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ABSTRACT Why do some chief executive officers (CEOs) appoint chief sustainability offic-

ers (GSOs) for their firms while others do not? We answer this question by examining CEOs’
attention allocation to competition for stakeholders’ approval, which can be triggered by both
industry peers’ corporate social responsibility (CSR) and corporate social irresponsibility (CSiR).
An increase in peers’ CSR triggers CEOs’ attention allocation by observing that peers have
improved and thus pose a competitive threat to their own firms. An increase in peers’ CSiR trig-
gers CEOs’ attention allocation by perceiving that stakeholders will demand more for sustaina-
bility and thus place higher sanctions on their own firms in the future. CEOs’ attention allocated
to industry peers’ GSR and CSiR, in turn, can increase their perceived importance and urgency
of appointing CSOs for their firms to ‘catch up with the good’ (responsible peers) and to ‘stay
away from the bad’ (irresponsible peers). We also theorize the moderating roles of CEOs’ mo-
tivational attributes, such that predominantly prevention-focused CEOs are more (less) likely to
appoint CSOs as peers increase CSR (CSiR), and future-oriented CEOs are more (less) likely to
appoint CSOs as peers increase GSiR (GSR).

Keywords: chief sustainability officer, conjoint experiment, corporate social responsibility,
corporate social irresponsibility, regulatory focus, temporal orientation

INTRODUCTION

After DuPont appointed Linda Fisher as its chief sustainability officer (GSO) in 2004,
some leading corporations (e.g., AT&L, UPS, and Coca-Cola) designated similar positions
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in their top management teams (I'MTs) (Weinreb Group, 2011). CGSOs’ presence and
importance have been increasing (Gupta et al., 2021; Weinreb Group, 2021), as is ev-
idenced by a survey showing that 30 per cent of companies capable of profiting from
sustainability practices had appointed CSOs (Kiron et al., 2012). However, not only have
most business enterprises still not appointed CSOs (Wiengarten et al., 2017), but also
‘many corporate sustainability TMT positions are being removed despite having only
relatively recently been introduced’ (Strand, 2014, p. 687). This contradiction suggests
that firms differ substantially on whether they should appoint CSOs to their TMTs.

Research interest in CGSOs, in parallel, has been growing. Since Strand (2013, 2014)
identified and traced CSO positions of large corporations, more researchers have joined
this scholarly conversation (Dixon-Fowler et al., 2017; Fu et al., 2020; Gupta et al., 2021;
Kanashiro and Rivera, 2019; Miller and Serafeim, 2014; Peters et al., 2019; Peters and
Romi, 2015; Wiengarten et al., 2017). Drawing mainly on upper echelons theory, re-
searchers have found that CSOs help their firms improve environmental performance
when faced with strict regulations (Kanashiro and Rivera, 2019), engage in corpo-
rate social responsibility (GSR) and reduce corporate social irresponsibility (CSiR) (Fu
et al., 2020), and increase financial performance under certain conditions (Wiengarten
etal., 2017).

Three limitations, however, have constrained the development of CGSO research. First,
the antecedents to CSO appointment are largely unknown. Peters et al. (2019) have
shown that only firm age and global operations predict CSO presence among firms
in the Standard and Poor’s (S&P) 500 index. Although researchers have documented
various causes of CSR actions, such as imitation of better-performing peers (Cao
etal., 2019; Li et al., 2022), we should not assume that GSO appointment has the same
antecedents, because GSO appointment differs from normal CSR actions in important
ways. It reflects (1) a structural change in the TMT (Gupta et al., 2021) that involves
decision-making by the chief executive officer (CEO) directly (Strand, 2014), and (2)
a shift in the TMT’s values (giving priority to sustainability over other issues) and ca-
pabilities (adding expertise in sustainability management) (Peters et al., 2019). Normal
CSR actions, in contrast, are routinized practices in the firm’s operations (Klassen and
Whybark, 1999; Wang and Bansal, 2012) that do not necessarily involve CEO decisions
or reflect changes in the TMT’s values and capabilities.

Second, little is known about how CEOs make decisions about CSO appointment.
Extant studies on CSOs have relied on secondary data sources (e.g., CSO position de-
scriptions and appointment announcements) and qualitative information about some
CSOs (Miller and Serafeim, 2014; Strand, 2013, 2014) but have not examined how
CEOs perceive the importance and urgency of appointing CSOs. CEOs are boundedly
rational and have limited attention (Cyert and March, 1963; March and Simon, 1958);
what triggers them to consider appointing CSOs? CEOs are also heterogeneous in how
they make decisions, and the appointment of a functional TM'T member can reflect
their differing motivations to improve organizational capabilities in the corresponding
area (Menz, 2012). CEOs’ motivational attributes, such as regulatory focus and temporal
orientation, tend to affect their decision-making (Gamache et al., 2015; Nadkarni and
Chen, 2014), but researchers have not investigated how these motivational attributes
affect GEOs’ decisions on CGSO appointment.
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Third, limited knowledge is generated about CSO appointment in non-US business
contexts. Prior CSO research has largely focused on large corporations from the S&P 500
(Dixon-Fowler et al., 2017; Fu et al., 2020; Kanashiro and Rivera, 2019; Peters et al., 2019)
and the Fortune 500 indices (Gupta et al., 2021). While these large corporations pub-
licly traded in the USA are pioneers in CSO appointment (Strand, 2013, 2014; Weinreb
Group, 2011, 2021), after almost 20 years since DuPont appointed the first GSO, it is surpris-
ing that little research has yet been conducted to examine whether and how CEOs in other
business contexts have considered CGSO appointment for their organizations.

To fill these gaps, we first conceptualize CSO appointment as a CEO decision to make
a strategic commitment to sustainability by restructuring the firm’s TM'T. The composi-
tion of functional members in a firm’s TMT reflects its values and capabilities in these
areas (Cohen and Dean, 2005; Hambrick, 2007; Hambrick and Mason, 1984). CSOs’
sustainability expertise and leadership are often needed to address tensions between firm
profits and social values, attend to the conflicting demands of various stakeholders, and
integrate short- and long-term goals (F'u et al., 2020; Kanashiro and Rivera, 2019; Miller
and Serafeim, 2014; Wiengarten et al., 2017).

We then draw on the attention-based view (ABV) (Ocasio, 1997, 2011), arguing that
CEOs’ attention allocation to competition for stakeholders’ approval is triggered by both
the CSR and the CSiR of industry peers, but through different mechanisms. An increase
in peers’ CSR draws their attention to a comparison ¢ffect: peers’ improvement has threat-
ened their own firms. A rise in peers’ GSiR draws their attention to an association effect:
peers’ retrogression should intensify stakeholders’ demand for sustainability and thus
place higher sanctions on their own firms in the future. Either mechanism will increase
CEOs’ perceived importance and urgency of appointing CSOs, to catch up with the
good (responsible peers) or to stay away from the bad (irresponsible peers). Therefore, the
decision to add a CSO to the TMT is based on CEOs’ comprehensive consideration of
both peers’ CSR and their GSiR.

Because people pay attention to what they care about (Ocasio, 1997, 2011), attention
allocation also depends on their motivations. We extend the ABV by examining the mod-
erating roles of regulatory focus and temporal orientation — two motivational attributes
that often affect CEOs’ decisions (Gamache et al., 2015; Nadkarni and Chen, 2014). An
increase in industry peers’ CSR (CSiR) can trigger a perceived loss (non-loss) situation
in the short run for the focal firm. Because predominantly prevention-focused CEOs
tend to perceive situations in a loss—non-loss framework (Crowe and Higgins, 1997;
Higgins, 1997), they are more (less) likely to appoint GSOs as industry peers have in-
creased GSR (CSiR). Furthermore, because the competitive threat of peers’ CSR has
already occurred while the association effect of peers’ CSiR takes time to happen, future-
oriented CEOs, who emphasize future situations and consequences over present ones
(Nadkarni and Chen, 2014), are more (less) likely to appoint CSOs as peers have in-
creased CSiR (CSR). We analysed 7882 decisions made by 758 Chinese executives in
two conjoint experiments, interviewed eight CEOs who decided to appoint a CSO in
one conjoint experiment and two CGSOs of large corporations, and found evidence for
these tenets.

