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Abstract

This study will examine the relation between Corporate Social Responsibility (CSR) disclosure
and firm value in a new context that features a Specification Curve Analysis, a method that is
relatively new in general and a novelty in the field of accounting. The replicated study will be the
study by Naseem et al. (2019), which finds that CSR disclosure has a positive relation with firm
value and finds that financial ratios have a moderating role in this relation. Sample data contains
2.376 non-financial companies listed on the Shanghai Stock Exchange from 2008 to 2012. SCA
features between 1.408 and 2.112 different model options. This paper finds that (1) it cannot lend
support to the findings of the replicated study regarding the positive relation between CSR
disclosure and firm value and (2) it is inconclusive about the findings of the moderating role of
financial ratios in this relation. Overall, this paper contributes not only by using the SCA, but also
in the context of the relation of CSR disclosure and firm value and the usage of financial ratios,

which was a novelty in the replicated study.!

Key Words: Specification Curve Analysis, Corporate Social Responsibility, CSR Disclosure,

Financial Ratios, Robustness.
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1 Introduction

Worldwide, firms are involved in Corporate Social Responsibility (CSR) activities (Pedram et al.,
2017). Firms can choose to include these activities in their annual reports, or to produce and
publish a separate CSR report. Firms that participate in the latter argue that the benefits from this
additional information are higher than the costs of producing these. Whether or not this is true
is still up for discussion and the existing literature finds different conclusions (Fauziah et al., 2020;
Zragat et al., 2021; Cormier et al., 2011; Aupperle et al., 1985; Belkaoui, 1976).

This relationship lies also at the centre of the paper: “Moderating role of financial ratios in
corporate social responsibility disclosure and firm value” by Naseem et al. (2019). They take a
different approach in which they argue that financial ratios operate as a moderating role in this
relationship.

This approach alongside their findings of a positive relation between CSR disclosure and firm
value makes for a sound basis to assess these findings in a Specification Curve Analysis (SCA).
Henceforth, this paper by Naseem et al. (2019) will be referred to as the replicated study. In a
SCA, the analysis from the original study is first replicated, after which different modelling
specifications are being used in order to test the robustness of the results. This can include
including or excluding certain control variables or using different treatments for outlier, for
example, to assess how sensitive the results are to these changes. Potential benefits of this type
of methodology include identifying and reducing potential biases, increasing the transparency
and increasing the overall credibility of the study.

Another possible benefit of a SCA is the existence of publication bias. Publication bias entails
that research studies that are statistically significant are more likely to be published in journals
compared to studies that show an insignificant or even negative result. In accounting research
this unfortunately is also an existing phenomenon. Basu & Park (2014) shows that the frequencies
of p-values just below conventional significance levels are much higher than frequencies just
above these levels. They also prove that this is stronger for test variables than for control
variables. SCA could thus contribute against this bias, through the increased transparency.

Applying the SCA will thus further increase our understanding on the relationship between CSR

disclosure and firm value, along with the roles financial ratios play in this relationship. Seeing as
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the SCA is a relatively new concept, it also can serve as a steppingstone for more applications of
SCA in the future, specifically in the world of accounting academics, as this type of methodology
is a novelty there.

The sample of this study includes 2.376 different non-financial Chinese companies that are
listed on the Shanghai Stock Exchange from 2008 to 2012. This time window is relevant, as the
disclosure of CSR items was encouraged here through some regulations. In total, 9.946
observations are considered. The SCA will feature 2.112 coefficients for 6 of the variables, and
1.408 for the remaining 3. Tobin’s Q is used as proxy for firm value.

The main findings from the replicated study are two-fold. Firstly, it finds that there is a positive
relation between CSR disclosure and firm value. Secondly, it finds that financial ratios can serve
as moderators in this relation.

This study can lend no support toward the positive relation between CSR disclosure and firm
value when applying the SCA to the replicated study though the findings for the moderating effect
of the financial ratios are more nuanced and open for interpretation.

