficient for the 

likelihood of conservative leaning CEO activism predicting CPA was not statistically significant 

(β = 0.05, n.s.). Hence, contrary to my predictions, hypothesis 2 and hypothesis 3 did not receive 

empirical support. 
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Table 4.7: GEE Estimation- Likelihood of CEO Activism and Non-Market Strategies1 

Variables Model 1 

DV=CSR 

Model 2 

DV=CPA 
 

Constant -11.80*** (3.78) -0.32 (0.42) 

Firm Sizea 1.41*** (0.40) -0.05 (0.03) 

Firm Ageb 0.28 (0.74) 0.10** (0.05) 

Organizational Slack 0.68** (0.28) 0.00*** (0.00) 

Past Performancec 2.73*** (0.70) -0.05 (0.04) 

Board Size 0.08 (0.17) 0.01 (0.02) 

CEO Duality -0.63 (1.03) 0.04 (0.07) 

CEO Genderd 3.72*** (1.16) -0.11 (0.09) 

CEO Political Engagemente 0.73** (0.32) 0.04 (0.03) 

Conservative Leaning CEO Activismf -1.12 (0.86) 0.05 (0.04) 

Industry Fixed Effect Included Included 

Year Fixed Effect Included Included 

Wald Chi-Square 131.65*** 106.01*** 

N 57 266 

1Robust standard errors in parenthesis; a(Log-transformed total assets); b(Log-transformed firm age); c(Log-

transformed value of ROA); d(Coded 1 for Female CEOs and 0 for Male CEOs); e(Log-transformed total CEO 

donation during every presidential election); f(-1=liberal leaning CEO activism, 0=Neutral, 1=Conservative CEO 

activism); All independent and control variables are lagged by 1 year; * p < 0.10 **p < 0.05 ***p < 0.01    
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4.8: Summary of Hypotheses Tests 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Hypothesis Prediction Supported? 

H1 There is a positive (negative) relationship between liberal 

(conservative) leaning CEO activism and CSR. 

Yes 

H2 There is a positive (negative) relationship between liberal 

(conservative) leaning CEO activism and liberal leaning CPA. 

No 

H3 There is a positive (negative) relationship between conservative 

(liberal) leaning CEO activism and conservative leaning CPA. 

No 
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4.6 Discussion and Conclusion 

The current study sought to explore the impact of CEO activism on two major types of 

non-market strategies: corporate social responsibility (CSR) and corporate political activity 

(CPA). While CSR scholars have demonstrated that CEO characteristics influence firms’ CSR 

(Wong et al., 2011; Tang et al., 2015) as well as CPA practices (Rudy & Johnson, 2019; 

Aggarwal, Meschke, & Wang, 2012), the impact of CEO activism on these practices is yet to be 

explored. Given the paucity of empirical work in this area, I examined the argument that activist 

-CEOs are more likely to steer firm resources to non-market strategies that align with their 

ideological orientation. Specifically, I sought to explore whether and to what extent activist-

CEOs and their non-activist counterparts differ in their engagement in CSR and CPA. 

The finding that liberal leaning CEO activism is positively related to CSR suggests that 

liberal leaning CEOs will “walk their talk” by steering firm resource towards the achievement of 

broader social objectives. This finding is consistent with the previous studies that liberal leaning 

CEOs exhibit greater advances in CSR. For instance, Chin, Hambrick, and Trevino (2013) found 

that firms led by politically liberal CEOs will show a stronger engagement in CSR- adding to 

their firms’ CSR strengths and eliminating concerns about CSR - than will the firms led by 

politically conservative CEOs. In contrast, conservative CEOs are mostly driven by their 

psychological needs to reduce uncertainty and threats (Christensen, Dhaliwal, Boivie, & Graffin, 

2015). This body of literature also shows that conservative leaning CEOs prefer more 

conservative corporate policies such as lower capital and R&D expenditures and less risky 

investments (Hutton, Jiang, & Kumar, 2014).  

