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Abstract
The purpose of this study is to examine the relationship between top management team (TMT) heterogeneity, corporate social responsibility disclosure
(CSRD) and financial performance of banks listed in the Nepal Stock Exchange (NEPSE) by applying the conceptual framework of upper echelon
theory. A sample of top 29 banks is studied from 2012 to 2017. The data is
collected from their annual reports and websites. The results reveal that TMT
heterogeneity and CSRD had a significant positive effect on the bank’s financial performance. CSRD plays a mediation role between TMT heterogeneity
and financial performance. However, the effect of TMT gender heterogeneity
on CSRD is insignificant. This study contributes to our understanding about
how TMT heterogeneity affects financial performance through CSRD. This
study also gives us new evidence to explore the link between TMT heterogeneity, CSRD and firm financial performance in emerging market.

Keywords
Corporate Social Responsibility Disclosures, Firm Financial Performance,
Global Reporting Initiative (GRI) G4 Guidelines, TMT Heterogeneity

1. Introduction
Corporate social responsibility has become a well-known issue concerned by
scholars, entrepreneurs and government in Nepal. It is considered as one of the
important research topics [1]. Not only has this topic received academic attention but it is also becoming a mainstream issue and regarded as the most prevalent topic for many organizations [2]. As Nepal is a developing country, it has
started to encourage listed companies to issue CSR reports since 2006, which is
DOI: 10.4236/ajibm.2019.94074
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relatively later than with foreign countries. CSR is relatively a very new concept
for a country like Nepal. Nepal is facing a number of issues towards economic
development. CSR in Nepal is progressively becoming a priority as it is considered as one of the most important factors to contribute to economic development and nation’s growth because it is accepted as an effective concept for corporation to help in solving social problems and strengthening their core business
activities [3]. Corporate social responsibility disclosure (CSRD) is a process
which provides information about interactions between organizations/firms
with regard to environment, employees, society and customer issues [4]. It is also a method of providing financial and non-financial information dealing with
the society and environment context [5]. Therefore, the research on CSRD in
Nepal is not only of theoretical significance, but also of great practical significance in guiding future development and policy impact.
Top managers hold the core position of strategic leadership, to achieve an enterprise’s objectives and play a crucial role in the process of strategic development and implementation [6]. However, the existing literature indicates that research on factors effecting CSR disclosure has mainly concentrated on the effect
of corporate characteristics such as company size [7] [8] and type of industry
[9]. Few studies have focused on how company’s key corporate players affect the
organizational level, promoting the establishment of a competitive advantage
and improving financial performance. In fact, there is an availability of very limited research in implementation of CSR practice and how the heterogeneity of
TMT influences the level of CSR disclosures in banks directly. There are few
empirical papers that study how the characteristics of TMT affect corporate social responsibility and mostly they have focused on the relationship between
TMT and corporate social responsibility from a single background, lacking the
overall study of heterogeneity. It is even rarer in context of developing countries
like Nepal.
According to upper echelon theory, CSR is firmly related to TMT characteristics. TMT characteristics (e.g., age, gender, tenure, and educational level) reflect
managers’ cognitive base and values that ultimately have an effect on business
direction as a result of strategic choices [10]. Based on the argument of upper
echelon theory, researchers have shown in several studies that strategic CSR is
the product of TMT’s decisions and discretion [11] [12] [13]. Heterogeneity in
TMTs will debate and believes that they are less likely to come to consensus
about strategic responses and reasons of poor performance compared with homogenous TMTs [14]. Admittedly, to a large extent, heterogeneous team boosts
creativity, innovation and quality strategic choices and could create superior
competitiveness [15]. In addition, the top managers (based on effective characteristics mechanisms) is responsible for establishing the appropriate standard of
operating objectives, strategies, control mechanism and effective service delivery
of the organization [12]. Therefore, the nature of TMT heterogeneity regulates
the effectiveness of the performance of the top managers, especially in discharging the CSR activities.
DOI: 10.4236/ajibm.2019.94074
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Because of the rising interest and importance of CSR in today’s corporate
landscape [2] and due to the evidence that shows the top management team
shapes the firm’s CSR strategy [16], The purpose of this study is to examine the
relationship between TMT heterogeneity, corporate social responsibility disclosure and financial performance as well as to find the current status and performance of CSR of the banks listed in Nepal stock exchange on the basis of CSR
disclosure (i.e., economic + social + environmental disclosures) within financial
sector. Overall, the aim is to understand the effect of TMT heterogeneity on the
“black box” mechanism of financial performance from the angle of corporate
social responsibility disclosures. To achieve this objective, three frequently cited
representative upper echelon attributes are selected (i.e. age, gender and education level heterogeneity). This study is expected not only to contribute to the
upper echelon literature by expanding the area of research into the banking sector but also to provide managerial implications for the banking stakeholders.
Moreover, it also explores the trend of CSR disclosure in financial sector. The
descriptive analysis exposes that irrespective to sector, the overall trend to disclose CSR activities in listed banks of Nepal is on increasing side from year to
year.
This study makes numerous contributions to the existing body of knowledge
on the association between TMT heterogeneity, CSR disclosure and financial
performance of the top 29 listed companies from the Nepal. This is the first
study that would examine the association between TMT heterogeneity, CSR disclosure and financial performance of the top 29 listed companies from the Nepal. Finally, the outcome of this study can contribute to the literature of CSR from
the perspective of Nepal listed companies. The consequence of this research can
help to bring new perspectives for stakeholders in the practice. If there is an association between TMT heterogeneity, CSR disclosure and financial performance the following groups have benefits. Board of directors and Executives can
use the information to make better strategic decision. In practice, the study of
TMT heterogeneity will be beneficial for the construction of the top management team and the optimization of the top management structure. According to
the relationship between TMT heterogeneity and the strategy of the enterprise,
the board of directors can employ the top managers with certain heterogeneity
or further train them properly according to the strategic needs for the development of the enterprise. This is conducive for promoting enterprises to standardize their own behavior, better disclosure of relevant information, enhance the
competitiveness of enterprises, and ultimately promote the sustainable development of enterprises. However, the present research focuses on identifying the
relationship between TMT heterogeneity, CSR disclosure and the financial performance of listed companies in Nepal. This was a difficult task, because there
was no mandatory evidence of whether CSR has been implemented in Nepal;
therefore, the inherent limitation of the present CSR study was the measurement
of CSR actions. In order to overcome this, evidence of CSR was collected through a
Global Reporting Initiative (GRI) G4 guidelines, with the result that many comDOI: 10.4236/ajibm.2019.94074
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panies in Nepal have implemented CSR which has been disclosed in their annual
reports.
The paper is divided into six sections; section two provides an overview of literature and hypothesis development. Section three of the study describes methodology used for examining the relationship between TMT heterogeneity,
CSRD and financial performance. Section four describes the variable and their
measurement. In section five the empirical results and discussions are presented.
Finally, section six provides the conclusion, implication and recommendations
for future research.

