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CHAPTER I 

INTRODUCTION 

Recent attempts have been made to identify various 

kinds of socially responsive activities and to measure 

the relative frequency with which they are practiced by 

various organizations (Buehler and Shetty, 1976; Cohn, 

1970; Corson and Steiner, 1974; Eilbirt and Parket, 1973; 

Gomolka 1975; Harris, 1973; Louis, 1969; Van Over and 

Barone, 1975), A result of these research attempts is a 

growing ccnsensus of the kinds of activities that fall 

under the general label of social responsibility. How

ever, these studies generally do not seek to explain the 

sources of variation observed in the types and levels of 

socially responsive activities engaged in by various 

companies. Parket and Eilbirt (1975, p.6) ask "What var

iables would help account for the differences in social 

responsibility activities among firms? V/hy do some ap

pear to be more active than others? What determines or 

governs or limits such activity," 

s 

Research Problem and Objectives 

The few studies that do attempt to identify the 

source of variation in socially responsive behaviors are 

usually unidimensional in nature (Council on Economic 



Priorities, 1972; Bowman and Haire, 1975; Eilbirt and 

Parket, 1973; Mills, 1955; Opinion Research Corporation, 

1966; Parket and Eilbirt, 1975; Thieblot, 1970). These 

studies attempt to relate only one independent variable 

with one dependent measure (variable) of a set of social

ly responsive behaviors. In addition, the methods used 

to measure the types and levels of involvement in socially 

responsive behaviors may suffer from both conceptual and 

methodological weaknesses. 

Most of the aforementioned studies have attempted to 

measure social responsibility as one dependent variable. 

It could be questioned if the various socially responsive 

behaviors are interdependent and additive. Davis and 

Blomstrom (1975, p.7), and Steiner (1975, p.169) con

ceptualize socially responsive behaviors as those that 

are required by law at one extreme of a continuum and 

those that are purely voluntary at the other extreme. In 

between the two extremes are what they call "quasi-legal" 

issues, those where there are legal or professional as

sociation pressures, but still subject to a large degree 

of managerial discretion. Similar positions have been 

argued by the Committee for Economic Development (1971, 

p,40), and Walton (1967, p.127), Utilization of this con

ceptualization of socially responsive behaviors would 

mean that each activity must be measured and analyzed in

dependently. Furthermore, it may mean that different in-



dependent variables or a set of different independent 

variables may "best" explain the variations among dif

ferent socially responsive behaviors. 

Most of the studies referenced earlier have measured 

managerial perceptions relative to socially responsive 

activities and not the magnitude of socially responsive 

behaviors engaged in by various organizations. The typi

cal approach has been to present the manager with a list 

of socially responsive activities and ask him to check 

the ones his organization was currently involved in 

practicing (Buehler and Shetty, 1976; Cohn, 1970; Corson 

and Steiner, 1974; Eilbirt and Parket, 1973; Gomolka, 

1975), In other words, "hard data" relative to socially 

responsive behaviors actually engaged in by organizations 

have not been collected. In addition, by and large the 

studies have used the mail survey technique to collect 

data. The limitations of this technique in terms of re

sponse bias and veriflability of data are well known. 

Also, these studies have tended to sample across in

dustries, which may confound the results. Different is

sues are more or less relevant to different industries. 

For example, the coal industry is highly sensi-cive to en

vironmental issues and not as sensitive to consumer is

sues. The retail industry, on the other hand, is very 

sensitive to consumer issues and not as sensitive to en

vironmental issues. Buehler and Shetty (1976) and Go:r.olka 



(1975) have noted that the variations they found in social

ly responsive behaviors may be simply due to the fact 

that some issues have different degrees of relevancy to 

different industries. 

The research problem, therefore, consists of five 

elements. (1) Previous studies have attempted to relate 

only one independent variable with socially responsive 

behavior instead of employing a multivariate model, (2) 

Previous studies have attempted to measure social respon

sibility as one dependent variable instead of treating 

each behavior independently. (3) Previous studies have 

measured perceptions of behaviors instead of the intensity 

of actual behaviors, (4) Previous studies have usually 

collected data by means of a mail survey instead of by 

a field study of a randomly selected sample, (5) Previous 

studies have tended to sample across industries, which 

may have different degrees of relevancy for particular 

issues, instead of sampling within an industry. 

The basic purpose of this study was to explore the 

relationships between a set of independent variables and 

selected socially responsive behaviors; and the relation

ships among the selected socially responsive behaviors of 

commercial banks in Texas, while controlling for most of 

the conceptual and methodological weaknesses discussed 

earlier. 

More specifically the objectives of this study were: 



1. To construct and operationalize a model of the 

variables that the literature suggests may be a source of 

the variations in socially responsive behaviors. 

2. To control for most of the conceptual and method

ological weaknesses by testing the model by means of a 

field study, of a randomly selected sample of one industry-

commercial banks in Texas, measuring the intensity of ac

tual behavior of selected socially responsive behaviors, 

3. To investigate whether the selected socially re

sponsive behaviors measured in this study are interdepend

ent and additive, or whether they should be regarded as 

independent. 

4. To investigate whether each independent variable, 

which previous research has related to socially responsive 

behaviors, is related to socially responsive behaviors 

when the intensity of actual behaviors are measured in 

one industry. 

5. To attempt to identify, from multiple independ

ent variables, those variables which contribute signifi

cantly to the variations in each socially responsive be

havior. 

The Research Model 

The conceptual framework of the research model is 

derived from the organizational theory literature (Katz 

and Kahn, 1967; Kast and Rosenzweig, 1973; Thompson, 1967), 



which describes organizations as open systems with both in

ternal and external explanatory variables. Based on the 

literature search, five socially responsive behaviors, 

which appeared most relevant to the commercial banking 

industry, were chosen as dependent variables. They are: 

(1) intensity of minority employees, (2) intensity of 

female officers, (3) loans for low income housing, (4) 

loans to minority enterprises, and (5) charitable dona

tions. Also based on the literature search, ten independ

ent variables were selected for the purpose of this study. 

They are: (1) organizational size, (2) organizational in

come, (3) managerial values, (4) size relative to owning 

group, (5) regulatory agencies, (6) nature of stockowner

ship, (7) competition, (8) minority population in the com

munity, (9) degree of local ownership, and (10) size of 

the community, 

A brief discussion of each variable is presented in 

the following pages. A more complete discussion will be 

presented in Chapter II. The method of operationalization 

of each variable will be presented in Chapter III. 

Dependent Variables 

Intensity of minority employees. Minority employees 

were defined to include blacks and Hispanics, Apart from 

ranking high as an issue for business in general, the 

Council on Economic Priorities (1972, p.3) notes that 
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"employment discrimination against minorities is endemic 

to commercial banking. Minorities are employed at levels 

18 to 38 percentage points below their share of the local 

labor forces." 

Intensity of female officers. The employment of fe

males is not an issue in the banking industry,.as about 

60 percent of bank employees are women. Yet only about 

10 percent of banking's officers are female. Therefore, 

while women encounter fewer problems than minorities when 

seeking employment in banking, the work is likely to be 

low-level and chances for advancement poor (Council on 

Economic Priorities, 1972). 

Loans for low income housing and loans to minority 

enterprises, The American Bankers Association has public

ly taken a positive stand on social issuco, and has es

tablished a special commitee. Urban and Community Affairs, 

whose mission is to stimulate minority employment and mi

nority economic development, Cohn's (1970) survey of 247 

industrial and financial corporations indicated that fi

nancial corporations are significantly involved in loan 

programs for low income housing and to minority enter

prises . 

Charitable donations. Previous research (Buehler and 

Shetty, 1975; Cohn, 1970; Corson and Steiner, 1974; 

Eilbirt and Parket, 1973; Harris, 1973; Louis, 1969; Van 

Over and Barone, 1975) has consistently found that some 
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form of charitable donations is a primary social activity 

of business. 

Independent Variables 

Organizational size. The linkage between organiza

tional size and socially responsive behaviors is, in gen

eral, argued on the grounds of increased visibility and 

increased resources of the larger firms (Blumberg, 1975, 

p.58; Buehler and Shetty, 1976, p.72; Davis and Blomstrom, 

1975, p.104; Eilbirt and Parket, 1973, p.ll). Several 

studies have attempted to measure the association be

tween organizational size and socially responsive behav

iors. Eilbirt and Parket (1973) and Gomolka (1975) found 

a positive relationship between size and involvement in 

socially responsive activities. Buehler and Shetty (1975), 

on the other hand, found no significant relationship be

tween size and the degree of involvement in social action 

programs. 

Organizational income. Some scholars regard income 

as a precondition for positive behavior (Steiner, 1975, 

p.168; Parket and Eilbirt, 1975, p.7). In several man

agerial surveys, executives responded that they felt that 

business had to make an adequate profit before assuming 

social responsibilities (Holmes, 1976; Louis, 1969). Em

pirical research has also tended to confirm a positive 

relationship between profit and socially responsive be-



haviors (Bowman and Haire, 1975; Parket and Eilbirt, 1975). 

Managerial values, Davis and Blomstrom (1975, p,174) 

state that "a businessman's values affect all that he 

does in business," Van Over and Barone (1975, p.341) 

conclude that "personal values and beliefs in the Chris

tian ethic are the most important factors in motivating 

executives toward helping alleviate social ills." 

Size relative to owning group. This variable is 

meant to measure the degree of independence/dependence 

of a particular organization that is a part of a larger 

organization. With the growth of multibank holding com

panies, this variable may be particularly relevant to the 

banking industry. 

Regulatory agencies. Most business organizations 

are subject to a variety of regulatory agencies that in

fluence corporate behavior. The banking industry is no 

exception. Dependent upon the charter of the bank it is 

either regulated by the State or by the Federal Reserve 

Board, Another source of regulation is related to the 

nature of trading a bank's stock. If it is traded on an 

exchange, then the regulations of the Securities and Ex

change Commission must be followed. 

Nature of stockownership. The rationale for this 

variable seems to be that the less the concentration of 

ownership, the greater the degree of managerial discretion 

And, increased managerial discretion puts the manager of 
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a firm in a position to better satisfy the demands of 

other clients (Davis and Blomstrom, 1975, p,85). Buehler 

and Shetty (1975, p,73) argue that "the more stockholders, 

the more stockholder pressures and proposals for change 

and involvement," 

Competition, Petit (1967, p.125) claims that "since 

the level of competition is functionally related to mar

ket structure, it should be possible to predict conditions 

under which a manager will behave in a socially responsi

ble way (e.g., ceteribus paribus managers of large firms in 

oligopolistic markets will be more socially responsible 

than managers of small firms in competitive markets)." 

Minority population in the community. The Council 

on Economic Priorities (1972, p.159) found no significant 

correlation between minority employment in eighteen banks 

and the percent of minorities in the city population, 

Thieblot (1970), in a similar study, found a very low 

positive correlation between minority employment and the 

percent of minorities in the population. 

Degree of local ownership. Mills (1955) postulated 

that there is more incentive for community-based owners 

to participate in and improve their communities than for 

managers of absentee-owned firms. He empirically tested 

this and found it to be true. Opinion Research Corpo

ration (1966) also found that the managers of locally 

owned businesses were more involved in community affairs 
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than branch managers. 

Size of the community. Rodgers and Zimet (1968) 

contend that business firms become more involved in small 

and medium size cities than in large cities. 

Significance of the Research 

The results of this research will hopefully contrib

ute to the social responsibility of business literature 

and provide a basis for further research. This research 

could contribute to the literature by: 

1. Attempting to provide evidence that socially re

sponsive behaviors are generally not interdependent and 

additive, and should be treated as independent phenomenon 

This evidence would indicate that previous attempts to 

measure social responsibility as one variable, or a com

bination of different socially responsive activities, 

might give results that are misleading, 

2. Attempting to explore the relationship of each in

dependent variable with socially responsive behaviors, 

when the intensity of actual behaviors are measured in a 

randomly selected sample of one industry. Previous stu

dies have tended to investigate the relationship of one 

independent variable with socially responsive behavior, 

measuring perceptions of behavior, across industries, by 

use of a mail survey. 

3. Attempting to present for the first time, to the 
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knowledge of this researcher, empirical evidence of the 

relationships between two independent variables, manageri

al values and competition, and selected socially respon

sive behaviors, 

4, Attempting to develop a multivariate model of 

the variable or set of variables that "best" explains the 

variations in each socially responsive behavior. The 

findings may indicate that future research should analyze 

multiple independent variables with one socially respon

sive behavior, instead of the previous practice of an

alyzing one independent variable with a combined scale of 

many socially responsive behaviors. 

Limitations of the Research 

The purpose of this research is to explore relation

ships between variables, and does not presume to impute 

causality. As the independent variables are not manip

ulated, no conclusions can be drawn about the effect of 

the independent variables upon the dependent variables. 

Due to the nature of the sample, commercial banks in 

Texas, no generalization of the results of this study can 

be made to either the commercial banks of other states or 

to other industries. 

The measure of managerial values used in this study 

is a specific operationalization, by Behling et al. (1975), 

of the conceptual model of Hay and Gray (1974). There-
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fore, any conclusions about the association between man

agerial values and socially responsive behaviors are lim

ited to this particular measure of values. 

Economic and time resources were two factors that 

imposed limitations on this research. Funds were not 

limitless, and additional time and money would possibly 

have allowed for a broader research scope. 

There are five chapters remaining in this work. Chap

ter II contains a reviev; of the social responsibility lit

erature. The more relevant socially responsive behaviors 

are identified and those variables identified by scholars 

as having an association with socially responsive behavior 

are discussed. Chapter III presents the operational de

finitions and measurements of the variables and discusses 

the research sample, research instrument, the propositions, 

and the statistical methods of data analysis. Chapter IV 

presents the more relevant results of the analysis of the 

data. Chapter V contains the discussion of the results 

presented in Chapter IV, and compares the results with 

the findings of other authors. Chapter VI presents a 

brief overview and summary of the study, as well as some 

of the more relevant conclusions derived from the find

ings and recommendations for future research. 



CHAPTER II 

REVIEW OF THE LITERATURE 

The purpose of this chapter is to provide a per

spective with respect to the literature pertaining to 

corporate socially responsive behaviors. While doing so, 

behaviors that are considered more relevant will be iden

tified. Both on a conceptual as well as an empirical 

base, many scholars have attempted to examine the rela

tionships between many organizational and contextual 

variables and socially responsive behaviors. These vari

ables will be briefly reviewed. 

Socially Responsive Behaviors 

In general, there is a disagreement among scholars 

as to what socially responsive behaviors constitute. 

Steiner (1975, p.159) has aptly remarked that "every 

author writing in this field has his or her own defini

tion. There is a lack of consensus about a conceptual 

definition." Bowen (1953, p.6) defines social responsi

bility as "obligation to pursue those policies, to make 

those decisions, or to follow those lines of action which 

are desirable in terms of the objectives and values of 

our society." 

To McGuire (1963, p,144), social responsibility 

implies that: 

, , . the modern business corporation 

14 
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should recognize that, in this day and 
age, it can no longer hungrily pursue 
the single goal of profits to the com
plete neglect of its table manners. 
The idea of social responsibilities sup
poses that the corporation has not only 
economic and legal obligations, but also 
certain responsibilities to society which 
extend beyond these obligations. The 
corporation today must take an interest 
in politics, in the welfare of the com
munity, in education, in the "happiness" 
of its employees—in fact, in the whole 
social world about it. In a sense, there
fore, it must act "justly" as a proper 
citizen should. 

Eels and Walton (1961, p.457) described social 

responsibility as follows: 

When people talk about social re
sponsibility they are thinking in terms 
of the problems that arise when corporate 
enterprise casts its shadow on the so
cial scene, and of the ethical principles 
that ought to govern the relationships 
between the corporation and society. 
They are concerned with the impact of 
the corporation on the individual and 
the possibilities of reconciling big 
business, big labor, and big government 
with the values deeply rooted in our 
form of government. 

Perhaps the most succinct definition of social 

responsibility is that of Davis (1960, p.70) who says 

that it refers to "the businessman's decisions and ac

tions taken for reasons at least partially beyond the 

firm's direct economic or technical interest," 

These definitions are all open ended, and offer no 

concrete, finite answer to what the social responsibil

ities of business really are, Steiner (1975, p.154) 

suggests that another, more realistic, approach to de-
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fining social responsibility is by identifying the so

cial programs or activities that make up social respon

sibility. Research efforts have contributed to identi

fying the areas included in socially responsive behavior. 

Harris (1973) did a longitudinal survey of the public 

about the involvement of business in broad social and 

economic areas. In his survey, the public was asked to 

answer YES, NO, DON'T KNOW, to a list of statements that 

begin with: Should Business Provide Special Leadership 

In. . . The results (Table 1) show a very high positive 

response (over 60%) for 14 of the 16 areas. Louis (1969) 

was one of the first to survey managers with regards to 

social problems. In his study, 350 top managers were 

given a list of social problems in which business might 

want to involve itself, and were asked to choose those 

that deserve "top priority". The results (Table 2) 

showed that education, pollution, and various forms 

of minority improvement received high priorities. 

The study of Eilbirt and Parket (1973) was a mail 

survey with responses from the executives of 96 companies 

The methodology used to measure socially responsive behav

ior is of some import, as it has been used in various suc

ceeding studies. An alphabetized list of 15 socially 

responsive behaviors was mailed to the corporate execu

tives. They were asked to 1) check the activities in 

which their corporations were involved, and 2) rank 

these in order of their importance. Therefore, only 
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TABLE 3 

TYPES OF SOCIAL RESPONSIBILITY ACTIVITIES 

Percent 
Activity Practicing 

Contributions to education 86 
Ecology 78 
Minority hiring 78 
Minority training 68 
Contributions to the arts 68 
Hard core hiring 58 
Hard core training 55 
Civil rights 53 
Urban renewal 53 
Consumer complaints 46 
Understandable accounting statements 42 
Truth in advertising 42 
Product defects 36 
Guarantees and waranties 32 
Consumer oriented label changes 24 

SOURCE: Eilbirt, Henry and Parket, I. Robert. "The 
Current Status of Corporate Social Responsibil
ity." Business Horizons, 16 (August 1973), 
p.9. 

perceptions of the degree of involvement and not the 

actual degree of involvement v/ere measured. Table 3 

identifies the practices covered by the term social re

sponsibility and provides some order of magnitude for 

these activities. Eighty-six percent of the firms re

port contributions to education. This is closely fol

lowed by efforts in ecology and minority hiring, each at 

78 percent. Table 4 shows the results of the ranking of 

the activities deemed most important. Minority hiring 

appears to be viewed as the most important single activity 
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TABLE 4 

ACTIVITIES BELIEVED MOST IMPORTANT 

Activity 
Number 
Practicing 

75 
75 
65 
82 
44 
51 
51 
34 
65 
53 
40 
56 

23 
31 

Firms 
Activi 

Top 

Number 

40 
35 
23 
23 
9 
8 
8 
3 
5 
4 
3 
2 

1 
1 

Ranking 
ty Among 
Three 

Percent 

53 
47 
35 
28 
20 
16 
16 
9 
8 
8 
8 
4 

4 
3 

Minority hiring 
Ecology 
Minority training 
Contributions to education 
Consumer complaints 
Urban renewal 
Civil rights 
Product defects 
Contributions to the arts 
Hard core training 
Truth in advertising 
Hard core hiring 
Consumer oriented label 

changes 
Guarantees and warranties 
Understandable accounting 

statements 40 0 0 

SOURCE: Eilbirt, Henry and Parket, I. Robert. "The 
Current Status of Corporate Social Responsibil' 
ity," Business Horizons, 16 (August 1973), 
p.10. 

