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Abstract: This study empirically analyzes the impact of management capabilities on corporate environmental performance
and the moderating role of top management team faultlines including task-related faultlines and bio-demographic faultlines in
the Chinese context. This study uses a sample of 163 Chinese chemical firms and hierarchical regression analysis to test the
proposed hypotheses. The results show that management capabilities have a significant and positive influence on environmental
performance of the firms. In addition, top management team task-related faultlines have a significant and positive moderating
effect on the relationship between management capabilities and environmental performance of the firms, whereas top
management team bio-demographic faultlines have a significant and negative moderating effect on the relationship between
management capabilities and environmental performance of the firms. According to the results, this study puts forward some
theoretical and practical implications. This study contributes to the literatures on the top management team faultlines and
environmental management, especially to the literatures on the mechanism for how management capabilities influence corporate
environmental performance.
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1. Introduction

A firm’s management capabilities are the key to increase the
competitive advantage under the dynamic environment. The
management capabilities are the systematic and complex
capabilities that combine greater conceptual, human and
technical capabilities [1]. These capabilities can provide the
firms with the efficient support to recognize and make use of
external opportunities, avoid the threats from external
environment, and integrate the resources from internal and
external environment effectively. Management capabilities
play an essential role during the process of making
organizational strategy and routine. From an empirical
perspective, several scholars analyzed the influence of

management capabilities on firm performance, and it has been
proved that the stronger the management capabilities the firms
receive, the better the firms’ innovation and growth
performance will become [2, 3].

Environmental performance has close relation with the
sustainable development of the firms, because environmental
performance has been become an important pathway for the
firms to obtain the excellent competitive advantage [4].
Particularly in China, with the rapid growth of economy over
the past more than 30 years, pollution has become more
serious and has attracted the attentions of the scholars and
government. Existing relevant literatures have mainly
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explored pollution issues in terms of environmental and
innovation economics [5]. Exploring the micro-level origins
of boosting environmental performance has been an important
task for the top managers in the firms, but seldom studies on
discussing the factors influencing environmental performance
from the perspective of top management team are found. In
fact, top management team is responsible for the strategic
decisions which guide the firms’ sustainable development [6].
Therefore, the level of environmental performance of the
firms is closely related with the management capabilities from
the top managers in the firms. Existing researches show that
top management team diversity can influence the firm
performance and its innovation activities [7]. Compared to the
traditional theory on team diversity, team faultlines theory
proposed by Lau and Murnighan has been regarded as an
important emerging theory to explore the effect of team
diversity on team outcomes [8, 9].

As have discussed above, many studies support the
viewpoint that the team faultlines are more precise for
measuring the level of team diversity, including the diversity
of top management team. While the importance of team
faultlines is generally recognized from the theoretical
perspective, the empirical results of its influence on team
performance are mixed. In fact, while several empirical
studies show that faultlines have a negative impact on team
outcomes, other empirical studies stress that faultlines have a
significant and positive impact on team performance. Several
possible reasons for the above mixed results are that the
investigated teams or firms are located in the different
countries or regions, and the measurements for team faultlines
are inconsistent. Many scholars investigated a single faultline
hinging on multiple characteristics of the members [10].
However, it has been argued that it is difficult to identify
which one or which ones may result in the observed effect
when employing the more kinds of the characteristics of the
members [11]. In order to solve the problems related with how
to identify the effects of team faultlines, scholars divide the
team faultlines into two categories, including task-related
faultlines and bio-demographic faultlines [12]. Accordingly,
this study investigates the moderating role of two kinds of
faultlines, namely task-related faultlines and bio-demographic
faultlines on the relationship between management
capabilities and environmental performance of the firms.

Based on previous discussion, this study aims to provide
some new contributions on the relationship between
management capabilities and corporate environmental
performance achieved by considering the top management
team faultlines. Specifically, this study empirically analyzes
the influence of management capabilities on corporate
environmental performance through employing the data on
163 Chinese chemical firms, and the role of top management
team faultlines as a moderating variable for this relationship.

