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Abstract

The debate on the purpose of corporations has intensified over the past decade,
compelling businesses to reassess their societal roles. To effectively integrate sus-
tainability into corporate strategies, for-profit firms are increasingly encouraged to
adopt a pro-social purpose (SP).

However, adopting and integrating an SP is a substantial shift that necessitates
an internal push from corporate actors. In particular, due to its function of strategic
decision-making, the board of directors represents a pivotal player in promoting the
adoption of an SP.

This research delves into the impact of board characteristics on the likelihood
of adopting an SP in for-profit firms. We examined 580 European firms employ-
ing propensity score matching and logistic regression methodologies. Our findings
offer initial insights on the effect of the board composition on adopting an SP. In
particular, we found that cultivating the directors’ network with employees, foster-
ing gender and age diversity, and welcoming highly qualified directors on board
are key factors in facilitating the adoption and implementation of an SP in EU
for-profit firms.

Our study represents the first attempt to quantitatively examine the relationship
between the board and SP. By doing so, we contribute to the theoretical advance-
ment of the complementarity of corporate governance and corporate purpose. More-
over, we encourage practitioners to accrue awareness of the board characteristics
that facilitate the adoption of an SP within their firms.
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Introduction

The debate around corporate purpose in the modern economic system has gained
considerable momentum over the last decade (Battilana et al., 2022; Birkinshaw et
al., 2014; George et al., 2021; Henderson, 202 1b; Henderson & Van Den Steen, 2015;
Hollensbe et al., 2014; Mayer, 2021; Morrison & Mota, 2023; Rey et al., 2019).
Increasingly, for-profit firms are called to revise their traditional profit-maximization
objective and adopt a social purpose (SP), i.e., goals aimed at creating value by con-
tributing to the welfare of society and the planet (Brosch, 2023). According to prior
literature, despite the financial/social trade-offs that can arise in dual-purpose firms
(Battilana et al., 2022; de Mon et al., 2022), adopting an SP is not conflictual with
generating profits (Brosch, 2023). It provides several benefits to firms that can trans-
late to good financial and sustainability outcomes. More specifically, the adoption of
an SP may lead to more outstanding corporate stewardship towards people, values,
and natural resources (Hollensbe et al., 2014), to greater creation of societal value
thanks to a multiple stakeholders orientation (Harrison et al., 2020), or to more effec-
tive implementation of systemic innovations aimed at tackling sustainability chal-
lenges, such as climate change or social inequalities (Henderson, 2021b).

However, adopting an SP is not a straightforward process (Quinn & Thakor, 2018;
Rey et al., 2019). It requires individual efforts to embed an SP in firms’ decision-
making processes (Morrison & Mota, 2023) and business models (Parida & Wincent,
2019; Schaltegger et al., 2016). Thus, the people who make key decisions in the firm
play a critical role (Battilana et al., 2019, 2022).

In for-profit firms, members of the board of directors (hereafter board) are one of
the most critical agents for the adoption of an SP, given their “generative role that
involves interpreting and reinterpreting the mission in light of current trends and
changing circumstances” (Ebrahim et al., 2014, p. 85). While there has been sub-
stantial debate over the active vs. passive role of the board in influencing strategic
choices, academic literature has widely recognized a key strategic role of the board
(Castellanos & George, 2020; Forbes & Milliken, 1999; Golden & Zajac, 2001; Kim
et al., 2009; Ruigrok et al., 2006). The board provides and allocates resources to
achieve firm objectives (Hillman & Dalziel, 2003), establishes crucial value commit-
ments (Forbes & Milliken, 1999), and mitigates trade-offs between divergent institu-
tional logics, such as social and financial ones, that may occur from the adoption of
an SP (Battilana et al., 2022). Thus, investigating the role of the board in adopting a
corporate SP is fundamental to better understanding how for-profit firms may drive
the change to respond to the call of paying closer attention to their impact on com-
munities and the environment (Battilana et al., 2019).

Each board differs in terms of the composition and characteristics of directors,
which impact board dynamics and effectiveness, thereby influencing firm decision-
making, strategies, and outcomes. For this reason, the study of board characteris-
tics has become a topic of extreme interest in the management literature (Chams &
Garcia-Blandon, 2019; Chang et al., 2017; Garcia Martin & Herrero, 2020; Kagzi &
Guha, 2018; Kang et al., 2007; Naciti et al., 2022; Roffia et al., 2022; Zattoni et al.,
2022).
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Given the growing pressure on sustainability issues, many scholars have analyzed
the impact of board characteristics on corporate social responsibility (CSR) perfor-
mance in recent years, highlighting mixed results (Endrikat et al., 2021). However,
despite the strict relatedness between corporate purpose and CSR (Brosch, 2023),
CSR performance is not always indicative of a real commitment to pursuing an SP but
could result from greenwashing strategies. Therefore, specific analyses are needed to
understand the association between board characteristics and the adoption of an SP.

However, to the best of our knowledge, no study has yet attempted to empirically
examine the relationship between the board of directors and corporate social purpose.
In our study, we attempt to fill this gap by addressing the following research question:
How do board characteristics affect the probability of adopting a social purpose in
for-profit firms?

Building on the mainstream board and corporate purpose theories, we evaluate
whether the strategic adoption of an SP in the setting of for-profit firms is positively
associated with specific board characteristics.

We conducted a quantitative cross-sectional empirical study on a sample of 580
European for-profit firms. We collected data from the Refinitiv Eikon and BoardEx
databases as of December 2020 and triangulated information from firms’ reports
and websites. The analysis consists of two phases. First, we used a propensity score
matching (PSM) approach to determine which board characteristics are important in
influencing the adoption of an SP while controlling for self-selection biases. Second,
we perform a logistic regression analysis to estimate the impact of board characteris-
tics on the probability of adopting an SP.

Overall, our results provide preliminary evidence about the impact of board com-
position on adopting a social purpose in for-profit firms. More specifically, we found
significant differences between the board of firms with an SP and those without an
SP, and, as showed by the logistic regression analysis, specific board characteristics
affect the probability of adopting an SP. More in detail, we found a positive and sig-
nificant impact of gender diversity, internal network size, and directors’ educational
background on the adoption of SP. In contrast, we found that the age and tenure of the
board negatively impact the adoption of SP.

Our study makes several theoretical contributions. First, we contribute to the inter-
section of corporate governance and corporate purpose theories by highlighting that
the board is a key agent for moving toward an SP. Second, by doing so, we provide
evidence supporting the board strategic role that goes beyond the mere approval of
strategic management decisions. Third, according to the upper-echelons theory, we
pointed out that not only structural and demographic characteristics of the board are
important, but directors’ personal qualities are especially relevant for adopting an
SP. Finally, we encourage corporate practice to acknowledge corporate governance
and social purpose as intertwined issues and to become aware of the board’s per-
sonal and structural features that promote the integration of a social purpose into the
organization.

The remainder of the paper is organized as follows. The following paragraph
briefly reviews the existing literature on social purpose in for-profit firms, boards
of directors, and the intersection between the two streams of literature. Then, we
present methods and data for quantitative analysis. Next, we illustrate and comment
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our results, which are discussed in the subsequent paragraph, where we highlight
theoretical contributions and practical implications. Finally, we conclude by detailing
limitations and avenues for future research.

