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Abstract: Despite that the relationship between corporate social responsibility activities and real
estate operations seems relevant, only some studies have been conducted to explore the reasons that
drive these activities in real estate companies. This work presents the relationship between CEO
personality traits and corporate social responsibility (CSR) and shows whether corporate governance
(CG) practices mitigate or enhance this relationship. This study uses a sample of 420 firm-year-
observations using a sample of European real estate firms indexed on Stoxx Europe 600 Index from
2010 to 2019. To test the developed hypotheses, feasible generalized least square (FGLS) regression is
applied. The results show that increased confidence in CEOs is an important factor in determining
corporate incentives to undertake social responsibility activities. In addition, it has been shown that
effective corporate governance practices lead significantly to moderate CEO behavior with regard to
corporate social responsibility sharing. Since corporate governance can have a significant impact
on CEOs’ behavior in relation to corporate social responsibility, the author recommends firms to
improve corporate governance in listed European real estate companies.

Keywords: personality traits; corporate social responsibility; corporate governance; CEO; European
real estate companies

1. Introduction

Corporate social responsibility (CSR) can be defined as “a concept whereby companies
integrate social and environmental concerns into their activities and their interactions with
their stakeholders on a voluntary basis” (Commission of the European Communities 2001).
Thus, consumers, investors, and staff with mature awareness have come to expect corporate
activities including not only the product, price, and quality, but also environmental and
social activities in different fields (Ajaz et al. 2020).

In recent years, many companies have developed concerns with social responsibility
and large corporations have invested in philanthropy.

For instance, Amancio Ortega, the CEO of Zara and one of the Spanish billionaires,
decided to allocate part of his fortune, which amounts to EUR 15 billion, to provide imaging
equipment to the public hospitals in Spain. Napster’s founder Sean Parker has committed
250 million dollars to immunotherapy research to fight cancer. The Walmart Foundation
offered 1.5 million dollars to fund eligible non-profit organizations projects to reduce food
waste in Canada (Vaccaro et al. 2018).

This intangible asset could be subdivided into classes relating to each of the three
main themes of CSR (Park et al. 2020): the social reputation of the employer on well-being
at work; societal reputation with regard to stakeholders (customers, consumers, local
communities, subcontractors); environmental reputation (Chyz et al. 2019; Choi et al. 2020).

Some studies have attempted to examine the determinants of CSR dedication and
social success, focusing on organizations’ financial constraints and contractual theories.
Other studies take into account the behavioral aspects of top executives as determinants
of CSR practices (Abatecola et al. 2018; Kim et al. 2018). The behavioral characteristics of
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top executives are taken into account in other research as determinants of CSR activities
(Abatecola et al. 2018; Kim et al. 2018).

According to the US Environmental Protection Agency (US-EPA), the real estate
industry plays a major role in improving corporate social responsibility, human health,
ethics, sustainability, and the economy as a whole. However, the existing literature on
CSR activities in this industry is oriented in general to the financial performance of CSR
activities or the lack of them (Andreou et al. 2019; Du and Sen 2016; Engelen et al. 2016).

The first objective of this study is to introduce the behavioral and psychological
dimensions, i.e., narcissism and overconfidence and their link with CSR level. In fact,
behavioral theory indicated the importance of psychological profile and/or emotions to
better understand the strategic decisions of the firm (Ben Mohamed and Shehata 2017;
Buyl et al. 2019). Al-Shammari et al. (2019) showed a positive relationship between CEO
and CSR, they found that while CEO narcissism is positively related to externally oriented
CSR, the relationship between CEO narcissism and internally oriented CSR is negative but
not significant.

Many organizational factors influence CSR engagement and the role of the Chief
Executive Officer (CEO) is particularly important. Interestingly, upper echelon theory
asserts that CEOs play a vital role in the decision-making process and therefore suggests
that their characteristics influence CSR (Ikram et al. 2019; Fung et al. 2020). It is found
in recent literature that managerial personality significantly affects RSE performance and
makes these CEOs further committed to the social environment (Chen et al. 2019; Cho et al.
2019).

The second objective of this research is to study the impact of corporate governance
mechanisms on the personality characteristics of the CEO and the relationship of corporate
social responsibility processes. So, to what extent do corporate governance mechanisms
modify the relationship between CEO personality traits and corporate social responsibility
activities?

In recent years, there has been increased attention to how businesses handle their rela-
tionships with their various stakeholders. Researchers claim a close relationship between
corporate governance (CG) and CSR dedication from this viewpoint. In fact, CG elements
related to strategic decisions can affect a strong commitment to social responsibility (Lee
et al. 2019). Therefore, given the mixed results reported in the literature, CG needs to be
considered in the CSR-CEO profile.

Accordingly, the objective of the research is to fill an existing research gap by em-
pirically investigate whether the CG practices mitigate or reinforce the impact of CEO
narcissism and overconfidence on the orientation of the European real estate companies
towards the CSR using a sample of real estate firms listed on the Stoxx Europe 600 Index
from 2008 to 2018. Investment in green buildings is frequently the first considerable ethical
initiatives adapted by the US companies (Manner 2010).

Therefore, businesses with substantial investments in real estate prefer to pursue CSR
programs, and the amount of real estate leased and owned by firms should be taken into
account by studying the CSR activities carried out by firms in general. This is the first
research, as per the understanding of the authors, that examines the empirical connection
between CG practices and CSR with a focus on the real estate industry. The choice of a
sample consisting entirely of real estate firms is based on two key factors. First, for the
real estate industry, the main dimensions of corporate social responsibility (governance,
environmental, social) are important. On the one hand, real estate operations provide
accessible business, working, and entertainment environments. Therefore, the association
between property management and the environment is direct. On the other hand, new
supplies and additions to real estate need neighbourhood approval (e.g., receive permission
from city planners).

This implies that real estate operators must be sensitive to community preferences,
moral values, and social trends. Second, the real estate industry is largely illiquid and
plagued with large information asymmetry since the physical nature of real estate is
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segmented and heterogeneous. All these make CG mechanisms in the real estate industry
challenging.