The remainder of the paper is structured as follows. The
next section presents literature review and hypotheses
development. Section 3 puts forward the methodology
including sample and variable measurement. Section 4 and
Section 5 discuss the results, theoretical and practical

implications, respectively. Finally, the conclusion is given.

2. Literature Review and Hypotheses
Development

2.1. The Influence of Management Capabilities on
Corporate Environmental Performance

The top management team is responsible for analyzing
information on external environment in which the firms
operate, making the firms’ strategic decisions, and selecting
the proper development paths to achieve the strategic
objectives of the firms. The top management team with strong
management capabilities plays a key role for the sustainable
development of the firms, particularly for SMEs [2]. It has
been shown that lacking of management capabilities is
harmful for the firms to achieve growth [13], and management
capabilities enable the firms to achieve the stable
development.

Management capabilities involve with the capabilities, with
which the top managers can analyze the information from
external environment, select the proper strategic directions,
recognize the chance, and integrate internal and external
resources [2]. These capabilities have a significant and
positive effect on analyzing external environment,
establishing their core competence, and achieving the strategic
goal. This study proposes the influence of management
capabilities on corporate environmental performance.

In order to achieve the firms’ development, it is essential for
the firms to establish the top management team with strong
capabilities to make the proper general strategy and integrate
internal and external resources. During the process of
achieving the firms’ sustainable development, boosting
environmental performance plays a crucial role. Dubey et al.
stressed that greater environmental performance needed top
managers to integrate and distribute several resources [6]. In
this respect, strong management capabilities are vital for the
firms to achieve the greater environmental performance and
sustainable development.

As have been discussed previously, greater environmental
performance is important for the firms to achieve their
sustainable development. Some studies suggested that
greater environmental performance required the firms to
optimize the participation of top management team [6].
According to the study by Katz [1], management capabilities
combine conceptual, human and technical capabilities. As
for the top managers, the most important of which are
conceptual capabilities. Conceptual capabilities involved
with the capabilities which enable the top managers to
recognize the opportunities and threats from the external
complex environment [14]. Management capabilities,
including conceptual capabilities are essential for the firms
to accumulate the competitive advantage, achieve the
sustainable development and boost environmental
innovation [15]. Hence, this study proposes the following
hypotheses:

Hl. Management influence

capabilities  positively
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environmental performance of the firms.

2.2. The Moderating Effect of Top Management Team
Faultlines on the Relationship Between Management
Capabilities and Corporate Environmental
Performance

As have been discussed above, in order to achieve greater
environmental performance, the top managers in the firms
need abundant knowledge and resources to seek for
opportunities, identify the potential threats, and set up
strategic target. The knowledge is very important for the top
management team to achieve the information processing
related to the environmental performance of the firms. That is,
boosting environmental performance for the firms largely
depends on the top managers’ capabilities on gathering,
sharing, analyzing relevant information, and integrating them
to make proper decision effectively. Top management team
with diverse experience and knowledge is inclined to get
abundant information and be better position to make proper
solutions, when facing with the complex problems. In addition,
in the process of sharing and analyzing information, it has
been documented that the stereotypic and affective perception
of the members in top management team have negative
influence [16]. One important purpose of this study is to
investigate the moderating role of top management team
faultlines on the relationship between management
capabilities and corporate environmental performance.
Following the previous research [12], this study divides top
management team faultlines into two types including
task-related faultlines and bio-demographic faultlines,
because the distinctions for the effect of the two categories of
team faultlines has been confirmed by the relevant studies that
employ the meta-analysis.

2.2.1. The Moderating Effect of Top Management Team
Task-Related Faultlines on the Relationship Between
Management Capabilities and Corporate
Environmental Performance

Task-related faultlines involve with the accumulated
knowledge and capabilities associated with the particular
tasks which the members refer to [8]. These task-related
faultlines associated with boosting management capabilities
mainly involve with organizational tenure, functional
background and educational level. As this study has discussed
above, information processing is very important for the top
managers to obtain stronger management capabilities. It has
been proved that functional background, educational level and
tenure have significant influences on information processing
of top managers [17], and further affect the management
capabilities. While it has been suggested that top managers
with longer tenure may obtain more explicit and tacit
knowledge of the firms, and may achieve the resource
integration, the negative effect of longer tenure on increasing
the information processing of top management team is
obvious. Top managers with longer tenure are not inclined to
garner the new information and skill for employing external
opportunities [18], they may protect their managerial

reputation position. In contrast, the top managers with shorter
tenure are inclined to obtain the new knowledge, and gather
the opportunities from the external environment, and broaden
the top management team identification [19].