Theoretical background

Today, business ethics play a central role in our globalized and interconnected world,
increasingly assuming a political dimension (Lynn, 2021). Firms are increasingly
pressured to pay more attention to their impact on the society in which they operate,
moving beyond their single-minded pursuit of financial gains (Battilana et al., 2019).
Firms strive to proactively contribute to sustainable development by undertaking
transformative processes (M. P. Johnson & Schaltegger, 2020) that go beyond mere
legal compliance (Harjoto & Jo, 2015), symbolic adoption of CSR practices (Graaf-
land & Smid, 2019) or corporate greenwashing (Laufer, 2003). By engaging in public
discourses with nonmarket actors, they try to manage and gain legitimacy regarding
the fairness of their actions that bring environmental (Battilana & Casciaro, 2012) or
social change (Girschik, 2020).

CSR disclosure is one of the most institutionalized corporate approaches to seek-
ing legitimacy (Archel et al., 2009). Social and sustainability reports have become
mainstream documents, and, looking at firms’ websites, several firms declare to
be concerned about the environment, employees and critical social issues (Jose &
Lee, 2007). However, this approach can be merely symbolic (Nadeem, 2021) and
not reflective of a genuine desire to positively impact society. Many firms engage
in greenwashing strategies, disclosing just salient and immediately observable CSR
initiatives or engaging in symbolic communication that ignores substantial but unob-
servable sustainable actions (Walker & Wan, 2012; Wu et al., 2020).

Such decoupling behaviors of firms are related to the conception of a business’s
role and purpose in society. For about half a century, maximizing shareholder value
has been the dominant corporate purpose for firms (Friedman, 1970). Consequently,
any alternative objective was regarded as a planet orbiting the sun of profit maximi-
zation. As a result, CSR approaches have been generally considered a corollary to
pursuing the firm’s competitiveness (Porter & Kramer, 2006, 2011). However, with
the worsening of environmental crisis and social inequalities, Friedman’s dictate has
been strongly contested. Various scholars claim that shareholder primacy is an onto-
logical impediment to the pursuit of effective CSR (Campbell, 2007; Phillips et al.,
2003; Smith & Ronnegard, 2016).

The adoption of an SP — referred to as “the concrete goal or objective for the firm
that reaches beyond profit maximization” (Henderson & Van Den Steen, 2015, p.
105) — is increasingly understood as the essential condition for firms to implement
substantial CSR programs that contribute to a better society (Henderson, 2021b; Hol-
lensbe et al., 2014). This is because for-profit firms with an SP aim to solve societal
needs that deliver value for people and the planet (Mayer, 2021) without renouncing
to generate profits (Birkinshaw et al., 2014; Brosch, 2023; Mazzucato, 2018).

The call to adopt an SP in the context of for-profit firms no longer comes exclu-
sively from nonmarket actors but also from the major financial institutions. For
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instance, in his 2018 letter to CEOs, Larry Fink wrote that “purpose is not a mere tag-
line or marketing campaign; it is a firm’s fundamental reason for being — what it does
every day to create value for its stakeholders. Purpose is not the sole pursuit of profits
but the animating force for achieving them” (Fink, 2018). Soon after, in August 2019,
181 for-profit firms belonging to the American Business Roundtable signed the new
statement on the purpose of a corporation, which caused clamor for the declared com-
mitment towards all the corporate stakeholders, including community, environment
and employees (Harrison et al., 2020).

Social purpose and corporate social responsibility

For purpose-driven firms, a public declaration about their pro-social intentions is
vital. Indeed, declaring to adopt an SP represents an official commitment to society
and acts as a driving force for the firms to materialize these intentions (Battilana et
al., 2022; George et al., 2021; Rey et al., 2019).

However, while necessary, simply declaring to pursue an SP is not sufficient.
Firms may declare to adopt a specific pro-social purpose to gain legitimacy among
stakeholders (Scherer & Palazzo, 2007) or satisfy their pressures concerning CSR
(Diouf & Boiral, 2017). Nevertheless, firms that publicly commit to an SP with-
out following through with corresponding actions risk damaging their reputations. If
these declarations are not supported by genuine dedication and tangible actions, the
symbolic adoption of an SP can lead to a significant loss of trust among stakeholders.

For instance, one case that invites critical analysis is signing the new Statement
on the Purpose of a Corporation by 120 CEOs of the American Business Roundtable
in August 2019. These signatories publicly declared an intent to shift from a share-
holder-centric approach to a multi-stakeholder strategy (Harrison et al., 2020). The
declaration claimed a commitment to equally deliver value to customers, employees,
suppliers, communities, and shareholders. However, observing real and substantial
corporate commitment to these declarations is crucial to avoid empty promises and
superficial gestures (Aguilera, 2023).

In conclusion, while the public declaration of adopting an SP is the first essential
step, SP firms need to do more in order to integrate their pro-social purpose into their
strategies and activities through substantive CSR practices. Indeed, as pointed out by
Brosch (2023), “CSR can be regarded as one vehicle for an organization to live its
purpose and to endow it with authenticity”.

Extant literature has explored the relationship between adopting an SP and CSR
using different investigation lenses. A first research avenue focuses on the impact of
SP on CSR performance. Hollensbe et al. (2014) suggest that stewardship in service
to SP can drive firms’ commitment towards CSR issues, thanks to a greater accep-
tance of corporate responsibilities towards future generations and natural resources.
Henderson and Serafeim (2020, p. 178) claim that “actively encouraging firms to
embrace an authentic social purpose might significantly accelerate the process of
decarbonization and have a very significant effect on the problem of climate change.”
More specifically, the authors believe that purpose-driven firms are more likely to
embrace innovation and take the necessary risks to invest in a carbon-neutral econ-
omy, thus outperforming their counterparts in sustainability outcomes. Along the
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same line, Schaltegger et al. (2019) discussed the potential business case for sustain-
ability from a stakeholder theory perspective. Firms can effectively achieve higher
CSR performance by going beyond profit maximization and embracing an SP that
benefits multiple stakeholders.

The second perspective of investigation concerns the dynamics through which
purpose facilitates CSR actions and practices. Firms may leverage SP to intervene
with CSR actions in extreme events, such as natural disasters or global pandemics. In
particular, Forcadell and Aracil (2021) empirically found that SP facilitates effective
and efficient post-shock CSR responses — and also time response — through specific
sustainable dynamics capabilities. To rapidly fight against the Covid-19 pandemic
and support the sustainability of local communities, firms may also combine R&D
management strategies with the implementation of SP actions (Ferrigno & Cucino,
2021), thus exploiting purpose-driven innovation to deliver social benefits.

Henderson (2021b) pointed out how purpose-driven firms can actually reshape
our capitalistic system thanks to their ability to catalyze systemic change and seize
opportunities for sustainable growth. More specifically, she believes that SP may
drive (1) higher vision and strategic alignment, (2) higher employee engagement,
effort and creativity, (3) and a higher level of trust across the firm. These dynamics, in
turn, make it easier to implement architectural innovation, which “will undoubtedly
be important in solving many of the social and environmental challenges we now
face” (Henderson, 2021a, p. 5479).