2. Literature Review
Enterprise is not only an independent economic organization, but also a carrier
for the survival and development of human society. With the rapid development
and expansion of science and technology, especially the high development of information communication technology, CSRD is also a driving force and has become emergence factor for an enterprises’ success. The key to gaining competitive advantage is not only to establish a good corporate image, but also to help
enterprises create new competitiveness. The rising interest in CSR has also accounted for a growing demand for different firms to transparently measure, report and continuously improve their economic social and environmental performance [17]. Several studies [18] [19] found that, a sound CSRD through Top
executives help in improving firm performance, access capital, increase in sale,
lower operating cost, and increase in productivity and quality. In [20] they that
CSRD can alleviate the information asymmetry between managers and stakeholders, and make stakeholders to respond more actively. Top manager characteristics reflect individual values and beliefs and impact the perception of events
in the social context [6], they can also be important factors in which managers
choose to fulfill an organization’s moral requirements and social responsibilities
behavior. Similar opinions were presented by [21] who studied the relationships
between top manager attitudes and corporate social responsiveness.
Heterogeneous team refers to the differences in demographic characteristics
and key cognitive aspects, values, and experiences among team members. By
contrast, homogenous TMTs refer to similarities among team members in the
characters mentioned above [11]. Based on the upper echelons literature, in paper [22] heterogeneous top management teams can better handle the simultaneous and conflicting demands and needs of refocusing the organization strategically and improving firm performance efficiently. CEO has a significant impact on strategic decisions making on CSR and information disclosure [23].
Some researchers show that benefits at strategic level are positively related to
heterogeneous top management team [24]. The presence of the TMT demographic heterogeneity is expected to increase firm performance [6]. Therefore,
the heterogeneous TMT could make high-quality decisions and obtain a greater
capability to meet the needs of various stakeholders, and tend to assume social
responsibility.
DOI: 10.4236/ajibm.2019.94074
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The legitimacy theory (LT) is considered as most thriving to explain voluntary
disclosure because most of the prior researchers appealed that legitimacy theory
is the main driver for organization to disclose their CSR practice information in
their annual reports [25] [26]. From an upper-echelon theoretical perspective,
heterogeneous TMT is considered as a critical resource for the success of organization because of the significant influence it has on the firm’s strategic choices
and decisions and their implementation [6]. Figure 1 shows the research framework for the study.