The second task-related characteristic in this study is
educational level [8]. The educational experiences of the top
managers in a firm play an important role in accumulating not
only the knowledge and skill, but also capabilities of their
strategic formulation. Top managers with higher educational
level are inclined to accumulate the stronger management
capabilities [17], and to make the strategies in a long term,
which is beneficial for the firms to achieve the sustainable
development and boost environmental performance.

The third task-related characteristic discussed in this study
is functional background [8]. When discussing the complex
problems, the top managers with different functional
background may adopt the different perspectives.
Consequently, facing with the complex problems, it is easier
for top managers with different functional background to
exchange their different viewpoints. The constructive
exchange is beneficial to form the better solution. It has been
shown that top management team with diverse functional
background enables the firms to increase their performance.

When the task-related characteristics of a few members in a
team are same or similar, and these characteristics are different
from those of other members, the subgroups with different
task-related characteristics are more likely to be formed
within a team. The members in a task-related subgroup often
have similar knowledge, perspectives and mental models
because of their similar task-related background [12]. This is
beneficial for the firms to obtain the diverse information on
decision-making due to different task-related background.
Stronger task-related faultlines may be better to achieve the
information processing effectively. It has been suggested that
the members are more likely to share their ideas and
information when they find that at least one other member
hold the view of point which is same or similar with theirs [20].
Consequently, the members in the team are inclined to express
their options freely when discussing the problems if they
believe that there is alignment in their subgroup [21]. It has
been shown that it is impossible for the members of a team to
pay equal attention to discuss the problems and give options,
because of information overload by attending to lots of
different viewpoints [22]. It has been argued that the value of
a team is that it can enables the members to analyze the
problems and put forward the solutions as a whole, if the
members are likely to give their options [23]. Therefore,
task-related information is vital for a subgroup in top
management team to solve the problems [10].

In addition, several studies have shown that the teams with
stronger faultlines are beneficial for employing the diverse
task-related knowledge of the members in different
task-related subgroups [24]. While sometimes a few
task-related conflicts may be emergent due to the different
task-related knowledge and perspectives of the members in
different task-related subgroups, these conflicts are often
constructive and have a positive effect on information
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processing. It has been confirmed that the members from
different task-related background are likely to gather more
diverse information processing capabilities and more diverse
strategies [12]. While researches show that task-related
faultlines may not be important for the teams when coping
with the simple and routine work [16], it has been found that
under the complex environment, task-related faultlines enable
the team to achieve information processing effectively [25].
When facing with the complex and non-routine work,
especially under the uncertainty, the top management teams
urgently require diverse task-related background to achieve
information processing effectively. To summarize, it is
complex and non-routine for the firms to boost environmental
performance, which requires the top management teams to
better achieve the information processing. This study argues
that top management team with stronger task-related faultlines
may be better position to exert information processing, which
is beneficial to foster environmental performance. Hence, this
study proposes the following hypotheses:

H2. Top management team task-related faultlines positively
moderate the relationship between management capabilities
and corporate environmental performance.

2.2.2. The Moderating Effect of Top Management Team
Bio-Demographic Faultlines on the Relationship
Between Management Capabilities and Corporate
Environmental Performance

As have been discussed above, faultlines strength can
influence on information processing, and influence the team
decisions and team performance. While a series of researches
have shown that task-related faultlines have a positive effect
on team outcomes, some researches find that the formed
subgroups depended on the bio-demographic characteristics
are negative to team outcomes [26]. Bio-demographic
characteristics involve with gender, age, nationality or
ethnicity [8]. These characteristics are innate and can be

correctly cognitively accessible, and hardly alternative [27].

