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For the last decade, academia and business together have paid considerable attention to corporate social
responsibility (CSR). In the past, most have focused on the relationship between CSR and firm performance,
but the former's influence on the latter has remained inconclusive at best. This inconsistency may arise
because firms engage in CSR activities for different motivations. That is, not all firms pursue CSR
activities for economic or financial purposes. A firm may participate CSR for non-economic or social
motivations. In this paper, we thus investigate the antecedents of CSR, particularly non-economic or
social motivations for CSR. Thus, we focus on CEO hubris as an antecedent of CSR and attempt to
answer the following two related questions: First, how CEO with a hubris affects CSR? Second, which
types of CSR does hubristic CEOs focus on? We examined 178 firms in South Korea and our results
showed that CEO with a hubris is positively related to CSR. Of particular interest was our finding that
hubristic CEOs focused on CSR activities that targeted secondary rather than primary stakeholders.
While these activities for CSR targeting secondary stakeholders have less direct relationship to corporate
survival and financial performance, hubristic CEOs use these activities to project themselves confidently.
This action indicates that a hubristic CEO uses CSR activities as a means to attract public attention and
thereby satisfy his or her narcissistic needs.

Key words: CEO hubris, CEO narcissism, CEO overconfidence, CSR

| . Introduction been defined as actions undertaken by a firm
that appear to advance or accept promotion

of a certain degree of social good beyond the

For the last decade, the field of academics
and practical businesses together have paid
considerable attention to corporate social re-
sponsibility (CSR) in South Korea as well as

in other advanced countries. The CSR has

immediate interests of the firm and its share-
holders, and beyond that required by law
(Waldman, Siegel, and Javidan, 2006). Until
recently, the prevailing view in South Korea

has been that a firms sole responsibility was
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to manufacture high-quality products at a
low cost. However, the CSR has become greater
importance because of strong, growing demand
for economic democratization. In addition,
Korean firms face both national and interna-
tional regulative pressure to adopt more so-
cially responsible activities(Kim, Amaeshi,
Harris, and Suh, 2013). For example, the case
of Namyang Dairy, South Korea's leading
dairy company, revealed the negative con-
sequences that may occur when firms do not
undertake CSR activities properly.” Namyang
Dairy faced its worst crisis ever after a group
of its wholesalers staged a protest in May
2013 accusing the company of forcing its
sales agents to buy more products near their
expiration date than they needed. The Korea
Fair Trade Commission(KFTC) found that
Namyang Dairy abused its power when it
dealt with 1,849 sales agents nationwide
between 2007-2013. The scandal ignited a
nationwide controversy over abusive business
practices. After this scandal, the firm's sales
dropped dramatically to 30~50 percent in
comparison to the same quarter the year be-
fore, causing its market share to plummet.
This scandal has given a serious warning to
Korea firms, demonstrating what can happen
when firms only pursue profits and do not
seek to fulfill their social responsibilities.

In the field of academia, research on CSR

has been increasing as well. Aguinis and
Glavas(2012) reported that nearly 600 ar-
ticles pertaining to CSR have been published
in major journals from 1990-2011. And the
number of articles published per year also
has been increased revealing an increasing
interest in the topic over time. A great part
of prior literature on CSR has concentrated
on the economic consequence of CSR(Basu and
Palazzo, 2008: Margolis and Walsh, 2003).
These research shows that the effects of CSR
on a firm’s financial performance are at best
inconsistent(Vogel, 2006; Lee, 2008: Aguinis
and Glavas, 2012). This may be partly due
to the fact that prior literature does not con-
sider the different motivations for engaging
in CSR. Some firms may participate in CSR by
non-economic or social purposes while other
firms engage in CSR to promote economic
performances. The firm engages in CSR by
non-economic or social purposes may pursue
quite different types of CSR activities com-
pared to firms participating CSR by economic
purposes. For this reason, the economic con-
sequences of CSR may be different among firms.

In this paper, we thus focus on the ante-
cedents of CSR, particularly non-economic or
social motivations for CSR, rather than the
consequences of CSR. By doing so, this paper
attempts to contribute to more comprehensive

understanding about CSR. Most prior research

1) “Namyang Dairy sales plunge after scandal’ 6/10/2013, The Korea Herald: “Namyang Dairy to face prosecutors
investigation” 7/8/2013, The Korea Herald: “Namyang faces widespread boycott” 5/8/2013, The Korea Times
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in non-economic or social motivations for
CSR examines the effects of CEO's personal
characteristics on CSR. These research shows
that the extent of an individual firm's CSR
engagement varies according to the CEO's
personal values(Agle, Mitchell, and Sonnenfeld,
1999: Godos-Diez, Fernandez-Gago, and
Martinez-Campillo, 2011), leadership style
(Waldman et al., 2006; Du, Swaen, Lindgrees,
and Sen, 2012), knowledge about CSR(Weaver,
Trevino, and Cochran, 1999), and demographic
traits(Mudrack, 2007; Manner, 2010). Extending
this stream of research, we focus on CEO hu-
bris as an antecedent of CSR and attempt to
answer the following two related question:
First, does a hubristic CEO pursue CSR more
actively than a non-hubristic CEO? Second,
if so, on which type of CSR does the hubristic
CEO place more emphasis.

Emphasizing the narcissistic aspect of CEO
hubris, this paper argues that a hubristic
CEO actively participates in CSR than a
non-hubristic CEO since CSR is a powerful
tool for satisfying his or her narcissistic needs.
In order to further confirm the above argu-
ment, this paper examines and compares the
effects of the following two types of CSR:
First, CSR that addresses primary stakeholders
such as shareholders, employees, suppliers
and customers. Second, CSR that concerns
secondary stakeholders including philanthropy,
environmental protections and social contributions.

In general, the latter type of CSR is less re-
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lated to a firm's direct survival or financial
performances, but more related to gaining
public attention than the former type of CSR.
Thus, this paper claims that a hubristic CEO
actively engages in CSR activities that target
secondary stakeholders to satisfy his or her
narcissistic needs. We will first explain the
background of CSR and CEO hubris, then ex-
plore the effects of CEO hubris on CSR. The

results and discussions will be followed.

Il. Theoretical Background

2.1 Corporate Social Responsibility

Traditionally, the responsibility of the firm
has been limited to economic aspects which is
maximizing shareholder's wealth. However,
after Bowen(1953) offered an initial definition
of the social responsibilities of business people
as the obligations of businessmen to pursue
those policies, to make those decisions, or to
follow those lines of action which are desir-
able in terms of the objectives and values of
our society’, an active debate on CSR has
started, extending the responsibilities of firms
to broad realm.