This study makes three key contributions. First, we reveal the comprehensiveness
of CEOs’ decision-making about CSO appointments by distinguishing their attention
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allocation to the comparison effect of peer firms’ CSR and to the association effect of peer
firms’ CSiR. Although researchers have acknowledged that firms use industry peers as
referents for GSO appointment (Gupta et al., 2021), the comparison and association ef-
fects revealed in this study offer more nuanced mechanisms regarding how CEOs make
decisions on CSO appointment. Second, we advance research on how regulatory focus
and temporal orientation shape CEOs’ decisions in sustainability commitment. While
researchers have extensively examined the effects of CEO attributes on business deci-
sions (Gamache et al., 2015; Nadkarni and Chen, 2014), their broader implications for
CEOs’ worldviews and values towards sustainability are less known. Third, we report
CEOs’ decisions on CGSO appointment in China through two studies with large executive
samples. Although the CSO position was introduced by US corporations (Strand, 2013,
2014; Weinreb Group, 2011, 2021), the diffusion of this sustainability commitment into
other business contexts deserves further investigation.

CHIEF SUSTAINABILITY OFFICER

The title CSO generally refers to a TMT member or other executive ‘with primary re-
sponsibility for sustainability in an organization’ (Miller and Serafeim, 2014, p. 6). Firms
have also used other titles such as chief environmental officer, chief ethics officer, and
chief responsibility officer (Fu et al., 2020; Gupta et al., 2021). We use these terms in-
terchangeably, as they all represent the same functional area in the TMT (Menz, 2012).
Table I summarizes major studies on CSOs, excluding practitioner-oriented reports
(Kiron et al., 2012; Weinreb Group, 2011, 2021). These studies have examined the emer-
gence and evolution of CSOs regarding their strategic roles (Miller and Serafeim, 2014;
Strand, 2013, 2014) and revealed how CSO presence affects firms’ social (Dixon-Fowler
et al.,, 2017; Fu et al., 2020), environmental (Kanashiro and Rivera, 2019; Peters et
al., 2019; Peters and Romi, 2015; Rosst and Tarquinio, 2017), and financial performance
(Kiron et al., 2012; Wiengarten et al., 2017).

More recently, researchers have started to investigate antecedents to GSO appoint-
ment. As a ‘non-trivial resource commitment’ (Gupta et al., 2021, p. 535), the ap-
pointment of a GSO marks a significant change in both the structure and the values
of the TMT (Miller and Serafeim, 2014; Strand, 2014). Meanwhile, because the
CEO is ‘ultimately responsible for deciding whether or not to add a position to the
TMT” (Strand, 2014, p. 699), GSO appointment is affected by the CEO’s cognition
and motivation. Extant studies, however, have not studied how CEOs make deci-
sions regarding GSO appointment, probably due to their reliance on secondary data
sources of large corporations (see Table I). While some interviews with GSOs have
been conducted (Miller and Serafeim, 2014; Strand, 2014), primary information on
how CEOs perceive the importance and urgency of appointing CSOs is needed to
further this literature.

As Peters et al. (2019, p. 1068) have noted, ‘CSO presence likely raises the priority
level of sustainability responsiveness on the executive suite agenda’, and the pursuit
of sustainability must embrace various stakeholders with different or even conflicting
interests, visions, and demands for the company (Mitchell et al., 1997). This priority

© 2023 The Authors. Journal of Management Studies published by Society for the Advancement of Management Studies
and John Wiley & Sons Ltd.

8518017 SUOWILLIOD SA a1 3[edt[dde U Aq peusnob e sapile YO '8N J0 Sa|nJ 104 AR 8UIIUO A8]IM UO (SUOIPUCD-PUe-SWLBIALIOY" A | 1A Id 1BU1UO//SANY) SUORIPUOD pue SWwie | 8u) 89S *[,202/TT/82] Uo Akiqiauliuo A8|Im esaidwz aq oinisu| Uoiepund Aq 92621 SWOITTTT OT/I0p/w0o"A8|1mAkeiq1jput|uo//sdny Wwoly pepeojumod ‘v ‘v202 ‘98r9.9rT



14676486, 2024, 4, Downloaded from https://onlinelibrary.wiley.com/doi/10.1111/joms.12926 by Fundacion Instituto De Empresa, Wiley Online Library on [28/11/2024]. See the Terms and Conditions (https://onlinelibrary.wiley.com/terms-and-conditions) on Wiley Online Library for rules of use; OA articles are governed by the applicable Creative Commons License

1299

Catch Up with the Good and Stay Away from the Bad

(sonunuor))

‘syrodax Lpiqeureisns ur syuot
-011)$ QOURINSSE IIM UOTIBIDOSSE JUBD
-gIuSs & oAy Jou prp 2oussard O8N

-ooueuriojrod Teyuotx

-~UOIIAUD ye10dI0d pue 20NIUWod

[PITIWUOIIAUD UoMIdq drysuoneor

o1 padueuR pue dduruLIofrad

reruowruoIiaud yerodiod pm drys
-uonear aanisod e pery ooussard OgNH

“asnadxd

Aipiqeure)sns im sOQ) 10J 1oSU0Ns

st drysuone[ar STy} pue ‘Sa0IAIS 20Ue

-msse j10dax Ariqeurelsns oerod.od
0} pajepax Appanisod sem douasaxrd (gD

"SUOTIOUN TUAIJJIP O}

SOSD WOIJ $IYSLI UOTSIIIP JO UONLZ

-[eNUJ9P B SEM I T, "JUSUIIIUIOD

A[Iqeure)sns poseaIdur SUONeZIuesIo
se paseaIoul s Jo Atrone oy J,

‘santunroddo peuroixoe jrojdxo

0} Ajoanoeoad 10 sISLD e 0) asuodsox
ur poreisut axom suonsod AL MSD

‘uonisod

© ONs oYM aso) e [S[(T o

Ul PIPN[IUL 9| 0] A[OYI] 20U SOWIT)

921y axom uonsod TIALT, S ®©

m sug suonsod TINT, MSD
Peq 9 ‘SwLILy 98I 696 O JO MO

‘sir0doa
2ourtIdIA0S pue ‘s1rodor
reoueuy ‘sirodax Lpqe

-ure)sns ‘sosqom Aueduron)

STXON]-SIXO'|
pue Jﬁm:QEoO ‘SUAIIS
[e00s (I'TY Areaqry
oerodion) ‘syrodax

renuue ‘sorxoxd Auweduon)

SUIIAIOS

[e100s (('T3]) Turwo(y
‘BroquopAT Topury] pue

9eysndwon) ‘soysqam Aued

-w0d I91SISNY 9erodion)

SMITAIOIUT pue m%@ESW

SMIIAIDIUL PUE ‘SISLI[II
ssaxd ‘sosqom Aueduron)

so)Isqom Auedwoo
uo sopn uonwsod TJALT,
S PUE SOWEBU JANNIIX

31-800g Sutnp xopup
areyS-[IV A 4S.1A
oY UL PaISI[ SWLIY ¢ |

$00G W Xopur
00G S 21 I ULy ¢gy

01-500% Sur
-Ip SWLIy G Aq ponsst
s1rodox Aiqeureisns g 16

saLnsnpur
Lg Wogy suay jo sOS 99
%1-010g Sutmnp

suLIy 9f jo suontsod
TIALL gSD ut sasueyp)

010¢ Ut uowsnput

sy aop Adde o1 (1sfa@)

xopur Apiqeureisng

souo[*mo( o Aq
PONIAUT STLIT] 95Te[ G96

[ewmof’ (£10g) orumbuey,

SunIpny [eraseuey pue 1ssoy] 9
(£102) T

o1 ssoursng jo rewnof” 10 IOIMO,[-UOXI(] c
Arooy 1, % 90mdRIg (S107) oy

Jo rewno('y :Sunpny pue s1019g ¥

($107) wdgerog
pue [N ¢

Jsueyn)
d[qeuTRISNG SUIPLY|

SO ssoulsng JO [eumof’ (P107) puens g

SOIY ssaumsng Jo peunof’ (¢10g) pueng T

sjoua) puv ssupurf @y

$294n08 vIV(C[

sapqung

(way) suoymy o

SUOYDIYGN]

100130 A[IqeUTRISNS JOTYD U0 SoIpnis Jolefy T 9[qer,

© 2023 The Authors. Journal of Management Studies published by Society for the Advancement of Management Studies

and John Wiley & Sons Ltd.