Due to high visibility of these bio-demographic characteristics,

they are easily considered for the members to form the

perception of other members in a team according to the latter’s

bio-demographic characteristics [28]. More specifically,
bio-demographic characteristics are considered to be
associated with the stereotypic beliefs. When the

bio-demographic faultlines are activated, team members will
make perception of other members in a team according to the
different bio-demographic characteristics. Under the
circumstances of stronger bio-demographic faultlines,
activation for bio-demographic faultlines is likely to form the
biased perceptions of other members. Lau and Murnighan
proposed that the more aligned for multiple bio-demographic
characteristics of several members in a team, the more
salience of differences between them and other members [8].
Consequently, stronger bio-demographic faultlines reinforce
the differences between the members and the biased
perceptions of other members, which is harmful for the team
to achieve information processing effectively.

In addition, researches have shown that the members of a

team are inclined to view their stereotypes related to their own
bio-demographic characteristics in overly positive terms to set
up a positive self-image. In contrast, the stereotypes which are
not associated with the bio-demographic characteristics of the
members are regarded as negative elements by them.
Meanwhile, researches have suggested that the negative
impact of the bio-demographic characteristics may be weaken
if some of the characteristics of the members in a team are
cross-cutting [29]. In a team with stronger faultlines, the
characteristics of the members in a subgroup are in align, and
the formed subgroups are distinct and salient, that is, the
bio-demographic characteristics between the different
subgroups are obviously different, which may lead to
emotional conflict. Under this circumstance, the mistrust and
hostility toward the members of other subgroups may be
emergent and may be strengthen, when the differences derived
from the bio-demographic characteristics arrive at a certain
level [30, 31]. When the situation arrives, the members in the
different subgroups are inclined to consider the difference
taken root in the bio-demographic characteristics, and not the
knowledge and task-related skills of the members in other
subgroups [16]. In that case, it is difficult to achieve the
complex information processing [32]. The members in the
different subgroups are not inclined to share and exchange
information positively [33]. Simons and Peterson stressed that
the anxiety generated from emotional conflict were harmful
for the members in different subgroups in a team to carry out
information processing and exchange [32].

To sum up, in a top management team with stronger
bio-demographic faultlines, the top managers in different
subgroups may trigger stereotypes that lead to the bias and
emotional conflict of the members in one subgroup toward to
the members in other subgroups. These are not beneficial for
top management team to carry out information exchange and
processing. Consequently, it is difficult for top management
team with stronger bio-demographic characteristics to cope
with the complex issues that require sufficiently information
exchange and processing. Exploring the path to improve
corporate environmental performance is a typical systematical
issue and it requires top managers to achieve information
processing and make appropriate the strategies for the firms.
Hence, this study proposes the following hypotheses:

H3. Top management team bio-demographic faultilines
negatively moderate the relationship between management
capabilities and corporate environmental performance.

3. Methodology
3.1. Sample

The members of the research group got in touch with the top
managers including CEO or senior executives of Chinese
chemical firms. 226 chemical firms agreed to provide the
relevant data on demographic characteristics of top
management team and other information, such as
environmental performance, firm age, firm size, etc. This
study asked the top managers to persuade all top management
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team members to participate, if possible. Top managers as
participants independently achieve their surveys related to
their individual characteristics and enclosed questionnaires
finished by them in the certain envelopes provided by the
research group.