While social activities in which a larger number of firms 

were engaged also tended to be higher in importance, a 

comparison of Table 3 and Table 4 shows that the two do 

not necessarily go hand in hand. Most notably, contribu

tions to education, the most common practice, shows up 

fourth in the importance rating. 

Corson and Steiner (1974), in a mail survey of 750 

companies with 248 responses, used a variation of the 
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TABLE 5 

RANK ORDER LISTING OF ACTIVITIES WHICH WERE NOTED MOST 
FREQUENTLY TO INVOLVE SIGNIFICANT COMMITMENT 

Rank* 
Number of 
Responses 

1. Ensuring employment and advancement 
opportunities for minorities 244 

2. Direct financial aid to schools, in
cluding scholarships, grants, and 
tuition refunds 238 

3. Active recruitment of the disadvantaged 199 
4. Improvement of work/career opportunities 191 
5. Installation of modern pollution abate

ment equipment 189 
6. Increasing productivity in the private 

sector of the economy 180 
7. Direct financial support to art insti

tutions and the performing arts 177 
8. Facilitating equality of results by con

tinued training and other special programs 
(civil rights and equal opportunity) 176 

9. Improving the innovative and performance 
of business management 174 

10. Engineering new facilities for minimum 
environmental effects 169 

*RANK: (1) indicates highest commitment. 

SOURCE: Corson, John J, and Steiner, George A, Measuring 
Business's Social Performance: The Corporate 
Social Audit, New York: CED, 1974, p.10, 

method developed by Eilbirt and Parket, The questionnaire 

contained the list of possible areas of business social 

action developed by the Committee for Economic Development 

(1971). The respondents were asked to check the ones in 

which their company was involved and then to rank them ac

cording to the amount of commitment. Table 5 shows the 

ten highest ranked activities and the number of respon-
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dents. Employment and advancement of minorities, dona

tions to education and the arts, and pollution control 

dominate the list of activities in which organizations 

were involved. 

Buehler and Shetty (1976) also employed a modified 

form of the Eilbirt and Parket (1973) technique in their 

mail survey, that elicited 232 responses. The question

naire contained a list of activities in three areas of 

social involvement: urban, consumer, and environmental 

affairs. The companies were asked to rank their activi

ties within the programs in terms of degree of involvement. 

Table 6 shows the results of the survey for the five high" 

est ranked activities within each area. In urban affairs 

minority issues (employment and urban renewal) and dona

tions (education and the arts) were ranked among the top 

five activities. 

Cohn (1970) surveyed 247 industrial and financial 

corporations. The respondents were asked to answer YES 

or NO if they were/were not involved in any of the five 

areas (donations, minority hiring, hard core hiring, hard 

core training, other). The results showed that financial 

corporations had greater involvement in these areas than 

industrial corporations. The possible explanation given 

was that these items dealt specifically with urban af

fairs and not with consumer and environmental issues, 

which may be of more concern to industrial corporations. 
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PATTERN OF CORPORATE SOCIAL ACTIONS 

23 

Activities 
Average 
Ranking* S.D F-Ratio 

Urban affairs 
1 Employment and training 
2 Contribution to education 
3 Medical assistance 
4 Contributions to culture 

and arts 
5 Urban renewal 

Consumer affairs 
1 Quality control 
2 Design improvement 
3 Customer service 
4 Marketing improvement 
5 Customer information 

Environmental affairs 
1 Water pollution 
2 Air pollution 
3 Waste disposal 
4 Noise abatement 
5 Radiation abatement 

2.1 
2.6 
3,1 

4.0 
4.0 

1.9 
2,2 
2,7 
3.0 
3.2 

2,1 
2.2 
2.6 
3.2 
4.2 

1.2 
1.3 
1.6 

1.4 
1.7 

1.3 
1.5 
1,3 
1.4 
1.5 

1.4 
1.3 
1,4 
1.3 
1.8 

60.23 
df 4/869 

p < .001 

23.94 
df 4/774 
p <,001 

45.93 
df 4/749 
p < .001 

*The lower the average ranking, the more active is the 
company involvement. The differences in the degree of 
freedom are attributable to some partially completed ques
tionnaires . 

The average rankings for each activity within each of 
the three areas were tested using least significant dif
ference of mean comparisons and the following were found 
to be significantly different at the .05 level: 

Urban - all except 4 vs. 5 
Consumer - All except 1 vs 2, 3 vs. 4, and 4 vs, 5, 
Environment - all except 1 vs, 2, 

SOURCE: Buehler, Vernon M. and Shetty, Y,K. "Managerial 
Response to Social Responsibility Challenge," 
Academy of Management Journal,19 (March 1976), 
p. 73, 
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Tn the category "other", there was an indication by finan

cial corporations of involvement in loan programs for low 

income housing and to minority enterprises. 

Van Over and Barone (1975) in another mail survey, 

with 201 respondents, asked the executives to list the so

cial programs in which their corporations were active. 

This was an open-ended question, as no list of activities 

was provided. The four categories most frequently men

tioned were: 

1. Programs which promote the betterment of the 
disadvantaged and minority groups, 

2. Local community projects, including fund raising 
drives and charities. 

3. Corporate giving programs for education, 
4. Environmental improvement and pollution control 

(p.340). 

In summary, a comparison of these studies shows a 

clear consensus of the predominant issues and activities 

to which corporations are attempting to respond in order 

to meet the needs of society. Charitable donations, the 

employment and promotion of minorities, and pollution con

trol consistently lead among the activities in which or

ganizations are involved. Of lesser importance are urban 

renewal and consumer issues. It is important to point out 

that the aforementioned studies have measured perceptions 

of the degree of involvement rather than the actual degree 

of involvement in corporate socially responsive behaviors. 

As mentioned in Chapter I, different issues may be 

more or less relevant to different industries. To con-
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trol for the variations between industries, it was also 

mentioned that this study will investigate one industry, 

commercial banking. More detailed reasons for the choice 

of. the commercial banking industry are given in Chapter III 

As this study will sample the commercial banking industry, 

issues related more to the financial sector will be se

lected. These will include two of the most predominant 

issues, charitable donations and the employment and pro

motion of minorities. Also, as Cohn (1970) has found, 

financial institutions tend to become involved in the is

sues of loans for low income housing and to minority en

terprises. A more complete discussion of how these 

socially responsive behaviors relate specifically to the 

commercial banking industry will be presented in Chapter 

III. 

The remainder of this chapter consists of a brief 

presentation and discussion of those independent variables 

that have been identified in the literature as having a 

relationship with socially responsive behavior. 

Organizational Size 

Blumberg (1975, p. 16) defines size as the "bigness" 

of a corporation. Organizational size is, perhaps, the 

most frequently examined variable in order to explain the 

variations in socially responsive behavior that exists 

between corporations. It is often argued that large cor-
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porations, due to their increased visibility and greater 

resources, are more apt to engage in socially responsive 

behaviors. Davis and Blomstrom (1975, p.104), for example, 

state that "it appears that large corporations with their 

greater economic resources and staff assistance have been 

able to respond more quickly (to social responsibility)." 

Eilbirt and Parket (1973, p.ll) conjecture that "giant 

firms may simply be or feel themselves to be targets and 

thus find it necessary, because of their dominance, to 

establish social responsibility credentials." Blumberg 

(1975, p.58) believes that "the giant firms which are 

highly visible to the public eye have had (social) re

sponsibility thrust upon them. Unlike smaller firms, 

they operate in the glare of public exposure as well as 

under governmental and other public pressures for leader

ship in urban and environmental areas." Finally, Buehler 

and Shetty (1976, p.72) conclude that "large corporations 

routinely possess considerable resources and skills that 

are avialable for allocation to social responsibility 

areas. Furthermore, the larger the company, the more 

visible it is to public scrutiny in the area of social 

performance." 

Several empirical studies have attempted to measure 

the association between size and socially responsive be

haviors. Eilbirt and Parket (1973) found a positive re

lationship between size and involvement in social respon-
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sibility. Size was measured by dollar volume of sales. 

Large firms were defined as those having $1 billion and 

above in sales, small firms as those having $250 million 

and below in sales. Gomolka (1975) measured size by the 

number of employees. Four categories were used in his 

study: 1 - 1 0 employees, 11 - 25 employees, 26 - 75 em

ployees, and 76 - 500 employees. He found that "companies 

with 1 - 10 or 11 - 25 employees engage in fewer social 

responsibility activities than companies with 26 - 75 

or 76 - 500 employees" (p,338). These studies related 

organizational size to the total number of social activi

ties the firms were involved in, and found a positive re

lationship. They, however, did not measure the actual 

degree of involvement in socially responsive behaviors. 

The Council on Financial Aid to Education (1972), 

studied the relationship between organizational size and 

a particular socially responsive behavior, charitable do

nations. A negative relationship was found between organ

izational size and charitable donations. 

Organizational Income 

Business profit has a strong foundation in economic 

theory. In fact, there are those who perceive it as the 

only legitimate goal of business. This position is best 

illustrated by the title of the classic article by 

Friedman (1970), "The Social Responsibility of Business 
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is to Increase Its Profits." There is evidence that prof

it, or organizational income, may be one of the variables 

that helps explain the variance in socially responsive 

behavior. Many consider profit to be a precondition for 

involvement in socially responsive activities. For ex

ample, Steiner (1975, p,168) states, "A company that can 

reach the level of profits required to balance properly 

the interests focused on its operations is in a position 

to take social actions. A company not in so favored a 

position may be unable to assume them." Parket and Eilbirt 

(1975, p,7) take a similar position: "while v/e did not 

see profit as causing such good works, we did see it as a 

potentially inhibiting factor. In theory, one might al

most apply a sort of Parkinson's Law here: corporate ef

forts in this area will expand within the limits made 

possible by profitability." Higgins (1975, p.310) takes 

a similar view in saying that "when the economic situation 

allows for the contemplation of direction, organizations 

can afford to be more socially responsible." Elkins 

(1977, p.131) adds that firms must have "discretionary 

resources available for disposition" as a precondition 

for social involvement. These, then, suggest that a 

"satisfactory" or "sufficient" level of profit must be 

attained before a firm will become involved in socially 

responsive behaviors. 

At least two surveys of corporate executives tend to 
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confirm the relationship between profit and corporate so

cial responsibility. Louis (1969, p.94) in his survey 

of 350 executives found that the largest group, 42 per

cent, said that business "first must make an adequate 

profit, then must assume public responsibilities that may 

not be profitable." Holmes (1976, p.39) in a survey of 

192 executives found that 92% of them felt that the firm's 

level of social involvement was at least "partially" 

related to economic conditions. They felt that social 

involvement was "related to profits and that profit per

formance determined the availability of funds and the level 

of social expenditures." 

Other research has also tended to confirm a positive 

relationship between organizational income and socially 

responsive behavior. Bowman and Haire (1975), using re

turn on equity as the measure of organizational income, 

found a positive association between organizational income 

and socially responsive behavior. Parket and Eilbirt 

(1975) also found a positive relationship between organ

izational income and socially responsive behavior. In 

their study, four measures of organizational income were 

used: dollar net income; net income as a percentage of 

sales; net income as a percentage of shareholder equity; 

and earnings per share. All four measures showed a pos

itive relationship with the total number of social activi

ties the firms were involved in, A greater positive as-
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sociation was found between involvement in social activi

ties and the absolute measure of organizational income, 

net income, than with the other three relative measures 

of organizational income. This difference may be due to 

the methodology employed. The comparison of firms in 

various industries on the basis of absolute measures of 

profit can be confounding. The norms for different in

dustries vary because of such factors as turnover, lev

erage, and growth, A third study by Buehler and Shetty 

(1976), using average return on total assets as the mea

sure of organizational income, found no significant re

lationship between organizational income and degree of 

involvement in social action programs. 

Managerial Values 

Many definitions exist for this term value, however 

a common thread passes through many of them, Elbing and 

Elbing (1967, p.7) view values as a "concept of the de

sirable". According to Kluckhohn (1951, p.388), "A 

value is a conception, explicit or implicit, distinctive 

of an individual or characteristic of a group, of the de

sirable which influences the selection from available 

modes, means and ends to action". Athos and Coffey (1968, 

p.100 feel that values are "ideas about what is desir

able". Guth and Tagiuri (1965, p,124-125) paraphrase 

Kluckhohn when they define a value as a "conception, ex-

^-i-^-^ ^^ nmr̂ i 1 ri t.. of what an individual or group re-
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gards as desirable, and in terms of which he or they se

lect from among alternative modes the means and ends of 

action". Adler (1956, p.272) says that "values may be 

seen as present in man (or men), as preferences held by 

people (whether learned, innate, or both)". Levitin (1973, 

p. 492) sums up her review of values by stating that 

"value then becomes a hypothetical construct, not directly 

accessible to observation but inferable from verbal state

ments and other behaviors and useful in predicting still 

other observable and measurable verbal and nonverbal be

havior" . 

Values and Administrative Behavior 

The importance of values for explaining and pre

dicting administrative behavior has been emphasized by 

various authors in the literature. Kast and Rosenzweig 

(1974, p,434) state that "the importance of values can

not be overestimated, especially from the perspective of 

open-system decision-making. There is a close relation

ship between managerial values and decision-making". 

They view values as foundation inputs to administrative 

behavior within organizations. They also feel that the 

knowledge of managerial values can serve as an excellent 

means for predicting administrative behavior. Miner (1973, 

p.176) says that "a major factor in the resort to intui

tion to select a favorite alternative which is then ra-
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tionaljzed on the basis of further rscarch appears to be 

the value system of the individual". In his report of 

research on managerial values, England (1967, p.54) 

lists what he calls "reasonable assertions" about man

agerial value systems which have significance for ex

plaining and predicting managerial behavior: 

1, Personal value systems influence a manager's 

perception of situations and problems he faces, 

2, Personal value systems influence a manager's 

decisions and solutions to problems. 

3, Personal value systems influence the way in 

which a manager looks at other individuals and groups of 

individuals; thus they influence interpersonal relation

ships . 

4, Personal value systems influence the perception 

of individual and organizational success as well as their 

achievement. 

5, Personal value systems set the limits for the 

determination of what is and what is not ethical behav

ior by a manager. 

C. Personal value systems influence the extent to 

which a manager will accept or will resist organization

al pressures and goals, 

Guth and Tagiuri (1965, p.123) draw the following 

conclusion on the relationship between managerial values 

and behavior: 
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Some managers may feel that their 
choices of corporate strategy are en
tirely objective. This may well be so 
if they include their personal values 
among the elements they take into ac
count in their analyses and decisions. 
For it is quite clear on the basis both 
of observation and of systematic studies 
of top management in business organiza
tions, that personal values are impor
tant determinants in the choice of cor
porate strategy. 

In recognizing this association between managerial 

values and behavior, Connor and Becker (1975, p,558) rec

ommend the inclusion of values into research models be

cause, "values may supply some critical variance. That 

is, it is not expected that values will always explain 

100% of the variance of some other variable. To the 

contrary, the evidence is clear that, even without con

sidering values, there are strong relationships among 

some variables. It is contended, however, that such re

lationships may be more fully explained by including mem

ber values as a distinct variable in the analysis". 

Values as a Social Responsibility Issue 

As the previous review has noted, there is an associa

tion between managerial values and behavior. In the So

cial Responsibility literature, there is particular at

tention given to this relationship. For many authors it 

is the primary cause of variance in actual behavior in 

response to Social Responsibility issues, Elbing (1970, 

p.784) observes that business must be viewed as a Social 
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system having noneconomic values in addition to economic 

values. He states: 

Every business act, whether or not it 
has direct economic connotations and ram-
fications, is a social act in that it 
is a social response to other human beings. 
Even purely "technical" and "economic" 
acts have their social dimensions. Busi
ness produces not only economic conse
quences, . . .it also produces a great 
variety of important social consequences. 
Its moral nature derives from that fact. 
The value issue of business derives from 
the pervasive social (hence moral) na
ture of business, and cannot be extra
polated merely from its abstracted ec
onomic functions. Thus the full scope 
of the value issue of business can be 
understood and formulated adequately 
only when it is viewed within a social 
framework which includes all the so
cial effects of business action. 

In a similar vein, Davis and Blomstrom (1975, p.174) 

note : 

A businessman's values affect all that 
he does in business, because they provide 
the social norms on which he depends for 
guidance. They determine what he thinks 
is right and wrong, what is desirable and 
undesirable, and what attitudes he has 
toward social issues. They determine the 
kinds of ideas that he can understand and 
accept. Whatever he does, they color his 
outlook toward the world. They are the 
ethical guidelines that he uses to ratio
nalize decisions he makes, regardless of 
how realistic those decisions appear to 
others. 

Van Over and Barone (1975, p.341) conclude that 

"personal values and belief in the Christian ethic are the 

most important factors in motivating executives to'.vard 

helping alleviate social ills". In discussing Corporate 
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response to social responr;ibi 11 ty, Richman (1973, p.36) 

arrives at a similar conclusion. He states that "the ways 

that corporations respond to such issues frequently tend 

to depend in large part on the ideologies, values, and 

attitudes of those who run and manage them". 

Managerial Values and Value System 

Levitin (1973, p.490) notes that "most of the instru

ments to measure values were influenced directly or in

directly by Spranger's contention that there were various 

types of men who could be identified by their dominant 

interests." These six types of men are: the aesthetic 

man, the economic man, the political man, the religious 

man, the social man, and the theoretical man. The combi

nation of these six value orientations form a value sys

tem. Guth and Tagiuri (1965) employed the value classifi

cation scheme of Spranger in obtaining a value profile of 

U.S. executives. They found that there v/as a vast dif

ference in profiles among managers, although the majority 

showed a profile similar to the average value profile 

(Table 7). They also found that scientist and research 

managers displayed significantly different value profiles. 