Contrary to my theoretical arguments, both liberal leaning and conservative leaning CEO 

activisms were not found to be significant predictors of CPA. This finding does not support the 
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idea that the ideological orientation of activist-CEOs influence firm engagement in CPA. 

Contrary to earlier studies that found that executives’ ideological orientation is reflected in 

strategic CPA objectives of their firms (Fremeth, Richter, & Schaufele, 2016), the current 

finding suggests that the ideological orientation of activist-CEOs may not necessarily predict 

CPA. For instance, Fremeth, Richter, and Schaufele (2016) found that corporate-linked PACs 

make campaign contribution to the same politicians to whom corporate executives contribute 

(Fremeth, Richter, & Schaufele, 2016). Similarly, Unsal, Hassan, and Zirek (2016) found that 

conservative CEOs tend to spend larger amounts on lobbying and make larger corporate political 

donations. One of the plausible explanations for the lack of empirical evidence in my study for 

the relationship between political leaning of activist-CEOs and CPA could be that both 

conservative leaning activist-CEOs and liberal leaning activist-CEOs are more concerned with 

reducing uncertainty and threats to their firms (Hutton, Jiang, & Kumar, 2014; Christensen et al., 

2015). In other words, these CEOs may not engage in CPA activities to the extent that such 

activities negatively impact their firms’ performance.  

4.6.1 Scholarly implications 

By proposing and empirically demonstrating the link between CEO activism and non-

market strategies, I show that CEO activism is indeed conceptually distinct from other non-

market strategies commonly studied in the literature. Research has shown that corporate social 

responsibility and corporate political activity receive support from wide range of stakeholders 

and are closely related to the firm’s operational activities (Reinecke & Ansari, 2016; Scherer, 

Rasche, Palazzo, & Spicer, 2016; Nalick, Josefy, Zardkoohi, & Bierman, 2016). In contrast, 

CEO activism seems to generate at least some negative reactions from the firm’s stakeholders. 

Accordingly, although CEO activism might contain some elements of non-market strategy, 
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theories developed and used to explain either CSR or CPA appear to be insufficient to fully 

explain CEO activism (Nalick, Josefy, Zardkoohi, & Bierman, 2016). Exploring the internal 

drivers of CSR, prior studies have largely argued that CEOs make choices in accordance with 

their cognitive orientation and background characteristics that in turn significantly affect their 

decision concerning CSR initiatives (Tang et al., 2015; Petrenko et al., 2016). However, scholars 

generally overlooked how CEOs’ psychological motivation affects CSR outcomes. In the 

meantime, although there is a plethora of empirical evidence on the relationship between CEO 

background characteristics and firm performance, no empirical research, to the best of my 

knowledge, has addressed the relationship between activist-CEOs and CSR.  In this study, I 

discussed the ideological orientation of activist-CEOs as a key internal driver of CSR.  

I extended prior CSR research by empirically demonstrating that firms led by liberal 

leaning activist-CEOs are more likely to engage in CSR activities as compared to the firms led 

by conservative leaning activist-CEOs. This finding suggests that conservative leaning activist-

CEOs may view CSR initiatives as costly endeavors that do not help enhance firm financial 

performance. The core argument of this study aligns well with the prescriptions of the upper 

echelons theory, which stresses that CEOs make choices in accordance with their personalized 

interpretations of the situations and that in turn affect the strategic choices and performance level 

of organization (Chin, Hambrick, & Trevino, 2013; Hambrick & Mason, 1984; Maak et al., 

2016). 