Board of directors as a key agent for SP adoption

A meaningful sustainable transition requires for-profit firms to integrate an SP into
business models and corporate strategies (Morrison & Mota, 2023). By doing so,
firms can ensure that a pro-social commitment becomes more than a marketing strat-
egy but rather a behavioral model. However, adopting an SP requires a significant
shift in the firm’s values, beliefs, and behaviors (Quinn & Thakor, 2018; Rey et al.,
2019). Such a revolution is challenging due to the difficulty of taken-for-granted
norms (Greenwood & Hinings, 1996), and it does not occur by itself (Schaltegger et
al., 2016). It necessitates the internal push of individuals belonging to the firm.

Among these, the board plays a vital role in leading strategic change (Golden &
Zajac, 2001) as it contributes to strategic decision-making by both monitoring and
advising management (Hillman & Dalziel, 2003). In particular, as the firm’s gov-
erning body, the board is responsible for defining corporate purpose (Mayer, 2021;
Tuggle et al., 2010) and ensuring that it is effectively integrated into business plans
and corporate strategies (Battilana et al., 2022; Ebrahim et al., 2014). Therefore, the
board can play a transformative role in the strategic adoption of an SP that directly
affects the sustainable transition of firms.

For instance, empirical evidence from a sample of 180 firms shows that highly
sustainable firms have boards that are more accountable towards CSR issues than less
sustainable firms, thanks to their ability to direct governance mechanisms towards
the fulfilment of an SP (Eccles et al., 2014). Battilana et al. (2022) theorized that the
board could lower the intensity of trade-offs between financial and social objectives
in firms adopting an SP since they focus corporate attention on selected dimensions
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of organizational performance, such as CSR performance. They also claim that “as
the guardians of organizational purpose, board members help the firm maintain these
[value] commitments through their role in the allocation of the requisite attention to
a limited number of critical organizational issues” (Battilana et al., 2022, p. 247).

Yet, different managerial theories give alternative, but not mutually exclusive,
interpretations of the board’s role in corporate governance, specifically in governing
CSR.

For decades, the primary reference theory to study the governance role of the
board has been the agency theory, which argues that it had the main function of moni-
toring managers to avoid opportunistic behaviors eroding shareholder values (Fama
& Jensen, 1983). With the burgeoning of the stakeholder theory, agency theory has
been broadened to encompass the larger perspective of stakeholders as agents (Hill
& Jones, 1992). In this scenario, the agency problem concerns the misalignment of
management’s interests with the interests of all firm stakeholders. Drawing on this
theory, several scholars contended that managers might be reluctant to pursue CSR
actions since they entail significant investment that may only materialize in the long
term, undermining the short-term wealth of managers (Aguilera et al., 2021; de Vil-
liers et al., 2011). Therefore, the monitoring role of the board is critical to reaching
CSR outcomes (de Villiers et al., 2011; Naciti, 2019; Post et al., 2011). From the
agency theory perspective, the board has minimal power in influencing strategy and
acts as the guarantor of shareholders’ long-term interests; thus, CSR actions are no
more than instrumental to achieving financial goals.

In line with the agency theory, for many decades, strategic leadership roles were
thought to belong exclusively to the CEO or, more broadly, to the top management
team. If, on the one hand, directors who were appointed from the CEO’s or the Chair-
person’s circle could not be truly independent, on the other hand, those appointed
externally often lacked the motivation to play an active role. Thus, the notion of
the board being actively involved in strategy was largely seen as a myth (Mace,
1971; Zahra, 1990). However, over the past few decades, the importance of directors’
active contribution to corporate strategy has increasingly been recognized, especially
in response to scandals revealing unethical corporate governance practices, with the
Lehman Brothers case being a prominent example (Zattoni, 2020). As such, aca-
demia and practice have increasingly acknowledged and pointed to the strategic role
of the board, which is deemed critical in reviewing and guiding corporate strategy, as
highlighted by the corporate governance codes (OECD, 2015).

Several scholars analyzed the relationship between the board and CSR using
the resource dependence theory (Mallin et al., 2013; Mallin & Michelon, 2011).
According to it, the board plays the crucial role of acquiring and allocating strategic
resources. Indeed, the board represents a good source of knowledge, skills, experi-
ence, and network (Hillman et al., 2000; Hillman & Dalziel, 2003). With proper skills
and competences, the board can foster CSR implementation within the firm, helping
managers to adopt pro-social behaviors and boosting the sustainable value created by
the firm (Berrone & Gomez-Mejia, 2009; Chams & Garcia-Blandén, 2019). Under
this theoretical perspective, characteristics such as experience and internal network
size of the board are crucial for a conscious and effective allocation of resources.
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A third theoretical perspective on the governance role of the board builds on the
upper-echelons theory (Hambrick, 2007; Hambrick & Mason, 1984), which argues
that strategic decisions and outcomes reflect the leadership’s values, personality, and
background. Therefore, individual characteristics of the board may directly influence
the adoption and implementation of CSR strategies. Accordingly, several scholars
analyzed the impact of personal characteristics of board members on CSR outcomes,
focusing mainly on gender, education, and professional experience (Cosma et al.,
2021; De Masi et al., 2021; Glass et al., 2016; Naciti et al., 2022).

Impact of board characteristics on the adoption of SP

Although the relationship between board characteristics and CSR has been widely
explored (Aguilera et al., 2021; Chams & Garcia-Blandén, 2019), management lit-
erature has overlooked the potential relationship between the board and the adoption
of'an SP. As was previously noted, it necessitates special attention since, despite their
close connection, CSR and SP are distinct concepts. While an organization’s corpo-
rate purpose establishes the fundamental rationale for its existence, CSR has a more
functional focus and can be considered as one vehicle for implementing corporate
purpose (Brosch, 2023).

As argued above, board engagement is key for real enforcement of SP that is far
from simple compliance, advertising, or a merely symbolic approach. Indeed, “by
articulating for what a company is accountable as well as fo whom it is primarily
accountable, the board helps the company set some of its fundamental value commit-
ments” (Battilana et al., 2022, p. 247).

As the board of directors is a team of people with different demographic and cog-
nitive characteristics that define together the goals of the firm, its composition is criti-
cal in driving decision-making. Thus, analyzing the effect of board characteristics on
sustainability-related strategies has become a topic of increasing interest (Disli et al.,
2022; Endrikat et al., 2021; Ludwig & Sassen, 2022).

Accordingly, we contend that board characteristics may affect the adoption of an
SP. To explore such a relationship that has not yet been investigated by prior research
but requires specific attention, we focused on the most used board characteristics
according to the mainstream theories of the board of directors.

Board size

Previous research has shown that board size is closely related to board effectiveness
and its involvement in strategic decision-making (Cornforth, 2001; Eisenberg et al.,
1998; Golden & Zajac, 2001; Jensen, 1993). Moreover, several studies highlighted
that board size influences sustainability strategies (Aguilera et al., 2021; Chams
& Garcia-Blandon, 2019), and such a relationship might result from SP adoption.
Therefore, we speculate that board size may affect the adoption of an SP.
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Independence

Previous literature examined the impact of board independence on firm outcomes,
revealing that it is crucial for conducting an effective monitoring and accountabil-
ity mechanism (Hillman & Dalziel, 2003) as the duty of independent directors is
to ensure that firms are long-term sustainable. Although independent directors, as
outsiders, are less involved in strategic decision-making (Ruigrok et al., 2006), their
presence affects the quality of non-financial disclosure and CSR performance (Agu-
ilera et al., 2021). Prior research suggests that having a higher percentage of indepen-
dent directors increases the attention on social and environmental issues, following
the interests of both shareholders and other stakeholders (Garcia-Sanchez & Mar-
tinez-Ferrero, 2018; Walls et al., 2012). Thus, we accounted for board independence
in our study.

