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Abstract: The sustainable development of business requires adjustments in corporate governance to
assure the economic, social and environmental aspects of a firm’s responsibility are managed according
to the triple bottom line approach. For this purpose, the board of directors can establish devoted
corporate social responsibility (CSR) committees to reduce a company’s exposure to responsibility
failures. By means of a quantitative analysis on listed firms on FTSE MIB and STAR markets of
the Italian Stock Exchange and embracing different theories this paper aims at finding the potential
influence of external (soft law and socio-environmental industry risk) and internal (firm size and
ownership structure) factors on the presence of CSR committees. This study contributes to the existing
literature about sustainability in business, recommends to directors to not underestimate the risk
of ‘strategic unsustainability’, and offers to regulators significant food for thought to improve the
contribution to sustainable development by companies.

Keywords: corporate sustainability; CSR committees; corporate social responsibility; Italian
stock exchange

1. Introduction

The awareness to deal with environmental and socio-economic problems emphasized by
international organizations (e.g., United Nations Agenda 2030, the Green New Deal for Europe
declared by the President of the European Commission in 2019) has highlighted the importance of
firms involvement toward more sustainable business models and corporate social responsibility (CSR).
Furthermore, the ethical issues related to corporate scandals of recent decades, due to a mismanagement
by the board of directors (BoDs) aimed at favouring only certain categories of stakeholders, have
stressed the need for a responsible business conduct and the institutionalization of business ethics
within the BoDs.

Scholars have extensively studied the BoDs as a factor determining the level of corporate
orientation towards social responsibility and sustainability [1,2]. Agency theory [3,4] states that the
BoDs, receiving a mandate by ownership to run the business, is responsible for the definition of
company’s goals which must be aligned with the agents’ interests in order to mitigate the so called agency
conflicts [5]. Mixing the agency theory with the stakeholder theory [6,7], the BoDs must be capable of
managing the sustainable development of firm in the long-run by a corporate global responsibility
towards stakeholders (shareholders included), overcoming the emphasis on the relationship between
company and its shareholders. This can be achieved by the BoDs defining corporate strategies and
policies along the so-called ‘triple bottom line’, namely the equilibrium among economic, social
and environmental performance [8]. This sustainability approach is oriented to guarantee the
firm’s competitive lost-lasting advantage, satisfying the expectations of wide stakeholders’ groups,
seizing opportunities and managing risk [9]. As well, international institutions have emphasized the
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importance of the commitment by the BoDs in terms of issues of CSR (e.g., the Resolution 2012/2098(INI)
of 06/02/2013 by the European Parliament).

The attention for CSR has gradually led to the diffusion within the BoDs of special committees
devoted to sustainability matters (CSR committees), rarely as a legal requirement and more frequently
as a recommended self-discipline practice or autonomous corporate initiative. Such committees were
born to manage ethics and environmental issues separately, but starting from the end of the first
decade of the 2000s ‘sustainability’ becomes the most recurrent committees’ name, emphasizing the
acknowledgment of the relations among environmental and social responsibility [9].

Board committees, thanks to activities oriented to monitor, propose and give assurance to the board,
manage issues related to critical success factors and/or source of potential conflicts of interest [10–12].
In particular, CSR committees are established to guarantee the protection of stakeholders in the
case of competing interests, according to the goal to create shared value thanks to the coordination
among economic, social and environmental dimensions [13,14]. In fact, a real corporate commitment
in sustainability influences different firm’s areas and processes (think, for example, to the circular
economy, the integrated reporting, the opportunity to be listed in special sustainable stock exchange
indexes) and, for this reason, it needs to be planned by the board according to a systemic perspective.

Many researches are about the relationship between corporate governance and CSR, considering
that the board structure influences the triple bottom line performance [1,15–19], but mostly ignoring the
role of CSR committees within the boards. Most of the previous researches studied the CSR committees
as determinants of corporate performance [13,20–25] and corporate disclosure [26] instead of as effects
of internal or external variables [9,27].

This gap in the literature and the spreading importance of managing sustainability as strategic
issue at the board level suggest us to go in-depth and debate this matter.

This paper, embracing both the institutional theory [28–31] and the resource based theory [32–34],
by means of a regression analysis, aims at underling the potential influence of both external (soft law
and industry risk) and internal (firm’s size and ownership structure) factors on CSR committees.

This paper contributes to the existing literature about the board’s committees and sustainability,
encouraging to consider the impacting factors on CSR committees in addition to the impact of such
committees on corporate social and environmental performance.