Guth and Tagiuri (1965) used the instrument. Study of Values, 

developed by Allport, Vernon and Lindzey (1960). 
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TABLE 7 

VALUE PROFILE OF U.S. EXECUTIVES 

Value Score 

Economic 45 
Theoretical 44 
Political 44 
Religious 39 
Aesthetic 35 
Social 33 

SOURCE: Guth, William D, and Tagiuri, 
Renato. "Personal Values and 
Corporate Strategy." Harvard 
Business Review. 43 (Sept,-
Oct. 1965), p.126 

England (1967, p.67) completed another comprehensive 

study of managerial value systems. His conclusions were 

as follows: 

1. The personal value systems of managers can be 

meaningfully measured even though they are complex in na

ture . 

2. There is a general value pattern which is charac

teristic of American managers, as well as a great deal of 

variation in value systems from individual to individual. 

3. Personal values operate at the level of corporate 

strategy and goals as well as at the level of day-to-day 

decisions. 

4. The personal value systems of individual man

agers influ'-nce the organization in both an indirect 

and direct manner, and managerial values are influenced 
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by organization life. 

De Salvia and Gemmil (1971) and Watson and Barone 

(1976) have also used the England (1967) instrument to 

compare the value systems of managers. Their results were 

consistent with the profiles found by England. Cook (1973) 

compared the findings of England with the values of women 

executives, and a high degree of similarity was found. 

Davis and Blomstrom (1975) have used a modified form 

of the Spranger model when they present the factors that 

make up the value system of a manager: 

Technical - based on physical facts, 
science, and logic 

Economic - based on market values 
determined by supply and 
demand 

Social - based on group and institu
tional needs 

Psychological - based on personal needs 
of individuals 

Political - based on general welfare 
needs of the state 

Aesthetic - based on beauty 
Ethical - based on what is right 
Spiritual - based on what God has re

vealed 

Hay and Gray (1974) have presented the most detailed 

attempt at conceptualizing the values that are specifical

ly related to socially responsive behaviors. They state 

that "all managers have a set of values which affect 

their decisions, but the values are not the same for each 

manager; however, once they are ingrained in a manager, 

they do not change except over a period of time. It is 

possible to group these values into a general pattern of 
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of behavior which may characterize three styles of man

agers - the profit maximizer, the trusteeship style, and 

the quality of life style management" (Hay and Gray, 1974, 

p.l38), A complete listing of these three types of value 

systems and their subset components are presented in 

Table 8, 

Hay and Gray (1974) seem to imply that a manager 

whose values are closer to Phase III, the "quality of 

life" style of management, will be more responsive to so

cial issues than a manager whose values are closer to 

Phase I, the profit maximizer style of management, A 

manager whose values are closer to Phase III tends to 

have a more "liberal" or "enlightened" set of values. 

A manager whose values are closer to Phase I tends to have 

a more "conservative" or "traditional" set of values. 

Behling et al. (1975) have operationalized and em

pirically tested the value profiles of Hay and Gray. How

ever, the relationship between managerial values and so

cially responsive behaviors, as conceptualized by Hay and 

Gray (1974), has not been tested. The question of wheth

er the conceptualization of Hay and Gray (1974), as op

erationalized by Behling et al, (1975), is a valid 

predictor of managerial response to social issues remains 

to be examined, A more detailed description of the instru

ment developed by Behling et al. will be given in Chapter 

III. 
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Size Relative to Owning Group 

Size relative to owning group is meant to measure 

the degree of independence/dependence of a particular or

ganization that is a part of a larger organization. This 

variable has been examined by Pugh et al, (1969) to 

understand the structuring of organizations. Size rela

tive to owning group may be particularly relevant to the 

banking industry. With the growth of multibank holding 

companies, more and more unit banks (non-members of a 

multibank holding company) are becoming members of a 

larger organization. The President of a unit bank may 

be able to act in a more independent manner than the 

President of a member bank of a multibank holding com

pany. 

Gomolka (1975) empirically tested this variable with 

socially responsive behaviors. The measurement used by 

Gomolka was similar to the research by Inkson et al. 

(1970). Gomolka (1969) found no relationship between 

size relative to owning group and the total number of 

socially responsive activities. He did find, however, 

that organizations that were members of a larger organi

zation did have a higher degree of involvement in minor

ity hiring and contributions to education. 

Regulatory Agencies 

All corporations are subject to a variety of reg-
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ulatory agencies that influence corporate behavior. The 

banking industry is no exception. Dependent upon the 

charter of the bank, it is either regulated by the State 

Department of Banking or the Federal Reserve Board. 

Therefore, the banking industry can be segmented into 

two groups with different regulatory requirements: 

State Banks and Federal Banks. 

Another source of external regulation is related to 

the nature of trading stock of the bank. If the stock is 

publicly traded, the bank must make available, for public 

perusal, its financial statements. It also becomes sub

ject to the regulations of the Securities and Exchange 

Commission. Gomolka (1975) attempted to measure the ef

fect of having this type of external regulation on the 

socially responsive behaviors of the firm. He found a 

positive relationship between firms with quoted stocks 

(as opposed to unquoted stocks) and socially responsive 

activities. 

Although not specifically a governmental body, an

other type of "agency" that regulates a business is a 

Professional Association. Elkins (1977) points out that 

these associations not only represent the industry, but 

also pressure members into conforming to industry norms. 

The national association for the banking industry is the 

American Bankers Association (ABA). The ABA has publicly 

taken a positive stand on social issues, and has estab-
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lished a special committee. Urban and Community Affairs, 

whose mission is to stimulate minority employment and mi 

nority economic development (Council on Economic Prior

ities, 1972). 

Nature of Stock Ownership 

As stock ownership has become more diversified, and 

as greater numbers of people hold smaller amounts of 

stock, their reasons for holding stock have changed. 

(Wallich and McGowan, 1970). There has also been an in

creasing separation between management and ownership. 

"Dispersion of shareholdings has diluted or destroyed in

ternal ownership control on management decision making, 

and transferred the power of decision to the management 

group" (Davis and Blomstrom, 1975, p.210). "By virtue of 

the diffusion of stock ownership and the comparatively 

small proportion of the total stock owned by one individ

ual or group, managements in effect control property they 

do not own" (Steiner, 1971, p.131), "Managers hold a 

firm lock on real decision centers and stockholders are 

relatively powerless" (Elkins, 1977, p.131). Blumberg, 

(1975, p.84) concludes that "this widespread distribution 

of individual stock as ownership has become so pronounced 

that it has led to general acceptance of the concept of 

the separation of ownership and control in the large cor

poration." The rationale seems to be that the less the 
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concentration of ownership, the greater the degree of man

agerial discretion. And, increased managerial discre

tion puts the manager of a firm in a position to better 

satisfy the demands of other clients (Davis and Blomstrom, 

1975, p.85). Berle and Means (1932) and Larner (1970) 

have studied the degree of concentration of ownership in 

public corporations. The latest study by Larner (1970) 

found that 84% of the companies and 84% of the assets 

were so dispersed that management had effective control. 

This researcher is not aware of any empirical study ex

amining the relationship between concentration of owner

ship and socially responsive behaviors. 

However, Buehler and Shetty (1976) offer a different 

explanation for the relation between dispersion of stock

holders and socially responsive behaviors. In their 

study they found that "the larger the number of stock

holders, the more committed was the company to social re

sponsibility" (p.73). They argue that it is because of 

the increased number of stockholders. "The more stock

holders, the more stockholder pressures and proposals for 

changes and involvement" (p,73). There is evidence that 

this may be true, Maeroff (1970) notes that "the corpo

rate annual meeting has come under assault as never be

fore, and those who have been involved in bulldozing 

open this new avenue of social protest believe that the 

big corporations face some changes." An article in 
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Business Week (1973) states "for the fourth year in a row, 

activists are challenging corporate managements on a vari

ety of points. The challengers, working through proxy 

proposals and questions from the floor, include represent

atives of major religious denominations, foundations, and 

such veteran groups as the Washington-based Project on 

Corporate Responsibility. Their questions this year most

ly involve corporate investment in South Africa, minority 

hiring, broadening the membership of directors, and dis

closure of military contract business, political contri

butions, and lobbying activities." Cassell (1974, p.21) 

says that "shareholders who once thought of little beyond 

dividends confront corporations on issues which range 

from basic challenges about who runs the company to ef

forts to influence the firm's internal employment pol

icies." Elkins and Callaghan (1975, p.452) add that a 

"newer activist, seeking to use the shareholder's meeting 

to effect change, is more concerned with raising public 

responsibility issues: pollution, auto safety, minority 

hiring, political connections, and the like." 

Therefore, either, or both, the concentration of 

ownership or the absolute number of shareholders may af

fect the degree of activity of corporations in socially 

responsive activities. 
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Competition 

This researcher is not aware of any studies relating 

competition to socially responsive behaviors. However, 

various authors, have suggested a relationship between 

market competition and corporate socially responsive be

havior. In the classical tradition of Adam Smith, they 

contend that the best insurance of the protection of the 

public interest is a vigorous, competitive, market system 

(Heyne, 1968). Manne (1972) believes that the whole con

cept of corporate social responsibility suits government 

officials and intellectuals, particularly intellectuals 

who denigrate and even hate the idea of a free market. 

Probably the most outspoken defender of the traditional

ist position is Milton Friedman, who states that the "pres

sure for business assumption of social responsibilities 

grows out of defects in the economy, and the way to solve 

the problem is not to push business into the assumption 

of social responsibilities, but to improve the workings 

of competition" (1962, p.120). Friedman has also ob

served "that no businessman has money to spend on social 

responsibility unless he has monopoly power. Any business

man engaged in social responsibility ought to be immediate

ly slapped with an antitrust suit" (1973, p,56). It 

would seem that Friedman perceives a negative relation

ship between the degree of competition and corporate in

volvement in socially responsive behaviors. 
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However, not just the classical economist perceives 

the degree of competition in the market as a potentially 

critical factor that influences the socially responsive 

behavior of a firm. Elkins (1977, p.131) believes that 

managers have more discretion to be or not to be social

ly responsible because "business firms generally have 

power in the marketplace, resulting from either market 

structural imperfections or cooperative efforts on the 

part of business firms to mitigate against the rigors 

of competition." Petit (1967, p.125) claims that "since 

the level of competition is functionally related to mar

ket structure, it should be possible to predict conditions 

under which a manager will behave in a socially respon

sible way (e.g., ceteris paribus managers of large firms 

in oligopolistic markets will be more socially responsible 

than managers of small firms in competitive markets)." 

The methods of measuring the degree of competition 

in the commercial banking industry will be described in 

Chapter III. 

Community 

Three factors closely related to characteristics of 

the community in which the firm operates, have been dis

cussed in the literature as being associated v/ith vari

ations in socially responsive behaviors. The three 

factors are: the minority population in the community. 
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the degree of local ownership, and the size of the com

munity. 

Minority Population in the Community 

The relative number of minorities in the community 

should be related to certain socially responsive behav

iors. All things being equal, it v/ould be expected to 

find a positive relationship between the proportion of 

minorities in the community and the proportion of minor

ities employed by an organization. However, the Council 

on Economic Priorities (1972), in a study of minority 

employment in the banking industry, found no significant 

correlation between minority employment in eighteen banks 

and the percent of minorities in the city population. 

This finding was partially instrumental in the Council 

on Economic Priorities (1972, p.3) concluding that "em

ployment discrimination against minorities is endemic to 

commercial banking." Thieblot (1970), in a similar study 

of commercial banks, found a very low positive correlation 

between minority employment and the percent of minorities 

in the population. 

Rodgers and Zimet (1968) contend that a city that 

has a highly homogeneous population would be more unified 

and have similar values. This would allow business to 

identify and become involved in community activities with

out running the risk of alienating significant segments 
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of the population. Rodgers and Zimet imply that a homo

geneous population is one with common ethnic and racial 

characteristics. They would argue, therefore, that there 

is a negative relationship between the proportion of mi

norities in the community and the involvement of business 

in community activities. 

Degree of Local Ownership 

George C.McGhee, in a comment in a Committee for 

Economic Development (1971, p,64) publication, notes 

that "a particular problem arises in the case of cities 

dominated by branches and subsidiary companies. The 

performance in the social field of top executives in 

the home office, where the company has a stronger iden

tity and responsibility to its home town, usually ex

cels that of heads of subordinate plants and offices in 

other cities - creating an absentee effect. Local man

agers tend to have less authority, tighter budgets and 

less local interest and acceptability as transients on 

the way to the head office." Banfield and Wilson (1963) 

suggest a deep involvement in community affairs by local 

businessmen, who are rooted in the community and form a 

major economic and political elite, Rodgers and Zimet 

(1968, p.40) speak of "a dichotomy of interest between 

local business and absentee-owned corporations." 

Mills (1955) postulated that there is more incen-
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tive for community-based owners to participate in and im

prove their communities than for managers of absentee-

owned firms. In his study, he compared three cities char

acterized by local business with three others in which the 

dominant businesses were absentee-owned. The local busi

ness cities ranked higher on public facilities, and civic 

participation. Opinion Research Corporation (1966) also 

found that the managers of locally owned businesses were 

more involved in community affairs than branch managers. 

The community leaders of three cities were asked whether 

they thought branch managers v/ere more interested or less 

interested in the community than local businesses. In 

each city the majority thought that the branch managers 

were less interested in the community. 

Size of the Community 

Rodgers and Zimet (1968) contend that business firms 

become more involved in small and medium size cities than 

in large cities. They do not cite any particular evi

dence to support this, other than noting the fact that 

smaller cities tend to be more dominated by business in

terests than larger cities. The size of the city could 

also be relevant in relation to the previously diocussed 

variable of the size of the firm. The size of the firm 

was conceptualized as being positively related to social

ly responsive behavior because of the increased visibil-
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ity of the firm. In a smaller city, the visibility of 

the firm would tend to be high, even though it would not 

be defined as a large firm. 



CHAPTER III 

METHODOLOGY 

The purpose of this chapter is to present the op

erational definitions and the measurement process of the 

variables discussed in Chapter II. In addition, the re

search sample, the research instrument, the propositions, 

and the statistical methods for data analysis will also 

be discussed. 

Operational Definition and Measurement of 
Dependent Variables 

Based on the literature search discussed in the pre

vious chapter, five socially responsive behaviors that 

are regarded as both relevant and consistent have been 

selected for the purpose of this study. They are: in

tensity of minority employees, intensity of female of

ficers, loans for low income housing, loans to minority 

enterprises, and charitable donations. 

Intensity of Minority Employees 

The first socially responsive behavior to be mea

sured will be the intensity of minority employees, which 

includes blacks and Hispanics. Apart from ranking high 

as an issue for business in general, the Council on Ec

onomic Priorities (1972, p.3) notes that "employment dis

crimination against minorities is endemic to commercial 

53 
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banking. Minorities are employed at levels 18 to 38 per

centage points below their share of the local labor 

forces." Intensity of minority employees is operation

ally defined as the number of black and Hispanic employees 

divided by the total number of employees. 

Intensity of Female Officers 

The second behavior to be measured will be the in

tensity of female officers. The hiring of women is not 

an issue in the banking industry, as about 60 percent of 

bank employees are women. Yet only about 10 percent of 

banking's officers are female. Therefore, while women en

counter fewer problems than minorities when seeking em

ployment in banking, the work is likely to be low-level 

and chances for advancement poor (Council on Economic Pri

orities, 1972), Intensity of female officers is oper

ationally defined as the number of female officers divided 

by the total number of officers. 

Loans for Low Income Housing and to Minority Enterprises 

The third and fourth behaviors to be measured will 

be loans for low income housing, and loans to minority 

enterprises. In the review of the literature, it was 

mentioned that these behaviors were particularly rel

evant for financial institutions (Cohn, 1970). Also, it 

was noted that the American Bankers Association has es-
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tablished a special committee. Urban and Community Affairs, 

whose mission is to stimulate minority economic develop

ment (Council on Economic Priorities, 1972). 

Loans for low income housing is operationally defined 

as the dollar amount of low income housing loans divided 

by the dollar amount of total housing loans. 

Loans to minority enterprises is operationally de

fined as the dollar amount of minority enterprise loans 

divided by the dollar amount of total commercial loans. 

Charitable Donations 

The fifth area to be measured will be charitable do

nations. This socially responsive behavior has consist

ently been mentioned in the research as a primary activity 

of business. Charitable donations is operationally de

fined as the dollar amount of donations to charity divided 

by the dollar amount of income before securities gains or 

losses and income taxes (IBST). 

These five issues may be looked at on a continuum 

from high legal requirement/low voluntary to low legal 

requirement/high voluntary activities. The intensity of 

minority employees is perceived as high legal requirement/ 

low voluntary. Charitable donations is perceived as being 

on the other extreme of the continuum, low legal require

ment/high voluntary. In between two extremes, intensity 

of female officers is perceived as relatively high legal 
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requirement/relatively low voluntary. It is perceived in 

this way because although there is a legal requirement 

not to discriminate in promotion decisions, these deci

sions are more subjective and leave more room for man

agerial discretion than the employment of minorities. 

Loans for low income housing and to minority enterprises 

are perceived as relatively low legal requirement/relative

ly high voluntary. They are perceived as being less vol

untary than charitable donations because of the pressure 

from various interest groups, including self-regulation 

by the American Bankers Association. 

One of the objectives of this research is to deter

mine whether the selected socially responsive behaviors 

are interdependent and additive or whether they should 

be regarded as independent. If the five selected so

cially responsive behaviors are found to be interdepend

ent and additive, a combined scale of socially responsive 

behaviors will be derived from the measures of these five 

specific behaviors. 

A combined scale of socially responsive behaviors, 

for each sample bank, is defined as the mean, of the 

standardized data, of the five previously defined de

pendent variables. The raw data of each variable v/ill 

be converted into a standardized score. The standard

ized score for one raw data point of a variable is equal 

to the one raw data point dividecJ by the mean of all the 
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raw data points of the variable. If the five selected 

socially responsive behaviors are found to be independ

ent, then the use of a combined scale of socially respon

sive behaviors would be contradictory. 

Operational Definition and Measurement of 
Independent Variables 

Based on the literature search discussed in the pre

vious chapter, there are ten independent variables, or

ganizational size, organizational income, managerial 

values, size relative to owning group, regulatory agencies, 

nature of stockownership, competition, minority popula

tion in the community, degree of local ownership, and 

size of the community. 