In the early period, CSR emphasized nor-
mative aspects that firms should pursue CSR
despite the firm may have no economic bene-
fits(that is boosting shareholder’s wealth)
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from it. However, business and in academic
both began to realize that CSR may have pos-
itive aspects as well as normative. The CSR
may boost firm's financial performance(Posnikoff,
1997), reduce firm risk(Bansal and Clelland,
2004), enhance firm's reputation(Fombrun
and Shanley, 1990), used as a mean of re-
cruiting and retaining high quality workers
(Turban and Greening, 1997), or can be a
source of opportunity, innovation, and com-
petitive advantage(Porter and Kramer, 2006).
As noted, the concept of CSR has been ex-
panded from normative aspect to containing
both normative and positive.

Hence, the concept of CSR is inherently
vague and complicated, resulting in very mixed
research on the antecedents and consequences
of CSR. If a firm pursues CSR for economic
purposes, the financial performance may re-
sult positively whereas a firm promotes CSR
for social purposes may have no relationship
with firm's financial performance. Therefore,
it is necessary to classify CSR activities with
the criteria of whether the activity is more
related to firm's financial performance and
survival or not. Doing so, we can examine the
motivations and financial consequences of
CSR more clearly. In this regard, researchers
have typologies of CSR in various ways to de-
scribe the complex phenomenon of the CSR.
For example, Angus-Leppan, Metcalf, and
Benn(2010) categorized two types of CSR:

‘explicit’ and ‘implicit.” While the former is
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voluntary and implemented as a result of a
corporation’s deliberate and often strategic
decisions, the latter results from strong norms
and is embedded within business-society-
government relations of a political system.
Waldman et al.(2006) formulated two cate-
gories of CSR, ‘strategic and ‘social based on
whether each set of CSR activities relates
more clearly to the firm's competitive strategy.
Strategic CSR is more clearly related to the
firm’s competitive strategy whereas social CSR
appears to be based more on the concern of
social issues. Husted and de Jesus Salazar
(2006) distinguished three types of CSR based
on a firm's motivation. They differentiated
between ‘altruism, ‘enforced egoism and
‘strategic intent.” Windsor(2006), on the other
hand, distinguished between ‘economic and
‘ethical’ CSR and formulated a concept of cor-
porate citizenship. Halme and Laurila(2009)
categorized CSR based on actions such as
‘philanthropy, ‘integration” and ‘innovation.’
More recently, researchers have categorized
CSR activity based on its aims. Godfrey,
Merrill, and Hansen(2009) categorized it based
on whether it targets ‘primary or ‘secondary
stakeholders. Despite various titles, above
examples, all have something in common. That
is, researchers have categorized CSR activ-
ities by criteria of whether the activity di-
rectly related to the firms survival or finan-
cial performance. For example, explicit(Angus-
Leppan et al., 2010), strategic(Waldman et
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al., 2006), strategic intent(Husted and de
Jesus Salazar, 2006), economic(Windsor, 2006)
and integration/innovation(Halme and Laurila,
2009) are all directly related to firm's survival
or financial performance whereas implicit
(Angus-Leppan et al., 2010), social(Waldman
etal., 2006), altruism/enforced egoism(Husted
and de Jesus Salazar, 2006), ethical(Windsor,
2006) and philanthropy(Halme and Laurila,
2009) are less directly related to firm's sur-
vival or financial performance. In this stream,
we categorize CSR by for whom the CSR ac-
tivities focus. The CSR focusing on the pri-
mary stakeholders(e.g., shareholders, employ-
ees, customers, and suppliers) is directly re-
lated to firm's financial performance, and
survival whereas the CSR targeting on the
secondary stakeholders(e.g., communities,
government, environment) is not. Therefore,
we can examine detailed motivations for pur-
suing CSR.

2.2 CEO Hubris

The word “hubris,” derived from Greek myth-
ology, refers to cognitive bias and behavior
that can influence an individual's decisions
(Kahneman, Slovic, and Tversky, 1982).
Specifically, it is an individual's exaggerated
belief in his or her judgment that may de-
viate from objective standards(Hayward and
Hambrick, 1997: Hiller and Hambrick, 2005:
Hayward, Shepherd, and Griffin, 2006). CEO
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hubris is defined as a CEQ’s exaggerated
self-confidence or pride(Seth, Song, and Pettit,
2000; Hiller and Hambrick, 2005).
Rol1(1986) argued that takeovers occur be-
cause bidding managers affected by hubris
overestimate their ability to manage the tar-
get firm, and hence overpay for an acquisition.
His arguments led to a series of related
studies. Previous studies examined the im-
pact of CEO hubris in three ways:(1)firm
strategy, (2)firm performance and (3)financing
decisions. First, they examined the impact of
CEO hubris on a firm's decisions or strat-
egies, such as risk-taking or acquisition pre-
miums(Roll, 1986; Hayward and Hambrick,
1997: Seth et al., 2000; Simon and Houghton,
2003: Doukas and Petmezas, 2007; Kau, Linck,
and Rubin, 2008; Malmendier and Tate, 2008;
Li and Tang, 2010). For example, in the
mergers and acquisitions context, Hayward
and Hambrick(1997) show that hubris-infected
acquiring CEOs offer higher bid premiums for
targets and that the post-acquisition per-
formance of their firms is worse than that of
the firms of their non-hubristic counterparts.
Li and Tang(2010) argue that in results on
CEO hubris, narcissism, and overconfidence,
respectively, firms run by CEOs with these
tendencies engage in more risk-taking than
other firms. Malmendier and Tate(2008) show
that overconfident CEOs make more acquis-
itions than non-overconfident CEOs and that

the markets react less favorably to these
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acquisitions. In a study of high-technology
firms, Simon and Houghton(2003) found that
overconfidence was positively related to the
degree to which product introductions were
pioneering(risky). Haywardet al.(2006) de-
velop a hubris theory of entrepreneurship to
explain why so many new ventures are cre-
ated in the shadow of great venture failure
rates. Tang, Qian, Chen, and Shen(2015) es-
tablish a link between CEO hubris and CSR.
They argue that CEO hubris is negatively re-
lated to a firm’s socially responsible activ-
ities but positively related to its socially irre-
sponsible activities. Doukas and Petmezas
(2007) find evidence in support of the view
that average stock returns are related to man-
agerial overconfidence. Overconfident bidders
realize lower announcement returns than ra-
tional bidders and exhibit poor long-term
performance.