Hypothesis Development
1) Top Management Team Characteristics and Corporate Social Responsibility Disclosure
Specifically, CSR is also viewed as one of the strategic choices and the product
of TMT’s decisions and discretion [11] [27]. Hence, this paper asserts that TMT
heterogeneity is likely to influence the firm’s strategic choices and decision, and
further examines its impact on CSR strategic choice. Most of these studies point
out that the key success factors for adapting CSR activities are top executives
strategic decision and leadership [11]. Therefore, the top executives play an important role in determining the content and the level of CSRD [28]. More heterogeneous team holds a larger social and knowledge network while generating
ideas [29]. Organization score is higher on CSR when they have democratic rather than republican founders, CEOs, and directors [30]. TMT heterogeneity
mean difference in opinions which would lead the team to discuss and analyse
the opportunities and threats that exist in the external environment, and can
obtain information and solution from different sources for the advantages and
disadvantages of different alternatives [6]. Thus, we expect heterogeneous team
to be more aware of firm environment and have a greater sense of responsibility
to society.
Age heterogeneity
Age, as an important demographic characteristic, has a great impact on the
thinking pattern, management means and decision-making process of top managers. Different age groups signify different environmental events, attitudes, beliefs
and values which further reflect the moral development level and risk preference

Figure 1. Research framework for the study.
DOI: 10.4236/ajibm.2019.94074
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of different individuals to a certain extent. In paper [31] they studied a special
type of corporate social responsibility, and examined how different firms deal
with sudden environmental crises. The results show that age heterogeneity contributes to beneficial conflicts because it can discuss a large number of alternative solutions than age homogenous. Therefore, different management strategies
are put forward, for example, the age heterogeneity of top management team is
considered as an important demographic characteristic that impacts the strategic
decision-making of enterprises [29]. It is generally believed that the higher the
heterogeneity of the top management team, the more attention companies will
pay to all aspects of social responsibility.
Gender heterogeneity
Gender heterogeneity is an important issue faced by modern business firms.
Presence of women as directors in top management positions has been linked to
various performance outcomes and therefore there is constant pressure from the
global perspective on improving the gender balance in top management positions. For example, females in top management position are more focused and
pay higher attention towards social responsibility as compared to their male
counterparts [32]. In [33] they analyzed and studied the company data of Standard & Poor’s, and found that male directors and female directors did not share
the same concerns. The male executives pay more attention to economic performance, while the female executives showed more interest in social responsibility. The Presence of female members in the board of directors has a positive
impact on corporate social performance (CSP) in fortune 500 companies [34].
Proportion of females is often used as a proxy of gender heterogeneity [35].
Education level heterogeneity
Heterogeneity in education level can reflect top manager’s capabilities of gathering and processing innovative and complex information. Similarly, heterogeneity in education level enhances problem solving and decision-making process
in dynamic business environments. In [29] they found that heterogeneity in
education level of top managers and positively associated with change in the
corporate strategy. According to [36], well-educated executives’ pay more attention to business ethics and corporate social responsibility than less educated executives. Therefore, we can believe that the higher the heterogeneity of education
level is, the more diverse and comprehensive the perspectives of top executives
are, the more comprehensive and profound the team’s overall understanding of
information will be, the more inclined it will be towards change and innovation,
and therefore more receptive it will be to new social perspectives, such as the
corporate social responsibility.
The evidences and outcomes discussed above so far indicate heterogeneity in
age, gender and education level are more likely to have positive influence on social responsibility. Therefore, the following hypotheses are proposed:
H1: The TMT heterogeneity will have positive influence on corporate social
responsibility disclosures.
H1a: Age heterogeneity in TMT will have positive influence on the CSR disDOI: 10.4236/ajibm.2019.94074