14676486, 2024, 4, Downloaded from https://onlinelibrary.wiley.com/doi/10.1111/joms.12926 by Fundacion Instituto De Empresa, Wiley Online Library on [28/11/2024]. See the Terms and Conditions (https://onlinelibrary.wiley.com/terms-and-conditions) on Wiley Online Library for rules of use; OA articles are governed by the applicable Creative Commons License

T. Wang et al.

1300

SOSD

Pey SO SUEI[-0ANBAIISUOD

Aq po[ sy I9U10 UoyM SOS)
yutodde 0y AJoy1] 210UT OIOM SULIL]

"SANTANOR (YISD) JYSD UT JUWSeIUd

wLIy pue 20uasaxd (g woamiaq diys
-uoneaI (9Anesou) oAntsod e sem o1y T,

Juounurodde g jo sreakoxy

Ije Apuedyrusis pasoxduwur souer

-10312d orrd 1oySTy TIM 950t

nq ‘oouewrrojrod rorrd romor pm

suLity 10y 9oueuriojrad Aiqeureisns

juonbasqns pue yjuounurodde gH
U29MII( PUNOJ SEM UOHRIDOSSE ON

"SUOTIB[NGAI [BIUIWUUOIIAUD JOLNS (PIM
Pooe) uoyMm dourULIOfIdd [RIUdTUOIIA
-Uo SULIT U0 199Jj2 aanisod e per inq
‘suotssTi uonnjod Jo S[PAJ[ IOYSIY
M parerdosse sem 0ouasard Ogn
VO Pm digsuonepar
aAnesou e pey suonisod pareard
Amou 103 yusumurtodde 1opisino pue
To110( pourojrad somyurodde (SN
oTewdf (YY) S198Se U0 UINJoI Uo
199339 aanisod e peyy sooyutodde

OSD Jo TESOMM&UNO— [eaonouny ¥sSoH

IO

pue ‘suoneuop reontod

9eysndurony ‘s1rodoax
[enuue ‘soysqom Auedwor)

yersndwo))
PUE ‘Su2.I08 121008 (T
‘duronnooxy xqpreogq

SIXON-STXO]
pue ‘syuouraye)s Axoxd
‘s1aodoax penuue Kreiqry
aerodion) ‘suoards
remos (113 2ersndurony
SINOA
UOTIBAIOSUON) JO oNSed|
pue Jﬁm:mEoU EEBIAREIN
JIop[oYaIeyS [RUONMITSUT
Oseqerep Y], Susqom
Auedwood ‘syuowoels
£xo1d ‘sy10doa renuury

yeysnduron)

pue ‘sperrod ssoursnq

ASD sSuny DS S

-oounouue Auedwod
SMIN] 9[S000) ‘BATIOR]

¢1-100g Sutmp
X9pUI ()()G dUNIIO] Y
EOL@ mEum mo EQEMw <

$1-600g Sutmp xoput
00S d®S oY} Ul sway g

80-500g SuLnp xoput
00G d¥S 21 Ul SULIy 614

11-900¢
Surmp (1.1, Arojuoaufy

9SBI[OY] JIXOT, ) 01
SUOISSIUID O1x0) J10dox
01 paxmbaa xopur (¢

S S WOy suLy 671

¢1-1006

Suump swy orgnd

S JO siuouddunouue
yuoumurodde OgD) ¢z 1

[eunof’
JUDWISBURA JI8NeNS

reunof’
JUOWRSRURY J189)eNg

soTpy ssoursng jo rewamof’

SO ssoursng jo reuwanof’

soTpy ssoursng jo rewamof’

(120g) Tewwdnn 1

(060g) ™ L 01

(6107) Te 1 st 6

(6107) 1Ay
pue oxgseuey| el

(102) T2 10
UO)IBSUIIAN /

spou2) pup ssupurf oy

$224n08 VIV(T

sa)qung

suoyvagng

(a) swoym o

(ponunuop) [ aqe,

© 2023 The Authors. Journal of Management Studies published by Society for the Advancement of Management Studies

and John Wiley & Sons Ltd.



Catch Up with the Good and Stay Away from the Bad 1301

shift by the CSO sharply contrasts with the appointment of other TM'T members
such as a chief financial officer, a chief information officer, a chief marketing officer,
or a chief strategy officer. While all these TM'T members possess expertise in cer-
tain areas (Menz, 2012), their priority is naturally aligned with the firm’s agenda to
achieve economic returns by enhancing its competitive advantages in the correspond-
ing areas. A CGSO’s priority relates to sustainability, which may not be consistent with
some organizational members’ priority on economic goals. Being a member in the
TMT or the board of directors, a GSO can have more power to engage stakehold-
ers than other employees do by working closely with the CEO. Lu Qiao, Executive
Secretary-General of the Sustainability Committee at Yili Group, explained this in
an interview with us:

We need to align strategic decisions from the headquarters with operational consider-
ations of different business units and functional areas..., but these stakeholders tend
to have different motivations and interests in our pursuit of sustainability due to their
own KPIs [key performance indicators|. When we encounter major barriers while
coordinating with them, we can obtain support from CEO Gang Pan. Without his
visionary support, it would be impossible for my committee to coordinate with these
stakeholders.

Relatedly, Kiron et al. (2012, p. 70) note that ‘most companies are struggling to define
sustainability in a way that is relevant to their businesses’ due to their lack of sustain-
ability expertise. CSOs play a key role in enabling their firms to develop functional
expertise in sustainability, social responsibility, and corporate citizenship (Weinreb
Group, 2011, 2021), and only GSOs with such expertise exert a positive effect on their
firms’ social and financial performance (Peters et al., 2019; Wiengarten et al., 2017).
Yue Shen, the CSO of Saint-Gobain Asia Pacific (a global manufacturer of construc-
tion materials founded and headquartered in France), emphasized this point in our
interview:

One of my key responsibilities is to build up the knowledge of sustainability manage-
ment in the APAC region through various trainings, workshops, and sharing in the
organization. Sustainability management requires specialty knowledge. For example,
how to calculate CO, emissions in a large-scale manufacturer like Saint-Gobain is a
very complex task, involving different stakeholders and their footprints in our supply
chain. My department is responsible for training key employees those methods and
promoting the sustainability culture.

THE CEO DECISION ON CSO APPOINTMENT

A CEO’s decision-making 1s constrained by demands on his or her time and process-
ing abilities (Cyert and March, 1963; March and Simon, 1958). The ABV proposes
that decision-makers cannot respond to all stimuli simultaneously. They must choose
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which stimuli to attend to and which to screen out (Ocasio, 1997, 2011), and they
must allocate their attention to stimuli they perceive as important and urgent (Joseph
and Wilson, 2018). Top management’s attention to stimuli from a domain represents
the level of cognitive capacity deployed to perceive and interpret the information and
stake in the domain (Frankenberger and Sauer, 2019; Li et al., 2013). The more atten-
tion the decision-maker has allocated to the domain, the more effort and persistence
the decision-maker will exercise to focus on and process the information about the
domain.

CEO Attention Allocation to Industry Peers’ CSR and CSiR

The decisions and actions of peer firms targeting common customers and possessing
similar resources serve as critical reference points for firms’ decision-making by triggering
decision-makers’ attention allocation (Chen, 1996; Chen et al., 2007; Tsai et al., 2011).
Although competition research has focused on the business perspective (Livengood and
Reger, 2010), it is increasingly crucial to obtain stakeholders’ approval by competing in
the social domain — that is, ‘a firm’s engagement in activities that improve other stake-
holders’ welfare, from investing in environmental protection to increasing workforce
diversity and employee welfare’ (Cao et al., 2019, p. 4587).

While competing in the social domain, firms demonstrate both CSR and CSiR
(Bendell and Huvaj, 2020; Fu et al., 2020; Shea and Hawn, 2019; Strike et al., 2006;
Tang et al., 2015; Zhong et al., 2022). GSR and CSiR reflect ‘the positive and neg-
ative components of corporate social performance’, and it is essential to understand
that ‘a firm can engage in responsible behavior (“good deeds”) and irresponsible be-
havior (“bad deeds”) at the same time’ (Fu et al., 2020, p. 657). CSR is generally
defined as ‘the firm’s consideration of, and response to, issues beyond the narrow
economic, technical, and legal requirements of the firm’ (Davis, 1973, p. 312). A firm
with a high level of CSR demonstrated by its ‘good deeds’ 1s often capable of obtain-
ing stakeholders’” approval.

An increase in industry peers’ GSR can trigger a comparison effect, in which the
CEO notices that industry peers have become more socially responsible and envi-
ronmentally friendly than they were previously — that is, better corporate citizens
(McWilliams and Siegel, 2001) — and therefore have gained an advantage over the
focal firm in the competition for stakeholders’ approval. For example, Li et al. (2022,
p. 651) argue that if a peer wins a CSR award, ‘the focal firm may experience an in-
stant decrease in public reputation and social prominence compared with the award
winner’.

As a CEO allocates attention to competition in the social domain triggered by industry
peers” CSR, he or she is likely to recognize that a CSO can help the firm compete there.
A CGSO can mmprove the firm’s sustainability-related knowledge, skills, and abilities, as
well as help the CEO ‘visualize goals and professionalize the process of aligning vision
with a business strategy from the sustainability perspective’ (Wiengarten et al., 2017,
p- 481). The more CSR actions industry peers have recently conducted, the more atten-
tion the CEO will allocate to competition in the social domain, and the more likely the
CEO will appoint a GSO.
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Hypothesis 1a:  CEOs are likely to appoint CGSOs as industry peers increase GSR.