Second, they examined its impact on firm
performance(Hayward et al., 2006: Wade,
Porac, Pollock, and Graffin, 2006: Chatterjee
and Hambrick, 2007; Hmieleski and Baron,
2009) arguing that CEO hubris resulting poor
firm performance or performance volatility.
For example, in the context of CEO narcis-
sism, Chatterjee and Hambrick(2007) dem-
onstrate that narcissistic CEOs are more
likely to engage in acquisitions and higher
levels of CEO narcissism are linked to more
extreme and more volatile firm performance.
Hayward and Hambrick(1997) show that
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hubristic CEOs offer higher bid premiums
for targets resulting worse post-acquisition
performance. Hayward et al.(2006) explain
high venture failure rates due to hubris theory
of entrepreneurship. Doukas and Petmezas
(2007) also argue that overconfident bidders
realize lower announcement returns than ra-
tional bidders and exhibit poor long-term
performance. Hmieleski and Baron(2009) found
a negative relationship between entrepreneurs’
optimism and the performance(revenue and
employment growth) of their new ventures.
Lastly, recent studies examined the effect
of overconfidence on management forecasting
behavior. They argued that overconfident CEOs
are more likely to issue optimistically biased
forecasts and hence, managerial overconfidence
could account for distortion in corporate in-
vestment(Malmendier and Tate, 2005: Hilary
and Menzly, 2006: Hribar and Yang, 2010).
For example, Malmendier and Tate(2005) show
that investment by firms with overconfident
CEOs is more sensitive to cash-flow than
that of their non-overconfident counterparts.
The rationale behind this result is that over-
confident CEOs tend to believe that their
firms are undervalued by the markets. They
are therefore reluctant to go to the equity
markets to fulfill their financing needs and
instead rely on other sources of financing, no-
tably cash. These findings are consistent with
the fact that that firms run by overconfident
CEOs prefer debt to equity(Malmendier and
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Tate, 2011) and make lower dividend payouts
(Deshmukh, Goel, and Howe, 2013). Hribar
and Yang(2010) argue that overconfidence
increases the optimistic bias in voluntary
forecasts, leading to both an increased like-
lihood of missing management forecasts and
greater earnings management. Hilary and
Menzly(2006) argue that overconfident ana-
lysts overweight their estimates and rely less
on public signals. Therefore, they are more
likely to be out of the consensus and to have
a larger prediction error in their subsequent

forecast.

2.3 CEO hubris, Overconfidence and Narcissism

Researchers have studied the impact of CEO
hubris in terms of overconfidence(Roll, 1986;
Hayward and Hambrick, 1997: Hayward et
al., 2006; Li and Tang, 2010: Camerer and
Lovallo, 1999: Simon and Houghton, 2003:
Campbell, Goodie, and Foster, 2004: Malmendier
and Tate, 2005, 2008: Hilary and Menzly,
2006: Doukas and Petmezas, 2007: Hribar
and Yang, 2010), and narcissism(Kroll, Toombs,
and Wright, 2000; Owen and Davidson 2009:
Hiller and Hambrick, 2005: Bollaert and Petit,
2010). The essential element of hubris is ex-
treme confidence(Hayward and Hambrick, 1997).
CEOs infected with hubris highly estimate

their ability to the extent of overconfidence.

Moreover, overconfidence is an overestimation
of certainty about being correct of producing
a specific outcome(Hiller and Hambrick, 2005).
As a result, overconfident CEOs take more
risk or pay more premium resulting poor firm
performance. Another critical aspect of hubris
is narcissism. Hayward and Hambrick(1997)
contended that a sense of self-importance,
which is a central aspect of a narcissistic
personality(Judge, LePine, and Rich, 2006),
is a precursor of hubris. Kroll et al.(2000,
p.120) also insisted that hubris derive from
an overbearing sense of grandiosity, a need
for admiration—also known as narcissism. The
term narcissism is self-love and self-importance.
Narcissism has been measured by NPI(Narcissistic
Personality Inventory) which contains four
factors that are labeled as (1)Exploitativeness
/Entitlement (I insist on getting the respect
that is due to me): (2)Leadership/Authority
(I like to be the center of attention): (3)
Superiority/Arrogance (I am better than others)
; and (4)Self-absorption/Self- admiration(I
am occupied with how extraordinary, and
special I am) (Emmons,1987). These four fac-
tors are overlapped with items that are iden-
tified to measure hubris syndrome. Owen and
Davidson(2009) identified 14 symptoms of
hubris syndrome, which include seven symp-
toms identifying narcissistic personality dis-

order (NPD).? Among them are: “a narcis-

2) NPI and NPD are both used to measure narcissism. NPI is used in social-personality research whereas NPD is used in

clinical settings (Miller and Campbell, 2008)
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sistic propensity to see their world primarily
as an arena in which to exercise power and
seek glory’, “a predisposition to take actions
which seem likely to cast the individual in a
good light”, “a disproportionate concern with
image”, and “excessive confidence in the in-
dividual's own judgment.” Technically, while
the word hubris, overconfidence, and narcis-
sism differ, Hiller and Hambrick(2005) sug-
gested that these words belong under the
same umbrella construct of “hyper core self-
evaluation(CSE),” which is closely aligned
with hubris. Furthermore, the effects of hu-
bris, overconfidence, and narcissism on firm
performance and outcomes are also similar.
Bollaert and Petit(2010, p. 365) argue that
lack of a precise definition of hubris has
caused academics to search for better-defined
and measurable concepts that might mirror
hubris, such as overconfidence or narcissism.
Thus, in this study, we use hubris as a broad

construct of overconfidence and narcissism.

2.4 CEO Hubris and CSR

CEOs are charged with the responsibility of
formulating corporate strategy and are often
deeply involved in image promotion of their
respective firms through an emphasis on so-
cial responsibility. Research on how corporate
executives influence CSR showed the impact
of CEO’s characteristics on their firms social

initiatives(Deckop, Merriman, and Gupta,
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2006: Slater and Dixon-Fowler, 2009: Manner,
2010). Nevertheless, existing research is nearly
silent on how psychological bias, especially
CEO hubris, plays a role in their firm's social
efforts.

Hubris is a broad concept related to narcis-
sism and overconfidence. Therefore, we pro—
posed two operative mechanisms that link
CEO hubris to the firm: first, the narcissism
of CEO(Owen and Davidson, 2009); second,
overestimation of a CEQ’s problem-solving
capabilities(Camerer and Lovallo, 1999).
Although these mechanisms were not assessed
directly in this study, they help to describe
how hubris can play a role in a CEO's strate-
gic choices(Chatterjee & Hambrick, 2007).
First, hubristic CEOs with narcissism tend to
put themselves on display and seek public
attention(Owen and Davidson, 2009). The
thing is CSR is an excellent way to satisfy
narcissistic needs of hubristic CEOs(Petrenko,
Aime, Ridge, and Hill, 2016). The frequency
and importance of news articles about CSR
are consistently increasing in Korea as well
as in other countries. (Figure 1) shows the
number of news articles related to CSR that
were published in 11 daily and nine econo-
my-focused major newspapers in Korea. Only
298 articles were published as of early 2000.
However, the number increased rapidly to 5,000
within ten years, reaching 8,500 in 2013: up
almost 30-fold from 2000. This event shows
how CSR has been increasingly in the public
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eye in Korea. Thus, when a CEO emphasizes
CSR, it provides him or her with media and
public attention.