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closures.
H1b: Gender heterogeneity in TMT will have positive influence on the CSR
disclosures.
H1c: Education level heterogeneity in TMT will have positive influence on the
CSR disclosures.
2) Top Management Team Characteristics and Financial Performance
As firm are said to be reflections of their top management team, TMT demographic characteristics has a key impact on firm’s actions and their outcomes.
Another crucial assumption of [6] upper echelons perspective is that the impacts
of top corporate players can be examined better based on the characteristics of
the entire top management team, rather than based on the values and attributes
of each top managers separately [6]. Therefore, top managers play a vital role in
influencing the strategic behaviour and performance of the organization through
understanding the internal and external environment of the enterprise. Heterogeneity in teams is related to greater creativity and innovation [37]. Age heterogeneity is expected to bring diversity of viewpoints in decision making process as
individual group members have different interpretations and viewpoints [29]. In
other words, top managers in different age groups play different roles in enhancing business decision-making according to their own social principles, difference in values and perceptions. Gender heterogeneity can impact the firm’s
financial performance [38]. In [39] they found that the proportion of female executives was significantly correlated with corporate ROE, ROS and ROIC by
analyzing data from 500 listed companies in the United States. Top managers
with diverse educational level have the higher ability to cope with various complex problems and can maintain a balance between short-term and long-term
orientation, facilitating strategic choices which can further improve the firm’s
performance [40]. In paper [15] they found that TMT with diverse characteristics had a positive effect on airline performance. Therefore, the following hypotheses are proposed:
H2: The TMT heterogeneity will have positive influence on financial performance.
H2a: Age heterogeneity in TMT will have positive influence on the financial
performance.
H2b: Gender heterogeneity in TMT will have positive influence on the financial performance.
H2c: Education level heterogeneity in TMT will have positive influence on the
financial performance.
3) Corporate Social Responsibility Disclosure and Financial Performance
The quality of CSR disclosure directly impacts the consumers’ reputation,
their satisfaction and their loyalty towards the enterprises. The volume of corporate social responsibility disclosure will always send a positive message to the
community, which not only boosts the performance of the enterprises but they
are also well accepted and more recognized which further enhances the overall
image of the enterprises. A study by [41] showed a positive relationship between
DOI: 10.4236/ajibm.2019.94074
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a firm’s CSR strategies and its performance. It is also considered that corporate
social responsibility behavior is one of the effective ways to gain competitive advantage [42]. Most of the studies found a positive relation between CSR disclosure and financial performance [43] [44]. Firms disclosing more CSR activities
in both annual reports and websites can act as firm’s competitive advantage
which can lead to a better financial performance. Therefore, the following hypotheses are proposed:
H3: CSRD is positively associated with financial performance.
4) Mediating Role of Corporate Social Responsibility Disclosure
TMT heterogeneity affects performance of the corporation by influencing strategic choices. Corporate social responsibility is a unique strategy for enterprises.
We believe that it plays an intermediary role in the relationship between managerial cognition and financial performance, that is, heterogeneity of top management team affect the level of corporate social responsibility disclosures which
have positive influence on corporate financial performance. For example, top
managers pay attention in performing corporate social responsibility behavior to
improve the customer support and cohesion, thereby improving market reputation and share, which will have a positive effect on corporate financial performance. Corporate social responsibility plays a pivotal role for enhancing both organizational social performance and its financial performance [42]. Considering
this point of view, we believe that CSRD mediates the relationship between TMT
heterogeneity and financial performance. Therefore, top management heterogeneity can indirectly improve corporate performance through CSR behaviour.
Based on this, the study proposes the following hypothesis:
H4: Corporate social responsibility disclosures mediate the relationship between TMT heterogeneity and financial performance.