This means that managers of property management firms must be attentive to the
preferences of the population, social movements, and ethical standards. Second, because
the physical nature of real estate is segmented and heterogeneous, the real estate market is
essentially illiquid and fraught with great data asymmetry. These all make CG processes
complicated in the property management business.

The rest of the article is organized as follows. Section 2 presents the theoretical
framework. Section 3 develops the literature review and the hypotheses development.
Section 4 describes the research methodology. The empirical outcomes and more robustness
tests are presented in Section 5. Section 6 concludes.

2. Theoretical Framework

The Global Reporting Initiative (GRI) standardization framework consists of a frame-
work regulating the format and content of CSR reports according to specific principles and
indicators allowing stakeholders to judge the CSR performance of companies (Cycyota and
Harrison 2006).

Two theoretical backgrounds are based on the CSR idea. After the Rio summit in 1992,
the sustainable development stream was operationalized via the triple bottom line (profit,
people, and planet) and CSR stream which is associated to moral and ethical aspects about
corporate decision-making and actions.

We will use the following theoretical corpus: upper echelon, legitimacy, and stake-
holder, and institutional theories.

The upper echelon theory formulated by Hambrick and Mason (1984), represents a
theoretical framework regarding the relationship between the behavioral and cognitive
biases of the CEOs and the corporate decisions. According to this theory, organizational
outcomes and decision-making are reflected by the values and cognitive traits of the
authoritative players in an organization. In this sense, a vast body of literature asserts that
powerful organizational actors play a significant role in the explanation of CSR activities
(Chen et al. 2019; Lee et al. 2019). In this context, a large body of literature notes that strong
organizational actors play an important role in describing CSR operations (Lee et al. 2019;
Nour et al. 2020).

Van den Berghe and Louche (2005) proposed that social and political theories (institu-
tional, stakeholder, and legitimacy theories) have more potential than economic theories
to provide theoretical insights on CSR operations. The theory of legitimacy or the theory
of institutional legitimacy implies that businesses do not operate in isolation from the
external world and need a continuous interaction with it and that there is a “social contract”
between the business and society.

Therefore, the organization attempt to ensure its functions and survival within the
guidelines of the society in which it operates. To gain and maintain legitimacy, firms might
engage in CSR activities/reporting. To do so, these firms should decrease the bad news
disclosed regarding its situation and raise disclosing good CSR practices.

The group, according to this theory, has a “right-to-know” about some aspects of the
company’s corporate operations. Therefore, it should be responsibility-driven rather than
demand-driven to reveal information (Lindblom 1983) as it plays an important role in the
process of transparency. The role of corporate social reporting is to provide the community
at large (all stakeholders) with information regarding the extent to which the firm has met
the responsibilities imposed upon it.

In order to fulfil its obligations to its stakeholders, corporations may also participate
in environmental, social, and economic practices/reporting. “From an institutional point of
view, companies operate with standards, values and taken-for-granted assumptions within
a social framework about what constitutes appropriate or acceptable economic behavior”
(Goel and Thakor 2008).
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This approach represents the sociological aspect of CSR. The total commitment of the
organization to its environment, including society, laws, values, and culture leads it to
consider an institutionalist perspective of CSR. In spite of the richness of its perspectives,
the latter remains dominated by the contract theory and the resulting conception, that of
the stakeholders.

3. Literature Review and Hypotheses Development

The real estate industry helps in the implementation of the sustainable development
agenda worldwide. In the USA, 38 percent of CO2 emissions, 39 percent of total energy
usage, and 68 percent of total electricity consumption are accounted for by the property
firms.

According to this role, a sustainability programme for real estate firms must integrate
all pertinent, environmental, and social dimensions regarding properties. Primarily driven
by the economic dimension, literature provides evidence of the positive intrinsic value of
sustainable property (Du and Sen 2016). Nevertheless, a broader understanding of sustain-
ability proposes additional key activities within the company that affect the equilibrium
between economic decisions, environmental impacts, and social commitment. That is, by
integrating CSR aspects into their plan, real estate firms working in a sustainable way
should go further and respond to this growth.

Although the link between CSR engagement and real estate operations seems impor-
tant, little research has been carried out to examine the reasons behind these activities in
real estate companies. Jian and Lee (2015) proposed that the more closely related CSR
operations are to the real estate industry, the greater the potential to exploit the wealth
and ability of the industry to enhance ethical practices and support the society. Corporate
decisions are influenced by CEO behaviors, such as narcissism and overconfidence. A
narcissistic leader will display a different response to performance and strive to maximize
social praise (Chatterjee and Hambrick 2011; Lin et al. 2019). Compared to their unconfi-
dent equivalents (Jiraporn and Chintrakarn 2013), overconfident managers on their part
will commit to the business more significantly to CSR.

3.1. CEO Narcissism and CSR Activities

As demonstrated by many recent articles in top organizational behavior journals,
narcissism is a very common subject in organizational science (Harms et al. 2011; Grijalva
and Harms 2014; Chatterjee and Pollock 2017). Such studies demonstrate the significance
of narcissism by defining its association with performance in the workplace. Important
evidence suggests that narcissists appear to emerge as leaders and hold positions of
authority such as CEO and CFO (Grijalva and Harms 2014).

Several researchers argued that the specific characteristics of CEOs can influence
preferences for strategic actions and initiatives, including CSR (Wang and Choi 2013; Hiebl
2014; Lewis and Walls 2014; Peni 2014; Tang et al. 2015; Petrenko et al. 2016). Petrenko et al.
(2016) found that some CSR choice could arise from the individual requirements of CEOs
to attract media attention and boost their image.

These authors postulate that CSR might not be strategic in such instances. Their
work is based on the fundamental statement of the theory of the upper echelon, which
postulates that the experiences, beliefs, and personalities of CEOs have a major effect on
their perception of status and therefore on their choices, as (Hambrick and Mason 1984)
also postulated.

The concept of CSR is defined as the “voluntary managerial actions that seem to
promote a social good, beyond the performance of the company and what is required by
law” (McWilliams and Siegel 2001; Waddock 2004). Managers who overlook shareholders,
have a larger action scope. Their decisions are less common and are consequently more
difficult to evaluate than the ordinary managers.