Second, a hubristic CEO with overconfidence
will overestimate his or her ability(Roll, 1986:
Hayward and Hambrick, 1997: Kroll et al.,
2000: Seth et al., 2000: Malmendier and
Tate, 2008), sometimes to the extent of having
delusions of grandeur(Kets deVries and Miller,
1984). Though the effect of CSR on a firm’s
performance is known to be uncertain, the
hubristic CEO with overconfidence may gen-
uinely believe they can make a difference. The
CEO is convinced of his or her abilities and
believes that conducting CSR activities will
also boost his or her firm's performance.

In sum, hubristic CEOs with narcissism are

highly motivated to engage in CSR so that

they can show off themselves by attracting
public attention. Furthermore, the hubristic
CEOs with overconfidence who overestimate
their capabilities tend to actively participate
in CSR because they believe that in compar-
ison with other CEOs, they can generate more
effective CSR outcomes. Therefore, it is hy-
pothesized that:

Hypothesis 1: CEO hubris is positively
related to CSR activities.

2.5 CEO Hubris and Type of CSR

Now we will further confirm above hypoth-
esis through our second hypothesis, that is,
‘of which types of CSR activities does hu-

bristic CEO focus on?” CSR is one of a firm's

10000

8000

Number of 6000
News Articles 4000

2000

Sources: 20 South Korean daily and economic newspapers (KyunghyangShinmun, Kukminllbo, NaeilShinmun,
Dong-A Ilbo, Munhwallbo, SeoulShinmun, Segyellbo, Chosunllbo, Joongangllbo, The Hankyoreh,
HankooklIlbo, MaeilKyungjae, Money Today, Seoul Kyungjae, AsiaKyungjae, EDAILY, HankookKyungjae,

The Financial News, Chosunbiz, Herald Kyungjae)

(Figure 1) Numbers of news articles related to CSR (number, year)
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activities over which the CEO has mana-
gerial discretion. Consequently, the types of
CSR activities to be conducted depend on the
CEQ’s attributes. For example, when a CEO
exhibits transformational leadership, they
will pursue strategic rather than social CSR
(Waldman et al., 2006). Moreover, if the
CEO is an autocratic leader, they will focus
on explicit CSR, rather than implicit CSR
which is preferred by CEOs who demonstrate
authentic leadership(Angus-Leppan et al.,
2010).

To examine the second hypothesis, we cate-
gorized CSR into two different types: first,
CSR activities targeting primary stakeholders.
Second, targeting secondary stakeholders.
This categorization is in line with prior liter-
ature in that CSR activities are categorized
by criteria of whether the activity directly
related to the firms survival or financial
performance. CSR focusing primary stake-
holders is directly related to firm's financial
performance and survival whereas CSR tar-
geting secondary stakeholders is not.

Stakeholders are defined as people, groups,
or organizations with an interest or concern
in an organization(Freeman, 1984). They can
affect or be affected by the organization's ac-
tions, objectives, and policies. Some examples
of key stakeholders are creditors, directors,
employees, government, shareholders, suppliers,
unions, and the communities from which a

business draws its resources. Researchers
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have classified two types of firm stakeholders:
primary stakeholders who have a direct rela-
tionship with the firm, and secondary stake-
holders who have an indirect relationship
(Clarkson, 1995: Freeman, Harrison, and
Wicks, 2007). Primary stakeholders make
legitimate claims on the firm and have both
urgency and power to enforce those claims
(Mitchell, Agle, Wood, 1997). These groups
are typically comprised of shareholders, em-
ployees, customers, suppliers. Without con-
tinuing participation of primary stakeholder
groups, the firm cannot survive. Secondary
stakeholder groups, however, influence or af-
fect, or are influenced or affected by the firm,
but are not engaged in transactions with the
firm and are not essential for its survival.
These groups also have legitimate claims on
the firm but lack both urgency and power to
enforce those claims(Mitchell et al., 1997).
The government, media, environment, society
and special interest groups are examples of
secondary stakeholder groups.

Godfrey et al.(2009, p.429) suggested that
CSR provides primary stakeholders with ex-
change capital. They argue that CSR activ-
ities targeting primary stakeholders should
produce exchange capital—the potential to
create more advantageous exchanges between
the firm and its primary stakeholders. That
is, firms may seek profit through primary
stakeholder targeted CSR. On the other hands,

CSR activities directed toward secondary
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stakeholders are more likely to be viewed as
voluntary acts of social beneficence, because
secondary stakeholders lack both urgency and
power to press their claims on the firm. For
this reason, CSR activities that target secon-
dary stakeholders are more related to moral
capital, providing ‘insurance-like protection
in the context of a negative event. In sum,
CSR activities targeting primary stakeholder
are more related to firm's financial perform-
ance and survival compared to targeting sec-
ondary stakeholder.

However, CSR activities that target secon-
dary stakeholder may be an excellent tool for
satisfying the narcissistic desire of hubristic
CEOs. Narcissism is basically self-love and
self-importance and is a precursor of hubris
(Hayward and Hambrick, 1997). Secondary

stakeholder focused CSR activities are usu-

ally both construed as contributing to social
good and reflective of the CEOs values or
ethics. Therefore, secondary focused CSR ac-
tivities are a notable example of actions that
will attract both praise and attention for the
CEO, satisfying narcissistic desire of the CEO
(Petrenko et al., 2016). (Figure 2) shows that
the number of news articles about secondary
focused CSR outnumbered the number of
news articles containing primary stakeholder
focused CSR.

We search articles from five most influen-
tial daily newspaper and one economic news-
paper of South Korea which are Chosunlibo,
Dongallbo, Joongangllbo, KyunghyangShinmun,
HangueraeShinmun, and MaeilKyungjae. By
conducting a content analysis, we categorized
news articles into three ways: news articles

about primary targeted CSR, about secondary
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Number of 200
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Types of News Articles

Secondary CSR  Unclassified CSR

Sources: South Korean daily newspapers Chosunllbo, Dongallbo, Joongangllbo, KyunghyangShinmun,

HangueraeShinmun, MaeilKyungjae (2014)

(Figure 2) Numbers of news articles on types of CSR
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targeted CSR and articles referring CSR as a
broad concept(containing both primary and
secondary targeted activities). The total number
of news articles that published in the year of
2014 was 589. Among total articles, the number
of news articles about primary stakeholder
focused CSR was only 63, whereas that of
secondary focused CSR was 202, as 3 times
as high. This information reveals that media
reports of a firm's donations or voluntary work,
or its taking the lead in environmental pro-
tection attract public attention. Such events
effectively appease the vanity and narcissism
of a hubristic CEO(Petrenko et al., 2016).
Thus, hubristic CEOs concentrate more on
CSR that focuses on secondary stakeholders.
Moreover, hubristic CEOs tend to overestimate
their capabilities and resources they possess,
while underestimating resources required for
their strategic initiatives. Despite the im-
portance of primary stakeholders on firm's
direct survival and financial performances,
hubristic CEOs assume that their firms" suc-
cess depends less on primary stakeholders and
more on CEO themselves(Tang et al., 2015).
This suggests hubristic CEOs fail to realize
the importance of primary stakeholders and
are less likely to invest in primary stakeholder
focused CSR activities. Consequently, our

second hypothesis is:

Hypothesis 2. A hubristic CEO will focus

more on CSR activities that target secondary
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stakeholders rather than primary stakeholders.