3. Research Methodology
In this research, the association between TMT heterogeneity, CSRD and financial performance of the top 29 banks registered under Nepal Stock Exchange
(NEPSE) from Nepal is studied and analyzed. There are 27 commercial banks
and 33 development banks as of year 2017. Among them top 29 banks samples
are selected for the years 2012-2017 according to their Market capitalization registered under Nepal Stock Exchange (NEPSE) and data availability related to research in annual reports. The yearly data of the sample period of six years
(2012-2017) is used in this study, with the vision of achieving a larger sample.
The selected period gives us the opportunity for observing the years of implementation of G4 GRI guidelines by the listed banks in Nepal. GRI is widely used
as an underlying guideline for the coding structure of the content analysis of
annual reports in both developed and developing countries context. It had provided the appropriate guidelines called Financial Service Sector (FSS), commonly known as GRI-FSS to report on financial sectors. For financial institutions
GRI guidelines is major initiatives which tend to focus on supporting the key
responsibility of financial sector to disclose CSR information. It also set out
DOI: 10.4236/ajibm.2019.94074
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some applicable principles and indicators that a banking sector can use to measure and report its economic, social and environmental disclosures
(https://www.globalreporting.org/). Collection of data is always a challenge for
any research. One of the sources for data collection was the annual reports of
the different banks selected for the study. In some cases, I personally visited the
banks to gather information for the purpose of data collection for this study,
also used other channels like recommendations and relationships to gather
some additional information when needed. To generate a standardized dataset,
this study only focuses on commercial (“A” class) and development (“B” class)
banks from Nepal, which is a developing country. The final samples are selected
from top 29 banks among which 26 are commercial banks and 3 are development banks.

4. Variable Selection and Measurement
4.1. Dependent Variables: Financial Performance
According to Harvard Business Review article, the best way to measure firm financial performance is ROA because ROA explicitly takes into account the assets used to support the structural activities of the organization. Moreover, it determines whether the firm is able to generate an adequate return on these assets
rather than simply showing robust returns on sales. Therefore, ROA is selected
so as to improve the persuasiveness of the research results. ROA is a measure of
firm financial performance, which can show the overall evaluation of the performance of listed corporations. The higher the ratio, the better it is for the investor who looks at the company and is willing to invest in the company. Paper
[45] defines the ROA as follows:

ROA = Net Profit Total Assets

(1)

4.2. Independent Variables and Mediating Variable
The present study considers TMT (age, gender and education heterogeneity) as
independent variable and CSRD as mediating variable. These variables and their
measurement are explained below in the context of this study.
TMT age was calculated via the biographical information of the top executives
who can significantly influence on business decision-making process. TMT
Education Level is calculated on a four-point scale (i.e. 0 = no college degree, 1 =
undergraduate-level, 2 = master-level, 3 = doctoral level). Coefficient of variation were calculated (i.e. the standard deviation divided by the mean) for measuring heterogeneity of age and education level [37]. Gender heterogeneity is
measured as the proportion of female in TMT.
CSRD: The CSRD is the mediating variable in this study. To assess the extent
of CSR disclosure in annual reports, the content analysis technique was applied
in stimulating data from the annual report. This technique is selected because it
is systematic replicable technique and commonly used method of measuring
corporate social responsibility disclosure in annual reports [18]. A dichotomous
DOI: 10.4236/ajibm.2019.94074
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method is applied whereby a company is allotted 1 if an item is disclosed and 0 if
it is not disclosed. Thus, in this paper, the disclosing categories of CSR are extracted from GRI G4 guidelines. GRI guidelines is followed because it set out
some specific principles and indicators that a bank can use to measure and report its economic, social and environmental disclosures
(https://www.globalreporting.org/). A total of thirty-seven items of CSR disclosure information has been collected from the GRI G4 guidelines. Among them,
ten items are linked with economic disclosure; seventeen items are linked with
social disclosure; and ten items are linked with environmental disclosure. Those
disclosure indices are similar to the disclosure disclosed by the prior researcher
[7]. The CSR disclosures scores is calculated using the corporate social responsibility disclosure index expressed in a function form as follows:

CSR = ∑ j =1

dj
n

(2)

where, d j = 1 , if the item is disclosed; and 0 if the item is not disclosed, n =
number of items.

4.3. Control Variable
The control variables included in the proposed model for this study is bank size,
bank age, bank ownership structure, number of branches and year of the published annual reports. The bank size is measured by taking the natural log of total assets. Bank age is computed from the date of establishment until the end of
fiscal year. The ownership structure of bank can be measured as state ownership
and non-state ownership bank. Thus, if a bank is owned by state, the value of 1 is
assigned and if a bank is of non-state ownership, the value of 0 is assigned.
Branches of banks are measured by the number of branches of bank in Kathmandu valley (the capital city of Nepal). The year of published annual report is
taken as dummies to control for undetected heterogeneity. Table 1 presents the
summary of the variables and their measurement.