This relevance from this study and its contribution to the field comes forth from the mixed
results in the literature regarding this subject and the application of the SCA, which is a relatively
new method of analysis, especially in the field of accounting, where this is a novelty.

The overall structure of this study will be as follows. First, the relevant literature of the
replicated study will be reviewed, whereafter the relevant parts of the literature review of the
replicated study will be summarised to find out how the authors come to their hypotheses,
followed by a more detailed explanation of the specification curve analysis and the data sample.
Next, the results of the replicated study will be briefly discussed, along with the data and
methodology. Hereafter the results from the SCA will be presented, which will be discussed in the

conclusion & discussion section of this study.
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2 Theoretical Framework

Firstly, the literature review of the overarching subject, the link between CSR disclosure and
firm value, will be discussed. Secondly, the literature review of the replicated study will be
examined, which will continue to the hypotheses forming. Lastly, the relevant literature of the

specification curve analysis will be reviewed.

2.1 CSR disclosure and firm value

The findings of the link between CSR disclosure and firm value are still mixed. Studies have
shown positive, negative, mixed and insignificant relations between these two variables. Fauziah
et al. (2020), for example, shows that both the quality and quantity of CSR disclosure improve
firm value. Moreover, they find this result when using a moderator, innovation in their case,
which is also a key aspect of Naseem et al.’s analysis. Cormier et al. (2011) finds that social and
environmental disclosure contribute to firm value by reducing stock market asymmetry.

Hasan et al. (2021) however, shows that this link is dependent on the industry of the firm, where
they demonstrate a positive relationship between CSR disclosure and firm performance in
consumer goods, consumer services and heavy engineering industries, but a negative relationship
for healthcare and energy and utility firms. Belkaoui (1976) shows that disclosure has a
substantial, but only temporary effect on stock prices.

Studies that find an insignificant relation include Fatimah & Dadan (2018), where CSR
disclosure, among others, has no significant effect on firm value. Gallardo-Vazquez et al. (2019)
shows the same, insignificant relation between these two variables. Rahimah & Hermala (2021)
uses Tobin’s Q as a proxy of firm value, much like Naseem et al.’s study, but again finds an
insignificant relation. Zraqat et al. (2021) uses the same Tobin’s Q as a proxy for firm value and
finds a negative relationship this time. Pham & Tran (2020) however uses three different proxies
for firm value, including Tobin’s Q again, and finds a positive relationship between CSR disclosure

for all three proxies.
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2.2 Literature Review Replicated Study

The replicated study first classifies stakeholders into four categories: shareholders, internal
stakeholders, operational stakeholders and society (Cummings & Patel, 2009). The paper argues,
through agency theory, that CSR disclosure causes a reduction in information asymmetry
between shareholders (principal) and managers (agents) (Deegan, 2007). This then reduces the
shareholder’s risk assessment, which in turn increases the firm’s market value (Cormier et al.,
2005; Dhaliwal et al., 2011; Healy & Palepu, 2001).

The paper then notes on the norms and standards in China, as their sample data consists of
Chinese non-financial firms listed on the Shanghai Stock Exchange from 2008 to 2012. They argue
that CSR information provided by Chinese firms is still a work in progress. Even though China has
started with initiatives about CSR awareness (Lin, 2010), the CSR information is still considered
weak. They supply numerous reasons for this, such as a lack of a regulatory framework provided
by the government and weak consumer awareness and rights.

Next, the paper argues that being socially responsible can be a potential competitive advantage
(Caroll & Shabana, 2010), as socially responsible firms perform better than their counterparts. It
examines how the moderating effect of accounting-based measures with CSR disclosure on
market-based measures, where accounting-based measures represent the management
priorities and accounting procedures during financial periods, taking shareholders’ needs into
account.

Hereafter, the replicated study reviews several channels of CSR disclosures along with their
relevance towards firm value. A relevant financial ratio is then chosen which will serve as a
moderator between the subsequent CSR disclosure channel and firm value. The link between the
different channels of CSR disclosure and their relevant financial ratios is then explained
individually, ending with a hypothesis. The channels of CSR disclosures include supplier protection

disclosure, creditor protection disclosure and shareholder protection disclosure.?