IIl. Method

3.1 Sample and Data

Our sample was drawn from companies listed
in the Korean Economic Justice Institute
(KEJI) database. The KEJI index, introduced
in 1991, was the first comprehensive evalua-
tion scheme to be developed and implemented
in Korea for corporate business ethics and so-
cial responsibility. KEJI Index relies on mul-
tiple distinct data sources that are collected
from a wide variety of companies, the Korean
government, nongovernment organizations, and
media sources(Oh, Chang, and Martynov, 2011).
Based on these data, KEJI selects winners of
the Economic Justice Award each year. Selecting
award-winners entails both quantitative and
qualitative evaluation. Quantitative evalua-
tion is based on annual reports, news reports,
and other information available from gov-
ernmental authorities such as the National
Tax Service and Fair Trade Commission of
South Korea. Qualitative evaluation is sub-
sequently conducted by sending questionnaires
to firms. The primary purpose of the qual-
itative evaluation is to collect nonpublic in-
formation to determine final award-winners.
KEJI discloses the scores of the top 200 com-
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panies in its annual brochure. While the se-
lection of our sample was inevitably limited
to firms in the KEJI index and, hence, was
subject to possible selection bias, there were
practically no alternative reliable measures
of CSR in Korea that were comparable in cov-
erage and measurement validity(Choi, Kwak,
and Choe, 2010). For our sample firms, we
use KEJI index for the year 2012. The fi-
nancial data were retrieved from the Korean
Information Service Value(KIS-Value) database.
We classified the sample firms into four in-
dustries using the Korean standard industry
classification codes. All explanatory variables
are lagged by one year to avoid the reverse
causality problem. There were 200 annually
listed Korean firms in the KEJI database,
but because of missing data, the final sample

size for this study was 178.

3.2 Measurements

3.2.1 Dependent Variable

The KEJI database was evaluated based on
seven categories: integrity, justice, consumer
satisfaction, employee satisfaction, environ-
mental protection, social contribution, and
economic development. This domain-specific

appear to be comparable to Kinder, Lydenberg,

Domini Research & Analytics(KLD) ratings,
which is most widely used in the U.S. to
measure CSR performance.” (Table 1) shows
the KEJI categories in detail.

The dependent variable in Hypothesis 1
(Total CSR) is measured by the sum of the
points obtained for each of these categories.
To verify our second hypothesis, we first
classified KEJI categories into CSR for pri-
mary stakeholders and CSR for secondary
stakeholders. As (Table 1) shows, justice
stands for fairness and transparency of trade
between the firm and suppliers and ‘consumer
satisfaction” represents consumer right pro-
tection or investment in consumer satisfaction.
‘Employee satisfaction denotes wage and
welfare program for employee or management
of labor relations at the firm. In this regard,
justice, consumer satisfaction and employee
satisfaction target suppliers, consumers, and
employees respectively, and we categorized
these 3 items as Primary CSR. ‘Environmental
protection’ stands for efforts to improve the
environment and ‘social contribution’ is re-
lated to volunteer program or donation. Economic
development represents the economic con-
tribution of the firm to the country. Therefore,
environmental protection, social contribution,
and economic development are CSR activities

targeting secondary stakeholders. To verify

3) KLD ratings consist of multiple sub-domains: Environment, Community, Diversity, Employee Relations, Human Rights,

Product Quality and Safety, and Corporate Governance.
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(Table 1) KEJI index

KEJI Category Contents Details CSR Types
- Fairness - Number of fair trade violations
- Transparency - Concentration of economic
Justice - Cooperative relations power
- Outside director activity
- Financial and technological
support for suppliers
- Protecting consumer rights - Investment in consumer
- Product quality satisfaction Primary
Consumer - Advertisements - Consumer satisfaction award stakeholder-
satisfaction - Product certification focused CSR
- Trying to reduce excessive
advertising expenditure
- Safety and health care at the - Education and training costs per
k
Employee workplace . employee
. . - Investment in human resources | - Welfare program
satisfaction .
- Wage and welfare program - Occurrence of disputes
- Management of labor relations regarding labor management
- Efforts to improve the - Public announcement of
. environment environmental accounting
Environmental . . . .
protection - Ecological friendliness - Energy efflc%ency
- Occurrence of violations or - Investment in the environment
pollution - Environment-related awards
- . - - : Secondary
- Protecting marginalized groups | - Ratio of disabled or female
. . o stakeholder-
Social - Social contributions employees
L ; focused CSR
contribution - Donations
- Volunteer program
. - Efforts expended in R&D - Contribution to exports
Economic . .
- Firm performance and economic | - Tax payments
development
development

our hypothesis, we have decided not to use
raw scores as they are disclosed in the KEJI
reports but to covert the scores into a scale of
0 to 100, where 100 is perfect. It is because
there are two different kinds of highest pos-
sible scale score for KEJI categories. Each
category of justice, employee satisfaction and
environmental protection is in the range of 0

to 15, where 15 is best. However, the scale
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for consumer satisfaction, social contribution
and economic development is from 0 to 10,
with 10 being the highest possible score. To
mediate these different measures, we first
covert raw scores into a scale of 0 to 100,
where 100 is perfect, then sum scores in each
category and divide the total scores by the
number of categories. To verify hypothesis 2,

we use two separate dependent variables. First,
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the sum of total scores of each Primary fo-
cused CSR activities and ‘Secondary focused
CSR activities. Second, the ratio of ‘Secondary
scores to Primary scores (secondary CSR scores
divided by primary CSR scores). However,
integrity, which includes the integrity of cap-
ital spending or the soundness of capital fi-
nance, is neither targeted at primary nor
secondary stakeholders. Therefore, we ex-

cluded this category.