5. Results and Discussion
5.1. Descriptive Statistics
Before we determine the descriptive statistics, the normality of the distribution
of ROA is tested. To deal with these outliers there are two common methods or
techniques which is generally used. First method is called deleting or trimming
or removing data and the second method is called winsorizing of the data. In
this research the second method winsorizing of the data is applied to deal with
outliers. To be confirmed whether the variables (ROA) are normally distributed,
the normality test in SPSS is conducted using the Kolmogorov-Smirnov and
Shapiro-Wilk test. The results of these two tests show that both are not significant at the level of 1% and it tells that ROA are significantly normally distributed.
The outliers are winsorized by using the mean for ROA which is 0.0159. To determine whether in the regression model there is an inequality of variance from
DOI: 10.4236/ajibm.2019.94074
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Table 1. Summary of the variables and their measurement.
Variable

Variable Name

Measurement

Dependent variable

ROA

Net Profit/Total Assets

Hage

The biographical information of the top
managers

Hgender

Proportion of female members in TMT

Heducation

No college degree = 0, Undergraduate-level =
1, Master-level = 2, Doctoral level = 3

Corporate Social Responsibility
Disclosure (CSRD)

Scoring of CSR disclosure index
(Economic + social + Environment)

Bank Size

Natural logarithm of total assets

Bank Age

No. of year in business

Ownership Structure

State ownership = 1 and Non-state ownership
bank = 0

Branches

No. of branches of company

Year

Year of published annual report

Independent variable

Mediating variable

Control variable

one residual observation to another it is crucial to test the heteroscedasticity. If
the observed residual variant from one observation remains fixed or homoscedasticity then it is a good regression model. This study did not violate the assumptions of heteroscedasticity of variance assessed from scatter plot.
The statistical software of Stata (SPSS version 22) was used to analyze the relationship between variables of this study. Table 2 provides descriptive statistics of
the variables in the study. All the variables were collected from the annual reports and statement of financial position of the sample banks. The mean of the
dependent variable ROA is 0.0159 which explains that majority of the listed
banks have a ROA of 1.59%. CSRD has a mean of 23.28 which further suggested
that 23.28% of the sample banks over the selected time period disclosed their
CSR activities. The Hage ranges from 0 to 0.71 whereas the average Hage is
0.1247. Proportion of female members in the TMT is used as in indicator of
gender heterogeneity which ranges from 0% to 33% and the average value of
0.0446 indicates that 4.46% of the executives in the TMT of listed banks listed in
Nepal Stock Exchange are females. The mean value and standard deviation of
education level heterogeneity are 0.3581 and 0.08789 respectively. The descriptive statistics of the financial indicators are given in Table 2.

5.2. Correlation Analysis
Table 3 presents the coefficient correlation between the dependent and the independent variables, and determines whether or not multi-collinearity exists as a
result of the correlation between variables. The correlation matrix shown in Table 3 provides an insight into which of the independent variables are related to
the dependent variables involved in this study. The correlation values of variable
in the table are significant at the levels 1% and 5%. The correlation matrix shows
the relationship between all pairs of explanatory variables used in this model. It
DOI: 10.4236/ajibm.2019.94074
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Table 2. Descriptive statistics of variable.
Variable