4.6.2 Managerial implications 

In addition to theoretical implications, this study has some practical implications 

pertaining mostly to board of directors and shareholders. First, conservative leaning activist-

CEOs do not appear to be beneficial for firms that need to address CSR demands from wide 
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range of stakeholders, as I found that conservative leaning activist-CEOs are less likely to 

engage in CSR. Board members may find themselves faced with an activist-CEO who engages in 

more CSIR activities than CSR activities. They may want to be aware of the possibility that 

ideologically conservative CEOs are less inclined to pursue CSR activities that are critical to 

firm reputation and long-term growth. Liberal leaning activist-CEOs, however, are more likely to 

advocate for the long-term sustainability oriented corporate policies. Thus, this finding suggests 

that firms appoint liberal leaning activist-CEOs following some corporate misconduct incidents. 

This study also suggests that directors should consider whether the firm needs to engage in 

extensive CSR initiatives before deciding whether to replace an activist-CEO with a non-activist-

CEO and vice-versa. 

Second, by clarifying the relationships between the perceptions surrounding CEO 

activism and its consequences, shareholders may be able to manage their investment with much 

more precision, and in ways that maximize the value of their investment. Finally, by exploring 

the empirical link between CEO activism and firm strategic choices (CSR and CPA), this study 

sheds some light on whether executive level activism translates into specific firm level actions. It 

is thus important- for corporate boards and shareholders to better understand what potential 

strategic consequences activist-CEOs’ sociopolitical engagement may have for their firms, and 

firms’ stakeholders. 

4.6.3 Limitations and Future Research Directions 

Despite its strengths, this study has a number of limitations, which might create 

opportunities for future research. First, although KLD ratings are used widely in the literature to 

measure CSR, these measures are based on somewhat subjective rather than objective 

evaluations (Kang, Germann, & Grewal, 2016). Thus, KLD ratings may not always reflect the 
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degree of firms’ commitment towards socially responsible activities (Lee et al., 2013). Future 

research could use mixed method approach by combing survey data and archival data that could 

provide a more fine-grained insights into CSR commitment of a firm. Second, since my data 

were drawn from U.S. based publicly traded S&P 500 firms, my findings might not hold true in 

other countries. For instance, the regulatory system of a country can have direct impact on firm 

CSR/CPA engagement. Future researchers should examine these relationships in other national 

contexts to ensure generalizability of my findings. Third, in this study, I exclusively focused on 

liberal leaning versus conservative leaning CEO activism. Future researchers could explore how 

investors as well as consumers react to specific motives (i.e. intrinsic, instrumental, and 

stakeholder-focused) of activist-CEOs. Finally, while I examined the direct link between CEO 

activism on non-market strategies- future research could consider how various organizational, 

managerial, and industry level variables interplay in the relationship between CEO activism and 

non-market strategies.  

4.7 Conclusion & Chapter Summary  

In this chapter, I explored the impact of CEO activism on non-market strategies. Given 

the lack of established theoretical and empirical explanation on this relationship, I examined the 

argument that ideological orientation of activist-CEOs is manifested in their firms’ non-market 

strategies.  I first provided the comprehensive overview of non-market strategies, namely CSR 

and CPA. Second, I discussed the impact of CEO activism on each specific non-market 

strategies. In doing so, I categorized, CEO activism into liberal leaning and conservative leaning 

activism. I explored how liberal leaning CEOs differ from their conservative leaning 

counterparts in their CSR preferences. Further, I proposed a relationship between these two types 

of CEO activism and CPA. I then discussed the overall research design that I have used test my 



247 

 

hypotheses. I discussed my target sample and data sources, measures of explanatory, dependent 

and control variables, and analytical approach. Next, I presented the results of my data analyses 

examining proposed hypotheses. Additionally, I presented supplementary analysis on my dataset 

using the alternative operationalization of CEO activism. The findings from my empirical test 

showed that while liberal leaning CEO activism is positively related to CSR, conservative 

leaning CEO activism is negatively related to CSR. Finally, I concluded this chapter with a 

discussion of the scholarly and practical implications of the study. Overall, this study contributes 

to on-going research on executive determinants of non-market strategies by emphasizing the 

importance of understanding executives’ cognitive orientation in addition to their observable 

background characteristics.   
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