Age

According to Kang, Cheng, and Gray (Kang et al., 2007), “age remains one of the
most important observable background diversity issues for the board of directors.”
As directors’ age influences their experience and social background, age diversity
ensures a greater heterogeneity in visions and perspectives within the board, fos-
tering constructive debate and, eventually, strategic change. Indeed, several studies
show that directors’ age is positively related to strategic change, arguing that young
directors are more likely to initiate changes than older directors (S. G. Johnson et al.,
2013). Prior research showed that directors’ age positively affects social performance
(Hafsi & Turgut, 2013). Indeed, age is closely related to personal moral judgment
(Post et al., 2011), which may reflect in personal sensitivity to the social impact of
firms and, therefore, to the adoption of SPs.

Gender diversity

Gender diversity is another critical variable for board diversity, which scholars have
increasingly analyzed (Cabrera-Fernandez et al., 2016; De Masi et al., 2021; Khatib
et al., 2020). According to recent research, gender diversity impacts beyond readily
observable data, providing valuable information that is unobservable, such as knowl-
edge, skills, values, attitudes, and behavioral styles that may differ between men and
women (Kirsch, 2018). Such personal characteristics are reflected in social sensitiv-
ity (Amorelli & Garcia-Sanchez, 2020; Boulouta, 2013). Indeed, while women are
historically underrepresented on corporate boards, they are often notably inclined
towards implementing sustainable and socially responsible strategies (Glass et al.,
2016; Seto-Pamies, 2015; Yang et al., 2019). Prior research has shown that women
tend to possess unique perspectives, values, and leadership styles that may influence
the broader impact of business decisions on various stakeholders (Galbreath, 2018).
Accordingly, we contend that this inclination towards a more holistic and inclusive
approach to decision-making can foster a greater emphasis on SP strategies that pri-
oritize ethical considerations, sustainability, diversity and inclusion, and community
engagement (Boulouta, 2013; Byron & Post, 2016).
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Nationality diversity

Directors’ nationality is another dimension of diversity becoming increasingly ana-
lyzed in the board diversity literature (Adams et al., 2015; Jo et al., 2016; Kagzi &
Guha, 2018; Kent Baker et al., 2020; Naciti et al., 2022). In particular, it appears to be
relevant in the European context (Ruigrok et al., 2007). Different nationalities bring
cultural diversity within the board, which also concerns the perspective on the role
of firms in society. Thus, board nationality diversity may impact the adoption of SPs.

Tenure

The longer directors have been operating in a firm, the more thoroughly they will
know and identify themselves with it. Indeed, previous literature has shown that ten-
ure is closely linked to directors’ identification with the firm, which in turn influences
board cooperation, behavior and motivation in carrying out its functions (Hillman
et al., 2008). We argue that identifying with the firm is crucial to defining corpo-
rate purpose and pursuing SP. Indeed, identification leads individuals to mirror their
own achievements, values and goals with those of the firm (Ashforth et al., 2008).
Organizational studies underlined the deep connection between personal purpose and
corporate purpose (Quinn & Thakor, 2018), highlighting how the internalization of
corporate values can facilitate the commitment towards a shared strategy (Hillman
et al., 2008). Therefore, the greater the identification, the greater the leadership com-
mitment to SP is expected to be (Rey et al., 2019). However, on the other hand, as the
time spent within the firm increases, directors would adapt to existing routines and
organizational culture, thus being reluctant to introduce radical change.

Internal network size

According to Gartenberg et al. (2019, p. 4), corporate purpose is “enacted via the
set of beliefs held by employees.” Therefore, the relationship between the board and
employees is relevant to fully integrating of corporate purpose into the firm’s busi-
ness model, which can lead to the adoption of SP. We accounted for the possibility
of sharing and connecting between the board and employees by measuring the size
of the board network within the firm, i.e., the average number of individuals with
whom administrators overlap while employed in other activities or education roles
in the same firm.

Education
Previous studies argued that directors with advanced educational backgrounds tend
to have broader societal concerns, resulting in more accountability to CSR (Chams &

Garcia-Blandon, 2019; Post et al., 2011). Therefore, the educational background of
board members may also influence SP adoption.
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Methods and data
Research design

Our analysis aims to explore whether and which board characteristics may influence
the adoption of SP. Because the adoption is non-random but self-selected, we need
to account for self-selection bias using non-experimental methods. Therefore, we
carried out a propensity score matching (PSM) analysis to understand the relevant
variables that impact the adoption of SP, controlling for self-selection biases. After
the PSM analysis, we conducted a logistic regression analysis to empirically evaluate
how each board characteristic impacts the adoption of SP, both in extent and statisti-
cal significance.

Sample selection

Our starting sample originated from the 5357 European firms included in the Boar-
dEx database, for which we have information on board composition and directors’
characteristics as of December 31, 2020. We used cross-sectional data because it
was not possible to retrieve longitudinal data on a firm’s adoption of SP. However,
as previous research on board has shown (e.g. Ben-Amar and Zeghal, 2011; Hu and
Loh, 2018), while not capturing temporal effects, cross-sectional analyses can pro-
vide important insights, especially in exploratory research settings.

We then gathered the CSR data provided by Refinitiv Eikon, available for 1799
firms. Because the amount of data collected did not allow us to singularly investigate
firm’s website and documents, the analysis is based on a smaller final sample. More
specifically, to develop the dependent variable “SP adoption”, we singularly investi-
gated firms’ websites and such hand data collection for the entire population would
have been excessively time-consuming. Therefore, we opted for a simple random
sampling technique, which ensured that every firm had an equal chance of being
selected (Kgoroeadira et al., 2019). We randomly selected one-third of the firms from
the entire population, resulting in 600 firms. Twenty were then dropped due to miss-
ing values, obtaining the final sample of 580 observations. Such a sample size has
sufficient statistical power for the analysis, as it aligns with the minimum sample size
required by Yamane’s formula (Yamane, 1967)'. Moreover, it meets the requirement
of ten observations per variable (Austin & Steyerberg, 2015; Cappa et al., 2021),
given that we processed one independent and seven control variables in each model.

Propensity score matching analysis

The PSM method allows us to reduce selection bias and construct a plausible coun-
terfactual based on observed characteristics (Dehejia & Wahba, 2002). PSM com-
bines all covariate information into an estimate of the probability of being treated,
i.e., propensity scores. As the treatment effect is a dummy, propensity scores can be

! Yamane’s formula: 1 = o Where, n=unknown sample size. N=Population size (1799). e=Mar-
gin of error (0.05, 95% conﬁaLence interval). So, we get n=327.
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estimated using a probit or logit model (Rosenbaum & Rubin, 1983). In this paper,
we measure propensity scores using logit regression:

p(X) =logit(D =1|X) = E(D |X)

where D={0,1} is the treatment, i.e., the adoption of an SP, and X is a vector of
observed characteristics unaffected by the treatment, i.e., the matching variables.