The replicated study uses 5 models, but due to problems arising with the dataset, this study only features 3 of them. The discussion section
of this study offers more information about this.
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2.2.1 Model 1: Supplier Protection Disclosure

In the first model, the replicated study focusses on the supplier protection channel. It argues
that an excellent relationship with the supplier can create many opportunities and benefits for
organizations (Krause et al., 2007), which can be seen as competitive advantages (Koufteros et al,
2012). One could also argue that this decreases transaction costs, such as searching costs for a
new supplier. The replicated study uses the Accounts Payable Turnover (APTO) ratio as an
indicator of how quick payments towards suppliers are being made, which they argue are
reflective of the relation between supplier and buyer, which has a positive relationship with the
financial performance of the firm (Johnston et al, 2004; Martin & Grbac, 2003). Their subsequent

hypothesis is as follows:

“Hypothesis 1: Account payable turnover moderates the link between supplier protection

disclosure and financial performance of the firm.”

2.2.2 Model 2: Creditor Protection Disclosure

Here, the paper focusses on the creditor protection channel. They argue that creditors can take
control of an organization in times of financial crises or times of insolvency, instead of the
shareholders, using stakeholder theory, which in turn can affect the CSR and financial
performance levels of a firm (Roberts, 1992). The paper uses the interest coverage ratio (ICR) as
an indicator of the ability for a firm to pay the interest on their debts and assuring the social
responsibility levels of the firms toward the creditors. The subsequent hypothesis is thus as

follows:

“Hypothesis 2: Interest coverage ratio moderates the link between creditor protection

disclosure and the financial performance of the firm.”
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2.2.3 Model 3: Shareholder Protection Disclosure

Here, the paper focusses on the shareholder protection channel. Stakeholder theory here
argues that managers make their decisions bearing in mind all the (conflicting) demands of all the
stakeholders as well as their strategic goals. Occasionally however, other vital stakeholders are
(wrongly) overvalued compared with other shareholders. Such imbalances can affect the financial
performances of a firm (Donaldson & Preston, 1995). They consider responsibility to shareholders
a primary responsibility. (Semenescu & Curmei, 2015) also sees a positive relationship between
CSR policy and dividend pay-out ratio. The third and final hypothesis is thus as follows:

“Hypothesis 3: Dividend per share moderates the link between shareholder protection

disclosure and the financial performance of the firm.”

2.3 Specification Curve Analysis

Specification curve analysis (SCA) is a statistical technique which recently has been gaining
popularity in social sciences (Psychology: Beijers et al., 2022; Rachel & Kort, 2023; Geography:
Kedron et al., 2022; Sociology: Primbs et al., 2022). SCA can be used to assess and evaluate the
robustness of a research. It involves replicating the data and running the same analysis as the
replicated study, often an academic paper, after which the specifications of that analysis are
differed. This can be done for example by adding/mitigating control variables or differing in the
treatment of outliers, but more on this in the methodology part of this paper.

An advantage of this is that it can help identify and mitigate potential biases. By varying among
the specifications of the model, it becomes clear which variables are relatively more important in
the results and which are relatively less. It also adds towards the transparency of the research
findings. By running multiple variations of the analysis, a more clear and complete picture of the
relationship that was analyzed from the original model can be provided.

The first paper to use this methodology is the paper by Simonsohn, Simmons & Nelson from
2015, where they first used SCA on studies concerning mostly social studies. Since then, it has

also been applied to more economics related studies, such as Frey et al. (2021), which uses SCA
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to identify robust correlates of risk preference. It finds for example that sex and age have more
robust and consistent associations with risk preference, whereas other variables outlined show
weaker results, which are more (domain-) specific.

SCA is still completely new to accounting academics however, which this paper will try to
reduce. Another potential benefit towards promoting this type of analysis could be that research
will potentially make more use of open data access, as the data has to be replicated in order to

run the initial analysis. This further increases the transparency used in academic research.