Organizational Size 

For financial institutions, of which commercial 

banks are a subset, Blumberg (1975, p.22) notes that "it 

is evident that in the case of financial institutions, 

sales are not an appropriate guide. The revenues of 

banks represent fees for the use of money, not the sale 

of goods or services. Accordingly, financial institu

tions are customarily ranked by the size of assets," 

Murray (1976) in his case study on the response process 

of two banks, selected his sample by size of deposits. 

In this study, organizational size will be measured 

by total assets and total deposits. Assets is operation-
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ally defined as the dollar amount of total assets on 

12/31/76. Deposits is operationally defined as the dollar 

amount of total deposits on 12/31/76. 

Organizational Income 

As this study will sample only one industry, a rel

ative measure of profit can be used. For commercial 

banks. Reed et al. (1976, p,431) note that the rate of 

return on assets is the most commonly accepted measure 

of profitability. As Parket and Eilbirt (1975) have argued 

that a certain "amount" of profit is a necessary precon

dition for corporate involvement in socially responsive 

behaviors, income before securities gains or losses and 

income taxes (IBST) will also be measured. This is a mea

sure of operating income for commercial banks. Reed 

et al, (1976, p,425) note that "gains and losses on se

curities do not appear as items of operating income on the 

income statement as does interest on securities. The rea

son is that gains and losses are considered as not arising 

from normal operations but occuring at irregular intervals, 

resulting from forces not entirely within the control of 

bank management." 

Return on assets is operationally defined as the dol

lar amount of IBST for the year ended 12/31/76 divided by 

the dollar amount of average total assets (12/31/75 -

12/31/76). Net profit is operationally defined as the dol-
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lar amount of IBST for the year ended 12/31/76. 

Managerial Values 

This study will use an adapted version of the instru

ment developed by Behling et al. (1975) to measure the 

managerial values. Behling et al. (1975) have operation

alized and em.pirically tested the value profiles developed 

by Hay and Gray (1974). A 39 item questionnaire, employ

ing a five-point Likert response scale, was developed and 

administered to a sample of 161 middle-managers. The 

completed value survey was next subjected to an item 

analysis by subscale. The result was a set of subscales 

with acceptable reliabilities, low item and total sub-

scale correlations with Social Desirability, and a suf

ficient number of reflected items to offset agreement re

sponse tendencies. The final set of items comprising each 

subscale and their correlations with Social Desirability 

are shown in Appendix A, Appendix B also presents the 

reliabilities, correlations with Social Desirability, and 

intersubscale correlations for the six value area subscales. 

As stated before, the instrument which will be used 

for the purpose of this study will be a slightly modified 

version of the Managerial Value Survey (MVS) of Behling 

et al. An example of the MVS used is found in Appendix C. 

The MVS is a seven point Likert response scale from strong

ly agree (scored 1) to strongly disagree (scored 7). 
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This questionnaire is designed (after adjustment for re

versed items) so that the lower the total score, the more 

the values of the manager are towards the Phase III or 

"quality of life" end of the continuum of values as con

ceptualized by Hay and Gray. Because this would result 

in an inverse relation with the dependent variables, the 

MVS will actually be reverse scored in this study. The 

questionnaire has 17 questions, with a total score range 

of 17 - 119. As an attempt will be made to study the re

lationship between managerial values and organizational 

behaviors, the values of the "management team" or top man

agement will be measured. The total score for each bank 

will be operationally defined as the mean of the total 

scores of top management on the MVS questionnaire. 

Size Relative to Owning Group 

This variable attempts to measure the dependence/in

dependence of a focal bank based on membership in a multi-

bank holding company. In this study, size relative to 

owning group is operationally defined as a bank being 

either a non-member of a bank holding company or a mem

ber of a bank holding company, A non-member bank v/ill be 

scored zero (0); a member bank will be scored (1), 

Regulatory Agencies 

The nature of the charter of the bank (State or Fed-
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eral) will be measured. Organizational Charter is op

erationally defined by the charter of the sample bank. 

Banks chartered by the State will be scored zero (0); 

Federally chartered banks will be scored one (1). 

In this study, the nature of trading the stock of 

a bank will be measured at two levels: Private, which 

means no public transfer of stock; and Over the Counter 

(OTC), which means public exchange of stock, but not 

quoted on an exchange and Exchange, which means public 

exchange of stock, and it is quoted on a regional or na

tional stock exchange. The nature of stock trading is 

operationally defined by the manner in which the stock 

of the sample bank is exchanged (bought or sold). Stock 

that is privately traded will be scored zero (0); stock 

that is traded over-the-counter and stock that is traded 

through a stock exchange will be scored one (1), 

Nature of Stockownership 

In this study, stockholder concentration will be 

measured by the ratio of the largest number of shares 

held by one person/family/firm to the total number of 

shares outstanding. This measure is similar to the one 

employed by Berle and Means (1932) and Larner (1970). 

As the concentration of ownership was conceptualized 

as being inversely proportional to managerial discretion, 

stockholder concentration is operationally defined as 
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one (1) minus (the largest number of shares outstanding 

owned by one individual/family/firm divided by the total 

number of shares outstanding). 

In order to examine the possible relationships be

tween stockholder dispersion and socially responsive be

haviors (Buehler and Shetty, 1976), this study will also 

measure the total number of stockholders as of 12/31/76. 

Competition 

Shepard (1972) has found that the best measure of 

market concentration, or less competition, is market 

share. He concludes that "the primary importance of firm 

market share (tc measure competition) is affirmed, it 

emerges as the main element, independent of the leading 

firm group and entry barriers" (p.34). For commercial 

banks, the Federal Reserve Bank of Chicago (1965, p.16) 

has stated that "one commonly used measure of the poten

tial market power of individual firms is the ratio of the 

size of the firm to the size of the industry in the rel

evant market area. For commercial banking, this concentra

tion ratio is frequently computed in terms of deposits". 

The Federal Reserve Bank of Chicago uses the Standard 

Metropolitan Statistical Area (SMSA), as defined by the 

U.S, Bureau of Census, to define the relevant marketing 

area in metropolitan areas. They note that "while no 

single measure of market area will be accurate for all 



63 

banks or all the services of any one bank, metropolitan 

areas may reasonably be expected to approximate the 

average market area" (1965, p.16). In this study, the 

degree of competition will be measured by the ratio of 

the sample bank's deposits to the total deposits in the 

relevant market area. 

Corporate market share is operationally defined as 

the dollar amount of total deposits of the sample bank 

divided by the dollar amount of total deposits of all 

banks in the market area. The definition of market area 

is the SMSA/county in which the sample bank is located. 

Adelman (1970) notes that a second measure should 

be included to better measure the degree of competition, 

and that is the number of firms. He argues that the more 

firms that exist in the market area, the more potential 

for competition there is. The Federal Reserve Bank of 

Chicago (1967) also notes that the use of the number of 

banks in the relevant market area is an alternate method 

of measuring the potential competitiveness of the market 

area. Number of competitors is operationally defined 

as the total number of banks in the market area. 

Minority Population in the Community 

The minority population in the community is opera

tionally defined as the total black and Hispanic popu

lation in the SMSA/county in v/hich the sample bank is 



64 

located divided by the total population of the SMSA/coun

ty in which the sample bank is located. 

Degree of Local Ownership 

The degree of local ownership is operationally de

fined as the number of shares outstanding owned by res

idents of the SMSA/county in which the sample bank is 

located divided by the total number of shares outstanding. 

Size of the Community 

The size of the community is operationally defined 

as the total population of the SMSA/county in which the 

sample bank is located. 

The Research Sample 

Because of the variances and resultant lack of com-

paribility of measures of size and market concentration 

between industries; and because of the relative difer-

ences in importance of a particular socially responsive 

behavior between industries, the sample is to be drawn 

from a single industry. The commercial banking industry 

was chosen for several reasons. There is evidence that 

socially responsive behaviors vary significantly betv;een 

commercial banks (Council on Economic Priorities, 1972; 

Murray, 1976; Thieblot, 1970). The commercial banking in

dustry is also characterized by "strong centralized man-
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agements" (Murray, 1976, p.6), that allows for relating the 

values of management and the behavior of the organiza

tion. Furthermore, the commercial banking industry al

lows for a reasonable measure of the relevant market area. 

TABLE 9 

NUMBER OF BANKS IN SAMPLE BY SIZE OF DEPOSITS 
AND SIZE OF COMMUNITY 

Community Size 
Deposits in Dollars SMSA SMSA NON 

(millions) (over 500,000) (under 500,000) SMSA 

500 and Over 2 * * 

100 up to 500 2 2 * 

50 up to 100 2 2 2 

25 up to 50 2 2 2 

10 up to 25 2 2 2 

Less Than 10 2 2 2 

* No banks with sufficient deposits exists in these 
communities, 

A stratified random sample of thirty commercial banks 

was selected from the 1977 edition of the Texas Banking 

Red Book. All commercial banks in Texas were stratified 

according to deposits and the size of the community to 

ensure a representative sample. As seen in Table 9, the 

divisions according to deposits are: $500 million and 

over, $100 million up to $500 million, $50 million up to 
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$100 million, $25 million up to $50 million, $10 million 

up to $25 million, and less than $10 million. The divi

sions according to community size are: SMSA with 500,000 

and over population, SMSA with under 500,000 population, 

and non - SMSA community. After all the commercial banks 

in Texas were assigned tc one of the fifteen cells, two 

banks were randomly selected from each cell. A sample 

size of thirty was chosen to provide a sufficient number 

of data points for adequate statistical analysis. Com

mercial banks within the state of Texas were chosen to 

control for wide variations in banking laws between the 

states. The State of Texas does offer a sufficient vari

ety of conditions to allow for a representative measure 

of the independent and dependent variables. 

After selection, a letter was sent to the President 

of each sample bank. Appendix D. His name was taken from 

the Texas Banking Red Book. The purpose of the letter was 

to briefly explain the purpose of the research and to re

quest an appointment for an interview. All thirty selected 

banks agreed to cooperate with the study. 

Both primary and secondary data was collected with 

respect to the banks included in the sample. The primary 

data were collected by personal administration of a re

search instrument by the researcher. Secondary data v;ere 

gathered from the 1977 edition of the Texas Banking Red 

Book, Sheshunoff - Banks of Texas - 1977, and the U.S. 
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Bureau of the Census, County and City Data Book. 

The Research Instrument 

The research instrument is composed of a two part 

questionnaire. As shown in Appendix E, the first part 

of the research instrument consists of a questionnaire 

designed to collect the data necessary for the measure

ment of the independent and dependent variables. To min

imize the inconvenience to the bank President, questions 

were limited to solicit only that information not avail

able from published sources. This part of the research 

instrument was administered to the President, or Chief 

Executive Officer, of the bank after a briefing by the 

researcher. For certain items on the questionnaire, the 

bank officer directly concerned was consulted. 

The second part of the research instrument was the 

Managerial Value Survey (MVS). The MVS was administered 

after completion of the first part of the research in

strument. The MVS was administered to the President, or 

Chief Executive Officer, of the bank and to from one to 

three other senior bank officers. The number varied v;ith 

the size of the bank. To preserve some semblance of ano-

nimity, the researcher was not present when the MVS was 

answered. After completion, all of the MVS questionnaires 

were presented to the researcher by the President or Chief 

Executive Officer. 
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General Propositions 

As this research is concerned with exploring the re

lationships that may exist among the dependent variables, 

and between the independent and dependent variables, 

strictly defined hypotheses will not be tested. However, 

broad general propositions will be formulated to test the 

basic research questions of this study. 

Are the selected socially responsive behaviors, 

measured in this study^ interdependent and additive, or 

are they to be regarded as independent? As previously 

discussed, the Committee for Economic Development (1971), 

Davis and Blomstrom (1975), Steiner (1975), and V/alton 

(1967) would expect that the socially responsive behav

iors are independent. Therefore, the following proposi

tion is formulated: 

Proposition I: There is no significant 
positive association among the selected 
socially responsive behaviors. 

Previous research has related each of the independent 

variables to socially responsive behaviors. This study 

wishes to investigate whether each independent variable 

is related to socially responsive behaviors when the in

tensity of actual behaviors are measured in one industry. 

Employing the same direction of the relationship between 

each independent variable and socially responsive behav

iors as indicated by previous researchers, the following 

propositions are formulated: 
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Proposition II: There is a signif
icant positive association between 
organizational size and socially 
responsive behaviors. 

Proposition III: There is a signif
icant positive association between 
organizational income and socially 
responsive behaviors. 

Proposition IV: There is a signif
icant positive association between 
managerial values and socially 
responsive behaviors. 

Proposition V: There is a signif
icant positive association between 
size relative to the owning group 
and socially responsive behaviors. 

Proposition VI: There is a signif
icant positive association between 
organizational charter and socially 
responsive behaviors. 

Proposition VII: There is a signif
icant positive association between 
the nature of stock trading and so
cially responsive behaviors. 

Proposition VIII: There is a sig
nificant positive association be
tween the nature of stockownership 
and socially responsive behaviors. 

Proposition IX: There is a signif
icant positive association between 
the corporate market share and so
cially responsive behaviors. 

Proposition X: There is a signif
icant positive association between 
the minority population in the com
munity and socially responsive be
haviors . 

Proposition XI: There is a signif
icant positive association between 
the degree of local ownership and 
socially responsive behaviors. 
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Proposition XII: There is a signif
icant negative association between 
the size of the community and so
cially responsive behaviors. 

The final objective of this research is to develop 

a multivariate model of the variable or set of variables 

that "best" explains the variations in each socially re

sponsive behavior. This final objective is not intended 

to test a proposition, but to identify, from multiple in

dependent variables, those which contribute significantly 

to the variations in each socially responsive behavior. 

Analysis of the Data 

As this research wishes to explore the relationships 

that may exist among the selected socially responsive be

haviors and between the independent variables and the se

lected socially responsive behaviors, correlation analysis 

was employed for Propositions I - XII. As the sample was 

randomly selected, of adequate size, with at least inter

val levels of measurement; and because the intensity of 

behavior was being analyzed, Pearson product-moment cor

relation coefficients were calculated. Zero-order correla

tion coefficients were calculated for Propositions II - XII 

in order to be able to compare the results of this study 

with previous research. As most previous studies tend to 

analyze only one independent variable with social respon

sibility, a similar treatment was followed. 

The final objective of this study is to identify the 
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variable or set of variables that "best" explain the vari

ations in each socially responsive behavior. As the in

tent of this research is to explore the relationships 

that may exist between the independent variables and each 

socially responsive behavior, no attempt is being made 

to imply causality or to make predictions. Therefore, 

the identification of the most efficient predictive model 

would not be satisfactory. The identification of the var

iable or set of variables that "best" explain the varia

tions in each socially responsive behavior was done by 

the use of a form of multiple regression. This method 

identifies those independent variables with significant 

partial correlations with the dependent variable. Nie 

et al, (1975, p,332) contend that this procedure measures 

more directly the contribution of each independent vari

able, controlling for the influence of other independent 

variables, to the variations in the dependent variable. 



CHAPTER IV 

RESULTS OF THE STUDY 

This chapter presents the data generated in the field 

portion of the research. The presentation in this chap

ter is!limited to the most relevant results of the sta

tistical analysis of the data. The chapter is divided 

into four general sections. First, certain descriptive 

statistics are presented and a preliminary analysis of 

the data is made. Second, the results of the first re

search quesion, whether the selected socially responsive 

behaviors are interdependent and additive or independent, 

are presented. Third, the results of the second research 

question, whether each independent variable is related 

to socially responsive behaviors. Finally, the variables 

that may "best" explain the variations in each socially 

responsive behavior are presented. 

Preliminary Analysis of the Data 

This section contains a presentation of certain des

criptive statistics and the intercorrelations of all the 

independent variables measured in this study. Also, this 

section contains a discussion of those independent vari

ables that were eliminated from further analysis because 

of their high intercorrelations with other independent 

variables. 
72 
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Means, standard deviations, minimum values, and max

imum values for all the independent variables and socially 

responsive behaviors measured in this study are shown in 

Table 10. Data were collected from each of the thirty sam

ple banks for all of the variables measured. However, 

data from only twenty-seven banks were deemed relevant for 

measuring charitable donations. Three of the sample banks 

did not show a profit, and, since charitable donations is 

measured as a percent of profit, the resultant ratio would 

be irrelevant. 

Table 11 shows the correlation coefficients of all 

the independent variables measured in this study. To 

avoid a duplication of variables, and the problem of multi-

collinearity, certain variables were eliminated from fur

ther analysis because of their high intercorrelations 

with other independent variables. When eliminating, an 

attempt was made to maintain at least one measure of each 

broad category of variables. The correlation coefficients 

for the socially responsive behaviors are presented later 

in this chapter. 

The two measures of organizational size, assets and 

deposits, are highly correlated (r=.99). As previously 

mentioned, Blumberg (1975) notes that financial institu

tions are customarily ranked by the size of assets. Also, 

the bank executives of the sample banks in this study tenci-

ed to use assets when discussing bank size. Therefore, 
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TABLE 10 

MEANS, STANDARD DEVIATIONS, MINIMUM VALUES, AND 
MAXIMUM VALUES FOR ALL VARIABLES 

Mean 
Standard 
Deviation 

Organizational Size 
Assets (0000) $4520.82 $6.15 
Deposits (0000) $3956.52 $6.08 

Organizational Income 
IBST (000) $584,39 $5.68 
Return on Assets 1,06% 1.04% 

Managerial Values 78.67 8.73 

Size Relative to 
Owning Group 

Organizational Charter 

Nature of Stock Trading 

Nature of Stock Ownership 
Concentration of Ownership 
Number of Shareholders 

Competition 
Corporate Market Share 
Number of Banks 

Minority Population in 
the Community 

Degree of Local Ownership 

Size of the Community (000) 

Intensity of Minority Employees 

Intensity of Female Officers 

Loans for Low Income Housing 

Loans to Minority Enterprises 

Charitable Donations 

0,37 

0.50 

0.47 

37.30% 
61.41 

15.53% 
21.84 

24.20% 

59.51% 

00.76 

13.43% 

28.47% 

14.00% 

3.20% 

2.15% 

0.49 

0.51 

0.51 

36.49% 
3.73 

19,37% 
4.44 

13.09% 

41.21% 

150.54 

13.96% 

15.00% 

23.52% 

6.80% 

1.57% 
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TABLE 10 CONTINUED 

Minimum 
Value 

Organizational Size 
Assets (0000) 
Deposits (0000) 

Organizational Income 
IBST (000) 
Return on Assets 

Managerial Values 

Size Relative to 
Owning Group 

Organizational Charter 

Nature of Stock Trading 

Nature of Stock Ownership 
Concentration of Ownership 
Number of Shareholders 

Competition 
Corporate Market Share 
Number of Banks 

Minority Population in 
the Community 

Degree of Local Ownership 

Size of the Community (000) 

Intensity of Minority Employees 

Intensity of Female Officers 

Loans for Low Income Housing 

Loans to Minority Enterprises 

Charitable Donations 

$273.20 
$216.20 

$-298.00 
-2.68% 

64.70 

Maximum 
Value 

$500822.60 
$389502.70 

$57051.00 
3.02% 

99.30 

0.00 

0.00 

0.00 

0.01% 
5,00 

0,02% 
2.00 

8.40% 

0,20% 

3.64 

0,00% 

0,00% 

0,00% 

0.00% 

0.21% 

1,00 

1,00 

1.00 

95.00% 
698,00 

56.85% 
192.00 

55.10% 

100.00% 

1984.98 

50.93% 

60,00% 

97.09% 

29.48% 

5.68% 

For Charitable Donations, n=27; for all other variables, 
n=30. 