Once obtained propensity scores, we measured the effect of the treatment on the
observed outcomes, i.c., board characteristics, by estimating the average treatment
effect on the treated (ATT). It is the difference in outcomes between the treated and
control groups appropriately matched by the propensity score.

To check for the robustness of PSM results, we performed the analysis using dif-
ferent matching techniques: (1) Kernel, (2) Nearest-Neighbour (NN), and (3) Radius.
Kernel matches the outcome of a treated individual with the outcomes of all untreated
ones with similar propensity scores, which are weighted proportionally to the prox-
imity of the propensity scores of treated and untreated individuals (Heckman et al.,
1998). The NN technique matches a treated firm with the untreated one with the
closest propensity score. The risk of this method is to obtain inadequate matching
if the nearest neighbour is too far away (Caliendo & Kopeinig, 2008). This limita-
tion can be overcome by imposing a maximum propensity score distance, referred
to as radius or caliper. In radius matching, each adopter is matched with firms in the
control group with the closest propensity score within a predetermined region. Fol-
lowing the recommendation by Austin (2011), we set the caliper to 0.02, which is 0.2
multiplied by the standard deviation of the logit estimation of the propensity score.
We use matching without replacement, which improves the accuracy of the estimates
(Dehejia & Wahba, 2002).

Variables measurement
Treatment variable

As anticipated, our study analyzes SP firms versus non-SP firms. Thus, the treat-
ment variable is the adoption of an SP by the analyzed firms. Because of its inherent
intangibility, measuring the adoption of SP is extremely complex. In fact, only a few
studies have pursued to deal with corporate purpose measurement, adopting qualita-
tive methods of data collection such as interviews and questionnaires (Bhattacharya
et al., 2023; Gartenberg et al., 2019; Lashitew et al., 2023). However, these methods
are subject to respondents’ subjectivity, as well as researchers’ discretion. Therefore,
we measured the adoption of an SP from secondary data.

We argue that publicly declaring to adopt a social purpose is firstly essential as it
represents a public commitment of the firm towards the external society (Battilana et
al., 2022; George et al., 2021; Rey & Bastons, 2018). Therefore, we first verified that
the firms in the sample had specifically and explicitly set social goals while communi-
cating their corporate purpose. We manually analyzed each firm’s website and public
corporate documents to identify firms with a clear social purpose. However, despite
being representative of the firm consciousness of its social role, publicly declaring
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to pursue a social purpose is not sufficient, as it can be merely symbolic, resulting in
the so-called ‘purpose washing’ (Aguilera, 2023). For a firm to be purpose-driven, it
must concretize its commitment towards society (Battilana et al., 2022; George et al.,
2021). Thus, corporate purpose should be reflected in the realized social outcomes.
To gauge the firms’ efforts in materializing SP, we relied on information provided by
Refinitiv Eikon to check whether the firm published an extra-financial statement that
communicates its commitment to sustainable development by reporting on the social
impact of at least 50% of the global firm activities. In fact, as firms simultaneously
implement actions of different ethical levels on different planes (Lynn, 2021), we
contend that placing the focus on the social impact of more than half of the firm’s
activities is indicative of a real commitment to actualize its purpose.

Based on the above, we identified SP firms following three criteria, which must
be jointly met: (1) the firm explicitly discloses the adoption of a specific corporate
purpose; (2) the firm published an extra-financial report, such as a CSR/H&S/Sus-
tainability report, in recent years, i.e., in 2019 or 2020, to explain how its activities
fit the social purpose; (3) the firm’s extra-financial report covers at least 50% of the
firm’s global activities.

Matching variables used for propensity scores construction

Researchers indicated some requirements to guide the choice of matching variables to
be incorporated into the propensity score model (Caliendo & Kopeinig, 2008). First,
these variables should be the determinants of both treatment and outcome variables.
Thus, in our research, only variables that simultaneously influence the adoption of SP
and board characteristics should be included in the model. In addition, endogeneity
due to reverse causality must not occur, i.e., matching variables must not be affected
by the treatment. In order to satisfy these conditions, the variable selection was based
on the existing theories of corporate purpose (Birkinshaw et al., 2014; Hollensbe
et al., 2014; Morrison & Mota, 2023) and previous empirical findings (Caliendo &
Kopeinig, 2008).

We selected the following matching variables for SP and non-SP firms: revenues,
assets, equity, debt, and employees. Financial variables have been used to exclude the
potential bias of firms adopting SP after profit maximization, which is contrary to the
definition of SP. This allowed us to analyze SP and non-SP firms for similar level of
revenues, assets, equity, and debt. Moreover, we took into account heterogeneity in
employee size, which may impact SP adoption (Gartenberg, C., Prat, A., & Serafeim,
G., 2019; Rey et al., 2019).

Financial and employee data were retrieved through the Refinitiv Eikon software.
All of these variables are winsorized at 0.01 level to exclude outsider values. More-
over, we used the logarithmic transformation for the matching variables in order to
obtain directly interpretable coefficients.

Outcome variables

In order to explore potential differences in the board of SP firms relative to non-SP
ones, our outcome variables relate to board characteristics. In particular, based on
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previous corporate governance literature, we focus on the following characteristics
of the board:

® Board size. The size is measured by the number of directors who sit on the board.

® [ndependence. We accounted for board independence with two measures: the per-
centage of independent directors sitting on the board (NED) and CEO duality,
i.e., the overlapping role of the chairman and the CEO.

® Board Age. We analyzed the effect of age on SP by measuring both the board
average age of directors (Age) and the percentage of directors Under35, Under40
and Underd5.

® Gender diversity. Following previous studies, we measured gender diversity as
the percentage of women sitting on the board (Female).

e Nationality diversity. We accounted for nationality diversity by measuring the
percentage of different nationalities represented on the board (Diff Nationality).

e Tenure. We evaluated tenure both by measuring how long, on average, directors
have sat on the board (7ime on board) and how long directors have been involved
with the firm (Time in firm).

e [nternal network size. We accounted for the possibility of sharing and connecting
between the board and employees by measuring the size of the board network
within the firm (internal network size), i.e., the average number of individuals
with whom the board members overlap while employed in other activities or
education roles in the same firm.

® FEducation. We measured education by accounting for the number of qualifica-
tions held, on average, by board members (V. Qualifications). In addition, we
also measured the level of education with ordinal values, equal to 1 if the director
has a diploma, to 2 if he or she has a bachelor’s degree, to 3 indicates a master’s
degree, to 4 for postgraduate education titles, i.c., MBA, executive master, etc.,
and to 5 if the director holds a PhD. We then measured the Qualification level of
the board, that is the average level of qualifications held by board members.

All the measures for the outcome variables were directly gathered or elaborated using
data from the BoardEx database. Table 1 shows the list of all variables used in our
analysis with their description.