The definition of CSR is described as “voluntary management actions that appear
to promote a social good, beyond the company’s interests and what is required by law”
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(McWilliams and Siegel 2001; Waddock 2004). Managers, who neglect customers, have a
broader spectrum of action. Their decisions are less widespread and thus more difficult to
test than ordinary executives (Margolis and Walsh 2003; Waldman and Siegel 2008).

The interests and priorities of CEOs control these discretionary decisions and affect
the commitment of the company to CSR. In this scenario, the traits of the CEO’s personality
prevail (Hambrick and Mason 1984; Chatterjee and Hambrick 2007; Gond et al. 2017). CEOs’
psychological profiles and backgrounds are highly predictive of organizational choices
and performance. In reality, top managers’ locus of control (Miller et al. 1982), personality
(de Vries and Miller 1985), and charisma (Flynn and Staw 2004) have been shown to imply
organizational outcomes.

The findings showed that the strategic dynamism and grandiosity as well as the
number and size of acquisitions are positively influenced by a CEO who exhibits a high
degree of narcissism and generates intense and fluctuating organizational efficiency. The
impact of CEO narcissism on earnings management behavior was investigated by Lin
et al. (2019). They find that financial decisions are directly affected by CEO narcissism by
engaging in earnings manipulations to reach the three earnings targets (earnings of the
previous year, zero earnings, and estimates of analysts) and compensate for their results.

For at least three purposes, CSR initiatives represent an especially important frame-
work for the development of a solution for narcissistic CEOs. First, the CSR program is
an excellent way to encourage a social good and facilitate trust by benefiting from the
high moral load of socially acceptable behaviors (Bogart et al. 2004). Second, CSR includes
audiences who are receptive to meaning in admiration, media coverage, and praise (Wal-
lace and Baumeister 2002). To draw attention, then, a narcissistic CEO will engage in CSR.
Finally, CSR provides multiple opportunities to foster status by defining the opportunities
that narcissistic CEOs are eager to bring to a concentrated, responsive audience with consis-
tency and variety. By attenuating CSR issues and preventing their emergence, narcissistic
CEOs are continuously committed to raising affirmative importance. It is likely that they
will participate in constructive CSR programs and prevent negative CSR problems in their
firms. Hence, the use of CSR to feed their narcissism (Ernawan and Daniel 2019; Ajaz et al.
2020).

Huang and Li (2019) tested the relationship between CEO narcissism and SOP ap-
provals in German companies based on a non-linear research model while also considering
the impact of CSR performance. Ninety-three observations of non-financial German com-
panies over the period 2009–2017 were analyzed. The results of the quadratic research
model illustrate that there is no significant association between managerial narcissism and
companies with good/bad CSR performance. These studies highlighted a significantly
affirmative link between CEO narcissism and CSR activities.

Usually, narcissistic managers go to great lengths to distinguish themselves from other
leaders in the workplace. If the CEOs of competing companies are already using the same
strategy, their commitments to CSR activities would not bring them the social attention
they desire. These narcissistic CEOs can then change their strategy and centralize their
resources and efforts towards other decisions likely to produce social attention for them.
Therefore, they no longer have an interest in following CEOs of competing companies and
they will invest heavily in CSR. Based on the above development and conclusion, the first
proposition is as follows:

Hypothesis 1 (H1). Firms with a more narcissistic CEO engage in CSR activities than firms with
a less narcissistic CEO.

3.2. CEO Overconfidence and CSR Activities

A recent literature in corporate behavioral finance was attentive about the impact of
managerial overconfidence on firms’ strategic decisions, reporting, and accounting choices
(Heaton et al. 2011; Hirshleifer et al. 2012; Chyz et al. 2019; Zahid et al. 2020).
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Based on a review of recent research that links the CEO incentives (e.g., compensa-
tion contracts) and personal characteristics (CEO overconfidence, values, education, and
experience) to CSR activities, we find mixed findings. Jiraporn and Chintrakarn (2013)
connected the power of CEO to CSR and found that a powerful CEO has a significantly
higher CSR commitment. However, the level of CSR investment declines after the CEO’s
power reaches a threshold. McCarthy et al. (2017) investigated the relationship between
CEO confidence and firm CSR and they found a negative association. Tetrault Sirsly and
Lvina (2019) conducted a review of previous literature on the CEO–CSR link. The evaluated
quantitative research has shown a bidirectional association. The relation between how
companies report CSR and what corporations execute in terms of CSR was examined by
Sauerwald and Su (2019).

The authors argued that this CSR decoupling depends on the CEO’s cognitive biases
(i.e., CEO overconfidence) using a sample of S&P 500 firms (2006–2014), they found that
CEO overconfidence increases the dichotomy between the optimistic tone of CSR reporting
and the firm’s actual corporate social performance. Misangyi and Acharya (2014) examined
the association between CSR commitment and empire building using US firms as a sample.
Consistent with behavioral traits theory, findings provide that CSR engagement decreases
empire building for firms with overconfident CEOs. Using unlisted Polish companies,
Hribar and Yang (2016) suggested that overconfident executives are inclined to show
higher CSR investment. Therefore, the family’s preference for control can be mitigated
by overconfident executives who underestimate the risk of family control and focus on
enhancing reputation by acting socially responsible.

Therefore, overconfident executives who underestimate the risk of family influence
and concentrate on improving legitimacy by acting socially responsible will minimize the
preference of the family for control.

The works listed above are consistent with upper echelon theory which asserts that
psychological characteristics of the CEO are critical determinants of strategic decisions and
the firm’s outcomes. Therefore, the second hypothesis is as follows:

Hypothesis 2 (H2). Firms with a more overconfident CEO engage in CSR activities than firms
with a less overconfident CEO.

3.3. The Moderating Effect of Corporate Governance Mechanisms on the CEO’s Personality
Traits—CSR Activities Relationship

The value of CG lies in its search to develop/continually refine set of laws and
contracts flexible corporate activities and to ensure that investor rights are secured, the
interests of stakeholders and managers are reconciled, and that an open atmosphere is
preserved in which each party can assume its obligations and provide to the growth of the
business.