CSiR refers to ‘the set of corporate actions that negatively affects an identifiable
social stakeholder’s legitimate claims’ (Strike et al., 2006, p. 852), reflecting the ex-
tent to which the firm engages in deliberate actions that harm stakeholders or fails
to prevent harm being done (Shea and Hawn, 2019; Zhong et al., 2022). It includes
environmental misconduct (Heflin and Wallace, 2017; Kanashiro and Rivera, 2019;
Zhang et al., 2022), product failures (Bala et al., 2017; Freedman et al., 2012; Marsh
et al., 2004), scandals (Piazza and Jourdan, 2018; Roehm and Tybout, 2006), and cor-
porate illegality (Gao and Yang, 2021; Mishina et al., 2010). A firm with a high level
of CSiR, as is demonstrated by its ‘bad deeds’ violating laws, regulations, or social
norms (Fu et al., 2020; Strike et al., 2006; Zhong et al., 2022), often finds it difficult
to obtain stakeholders’ approval.

Industry peers’ CSiR is also a salient stimulus to the CEO, but through an association ef-
fect. As industry peers increase CSiR, the focal firm’s CEO is likely to become aware that
key stakeholders, perceiving that there is more at risk in the social domain, are demand-
ing more from all firms. For example, after British Petroleum suffered the Deepwater
Horizon oil rig explosion in 2010, regulators, customers, and creditors placed higher
sanctions on other firms drilling in US waters (Heflin and Wallace, 2017), suspecting
that other firms in the industry used technologies and management practices similar to
those of British Petroleum. For another example, stakeholders become more critical of
product safety for a firm when other firms have recalled major products in the industry
(Bala et al., 2017; Cleeren et al., 2013; Freedman et al., 2012). Similarly, Lu Qiao at Yili
Group recalled:

In the summer of 2008, it was reported that some suppliers of Sanlu Group [the
largest manufacturer of milk powder in China at that time] added melamine, a
colorless crystalline compound, to boost the protein readings of their milk, causing
thousands of children [to be] hospitalized and numerous deaths. When this scandal
was revealed to the public, CEO Gang Pan ordered the communication depart-
ment of Yili to stop all major ongoing projects. ‘Do nothing else, but open factories
to consumers and other stakeholders’ [to demonstrate that Yili was not associated
with this scandal].

Attention to industry peers’ CSiR is likely to increase the probability that the CEO will
appoint a GSO for his or her firm. Doing so signals to internal and external stakeholders
that the firm has made a serious commitment to addressing social and environmental
issues, thus cutting the ‘tie” with the tainted peers (Wiengarten et al., 2017).

Hypothesis 1b:  CEOs are likely to appoint CSOs as industry peers increase CSiR.

Not all CEOs will react in the same way to industry peers’ CSR or CSiR. The decision-
maker’s ‘eventual perception of the situation combines with his/her values to provide the
basis for strategic choice’ (Hambrick and Mason, 1984, p. 195). We argue that CEOs’
regulatory focus and temporal orientation influence how they perceive industry peers’

© 2023 The Authors. Journal of Management Studies published by Society for the Advancement of Management Studies
and John Wiley & Sons Ltd.

8518017 SUOWILLIOD SA a1 3[edt[dde U Aq peusnob e sapile YO '8N J0 Sa|nJ 104 AR 8UIIUO A8]IM UO (SUOIPUCD-PUe-SWLBIALIOY" A | 1A Id 1BU1UO//SANY) SUORIPUOD pue SWwie | 8u) 89S *[,202/TT/82] Uo Akiqiauliuo A8|Im esaidwz aq oinisu| Uoiepund Aq 92621 SWOITTTT OT/I0p/w0o"A8|1mAkeiq1jput|uo//sdny Wwoly pepeojumod ‘v ‘v202 ‘98r9.9rT



1304 T. Wang et al.

CSR and CSiR. While these motivational attributes may be correlated (Pennington and
Roese, 2003), they are distinct concepts and shape CEO decisions on CSO appointment
in different ways.

The Moderation of CEO Regulatory Focus

Regulatory focus serves as a motivational force mobilizing decisions and actions
to achieve the desired results, which can be either on promotion or on prevention
(Higgins, 1997, 1998). A promotion focus involves striving towards the ‘ideal self”,
or what one ‘could’ do (Higgins et al., 1997); people with a promotion focus aim
to maximize hits and perceive situations in a gain—non-gain framework (Crowe and
Higgins, 1997; Higgins, 1997). A prevention focus involves striving towards the ‘ought
self” or what one ‘should” do (Higgins et al., 1997); people with a prevention focus aim
to avoid rejections and perceive situations in a loss—non-loss framework (Crowe and
Higgins, 1997; Higgins, 1997).

According to an accepted perspective, prevention and promotion foci are two ends
of a continuum, with one predominating (Kanze et al., 2018; Mitteness et al., 2012). A
person with a predominant promotion focus (the net difference between promotion and
prevention) seeks to maximize returns by risking potential losses, while a person with a
predominant prevention focus (the net difference between prevention and promotion)
seeks to avoid losses by surrendering potential gains (Kanze et al., 2018; Mitteness et
al., 2012). Predominantly promotion-focused CEOs tend to initiate action rather than
reacting to industry peers, and if they react, they are likely to consider various alterna-
tives rather than being constrained to CGSO appointment. Therefore, we examine the
role of CEOS’ predominant prevention focus in shaping their decisions on GSO appointment
based on industry peers’ CSR and CSiR.

Predominantly prevention-focused CEOs are more likely to be motivated by in-
dustry peers’ CSR, and therefore to consider appointing CSOs. For predominantly
prevention-focused people, a loss situation leads to negative feelings such as despera-
tion and anxiety, motivating them to mitigate the situation as soon as possible (Crowe
and Higgins, 1997; Higgins, 1997). A predominantly prevention-focused CEO will
perceive an increase in industry peers’ GSR as a comparative shortage in CSR for his
or her own firm. However, such a CEO 1s less likely to be motivated by industry peers’
CSiR, because the relative difference between the focal firm and its peers gives the
focal firm at least a temporary ‘buffer’: stakeholders will not penalize the firm before
its industry peers. In the absence of a loss situation, the predominantly prevention-
focused CEO is likely to feel satisfied and thus unmotivated to make radical changes
(Crowe and Higgins, 1997; Higgins, 1997), such as restructuring the TMT by ap-
pointing a CGSO.

Hypothesis 2a:  Predominantly prevention-focused CEOs are more likely to appoint
CSOs as industry peers increase CSR.

Hypothesis 2b:  Predominantly prevention-focused CEOs are less likely to appoint CSOs
as industry peers increase GSiR.
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The Moderation of CEO Temporal Orientation

Temporal orientation, also labelled as temporal perspective and temporal focus, exerts
a strong effect on people’s judgements and decisions (Mohammed and Nadkarni, 2011;
Zimbardo and Boyd, 1999). For example, ‘CEOs characteristically devote attention to
perceptions of the past, present, and future’ while making strategic decisions (Nadkarni
and Chen, 2014, p. 1810). People with a present orientation pay more attention to
stimuli that exert immediate consequences and plan with shorter time frames, while
people with a future orientation pay more attention to stimuli that exert results in
the long run and plan with longer-term frames (Mohammed and Nadkarni, 2011).
Although some people demonstrate a past orientation, CEOs mainly decide between
present and future situations and outcomes for their firms (Wang and Bansal, 2012).
Therefore, management research has primarily compared decision-makers’ present
and future orientations (Das, 1987; Mohammed and Nadkarni, 2011). Accordingly,
we compare how present and future orientations shape CEOs’ attention allocation
to competition in the social domain, as this allocation is triggered by industry peers’
CSR and CSiR.

The comparison and association effects of industry peers’ GSR and CSiR, respec-
tively, differ in temporal terms. An increase in peer firms’ CSR is likely to have translated
into their advantage already, given that comparison in the social domain has often been
facilitated, publicized, and promoted by third-party organizations through eye-catching
ranking and competition events (Li et al., 2022). For example, Lu Qiao at Yili Group
recalled:

In 2017, the Chinese Academy of Social Sciences initiated a CSR ranking event
among major dairy companies based on public information about their GSR actions.
Unfortunately, Yili was ranked number six while its direct competitor was ranked
number one. CEO Gang Pan, after hearing this news, pounded his desk angrily! This
ranking result, although unexpected given that Yili had made tremendous effort in
pursuing CSR, helped the CEO notice that industry peers had significantly improved
their GSR [and had already gained an advantage].