The members of the research group first received 226
questionnaires. This study excluded 51 questionnaires in
which individual responses with incomplete demographic
characteristics of top managers, that are required to measure
the faultlines of top management team are shown [8]. Further,
this study eliminated 12 questionnaires with top management
teams whose composition numbers are fewer than four
because subgroups within these top management teams were
confirmed to exhibit different dynamics [23]. Finally, the
effective sample was 163 firms and their top management
teams with 1029 members. Concerning the firm age, the firms
whose age were below 6 accounted for 7.36 percent, and those
whose age ranged from 6 to 10 accounted for 9.82 percent, and
those whose age ranged from 11 to 15 accounted for 20.25
percent, and those whose age ranged from 16 to 20 accounted
for 30.06 percent, and those whose age ranged from 21 to 25
accounted for 19.63 percent, and those whose age ranged
above 25 accounted for 12.88 percent. Concerning the firm
size, the firms whose employee number were below 100
accounted for 15.95 percent, and those whose employee
number ranged from 100 to 150 accounted for 27.61 percent,
and those whose employee number ranged from 151 to 200
accounted for 22.70 percent, and those whose employee
number ranged from 201 to 250 accounted for 26.38 percent,
and those whose employee number were above 250 accounted
for 7.36 percent. In addition, the firms whose location were in
the eastern region of China accounted for 42.94 percent, and
those whose location are in the central and western region of
China accounted for 57.06 percent.

3.2. Variables Measurement

The variable measurements used in this paper are all
constructed from prior studies. This study designed the
questionnaires in Chinese using the conventional back-
translation process to ensure translation equivalence. For all
measurement items except the characteristics for top
management team and control variables including firm size,
firm age, regional location, this study used seven-point Likert
scales to measure them.

3.2.1. Dependent Variable

As Long et al. have stated [5], organization performance
can be investigated by two aspects including subjective and
objective measurements. Due to the restriction for obtaining

the objective data, this study adopts subjective measurements.

The measurement scale for corporate environmental
performance used in this study was development by Long et
al. [5]. This study uses four-item measurement scales to
measure corporate environmental performance (0=0.92).

3.2.2. Independent Variable
This study uses nine-item measurement scales to measure
management capabilities (0=0.93). Concerning the detailed

information on measurement for management capabilities,
please refer to study by Ruiz-Jiménez [2].

3.2.3. Moderator Variables

As have discussed above, this study investigates the
moderating effect of top management team faultlines from
two aspects, which consist of task-related faultlines and
bio-demographic faultlines. When measuring task-related
faultlines of top management team, this study considers three
characteristics including functional background, educational
level, and tenure. According to Hambrick and Mason [34], the
functional background mainly involves with throughput
functional background and output functional background.
They suggest that throughput functional background
incorporates production, finance or accounting, human
resource management, administration, and legal functional
background, and output functional background incorporates
marketing and R&D functional background. Therefore, this
study divides the functional background into two categories
including throughput functional background and output
functional background (coded 1 if the top manager had
functional background and 0 otherwise). Educational level
was divided into four intervals, below junior college was
coded 1, undergraduate was coded 2, postgraduate was coded
3, doctor was coded 4. Tenure was measured through the
number of years of being the members in top management
team. When measuring bio-demographic faultlines, this study
uses sex and age which were usually used in relevant
literatures [12].

This study measures top management team task-related and
bio-demographic faultlines by calculating the overall score
through multiplying the faultlines strength and faultlines
distance. The calculation principle and detailed calculation
steps adopted in this study has been widely used in prior
studies [25].

3.2.4. Control Variables

In order to address the endogenous problems and more
precisely investigate the relationship between the above
variables, this study controls for the following additional
variables.

Financial performance. Given the differences in the firm
size, firm age and regional environment, this study adopts
subjective evaluation method to measure the firms’ financial
performance through establishing the two-items related to
return on assets, return on equity, based on the prior study
[35].

Firm size. This close relationship between firm size and
corporate environmental performance has also been proved [36].
Therefore, this study chooses firm size as an important control
variable. This study measures firm size by measuring the
employee number which was divided into five intervals.
Specifically, the firms whose employee number were below
100 were coded 1, and those whose employee number ranged
from 100 to 150 were coded 2, and those whose employee
number ranged from 151 to 200 were coded 3, and those whose
employee number ranged from 201 to 250 were coded 4, and
those whose employee number is above 250 were coded 5.
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Firm age. Boosting firm performance including
environmental performance is a crucial part of the firms’
competitive behavior which was influenced by the firms’
resource and growth accumulation [37]. Firm age has been
regarded as an important reflection of the growth accumulation.
Consequently, this study regards firm age as an important
control variable and divides it into six intervals. The firms
whose age were below 6 were coded 1, and those whose age
ranged from 6 to 10 were coded 2, and those whose age ranged
from 11-15 were coded 3, and those whose age ranged from
16-20 were coded 4, and those whose age ranged from 21 to 25
were coded 5, and those whose age are above 25 were coded 6.