A broader concept of CG, based on ideas from the theory of stakeholders (Freeman
1984), may be “the design of institutions that induce or force management to internalize the
welfare of stakeholders,” (Tirole 2001, p. 4). In this context, CG tends to be concerned with
maintaining a balance between economic and social objectives and between individual
and community objectives and tries to match the interests of firms (Chang et al. 2015;
Godos-Díez et al. 2018).

Stakeholders suppose that companies depend on a complex network of interdependent
actors who support and add value to the business (Freeman 1984; Alam et al. 2018). CG and
CSR commit companies to have moral and financial responsibilities towards stakeholders.
These responsibilities are vital for a company to win further support from its shareholders
and other partners by earning and maintaining their trust (Page 2005). Similarly, efficient
CG and CSR initiatives have slowly but surely been updated from a charitable behavior of
corporate entrepreneurship to genuine actions within overall strategies to win the trust
of customers and society together. Both strategies are being considered by companies
to adjust their business and marketing actions (Beltratti 2005; Marsiglia and Falautano
2005; Calvo and Calvo 2018). The theory of legitimacy, according to Windsor and Preston (
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1988), suggests that CG and CSR are directly related and define the relations between firm
and its internal and external socio-political location. Therefore, the two concepts are more
and more corresponding fundamental prerequisites for sustainable expansion. Ho (2005)
proved that firm competitiveness is boosted by CG best practices and higher financial
performance is thus realized. CSR in turn increases the reliability of a company and
strengthens relationships with key stakeholders (Aguilera et al. 2007) which can contribute
to decreased transaction costs and improved investor attractiveness (Hancock 2005).

Although the cost-effectiveness of CSR has been assessed controversially (Margolis
and Walsh 2003), its role in reducing environmental costs is undeniable. It was also
proved to foster innovation capacity, recruitment rates, and the optimistic perception of the
company (Hancock 2005; Aguilera et al. 2007; Chaudhary 2017). While short-term costs can
be distributed in the implementation of high-quality CG and CSR programs, some studies
point to positive results for businesses that are serious about both initiatives (Marsiglia and
Falautano 2005; Calvo and Calvo 2018; Nour et al. 2020).

In the French context, Calvo and Calvo (2018) analyzed how the board characteristics
can be linked with the CSR and its specific areas. Using a sample of French companies
listed on the SBF120 between 2003 and 2016, results clearly show that directors’ diversity is
positively linked with firm CSR. In addition, the authors locate that all areas of CSR perfor-
mance are positively related to large boards, while individual and combined CSR scores
are negatively linked to CEO type. The aspects of human rights and CG are positively
correlated with gender equity on boards. The age of managers is correlated positively with
human capital, human rights, and environmental practices. Furthermore, their findings
indicate that outside directors care about the success of CSR. More precisely, the connection
of international directors is correlated favorably with environmental success and engage-
ment of the group. Other research by Nour et al. (2020) focused on the behavioral element
of governance theory, and using the 2014–2016 annual reports of major French corporations,
indicated that CSR is in support of the presence of an institutional director on the corporate
board.

In conclusion, we note that a number of preceding studies have endorsed the existence
of a close association between corporate governance and social responsibility. Thus, if the
CEO behavioral biases, specifically narcissism and overconfidence, have an effect on CSR,
we can postulate the existence of a significant impact of CG policy on the effect that the
CEO psychological profile can have on CSR. Two hypotheses can thus be formulated:

Hypothesis 3 (H3). CG mechanisms moderate the relationship between CEO narcissism and CSR
activities.

Hypothesis 4 (H4). CG mechanisms moderate the relationship between CEO overconfidence and
CSR activities.

4. Research Methodology
4.1. Sample Selection, Data Collection and Empirical Model

A sample of real estate companies listed on the STOXX Europe 600 index with available
data for the post-crisis period will be selected to investigate the impact of CEO behavior on
CSR activities and whether this relationship is moderated by CG practices in the European
context (from 2010 to 2019).

Further, 420 firm-year findings are covered in the final column. The distribution of
the sampled real estate companies between countries is presented in Table 1. The United
Kingdom, Sweden, and Germany accounted for about 57 percent of the study.
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Table 1. Sample distribution across countries.

Country Firms %

Belgium 40 9
France 50 12

Germany 70 17
Norway 30 7

Spain 30 7
Sweden 70 17

Switzerland 30 7
United Kingdom 100 24

Total 420 100

Empirically, we use three regression models to validate our hypotheses (H1 through
H4). The considered models are as follows:

Model 1 : CSRit = a0 + a1NARCit + a2OVCit + a3SIZEit + a4 AGEit + a5LEVit + a6ROAit + a7RDit+

∑ YEAR + ∑ COUNTRY

Model 2 : CSRit = β0 + β1NARCit + β2CGSit + β3NARC × CGSit + β4SIZEit + β5 AGEit + β6LEVit+
β7ROAit + β8RDit + ∑ YEAR + ∑ COUNTRY

Model 3 : CSRit = γ0 + γ1OVCit + γ2CGSit + γ3OVC × CGSit + γ4SIZEit + γ5 AGEit + γ6LEVit + γ7ROAit+
γ8RDit + ∑ YEAR + ∑ COUNTRY

CSR is corporate social responsibility. NARC is CEO narcissism. OVC is CEO over-
confidence. CGS is corporate governance score. NARC × CGS is the interaction term
between CEO narcissism and corporate governance score. OVC × CGS is the interaction
term between CEO overconfidence and corporate governance score. SIZE is firm size. AGE
is firm age. LEV is leverage ratio. ROA is firm performance. RD is Investment intensity in
R&D. The models control for year and country fixed effects.

The moderating effect of CGS is detected when the coefficients on β3 and γ3 are
significant. If the coefficients on β2 and γ2 are found to be significant, CGS is a quasi-
moderator variable. Figure 1 illustrates the relationship object of this study.
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The models control for year and country fixed effects.  