Furthermore, this study contributes to the commitment of private sector in the global sustainable
development, suggesting firms to include sustainability in the board’s strategic discussions to ensure the
business strategies are respectful of the environmental and social matters. In fact, the institutionalization
of these issues in strategies is the first step to create a real culture of sustainability within all the
organization. This process can be led by CSR committees made up of board’s members with specific
skills and officially committed for sustainable business strategies. The management of CSR is becoming
even more complicated because of the global engagement for a sustainable development requested
by national and international institutions. For this reason, companies need to be aware of their role
within the society and need corporate structure to reduce their exposure to responsibility failures and
to handle complexity.

Finally, this paper can provide regulators to useful information for promoting special board
structures helping firms to manage their sustainability strategies in a synergic way.

The article is organized as follows. First, we review the existing studies on CSR committees, to
highlight what is known and potential gap; the literature review allows us to depict the theoretical
framework for the hypotheses generation. Then, we formulate the hypotheses, the methodology is
presented, as well as the results and discussion. Lastly, we conclude with theoretical, managerial and
policy implications of our study, considering its limitations and opportunities for future research paths.
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2. Literature Review and Theoretical Background

2.1. The Role of CSR Committees

The environmental and social global problems (e.g., global warning, deforestation, pollution,
water crisis, poverty, inequality, political instability), together with the concern that big scandals (as
Enron, WorldCom, and Ahold) may happen again test the ability by firms to manage relations with
broad categories of stakeholders. In fact, while some corporate failures are the result of fraudulent
practices, many companies exhibit a real corporate governance risk related to conflicts of interest,
inexperienced directors, excessive short-term orientation, and the scarce attention for social and
environmental matters [35,36]. All these circumstances stressed the BoDs structure as a critical factor
for a good corporate governance, respectful of the expectations of wide categories of stakeholders.
Over the years, legislators, regulators, national and international institutions pointed their attention on
the board composition (e.g., in terms of board independence, CEO duality, and board committees),
as the corporate governance theories emphasized the BoDs structure as a determinant mechanism to
develop firm’s competitiveness and performance [37,38].

While some BoDs structural characteristics are mandatory (e.g., the establishment of the audit
committee in the one-tier or unitary board systems, or the minimum number of independent directors
depending on the firm size in the two-tier of dual board systems), others depends on the same BoDs
choices (e.g., the establishment of nominating, compensation, and CSR committees).

Committee level researches are heavily focused on the benefits of audit, nomination and
remuneration committees within the BoDs because of the high risks of conflicts of interest characterizing
these areas. In fact, the key role played by the board committees is to manage potential conflicts of
interest supporting the BoDs in its decision-making process [10,12,39,40]. Other ad-hoc committees for
specific tasks can be established.

In particular, the literature about the board committees depicts a growing presence of CSR
committees [13,41], with the aim to manage activities regarding social, environment, health and safety
matters, and stakeholder relationships [42], balancing the potential conflict between shareholders’
short term profit expectations and the long term creation of value as fundamental to corporate future
life, as sustainability view suggests [43]. In fact, such committees act as mediators among conflicting
interests within the board, or when short-termism demands conflict with the long-lasting value [44],
reviewing and recommending to the BoDs goals and policies that maintain the company committed to
high standards of ethics and integrity, legal compliance, social responsibility and sustainability.

As Purcell [45] remarks there are many reasons for the establishment of such committees: to
account to stakeholders the structuring of ethical and sustainability issues, to spread the CSR culture
throughout the organization, to strengthen the corporate legitimacy within the community.

The institutionalization of sustainability into the corporate goals thanks to the establishment
of CSR committees can be a source of competitive advantage. In fact, according to the signaling
theory [46], based on the information asymmetry between companies and their shareholders, the
existence of CSR committees makes visible to financial markets a commitment for environmental
and social issues which goes beyond mere legal compliance. Nowadays, institutional investors are
increasingly looking to environmental, social, and governance (ESG) funds [47], using responsible
investing criteria: The investments in ESG funds increased of +25.2% from 2014 to 2016 (Bloomberg
data). BlackRock, the world’s largest asset manager, has just become a partner of Ellen MacArthur
Foundation launching its first circular economy fund. Hence, ESG investors need to identify which
companies may be best positioned to succeed in a sustainable world analyzing corporate reports but
also corporate structure in terms of board composition and board committees.