Logistic regression analysis

Following Gomes (2019), we also performed logistic regressions to quantitatively
evaluate the impact of board characteristics on SP. In particular, we used SP as the
dependent variable, board characteristics as independent variables — examined one
at a time in separate models — and financial measures as control variables. We also
controlled for sectors and countries. Logistic analyses were carried out by applying
the following model:

logit (PDS = 1|BOD characteristic) = m
eZ
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Table 1 Variables definition

Variables Definition

Sp Dummy variable which takes value 1 if the for-profit firm adopted a social
purpose, 0 otherwise

Board size Number of directors sitting on the board (source: BoardEx)

NED Percentage of non-executive independent directors (source: BoardEx)

CEO duality Dummy variable which takes value 1 if the chairman is also the CEO of the
firm, 0 otherwise (source: BoardEx)

Age Average age of directors (source: BoardEx)

Under35 Percentage of directors under 35 (source: elaborated by BoardEx data)

Under45 Percentage of directors under 45 (source: elaborated by BoardEx data)

Under50 Percentage of directors under 50 (source: elaborated by BoardEx data)

Female Percentage of female directors (source: BoardEx)

Diff Nationality Percentage of different nationalities represented on the board (source: elabo-

Time on board

Time in firm

Internal network size

N. Qualifications
Qualification level

rated by BoardEx data)

Average time since directors have sat on the board, measured in years (source:
BoardEx)

Average time since directors have been employed by the firm, measured in
years (source: BoardEx)

Average number of individuals with whom the board members overlap while
in employment, other activities, or education roles at the same firm (source:
BoardEx)

Average number of qualifications hold by directors (source: BoardEx)
Average level of qualifications held by directors. The qualification level It is
an ordinal variable that takes a value from 1 to 5 depending on the level of
education achieved: 1=diploma, 5=PhD (source: elaborated by BoardEx data)

Revenues Natural logarithm of total revenues (source: Refinitiv Eikon)

Asset Natural logarithm of total asset (source: Refinitiv Eikon)

Debt Natural logarithm of total debt outstanding (source: Refinitiv Eikon)
Equity Natural logarithm of total equity (source: Refinitiv Eikon)

Employees Natural logarithm of the number of employees (source: Refinitiv Eikon)
with

z = by + bjx BODCharacteristic + box Revenues + byx Asset+

byxDebt + bsx Equity + bgx Employees + brxzSector + bgxCountry

Results

Descriptive statistics of the variables included in the analysis are reported in Table 2.
As shown, 26% of the firms exhibit an SP. On average, each board consists of 10
directors, about 50% of whom are non-executive. In most firms, the Chairman and
the CEO are distinct individuals, with CEO duality occurring in only 21% of firms.

Board members are generally around 60 years old, with average ages ranging from
43 to 74. This data aligns with other findings, indicating that the presence of young
directors on European boards is still very low. This is also confirmed by the per-
centage of directors under 35, 40, and 45, which are, on average, 1%, 3%, and 8%,
respectively.

Women constitute, on average, a mere 28% of board members, despite their repre-
sentation ranging from 0 to 80% across different boards and a standard deviation of
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Table 2 Descriptive statistics Variable Mean Std. Dev.  Min Max
SP 0.26 0.44 0 1
Board size 10.44 4.54 3 29
NED 0.51 0.27 0 1
CEO duality 0.21 0.41 0 1
Age 57.79 4.26 43.10  74.58
Under35 0.01 0.03 0 0.21
Under40 0.03 0.07 0 0.50
Under45 0.08 0.11 0 0.71
Female 0.28 0.15 0 0.80
Diff Nationality 0.22 0.25 0 1
Time on board 6.11 3.26 0.59 32.52
Time in firm 7.42 4.10 0.59 37.62
Internal network size 862.39 754.40 17 5155.79
N. Qualifications 19.41 10.22 1 66
Qualification level 2.87 0.41 1 4.11
Revenues(In) 21.19 1.82 17.11 2537
Asset(In) 22.03 2.02 18.09  27.38
Debt(In) 20.44 2.25 14.56  25.69
Equity(In) 20.85 1.85 1348 2490
Employees(In) 8.47 1.99 2.83 12.59

15%. So, even with growing awareness and regulations about gender quotas, women
continue to be significantly underrepresented on EU firm boards. Moreover, only
about 22% of board members are of a nationality different from their respective firms.

Concerning board tenure, on average, directors have about six years of board ser-
vice, and they have usually been part of the firm for around seven years.

As for the educational background, although directors hold an average of 19 quali-
fications, the average qualification level is 2.87. This suggests that the majority of
directors do not hold a master’s degree or higher.

The correlation matrix (see Table 3) shows correlation coefficients below 0.9
for all the variables, which, according to Hair, Black, Babin, Anderson, & Tatham
(Hair et al., 2006), may not cause serious multicollinearity problems. However, other
scholars argued that multicollinearity problems might arise with correlation coef-
ficients greater than 0.7 (Mela & Kopalle, 2002). Therefore, we also performed the
variance inflation factor (VIF) test to check for multicollinearity (see Table 4), which
is confirmed to be absent since all the values are less than 10 (Gujarati & Porter,
2009), with an average value of 2.92.

Propensity score matching results

A requirement to use PSM is that observations with the most similar propensity score
must have the same distribution of observable attributes, i.e., matching variables,
regardless of treatment. In other words, the balancing property test must be satisfied
(Dehejia & Wahba, 2002). There is no strict rule about the level of acceptable imbal-
ance in a propensity score. However, some researchers indicated the maximum toler-
able level for the standardized difference in specific covariates ranges, ranging from
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10 to 25% (Austin, 2009; Duong & Thanh, 2019; Garrido et al., 2014). Results of
the balancing test of unmatched and matched samples are reported in Table 5. Before
matching, many covariates show standardized differences greater than 25%. After
matching, all covariates show standardized differences below 25%, and most of them
below 10%. Therefore, the balancing property is satisfied.

The results of PSM are reported in Table 6, which shows the difference in board
characteristics between SP firms and non-SP firms, matched according to the closest
probability to be treated. We observe significant differences between SP and non-SP
firms for several board characteristics. In particular, SP firms have more independent
directors than non-SP counterparts. Indeed, the percentage of NED is, on average,
from 0.09 to 0.11 higher at a significant level of 1%, regardless of the applied match-
ing method. On the contrary, the differences in board size and CEO duality are not
statistically significant. Although the average age of directors is not statistically sig-
nificant, there is a significant difference in the percentage of directors under 45 who
are less represented on corporate boards of SP firms. While this difference is slight
in coefficients, around 0.02 points lower in SP firms than in non-SP firms, it shows
statistically significant 5% and 10% levels with Kernel and Radius methods, respec-
tively. While not holding with the NN method, this result is valid, given the higher
accuracy of Radius matching. On the contrary, women are more present in SP firms’
boards, as highlighted by the 5% increase in gender diversity in SP firms. This result
holds whatever the model used at a significant level of 1%. In addition, the boards of
SP firms exhibit around 5% greater nationality diversity at a significance level of 10%
regardless of the applied method.

Board tenure empirically plays a relevant role in the adoption of SP. In fact, time
on board and time in the firm significantly differ between SP and non-SP firms. In
the latter, directors have, on average, at least one year less board experience, and this
difference is significant at 1%. Time in firm is also significant, resulting in an aver-
age 0f 0.94 to 1.13 years shorter in SP firms (at a significance level of 5% in Kernel
and Radius methods and 1% in the NN method). There is also a positive and strongly
significant difference in the internal network size of SP firms compared to non-SP
firms. On average, boards of SP firms have 206 to 252 more overlaps with other firm
colleagues than similar non-SP firms.