The moderating effect of CGS is detected when the coefficients on 𝛽ଷ and 𝛾ଷ are sig-
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erator variable. Figure 1 illustrates the relationship object of this study. 
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4.2. Measurement: Corporate Social Responsibility Measure (CSR)

Following previous research (Ioannou and Serafeim 2012; Luo et al. 2015; El Ghoul
et al. 2017), the CSR score reflects the aggregation of social and environmental performance
by measuring their average.
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4.2.1. CEO Narcissism Measure (NARC)

Heaton (2002), Aktas et al. (2016) and Capalbo et al. (2018) used a linguistic parameter
to evaluate narcissism. Their measure is based on the use of first-person pronoun in the
boardroom statement. Another measure was suggested by Chatterjee and Hambrick (2007).
Two main criteria were applied for their selection to reflect the CEO’s preference. To
consider that the indicator properly reflects the CEO’s personality, it should be significantly
under the power of the CEO rather than any other forces. The second important condition
is that each indicator should translate one or more aspects of the narcissistic personality. We
chose the measure of Chatterjee and Hambrick (2007) as adopted in several recent studies
(Tang et al. 2015; Oesterle et al. 2016; Al-Shammari et al. 2019). Please refer to Table 2 for
more details about the previous measures of CEO narcissism.

Table 2. A review of the different CEO narcissism measures.

Measure Description Data Source Authors

NPI

Four dimensions of the NPI assess
narcissism: exploitability/entitlement,

leadership/authority,
superiority/arrogance, and

self-absorption/self-admiration

Survey

Raskin and Terry (1988),
Capalbo et al. (2018), Ernawan

and Daniel (2019), O’Reilly
and Doerr (2020).

8 adjectives

It contains eight adjectives representing
narcissism (arrogant, assertive, boastful,

conceited, egotistical, self-centered,
show-off, and temperamental). To shape a

scale, the eight items must be averaged.

Survey Jamali et al. (2008), O’Reilly
and Doerr (2020).

SINS

The Single-Item Narcissism Scale (SINS)
compared with other longer scales

and the more pathological aspects of
narcissism were taken into account.

The question to answer by the respondents
is: “To what degree do you agree with the
argument ‘I am a narcissist’”? (1 = not so

real, 7 = very real).

Survey
Konrath et al. (2014), Van der
Linden and Rosenthal (2016),

O’Reilly and Doerr (2020).

Narcissism
Score 1

The ratio of singular first-person pronouns
(me, me, my, myself to total first-person

pronouns (me, me, my, me-myself, we, us,
our, our, ourselves).

Annual report and
Newspapers.

Kendall (1999), Aktas et al.
(2016), Capalbo et al. (2018).

Narcissism
Score 2

(a) prominence of the CEO’s photograph
on a 4-point scale in the company’s annual

report;
(b) prominence of the CEO in press releases

as the number of occasions the CEO was
named in the company’s pressreleases,

divided by the number of times the other
top executives of the company were named;
(c) the proportional cash pay by dividing
the cash compensation of the CEO by that
of the company’s second highest paying

executive;
(d) the CEO’s equity rewards and stock

options is the relative non-cash
compensation split by the second highest

paid executive.

Annual report and Bloomberg
database

Chatterjee and Hambrick
(2007), Oesterle et al. (2016),

Tang et al. (2015),
Al-Shammari et al. (2019)
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4.2.2. CEO Overconfidence Measure (OVC)

Recent research has assessed the overconfidence level using several distinct measures
(Malmendier and Tate 2005, 2008; Malmendier et al. 2011; Hirshleifer et al. 2012; Schrand
and Zechman 2012). Please refer to Table 3 for more details about the previous measures of
CEO overconfidence.

Table 3. A review of the different CEO overconfidence measures.

Measure Description Authors

Press

Comparing the number of
articles that use the confident

terms and the number of
articles that use the cautious

terms.

Malmendier and Tate (2005,
2008), Hirshleifer et al. (2012),

Hribar and Yang (2016).

Stock options

In two or more of the sample
years, the proxy for CEO

overconfidence is equivalent
to one when a CEO retains at

least 67 percent of the total
optional remuneration and

zero otherwise.

Hirshleifer et al. (2012), Lee
et al. (2019).

Prior Performance

Previous output equals to
thepre-tax operating cash flow

returns adjusted in a given
year divided by the previous
year’s market value of assets.

Fama and French (1997),
Koellinger et al. (2007), Choi

et al. (2018).

Score

(a) Industry-adjusted excess
investment;

(b) Industry-adjusted net
dollars of acquisitions made

by the firm;
(c) Industry-adjusted debt to

equity ratio;
(d) Dividend policy.

Schrand and Zechman (2012),
Ben Mohamed et al. (2013),
Kouaib and Jarboui (2016).

4.2.3. Corporate Governance Measure (CGS)

In this work, CG is taken into account as a moderator variable between the psycholog-
ical features of CEOs and CSR. Thomson Reuters’ database measures the CG ranking. This
ranking includes five main results: board composition, remuneration systems, board roles,
shareholder rights, and vision and strategy (Ferrero et al. 2015; Kouaib and Jarboui 2016).

4.2.4. Control Variables Measures

Firm characteristics can be incorporated as control variables. Therefore, we control for
firm size (SIZE), firm age (AGE), leverage ratio (LEV), return on assets (ROA), and R&D
investment intensity (RD).

Previous studies confirmed a positive association between the CSR and the firm size
(Ikram et al. 2019; Li et al. 2019). This study measured SIZE as the log of total assets to
measure firm size. Muttakin et al. (2017) and Ernawan and Daniel (2019) found that firm
age affects the CSR activities: the older a firm, the more likely it will undertake some
form of social activity. AGE is the number of years since the firm creation. (Li et al. 2019)
concluded that debt level is positively linked with CSR. However, Giroud and Mueller
(2017) confirmed a negative relationship. We measure LEV as the total debt to total assets.