TABLE 11 

CORRELATION COEFFICIENTS OF ALL THE INDEPENDENT 
VARIABLES MEASURED IN THIS STUDY 
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Organizational Size 
1. Assets 
2. Deposits 

Organizational Income 
3. IBST 
4. Return on Assets 

5. Managerial Values 

6. Size Relative to 
Owning Group 

7. Organizational Charter 

8. Nature of Stock Trading 

Nature of Stock Ownership 
9. Concentration of Ownership 

10, Number of Shareholders 

Competition 
11, Corporate Market Share 
12, Number of Banks 

13, Minority Population in 
the Community 

14, Degree of Local Ownership 

15, Size of the Community 

99 •!(••»• 

,95** 
.11 

,06 

95** 
13 

06 

.01 

-.13 -.18 

, 28 

. 5 3 * 

. 6 1 * * 

. 36 

.07 

. 29 

.32 

.35 

. 21 

.36 

- . 2 8 

. 5 3 * 

. 6 1 * * 

- . 3 6 
.08 

.30 

. 3 1 

.35 

.21 

,36 

- . 2 2 

. 4 6 * 

, 5 4 * 

- . 3 7 
.05 

.37 

.38 

.27 

.23 

.38 

- . 1 0 

. 0 4 

- . 0 4 

.15 
- . 0 7 

, 4 1 
- , 5 5 * * 

- , 2 3 

,26 

- . 5 6 * * 
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7 8 

5. Managerial Values 

6. Size Relative to 

Owning Group -.01 

7. Organizational Charter -.01 

8. Nature of Stock Trading .12 

.68 ** 

.73** .67** 

Nature of Stock Ownership 
9. Concentration of Ownership .04 -.69** -.63** -.59 

10. Number of Shareholders ,21 -.62** -.40 -.31 
* * 

Competition 
11. Corporate Market Share 
12. Number of Banks 

13. Minority Population in 
the Community 

14. Degree of Local Ownership 

15. Size of the Community 

- . 0 3 
.09 

.39 

.09 

.08 

- . 0 4 
. 2 4 

.06 

- . 6 8 * * 

.29 

.25 

.13 

.30 

- . 2 4 

.20 

. 1 3 

. 3 3 

. 3 3 

- . 2 3 

.35 
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assets was retained as the measure of organizational size, 

and deposits was dropped from further analysis. 

One of the measures of organizational income, income 

before securities gains/losses and taxes (IBST), is highly 

correlated (r=.95) with the measure of organizational size 

This relationship could be expected, as larger banks would 

probably have a larger absolute amount of profit. There

fore, IBST was dropped from further analysis as a measure 

of profit. A relative measure of profit, return on as

sets, was retained as the measure of organizational in

come , 

One of the measures of competition, the number of 

competitors, is highly correlated (r=,95) with the mea

sure of community size. This is not surprising, since 

it would be expected to find more banks in larger cities, 

and fewer banks in smaller cities. Therefore, the mea

sure of the number of competitors was dropped from further 

analysis, and corporate market share was retained as the 

measure of competition. 

A relatively high correlation (r=,69) exists be

tween stockholder concentration and the number of stock

holders, the two measures of the nature of stockownership. 

Since stockholder concentration was operationally defined 

as one (1) minus (the largest number of shares outstanding 

owned by one individual/family/firm divided by the total 

number of shares outstanding), the relationship between 
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stockholder concentration and number of stockholders means 

the less the concentration of ownership the greater the 

number of shareholders. This relationship seems to be 

reasonable. Stockholder concentration has been retained 

as the measure of the nature of stockownership, as Davis 

and Blomstrom (1975) have argued that the less the con

centration of ownership, the more likely the chances that 

a manager will satisfy the demands of other clients. 

Three additional measures are highly intercorrelated. 

Organizational charter is correlated with the nature of 

stock trading (r=.67) and size relative to owning group 

(r=,68). The nature of stock trading is correlated with 

size relative to owning group (r=,73). The sample banks 

tend to fall into two groups. One group is made up of 

banks with a state charter, privately traded stock, and 

non-membership in a bank holding company. The other group 

is made up of banks with a federal charter, publicly 

traded stock, and membership in a bank holding company. 

In other words, for the banks sampled in this study, fed

erally chartered banks tend to be members of a bank holding 

company with publicly held stock. Conversely, state char

tered banks tend to be independent banks with privately 

held stock. To further test the relationship between these 

variables, organizational charter, the nature of stock 

trading and membership in a bank holding company were 

subjected to Kendall rank correlation analysis. As seen 
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in Table 12, the results were highly significant for each 

pair of the variables. 

TABLE 12 

KENDALL RANK CORRELATION COEFFICIENTS BETWEEN 
ORGANIZATIONAL CHARTER, NATURE OF STOCK 

TRADING, AND MEMBERSHIP IN A 
BANK HOLDING COMPANY 

1. Organizational Charter 

2. Nature of Stock Trading .94* 

3. Membership in a Bank Holding Company ,96* .97 

*p <,001 

Due to the high intercorrelations between these three 

variables, and because the nature of stock trading is cor

related with organizational size (r=,61) and organization

al income (r=,54), and because size relative to owning 

group is correlated with organizational size (r=,69) and 

degree of local ownership (r=-.68), only organizational 

charter was included for further analysis. The nature of 

stock trading and size relative to owning group were eli

minated from further analysis. 

The correlation coefficients of the independent vari

ables included in further analysis are shown in Table 13. 
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Association Among Socially Responsive Behaviors 

Proposition I: There is no significant 
positive association among the selected 
socially responsive behaviors. 

This proposition addresses the question of whether 

the selected socially responsive behaviors are interdepend

ent and additive or whether they should be regarded as in

dependent , 

TABLE 14 

CORRELATION COEFFICIENTS OF SELECTED 
SOCIALLY RESPONSIVE BEHAVIORS 

1. Intensity of Minority Employees 

2. Intensity of Female Officers -.28* 

3. Loans for Low Income Housing .05 -.16 

4. Loans to Minority Enterprises .64*** .05 .04 

5. Charitable Donations -.33** .10 .26* ,08 

For Charitable Donations, n=27; for all other variables, 
n=30. 

*p< ,10 (one-tail) 
**p < .05 (one-tail) 
***p < .001 (one tail) 

Table 14 depicts the intercorrelations among the five 

socially responsive behaviors, A significant positive cor

relation is found between intensity of minority employees 

and loans for minority enterprises (r=.64); and between 
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loans for low income housing and charitable donations 

(r=.26). A significant negative correlation is found be

tween intensity of minority employees and intensity of fe

male officers (r=-.28); and between intensity of minority 

employees and charitable donations (r=-.33). The remain

ing six combinations of socially responsive behaviors 

show no significant correlations and appear to be independ

ent of each other. 

Although intensity of minority employees is not in

dependent of intensity of female officers and charitable 

donations, the fact of their being negatively correlated 

would suggest they should be treated independently. If 

combined, they would tend to neutralize each other and 

possibly give misleading results. 

These findings, taken together, tend to suggest that 

socially responsive behaviors are generally not interde

pendent and additive, and should not be regarded as one 

phenomenon. Further implications of these findings will 

be discussed in the next chapter. 

Association Between Independent Variables 
and Socially Responsive Behaviors 

This section presents the results for Propositions 

II-IV, VI, VIII-XII. That is, the relationship of each 

independent variable retained for further analysis (or

ganizational size, organizational income, mana<Terial val

ues, organizational charter, nature of stockownership. 
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corporate market share, minority population in the com

munity, and size of the community) with each socially re

sponsive behavior. Since size relative to owning group 

and the nature of stock trading were dropped from further 

analysis, there are no results for Propositions V and VII, 

Organizational Size and Socially 
Responsive Behaviors 

Proposition II; There is a signif
icant positive association between 
organizational size and socially re
sponsive behaviors. 

The correlation coefficients between organizational 

size and selected socially responsive behaviors (Table 15) 

show a significant positive relationship with intensity of 

minority employees (r=.56), A significant negative rela

tionship is found with intensity of female officers 

(r=-.34) and with charitable donations (r=-.37). No sig

nificant relationship is found with loans for low income 

housing, and loans to minority enterprises. 

This would seem to indicate that the larger the size 

of the bank, the greater the proportion of minority employ

ees. Conversely, it seems to indicate that the larger 

the size of the bank, the smaller the proportion of fe

male officers and the smaller the proportion of charitable 

donations. 
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TABLE 15 

CORRELATION COEFFICIENTS BETWEEN ORGANIZATIONAL SIZE 
AND SELECTED SOCIALLY RESPONSIVE BEHAVIORS 

Intensity of Minority Employees 

Intensity of Female Officers 

Loans for Low Income Housing 

Loans to Minority Enterprises 

Charitable Donations 

Organizational Size 

.56** 

-.34* 

,08 

.09 

-.37* 

For Charitable Donations, n=27; for all other variables, 
n=30. 

*p <.05 (one-tail) 
**p < .001 (one-tail) 

Based on this evidence, the proposition that there is 

a positive relationship between organizational size and 

socially responsive behaviors cannot be generally support

ed , 

Organizational Income and Socially Responsive Behaviors 

Proposition III: There is a signif
icant positive association between 
organizational income and socially 
responsive behaviors. 

Table 16 shows the correlation coefficients between 

organizational income and selected socially responsive be

haviors. Organizational income has a significant positive 
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correlation with intensity of female officers (r=.25), and 

a significant negative correlation with charitable dona

tions (r=-.28). There is no significant correlation with 

intensity of minority employees, loans for low income 

housing, and loans to minority enterprises.' 

TABLE 16 

CORRELATION COEFFICIENTS BETWEEN ORGANIZATIONAL INCOME 
AND SELECTED SOCIALLY RESPONSIVE BEHAVIORS 

Organizational Income 

Intensity of Minority Employees .05 

Intensity of Female Officers ,25* 

Loans for Low Income Housing -.08 

Loans to Minority Enterprises .09 

Charitable Donations -.28* 

For Charitable Donations, n=27; for all other variables, 
n=30. 

*p < ,10 (one-tail) 

This would seem to indicate that the larger the return 

on average assets, the greater the proportion of female of

ficers. It also seems to indicate that the larger the re

turn on average assets, the smaller the proportion of 

charitable donations. 

Based on this evidence, the proposition that there is 
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a positive relationship between organizational income and 

socially responsive behaviors cannot be generally sup

ported. 

Managerial Values and Socially Responsive Behaviors 

Proposition IV; There is a signif
icant positive association between 
managerial values and socially re
sponsive behaviors. 

Table 17 shows the correlation coefficients between 

managerial values and selected socially responsive behav

iors. Managerial values have a significant positive cor-

TABLE 17 

CORRELATION COEFFICIENTS BETWEEN MANAGERIAL VALUES 
AND SELECTED SOCIALLY RESPONSIVE BEHAVIORS 

Managerial Values 

Intensity of Minority Employees 

Intensity of Female Officers 

Loans for Low Income Housing 

Loans to Minority Enterprises 

Charitable Donations 

.37 

-.27 

-.05 

,21 

-.21 

* * 

For Charitable Donations, n=27; for all other variables, 
n=30. 

*p < ,10 (one-tail) 
**p < ,05 (one-tail) 

relation with intensity of minority employees (r=.37), 
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and a significant negative correlation with intensity of 

female officers (r=-,27). There is no significant correla

tion with loans for low income housing, loans to minority 

enterprises, and charitable -donations. 

This would seem to indicate that the more "liberal" 

the values of an organization's top management are, the 

greater the proportion of minority employees. Also, it 

seems to indicate that the more "conservative" the values 

of an organization's top management are, the greater the 

proportion of female officers. 

Based on this evidence, the proposition that there 

is a positive relationship between managerial values and 

socially responsive behaviors cannot be generally sup

ported. 

Organizational Charter and Socially Responsive Behaviors 

Proposition VI: There is a signif
icant positive association between 
organizational charter and socially 
responsive behaviors. 

Table 18 shows the correlation coefficients between 

organizational charter and selected socially responsive 

behaviors. Organizational charter has a significant 

positive correlation with intensity of minority employees 

(r=,47). It also has a significant negative correlation 

with intensity of female officers (r=-,59), and charitable 

donations (r=-.30). There is no significant correlation 

with loans for low income housing and loans to minority 
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employees. 

TABLE 18 

CORRELATION COEFFICIENTS BETWEEN ORGANIZATIONAL 
CHARTER AND SELECTED SOCIALLY 

RESPONSIVE BEHAVIORS 

Organizational Charter 

Intensity of Minority Employees .47** 

Intensity of Female Officers -.59*** 

Loans for Low Income Housing .19 

Loans to Minority Employees .14 

Charitable Donations -.30* 

For Charitable Donations, n=27; for all other variables, 
n=30. 

*p < ,10 (one-tail) 

**p < .01 (one-tail) 

***p <.001 (one-tail) 

This would seem to indicate that federally chartered 

banks have a higher proportion of minority employees. It 

would also seem to indicate that state chartered banks 

have a higher proportion of female officers and contribute 

a higher proportion of net income to charity. 

Based on this evidence, the proposition that there 

is a positive relationship between organizational charter 

and socially responsive behaviors cannot be generally 

supported. 
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The Nature of Stockownership and Socially 
Responsive Behaviors 

Proposition VIII: There is a signif
icant positive association between 
the nature of stockownership and 
socially responsive behaviors. 

Table 19 shows the correlation coefficients between 

the nature of stockownership and selected socially respon

sive behaviors. The nature of stockownership has a signif

icant positive correlation with intensity of female of

ficers (r=.51), and charitable donations (r=.28). It also 

has a significant negative correlation with intensity of 

minority employees (r=-.26). There is no significant cor

relation with loans for low income housing and loans to 

minority enterprises. 

TABLE 19 

CORRELATION COEFFICIENTS BETWEEN THE NATURE OF 
STOCKOWNERSHIP AND SELECTED SOCIALLY 

RESPONSIVE BEHAVIORS 

Nature of Stockownership 

Intensity of Minority Employees -.26* 

Intensity of Female Officers .51** 

Loans for Low Income Housing .06 

Loans to Minority Enterprises .05 

Charitable Donations .28* 

For Charitable Donations, n=27; for all other variables, 
n=30. 

*p <.10 (one-tail) 
**p < .01 (one-tail) 



92 

As the nature of stockownership was operationally 

defined as one(l) minus (the largest number of shares 

outstanding owned by one individual/family/firm divided by 

the total number of shares), the results should be inter

preted as inversely related to the concentration of own

ership. This would seem to indicate that the less the 

concentration of ownership, the greater the proportion 

of female officers and the greater the proportion of char

itable donations. It also seems to indicate that the 

greater the concentration of ownership the greater the 

proportion of minority employees. 

Based on this evidence, the proposition that there 

is a positive relationship between the nature of stock-

ownership and socially responsive behaviors cannot be 

generally supported. 

Corporate Market Share and Socially Responsive Behaviors 

Proposition IX: There is a signif
icant positive association between 
the corporate market share and so
cially responsive behaviors. 

Table 20 shows the correlation coefficients between 

corporate market share and selected socially responsive 

behaviors. Corporate market share has a significant 

positive correlation with intensity of minority employees 

(r=.31). It also has a significant negative correlation 

with charitable donations (r=-,45). There is no signif

icant correlation with intensity of female officers, loans 
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for low income housing, and loans to minority enterprises. 

TABLE 20 

CORRELATION COEFFICIENTS BETWEEN CORPORATE MARKET SHARE 
AND SELECTED SOCIALLY RESPONSIVE BEHAVIORS 

Corporate Market Share 

Intensity of Minority Employees 

Intensity of Female Officers 

Loans for Low Income Housing 

Loans to Minority Enterprises 

Charitable Donations 

.31* 

.06 

-,21 

,24 

-.45** 

For Charitable Donations, n=27; for all other variables, 
n=30. 

*p <.05 (one-tail) 
**p <.01 (one-tail) 

This would seem to indicate that the larger the cor

porate market share, the greater the proportion of minor

ity employees. It would also seem to indicate that the 

greater the corporate market share, the smaller the pro

portion of charitable donations. 

Based on this evidence, the proposition that there 

is a positive relationship between corporate market share 

and socially responsive behaviors cannot be generally sup 

ported. 
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Minority Population in the Community and Sociallv 
Responsive Behaviors 

Proposition X: There is a signif
icant positive association between 
the minority population in the com
munity and socially responsive be
haviors. 

Table 21 shows the correlation coefficients between 

the minority population in the community and selected so

cially responsive behaviors. The minority population in 

the community has a significant positive correlation with 

intensity of minority employees (r=,80) and loans to minor

ity enterprises (r=.73). There is no significant correla

tion with intensity of female officers, loans for low in

come housing, and charitable donations. 

TABLE 21 

CORRELATION COEFFICIENTS BETWEEN THE MINORITY POPULATION 
IN THE COMMUNITY AND SELECTED SOCIALLY 

RESPONSIVE BEHAVIORS 

Minority Population 
in the Community 

Intensity of Minority Employees ,80-

Intensity of Female Officers -,10 

Loans for Low Income Housing .09 

Loans to Minority Enterprises .73-

Charitable Donations -.08 

For Charitable Donations, n=27; for all other variables, 
n=30. 

*p ( .001 (one-tail) 
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This would seem to indicate that the larger the minor

ity population in the community, the greater the proportion 

of minority employees and the greater the proportion of 

loans to minority enterprises. 

Based on this evidence, the proposition that there 

is a positive relationship between the minority popula

tion in the community and socially responsive behaviors 

cannot be generally supported. However, the evidence 

does show a strong relationship between the minority pop

ulation in the community and those socially responsive 

behaviors dealing directly with minorities, intensity of 

minority employees and loans to minority enterprises. 