3 Methodology & Data

In this section, the methodology and data will be explained. First, the models of the replicated
study will be analysed to see how the hypotheses will be tested. Next, the data sample will be
elaborated upon, after which the details of the specification curve will be explained. Lastly, the

results and conclusion of the replicated study will be interpreted.

3.1 Models Replicated Study
The functional form of the models to test all three hypotheses can be summarized as follows:

Tobin’s Qit = ait + B1 LogTAit + 2 RATIOit + B3 CSRDit + 4 RATIOit * CSRDit + it ; where,

Tobin’s Q is the dependent variable here and serves as a proxy for firm value, which is ‘the total
market value of a firm divided by their total assets’,

LogTA is used as control variable and captures the log of the company’s total assets, which is
the ‘sum of all assets presented on the balance sheet’,

RATIO is the relevant financial ratio of the model,

CSRD is the relevant CSR disclosure channel, and is a binary variable that represents whether
the company is involved in and discloses it’s relevant CSR disclosure,

RATIO * CSRD is the interaction term of the latter two variables.
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For hypothesis 1, the financial ratio is Accounts Payable Turnover (APTO), which captures ‘the
ratio of total purchases to average accounts payable’. The CSR disclosure channel is Delivery
Protection (DP), which takes the value of 1 ‘if the firm is involved in and discloses its delivery

protection activities’, and 0 otherwise. The model to test hypothesis 1 is thus:

(1) Tobin’s Qit = ait + B1 LogTAit + p2 APTOit + B3 DPit + p4 APTOit * DPit + &it

For hypothesis 2, the financial ratio is Interest Coverage Ratio (ICR), which captures ‘the ratio
of a company’s earnings before interest and taxes to total interest expense’. The CSR disclosure
channel is Credit Protection (CP), which takes the value of 1 ‘if the firm is involved in and discloses

its creditor protection activities’, and 0 otherwise. The model to test hypothesis 2 is thus:

(2) Tobin’s Qit = ait + B1 LogTAit + p2 ICRjt + B3 CPit + p4 ICRit * CPit + it

For hypothesis 3, The financial ratio is Dividend Per Share, which captures ‘the ratio of total
dividends paid out to the number of shares’. The CSR disclosure channel is Shareholder Protection
(SP), which takes the value of 1 ‘if the firm is involved in and discloses its shareholder protection

activities’, and 0 otherwise. The model to test hypothesis 3 is thus:

(3) Tobin’s Qit = ait + B1 LogTAit + 2 DPSit + B3 SPit + 4 DPSit * SPit + &it

10
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3.2 Sample

The sample follows the same sample as from the replicated study. This includes all non-financial
Chinese companies who are listed on the Shanghai Stock Exchange from 2008 to 2012. This data
window was chosen, as the Shanghai Stock Exchange encouraged all companies to disclose CSR
information in their financial reports during this period. In total, 2.376 different companies were
included, with a total amount of observations of 9.946. The data was collected from the open
dataset provided by the replicated study, with some small additions coming from the China Stock
Market and Accounting Research (CSMAR), accessed through the Wharton WRDS platform. The
original R-scripts for performing the SCA were made by Prof. Joachim Gassen, without whom this

research wouldn’t be possible.

3.3 Specification Curve Analysis

Here, the Specification Curve Analysis will be explained in more detail. For each of the three
models, there are three relevant independent variables of interest, namely the CSR disclosure
binary variable, the relevant financial ratio and the interaction term of these two. Three models
with three independent variables of interest thus means that there will be nine total SCA’s.

A SCA is a statistical approach, whose goal is to explore and test the robustness of empirical
results across different model specifications. The first step of an SCA is to replicate the study, after
which the specifications of the model are systematically adjusted by for example altering
variables, outlier treatments and functional model forms. SCA contributes by understanding how
much of a researcher’s modelling choices affects the results of their study and provides insights
into the robustness of these results.