A positive correlation between the CSR and the ROA business was noticed by re-
searchers (El Guindy and Basuony 2018; Cho et al. 2019; Li et al. 2019). ROA gives an idea
of the efficacy of team management in producing profits with company assets (El Guindy
and Basuony 2018). ROA is calculated as income before tax divided by total assets. Prior
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et al. (2008) and Saridakis et al. (2020) noted that there is a substantially higher CSR score
for companies with a high R&D rating. We calculate RD as the amount of R&D expenditure
split by the total revenue of a given business in a given year (Prior et al. 2008). In addition,
we check fixed effects for the year and the county.

5. Empirical Analysis and Results Discussion
5.1. Descriptive Statistics

Table 4 reports summary statistics. The average score for overall CSR in the sampled
firms is 78.12%. Therefore, real estate firms are socially responsible during the sampling
period. The average of the narcissism index is 0.09. This means that the level of CEOs
narcissism in the sample is high. The OVC variable shows that the average CEO’s level of
overconfidence is 0.75, which is also high. The average score for total CSR in the sampled
businesses is 78.12 percent. Table 4 reports summary statistics. During the sampling period,
real estate companies are also socially responsible. The index average for narcissism is 0.09.
This implies that the degree of narcissism of the CEOs in the sample is high. The OVC
variable indicates that the degree of over-confidence of the average CEO is 0.75, which is
also high. Regarding the moderator variable, the range of the CGS is 0.70.

Table 4. Descriptive statistics.

Variable Mean Min Median Max SD

CSR 78.12 7.76 85.43 95.78 18.48
CGS 70.16 1.81 75.48 97.07 21.67

NARC 0.09 −1.00 0.33 1.00 0.57
OVC 0.74 0.00 1.00 1.00 0.43
SIZE 6.90 5.19 6.84 8.47 0.58
AGE 74.09 1.00 52.00 293.00 59.37
ROA 10.00 −4.19 7.71 69.32 9.01
LEV 24.52 0.00 24.22 80.36 14.78
RD 4.49 0.01 1.95 149.56 9.20

CSR is corporate social responsibility. CGS is corporate governance score. NARC is CEO narcissism. OVC is
CEO overconfidence. SIZE is firm size. AGE is firm age. LEV is leverage ratio. ROA is firm performance. RD is
Investment intensity in R&D.

This illustrates that, overall, the businesses sampled have strong governance system.
This result is identical to the (Di Giuli and Kostovetsky 2014) results.

In the real estate super-sectors, an average corporate governance index of 72.3 percent
is reported. The presence of certain real estate firms that do not have good quality gover-
nance may clarify this. A 10 percent average ROA and a debt ratio of 24.53 for the control
variables. This means that, for EUR 100 in cash, European real-estate companies have a
profit of, on average, EUR 10.

5.2. Tests on Panel Data

Table 5 presents the Pearson’s correlation coefficients among the different explanatory
variables. Further, all VIF values presented in the same Table, are less than 2. These results
indicate the absence of the multicollinearity problem in our panel data.

Second, we search for heteroscedasticity of the panel stage using the Breusch–Pagan
test (1979). For the three versions, the test generates a statistically significant Chi-square
for (Table 6). The null hypothesis of constant variation has therefore been dismissed,
confirming the existence of the problem of heteroscedasticity.
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Table 5. Pearson matrix.

CSR CGS NARC OVC SIZE AGE ROA LEV RD VIF

CSR 1
CGS 0.22 *** 1 1.06

NARC 0.02 0.09 *** 1 1.05
OVC 0.01 0.01 −0.05 * 1 1.83
SIZE 0.57 *** 0.08 *** −0.04 0.01 1 1.34
AGE 0.16 *** −0.01 0.06 ** −0.03 0.05 ** 1 1.08
ROA −0.04 0.04 −0.02 0.07 ** −0.15 *** −0.09 *** 1 1.14
LEV 0.12 *** 0.08 *** −0.08 −0.01 0.29 *** −0.06 ** −0.19 *** 1 1.18
RD −0.20 *** 0.01 0.04 0.06 ** −0.21 *** −0.13 *** 0.09 *** −0.17 *** 1 1.10

CSR is corporate social responsibility. CGS is corporate governance score. NARC is CEO narcissism. OVC is CEO overconfidence. SIZE is
firm size. AGE is firm age. LEV is leverage ratio. ROA is firm performance. RD is Investment intensity in R&D. VIF is variance inflation
factor. Statistical significance at the 10%, 5%, and 1% levels are indicated by *, **, and ***, respectively.

Table 6. Empirical results (#Obs. 450).

Panel A: Model 1 Panel B: Model 2 Panel C: Model 3

Coef. t-Value Coef. t-Value Coef. t-Value

Constant −3.88 *** −2.00 −4.27 *** −2.01 −3.67 *** −3.23
CGS 0.11 *** 3.48 0.11 *** 3.13

NARC 0.15 *** 3.49 0.37 *** 3.27
NARC × CGS −0.24 *** −3.68

OVC 0.18 *** 2.76 0.31 * 1.80
OVC × CGS 0.21 ** 2.47

SIZE 0.16 *** 4.82 0.13 *** 4.09 0.16 *** 4.16
AGE 0.03 *** 3.76 0.02 *** 3.96 0.04 *** 3.10
ROA 0.08 *** 4.12 0.06 *** 2.91 0.05 *** 2.60
LEV −0.06 *** −4.01 −0.07 *** −4.89 −0.09 *** −4.55
RD −0.30 * −1.90 −0.19 ** −2.59 −0.34 *** −3.95

Year FE Yes Yes Yes
Country FE Yes Yes Yes

Hausman’s test 29.98 ***
(0.000)

31.47 ***
(0.000)

33.28 ***
(0.000)

Breusch–Pagan test 98.74 ***
(0.000)

94.53 ***
(0.000)

87.96 ***
(0.000)

Wooldridge test 0.69 **
(2.38)

0.57 **
(2.43)

0.72 **
(2.26)

R-squared 0.34 0.39 0.38

CGS is corporate governance score. NARC is CEO narcissism. OVC is CEO overconfidence. NARC × CGS is the interaction term
between CEO narcissism and corporate governance score. OVC × CGS is the interaction term between CEO overconfidence and corporate
governance score. SIZE is firm size. AGE is firm age. LEV is leverage ratio. ROA is firm performance. RD is Investment intensity in R&D.
VIF is variance inflation factor. The models control for year and country fixed effects. Statistical significance at the 10%, 5%, and 1% levels
are indicated by *, **, and ***, respectively. FGLS estimation approach is used to correct for heteroscedasticity and first-order autocorrelation
problems.