Degree of Local Ownership and Socially 
Responsive Behaviors 

Proposition XI: There is a signif
icant positive association between 
the degree of local ownership and 
socially responsive behaviors. 

Table 22 shows the correlation coefficients between 

the degree of local ownership and selected socially re

sponsive behaviors. The degree of local ownership has a 

significant positive correlation with loans for low in

come housing (r=.29). There is no significant correla

tion with intensity of minority employees, intensity of 

female officers, loans to minority enterprises, and chari

table donations. 

This would seem to indicate that the larger the degree 
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TABLE 22 

CORRELATION COEFFICIENTS BETWEEN THE DEGREE OF 
LOCAL OWNERSHIP AND SELECTED SOCIALLY 

RESPONSIVE BEHAVIORS 

Degree of 
Local Ownership 

Intensity of Minority Employees -,01 

Intensity of Female Officers .23 

Loans for Low Income Housing .29* 

Loans to Minority Enterprises ,17 

Charitable Donations -.08 

For Charitable Donations, n=27; for all other variables, 
n=30. 

*p< ,10 (one-tail) 

of local ownership, the greater the proportion of loans 

for low income housing. 

Based on this evidence, the proposition that there 

is a positive relationship between the degree of local 

ownership and socially responsive behaviors cannot be gen

erally supported. 

Size of the Community and Socially Responsive Behaviors 

Proposition XII: There is a signif
icant negative association between 
the size of the community and so
cially responsive behaviors. 

Table 23 shows the correlation coefficients between 

the size of the community and selected socially responsive 
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TABLE 23 

CORRELATION COEFFICIENTS BETWEEN THE SIZE OF THE COMMUNITY 
AND SELECTED SOCIALLY RESPONSIVE BEHAVIORS 

Size of the Community 

Intensity of Minority Employees .14 

Intensity of Female Officers -.33* 

Loans for Low Income Housing .23 

Loans to Minority Enterprises -.09 

Charitable Donations .11 

For Charitable Donations, n=27; for all other variables, 
n=30. 

*p ̂ .05 (one-tail) 

behaviors. The size of the community has a significant 

negative correlation with intensity of female officers 

(r=-.33). There is no significant correlation with in

tensity of minority employees, loans for low income hous

ing, loans to minority enterprises, and charitable dona

tions. 

This would seem to indicate that the smaller the 

city the larger the proportion of female officers. 

Based on this evidence, the proposition that there 

is a negative relationship between the size of the com

munity and socially responsive behaviors cannot be gen

erally supported. 
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Identification of the Variable or Variables 
That Best Explain the Variations in Each 

Socially Responsive Behavior 

The final objective of this study is to identify the 

variable or set of variables that "best" explain the vari

ations in each socially responsive behavior. As no at

tempt is being made to imply causality, or to make pre

dictions, the procedure presented by Nie et al. (1975) 

is employed to measure more directly the contribution of 

each independent variable to the variation of the depend

ent variable. This procedure consists in identifying 

those variables with a significant partial correlation 

with each socially responsive behavior. 

Intensity of Minority Employees 

As seen in Table 24, there are four variables with 

significant partial correlations with intensity of minor

ity employees. The minority population in the community 

is the variable that is most associated with the proportion 

of minority employees (partial r=.83). Organizational in

come (partial r=.43), nature of stockownership (partial 

r=-.35), and organizational size (partial r=-.32) also 

make a significant contribution in explaining the vari

ation in the proportion of minority employees in Texas 

banks, 

This would seem to indicate that a Texas bank that 

is in a community with a higher proportion of minorities, 
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TABLE 24 

VARIABLES WITH SIGNIFICANT PARTIAL CORRELATION 
COEFFICIENTS WITH INTENSITY OF 

MINORITY EMPLOYEES 

Intensity of 
Minority Employees 

Minority population in the Community .83*** 

Organizational Income .43** 

Nature of Stock Ownership -.35* 

Organizational Size .32* 

n=30 

*p < .10 (one-tail) 
**p< .05 (one-tail) 
***p < .001 (one-tail) 

has a greater return on assets, has a lower concentration 

of ownership, and has a larger amount of assets, employs 

a higher proportion of minorities. 

Intensity of Female Officers, 

Table 25 shows the two variables with significant 

partial correlations with the intensity of female of

ficers. Organizational charter (partial r=-.52) and man

agerial values (partial r=-,42) seem to best explain the 

variation in the proportion of female officers found in 

Texas banks. 

This would seem to indicate that a Texas bank that 
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has a state charter, and whose top management has more 

"traditional" values, has a greater proportion of female 

officers. 

TABLE 25 

VARIABLES WITH SIGNIFICANT PARTIAL CORRELATION 
COEFFICIENTS WITH INTENSITY 

OF FEMALE OFFICERS 

Intensity of 
Female Officers 

Organizational Charter -.52** 

Managerial Values * -.42* 

n=30 

*p <.05 (one-tail) 
**p < .01 (one-tail) 

Loans for Low Income Housing 

As seen in Table 26, there are two variables with 

significant partial correlations with loans for low in

come housing. Degree of local ownership (partial r=.41) 

and organizational charter (partial r=,36) seem to best 

explain the variation in the proportion of loans for low 

income housing of Texas banks. 

This would seem to indicate that a Texas bank that 

has a greater proportion of local ownership, and has a 

federal charter, has a greater proportion of low income 

housing loans. 
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TABLE 26 

VARIABLES WITH SIGNIFICANT PARTIAL CORRELATION 
COEFFICIENTS WITH LOANS FOR 

LOW INCOME HOUSING 

Degree of Local Ownership 

Organizational Charter 

n=30 

*p < .05 (one-tail) 

Loans for 
Low Income Housing 

.42 

.36' 

Loans to Minority Enterprises 

Table 27 shows the four variables with significant 

partial correlations with loans to minority enterprises. 

The minority population in the community is the variable 

that is most associated with the proportion of loans to 

minority enterprises of Texas banks (partial r=,81). Na

ture of stockownership (partial r=-.37), organizational 

income (partial r=.35), and organizational size (partial 

r=-,34) also make a significant contribution in explain

ing the variation in the proportion of loans to minority 

enterprises of Texas banks. 

This would seem to indicate that a Texas bank that 

is in a community with a higher proportion of minorities, 

has a lower concentration of ownership, has a greater re

turn on assets and is smaller in size, makes a higher 

proportion of its commercial loans to minorities. 
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TABLE 27 

VARIABLES WITH SIGNIFICANT PARTIAL CORRELATION 
COEFFICIENTS WITH LOANS TO 

MINORITY ENTERPRISES 

Loans for 
Minority Enterprises 

Minority Population in the Community .81*** 

Nature of Stockownership -.37** 

Organizational Income ,35* 

Organizational Size -.34* 

n=:30 

*p <,10 (one-tail) 
**p < .05 (one-tail) 

***p <.001 (one-tail) 

Charitable Donations 

No variable was found to have a significant partial 

correlation with charitable donations. 

This would seem to indicate that when controlling 

for intercorrelation among the various independent vari-

iables, none of the variables included in this study 

"best" explains the variation in charitable donations 

found in Texas banks. The multiple correlation coef

ficient of the nine variables of this study with chari

table donations is not significant (R=,64; F=1.30 (p> ,30); 

df=9/17), 



CHAPTER V 

DISCUSSION 

This chapter will attempt to interpret the more sig

nificant findings of this study. The results will be com

pared and contrasted to previous research findings. Also, 

tentative conclusions will be drawn as to the explanation 

of the results. 

The order of discussion will be similar to Chapter IV, 

First, a discussion of the question of whether the selected 

socially responsive behaviors are independent or interde

pendent will be presented. Second, the relationship of 

each independent variable with socially responsive behav

iors will be discussed. Finally, a discussion of the vari

ables that may "best" explain the variation in each social

ly responsive behavior will be presented. 

Association Among Socially Responsive Behaviors 

As presented in Table 14, a significant positive cor

relation exists between intensity of minority employees 

and loans tc minority enterprises (r=.64), and between 

loans for low income housing and charitable donations 

(r=,26). The apparent lack of a positive association 

among most of the socially responsive behaviors measured 

in this study, tends to confirm the general proposition 

that they should be treated as independent. 

103 
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These results tend to confirm the Committee for Ec

onomic Development (1971), Davis and Blomstrom (1975), 

Steiner (1975), and Walton (1967), who contend that so

cially responsive behaviors are independent. 

The high correlation between intensity of minority 

employees and loans to minority enterprises (r=.64) may 

be due to the fact that both the issues deal with minori

ties. However, this may not mean that banks hiring a 

larger proportion of minorities also tend to promote minor

ity enterprises. The evidence indicates that larger banks 

tend to employ a larger proportion of minorities (partial 

r=.32. Table 24) and smaller banks tend to make a higher 

proportion of loans to minority enterprises (partial r=-.34. 

Table 27). Therefore, even the two behaviors that are 

highly associated, intensity of minority employees and 

loans to minority enterprises, do not have the same set 

of variables that may "best" explain the variations in 

socially responsive behaviors found in the sample of Texas 

banks, 

These findings indicate that the use of a methodology 

that measures social responsibility as one variable, or a 

combination of different socially responsive activities, 

may give results that are misleading. Several studies, 

including Bowman and Haire (1975), Eilbirt and Parket 

(1973), Gomolka (1975), and Parket and Eilbirt (1975), 

have employed the methodology of perceiving social re-
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sponsibility as a single phenomenon. 

If these activities are not interdependent, and even 

have inverse relationships, then a combined measure could 

give confounding results, A variable that is positively 

related to one socially responsive activity and negative

ly related to another, could show no relationship with a 

combined measure of the two activities. Also, a variable 

that is positively related to one socially responsive 

activity and not related to another activity, could show 

a positive relationship with a combined measure of the 

two activities. For example, organizational size is 

positively correlated with intensity of minority employees 

(r=,56. Table 15) and negatively correlated with intensity 

of female officers (r=-.34. Table 15). A combined measure 

of intensity of minority employees and intensity of fe

male officeis may have no significant correlation with 

organizational size. On the other hand, the degree of 

local ownership is positively correlated v/ith loans for 

low income housing (r=.29. Table 22) and has no signifi

cant correlation with loans to minority enterprises. A 

combined measure of loans for low income housing and 

loans to minority enterprises may have a significant pos

itive correlation with the degree of local ownership. In 

both examples, the conclusions drawn from using a combined 

measure of socially responsive behaviors would be mislead

ing. 
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These findings would question, for the banking in

dustry, the wisdom of combining employment practices or 

loan practices as one social issue. Furthermore, these 

findings take on additional significance when consider

ing the fact that the data for this study was collected 

from one industry, commercial banks, and only relevant 

socially responsive behaviors, important to that industry, 

were chosen. If these behaviors do not show interdepend

ence or additive properties in one industry, considering 

them as one phenomenon in a cross section of industries 

may be suspect. 

Since the results of this study are only from the 

commercial banking industry in Texas, no overall general

ization can be made to other industries. It would seem, 

however, that before further research is attempted to 

find "why some firms appear to be more active (in social 

responsibility activities) than others" (Parket and Eilbirt, 

1975, p.6), more research needs to be done in identifying 

the relationships among socially responsive behaviors in 

other industries. This suggested research must not only 

measure the mere involvement in various socially respon

sive activities, but also the intensity of involvement. 

As the Committee for Economic Development (1971), Davis 

and Blomstrom (1975), Steiner (1975), and Walton (1967) 

note, and this study tentatively confirms, each socially 

responsive behavior must be treated as an independent 
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dimension of the broader issue of the social responsibility 

of business. 

Association Between Independent Variables and 
Socially Responsive Behaviors 

This section will consider the implications of the 

nine propositions dealing with the relationship of the 

various environmental variables measured in this study 

and socially responsive behaviors. The independent vari

ables that will be discussed are organizational size, or

ganizational income, managerial values, organizational 

charter, the nature of stockownership, corporate market 

share, minority population in the community, the degree 

of local ownership, and the size of the community. 

Organizational Size and Socially Responsive Behaviors 

As shown in Table 15, organizational size is positive

ly associated with only one socially responsive behavior, 

intensity of minority employees (r=.56). It also seems to 

be negatively associated with intensity of female officers 

(r=-.34) and charitable donations (r=-.37). 

As mentioned, this study has found a significant 

positive association between organizational size and the 

intensity of minority employees (r=.56). This indicates 

that the larger the bank the larger the proportion of mi

norities employed by the bank. As expected, the positive 

relationship between organizational size and intensity 
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of minority employees supports the proposition of Davis 

and Blomstrom (1975, p,104) that larger firms will be 

more responsive because of their increased visibility. 

It could also be argued that larger banks are generally 

located in larger cities where there may be a larger sup

ply of better qualified minorities. 

It could be suggested, on the other hand, that the 

reason may be found in the Civil Rights Act of 1964, and 

its enforcement by the Equal Employment Opportunity Com

mission (EEOC). As discussed in Chapter I, the Committee 

for Economic Development (1971), Davis and Blomstrom 

(1975), Steiner (1975), and Walton (1967) conceptualize 

socially responsive behaviors as those that are required 

by law at one extreme of a continuum to those that are 

purely voluntary at the other extreme. In this study, 

intensity of minority employees is perceived as being on 

the "required by law" side of the continuum. 

All banks with one hundred or more employees, and all 

banks with fifty or more employees who have any dealings 

with federal funds, must supply regular reports to the 

EEOC (U.S. Equal Employment Opportunity Commission, 1974). 

Therefore, it could be proposed that those banks whose 

hiring practices are subject to regulation by the EEOC 

would have a higher proportion of minority employees. 

A simple one-way analysis of variance tends to confirm 

this proposition (Table 28). A significant difference 
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was found between banks with less than fifty employees 

and banks with from fifty to ninety-nine employees 

(F=20.35, p=.0001). A significant difference was also 

found between banks with less than fifty employees and 

banks with one hundred or more employees (F=13.32, 

p=.0003). No significant difference was found between 

banks with from fifty to ninety-nine employees and banks 

with one hundred or more employees (F=l,53, p=,5901). 

This evidence tends to support the proposition that banks 

whose hiring practices are subject to regulation have a 

higher proportion of minority employees. 

TABLE 28 

ANALYSIS OF VARIANCE BETWEEN THE PROPORTION OF MINORITIES 
EMPLOYED BY BANKS WITH LESS THAN FIFTY EMPLOYEES, 

FROM FIFTY TO NINETY-NINE EMPLOYEES, AND 
ONE HUNDRED OR MORE EMPLOYEES 

Number of Employees df 
SIGNIFICANCE 

LEVEL 

I Less Than 50 
From 50 to 99 

II Less Than 50 
100 or More 

III From 50 to 99 
100 or More 

20.35 

13.32 

1.53 

1/18 

1/20 

1/16 

.0001 

.0003 

.5901 

A significant negative association v/as found be

tween organizational size and intensity of female officers 
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(r=-.34). This indicates that smaller banks tend to em

ploy a larger proportion of female officers. 

Surprisingly, this finding does not support the con

ceptual link between organizational size and social respon

sibility. As discussed above, Davis and Blomstrom (1975) 

would expect a positive relationship between size and the 

proportion of female officers because of the increased 

visibility of the larger organizations. For banks in 

Texas, it seems that the larger banks tend to employ a 

smaller proportion of female officers. 

The final socially responsive behavior with a sig

nificant negative relationship with organizational size 

is charitable donations (r=-.37). This means that smal

ler banks tend to contribute a greater proportion of net 

income to charity. This finding is consistent with the 

findings of previous research (Council on Financial Aid 

to Education, 1972). Sturdivant (1977, p,463) notes that 

"studies of corporate giving show that larger corporations 

consistently give less than small companies, on any scale 

of measurement including percentage of net income, dollars 

per employee, or percentage of assets". 

In the literature, the size of the organization is 

consistently mentioned as having a positive relation

ship with socially responsive behavior. As was discussed 

in Chapter II, the relationship between size and behav

ior is normally explained by the increased visibility and 
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increased resources of the larger firms (Blumberg, 1975, 

p,58; Buehler and Shetty, 1976, p,72; Davis and Blomstrom, 

1975, p.104; Eilbirt and Parket, 1973, p.ll). The studies 

most often cited to support this conceptual link, Eilbirt 

and Parket (1973) and Gomolka (1975), do show a positive 

relationship between size and socially responsive behavior, 

The apparent disagreement between the literature and 

the results found in this study may be explained by the 

methodologies used. In the conceptual development of this 

study, issue was taken with the common practice of measur

ing only the involvement or non-involvement in socially 

responsive activities. The actual intensity of behav

iors was not measured. The studies of Eilbirt and Parket 

(1973) and Gomolka (1975) related organizational size to 

the total number of activities the firms were involved in. 

It may be that larger organizations are involved in more 

activities than smaller organizations, yet the degree of 

involvement and the level of commitment in any one activ

ity may be relatively insignificant. To further test this 

proposition, the methodology used by Eilbirt and Parket 

(1973) and Gomolka (1975) was applied to the sample in 

this study. The thirty Texas banks were first ranked 

according to size. Each bank was then assigned a score, 

corresponding to the number of socially responsive behav-

iors in which it was involved. Since this study measured 

five socially responsive behaviors, the score for each 
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bank ranged from zero (not involved in any of the socially 

responsive behaviors) to five (involved in all of the so

cially responsive behaviors). A Kendall rank correlation 

analysis was made between the rankings of size and the 

involvement score. A highly significant Kendall correla

tion coefficient of .55 (p<.001) v;as found. It would 

seem that the findings of this study, related to organ

izational size and socially responsive behaviors, are 

not inconsistent with much of the literature, if the meth

odology of previous studies is employed. However, as dif

ferent results were found when intensity of involvement 

was measured, it does question whether the use of the 

methodology of Eilbirt and Parket (1973) and Gomolka 

(1975) properly measures the relationship between organ

izational size and socially responsive behaviors. 

Organizational Income and Socially Responsive Behaviors 

As presented in Table 16, organizational income seems 

to be positively associated with intensity of female of

ficers (r=.25). It also seems to be negatively associated 

with charitable donations (r=-,28). 

As previously mentioned in Chapter IV, only one of 

the two original measures of organizational income has 

been retained for further analysis. Because of the high 

correlation found between income before securities gains 

or losses and income taxes (IBST) and organizational size 
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(r=.95. Table 11), IBST was eliminated from further anal

ysis. The retained measure, return on assets, is the 

measure of organizational income. 

The positive relationship between organizational in

come and intensity of female officers means that banks, 

in Texas, that have a greater return on assets tend to 

employ a greater proportion of female officers. This 

seems to support the studies of Bowman and Haire (1975) 

and Parket and Eilbirt (1975), who found a positive re

lationship between return on assets and social responsi

bility. 