3.2.2 Independent Variable

For the independent variable, hubris, un-
fortunately, there is no reliable instrument
for directly measuring it. In this context,
Hiller and Hambrick(2005) tried to con-
ceptualize executive hubris as core self-eval-
uation(CSE). This concept concisely encom-
passes and consolidates the common, over-
lapping portions of four well-studied but un-
connected concepts: self-esteem(an individual's
holistic evaluation of self-worth), self-efficacy
(an individual's ability to successfully execute
and perform tasks), locus of control(the be-
lief one holds about who or what controls the
occurrence of life events), and emotional sta-
bility (individuals who score low on emotional
stability are prone to worry, fear, stress, and

feelings of helplessness). CSE has been con-

sidered the most precise method for measuring
hubris. However, application of CSE requires
conducting a survey targeting top executives.
The primary problem here is that surveying
the selected CEOs often results in low survey
response rates(Cycyota and Harrison, 2006).
Even if we could secure sufficient questionnaire
responses, CEO's psychological biases are a
personal and therefore have difficult issue to
uncover, and the level of honesty with which
an individual CEO would respond is also
questionable.

Considering the above problems, we used
recent organizational success, media praise,
and firm size as sources of hubris based on
prior literature(Hayward and Hambrick, 1997).
Hayward and Hambrick(1997) used recent
organizational success, media praise, and self-
importance as three sources of hubris. However,
data for the self-importance measure, calcu-
lated as CEO monetary compensation divided
by the compensation of the second-highest
paid officer, were not accessible in Korea,”
thus, in this study we used firm size, instead
of self-importance. Because hubris can mani-
fest as a drive to dominate others and hu-
bristic CEOs tend to build empires to demon-
strate their capabilities. At the same time,
hubristic CEOs may demonstrate pride in
leading a large firm(Li and Tang, 2013). Each

4) Currently, South Korean companies only provide annual salaries of registered executives and auditors exceed KRW 500
million. Therefore, it was barely impossible to access data of CEO’s monetary compensation and compensation of

second-highest paid officers.

HYSHATL ®M473 ™23 20184 42

465



Sae Jung Cha - Choelsoon Park

of the three hubris indicators is measured as

follows.

1) Recent success of an organization

Hubristic CEOs have a strong propensity to
attribute their organization’s success to their
competence, even when the success could
more objectively be attributed to other fac-
tors(Meindl, Ehrlich, and Dukerich, 1985;
Kroll et al., 2000). Moreover, when a firm
performs well, the CEO receives favorable ac-
knowledgment and commitments from organ-
izational players. These in turn substantially
boost the CEO’s confidence and stature
(Hayward and Hambrick, 1997). Thus, the
greater the recent success of the organization,
the more likely it is for the CEO to exhibit
hubris. Recent organizational success is meas-
ured through market share, which is calcu-
lated as a firm's sales divided by the total
sales of the respective industry. We used
market share as an indicator of firm perform-
ance because Korean executives have placed
high importance on market share reflecting
heavy emphases on growth and expansion
(Hitt, Dacin, Tyler, and Park, 1997).

2) Media praise

Journalists tend to attribute a firm's suc-
cess solely to CEOs” abilities. It is due to space
and time constraints, and journalists ten-
dency to explain firms outcomes regarding

stable factors, such as CEOs  characteristics
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(Jones and Davis, 1966). When CEOs receive
greater media praise, their influence over in-
ternal and external stakeholders increases.
They will have more confidence in their capa-
bilities, resulting in hubris and arrogance.
Media praise was determined through con-
tent analysis of articles on CEOs in five ma-
jor national newspapers in Korea. Hubris is
most likely to be activated through favorable
press coverage from nationally prestigious
publications with high circulation rates(Hayward
and Hambrick, 1997). Therefore, we limited
our newspaper search to articles from five
major newspapers in Korea with significant
business coverage: Chosunlilbo, Dongallbo,
Joonganglibo, MaeilKyungjae, and Hankook
Kyungjae. We classified news articles into
three categories: positive, neutral, and neg-
ative regarding CEOs, and counted the sum
of positive and neutral articles to measure
media praise. Although neutral articles did
not directly praise the concerned CEQ’s per-
formance, we determined that merely the
CEO's name being published by powerful me-

dia could itself raise their self-confidence.

3) Firm size

Hubris can manifest as a drive to dominate
others and engage in empire-building for its
sake(Kroll et al., 2000). That is, hubristic
CEOs tend to build empires to demonstrate
their capabilities. At the same time, hubristic

CEOs acquire more confidence and pride as
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the firm size increases. Though firm size is
not a factor indicative of a firm's competitive-
ness, a hubristic CEO may demonstrate pride
in leading a large firm(Li and Tang, 2013).
Thus, the leader of a large firm may be more
arrogant and hubristic than the leader of a
smaller firm. Firm size is measured by the
number of employees.

We derived a composite measure of hubris
(hubris factor) from factor analysis of the
three hubris indicators. Reliability refers to
the degree to which test scores are consistent
from one test administration to the next. In
this study, we use internal consistency meth-
od, which assesses the consistency of results
across items within a test, using Cronbach’s
alpha. The coefficient of Cronbach’s alpha
was 0.684. Although there are no standard
guidelines available on appropriate magni-
tudes for the coefficient in practice, an alpha
greater than .60 is considered reasonable in
organizational research(Nunnally,1987). The
three variables loaded on one factor with ei-
genvalue of 1.131 and the factor loadings of
recent organizational success, media praise,
and firm size were .551, .577, and .702,

respectively.
3.2.3 Control Variables
To rule out alternative explanations, we in-

cluded several control variables. Types of CEO,

firm age, firm leverage and industry dummy
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were included because research has shown
that they influence its CSR activity (Waldman
et al., 2006; Manner, 2010).

1) Types of CEO

In South Korea, there is a fundamental dif-
ference between professional managers and
owner managers, in most cases family own-
ers, in pursuing CSR activities. In case of
family owners, a congruence of identities be-
tween a family and a firm implies a certain
overlap of goals, beliefs and values between
family and firm. In addition to financial goals,
family owners pursue non-financial goals,
such as recognition, status and a positive im-
age in the public domain(Wiklund, 2006).
Block and Wagner(2014) also argued that a
family's pride in its firm and its concern for
maintaining a positive image in the public
arena can have a positive influence on its
firm's CSR. Families who want to be proud of
their firms and who want to be perceived
positively by the public will care about the
reputation of their firms in the public arena.
In particular, these families will be concerned
with avoiding reputation-damaging actions
by their firms, and they will aim to excel at
addressing societal(stakeholder) demands.
Therefore, we control the types of CEO. The
professional CEO was coded as 0, whereas

family CEO was coded as 1.
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2) Firm age
A firm’s age was calculated by subtracting

its founding year from the year 2011.

3) Leverage
The leverage of the firm was measured by
debt ratio.