Third, using the test proposed by Wooldridge, we test for potential serial correlation
in the idiosyncratic error term in our panel results (2002). As shown in Table 6, for the three
versions, the test shows a statistically relevant F-test at a 5 percent level. Therefore, findings
suggest that data include intra-person first-order autocorrelation. As we conclude that
heteroscedasticity and first-order autocorrelation issues occur in our panel results, we use
the FGLS estimation method to correct linear regression assumptions for such violations.
Fourth, we check the reality of individual impacts. As we conclude that heteroscedasticity
and first-order autocorrelation issues occur in our panel results, we use the FGLS estimation
method to correct linear regression assumptions for such violations. As shown in Table 6, at
the 1 percent threshold for the three regressions, the Fisher test is important. This validates
the importance of the particular fixed effects (Balestra 1992). This outcome allows H0 to be
dismissed and the alternative hypothesis to be accepted: the existence of fixed individual
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effects. Furthermore, for all models that confirm the importance of random individual
effects, the Breusch and Pagan LM test (1980) is important at the 1 percent threshold. H0
(absence of random individual effects) is thus dismissed and the alternative hypothesis is
accepted (presence of random individual effects). Finally, the Hausman test is performed
to distinguish between set and random models. The standard test for specifying individual
effects is this test. For all regressions, the outcome of this test is substantial. We apply the
specification to fixed results, therefore.

5.3. Hypotheses Validation

The results from the effect of the CEO behaviors on CSR activities are presented in
Panel A from Table 6. Narcissistic CEOs narcissism is found to be positively (a1 = 0.15) and
significantly (at 1% level) associated with the level of CSR activities. Therefore, narcissistic
CEOs focus on activities associated with CSR forces, exploit success personally, and orient
social praise to improving their public image. Our finding is consistent with the research
of Chatterjee and Hambrick (2007, 2011) and Petrenko et al. (2016). Further, it is found
that CSR activities significantly increase with the level of CEO overconfidence (a2 = 0.18).
This can be linked with the narcissistic personality of the CEOs. This result contradicts
McCarthy et al. (2017). Regarding the control variables, we found a positive and significant
relationship (SIZE = 0.16, AGE = 0.03, and ROA = 0.08) with CSR. Certainly, pursuant to the
result of Chih et al. (2010), firm size is positively linked with corporate social responsibility
performance. In addition, large real estate create a center of attention of a range of partners
as they react to stakeholders’ CSR demand. However, a negative relationship between
CSR and LEV is found (a5 = −0.06). This is consistent with earlier empirical findings that
CSR has strategic implications (McWilliams and Siegel 2001; Jo and Harjoto 2012). These
outcomes confirm H1 and H2.

Panel B from Table 6 presents the results of the impact of CG elements as measured
by the CGS on the CEO characteristics–CSR activities relationship. The interaction term
NARC × CGS is significantly negative (−0.24, 1% level). Such consequence postulates that
appropriate performance of CG mechanisms can influence managers’ decisions and thus
mitigate the result of CEO quality. Therefore, H3 where CG moderates the association
between managerial narcissism and CSR activities is confirmed. High-quality CG practices
can moderate the consequences of behavioral and cognitive biases. It thus makes it possible
to mitigate the behavioral impact that negatively influences the loyalty of the CEO to CSR
activities.

Panel C from Table 6 presents the results of the impact of CG elements (CGS) on the
CEO characteristics–CSR activities link. The interaction term OVC × CGS is significantly
positive (0.21, 5% level). This finding suggests that good performance of CG mechanisms
can affect managers’ decisions and thus mitigate the effect of CEO quality. Therefore,
H4 suggesting that CG moderates the association between managerial overconfidence
and corporate social performance is confirmed. Therefore, good CG practices will raise
the self-possession of CEOs, and make easy planned executive as well as the loyalty to
CSR with lucidity rather unethical behavior. Our finding is consistent with the theory of
legitimacy based on the premise that the organization functions in society through a social
contract in which it participates in carrying out different social acts in return for accepting
its ultimate survival.

Therefore, the over-confident CEO must reveal to society adequate social information
to show that he is a respectable citizen.

5.4. Robustness Check

The sample appears to be dominated by three nations. Around 57% of the sample
came from the United Kingdom, Sweden, and Germany (240 firm-year observation). We
re-estimated the three models using the 240 observations in another supplementary exami-
nation. The findings shown in Table 7 are identical to those stated previously in the initial
estimate.
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Table 7. First robustness test (#Obs. 280).

Panel A: Model 1 Panel B: Model 2 Panel C: Model 3

Coef. t-Value Coef. t-Value Coef. t-Value

Constant −4.05 *** −3.23 −3.53 *** −4.26 −5.96 *** −4.96
CGS 0.12 *** 6.28 0.26 *** 3.39

NARC 0.11 *** 3.75 0.49 *** 4.86
NARC × CGS −0.19 *** −3.83

OVC 0.48 *** 3.23 0.28 ** 2.53
OVC × CGS 0.17 *** 3.10

SIZE 0.36 *** 6.81 0.33 *** 6.09 0.27 *** 5.88
AGE 0.05 *** 2.98 0.04 0.98 0.01 0.52
ROA 0.02 *** 2.89 0.01 0.27 0.01 0.98
LEV −0.07 −1.24 −0.10 * −1.91 −0.05 −0.48
RD 0.18 1.23 0.09 * 1.84 0.16 ** 2.17

Year FE Yes Yes Yes
Country FE Yes Yes Yes
R-squared 0.40 0.38 0.29

CGS is corporate governance score. NARC is CEO narcissism. OVC is CEO overconfidence. NARC × CGS is
the interaction term between CEO narcissism and corporate governance score. OVC × CGS is the interaction
term between CEO overconfidence and corporate governance score. SIZE is firm size. AGE is firm age. LEV is
leverage ratio. ROA is firm performance. RD is Investment intensity in R&D. VIF is variance inflation factor.
The models control for year and country fixed effects. Statistical significance at the 10%, 5%, and 1% levels are
indicated by *, **, and ***, respectively. FGLS estimation approach is used to correct for heteroscedasticity and
first-order autocorrelation problems.