Finally, concerning educational diversity, while the results of the number of quali-
fications are not significant, there is a significant difference in the average level of
qualifications. More specifically, the average level of qualifications is 0.07 points
higher in the boards of SP firms, and this result holds with both Kernel and Radius
models at a 10% significance level. Although not confirmed by all three matching
models, taken together, these results suggest that directors’ education is a relevant
discriminator between SP and non-SP firms.

Logistic regression results
Logistic regression results are shown in Table 7. Our analyses reveal that specific

board characteristics have significant effects on the adoption of an SP. In particular,
results highlight a positive and statistically significant effect of gender diversity (1%
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Table 4 VIF test VARIABLES VIF 1/VIF
Time on board 6.60 0.15
Time in firm 6.41 0.16
Revenues(In) 5.79 0.17
Equity(In) 5.54 0.18
Board size 4.17 0.24
N. Qualifications 3.84 0.26
Debt(In) 2.56 0.39
Under45 2.43 0.41
Age 2.22 0.45
Asset(In) 2.19 0.46
Under40 2.16 0.46
Internal network size 1.97 0.51
Diff Nationality 1.73 0.58
Employees(In) 1.7 0.59
Under35 1.40 0.72
NED 1.40 0.72
Female 1.21 0.86
CEO duality 1.16 0.87
Qualification Level 1.08 0.92
Mean VIF 2.92

significance level), internal network size (5% significance level), and the average
number of qualifications held (1% significance level).

On the contrary, we found a negative and statistically significant impact on the
adoption of an SP for the following board characteristics: average percentage of
directors younger than 35, time on board and time in firm (at a significance level of
5%, 1% and 1% respectively). We repeated these regressions using probit models to
check for robustness, and the results hold (see Table 8).

Discussion

Overall, our results highlight that specific board characteristics affect the probability
of adopting an SP in for-profit firms (see Table 9), while others have no effect, as
discussed below.

Our findings confirm the inconclusive results highlighted by previous research on
the influence of board size on strategic decision-making (Cornforth, 2001; Golden &
Zajac, 2001; Goodstein et al., 1994). Indeed, both PSM and regression analyses show
non-significant coefficients.

Regarding board independence, while CEO duality is not significant in both PSM
and regression analyses, the PSM analysis showed highly significant differences in
the percentage of independent directors between treated and untreated firms, sug-
gesting that it could be a possible driver of adopting an SP. However, the regression
analyses revealed that it does not directly affect the probability of adopting an SP.
Therefore, we cannot conclude that the independency of the board directly affects the
adoption of an SP in European for-profit firms.
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Counterintuitively to the extant literature, our findings indicate a negative effect of
young directors on adopting an SP. Perera et al. (2018) argued that younger genera-
tions exhibit greater sensitivity to environmental and social issues, thus being flexible
to drive structural change for societal good within organizations. However, younger
directors may also be hindered from implementing changes within the corporate
board by older directors who are accustomed to “it’s always been done this way”
practices. Moreover, compensation incentives the maintenance of the status quo and
career growth opportunities may also greatly paralyze younger directors to adopt SP,
representing a radical change in the firm’s strategic structure (Henderson, 2021a; Izzo
& Vanderwielen, 2018).

Concerning gender diversity, our findings show that as the number of women on
boards increases, the likelihood of adopting an SP increases too. This result is in line
with recent studies on gender diversity that stressed women’s capacity to shift the
corporate governance focus from a shareholder to a multi-stakeholder perspective
(De Masi et al., 2021), showing that women directors lead the firm to adopt an SP. In
particular, the adoption of an SP requires going beyond profit maximization to look
at the needs of people and the environment (Mayer, 2021), and gender diversity posi-
tively impacts such corporate capacity as women are more sensitive to sustainability
initiatives than men (Amorelli & Garcia-Sanchez, 2020; Boulouta, 2013). As high-
lighted by previous research, they are more inclined towards implementing sustain-
able and socially responsible strategies (Glass et al., 2016; Seto-Pamies, 2015; Yang
etal., 2019), thus favoring a more holistic and inclusive approach to decision-making
that can foster a greater emphasis on SP strategies.

Moreover, our findings demonstrate that board tenure, measured in terms of how
long the directors are employed in the firm and on the board, is negatively and signifi-
cantly associated with the probability of adopting an SP. Such a result suggests that
the longer directors have sat on the board or worked for the firm, the less they will be
motivated to introduce changes by adopting an SP.

The positive effect of directors’ educational background on adopting an SP is con-
sistent with previous corporate governance studies that showed it positively affects
sustainability performance (Chams & Garcia-Blandon, 2019; Post et al., 2011).
Indeed, such a positive effect highlighted by previous research could result from
consciously adopting a purpose beyond profit maximization. A further explanation
besides the greater environmental awareness and social concern of people driven by
higher levels of education may also be the higher pro-social orientation of the educa-
tion system. Therefore, people with a higher education level can be more aware of
social and environmental issues, and this, in turn, positively impacts the willingness
to adopt SP.

Finally, board internal network size positively affects the likelihood of adopt-
ing an SP. Indeed, tight connections of board members with firm employees facili-
tate the implementation of SP, which in turn, is demonstrated to drive employees’
engagement, creativity and effort (Henderson, 2021a). Within this auto-reinforcing
circle, the preliminary condition is that board members connect as much as possible
with employees, as empirically verified by our analysis. The higher the connections
between the board and employees, the higher the likelihood of adopting an SP. More-
over, sharing activities and roles between individuals is the basis for building orga-
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Table 6 Board composition (1) Kernel (2) NN (3) Radius
difference between SP firms and

Board size 0.059 -0.126 -0.214
non-SP firms
0.12) (-0.24) (-0.43)
NED 0.114%** 0.097*** 0.096***
(4.27) (3.46) (3.56)
CEO duality -0.029 -0.066 -0.062
(-0.68) (-1.61) (-1.47)
Age -0.27 -0.462 -0.309
(-0.61) (-1.06) (-0.78)
Under35 -0.003 -0.003 -0.003
(-1.13) (-1.39) (-1.35)
Under40 -0.005 -0.003 -0.004
(-0.82) (-0.43) (-0.66)
Under45 -0.021%** -0.013 -0.019%
(-2.10) (-1.30) (-1.93)
Female 0.052%%%* 0.046%*** 0.049%**
3.7) (3.24) (3.63)
Diff Nationality 0.045* 0.049* 0.052*
(1.66) (1.72) (1.96)
Time on board -1.166%** -1.062%** -1.215%**
(-4.00) (-3.71) (-4.31)
- ; _ ®kk N sk - ®kk
This table reports the results Time in firm Lo 0.936 113
of pair-matched analysis (-2.76) (-2.36) (-2.99)
for board characteristic. Ir.ltemal network ~ 230.1%%* 206.9%* 252.77***
Matching is done using size
different PSM methods: (1) (3.06) (2.31) (3.23)
Kernel (Epanechnikov kernel), N qualifications ~ 1.735 1.406 1.243
(2) Nearest-Neighbor (with (1.64) (1.29) (1.18)
n=1), and (3) Radius (with . .
. L Qualification 0.065* 0.045 0.068*
caliper=0.02). t statistics
. % s Level
in parentheses. * p<0.1,
p<0.05, *** p<0.01 (1.68) (1.14) (1.69)

nizational unity, which is necessary to realize the change, as in the case of adopting
an SP.