2.2. Theoretical Framework

The literature review explains the establishment of CSR committees with the aim by the BoDs
to improve environmental impacts [22,25,37,48], voluntary CSR disclosure [26,49–53] or corporate



Sustainability 2019, 11, 6987 4 of 17

social performance in general [21,23,54–58]. So, many researches emphasize CSR committees as a
characteristic of the board structure to improve the corporate governance and positively influence
the corporate performance. According to authors who embrace the agency theory [3,4], the BoDs
effectiveness depends on the ability by the board to control the agency problems guaranteeing better
corporate performance, in the short as well as the long term. The difficulty by the BoDs to perform this
fiduciary duty [59] has led some scholars to focus on the BoDs committees as potential sources for
solving some deficiencies of the full corporate board [60]. Other authors refer to legitimacy theory [31]
emphasizing the disclosure effects of the establishment of CSR committee for corporate legitimation to
operate [49–53] or for the obtaining of sustainability reporting assurance [61,62].

Kolev et al [60] suggest studying unexplored areas about the BoDs committees, and revisit the
topic with different approaches and theories. This paper suggests us to complete the existing approach
embracing also the resource based theory [32–34] and the institutional theory [28–31], not considering
the CSR committees as determinants of dependent variables (performance, disclosure, stakeholder
engagement, etc.) but the results of internal and external pressures on the BoDs.

Resource based theory bases the source of competitive advantage in the resources system that
firm can manage, giving importance to the internal variables. Board structure is itself a system of
resources [63] appointed by the ownerships for managing the successful development of company.
The BoDs structure expresses variables as the corporate identity and the ability to nurture relationships
with stakeholders, as the presence of special CSR committees within the BoDs expresses the stage of
sustainability commitment by the board [64]. So, corporate ownership, being tasked by the law with
appointing the board members depending on their skills and competencies, qualifies as one of the
internal pressures on the BoDs structure, being viewed as CSR committees antecedent [28,58,65].

Institutional theory focuses on the external pressures to corporate governance structure [28,66–68],
being they coercive (formal constraints as rules, laws and regulations) or normative (informal
constraints as practices and standards). The literature review highlights few studies about the adoption
of institutional theory to explain the corporate structure with particular regard to CSR committees. For
Vigneau et al. [69] the adoption of Global Reporting Initiative (GRI) standards is the factor influencing
the management structure and the relate presence of CSR committees; Gennari and Salvioni [9] and
García-Sánchez et al. [27] positively relate the CSR committees with the mandatory provisions about
CSR information.

The gap in the existing literature currently focused on CSR committees as independent variable,
and the suggestion to refer to different theories support our research question about the impact of
the external and internal pressures on the BoDs’ choice to establish CSR committees, and allow us to
develop the following hypotheses.

3. Hypotheses Development

To find the external and internal variables with a possible impact on the establishment of CSR
committees we have focused on those that have resulted to be relevant in the literature about the board
structure and sustainability issues.

3.1. External Pressures and Related Hypotheses

With regard to the external pressures on the choice by the BoDs to define a special structure
devoted to sustainability as CSR committee, a research by Gennari and Salvioni [9] highlighted that
the most relevant impacting variable was a formal constraint, specifically the mandatory non-financial
disclosure ex Directive 2014/95/UE, which obliges certain large undertakings and groups to disclose
non-financial information. The authors have analyzed more than 22,000 boards of European companies
from 2000 to 2016, assuming as dependent variable the number of CSR committees by country and
as independent variables the international formal (non-financial Directive) and informal (UN Global
Compact, OECD Guidelines, ISO:26000, National Action Plans, perceived country’s level of corruption,
and soft law recommending CSR committees) constraints.
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In this paper we focus on Italy, where the cited Directive is in force but where no duty to constitute
CSR committees exists. In particular, we analyze different markets belonging to the Italian Stock
Exchange, subject to the Italian Self-Discipline Code by Borsa Italiana. This Code is addressed to all
listed companies, outlines principles of good corporate governance recommending behaviors, and
depicts some best practices according to the comply or explain principle.

Since Nineties, following the example of the UK with the Cadbury Code, many share issuers,
asset management companies, and politics promoted the drafting of self-discipline codes to spread
high standards of corporate governance.

National self-discipline codes can be defined as soft law being tools of regulation that, compared
to the hard law, are more flexible in both the regulatory design and sanction system [70,71]. In fact, a
deviation by company from a soft rule is not really an infringement of a law, and stakeholders will
consider from time to time giving trust and resources to the company. Furthermore, the flexibility
of the soft law finds reason in the continuous changes of the economic and legislative environments
where companies operate [72], suggesting new and relevant issues.

The cited research by Gennari and Salvioni [9] stated a positive, even if not relevant, relation
between the soft law and the CSR committees. In this paper, starting from [9] that remains on the
international level of analysis, we aim to go in depth the impact of the soft law at national level
confirming or not the previous results. For this reason, we argue that the presence of a soft law (national
self-discipline code) recommending CSR committees as a standard of good corporate governance has a
positive influence on the corporate governance structure in terms of CSR committees.