Regional location. Prior studies have suggested that the
environmental pressures from the stakeholders are different
due to the difference in the developed and developing areas
[38], and it has been confirmed that the top managers were
paid more attentions in the developed areas [39]. In China, the
level of regional development of the eastern region is higher
than that of the central and western region. Therefore, this
study divided the region in which the firms operate into two
categories, that is, the eastern region of China was coded 1,
and the central and western region of China was coded 0.

3.3. Validation of Measures

In order to ensure the validity of the data obtained, the
questionnaires assured all respondents of confidentiality. The
researchers involved with this research explained the
relevance of this study and offered a standard report of the
findings as a reward for participants.

First, this study performed the test for potential biases in the
respondents’ answering behavior through analyzing the
sample for non-response bias by achieving a comparison of
early and late respondents. This study performed the
Kolomogorov-Smirnov test and Mann-Whitney test, the
results show that there are not significant differences for early
and late respondents. Therefore, it is reasonable for us to
believe that there is no non-response bias in this study.

Second, this study performed Harman’s single-factor test to
conform whether there is a common method bias or not in the
investigated data. This study performed factor analysis for the
item data of dependent variable, independent variable, and
control variable only involved with financial performance.
The results show that three primary factors are extracted, and
the contribution rate is 28.56 percent which is lower than 40
percent, indicating that there is not a common method bias in
the sample data.

Third, for all multi-item scales including environmental
performance, management capabilities, financial performance,
this study constructs and integrates confirmation factor analysis
to pursue the test for convergent and discriminant validity. Each
item is constrained to load only to its respective latent variable.
The confirmation factor analysis results show that a good fit
within the model ( y?/qf =2.826, GFI=0.946, AGFI=0.931,
CFI=0.951, RMSEA=0.039, RMR=0.052), indicating that the
convergent and discriminant valid of the scales is credible.

4. Results

Table 1 presents the summary statistics and Pearson
correlation between the different variables, including
dependent variable, independent variable, and control
variables.

This study employs moderated multiple regression analysis
to finish the test for the hypotheses proposed. This study applies
standardized variables in order to avoid the multi-collinearity.
Therefore, the interaction terms with top management team
faultlines and management capabilities were also established
with these standardized variables [40]. In addition, only one
interaction term was added in each model. This study calculates
the values for variance inflation factors (VIF) for all models in
order to check for potential multi-collinearity. The results show
that all values for VIF of all factors are below 5, so it is
reasonable that the regression results were not influenced by
multi-collinearity. The regression analysis results are shown in
Table 2.

The first block in Table 2 only contains the control variables
and top management team task-related faultlines and
bio-demographic faultlines (Table 2, model 1). The regression
results for the first model indicate that the control variables
including financial performance, firm size, firm age, and
regional location all have significant influence on
environmental performance of the firms. Further, the predictor
in the first model for top management team task-related
faultlines have a significant and positive influence on
corporate  environmental performance, whereas top
management team bio-demographic faultlines have a
significant and negative influence on corporate environmental
performance (Table 2, model 1).

The second block in Table 2 contains the independent
variable in order to test H1 (Table 2, model 2). The two-way
interaction term with top management team task-related
faultlines and management capabilities, and the two-way
interaction term with top management team bio-demographic
faultlines and management capabilities are contained in the
third block and in the fourth block to test H2 and H3 (Table 2,
model 3 and model 4).

The influence of management capabilities on corporate
environmental performance (Table 2, model 2) is significant
and positive, confirming Hl. In order to ensure that the
interactions with top management team faultlines and
management capabilities were illustrated clearly, this study
plotted the significant interactions (Figure 1) through dividing
the independent variables into higher and lower categories, one
standard deviation above and below the mean, respectively.