The SCA will compute three values, the estimate, lower bound and upper bound. The estimate
indicates the coefficient for the independent variable of interest, where the lower and upper
bound will indicate the boundaries for the coefficient to be significantly different from zero, with
a 5% confidence interval. Should the upper bound be lower than zero, then the coefficient is

negative and significant, and will be displayed as a red on the specification curve. Should the lower

11
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bound be higher than zero, then the coefficient is positive and significant, and will be displayed
as blue on the specification curve.

The chosen model specifications with their options are as follows:

N/A omit; ‘Yes’ or ‘No’: Here, it is being specified how to deal with observations that have
missing values, where ‘Yes’ means that observations with missing values are excluded from the
analysis and ‘No’ means that observations with missing values are included. This specification

thus has two possible ‘options to choose from’.

Fixed effects; ‘None’, ‘Company’, ‘Year’ or ‘CompanyYear’: Here, the fixed effects of the model
are being specified, where ‘None’ means no fixed effects, ‘Company’ means that there are fixed
effects for each different company, ‘Year’ means that there are fixed effects for each different
year and ‘CompanyYear’ means that there are fixed effects for both companies and years. This

specification thus has four options.®

Cluster; ‘None’, ‘Company’, ‘Year’ or ‘CompanyYear’: Here, the clustering of the standard errors
is being specified, in the same format as the fixed effects. This does not impact the estimates but
does impact the significance levels for the estimates. Same as with fixed effects, this specification

has four options.?

Treat extreme observations: ‘Win’ or ‘Trunc’: Here, the treatment for extreme observations,
with percentiles ranging from zero to the 10t percentile, is being specified, where ‘Win’ means
that extreme observations are being winsorized (replacing with the relevant certain percentile
value) and ‘Trunc’ means that extreme observations are being truncated (removed). Again, this
happens for every percentile starting from zero until the 10" percentile, so 11 different

percentiles with two different treatment styles means 22 different options.

3 The replicated study mentions that another fixed effect, namely industry, but the results from the specification curve were so small (all
estimates were not higher than 8,5E-12) when including this fixed effect, that it was decided to drop this fixed effect. Again, more on this in the
discussion section of this paper.

12
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Select idvs; ‘NoLOGTA’, ‘Nolnteraction’ or ‘Full’: Here the adjustments of the model are being
specified. In the adjustment ‘NoLOGTA’, the control variable of log total assets is being excluded
from the analysis, in ‘Nolnteraction’, the interaction term is being excluded from the analysis,
while in ‘Full’, the full model is being analysed. Please note that only for the CSR disclosure
variable and the relevant financial ratio the adjustment ‘Nolnteraction’ is possible, not for the
SCA for the interaction effect, as that would remove the variable of interest. For the CSR
disclosure variable and financial ratio, this specification has three different options, while for the

interaction term there are two possible options.

Thus, in total, there are 2*4*4*22*3 = 2,112 different paths possible for the CSR disclosure and

the financial ratio variable, while the interaction term has 2*4*4*22*2 = 1.408 possible paths.

3.4 Results Replicated Study

Here, the results and conclusions from the replicated study will be discussed. First, the
regression results from the three models are the following:

TABLE 1. ORIGINAL REGRESSION RESULTS?

Model 1 Model 2 Model 3
Suppliers Creditors  Shareholders
Log assets 0.03*** 0.07*** 0.04%**
APTO -0.13***
ICR 0.24***
DPS 0.24%**
SP (Shareholder Protection) 0.39%**
CP (Creditor Protection) 0.07*
DP (Delivery Protection) 0.15%**
APTO * DP 0.03*
ICR * CP 0.04***
DPS * Sp 0.23%**

Original regression model replicated study *** Significant the at the 1 percent level. ** Significant at the 5
percent level. * Significant at the 10 percent level.

This regression was also replicated, though the coefficients and significance level were not the same. More about this in the conclusion and
discussion section of this paper. The replicated regression can be found in the appendix section.