Hypothesis 1 (H1). Soft law has a positive association with voluntary decision by the BoDs to constitute a
CSR committee.

Industry is suggested by the existing literature as a driver for CSR [73], considering the different
level of social and environmental risk related to different business sectors. Jo and Na [74] suggest a
negative relation between CSR engagement and firm risk over the long term. Adopting an industry risk
perspective [75,76] similar CSR practices can be explained by similar environmental conditions [77]. In
particular, Young and Marais [78] tested the effect of the industry characteristics on CSR reporting,
finding a positive relation between high-impact risk industries (according to FTSE4Goods Indices
which distinguish different risk level regarding inclusion impacts, climate change impacts, bribery
impacts and labor impacts) and CSR voluntary disclosure.

Black [79] affirms that the lower the industry risk is, the higher the level of social license to operate
by company is. So, companies operating in industries characterized by a high level of risk need to set
their corporate governance with a special attention to CSR, considering also that CSR risk literature
suggests the firm’s risk decrease thank to the engagement in social responsibility [80,81]. Some authors
emphasize the importance to manage the risk at the board-level with devoted positions which can
be a single committee, a group of committees, or a Chief Risk Officer having a high level of technical
expertise [82,83].

The adoption of a sustainability approach by business, as the one embraced in this paper, implies
to consider adequately the sources of sustainability risk inherent to industry activities (e.g., water
consumption, dangerous emissions, waste, and so on) and to assure their management as a strategic
imperative. These considerations suggest us to formulate the following hypothesis.

Hypothesis 2 (H2). Industry risk has a positive association with voluntary decision by the BoDs to constitute
a CSR committee.

3.2. Internal Pressures and Related Hypotheses

The positive effect of sustainable strategies on corporate revenues is proved by researches [84–87].
We adopt a different point of view, according to the resource based theory, using revenue as a proxy for



Sustainability 2019, 11, 6987 6 of 17

firm size [88]. In fact, in the accounting researches the firm size is used to explain differences in corporate
disclosure supporting a positive relations between the firm size and the level of voluntary disclosed
non-financial information [89,90]. As literature suggests [9], non-financial reporting needs can lead
the establishment of CSR committee; for this reason, we argue such committees are positively related
with the voluntary disclosure about social and environmental business sphere, this last depending
on the firm size. Furthermore, the greater the firm is, the higher its visibility is and the categories of
stakeholders which can have socio-environmental interests toward it are wider [91]. For this reason,
we assume that:

Hypothesis 3 (H3). Firm size has a positive association with voluntary decision by the BoDs to constitute a
CSR committee.

The different mix of corporate ownership can have a relevant influence on corporate governance
because of the same ownership appoints the directors who are responsible for the definition of business
strategies and the management of corporate resources [92]. Hence, the BoDs is the expression of the
ownership structure [12,16,18,19].

Previous researches highlighted different approach toward the BoDs sustainability commitment
depending on the ownership characteristics [93], because different owners are characterized by different
goals, and time horizons being interested in longer or shorter-term investments, and different risk
exposures [94–98].

There are arguments supported by the literature review about the relation between sustainability
and concentrated ownership by family, state and institutional investors. Ownership structure and CSR
have been widely examined [26,99–104]. As regards to families, previous studies stated that when
family owners, control, or manage the business a positive relation with social and environmental
performance [105] is proved, as well as there are some research findings suggesting a negative
relation [106–108]. State ownership seems to have a positive relation on sustainability report
quality [109] and, accordingly on sustainability approach by managers, with particular regard
to environmental issues. Alda [110] found a positive influence on ESG (Environmental, Social,
Governance) performance by large pension-fund shareholding. Salvioni and Gennari [92], analyzing
some of the most sustainable corporations in the world, assert that owner families and institutional
investors possessing important percentage of share tend to give to decision-making processes a
long-term sustainable approach. Considering these arguments, we formulate that:

Hypothesis 4 (H4). Relevant quota of concentrated ownership have a positive association with voluntary
decision by the BoDs to constitute a CSR committee.

4. Methodology

We aim at testing the four hypotheses by means of a quantitative model that considers the impact
of self-discipline Code’s recommendation (soft law), industry risk level, revenue (as proxy of the firm
size) and ownership concentration on the presence of CSR committees within the BoDs of Italian
companies listed on FTSE MIB and STAR indexes of the Italian Stock Exchange (www.borsaitaliana.it).
All the data have been collected from August and September 2019.