In contrast, the association effect triggered by industry peers’ CSiR takes time to occur,
because stakeholders need time to react. For example, environmental pollution has a
particularly slow legal consequence (Hart, 1995): it tends to result in the enactment of
stricter laws and regulations that raise environmental standards for all firms in the indus-
try, but this process is complex and time-consuming. For example, after the Volkswagen
emissions scandal, the European Union took several years to enact stricter laws for auto-
makers (Stearns, 2018).

As discussed above, future-oriented CEOs pay more attention to factors that can lead
to significant changes in situations and consequences in the future than to factors caus-
ing current situations and consequences (Nadkarni and Chen, 2014). Therefore, future-
oriented CEOs are likely to allocate a higher (lower) level of attention to industry peers’
CSiR (GSR), resulting in a higher (lower) probability of appointing CSOs.

© 2023 The Authors. Journal of Management Studies published by Society for the Advancement of Management Studies
and John Wiley & Sons Ltd.

8518017 SUOWILLIOD SA a1 3[edt[dde U Aq peusnob e sapile YO '8N J0 Sa|nJ 104 AR 8UIIUO A8]IM UO (SUOIPUCD-PUe-SWLBIALIOY" A | 1A Id 1BU1UO//SANY) SUORIPUOD pue SWwie | 8u) 89S *[,202/TT/82] Uo Akiqiauliuo A8|Im esaidwz aq oinisu| Uoiepund Aq 92621 SWOITTTT OT/I0p/w0o"A8|1mAkeiq1jput|uo//sdny Wwoly pepeojumod ‘v ‘v202 ‘98r9.9rT



1306 T. Wang et al.

Hypothesis 5a:  Future-oriented CEOs are less likely to appoint CSOs as industry peers
increase GSR.

Hypothesis 3b:  Future-oriented CEOs are more likely to appoint CSOs as industry peers
increase CSiR.

METHODS

We tested these hypotheses using conjoint experiments — a method proved to be
suitable for studying executives’ decision-making about firm strategies (Mitchell
et al., 2011; Priem, 1992), sustainability commitment (Bendell, 2017; Tarnanidis
et al., 2019; Weijters et al., 2014), the pursuit of entrepreneurial opportunities
(Lohrke et al., 2010; Shepherd and Zacharakis, 1999), and investment under un-
certainties (Murnieks et al., 2016; Warnick et al., 2018). In a conjoint experiment,
respondents make decisions based on a set of factor attributes, where the effect of
one factor can be estimated separately from that of others and the decisions (level 1)
are nested in each participant (level 2) (Murnieks et al., 2016; Warnick et al., 2018).
Conjoint experiments suit our study by capturing CEOs’ decisions ‘in use’ (Mitchell
et al., 2011; Priem, 1992), thus overcoming many limitations of introspection associ-
ated with the use of archival data (Wood et al., 2014).

STUDY 1
Sample

Study 1 is based on a sample of executives entering the EMBA program of China
Europe International Business School (CEIBS), a major business school in China.
All participants in this program must have held executive positions and about half
of them are CEOs or presidents in their organizations. We designed and sent a sur-
vey via Qualtrics to a total of 732 executives who were just enrolled in the EMBA
program before they took any courses (14 sections in the 2019-20 intakes). After
two weeks, with individual reminders by 14 class coordinators, we received a total
of 691 responses. The decisions of 84 responses did not reach the 0.45 threshold of
test—retest reliability between the original and replicated profiles (Kibler et al., 2017;
Patzelt and Shepherd, 2008; Shepherd et al., 2013), leaving us with a valid sample of
607 responses (282, 221, and 104 from the school’s Beijing, Shanghai, and Shenzhen
campuses, respectively).

This sample size surpasses that of most conjoint experiments (Lohrke et al., 2010), and
the response rate (83 per cent) is very high (Baruch, 1999; Baruch and Holtom, 2008), mit-
igating any potential response bias (Dillman, 2007). Given their extensive decision-making
experiences and the difficulty in engaging real executives in academic research, our sam-
pled executives are ideal for studying decision-making using conjoint experiments (Grégoire
et al., 2019; Hsu et al., 2017; Williams et al., 2019). Our primary data from their decisions
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also complement prior studies in the CSO literature that have mainly relied on secondary
data of large US corporations.

Research Instrument

Following the most common design in conjoint experiments (Haynie et al., 2009; Mitteness
et al., 2012; Shepherd et al., 2013; Warnick et al., 2018; Wood et al., 2014), our research
instrument consists of a task introduction, an experiment, and a post-experiment survey.
To provide common conditions for the participants, in the introduction section we asked
them to make the following assumptions before making decisions: (1) ‘As the CEO, you have
enough power to make the appointment decision, and your company will act according to
the decision’; (2) “The appointment of a CSO to handle CSR issues will cost a significant
amount of resources (i.e., a certain percentage of your company’s annual profits)’; (3) “There
are enough capable candidates for the CSO position, either appointed from within or re-
cruited externally’; (4) “The government encourages firms to be socially responsible’; and (5)
‘Each case in the experiment is independent, not related to the others’.

In the experiment section, we asked the respondents to accomplish a decision task by
evaluating a series of hypothesized profiles; they needed to judge each profile, which
is the combination of factor attributes represented by two levels (i.e., high versus low)
(Shepherd et al., 2013). To control for the potential ordering effect, we randomized the
order of profiles and randomly assigned participants to one of two experiment versions
with different attribute orders. In the post-experiment survey, we adopted established
scales and translated them from English to Chinese and then from Chinese to English to
ensure language accuracy (Brislin, 1970).

Before large-scale data collection, we conducted interviews and pretests to ensure content
validity and instrument clarity. We interviewed four executives, asking whether the decision
contexts in the experiment reflected the management reality they had experienced or were
likely to face, and whether the attributes represented key factors they considered in sustain-
ability decisions. We also asked them whether the decision task was clear, the explanation
of each attribute was understandable, and the two attribute levels were sufficiently different.
They answered affirmatively to these questions. We then carried out a pilot pretest with 89
different executives and did not find any issues with our research instrument.

Variable Measures

Probability of appointing a CSO. After describing each set of decision attributes, we asked
the respondents to report the probability of appointing a GSO for the focal firm using
a Likert scale ranging from 1 (low probability) to 7 (high probability), as other conjoint
studies have suggested (Murnieks et al., 2016; Warnick et al., 2018).

Industry peers” CSR and CSiR. We manipulated industry peers” CSR (CSiR) by stating one
of the four conditions listed in Table II: industry peers have recently engaged in a high
(or low) level of socially beneficial (or harmful) actions.

Predominant prevention focus. We first measured regulatory focus using the 18-item scale
developed by Lockwood et al. (2002), which was based on the theorization of Higgins (1997)
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Table II. Operationalization of independent variables (decision attributes)

Industry peers” GSR Engage a lot (high): Recently, you have noticed that your firm’s major
competitors engage in a lot of socially beneficial actions. They (either)
voluntarily protect the environment, (or) donate to local community to
solve health issues, (or) care for employees’ physical and mental health.

Rarely engage (low): Recently, you have noticed that your firm’s major
competitors rarely engage in any socially beneficial actions.

Industry peers’ CSiR Engage a lot (high): Recently, you have noticed that your firm’s major
competitors engage in a lot of socially harmful actions. They (either)
pollute the environment, (or) snatch health resources that are urgently
needed by the community, (or) abuse employees.

Rarely engage (low): Recently, you have noticed that your firm’s major

competitors rarely engage in any socially harmful actions.
Prosocial activism (level 1 Strong (high): Recently, you have noticed many people and Internet
covariate, in Study 1 only) celebrities posting online to show gratitude for firms engaging in socially

beneficial activities or condemn firms engaging in socially harmful
activities.

Weak (low): Recently, you have noticed few people and Internet celebrities
posting online about firms’ socially beneficial or harmful activities.

Industry peers” GSO pres- Have appointed: Most of your company’s industry peers have already
ence (in Study 2 only) appointed CSOs.
Have not appointed: Most of your company’s industry peers have not

appointed CSOs.

and used in other conjoint experiments (Mitteness et al., 2012). We amended some of the
items to pertain to the executive context instead of the academic context used in the original
scale. Tor example, we changed ‘I often worry that I will fail to accomplish my academic
goals’ to ‘T often worry that I will fail to accomplish my goals’. Respondents rated each of the
18 items on a Likert scale ranging from 1 (strongly disagree) to 5 (strongly agree). Cronbach’s
alpha was 0.73 for the nine promotion items and 0.78 for the nine prevention items. We
then followed Mitteness et al. (2012) and calculated predominant prevention focus by using the
net difference between the average score of the prevention items and that of the promotion
items. The higher the net difference, the more predominantly prevention-focused the CEO.

Control variables. Social and environmental activists on the Internet have played an
influential role in affecting firms’ prosocial behaviours (Luo et al., 2016). Because our
study examines industry peers rather than these activists, we controlled for the impact
of prosocial activism as a level 1 covariate (along with industry peers” CSR and CSiR) by
telling the respondents that Internet celebrities have recently engaged in a high (or low)
level of prosocial activism (see Table II).