4) Industry dummy

We also input an industry dummy variable
to control for the industry effect. Several
studies have revealed that CSR is an industry-
specific variable and that a failure to control
for industry effects may lead to biased re-
sults(King and Lenox, 2002). Also public
scrutiny about CSR is industry-specific: hence,
it can be expected that the reactions of firms
to scrutiny will differ across industries. Our
sample firms were drawn from companies
listed in the Korean Economic Justice Institute
(KEJI) database. This KEJI database de-
termines the ranking of top 200 firms from
all the industries including both manufacturing
and service. Therefore, firms that are listed
on KEJI database are changed each year. In
our sample, the total number of industries
were 28(19 were manufacturing industries
and 9 were service industries). We condense
28 industries into three industries based on
prior literature(Lee and Hong, 2015). The
firms of KSIC(Korea standard industrial
classification) code number from 10 to 35 were

categorized as manufacturing dummy, from
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41 to 42 were as construction industry and
from 46 to 91 were as a service industry. A
total of three industries generated two in-
dustry dummy variables. All explanatory
variables are lagged by one year to avoid the

reverse causality problem.

3.3 Models

We used factor analysis to measure CEO
hubris(Hayward and Hambrick, 1997). To
test for the relationship between CEO hubris
and CSR, we used multiple regression analysis.
The model was estimated using the STATA

11 statistical software package.

IV. Results

(Table 2) presents descriptive statistics
and correlations for the study variables.

The relationship between CEO hubris fac—
tor and CSR was positive, providing prelimi-
nary support for our hypothesis 1. The rela-
tionship between CEO hubris and secondary
focused CSR was also positive, providing pre-
liminary support for our second hypothesis.

(Table 3) shows the results of multiple re-
gression analysis. Model 1 in (Table 3) pres-
ents the results of multiple regression on
CSR whereas Models 2 and 3 show the re-
sults on the two types of CSR, CSR for pri-
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(Table 2) Descriptive statistics and correlations

Variable Mean S.D. 1. 2. 3. 4 6. 7
1. Hubris 0.0001 0.785
2. Firm age 36.488 | 14.665 | -0.047
3. Leverage 0.469 0.443 0.051 0.035
4. Owner dummy 0.331 1.472 | -0.246*"| 0.058 0.053
5. Total CSR 45.876 2.499 0.311%*| -0.087 0.089 | -0.090
6. Primary CSR 42.593 3.425 | -0.025 |-0.114 |-0.004 |-0.013 | 0.436"
7. Secondary CSR | 44.376 5.288 0.260**| 0.003 0.108* | -0.028 | 0.766™ | -0.141
8. Secondary 1.049 | 0.160 | 0.204**| 0.055 | 0.147 |-0.013 |0.362** | -0.634"*| 0.849"*
/Primary
N=178 *p<0.05, **p(0.01
(Table 3) Results of regression analysis
Variable Model 1 Model 2 Model 3 Model 4
CSR Primary CSR Secondary CSR | Secondary/Primary
Hubris 0.963*** -0.157 1.608** 0.038*
(0.242) (0.346) (0.505) (0.015)
Firm age -0.013 -0.021 -0.002 0.0004
g (0.012) (0.017) (0.025) (0.0007)
Leverage 0.101 0.501" 0.371 -0.003
& (0.193) (0.277) (0.404) (0.012)
Ownership dumm -0.158 0.134 -0.028 -0.003
P v (0.398) (0.569) (0.803) (0.025)
Industry dummy Included included Included Included
Constant 45.954%** 42.748%** 43.512%** 1.025%**
(0.685) (0.980) (1.429) (0.043)
Adjusted R* 0.094 0.012 0.118 0.089
F-statistics 3.64** 1.32 4.41% 3.50**
Standard errors are in parentheses
N=178" p<0.10, *p<0.05, **p<0.01, ***p(0.001
HYSHATL ®M473 ™23 20184 42 469
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mary stakeholders(Primary CSR) and CSR
for secondary stakeholders(Secondary CSR),
respectively. Model 1 shows that CEO hubris
(Hubris) was statistically significant(p ( 0.001)
and positively related to CSR, strongly sup-
porting Hypothesis 1. Model 2 indicates that
CEO hubris was negatively related to Primary
CSR although the relationship was not stat-
istically significant. However, Model 3 shows
CEO hubris was statistically significant(p ¢
.001) and positively related to Secondary
CSR. The results of Models 2 and 3 together
strongly support hypothesis 2 that CEO hu-
bris is more positively related to CSR for sec-
ondary stakeholders than to CSR for primary
stakeholders, which implies that hubristic
CEO may be motivated to pursue CSR due to
his/her narcissism and overconfidence.

As (Figure 3) shows, the line of Total CSR’

CSR
48 50
1

46
1

44
I

and ‘Secondary focused CSR both have a pos-
itive slope, whereas the line of Primary fo-
cused CSR’ has a negative slope. The slope of
secondary focused CSR is much steeper than
that of total CSR implying that the positive
relationship between CEO hubris and total
CSR is partly due to the tendency of hubristic
CEOs to pursue secondary CSR more enthu-
siastically than primary CSR. The above graph
conveys that narcissism and overconfidence
of hubristic CEO trigger him or her to focus
more on secondary stakeholder targeted CSR,
resulting positive impact on total CSR. It
might be doubtful that CEO hubris has a
positive effect on CSR, but looking inside of
hubris, we can infer that hubristic CEOs have
a desire to receive public attention and there-
fore concentrate more on secondary focused
CSR.

42

Hubris

Total CSR
Secondary CSR

Primary CSR

(Figure 3) Results of
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regression analysis
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V. Discussion

Our study makes several notable contributions,
extending CSR literature by examining the
impacts of psychological traits of executives
on CSR. More importantly, we consider mul-
tifactorial aspects of CSR by classifying CSR
activities according to stakeholder types.

Our results indicate that hubristic CEOs
are more active in promoting CSR activities
rather than neglecting CSR’s importance.
Results from an empirical study of 178 firms
in South Korea show CEO hubris is positively
related to CSR. Hubristic CEOs have a desire
to showoff themselves in the public light, and
CSR activities are an effective tool for doing
so. That is, CSR activities make news and
help hubristic CEOs to garner public attention.
These hubristic CEOs also believe that if
they pursue CSR activities, they will achieve
better results than other CEOs. Therefore,
hubristic CEOs have a positive impact on CSR
activities. However, Tang et al.(2015) in-
sisted that CEO hubris has a negative impact
on CSR. They argued that hubristic CEOs
tend to underestimate their firms dependence
on stakeholders for resources and support,
resulting in lesser engagement in socially re-
sponsible activities. The key difference be-
tween Tang’s study and ours is whether hu-
bris is related to narcissism. Tang et al.(2015)

overlooked the narcissistic aspect which is
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prominent in hubristic CEOs(Kets deVries,
1994 Kroll et al., 2000: Owen and Davidson,
2009). They argue that hubris is differentiated
from narcissism in that hubris lacks key ele-
ments of the narcissistic personality - the
continuous need for affirmation and praise.
However, many studies on hubris have in-
sisted that hubris could not be thought of
without narcissism(Kroll et al., 2000: Hiller
and Hambrick, 2005; Owen and Davidson,
2009). Therefore, we consider the narcissistic
aspects of hubristic CEOs show a positive re-
lationship between CEO hubris and CSR.