The interaction term with top management team task-related
faultlines and management capabilities is significant and
positive for corporate environmental performance (Table 2,
model 3: B=0.168, p<0.01). The value for the explained
variance for this model (Table 2, model 3, 19.6 percent) added
3.8 percent to the explained variance shown in model 2 (Table 2,
15.8 percent). The illustration of this influence (Figure 1a)
indicates that as for the firms with stronger top management
team task-related faultlines, those with higher level of
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management capabilities will bring more environmental
performance than those with the weaker level of management
capabilities. In other words, as for the firms with strong top
management team task-related faultlines, their environmental
performance increases when the level of management
capabilities increases. That is, top management team
task-related faultlines have significant and positive moderating
effect on the relationship between management capabilities and
corporate environmental performance, so H2 is confirmed.

The interaction term with top management team
bio-demographic faultlines and management capabilities is

performance (Table 2, model 4: f=-0.097, p<0.01). The value
for the explained variance for this model (Table 2, model 4,
19.8 percent) added 4.0 percent to the explained variance
shown in model 2 (Table 2, 15.8 percent). The illustration of
this influence (Figure 1b) indicates that as for the firms with
strong top management team bio-demographic faultlines, their
environmental performance decreases when the level of
management capabilities increases. That is, top management
team bio-demographic faultlines have significant and negative
moderating effect on the relationship between management
capabilities and corporate environmental performance, so H3

significant and negative for corporate environmental is confirmed.
Table 1. Summary statistics and Pearson correlation.

Mean SD 1 2 3 4 5 6 7 8
1. EP 4.567 1.052 1
2. FP 4.692 0.971 0.325 1
3.FS 2.816 1.203 0.202 -0.127 1
4. F4 3.834 1.398 0.105 0.095 0.142 1
5.RD 0.429 0.497 0.073 0.163 0.051 0.038 1
6. MC 5.363 1.045 0.537 0.296 0.146 0.203 0.112 1
7. TRF 0.126 0.163 0.208 0.154 0.117 0.096 0.082 0.104 1
8. BDF 0.232 0.147 -0.185 -0.216 -0.175 -0.073 0.067 -0.159 -0.072 1

Notes: Variable definitions: EP, environmental performance; FP, financial performance; FS, firm size; FA, firm age; RD, regional development; MC,

management capabilities; TRF, top management team task-related faultlines; BDF, top management team bio-demographic faultlines. The same variable

definitions are as follows in Table 2.

Table 2. Results of regression analysis of management capabilities.

Variables Model 1 Model 2 Model 3 Model 4
FP 0.031™ 0.028"" 0.024™" 0.021™
FS 0.531™ 0.478"" 0.429™" 0.383"™"
FA 0.065™ 0.055" 0.049" 0.041"
RD 0.087" 0.081" 0.076" 0.069"
TRF 0.131™ 0.122"™ 0.118"™ 0.112™
BDF -0.102" -0.086"" -0.081° -0.076™"
MC 0.265™" 0.257™" 0.226™"
TRF x MC 0.168"™"
BDF x MC -0.097"
R? 0.156 0.207 0.245 0.249
Adjusted R 0.135 0.158 0.196 0.198
F 33.537""" 36.852"" 39.647"" 38.621""
Notes: N=163; *** Significance level at p<0.01; ** Significance level at p<0.05; * Significance level at p<0.1.
59 57
A v [ S
/" S | T ——
9] ted :_—'; ----------
§ 45 _,/’/ E 45 b
E 4 2 49
5 g
é 5 :;: 3.5 4
= —— low task-related faultlines g 7 —— low bio-demographic faultlines
---#--- high task-related faultlines ---4%--- high bio-demographic faultlines
3 ; 3 . .

low high

management capabilities

(@

low high

management capabilities

(®)

Figure 1. Moderating effect of top management team faultlines: (a) Moderating effect of top management team task-related faultlines; (b) Moderating effect of

top management team bio-demographic faultlines.
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5. Discussion
5.1. Implications for Theory

The environmental performance is significant important for
the firms to achieve the sustainable development. Several
scholars have suggested that environmental management
capabilities have significant and positive impact on corporate
environmental performance [41], but the discussion of the
effect of management capabilities on corporate environmental
performance, especially the moderating effect of top
management team faultlines on the relationship between
management capabilities and corporate environmental
performance has not yet been investigated empirically. The
primary aim of this study is to address this gap through
analyzing management capabilities as a micro-level origin of
corporate  environmental performance because top
management team plays an important role in the conversion of
resources into environmental performance [4].