At level 2, we controlled for age (1 =30years old or younger, 2 =31-40years old,
3=41-50years old, 4=>51years old or older), gender (male =1, female=0), education
(1 =high school, 2 =some college, 3 =bachelor’s degree, 4 =master’s degree, 5 =doc-
toral degree), and work experience (number of years), all of which can influence execu-
tives” decision-making (Hambrick and Mason, 1984). Because general and functional
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executives tend to consider different issues while making decisions (Menz, 2012), we
controlled for top position and assigned it a value of 1 for participants who were CEOs
or presidents of their real-life firms and O otherwise. Multinational enterprises have
demonstrated a strong tendency to appoint CGSOs (Peters et al., 2019). We thus con-
trolled for foreign ownershyp and assigned it a value of 1 for participants working for
foreign-owned enterprises or joint ventures and 0 otherwise.

Analyses and Results

The 607 participants made decisions on eight original and two randomly replicated
profiles, resulting in a total of 6070 observations (excluding the replicated profiles
would lead to qualitatively identical results). Partial replication, which is widely
adopted in conjoint experiments (Drover et al., 2017; Warnick et al., 2018), helps
check the test-retest reliability without asking participants to make too many deci-
sions. The means of the dependent variable for the two sets of profiles were 4.80
and 4.82, and their difference was not significant (t=—0.83, p>0.10). The test-retest
correlation was 0.93 (p<0.001), suggesting that the respondents provided reliable
responses and understood our manipulation of the decision attributes (Green and
Srinivasan, 1990).

Table IIT presents descriptive statistics and correlations among the level 2 vari-
ables (the level 1 variables had zero correlations). We employed hierarchical linear
modelling (HLLM) to test our hypotheses, standardizing level 2 predictors to simplify
interpretation. Model 1 in Table IV contains control variables only. In Model 2, the
cocfficient of industry peers’ CGSR was positive and significant (f=0.55, p<0.001),
with an effect size of 7 per cent (Cohen’sz). The coefficient of industry peers” CSiR
was also positive and significant (=0.57, p<0.001), with an effect size of 7 per cent
(Cohen’s f2) Therefore, CEOs were likely to appoint a CSO when they perceived
that industry peers had increased either CSR or CSiR, supporting Hypothesis la and
Hypothesis 1b.

Model 3 shows that CEOs’ predominant prevention focus positively moderates
the effect of industry peers’ CGSR on the probability of appointing a CGSO (§=0.11,
p<0.01), with an effect size of 0.3 per cent (Cohen’sf2). The left side of Figure 1
illustrates that the marginal effect of industry peers” GSR on the probability of ap-
pointing a CSO increases as GEO predominant prevention focus increases, support-
ing Hypothesis 2a. CEOs’ predominant prevention focus negatively moderates the
effect of industry peers’ CSiR on the probability of appointing a GSO (B=-0.10,
p <0.001), with an effect size of 0.3 per cent (Cohen’s f%). The right side of Figure 1
demonstrates that the marginal effect of industry peers’ CSiR on the probability of
appointing a GSO decreases as CEO predominant prevention focus increases, sup-
porting Hypothesis 2b.

STUDY 2
To test Hypotheses 3a and 3b, we conducted Study 2 by adding a measure of CEOs’ fu-

ture orientation in the post-experiment survey. We also adjusted our research instrument
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Table IV. HLM on the probability of appointing a CSO (Study 1)
Model 1 Model 2 Model 3

Intercept 4] @k 3.62%F* 3.62%x
Control variables

Age 0.10 (0.14) 0.09 (0.16) 0.09 (0.16)

Gender 0.07 (0.16) 0.05 (0.18) 0.05 (0.18)

Education —0.05 (0.06) —0.07 (0.06) —0.07 (0.06)

Work experience —0.08 (0.15) —0.04 (0.19) —0.04 (0.19)

Top position —0.02 (0.14) —0.01 (0.16) —0.01 (0.16)

Foreign ownership 0.40 (0.09)** 0.40 (0.17)* 0.40 (0.17)*

Prosocial activism for GSR 1.04 (0.03)*#* 1.03 (0.02)*** 1.03 (0.02)***

Predominant prevention focus (PPF) 0.01 (0.06) 0.02 (0.06)

Main effects
Industry peers” CSR
Industry peers” CSiR

0.55 (0.04)%*
0.57 (0.07 )+

0.55 (0.04)%+
0.57 (0.07 )+

Interactions
Industry peers” CSR X PPF
Industry peers” CSiR X PPF —0.10 (0.03)***
Observations N=607,n=6070 N=607,n=6070 N=607,n=6070
R-squared 17.6% 28.0% 28.4%

0.11 (0.04)*

Note: Standardized regression coefficients (robust standard errors).
*p<0.05; ¥ p<0.01; #¥*p<0.001, two-tailed tests.

to overcome several limitations of Study 1, by (1) including whether industry peers have
already appointed CSOs as a level 1 covariate to account for the imitation reaction re-
ported in extant studies (Cao et al., 2019; Li et al., 2022); (2) including additional level
2 covariates (the CGSR and CSiR of participants’ real-life firms and whether they were
founders of these firms); (8) increasing the number of replicated decision profiles (from
25 per cent to 50 per cent) to further emphasize test—retest reliability; (4) removing the
assumption that the government encourages CSR (to make participants concentrate on
industry peers rather than the government); (5) adding an assumption that prosocial ac-
tivism 1s normal and removing it as a level 1 covariate (to avoid doubling the number of
decision profiles); and (6) adding an assumption that the focal firm’s social performance
is average for its industry.

Sample

We designed and sent a survey via Qualtrics to a total of 201 executives enrolled in the
2022 EMBA intake at CEIBS (three sections in a cohort). After two weeks, we received
182 responses with individual reminders by three class coordinators. The decisions of 31
responses did not reach the 0.45 threshold of test-retest reliability between the original
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Figure 1. The marginal effects of industry peers’” CSR and CSiR on the probability of appointing a GSO
across different levels of CEOs’ predominant prevention focus (PPF)

and replicated profiles, leaving us with a valid sample of 151 responses (53, 48, and 50
from the school’s Beijing, Shanghai, and Shenzhen campuses, respectively) and a re-
sponse rate of 75 per cent.

Additional Variable Measures

Future onentation. We measured future orientation using the 12-item scale validated in
previous studies (Mohammed and Nadkarni, 2011; Strathman et al., 1994). Cronbach’s
alpha was 0.76, indicating good consistency.

CSR and CSiR of real-life firms. In the post-experiment survey, we asked the participants
to evaluate their real-life firms’ CSR and CSiR using a Likert scale that ranges from 1
(much lower than the industry average) to 7 (much higher than the industry average).

Founder status. 'Through interviews, we noticed that entrepreneurs demonstrated greater
attention to competition in the economic than in the social domain. Therefore, we
controlled for the potential impact of founder status and assigned it a value of 1 for
participants who reported being founders or cofounders of their real-life firms and 0
otherwise.

Analyses and Results

The 151 participants made decisions on eight original and four randomly replicated
profiles, resulting in a total of 1812 observations (excluding the replicated profiles
would lead to qualitatively identical results). The means of the dependent variable for
the two sets of profiles were 4.75 and 4.72, and their difference was not significant
(t=0.53, p>0.10). The test-retest correlation was 0.92 (p <0.001), indicating high
reliability.