Overall, our findings provide evidence that the board can be a key agent for SP
adoption as both structural characteristics (board size, independence, internal net-
work size, and tenure) and directors’ personal characteristics (education, gender
diversity, and age) affect the likelihood to adopt an SP.

Theoretical contributions

Our study contributes to the academic literature in several ways. First, our research
contributes to the intersection of corporate governance and corporate purpose litera-
ture streams. By empirically testing the relationship between the board and the adop-
tion of a social purpose in for-profit firms, we highlighted that the board is a key agent
for moving toward an SP. In particular, we showed that specific board characteristics
play a key role in leading the firm to adopt an SP. In so doing, we provide first empiri-
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cal evidence supporting the importance of internal corporate governance mechanisms
for integrating the corporate purpose within the firm (Battilana et al., 2022).

Second, while prior research has adopted qualitative methods of data collection to
measure corporate purpose, such as interviews and questionnaires (Bhattacharya et
al., 2023; Gartenberg et al., 2019; Lashitew et al., 2023), that are affected by respon-
dents’ subjectivity as well as researchers’ discretion, we developed a measure to iden-
tify firms with social purpose based on secondary data, thus contributing to the call
for developing objective metrics to empirically test corporate purpose conceptualiza-
tions (Battilana et al., 2022; Brosch, 2023; Lashitew et al., 2023). More specifically,
based on prior literature, we identified three criteria that must be jointly met: (1) the
firm explicitly discloses the adoption of a specific corporate purpose; (2) the firm
publishes an extra financial report to explain how its activities fit the social purpose
by communicating its commitment to sustainable development; (3) this supplemen-
tary report discloses the social impact of at least 50% of the firm’s overall activities.

Third, by highlighting which board characteristics influence the adoption of an SP,
we pointed out that not only structural and demographic characteristics of the board
are important, but directors’ personal qualities are especially relevant for adopting
an SP. In particular, according to the upper-echelons theory, we showed that board
human capital is crucial to giving ontological meaning to organizations’ strategic
management. Indeed, personal characteristics are non-negligible elements when pur-
suing pro-social goals, especially in for-profit business contexts (Battilana et al., 2019,
2022; Goranova & Ryan, 2022). In so doing, we contribute to expanding knowledge
on the strategic role of the board, providing empirical evidence that it goes beyond
the mere approval and control of strategic management decisions. Indeed, while our
results are inconclusive regarding the structural characteristic of the board, such as
board size and board independence, we found that specific board demographic and
cognitive characteristics significantly affect the probability of adopting an SP, and
these findings suggest that boards play a vital role in setting strategies.

Managerial implications

Our research also contributes to managerial practice by providing useful indications
to practitioners and policymakers. First, our findings show that firms can move toward
a social purpose by leveraging specific board characteristics. Indeed, we showed that
specific board characteristics are positively correlated with the likelihood of adopt-
ing a social purpose, while others have no or negative effect. This result points to the
relevance of directors’ qualities in building a sense of purpose that can lead the firm
to pay more attention to its impact on society. In particular, cultivating the network
with employees, fostering gender and age diversity, and welcoming highly qualified
directors are key factors in facilitating strategic change aimed at solving the grand
challenges of our times.

In addition, we provide useful guidance to investors by highlighting which board
characteristics are drivers of SP adoption. Investors are increasingly concerned about
the social impact of the firms they invest in and demand that they integrate efforts in
sustainability into strategy and operations (Block et al., 2021). The board plays a key
role in this regard. Thus, by providing initial insights into the board characteristics
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Table 9 Comparison between PSM Regression  Total
PSM and regression analysis analysis analysis
Board size None None None
Independence + None None
Age - - -
Gender diversity + + +
Diff Nationality + None None
(+) Positive and significant Tenure R _
e.i’fe({t, (-) Negative and Internal network size + + +
significant effect, (None) Not .
Education + + +

significant effect

that favor the adoption of a social purpose, our study offers guidance to investors
when selecting directors.

Finally, by showing that various demographic and cognitive characteristics of the
board play a pivotal role in guiding firms to adopt and integrate an SP within the
organization, our research offers valuable insights to policymakers who are increas-
ingly focusing on board composition regulation to encourage sustainable corporate
governance practices. Our research confirms the significance of gender diversity in
steering organizations towards purpose-driven goals. However, it also reveals that
women are still grossly underrepresented on EU boards. Therefore, our results lend
support to the recent regulations aimed at promoting gender balance on EU boards,
such as the Directive EU 2022/2381 from the European Parliament and Council on
improving the gender balance among directors of listed firms, dated 23rd November
2022. At the same time, our findings underscore the significance of other board char-
acteristics, like age and educational background. Policymakers should also consider
these factors when shaping regulations concerning board composition.

Conclusions

In this explorative study, we empirically analyzed the relationship between the
characteristics of the board of directors and the adoption of a social purpose in for-
profit firms. We collected data from a sample of 580 European firms, using BoardEx
and Refinitiv Eikon databases to measure the variables of interest. In particular, we
explored the impact of the following board characteristics on adopting an SP: board
size, independence, tenure, age, education, gender diversity, nationality diversity
and internal network size. First, we applied Kernel, NN and Radius propensity score
matching techniques to explore which board characteristics differ between SP and
non-SP firms. We matched firms based on similar financials and employees to control
for self-selection bias. Second, we applied logistic regression analyses in our sample
of 580 European firms to assess how the abovementioned characteristics affect the
adoption of SP.

Our empirical findings provide first evidence that specific board characteristics
may affect a firm’s probability of adopting an SP, thus suggesting that board composi-
tion is crucial for leading firms toward goals beyond profit maximization.
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Limitations and future research

Our study is not exempt from limitations that could be addressed by future research.
First, we performed a cross-sectional analysis that may hinder the generalizability of
our results. While BoardEx and Refinitiv Eikon databases provide longitudinal board
and financial data, we did not find a valid longitudinal measure for the adoption of
social purpose. Future researchers may overcome this limitation by observing our
dependent variable over time.

Second, we examined the impact of board characteristics on the adoption of an SP,
not on its implementation. Understanding how SP can be successfully implemented
in for-profit firms and what are the most affected functions within the organization
would be extremely interesting to advance knowledge on corporate purpose. Qualita-
tive methods, such as multiple case studies, can adequately evaluate the actual imple-
mentation of SP. Therefore, mixed methodologies could be used to properly assess
the effects of board characteristics on the actual implementation of SP.

Third, while we perform an explorative analysis through simple models to inves-
tigate which board characteristics may drive the adoption of an SP, further research
may advance knowledge on the board-SP relationship by focusing on contingency
factors.

Fourth, we did not consider corporate performance. In particular, the commitment
to solve a societal need other than profit maximization should also increase corporate
sustainable performance. Researchers are invited to investigate how different board
characteristics affect sustainability performance by differentiating for the adoption of
a social purpose.

In addition, because we use secondary data, we were limited to analyzing observ-
able board characteristics and could not examine the internal dynamics of board that
foster the adoption of an SP. For example, using qualitative methods would be fas-
cinating to understand how and how much the board discusses corporate purpose.

Furthermore, it would be interesting to analyze the reverse relationship, i.e.,
whether adopting an SP affects the composition of boards by favoring specific char-
acteristics of directors.
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