4.1. Sample

The Report on Corporate Governance of the Italian listed companies by Consob (2018), starting
from 2017 (date when the L.D. n. 254/2016, which has transposed in the Italian law the Directive
2014/95/UE, entered into force) highlights that about 20% of the companies (representing the 61% of
market capitalization) have instituted a sustainability committee.

www.borsaitaliana.it
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The total starting population of our analysis is composed of 40 companies listed on FTSE MIB
index and 79 companies listed on STAR index. These companies are the ones listed on the two
cited indexes at the date of the analysis; this number can change because of new entry and delisting
during the year. We collected data by Bureau van Dijk Orbis Database, which contains information on
companies across the world. Where the information was not available in the Database, we referred to
companies’ website. We removed companies missing information necessary in order to carry out our
analysis including companies without an assigned level of industry risk because defined unethical
(producers of arms and military equipment, producers of tobacco and hard liquor, casinos and other
gambling facilities) by the European Bank for Reconstruction and Development (EBRD). We obtained
39 companies listed on FTSE MIB and 66 on STAR (Appendix A).

4.2. Model and Measurement of Variables

The dependent variable is the company’s choice to establish a devoted committee for sustainability
issues, and it is equal to 1 if firm has this committee, otherwise, it is 0 (Table 1). We consider 0 also the
situations characterized by the other committees with tasks in social and environmental matters; in
fact, the CSR committee’s activities can be integrated into the audit or remuneration committees’ tasks
or delegated to organizational functions outside the BoDs.

Table 1. Variables Used in the Model and their Measures.

Variables Description Measurement Source of Data

Expected Relation
between Independent

and Dependent
Variables

CSR committee Dependent
variable 0: no; 1: yes Corporate website

Soft law Independent
variable 0: no; 1: yes Stock Market

Regulators +

Industry Risk Level Independent
variable

1: low risk level
2: medium risk level

3: high risk level

Orbis Database,
EBRD List +

Revenue Independent
variable N>0 Orbis Database +

Ownership
concentration

Independent
variable

O1: 1 = 3% < C1 > 24%
0 = Otherwise

O2: 1 = 25% < C2 > 49%
0 = Otherwise

O3: 1 = C3 > 50%
0 = Otherwise

Orbis Database +

For this aim we used content analysis [111,112] searching for committees called CSR or social
(and synonymous), environmental, ethical (and synonymous), sustainability committees. A previous
research on CSR committees in Europe [9] reveals that the name of such committees changed according
to the public sensitivity for particular topics: until 2010 the term ethics/ethical prevailed to indicate the
corporate need to obtain the legitimacy to operate. Furthermore, at the end of the first decade of the
2000s the concept of sustainability started to spread inducing also a change in the committees’ name.

The Italian Self-discipline Code for listed companies updated 2018 recommends companies
belonging to FTSE MIB, according to the comply or explain principle, to establish a devoted committee
for sustainability matter and stakeholder relationships or to assess the possibility to manage these
issues by other existing committees (art. 4). In fact, FTSE MIB index is the main benchmark index of
the Italian stock markets. The FTSE MIB Index measures the performance of 40 Italian stocks capturing
about the 80% of the internal market capitalization, and it is composed of companies of primary
importance and high liquidity in different industries (www.borstaitaliana.it).

Although there is no a special statement for other indexes by market regulators, we consider in our
analysis also the companies listed on STAR, because this segment includes medium-sized companies

www.borstaitaliana.it
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complying with the requirements of excellence in terms of high transparency in communication, high
liquidity (free float of minimum 35%), and corporate governance according to the highest international
standards (mandatory audit and remuneration committees and top-level compensation linked to
long term performance). The great attention for corporate governance by companies belonging to
STAR induces us to argue a special attention for the BoDs composition aimed at reducing the risk of a
business conduct inconsistent with the global responsibility towards stakeholders and the required
standards. We consider the value 1 if a special recommendation to market exists and otherwise the
value 0 (Table 1).

To assess the risk level, we refer to the Environmental and Social Risk Categorization List
(revised 2014) by EBRD. It is a checklist addressed to financial institutions to assess the typical level
of environmental and social risk related to particular business activities. The document by EBRD
ranks business activities according to the EU statistical classification codes NACE Rev. 2 (Regulation
(EC) No 1893/2006 of the European Parliament and of the Council). High risk activities are the ones
characterized by a significant or long-term environmental and social risks and impacts. These business
activities could obtain benefits by adopting a specialized risk assessment model. Medium activity risk
refers to business activities with limited environmental and social risks and impacts; these business
activities can prevent or mitigate the risks by means of technical and financial measures. Finally,
activities characterized by a low level of risk have few environmental and social risk and impacts
associated with them.

We collect by Orbis Database the matching code of each company searching in the EBRD list the
corresponding risk level. The EBRD list expresses the risk level in a qualitative way (high, medium,
low) using a scale based on three degree. For this reason, we attribute to each level a quantitative
measure, identifying the low risk with 1 point, medium with 2 points, and high with 3 points of risk
(Table 1).