N

Minimum

Maximum

Mean

Std. Deviation

ROA

174

0.00

0.04

0.0159

0.00691

CSRD

174

18.00

32.00

23.2816

3.08755

Hage

174

0.00

0.71

0.1247

0.06141

Hgender

174

0.00

0.33

0.0446

0.08616

Heducation

174

0.17

0.54

0.3581

0.08789

Bank Size

174

9.42

11.18

10.5794

0.35097

Bank Age

174

0.02

0. 8

0.14983

0.154828

Ownership

174

0

1

0.07

0.254

Branches

174

0.05

0.32

0.1619

0.07241

Year

174

0

5

2.50

1.713

Table 3. The correlation matrix between variables.
Variable

ROA

CSRD

Hage

Hgender

Heduation

Bank Size

Bank Age

Ownership

Branches

ROA

1

CSRD

0.454**

1

Hage

0.235**

0.258**

1

Hgender

0.160*

−0.019

−0.096

1

Heduation

0.181*

0.230**

0.095

0.033

1

Bank Size

0.193*

0.361**

0.158*

−0.057

0.241**

1

Bank Age

0.284**

0.425**

0.319**

0.060

−0.020

0.493**

1

Ownership

0.161*

0.248**

0.260**

0.215**

−0.046

0.285**

0.829**

1

Branches

0.010

0.105

0.104

−0.076

0.197**

0.462**

0.125

−0.017

1

Year

0.245**

0.182*

0.037

−0.026

0.094

0.487**

0.111

0.000

0.278**

Year

1

**Correlation is significant at the 0.01 level (2-tailed). *Correlation is significant at the 0.05 level (2-tailed).

shows that all the explanatory variables have a positive and significant correlation with the dependent variable (ROA) with the exception of branches, which
show a positive but insignificant correlation. The positive correlations imply that
as the disclosure of CSR, age, gender and education heterogeneity on TMT, bank
size, bank age, ownership structure and year increases, the financial performance
(ROA) of listed banks also increases. The values of all variable used on the diagonal are all 1.0000 which shows that each variable is perfectly correlated with
itself. In the correlation analysis of variables, we can determine that the initial
problem of collinearity between variables generally take place if the correlation
coefficient is above 0.9 [46]. Table 3 shows the correlation coefficient did not
exceed 0.9 which indicates that there is no multiple collinearity problem.
Table 4 presents that TV ranges from 0.225 to 0.891 which suggests non multi-collinearity feature. Multi-collinearity feature exists when the tolerance value
DOI: 10.4236/ajibm.2019.94074
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Table 4. Multicollinearity test.
Collinearity Statistics

Variable

Tolerance

VIF

Hage

0.867

1.153

Hgender

0.887

1.127

Heduation

0.891

1.112

Bank Size

0.442

2.263

Bank Age

0.225

4.451

Ownership

0.265

3.767

Branches

0.752

1.329

Year

0.734

1.363

Dependent variable: ROA.

is less than 0.1 and VIF value over 10. The VIF, which is simply the reciprocal of
TV, range from 1.112 to 4.451. Thus, the VIF and tolerance test indicates the
absence of multi-collinearity problem among the independent variables in the
study. Table 4 represents the results of TV and VIF for the TMT heterogeneity
components.

5.3. Multivariate Regression Analysis and Hypothesis Testing
Through multivariate regression analysis, we study and analyze the relationship
of TMT heterogeneity, and CSRD and financial performance. The results of the
multivariate regression analysis are used for the purpose of analysis on whether
to accept or reject the proposed hypotheses. For the hypothesis to be accepted,
the proposed variables must have a significance level of up to 10%. This is to
protect explanatory variables already admitted in the equation having significance level higher than 5% but not over 10%.
As shown in Table 5, Age heterogeneity (r = 0.139, p < 0.050) is positively related to corporate social responsibility disclosure, which supports H1a. On the
other hand, gender heterogeneity in TMT was found to be insignificant and the
findings does not support hypothesis 1b. Education level heterogeneity (r =
0.218, p < 0.010) is positively related to CSR disclosures, which confirmed H1c.
Age heterogeneity (r = 0.174, p < 0.050), gender heterogeneity (r = 0.204, p <
0.010), and education level (r = 0.178, p < 0.050) in TMT was also positively related to financial performance, which provided support for H2a, H2b and H2c.
With regard to the third hypothesis (H3), corporate social responsibility disclosure (r = 0.381, p < 0.001) was positively related to financial performance, which
supports H3. The method of [47] was proposed for testing the intermediary variables of four regression equations and determined the mediating effect of corporate social responsibility disclosures. Corporate social responsibility disclosures was positively related to financial performance, but the impact of TMT age
heterogeneity was weakened significantly (r = 0.135, P < 0.100) and the impact
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Table 5. Results of regression analysis.
Variable

Corporate Social Responsibility Disclosure

Financial performance (ROA)

Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 Model 9

Constant

7.794

6.596

7.709

11.634

10.278

0.024

0.025

0.017

0.017

Bank Size

0.154

0.158

0.152

0.080

0.090

−0.057

−0.099

−0.115

−0.128

0.584*** 0.538*** 0.589*** 0.633*** 0.596*** 0.485*** 0.539*** 0.262+

0.344*

Bank Age

Ownership −0.281* −0.281* −0.287* −0.291* −0.298* −0.226+ −0.341** −0.119 −0.243+
Branches