GRI gathers organizations ‘sustainable development studies. It seeks to resolve the
reliability and consistency of CSR disclosure with a high view of appreciation and to
harmonize and normalize CSR reporting across organizational and national limitations.
Lately, GRI is a recommended reference framework for reporting under the new European
directive, especially in France. This makes France a case apart in the context of current
CSR policies. Therefore, we check the robustness of our models within French real estate
companies (50 firm-year observation). According to Table 8, we achieve the same conclusion
and inferences stay unchanged.

Table 8. Second robustness test (#Obs. 60).

Panel A: Model 1 Panel B: Model 2 Panel C: Model 3

Coef. t-Value Coef. t-Value Coef. t-Value

Constant −4.67 *** −3.08 −2.65 *** −2.67 −3.41 *** −3.27
CGS 0.12 *** 3.44 0.16 *** 2.94

NARC 0.17 ** 2.44 0.49 *** 3.62
NARC × CGS −0.22 *** −2.83

OVC 0.58 *** 2.85 2.00 ** 2.47
OVC × CGS 0.05 ** 2.35

SIZE 0.17 *** 5.09 0.29 *** 4.35 0.63 *** 6.73
AGE 0.07 * 1.98 0.04 * 1.84 0.02 ** 2.29
ROA 0.04 *** 2.91 0.02 ** 2.54 0.07 ** 2.40
LEV −0.09 *** −3.15 −0.08 *** −3.27 −0.11 *** −3.50
RD 0.14 ** 2.20 0.14 ** 2.33 0.17 ** 2.15

Year FE Yes Yes Yes
Country FE Yes Yes Yes
R-squared 0.44 0.37 0.31

CGS is corporate governance score. NARC is CEO narcissism. OVC is CEO overconfidence. NARC × CGS is
the interaction term between CEO narcissism and corporate governance score. OVC × CGS is the interaction
term between CEO overconfidence and corporate governance score. SIZE is firm size. AGE is firm age. LEV is
leverage ratio. ROA is firm performance. RD is Investment intensity in R&D. VIF is variance inflation factor.
The models control for year and country fixed effects. Statistical significance at the 10%, 5%, and 1% levels are
indicated by *, **, and ***, respectively. FGLS estimation approach is used to correct for heteroscedasticity and
first-order autocorrelation problems.
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6. Conclusions

Although the relationship between CSR and real estate investment appears to be
important, the determinants of corporate social responsibility processes in real estate
companies have not been largely addressed.

There is no single study carried out in the post-financial crisis era to clarify the CSR
practices of the real estate industry using behavioral finance and CG to the best of the
writers’ knowledge. This research is the first to provide an ample overview of corporate
social responsibility activities in the European real estate industry. The purpose of this
study was to examine, on the one hand, the influence of CEO behavior on the engagement
of real estate companies with CSR activities and, on the other hand, the moderating effect of
CG on the liaison between CSR and these quality. Results propose that the CEO’s behaviors
influence corporate decisions, especially the level of CSR investment. The findings also
suggested that effective CG mechanisms can impact the behavior of CEOs and consequently
moderate the impact of their cognitive and behavioral biases. This result suggests that in
such a context of best CG practices in which the company avoids information asymmetry
problem, the CEO is in a secure situation that will amplify their confidence and capacity, and
support them to connect in CSR performance. The approval of the moderation investigation
is certified to emphasize the significance of the function played by the CG system. This may
possibly provide an innovative perspective for understanding the relationship of the CEOs’
characteristics with CSR activities. Implications of theory and method may be drawn. First,
by discussing the clarifying aspect of the CSR plan and researching the relation between
this contract and the consistency of corporate governance, this research contributes to the
improvement of the current literature. Certainly, this revision scrutinizes the connection
between CEO behavior and CSR in light of the CG theory. In the Anglo-Saxon and Japanese
contexts, research work on this topic is diverse. Meanwhile, studies dealing with the
moderating effects of CG on the relation between CEO characteristics and CSR policy are
still very little studied in the European context.

Second, our donation lies in incorporating a moderator variable. The exploration
of this line of research is relevant insofar as the adoption of the moderating variable
methodology allowed us to highlight the role played by the CG elements. This could
provide a new perspective for understanding the relationship between top executives’
personality traits and CSR. Second, our contribution lies in the inclusion of a variable
moderator. To the degree that the adoption of the moderating variable methodology
allowed us to highlight the role played by the CG elements, the exploration of this line of
research is important. This could offer a fresh insight for understanding the relationship
between personality characteristics of top executives and CSR.

Globally, the results of this study reveal the personal dimensions of CEOs as well as
their attitude towards corporate social responsibility activities in the real estate industry.

In fact, the given results demonstrate that CSR is biased due to the influence of
executive perception and its personal objective, so this corporate social responsibility
policy must be redesigned to incorporate the potential mechanical and substantive conflict
consequences. The analysis proves that individual characteristics influence a manager’s
behavior in general and his perception of corporate social responsibility in particular. It is
also known that the priority of senior executives appears to be oriented towards corporate
sustainability, which is a major issue for developing corporate social responsibility.

The current study confirms that CSR corresponds to the representation that everyone
has of his own interest and that meets the expectations of all stakeholders. Our research co-
incides with the study conducted in 2016 by the consulting firm Bain & Company showing
that convincing the CEO is the first step to successfully deploy CSR strategy. So how does
the company convince the CEO to better integrate CSR into business transformation?

In order to better understand the studied relationship and shed light on this signifi-
cant research area, further work is needed. Future research will influence demographic
factors such as recompense, age, gender, and educational level for the CEO for a better
understanding of CSR. In addition, describing how CG processes can play an effective
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and moderating role in the relationship between the characteristics of the CEO and the
activities of CSR separately.
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