As regard the firm operating revenue, that we considered as a proxy of firm size, we obtain data
from Orbis Database expressed in USD (Table 1).

As for the ownership structure, Orbis Database gives us information about the direct participation
(in %) by the present shareholders. We measure the average value of ownership concentration according
to three slots mentioned in the art.120 of Italian TUF, beyond which the communication requirements
to Consob, that is the vigilance authority of Italian Stock Exchange, increase (3%, 25%, and 50%). The
first slot is between 3% (the minimum level fixed to impose a duty to communicate) to 24%; the second
slot is between 25% and 49%, and the third level is over 50% (Table 1).

To validate the hypotheses, we referred to a quantitative analysis using a multivariate regression
built on the following model. Significance F supports the model.

CSR committeei = β0 + β1 So f t Lawi + β2 Industry Risk Leveli + β3 Revenuei + β4 O1i + β5O2i + β6 O3i + εi (1)

5. Results and Discussion

Table 2 reports the descriptive statistics with reference to the variables used in the model. The
size of firms belonging to different indexes is very different, as required by Borsa Italiana to be listed
in either market. In fact, the average operating revenue of FTSE MIB is about 25 times the operating
revenue of STAR market companies. Furthermore, the standard deviation is very relevant in FTSE MIB
market signaling a strong difference in dimension of firms which capture the majority of the internal
market capitalization.

More than half of the companies listed in FTSE MIB (58.97%) have a CSR committee (it means
that the Self-Discipline Code’s recommendation is respected by one out of two companies), while
little of the companies listed on STAR (7.58%). The recommendation by Self-discipline code for Italian
listed companies belonging to FTSE MIB to create a devoted committee for sustainability matters is
partially performed.
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Table 2. Descriptive Statistics.

FTSE MIB STAR

Variables Min Max Mean Std Dev Min Max Mean Std Dev

CSR Committee 0 1 0.590 0.498 0 1 0.076 0.267
Soft law 1 1 1 0 0 0 0 0

Industry Risk Level 1 3 1.615 0.747 1 3 1.697 0.632
Revenue 477,028 88,094,054 14,447,690 23,460,420 8767 4,089,015 577,627 696,157

O1 0 1 0.590 0.498 0 1 0.788 0.412
O2 0 1 0.205 0.409 0 1 0.303 0.463
O3 0 1 0.410 0.498 0 1 0.470 0.503

The industry risk does not show relevant differences in the analyzed markets; the average risk
level is under the 2 points we have indicated as medium industry risk and the standard deviation is
quite high for both markets.

As regard the ownership concentration, we can note the following situation: in the FTSE MIB
market almost half of the capital stock belongs to small or to majority shareholders, while in the STAR
market the allocation of ownership is more unbalanced on small stockholders, albeit with a relevant
role of the biggest ones. The existence of owners belonging more than 50% of capital is a structural
peculiarity of the insider systems of corporate governance (as Italy and most of the European countries)
characterized by concentrated and commonly stable shareholding [44,92]. Please note that a company
can have participation in different slots, that is the reason why adding up the averages for O1, O2 and
O3 the total is more than 100%.

Table 3. reports the bivariate correlation among the quantitative variables selected in the analysis,
evidencing a series of low correlation coefficients among independent variables not exceeding the
threshold limit of 0.90 [113], which is a signal of possible problems of multicollinearity. Table 4. reports
the results obtained by the logistic regression model. ANOVA test supports the model significance
(F-stat = 13.9681 > F-crit = 2.2285).

Table 3. Bivariate Correlation.

CSR
Committee Soft Law Industry

Risk Level Revenue C1 C2 C3

CSR Committee 1
Soft law 0.5616 * 1

Industry risk level 0.1069 −0.0587 1
Revenue 0.3392 * 0.4287 * −0.0426 1

O1 −0.1430 −0.2119 ** −0.1256 0.1063 1
O2 0.0260 −0.1070 0.0748 −0.0110 0.2860 * 1
O3 0.1097 0.0578 0.2472 ** −0.1280 −0.6178 −0.4995 1

* p < 0.01; ** p < 0.05.

Table 4. Results from Regression Model.