An interesting point to note from the re-
sults of our study is that hubristic CEOs fo-
cus on CSR activity that targets secondary
stakeholders who have less direct relation-
ship with their firm's financial performances
and survival. Many recent studies have ex—
amined the relationship between CSR and a
firm's financial performance, but the results
are inconsistent at best(Vogel, 2006: Lee,
2008: Aguinis and Glavas, 2012). Nevertheless,
research has concluded that CSR targeting
primary stakeholders positively impacts firm
performance(Brammer and Millington, 2006:
Godfrey et al., 2009). CSR that targets sec-
ondary stakeholders may, however, promote
a firm's image and social contribution, but
bears little relationship to the firm's survival
and financial performance(Waldman et al.,
2006). In this context, the fact that hubristic
CEOs focus on CSR that targets secondary
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stakeholders evidences their desire to project
themselves in the public eye rather than im-

prove their firm's survival or competitiveness.

5.1 Theoretical Implications

This research has two theoretical implications
in its extension of CSR literature. First, we
concentrated on non-economic or social moti-
vations for CSR rather than the consequences
of CSR. Although a large part of the prior lit-
erature on CSR has examined the consequences
of CSR, the impact of CSR on firm perform-
ance remained inconclusive. This result is
due to different motivations pursuing CSR.
The firm engages in CSR for non-economic or
social purposes may pursue different types of
CSR compared to firms participating CSR for
economic purposes. For this reason, the con-
sequences of CSR on firm performance may
also be different. Therefore, it is needed to
examine why a firm engages in CSR at first.
By doing so, we can understand CSR more
comprehensively.

Second, we consider the multifaceted aspects
of CSR. While some researchers begin to ex-
amine the effects of managerial psychological
bias on CSR(Tang et al., 2015: Petrenko et
al., 2016), to the best of our knowledge, no
study to date has examined the effect of hu-
bris on the type of CSR conducted. Because
CSR is a multifaceted activity, examining it

as a whole without classifying it in detail
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leads to false conclusions. Our results prove
this, showing that hubristic CEOs focus on
CSR activities that target secondary stake-
holders which have less direct relationship
with the firm's financial performances and
survival. It is because hubristic CEOs may be
motivated to use CSR only as a tool to boost
their pride and self-esteem, while not consid-

ering the firm's competitiveness or performance.

5.2 Practical Implications

Excessive confidence and arrogance that
are hubristic may have serious adverse con-
sequences(Hayward and Hambrick, 1997:
Hayward et al., 2006). However, confidence
is also a necessary trait for CEOs. The mod-
erate confidence of top executives may spur a
firm's high performance. As leaders, those
with hubris are likely to demonstrate power,
strength, and authority under challenging
situations, inspiring confidence among their
followers and peers. Indeed, hubristic en-
trepreneurs are more likely to act with con-
fidence and commitment, moving quickly to
innovate and form new ventures(Hiller and
Hambrick, 2005: Judge, Piccolo, and Kosalka,
2009). Bollaert and Petit(2010) also empha-
sized that the positive aspects of CEOs hu-
bristic behavior have received little attention
and hubristic behavior has some socially de-
sirable aspects. In this sense, if a hubristic

CEO emphasizes and promotes CSR activ-
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ities, the firm's CSR performance will improve.
However, it is important to consider the mo-
tivation of CSR that is conducted by hu-
bristic CEO because hubristic CEOs may use
CSR as a tool for satisfying their narcissistic
needs. Therefore, a firm should monitor whether
CSR activities are based on its CEO’s arro-
gance and ostentation or on improving its long-
term survival. Moreover, CEOs themselves
must distinguish between moderate confidence
and hubris. They should review their deci-

sions and actions based on objective data.

5.3 Limitations and Future Research

Although we found evidence supporting our
hypotheses, we also faced some limitations.
First, we encountered a measurement limitation.
We use recent organizational success, media
praise, and firm size to measure hubris.
However, it is only a proxy variable rather
than a direct measure of hubris. As mentioned
earlier, there is no reliable instrument for di-
rectly measure hubris. In this context, Hiller
and Hambrick(2005) tried to conceptualize
executive hubris as core self-evaluation(CSE).
The CSE has been considered the most pre-
cise method for measuring hubris. However,
application of CSE requires conducting a sur-
vey targeting top executives. The problem here
is that surveying that targets CEOs often re-
sults in low survey response rates(Cycyota

and Harrison, 2006). Even if we could secure
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sufficient questionnaire responses, CEQ’s psy-
chological biases are a personal and thus dif-
ficult issue to uncover, and the level of hon-
esty with which an individual CEO would re-
spond is also questionable. Therefore, re-
searchers measure hubris in various ways ac-
cording to research context. For example, Li
and Tang(2010) and Tang et al.(2015) meas-
ure hubris with ‘correctness of judgment.’
They based hubris measure on the idea that
the essence of hubris is to overestimate the
correctness of one’s judgments. So the pos-
itive deviation of a CEQ’s subjectively anch-
ored evaluation of his or her firm's perform-
ance from a more objective measure of per-
formance was used to measure CEO hubris.
Malmendier and Tate(2005, 2008) measure
hubris with how managers exercise their
options. They argued that overconfident CEO
may overestimate the future returns of their
investment projects. Therefore, they believe
that the stock prices of their companies will
continue to rise under their leadership more
than they objectively should expect. As a re-
sult, overconfidence induces them to postpone
option exercise or even to buy additional
company stock in order to benefit personally
from the expected future gains. As prior lit-
erature shows researchers have endeavored
to measure hubris more accurately, however
there might be doubts of its suitability and
accuracy in measuring hubris. Measurement

has already been highlighted as an issue in
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previous literature. Research measuring hu-
bris in a more direct manner needs to be con-
ducted in the near future.

The second limitation arose from the idio-
syncrasies of available data on South Korean
firms. The fact that we used South Korean
data, and that the research was conducted in
a single country, may have limited the ap-
plicability of the results to other contexts.
Recently, South Korean firms have attempted
to foster a more liberal and supportive organ-
izational culture, but top executives are still
the most powerful individuals in an organ-
ization, and exert their influence throughout
the firm. Moreover, South Korean employees
tend to conform to their assigned social roles
or expectations rather than acting based on
their personal motivations. They have a strong
tendency to maintain agreeable relationships
with their supervisors. For these reasons,
the impact of CEO hubris on CSR might be
much greater compared with that in Western
contexts. That is, South Korean employees
tend to abide by their CEOs  instructions to
maintain good relationships with them. Thus,

comparative studies should be conducted.
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