The negative relationship between organizational in

come and charitable donations means that banks, in Texas, 

with a greater return on assets tend to donate a smaller 

proportion of income to charity. This finding does not 

seem to support the studies of Bowman and Haire (1975) 

and Parket and Eilbirt (1975). 

The literature tends to give strong emphasis to the 

positive relationship between profit and corporate so

cial responsibility (Parket and Eilbirt, 1975; Elkins, 

1977; Steiner, 1975), Surveys of corporate executives 

tend to confirm this conceptual relationship between prof

it and corporate social responsibility (Holmes, 1976; 

Louis, 1969). At least two empirical research studies 

have also tended to confirm a positive relationship be

tween profit and socially responsive behavior (Bowman 
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and Haire, 1975; Parket and Eilbirt, 1975). 

Although there appears to be a discrepancy between 

the findings of this study and the previously mentioned 

literature, the difference may only be methodological. 

The literature speaks of "profit", but does not define it 

more precisely, Parket and Eilbirt (1975) found the great

est positive association with an absolute measure of prof

it, net income. However, if net income is used, the ques

tion arises as to whether profit or size is being measured. 

For Texas banks it appears that the measure of net income, 

IBST, is more a measure of organizational size than one 

of profit. 

As to the use of a relative measure of profit, return 

on assets, at least three studies have been done (Bov/man 

and Haire, 1975; Buehler and Shetty, 1976; Parket and 

Eilbirt, 1975). Buehler and Shetty (1976) found no sig

nificant relationship between profit and degree of in

volvement in social action programs. This present study 

tends to confirm the results,of Buehler and Shetty, as a 

positive relationship was found only between return on 

assets and intensity of female employees. Bowman and 

Haire (1975), using return on equity as the measure of 

profit, found a positive relationship between profit and 

socially responsive behavior. Bowman and Haire studied 

the food processing industry, which may have a different 

set of relevant socially responsive behaviors than the 
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banking industry. Their study also measured social re

sponsibility by noting the proportion of lines in the an

nual report of each firm devoted to some aspect of social 

responsibility. This may be more a measure of perception 

of behavior than actual behavior. Therefore, because 

Bowman and Haire studied a possibly different set of is

sues, and measured behavior indirectly, their results 

may differ from those of the present study. Parket and 

Eilbirt (1975) found a positive relationship between re

turn on equity and involvement in socially responsive be

haviors. The sample in their study was drawn from across 

many industries. This fact may have confounded the re

sults of their study, as different industries may have 

different sets of relevant socially responsive issues. 

Also, relative measures of profitability vary across in

dustries . 

In summary, the findings of this study generally do 

not support the proposition that a relative measure of 

profit, return on assets, has a significant positive re

lationship with the intensity of involvement in socially 

responsive behaviors. 

Managerial Values and Socially Responsive Behaviors 

As shown in Table 17, managerial values are positive

ly associated with the intensity of minority employees 

(r=.37) and negatively associated with the intensity of 
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female officers (r=-.27). 

According to the conceptualization of Hay and Gray 

(1974), a higher score on the Managerial Value Survey 

relates to a more "liberal" or "enlightened" set of val

ues, and a lower score relates to a more "conservative" 

or "traditional" set of values. Therefore, Hay and Gray 

would predict a positive relationship between managerial 

values and the employment of minorities. The positive re

lationship found in this study between managerial values 

and the employment of minorities, indicating that man

agers with more "liberal" values tend to employ an in

creasing proportion of minorities, appears to be consist

ent with the conceptualization of Hay and Gray. On the 

other hand, Hay and Gray would not have predicted the 

negative relationship between managerial values and the 

proportion of female officers employed in Texas banks. 

This finding indicates that managers with more "tradition

al" values tend to employ an increasing proportion of 

female officers. Based on the conceptualization of Hay 

and Gray, no logical explanation can be given as to why 

managers v;ith a more "conservative" or "traditional" set 

of values tend to employ a greater proportion of female 

officers. However, this will be further discussed later 

in this chapter. 

As discussed in Chapter II, several authors propose 

a conceptual link between managerial values and socially 
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responsible behavior (Elbing, 1970; Davis and Blomstrom, 

1975; Richman, 1973; Van Over and Barone, 1975). Never

theless, this researcher is not aware of any empirical 

studies that have attempted to link managerial values and 

socially responsive behavior. Barring methodological 

weaknesses in the operationalization of managerial values, 

the results of this study provide very limited support 

for the proposition that managers with more "liberal" or 

"enlightened" values tend to engage more intensely in so

cially responsive behavior. 

Further research is needed to study the relationship 

between managerial values and socially responsive behav

ior. This research should especially attempt to test 

the Managerial Value Survey in industries other than 

banking, and with other socially responsive behaviors. 

Organizational Charter and Socially Responsive Behaviors 

A.s presented in Table 18, a positive relationship 

exists between organizational charter and the intensity 

of minority employees (r=.47). A negative relationship 

exists between organizational charter and intensity of 

female officers (r=-.59), and charitable donations (r=-.30) 

The positive relationship between organizational 

charter and intensity of minority em.ployees (r=,47) means 

that a federally chartered bank, in Texas, tends to employ 

a larger proportion of minorities. This relationGhip 
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would be expected, as federally chartered banks would have 

more federal regulation. 

Previous analysis (Table 12) found that organization

al charter has Kendall rank-order correlation coefficients 

of .94 with the nature of stock trading, and .96 with mem

bership in a bank holding company. The conclusion of 

that analysis was that banks in Texas tend to belong to 

one of two groups: a federally chartered, publicly held, 

member of a bank holding company; or a state chartered, 

privately held, independent bank. Federal banks tend to 

have more federal regulation. Publicly held banks are 

more open to public scrutiny and pressure due to the pub

lication and circulation of their financial statements. 

The management of a member of a bank holding company would 

seem to be less likely to allow conflict with outside 

pressure than the management of an independent bank. As 

the manager of a bank holding company member bank is an 

employee of a larger organization, he would seem to be 

in a weaker position than the manager of an independent 

bank, who is normally a part of the ownership and in

fluences overall policy. It would be no surprise, there

fore, to find that a federally chartered, publicly held, 

member of a bank holding company tends to employ a larger 

proportion of minorities. 

The negative relationship between organizational char

ter and intensity of female officers (r=-.59) means that 
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a state chartered bank, in Texas, tends to employ a great

er proportion of female officers. This finding is sur

prising, and no ready explanation can be given other than 

it appears that, in Texas banks, state chartered banks 

tend to employ a higher proportion of female officers than 

federally chartered banks. However, this will be further 

discussed later in this chapter. 

The negative relationship between organizational char

ter and charitable donations (r=-,30) means that a state 

chartered bank, in Texas, tends to donate a larger porpor-

tion of net income to charity. A possible explanation 

for this may be the relationship between organizational 

charter and organizational size (r=,53. Table 13). This 

means that state banks tend to be smaller in size. It 

has been shown that there is a negative relationship be

tween organizational size and charitable donations 

(r=-.37. Table 15), and that this negative relationship 

is consistent with previous studies (Council on Financial 

Aid to Education, 1972; Sturdivant, 1977). Therefore, 

the negative relationship that exists between organ

izational charter and charitable donations may be due 

to the fact that state banks tend to be smaller in size. 

Although a positive relationship exists between or

ganizational charter and intensity of minority employees, 

the findings of this study do not support the proposition 

that there is a positive association between organization-
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al charter and socially responsive behaviors. 

The Nature of Stockownership and Socially 
Responsive Behaviors 

As presented in Table 19, the nature of stock-

ownership is positively associated with the intensity of 

female officers (r=.51) and with charitable donations 

(r=,28). The nature of stockownership is negatively as

sociated with the intensity of minority employees (r=-.28). 

The nature of stockownership is a measure of manage

rial discretion, or lack of concentration of ownership. 

However, due to the peculiarities of the Texas banking 

industry, those banks that were measured as having a low 

degree of managerial discretion may actually have a higher 

degree than those measured as having a high degree of man

agerial discretion. In Texas, member banks of a bank 

holding company are legally independent corporations. As 

the nature of stockownership was operationalized as one 

(1) minus (the largest number of shares outstanding owned 

by one individual/family/firm, divided by the total num

ber of shares outstanding), members of a bank holding com

pany would show a low degree of managerial discretion as 

virtually all of the shares would be owned by the parent 

corporation. Since the parent bank holding companies are 

large, publicly owned corporations, with a large number 

of shareholders, this may mean that a proper interpreta

tion of these findings would require a reversal of the 



121 

direction of the relationships. 

If this were done, then it would indicate that there 

is a positive relationship between the degree of manage

rial discretion and the proportion of minority employees 

in Texas banks. This can also be stated as meaning that 

Texas banks v;ith less concentration of ownership tend to 

employ a larger proportion of minorities. This finding 

confirms Buehler and Shetty (1976) and Davis and Blomstrom 

(1975), who state that firms with a higher degree of man

agerial discretion, or lower concentration of ownership, 

will be more receptive to the demands of clients other 

than the shareholders. This would seem especially true 

in the case of minority employment. 

Due to the aforementioned nature of Texas bank incor

poration, the relationship between the nature of stock-

ownership and intensity of female officers means that 

Texas banks with a lower degree of managerial discretion, 

or higher concentration of ownership, tend to employ a 

greater proportion of female officers. This finding is 

not consistent with the literature, discussed in the pre

vious paragraph. No direct explanation can be offered for 

this difference with the literature. However, this v/ill 

be further discussed later in this chapter. 

The relationship between the nature of stockov/nership 

and charitable donations means that Texas banks with a 

lower degree of managerial discretion, or higher concentra-
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tion of ownership, tend to donate a larger proportion of 

income to charity. A possible explanation for this may 

be the relationship between the nature of stockownership 

and organizational size (r=-.36, Table 13). This means 

that banks with a higher concentration of ownership tend 

to be smaller in size. It has been shown that there is 

a negative relationship between organizational size and 

charitable donations (r=-.37. Table 15), and that this 

negative relationship is consistent with previous studies 

(Council on Financial Aid to Education, 1972; Sturdivant, 

1977). Therefore, the relationship that exists between 

the nature of stockownership and charitable donations may 

be due to the fact that banks with a higher concentration 

of ownership tend to be smaller in size. Except for the 

relationship between the concentration of ownership and 

intensity of minority employees, the findings of this re

search do not support the proposition that banks with less 

concentration of ov/nership will be more intensely involved 

in socially responsive behaviors. 

Corporate Market Share and Socially Responsive Behaviors 

As shown in Table 20, there is a positive relation

ship between corporate market share and the intensity of 

minority employees (r=-.31). Also there is a negative re

lationship between corporate market share and charitable 

donations (r=-,45). 
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The positive relationship between corporate market 

share and the intensity of minority employees means that 

a Texas bank with a greater share of the market tends to 

employ a greater proportion of minorities. This research

er is not aware of any previous' empirical studies of 

corporate market share and socially responsive behaviors. 

However, Elkins (1977), Friedman (1973), and Petit (1967) 

argue that there is a positive relationship between market 

share and socially responsive behaviors. 

The negative relationship between corporate market 

share and charitable donations means that a Texas bank 

with a smaller market share tends to donate a greater 

proportion of income to charity. This finding does not 

support Elkins (1977), Friedman (1973), and Petit (1967), 

A possible explanation for this difference may exist in 

the purpose or reason why the charitable donations were 

made. Sturdivant (1977, p.456) suggests that charitable 

donations have a purpose other than simply philanthropy. 

Corporations also make charitable donations to better 

their own image and to increase sales. This opinion was 

confirmed during the interviews that were held with bank 

executives to collect data for this study. In a number 

of banks, charitable donations were viewed as a form of 

advertising. They perceived these donations as a neces

sary cost of doing business, and there was some indication 

that they evaluated these donations in light of the in-
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oreased deposits/loans they would generate. If these per

ceptions of the purpose of charitable donations are ac

curate, then it dlould be suggested that a bank with a 

smaller market share, and a more competitive market, 

would have to spend more to attract business and remain 

competitive, and, in doing so, make more charitable do

nations. Further research is necessary to evaluate wheth

er charitable donations are really perceived as a cost of 

doing business, and if they are relatively higher in more 

competitive markets. 

In general, these findings do not support the proposi

tion that there is a positive relationship between corpo

rate market share and the intensity of involvement in 

socially responsive behaviors. 

Minority Population in the Community and 
Socially Responsive Behaviors 

As presented in Table 21, there is a strong positive 

relationship between the minority population in the com

munity and the intensity of minority employees (r=.80), 

and loans to miinority enterprises (r=.73). 

These results are not surprising, as a high correla

tion would be expected between the proportion of minor

ities in the community and the proportion of minorities 

employed by a bank. However, two previous empirical stud

ies of the banking industry found no significant positive 
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correlation between minority employment and the percent of 

minorities in the community (Council on Economic Prior

ities, 1972; Thieblot, 1970). These studies concluded 

from this lack of association between minority employment 

and the percent of minorities in the community that the 

banking industry discriminated against minorities. As 

the Council on Economic Priorities and Thieblot collected 

their data in the late sixties, the very highly signifi

cant correlation found in this study of the Texas banking 

industry may mean that the previously implied resistance 

to the hiring of minorities has lessened with the passing 

of time. It could also be an indication that the enforce

ment of the Civil Rights Act of 1964 is affecting the hir

ing practices of the banking industry. 

The highly significant relationship between the pro

portion of the minority population in the community and 

the proportion of loans made to minority enterprises would 

also be expected. If a greater proportion of a bank's 

potential market is made up of minorities, it v;ould be 

expected that a greater proportion of the bank's loans 

are made to minorities. This researcher is not aware of 

any previous studies that indicate whether the banking 

industry has ever had a different relationship between 

the minority population in the community and minority 

enterprise loans. 

However, the findings of this research do not support 
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the contention of Rodgers and Zimet (1968) that business 

would be more involved in community activities in a more 

homogeneous community (lesser proportion of minorities). 

Degree of Local Ownership and Socially 
Responsive Behaviors 

As shown in Table 22, the degree of local ownership 

seems to be positively associated with loans for low in

come housing (r=.29). This means that a Texas bank that 

has a higher proportion of local ov/nership tends to make 

more loans for low income housing. 

This finding tends to support the previous studies 

of Mills (1955) and the Opinion Research Corporation (1966) 

These studies found a positive relationship between local 

ownership and civic improvement. It would be expected 

that banks with a high degree of local ownership would be 

more inclined to make loans for upgrading the housing in 

the community. This may especially be true of the banking 

industry, as housing loans are not normally a major por

tion of their loan portfolios. 

Size of the Community and Socially Responsive Behaviors 

As shown in Table 23, there is a negative relation

ship between the size of the community and the intensity 

of female officers (r=-.33). This means that a Texas bank 

in a smaller community tends to employ a larger proportion 
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of female officers. 

Rodgers and Zimet (1968) contend that business firms 

become more involved in smaller cities than in larger 

cities. They do not cite any particular evidence to sup

port their contention, other than noting that smaller 

cities tend to be more dominated by business interests 

than larger cities. Although the finding of this study 

concerning the relationship between the size of the com

munity and the intensity of female officers does support 

Rodgers and Zimet, this research does not strongly sup

port their contention. 

During the discussion, no ready explanation was avail

able for the relationships of organizational size, man

agerial values, organizational charter, nature of stock-

ownership, and size of the community with the intensity 

of female officers. However, a certain profile begins to 

emerge of the bank that hires a greater proportion of fe

male officers. The profile is of a state-bank, smaller in 

size, with "conservative" managerial values, high concen

tration of ownership, and located in a smaller city. This 

profile appears to be consistent. Therefore, instead of 

these banks being more sensitive to the issue of the pro

motion of women, the explanation could lie in the normal 

promotional procedures of these banks. In the smaller 

banks, it may be that women tend to advance by acquiring 

a knowledge of the various banking procedures over a long 
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period of time. Out of necessity and opportunity they are 

forced to learn many aspects of the banking profession 

and thus develop the expertise to be proficient as bank 

officers. In the larger banks, specialization may in

hibit the development of such a broad based knowledge 

of banking and thus prevent or delay the chances for fe

male advancement into the managerial ranks. Future re

search may verify that promotional criteria and practices 

could explain the variations in the relative intensity of 

female officers. 

In conclusion, the purpose of treating each independ

ent variable separately has been to, first, give further 

evidence of the contention of this research that socially 

responsive behaviors should be treated independently; 

second, to compare the results of this study with the 

literature. As most previous studies tend to analyze only 

one independent variable with social responsibility, a 

similar treatment was followed to allow for comparison. 

As suspected, no independent variable was found to 

have a significant association with socially responsive 

behaviors. However, as just discussed for the intensity 

of female officers, consistent profiles begin to emerge 

for each of the socially responsive behaviors. The sig

nificant relationships between the independent variables 

and intensity of minority employees, loans for low in

come housing, and loans to minority enterprises generally 
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tend to support previous research. The significant rela

tionships between the independent variables and intensity 

of female officers and charitable donations do not gen

erally tend to support previous research. The next section 

v/ill further discuss the relationship of each socially 

responsive behavior with the independent variables. 

Identification of the Variable or Variables 
That Best Explain the Variations in Each 

Socially Responsive Behavior 

The final objective of this study is to identify the 

variable or set of variables that "best" explain the var

iations in each socially responsive behavior. To control 

for intercorrelation among the various independent var

iables, a form of multiple regression was used to identify 

the variables v/ith significant partial correlations with 

each socially responsive behavior. The general conclusion, 

as shown in Chapter IV, is that a different set of vari

ables does "best" explain the variations in each socially 

responsive behavior. The following section contains a 

discussion of the set of variables identified as "best" 

explaining the variations in each socially responsive be

havior. 

Intensity of Minority Employees 

As shov/n in Table 24, the set of variables that "best" 

explains the variation in the proportion of minorities en-



130 

ployed by Texas banks are the minority population in the 

community (partial r=.83), organizational income (partial 

r=.43), nature of stockownership (partial r=-.35), and 

organizational size (partial r=.32). These variables 

give a profile of a bank in Texas that tends to hire a 

greater proportion of minorities. It tends to be larger 

in size, have a higher return on assets, have a lower 

concentration of ownership, and be in a community with a 

larger proportion of minorities. 