Coefficients Standard Error t-Stat p-Value

Constant 0.0964 0.1547 0.6227 0.5349
Soft law * 0.4265 0.0881 4.8424 4.794 × 10−6

Industry risk level * 0.1114 0.0560 1.9900 0.0494
Revenue 3.910 × 10−9 2.5705 × 10−9 1.5212 0.1314

O1 −0.1639 0.1075 −1.5253 0.1304
O2 0.0100 0.0966 0.1033 0.9179
O3 −0.1827 0.1094 −1.6697 0.0982

* p < 0.05.
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The main objective of this study was to assess a possible pressure by external and internal
variables on the establishment of CSR committees within the BoDs. The results show that a positive
and significant variable is the Soft law, so we can accept H1. This supports the discussion about the
role of the soft regulation in filling the vacuum left by the binding laws and contribute to the studies on
corporate behavior regarding self-discipline codes’ recommendations [114]. Galander et al. [70] state
that firms’ compliance to codes are positively influenced by a lively public debate about this issue.

A less relevant relation is between the industry risk and the presence of CSR committees within
the boards, partially supporting H2. As OECD declares, listed companies are aware of the need to
strengthen their risk management practices but they seem to give little importance to effectively do
this [115]. Moreover, many scholars affirm the importance of industry characteristics for corporate
behavior, in particular for responsibility disclosure [90], supporting their results with the consideration
that ‘sensitive’ industries as regards social and environmental issues suffer more public pressures [116].

H3 is not supported, even if a weak positive relation is shown considering that some choices in
terms of corporate governance structure could be expensive. This result is consistent with Prencipe [117];
this study is focused on Italy; it shows no effect of firm size on voluntary disclosure confirming that
companies can voluntary limit their disclosure because of preparation costs. However, a comparative
research by Fifka [90] highlights that, in general, firm size has a positive impact on responsible social
behavior by companies (as voluntary disclosure) in both outsider and insider systems of corporate
governance. So, this Italian peculiarity should be more studied.

Results do not support relations between different ownership characteristics and CSR committees,
inducing us to exclude the hypothesis H4. This is consistent with a research which notes no effect
of ownership characteristics on CSR with regard to Italy [117], but it does not fit with other studies
regarding insider systems of corporate governance, as Germany, Italy and Sweden where ownership
structure reveals no impact on social responsibility disclosure [118–120].

6. Debate

The purpose of this paper has been to study the effect of external and internal variables on the
board structure in terms of the establishment of devoted CSR committees. Our starting point was
the existing gap in the literature about this matter and the different approach previous studies have
adopted considering CSR committees as the independent variable for corporate performance.

The analysis of 105 listed firms on Borsa Italiana in 2019 supports the influence of soft law on the
choice by the BoDs to create a special group of directors officially committed in sustainability strategies.
This result is consistent with other studies about the impact of soft regulation on CSR and suggests
regulators to move forward in this direction. A less relevant impact is the one by the industry risk,
while the other selected variables (firm size and ownership concentration) have not shown a relation
with CSR committees, highlighting a phenomenon fit for more insights being in contrast with previous
researches. This situation suggests scholars to go in depth the pressure on corporate governance
structure considering the differences of countries defined as insider or outsider ones.

We acknowledge some limitations of this study. First, we limited our analysis on the Italian Stock
Exchange considering the two most relevant markets for the purpose of this article. Future investigations
could test the hypotheses on a larger scale, comparing insider systems of corporate governance,
characterized by less developed financial markets and concentrated and stable shareholding, with
outsider ones characterized by more developed financial markets and dispersed ownership that control
the BoDs activities by means of the shares trade. Furthermore, our population was composed of
listed companies at the date of the analysis. These limitations could be the starting points for future
researches broadening the population and the period of observation to outline a multi-year trend.

Despite these limitations, this study can have theoretical and practical implications. The topic
of CSR committees is not enough studied in corporate governance papers and the results are not
always consistent. In this regard, this article fills a gap in the existing literature with a novel
approach mixing different theories and discloses the benefits of CSR committees for a sustainable
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development of business, also opening a cultural debate about the way companies interpret the
concept of sustainability as a joined mixture of economic, social and environmental responsibilities
towards stakeholders. The corporate culture, defined as ways of thinking, values and beliefs that
influence corporate behaviors [121] can be considered the real drive for the BoDs’ strategies and
goals being a critical element for the interaction with society and the optimization of global corporate
performance [122]. According to this view, a real commitment in sustainability requires an appropriate
corporate governance structure.

This article suggests listed companies particularly exposed to investors’ assessments about their
performance to do not underestimate the risk of ‘strategic unsustainability’ deriving from a scarce
attention for sustainability at corporate governance level or from uncoordinated sustainable actions by
different business units. This situation reduces the effectiveness and the efficacy of business strategies
and can generate confusion within the company and from stakeholders point of view (e.g., reducing
CSR to philanthropy or marketing). The inability to manage the socio-environmental issues together
with the economic ones at the BoDs level can have immediate negative effects, as the freefall of stocks,
and/or hard to measure future effects on corporate reputation and image. For these reasons, we suggest
to listed companies to establish a CSR committee within the BoDs composed of a special group of expert
directors in social and environmental matters. When this choice appears to be too much expensive for
the company, it is important having in the lists of the candidates eligible for the BoDs’ positions skills
and competencies in sustainability management. Soft law and the corporate habit empower the audit
committee with sustainability tasks; in this case companies should clearly report this choice to give
evidence about their awareness to manage sustainability according to a risk based approach.