The major finding of this study is that management
capabilities have a significant and positive influence on
corporate environmental performance. The findings confirm
that theoretical considerations about the impact of micro-level
origins of corporate environmental performance. The results
stress that the fact that management capabilities are important
for boosting corporate environmental performance.

Another finding of this study is that top management team
faultlines have a significant moderating effect on the
relationship  between management capabilities and
environmental performance. Specifically, top management
team task-related faultlines have a significant and positive
influence on the relationship between management
capabilities and environmental performance, whereas top
management team bio-demographic faultlines have a
significant and negative influence on the above relationship.

The findings of this study answer the research questions and
encourage more scholars to discuss the factors influencing
environmental performance from the perspective of top
management team. The results indicate that management
capabilities as an important micro-level origin in the firms
influence environmental performance. With a view to the
theoretical background, the attentions about the relevant
researches should be paid to discuss the influence of top
management team social capital including social network and
political connection on environmental performance because
social capital is one of the important resources of the firms. In
addition, the environmental dynamics should be considered as
moderators in further researches about social capital as
important micro-level origin of environmental performance.

5.2. Implications for Practice

This study provides several implications for practice, the
stronger level of management capabilities the firms have, the
better corporate environmental performance becomes.
Therefore, in order to boost environmental performance,
increasing management capabilities is very crucial.

Due to the significant and positive and negative moderating
effect of top management team task-related and
bio-demographic faultlines, it is very important for the firms
to strengthen top management team task-related faultlines and
weaken top management team bio-demographic faultlines to
improve corporate environmental performance. Specifically,
when establishing and optimizing top management team, the
firms should consider the top management team task-related
faultlines including functional background, educational level,
and tenure. It is in favor of boosting corporate environmental
performance if top management team task-related faultlines
increase. Meanwhile, the firms should consider the top
management team bio-demographic faultlines including age
and gender, because it is in favor of boosting corporate
environmental performance if top management team
bio-demographic faultlines decrease.

5.3. Limitations and Future Research

Although this study empirically investigates the influence
of management capabilities on corporate environmental
performance, and the moderating role of top management
team faultlines for the above relationship, its empirical
analysis imposes several limitations.

First, the data from this study only considers the
cross-section level without taking into account the
relationship between the variables from the time-series
perspective. In view of objective measurement method of
management capabilities [42] and corporate environmental
performance [4], future researches could apply panel data on
Chinese listed firms to empirically analyze the impacts of
management capabilities on environmental performance of
the firms to offer a more generalized conclusion across
industries in Chinese context.

Second, since this study tests the proposed hypotheses with
a sample consisting exclusively of Chinese chemical firms, it
would be helpful and interesting to conduct a similar research
in the other countries with different culture, such as western
countries, in order to test the proposed hypotheses, especially
the latter two hypotheses proposed in this study, because
culture norms and rules govern how individual and
organizational behave influence the outcomes of the firms.

6. Conclusion

This study empirically investigates the influence of
management capabilities on corporate environmental
performance, and the moderating effect of top management
team faultlines on the above relationship. The results show
that management capabilities have a significant and positive
impact on corporate environmental performance. Meanwhile,
top management team task-related faultlines have a significant
and positive moderating effect on the relationship between
management capabilities and environmental performance,
whereas top management team bio-demographic faultlines
have a significant and negative moderating effect for the
above relationship. The findings could provide the firms with
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some valuable theoretical references on establishing a better
understanding of how top management team influence
corporate environmental performance.
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