The results for size, profit, and concentration of 

ownership tend to support the literature. Blumberg (1975), 

Buehler and Shetty (1976), Davis and Blomstrom (1975), 

and Eilbirt and Parket (1973) have argued that large cor

porations, due to their increased visibility and greater 

resources, are more apt to engage in socially responsive 

behaviors. The studies of Eilbirt and Parket (1973) 

and Gomolka (1975) found a positive relationship between 

size and involvement in socially responsive activities, 

Elkins (1977), Higgins (1975), Parket and Eilbirt (1975), 

and Steiner (1975) contend that profit is a precondition 

for involvement in socially responsive activities. Sur

veys of corporate executives by Holmes (1976) and Louis 

(1969) tend to confirm this relationship between profit 

and corporate social responsibility. Research by Bowman 

and Haire (1975) and Parket and Eilbirt (1975) has also 

tended to confirm the positive relationship betv/een or-
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ganizational income and socially responsive behavior. 

Davis and Blomstrom (1975) have argued that the less the 

concentration of ownership, the greater the degree of 

managerial discretion, which puts the manager of a firm 

in a position to better satisfy the demands of other 

clients. Buehler and Shetty (1975) found that the less 

the concentration of ownership, the more committed the 

company was to social responsibility. 

Although the finding related to the size of the mi

nority population in the community is contrary to pre

vious research (Council on Economic Priorities, 1972; 

Thieblot, 1970), it is not surprising. It would be ex

pected that if the labor force in a community contains a 

larger proportion of minorities, a bank in that community 

will have a larger proportion of minority employees. The 

very highly significant partial correlation found in 

this study of the Texas banking industry may mean that 

the previously implied resistance to the hiring of mi

norities has lessened with the passing of time. It could 

also be interpreted as an indication that the enforce

ment of the Civil Rights Act of 1964 is affecting the hir

ing practices of the banking industry. 

Intensity of Female Officers 

The variables presented in Table 25 seem to "best" 

explain the variation in the proportion of female officers. 
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employed in Texas banks. These variables, organizational 

charter (parital r=-.52) and managerial values (partial 

r=-.42), present a profile of a Texas bank that tends to 

employ a greater proportion of female officers. It tends 

to be a state bank, and to have a top management with more 

"traditional" values. 

These results contradict the literature and seem to 

imply that state banks with a more traditional top manage

ment are more responsive to the issue of the promotion 

of women. Because federal banks tend to be more highly 

regulated, and because Hay and Gray (1974) contend that 

a more "liberal" set of values would likely be related 

to socially responsive behavior, a profile of a state bank 

with a "traditional" or "conservative" top management is 

not expected. A possible explanation of this profile may 

be that state banks with a more conservative management, 

tend to have a more conservative promotional policy. At 

least at the lowest level (assistant cashier), promotion 

may come from within the organization. As most of the non-

officer bank employees are women, an internal promotion

al policy would tend to result in a majority of the as

sistant cashiers being women. This attempt at an expla

nation of v/hy state banks with a more "conservative" top 

management tend to employ a higher proportion of female of

ficers is purely conjecture. Future research should in

vestigate v/hether promotional criteria and practices aid 
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in exjDlaining the variations in the relative intensity of 

female officers in the Texas banking industry. 

Loans for Low Income Housing 

As shown in Table 26, the set of variables that "best" 

explain the variations found in the proportion of loans 

Texas banks make for low income housing are the degree of 

local ownership (partial r=.42) and organizational charter 

(partial r=.36). These variables present a profile of a 

Texas bank that tends to make a greater proportion of loans 

for low income housing. It tends to be a federally char

tered bank with a greater degree of local ownership. 

The positive relationship with the degree of local 

ownership reenforces the findings of Mills (1955) and the 

Opinion Research Corporation (1966), namely that locally 

owned firms tend to participate in and improve their com

munities more than absentee-owned firms. 

Loans to Minority Enterprises 

As presented in Table 27, the set of variables that 

"best" explain the variations in the proportion of loans 

made to minority enterprises by Texas banks are the mi

nority population in the community (partial r=,81), na

ture of stockownership (partial r=-,37), organizational 

income (partial r=,35), and organizational size (partial 

r=-,34). These variables give a profile of a bank in 
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Texas that tends to make a higher proportion of loans to 

minority enterprises. It tends to be smaller in size, 

have a higher return on assets, have a lower concentra

tion of ownership, and be in a community v/ith a larger 

proportion of minorities. This profile tends to be sim

ilar to the one presented for banks with a higher propor

tion of minority employees (Table 24), This is consist

ent with the high correlation found between intensity of 

minority employees and loans to minority enterprises 

(r=.64. Table 14). The one difference is in the size of 

the two typical banks. Larger size is related to inten

sity of minority employees (partial r=.32), while smaller 

size is related to loans for minority enterprises (partial 

r=-,34). The explanation for this difference may be that 

larger banks tend to make loans to larger industries and 

smaller banks to small businesses. If most minority en

terprises tend to be small businesses, then it would be 

expected to find that smaller banks make a greater pro

portion of loans to minority enterprises. 

Charitable Donations 

Since the multivariate model employed in this study 

does not have a significant multiple coefficient of cor

relation with charitable donations (R=.64; F=1.30 (p> .30); 

df=9/17), the absence of any variable having a signif

icant partial correlation with charitable donations is 
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not surprising. Due to the intercorrelations among the 

variables with significant zero-order correlations with 

charitable donations (organizational size, organizational 

income, organizational charter, nature of stockownership, 

and corporate market share), no variable has a significant 

partial correlation with charitable donations. 

The findings of this research tend to confirm the 

proposition that a different set of variables may "best" 

explain the variations in each selected socially respon

sive behavior. This may mean that future research should 

analyze multiple independent variables with one socially 

responsive behavior, instead of the previous practice of 

analyzing one independent variable with a combined scale 

of many socially responsive behaviors. 



CHAPTER VI 

SUMMARY 

This final chapter contains a brief overview and sum

mary of the study, as well as some of the more relevant 

conclusions derived from the findings. The chapter con

cludes with recommendations for future research. 

Overview of the Study 

This study attempted to explore the relationships 

among selected socially responsive behaviors, and between 

a set of independent variables and the selected socially 

responsive behaviors. More specifically, this study at

tempted to: (1) construct and operationalize a multi

variate model of the variables that the literature suggests 

may be a source of the variations in socially responsive 

behaviors; (2) control for the conceptual and methodo

logical weaknesses of previous studies by testing the 

model by means of a field study, of a randomly selected 

sample of one industry (commercial banks in Texas) measur

ing the intensity of actual behavior of selected socially 

responsive behaviors; (3) investigate whether the selec

ted socially responsive behaviors are interdependent and 

additive, or v/hether they should be regarded as independ

ent; (4) investigate whether each independent variable. 

136 
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identified by the literature as being related to socially 

responsive behaviors, is related to socially responsive 

behaviors when the intensity of actual behaviors are 

measured in one industry; (5) identify, from multiple 

independent variables, those variables which contribute 

significantly to the variations in each socially respon

sive behavior. 

Based on the literature search, the research model 

contained five socially responsive behaviors (dependent 

variables), which appeared most relevant to the commercial 

banking industry. They were: (1) intensity of minority 

hiring, (2) intensity of female officers, (3) loans for 

low income housing, (4) loans to minority enterprises, 

and (5) charitable donations. Also based on the liter

ature search, the research model contained ten independ

ent variables. They were (1) organizational size, (2) or

ganizational income, (3) managerial values, (4) size rel

ative to owning group, (5) regulatory agencies, (6) nature 

of stockownership, (7) competition, (8) minority popula

tion in the community, (9) degree of local ownership, and 

(10)size of the community. 

The research sample consisted of a stratified random 

sample of thirty commercial banks in Texas. Data was col

lected by means of a research instrument that was admin

istered, by the researcher, to the President, or Chief 

Executive Officer, of each sample bank, A complete set 
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of ciata was collected frcm each of the sample banks. 

The results of the study indicated that, for com

mercial banks in Texas, socially responsive behaviors are 

not interdependent and additive, and should be treated as 

independent phenomenon. This finding supported the writ

ings of the Committee for Economic Development (1971), 

Davis and Blomstrom (1975), Steiner (1975), and Walton 

(1967). A tentative implication of this finding is that 

previous studies (Bowman and Haire, 1975; Eilbirt and 

Parket, 1973; Gomolka, 1975; Parket and Eilbirt, 1975) 

that made use of a methodology that measures social re

sponsibility as one variable, or a combination of dif

ferent socially responsive activities, may give results 

that are misleading. Evidence of this was found in the 

analysis of size and socially responsive behaviors. This 

study only found a positive relationship between organi

zational size and intensity of minority employees. How

ever, when the methodology of Eilbirt and Parket (1973) 

and Gomolka (1975), which measures social responsibility 

by combining the number of activities in which the firm 

indicates some involvement, was employed in this study, 

a positive relationship was found between organizational 

size and involvement in socially responsive behaviors. 

This study did not find a consistent relationship 

between each independent variable and socially responsive 

behaviors. These findings were to be expected, as it was 
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shown that the selected socially responsive behaviors 

were generally independent. Although the independent 

variables chosen for this study were identified in the 

literature as being related to socially responsive be

havior, most of those authors tended to perceive social 

responsibility as a single phenomenon. Therefore, the 

fact that no independent variable had a consistent as

sociation with each of the socially responsive behaviors, 

when the intensity of actual behavior in one industry was 

measured, gives further evidence that each socially re

sponsive behavior should be treated as an independent 

phenomenon. 

Nevertheless, even though no consistent relationship 

v/as found when each independent variable was analyzed with 

socially responsive behaviors, a consistent pattern did 

emerge when each socially responsive behavior v/as ana

lyzed with the independent variables. After controlling 

for intercorrelation, it was found that for banks in 

Texas, larger size, greater return on assets, less con

centration of ownership, and a greater proportion of mi

norities in the community were associated with a greater 

proportion of minority employees. Also, it was found 

that, for banks in Texas, smaller size, greater return on 

assets, less concentration of ownership, and a greater 

proportion of minorities in the community were associated 

with a greater proportion of loans made to minority enter-
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prises. And, it was found that, for banks in Texas, a 

greater degree of local ownership and a Federal charter 

were associated with a greater proportion of loans made 

for low income housing. These findings are generally sup

portive of previous authors, yet a different set of vari

ables contribute to explaining the variations in each of 

the three socially responsive behaviors. 

On the other hand, it was found that, for banks in 

Texas, more "traditional" managerial values and a State 

charter were associated with the employment of a greater 

proportion of female officers. This finding is not sup

portive of the literature. A possible explanation may be 

that more conservative state banks tend to promote from 

within, and a majority of bank employees are women. Also, 

after controlling for intercorrelation, no independent 

variable contributed to explaining the variation in char

itable donations. 

Recommendations for Future Research 

The findings of this study indicate that before fur

ther research is attempted to find "why some firms appear 

to be more active (in social responsibility activities) 

than others" (Parket and Eilbirt, 1975, p,6), more re

search needs to be done in identifying the relationships 

among socially responsive behaviors in other industries. 

This study, of the Texas banking industry, tentatively 
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confirms that each socially responsive behavior must be 

treated as an independent dimension of the broader issue 

of the social responsibility of business. This suggested 

research should not only measure the mere involvement in 

various socially responsive activities, but also the in

tensity of involvement. 

Future research should also attempt to analyze the 

relationship of multiple independent variables with one 

socially responsive behavior, instead of the previous prac

tice of analyzing the relationship of one independent var

iable with a combined scale of many socially responsive 

behaviors. 

Further research is needed to test the Managerial 

Value Survey in industries other than banking, and with 

other socially responsive behaviors. An interesting ap

proach to this research would be to study if there is a 

difference between what managers "say" and what they "do". 

Research should be attempted to study the underlying 

factors of charitable donations. This study found that 

market share and size had negative zero-order correla

tions with charitable donations. Why do smaller banks, 

with less market share, give a greater proportion of in

come to charity than larger banks, with a greater market 

share? Is it because smaller banks, in a more competitive 

market, would have to spend more to attract business â .d 

remain competitive? 
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Specifically for the banking industry, future re

search should attempt to verify v/hether promotional cri

teria and practices could explain the variations in the 

proportion of female officers. Do more conservative 

state banks tend to promote from within and more liberal 

federal banks tend to recruit from without? 

Hopefully, these research efforts could further clar

ify those factors that help explain the variations in so

cially responsive behaviors. This study has attempted 

to show that previous research, by presuming that social 

responsibility was a single phenomenon, may have over

simplified the complexity of the issues. 
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APPENDIX A: VALUE SURVEY SUBSCALES, ITEMS, AND 
CORRELATIONS WITH SOCIAL 

DESIRABILITY 

Subscale Item SD 

Economic 1. Profit is necessary, but profits 
in and of themselves are not the 

Values main objective of the firm. -.04 

3. What's good for society is good 
for our company, -.15 

4. Labor is a commodity to be 
bought and sold, (R) ,08 

13, Managers should be accountable 
chiefly to the firm's owners, (R) .07 

29, Satisfying people's needs is 
a better goal than just making 
money. -.18 

36, Let the buyer beware, (R) -,01 

Values 

Values 

Technology 27, Technology is important, but 
so are people. '06 

30. Technology should be more 
important than people. (R) .06 

Social 10. Employee personal problems 
should be left at home, (R) -.16 

14, I am a rugged individualist 
and will manage my business 
as I please, (R) -,01 

22, Minority groups are inferior 
to whites. They should be 
treated accordingly. (R) .07 

Political 6. Business and society must co
operate to solve society's 

Values problems. -.13 

20. The government is best that 
governs least. (R) -^ 
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Subscale 

Environ
mental 

Values 

Item 

31. We must preserve the 
ment for the benefit 
pie who want to lead 
life. 

environ-
of peo-
a quality 

SD 

04 

Aesthetic 

Values 

37, Business need not worry about 
the physical environment be
cause there are plenty of re
sources to De used. (R) 

15. Aesthetic (artistic) values are 
very important, 

25, We must preserve our aesthetic 
(artistic) values and business 
firms should do their part. 

09 

-.07 

,03 

NOTE: (R) designates a reflected item (reverse scored). 
Response categories: Strongly agree. Agree, Neutral, 
Disagree, Strongly disagree. 

*p < .05 

SOURCE: Behling, Orlando; Schriesheim, Chester; and 
Schriesheim, Janet,"Hay and Gray's Phases of 
Social Responsibility: An Empirical Assessment." 
Proceedings of the Academy of Management. (1975), 
p.316. 
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APPENDIX C: RESEARCH QUESTIONNAIRE (PART II) 
MANAGERIAL VALUE SURVEY 

Please answer frankly. There are no "right" or "wrong" 
answers and your answers are strictly anonymous. Circle 
the number in the column that best indicates the degree 
to which you agree with the statement beside it. Be 
sure to mark one and only one column for each statement. 
Thanks for your help. Do not put your name on this 
questionnaire, 

>> 
r H 

m 
c: 0 
O 0 
U Ui 
-P bO 
CO < 

r-i 

05 
fn 
-P 
73 
0 
X 

>> 0 
r-i 0 
bO U 

c m 
O o5 
C CO 
-P -H 
CO Q 

1. Profit is necessary, but profits 
in and of themselves are not the 
main objectives of the firm 1 2 3 4 5 6 7 

2. What is good for society is good 
for our company 1 2 3 4 5 6 7 

3. Labor is a commodity to be bought 
and sold 1 2 3 4 5 6 7 

4. Business and government must co
operate to solve society's 
problems 1 2 3 4 5 6 7 

5. Employee personal problems 
should be left at home 1 2 3 4 5 6 7 

6. Managers should be accountable 
chiefly to the firm's owners 1 2 3 4 5 6 7 

7. I am a rugged individualist and 
will manage my business as I ^ ^ ^ 
please ' ̂- 2 3 4 5 6 7 

8. Aesthetic (artistic) values are 
very important 1 2 3 4 5 b / 

9. The government is best that 
governs least 1 2 3 4 5 6 7 

10. With respect to intelligence and 
work ethic, minority groups are 
n ot significantly different 1 2 3 4 
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m 
C 0 
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11. We must preserve our aesthetic 
(artistic) values and business 
firms should do their part 1 2 

12. Technology is important, but 
so are people 1 2 

13. Satisfying people's needs is a 
better goal than just making 
money 1 2 

14. Technology should be more im
portant than people 1 2 

05 

-p 
73 
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4 
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i-, CO 
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6 7 

6 7 

15. We must preserve the environ
ment for the benefit of people 
who want to lead a quality life... 1 2 3 4 

16. Let the borrower beware 1 4 7 

17. Business need not worry about 
the physical environment be
cause there are plenty of re
sources to be used 4 7 
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APPENDIX D: LETTER SENT TO THE PRESIDENT OF 
EACH SAT-IPLE BANK 

TEXAS TECH UNIVERSITY 
College of Business Administration 

Lubbock, Texas 79409 

Dear Mr. 
Edwin C. Kuntz, a doctoral student in Management at 

Texas Tech University, is conducting research on the re
lationship between certain corporate social and economic 
activities and characteristics of the environment in which 
the bank functions. The data for this research is being 
gathered from randomly selected commercial banks in Texas. 
This data will be the main source of information, and is 
very important for the completion of the research. 

As your bank has been randonly selected, we would 
appreciate your cooperation. We would like to assure you 
that the information you provide will be kept in the 
strictest confidence. The information will be aggregated, 
and no individual bank will be identified. To insure the 
accuracy of the information, and to answer any questions 
that may arise, Mr. Kuntz plans to visit each of the 
sample banks. He will be in touch with you, by telephone, 
to set up an appointment for a brief interview at a mutu
ally convenient time. 

We believe that the findings of this study will be 
useful to bankers. We will be happy to send you a copy 
of the findings, if you so desire. 

Sincerely, 

Professor Carl H. Stem Professor Robert L. Rouse 
Dean, College of Business Chairman, Department of 
Administration Economics 

Professor B.L. Kedia 
Chairman of Dissertation Committee 
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APPENDIX E: RESEARCH QUESTIONNAIRE FOR COLLECTION 
OF PRIMARY DATA 

Research Questionnaire (Part I) 

Unless Otherwise noted, data is for Dec,31, 1976, 

1. Income before taxes and securities gains/losses $ 

2. Low Income Housing Loans: $ 

3. Minority Enterprise Loans: $ 

4. Total Charitable Donations $ 

5. Number of Shares Outstanding 

6. Number of Shareholders 

7. Largest number of shares owned by one individual/family/ 

firm 

8. Number of shares locally owned 

9. Trading of Shares: Private OTC 

Stock Exchange 

10, Total number of employees (at present) 

11. Number of Black and Hispanic employees (at present)_ 

12. Total number of officers - Asst, Cashier and above 

(at present) 

13. Number of Female Officers - Asst. Cashier and above 

(at present) 