Furthermore, the Directive 2014/95/EU obliges certain large undertakings and groups to disclose
non-financial information. Stakeholders, in particular the institutional investors, are pressing for
a comparable social and environmental disclosure in order to properly assess different investment
opportunities, and the efforts by Sustainability Accounting Standards Board (SASB) and Global
Reporting Initiative (GRI) are moving in this directions. CSR committees, having a systemic vision of
sustainability policies, can support the non-financial reporting process and work together with the
investor relations function to comply with the law.

According to the results of this research about the effectiveness of the soft law, regulators should
promote voluntary standards as regard sustainability disclosure and management also for smaller
companies which are excluded from the hard law. Standards and guidelines are flexible instruments of
soft regulation and they can be a stimulus to grow the awareness that sustainability is not a collection of
isolated actions for the benefit of the environment or particular categories of stakeholder, but it is a new
way to think its own business model having a long-lasting vision instead of short-term profit needs.

Finally, the attention for social and environmental impacts of business requires also new
professional skills and the labor market should train directors and managers with accounting
background, but who are also able to face the challenge of new sustainable business models.

Funding: This research received no external funding.

Conflicts of Interest: The author declares no conflict of interest.

Appendix A

Table A1. Companies Analyzed in the Research.

Company (FTSE MIB) NACE Company (STAR) NACE Company (STAR) NACE

A2a 35.11 Acotel 61.90 Isagro 20.20
Amplifon 35.20 Aeffe 14.13 La Doria 10.39
Atlantia 52.29 Aeroporto BO 52.23 Landi Renzo 47.78

Azimut Holding 21.20 Amplifon 32.50 Marr 46.39
Banco Bpm 64.19 Aquafil 74.90 Massimo Zanetti 10.83
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Table A1. Cont.

Company (FTSE MIB) NACE Company (STAR) NACE Company (STAR) NACE

Bper Banca 64.19 Ascopiave 35.22 Mondadori 58.14
Buzzi Unicem 23.51 Avio 84.12 Mondo TV 59.11
Cnh Industrial 28.30 B&C 26.40 Mutuionline 64.20

Diasorin 21.20 Finnat 64.19 Openjobmetis 78.10
Enel 35.11 Ifis 64.19 Panaria group 23.31
Eni 06.10 Sistema 64.19 Piovan 28.29

Exor 64.20 Be 62.09 Poligrafica, S.Faustino 18.12
Ferrari 29.10 Biesse 28.99 Prima industrie 28.49

Fiat Chrysler Automobiles 29.10 Cairo 73.11 Reno de Medici 17.12
Finecobank 64.19 Carel 28.25 Reply 62.09

Generali 64.19 Cellular line 64.20 Sabaf 27.51
Hera 35.13 Cembre 27.12 Saes Getters 26.51

Intesa Sanpaolo 64.19 Cementir 23.51 Servizi Italia 39.00
Italgas 64.20 Centrale latte 10.51 Sesa 94.99

Juventus Football Club 93.12 Datalogic 26.11 Sogefi 23.32
Leonardo 30.30 Dea capital 64.92 Tamburi 66.19

Mediobanca 64.19 Digital Bros 93.29 Tesmec 28.99
Moncler 14.19 El.En 27.90 Tinexta 70.22

Nexi 66.19 Elica 27.51 Txt 62.014
Pirelli & C 22.11 Emak 28.30 Unieuro 46.43

Poste Italiane 64.99 Eprice 58.29 Wiit 62.01
Prysmian 26.30 Equita group 84.24 Zignago 23.19
Recordati 21.20 Eprinet 62.09
Saipem 09.10 Eurotech 26.20

Salvatore Ferragamo 15.20 Exprivia 62.01
Snam 49.50 Falck 35.11

Stmicroelectronics 26.11 Fidia 28.29
Telecom Italia 61.90 Gamenet 93.29

Tenaris 24.20 Gedi Gruppo 18.11
Terna 35.11 Gefran 26.51

Ubi Banca 64.19 Giglio Group 66.20
Unicredit 64.19 Guala 22.22

Unipol 65.00 Interpump 28.13
Unipolsai 65.00 Irce 24.34
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