Table V presents descriptive statistics and correlations among the level 2 variables.
We again employed HLM to test our hypotheses, standardizing level 2 predictors to
simplify interpretation. As Table VI reports, we first replicated Study 1. The main
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Table VI. HLM on the probability of appointing a CSO (Study 2)

Model 4 Model 5 Model 6 Model 7
Intercept 2.90%* 2.90* 2.90* 2.89%
Control variables
Age —0.30 (0.15)* —0.30 (0.15)* —0.30 (0.15)* —0.31 (0.15)*
Gender 0.19 (0.24) 0.18 (0.24) 0.18 (0.24) 0.18 (0.24)
Education —0.14 (0.17) —0.14 (0.17) —0.14 (0.17) —0.13 (0.17)
Work experience 0.53 (0.20)** 0.53 (0.20)** 0.53 (0.20)** 0.55 (0.21)**
Top position —0.16 (0.58) —0.16 (0.58) —0.16 (0.58) —0.17 (0.58)
Foreign ownership 0.00 (0.08) 0.00 (0.08) 0.00 (0.08) 0.00 (0.07)
CSR of real-life firms 0.18 (0.20) 0.18 (0.20) 0.18 (0.20) 0.18 (0.20)
CSiR of real-life firms —0.02 (0.01)* —0.02 (0.01)* —0.02 (0.01)* —0.02 (0.01)*

Founder status —0.13 (0.04)***

Industry peers” CSO 0.74 (0.1 1)***

presence

Predominant prevention 0.09 (0.07)
focus (PPF)

Future orientation (FO) 0.31 (0.14)*

Main effects

Industry peers” CSR 0.54 (0.07)***
Industry peers’ CSiR 0.55 (0.15)***
Interactions

Industry peers” CSR X PPF

Industry peers” CSiR x PPF

Industry peers” CSR X FO

Industry peers’ CSiR x FO

Industry peers” CSR x GSO

Industry peers’ CSiR x CSO

Observations N=151,
n=1812
R-squared 15.1%

~0.13 (0.04)%*
0.74 (0.11y%+*

0.08 (0.07)

0.31 (0.14)*

0.54 (0.07)%*
0.55 (0. 14+

0.08 (0.03)
~0.13 (0.04)x

N=151,
n=1812

15.4%

~0.13 (0.04)*#*
0.74 (011

0.09 (0.07)

0.33 (0.15)

0.54 (0.06)s+*
0.55 (0. 14w

~0.15 (0.06)*
0.08 (0.02)+*

N=151,
n=1812

15.4%

~0.13 (0.04)%*
0.81 (0.13)%k*

0.08 (0.08)

0.31 (0.15)*

0.32 (0.11)%
0.85 (0.18)%*

0.44 (0.11 )%+
~0.60 (0.07 )%

N=151,
n=1812

16.5%

Note: Standardized regression coefficients (robust standard errors).

*p<0.05; #p <0.01; ¥*p <0.001, two-tailed tests.

effects of industry peers’ GSR and CSiR (Model 4) and the moderation effects of
CEOs’ predominant prevention focus (Model 5) were all consistent with the findings

of Study 1.

Model 6 shows that CEOs’ future orientation negatively moderates the effect of industry
peers” GSR on the probability of appointing a CSO (f=-0.15, p<0.05), with an effect
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Figure 2. The marginal effects of industry peers’” CSR and CSiR on the probability of appointing a CSO
across different levels of CEOs’ future orientation (FFO)

size of 0.3 per cent (Cohen’s /°). The left side of Figure 2 illustrates that the marginal effect
of industry peers’ GSR on the probability of appointing a CSO decreases as CEOs’ future
orientation increases, supporting Hypothesis 3a. CEOs’ future orientation positively mod-
erates the effect of industry peers’ GSiR on the probability of appointing a GSO ($=0.08,
p<0.001), with an effect size of 0.1 per cent (Cohen’s /°). The right side of Figure 2 demon-
strates that the marginal effect of industry peers’ CSiR on the probability of appointing a
CSO increases as CEOs’ future orientation increases, supporting Hypothesis 3b.

Additional Findings

As Models 4 through 7 report, industry peers’ CSO presence increases the likelihood
of appointing a CSO. This finding suggests that the focal firm’s CEO tends to appoint
a GSO simply because most industry peers have appointed GSOs, which is consistent
with previous findings about imitation reaction in firms’ competition for stakehold-
ers” approval (Cao et al., 2019; Li et al., 2022). However, because the main effects of
industry peers’ CSR and CSiR and the moderation effects of CEOs’ predominant
prevention focus and future orientation are still significant after industry peers’ GSO
presence is controlled (Models 4-6), CEOs’ decisions on CSO appointment are not
merely imitative.

Moreover, our theory implies that a CEO tends to attribute industry peers’ social per-
formance to their GSOs. If so, then an increase in GSR (CSiR) by industry peers with
CSOs should strengthen (weaken) the CEO’s decision to appoint a GSO. As Model 7 re-
ports, the interaction term of peers’ CSO presence and CGSR produced a positive coeffi-
cient (3=0.44, p<0.001), suggesting that the CEO is more likely to appoint a CSO when
she observes that industry peers with GSOs show increased social performance. In con-
trast, the interaction term of peers’ GSO presence and CSiR produced a negative coetti-
cient (8=—0.60, p<0.001), indicating that the CEO 1s less likely to appoint a CSO when
she observes that industry peers with CGSOs show decreased social performance. Overall,
these interaction effects further support our theory that the CEO attributes peers’ CSR
and CSiR to their CSO presence and then decides whether to appoint a CSO.
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DISCUSSION

‘What would it mean for companies to make sustainability part of their DNA?’ (Kiron
et al., 2012, p. 74). The composition and structure of a firm’s TMT to a large degree
define its DNA, given that the organization is essentially ‘a reflection of its top managers’
(Hambrick and Mason, 1984, p. 193). Therefore, appointing a CSO can make sustain-
ability part of the firm’s DNA. Because this structural change in the TMT can shift the
firm’s values towards sustainability and bring in the needed expertise in sustainability
(Gupta et al., 2021; Peters et al., 2019), it should affect the firm’s sustainability commit-
ment in the long run.

CEO Attention Allocation to Industry Peers’ CSR and CSiR

By distinguishing CEOs’ attention allocation to industry peers’ GSR and CSiR, we
contribute to the CSO literature by revealing CEOs’ comprehensive consideration
of CGSO appointment. As we note above, previous research on peer effects has ex-
amined the imitation reaction to industry peers’ relatively better social performance,
such as winning CSR awards (Li et al., 2022) or passing CSR proposals in board
meetings (Gao et al., 2019). However, if imitation were the only or primary driver
of CSO appointment, appointing a CGSO should be less necessary as industry peers
have increased their GSiR. In fact, industry peers’ worsened social performance (e.g.,
scandals) puts them at a comparative disadvantage (Piazza and Jourdan, 2018), so the
focal firm does not need to make a strategic change by appointing a GSO to outcom-
pete peers.

Nevertheless, a CEO may consider industry peers’ CSiR an opportunity to adopt a
CSR-based competition strategy (i.c., to take advantages of peers in trouble) and appoint
a CSO to pursue the strategy effectively. In that case, the CEO’s promotion focus should
positively moderate the effect of industry peers” GSiR on the probability of appointing
a GSO. This is because promotion-focused CEOs, other things being equal, are more
likely to consider peer firms’ CSiR as one of the many opportunities they seek to exploit.
The interaction term between industry peers’ CSiR and CEO promotion focus exerted a
positive but non-significant coefficient with the probability of appointing a CSO in both
Study 1 and Study 2 (results are available upon request), suggesting that the CEO 1is likely
to appoint a GSO to cut associations with irresponsible peers rather than to outcompete
them.

The Broader Impact of CEO Regulatory Focus and Temporal
Orientation

Our findings also broaden regulatory focus theory by demonstrating that CEOs’ regula-
tory focus can affect their decisions in the social domain. Strategy researchers have found
that CEOs’ regulatory focus critically affects business strategies (Gamache et al., 2015;
Kammerlander et al., 2015; Scoresby et al., 2021), most particularly risk-taking (Mount
and Baer, 2022). We extend recent research on the implications of CEO regulatory foci
for prosocial decisions (Gamache et al., 2020; Li et al., 2021) by providing evidence that
CEOs’ regulatory focus makes them react differently to industry peers’ CSR and CSiR.
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Predominantly prevention-focused CEOs are more likely to catch up with responsible
peers but less likely to stay away from irresponsible peers, adding novel and nuanced
insights into regulatory focus theory.

Researchers have tended to use a long-term orientation at the firm level to investigate
firms” CSR actions and the financial returns of those actions (Wang and Bansal, 2012).
We find two specific effects of CEOs’ future orientation: CEOs with a future orientation
are more likely to appoint CSOs in different decision scenarios (see Models 4-7); and
they are more likely to appoint CGSOs as industry peers increase CSiR (see Model 6).
Therefore, future orientation is a particularly unique and valuable attribute in that
future-oriented CEOs are less likely to follow irresponsible peers.

CSO Appointment in China

We also contribute to the GSO literature by exploring GSO appointment in China. Our
conjoint experiments indicate that executives in China have been increasingly aware of
social and environmental issues in management. In addition, we conducted eight post-
experiment interviews with CEOs participating in Study 2, focusing on why they would
decide to appoint a CGSO by linking with their real-life experiences. As summarized in
Appendix 1, the comparison and association effects were reflected in these interviews.
Furthermore, other rationales such as organizational learning (CEO B), financial con-
straints (CEO C), organizational mission (CEO G), and configuration of various factors
(CEOs A, E, and F) also emerged. Because these rationales have not been reported in
extant GSO studies of large US corporations, Chinese CEOs might have unique consid-
erations in their decisions on CSO appointment.