−0.060

−0.071

−0.060

−0.080

−0.089

−0.096

−0.125

−0.074

−0.096

Year

YES

YES

YES

YES

YES

YES

YES

YES

YES

Hage

0.139*

HGender

0.013

Heducation

0.119+

0.174*

0.135+

0.015

0.204**

0.199**

0.178*

0.111

0.218** 0.205**

CSRD
R2
F

0.381*** 0.327***
0.238

0.256

0.238

0.281

0.294

0.150

0.245

0.260

0.321

10.509*** 9..556*** 8.713*** 10.897*** 8.577*** 5.920*** 6.705*** 9.798*** 8.610***

Note: ***: p < 0.001; **: p < 0.010; *: p < 0.050; +: p < 0.100.

of TMT education level heterogeneity on financial performance became insignificant (r = 0.111, p > 0.1). This provided support for H4.

6. Conclusion, Implication and Recommendations for Future
Research
Based on upper echelons and legitimacy theories background, this research explored the relationship between TMT heterogeneity, CSRD and financial performance. To test the hypothesis proposed in this study, a sample of top 29
banks listed in Nepal Stock Exchanges (NEPSE) in Nepal was observed from the
year 2012 to 2017. The findings of the study based on multivariate regression
analysis showed that heterogeneity of age and education level in TMT has a positive link towards corporate social responsibility disclosure, which indicates that
executives composed of diverse characteristics, skilled profile and perspectives
facilitates group creativity, innovation and can make better decisions which
would account to achieve better outcome [29]. This study also observed that
proportion of female members in the TMT has an insignificant impact on corporate social disclosure (CSRD). Nepal female’s participation in top management team is not like the other developing countries, which also reflects the dominance of male members in top management team for the selected banks. Female members mostly act as latent members of the top management team. Empirical findings support the literature related to the accepted hypothesis, though
theoretical link between TMT heterogeneity, corporate social responsibility disclosure and financial performance is still weak, especially in developing country
context.
DOI: 10.4236/ajibm.2019.94074

1089

American Journal of Industrial and Business Management

P. Gupta

Implications
This study reveals the relationship between TMT heterogeneity, CSRD and financial performance literature. This study supports the literature from CSR disclosure perspective especially in developing country’s context. Firstly, as the
study focuses on the banking sector of Nepal, one of the major contributor for
sustainable development, this paper examines corporate social responsibility
(CSR) disclosures where CSR is in an infant stage of development in Nepal and
examines the present status of CSR disclosure in Nepalese banking sector and
the factors that influence CSR disclosure and performance in Nepalese banks.
Secondly, this study finds the relationship between heterogeneity in company’s
top managers and CSR disclosures, attention is paid to the human aspect of
banks, i.e. business activities and strategic decision are driven by top managers.
Thirdly, in this transitional period in Nepal, organization must adjust and reallocate the intention to disclose CSR activities information to standardize and
upgrade CSR in a timely manner in order to improve financial performance effectively. From practical implications perspective, findings reveal that heterogeneity in age and education level have significant influences on the extent of
CSR disclosures which are likely to predict increase in performance of banks in
Nepal. These findings not only contribute to the upper echelon literature but also to growing literature on CSR perspective by supporting the importance of
CSR disclosures in the financial sector from a developing country perspective.
Therefore, this study is first to provide them a clear understanding of this complex and growing concept so that efficient standards can be put in and provides a
new perspective to reveal the “black box” relationship between organizational
leaders who exhibit CSR disclosures and firm financial performance.

Limitations and Future Research
The findings of this study are not free from few limitations. There are some limitations to this study as well. The samples selected in this study are limited to
commercial banks (“A” class) and development banks (“B” class) of Nepal. The
results may not be valid and effective to other class of banks in Nepal such as
cooperative banks and finance companies [7]. Furthermore, some development
banks were excluded from the study due to unavailability of annual reports.
Thus, the findings from this study cannot be generalized to the overall Nepalese
banking sector. Future research need to study the impact of TMT psychological
characteristics on extent of CSR disclosure may enrich the CSR literature. This
research can be further explored from CEO ideologies and profiles perspective
may help to get more understanding of CSR related studies and may expand and
explore the body of research on banking sector of Nepal.
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