Managerial Implications

Our study offers managerial implications for CEOs, corporate boards, and potential
CSO appointees. Our findings suggest that CEOs can use industry peers” GSR and
CSiR as cues for their decision-making regarding CSO appointment. When industry
peers increase their CSR, appointing a CGSO can help the focal firm catch up with the
responsible peers. When industry peers increase their CSiR, appointing a CGSO can
help the focal firm stay away from the irresponsible peers. In either case, reaction to
industry peers is a crucial factor that CEOs should consider while deciding to appoint
CSOs.

Our findings also suggest that predominantly prevention-focused CEOs are more (less)
likely to appoint GSOs as industry peers increase GSR (CSiR), and future-oriented CEOs
are more (less) likely to appoint CSOs as industry peers increase CSiR (CSR). Although
these CEO attributes provide vital information for self-recognition, they are more valu-
able for corporate boards to search for appropriate CEO candidates. When industry
peers engage in more CSR activities, we suggest that corporate boards consider giving
more opportunities to CEO candidates with a predominant prevention focus, who will be
more likely to appoint GSOs to catch up with the responsible peers. When industry peers
engage in more CSIR activities, we suggest that corporate boards consider giving more
opportunities to CEO candidates with a future orientation, who will be more likely to
appoint CSOs to stay away from the irresponsible peers. Overall, corporate boards should

© 2023 The Authors. Journal of Management Studies published by Society for the Advancement of Management Studies
and John Wiley & Sons Ltd.

8518017 SUOWILLIOD SA a1 3[edt[dde U Aq peusnob e sapile YO '8N J0 Sa|nJ 104 AR 8UIIUO A8]IM UO (SUOIPUCD-PUe-SWLBIALIOY" A | 1A Id 1BU1UO//SANY) SUORIPUOD pue SWwie | 8u) 89S *[,202/TT/82] Uo Akiqiauliuo A8|Im esaidwz aq oinisu| Uoiepund Aq 92621 SWOITTTT OT/I0p/w0o"A8|1mAkeiq1jput|uo//sdny Wwoly pepeojumod ‘v ‘v202 ‘98r9.9rT



1318 T. Wang et al.

consider industry peers and CEO attributes together while recruiting CEOs to compete
in the social domain.

Finally, our findings provide valuable information for potential GSO appointees. Given
the increasing need for GSOs (Gupta et al., 2021; Weinreb Group, 2011, 2021), we expect
more career opportunities to be available for interested executives to become CSOs. Our
findings suggest that these opportunities are likely to emerge in industries in which firms
demonstrate heterogeneous social performance (e.g., some engage in more CSR and others
engage in more CSIR activities). Under such situations, GEOs’ perceived importance and
urgency of appointing GSOs will increase. Our interviews suggest that CEOs may appoint
CSOs by considering other factors such as organizational learning, financial constraints,
and organizational mission (see Appendix 1), to which we also suggest potential CSO ap-
pointees pay attention when searching for CSO position opportunities.

Limitations and Future Research

This study has two sets of limitations that deserve further discussion. First, conjoint exper-
iments remain an artificial setting. We hypothesize that CEOs’ attention allocation is trig-
gered by industry peers’ CSR and CSiR through a comparison and an association effect,
respectively. In our conjoint experiments, however, we cannot directly test these effects. The
small effect sizes for the cross-level moderation effects of CEOs’ predominant prevention
focus and future orientation may also relate to the method. Our conjoint experiments forced
quick decisions, so participants’ motivational attributes may not have exerted their full ‘nor-
mal’ effects. We encourage researchers to explore new designs to overcome this limitation
— for example, a study that allows CEOs to make CSO appointment decisions over a long
period so that the effects of their motivational attributes can be fully surfaced.

Second, our empirical setting requires careful considerations to generalize our findings
to other executives and economies. Our sampled executives were familiar with decision-
making and understood the decision contexts well, but about half of them were not CEOs
or presidents in their real-life firms. While making decisions in the conjoint experiments, they
might have also considered unique institutions and stakeholders in China, which are likely
to differ from those in other countries and economies. Because institutions and stakeholders
in society play essential roles in affecting firms’ CSR efforts and consequences (Brower and
Dacin, 2020; Doh and Guay, 2006; Risi and Wickert, 2017; Wickert, 2021), our study comes
with the caveat that the findings may not be generalizable to all other regions and cultures.

Conclusion

Analysing 7882 decisions made by 758 executives in two conjoint experiments, we find
that CEOs are likely to appoint CSOs when industry peers increase either GSR or CSiR.
We also find that the effect of industry peers’ CSR (CSiR) on the probability of appoint-
ing a GSO is stronger (weaker) for CEOs with a predominant prevention focus and is
weaker (stronger) for CEOs with a future orientation. Finally, we aim to convey a key
message: GSO appointment is an important way to shift a TM'T’s values towards sus-
tainability and bring in previously absent expertise in sustainability, and thus should be
considered by all CEOs.
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APPENDIX 1

CSO appointment rationales

T. Wang et al.

CEOs  Comparison effect

Association effect

Other rationales

A If industry peers do a good job in
CSR, it means that they have
paid a lot of attention to social
and environmental issues. They
have received positive feedback
from society in all aspects. If
our firm is not doing enough
[compared with peers], we
must keep up with them, and
keep up with them quickly.
This is the reason for my deci-
sion [to appoint a CSO].

C I will pay close attention to my
industry peers. If they are
doing good things, I want to
chase them. But if they are
doing bad things, I do not
think I need to compare or
imitate them.

D If other companies have done
some good things, such as
taking good care of their
employees or communities, we
will thank them but also want
to compete with them to show
that we can do good as well.

If industry peers have

been socially irrespon-
sible, we should also set
up this position [CSO].
We need a CSO to avoid
the related negative
impact.

If an industry peer gets

worse in social perfor-
mance, then in my per-
ception, it would cause
some negative impact on
the whole industry such
as an overall negative
image.

We will pay attention to

peers’ CSiR because

it will have a negative
effect on our company
indirectly. For example,
our competitors had
damaged the ocean

in the past years, and
insurance companies
will increase premiums
for most firms in the
industry.

I think my decision on CSO
appointment is a result of
considering a combination
of various factors.

We will learn from industry
peers if they are doing
good, and we will also
analyse the reasons for
them doing bad things.
[Appointing a CSO helps
us analyse and learn from
industry peers].

When my company is doing
well, I might be able to
spend a large portion of
spare funds every year
on sustainability, and we
are likely to need a CSO
to do that. But when my
company is not doing well,
I could not pay attention to
this [CSO appointment].

(Continued)
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APPENDIX 1 (Continued)

Comparison effect

Association effect

Other rationales

If industry peers have done good
things, we will analyse them.
For example, if they participate
more in public welfare and
have positive impact on society,
we will analyse whether this is
the cause or the consequence.
We want to understand what
kind of relationship is between
their CSR and competitive-
ness in the market. If this thing
[CSR] can add a competitive
edge, I will be inclined to con-
sider appointing a CSO.

Those responsible peers are not
only my opponents but also
positive role models. When

I see that they are doing the
right thing, I will accelerate the
synchronization of the deci-
sions and actions that I have
learned from them. Certainly,
appointing a CSO will help me
do so effectively.

Peers” CSiR will certainly
have a negative effect on
the industry; in fact, this
has already occurred in
our industry. And I be-
lieve that having a CSO
should help mitigate this
effect.

When I see that they [peer
firms] are doing the
wrong thing [CSiR],
I'need to establish
distance from them [by
appointing a CSO].

Industry peers” CSR and
CSiR will attract my
attention, but the most
important thing is that I
will look at what they want
to achieve, how they think,
and what has caused their
changes in CSR and CSiR.
I will then decide whether
to appoint a CSO for my
own company by consider-
ing all these.

We cannot follow the trend
or just imitate others to
appoint a CSO. The source
of each firm’s competitive
advantage 1s different, the
logic of doing things is
different, and the business
model is also different.
Therefore, even if industry
peers have appointed
CSOs, we may not neces-
sarily do the same. I will
consider many factors to
see whether we need to do
this [appointing a CSO].

From a long-term perspective,
I believe that any responsi-
ble company, or a company
that has its own mission
and plans to become a sus-
tainable organization, will
do it [appointing a CSO].

(Continued)
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APPENDIX 1 (Continued)

CEOs  Comparison effect Association effect Other rationales

H Our opponents [private
hospitals] have caused a
lot of harms on society,
and we are deeply
concerned with them.
Their bad deeds will not
do us any good, making
it difficult for our busi-
ness because the public
and other stakeholders
tend to think that we are
similar.

Note: The participants were CEOs of their real-life firms from various industries (e.g., global shipping,
private hospitals, manufacturers, and others). Each interview lasted about 30 minutes, focusing on why they
decided to appoint a CSO in Study 2 by linking with their real-life experiences.
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