13
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Table 1 displays the regression results from the replicated study. The coefficients of the CSR
disclosure items are all positive and significant, which gives the replicated study reason to claim
that the disclosure of CSR activities improve a firm’s value. The replicated study also goes in on
some of the coefficients that are significant and indicates that these financial ratios could also
influence firm value. The financial ratios and their interactions with the CSR disclosure items are
all statistically significant, causing the replicated study to believe that these financial ratios
possess a moderating effect on the relation between the CSR disclosure items and firm

performance.

4 Results

When looking at the results and conclusions of the replicated study, the results will be split into
two parts, to evaluate the two claims being presented from the replicated study. The first part
will look at the three CSR disclosure items. The second part will be that of the three financial ratios
and the three interaction terms, where the claim is that they possess a moderating effect in the

relation of CSR disclosure and firm value.

4.1 CSR Disclosure Items

For the first model, Figure 1 depicts the specification curve for the CSR disclosure item

representing the Delivery Protection (DP). Table 2 depicts the summary statistics.

14
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FIGURE 1. SPECIFICATION CURVE DP
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-3.9462
-0.6416
-0.6306
-0.4702
-0.1357
.2387

1000
Protocol

-13.8486
-1.3428
-1.1195
-2.0666
-0.3771
-0.2931

TABLE 2. SUMMARY STATISTICS DP

Lower Bound Upper Bound

-0.3075
0.0067

0.0878

1.1261

0.8259

17.1121

2000

The grey areas in Figure 1 depict the upper and lower bounds with for a significance level of 5%,

the red points on the curve depict the statistically significant negative values and the blue points

on the curve depict the statistically significant positive values. The black points depict coefficients
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that are neither positive, nor negatively significant. The lines underneath the specification curve
deal with the observations of the certain specific models. For the lowest 100 for example, all
coefficients share the specification that they do not exclude the missing values (N/A Omit; No)
When taking a closer look at the coefficients, 0 out of the 2.112 observations depict a statistically
positive coefficient. In Table 2, this can also be observed, as no lower bound is above zero. 352

coefficients are negative and significant and 1760 are not significantly different from zero.

For the second model, Figure 2 depicts the specification curve for the CSR disclosure item
representing the Credit Protection (CP). Table 3 depicts the summary statistics for the estimates

& upper and lower bounds.

FIGURE 2. SPECIFICATION CURVE CP
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TABLE 3. SUMMARY STATISTICS CP

Coefficients Lower Bound Upper Bound

Min -70.7045 -463.5779 -5.1965
1t Quar. -2.7341 -8.1742 0.1702
Median -0.5962 -2.7080 0.5527
Mean -2.5572 -12.6013 7.4870
3" Quar. -0.2331 -1.1503 1.7626
Max. 36.5271 -1.398 36.5271

The grey areas in Figure 2 depict the upper and lower bounds with for a significance level of 5%,
the red points on the curve depict the statistically significant negative values and the blue points
on the curve depict the statistically significant positive values. The black points depict coefficients
that are neither positive, nor negatively significant. Similarly to Figure 1, there are 0 out of 2.112
coefficients that obtain statically significant positive values. This again can be observed in Table
3, where the maximum lower bound does not reach positive numbers. 317 coefficients (15,0%)

are negative and statistically significant and 1.795 are not significantly different from zero.

For the third model, Figure 3 depicts the specification curve for the CSR disclosure item
representing Shareholder Protection (SP). Table 4 depicts the summary statistics for the

coefficients & the upper and lower bounds.
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FIGURE 3. SPECIFICATION CURVE SP
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TABLE 4. SUMMARY STATISTICS SP

Coefficients Lower Bound Upper Bound

Min -46.7778 -142.515 -1.3484
1t Quar.  -2.6560 -6.708 0.2720
Median -1.5273 -4.045 0.8576
Mean -1.9034 -8.082 4.2756
3 Quar. -0.8265 -2.582 2.2918
Max. 27.9449 -0.379 101.5474

The grey areas in Figure 3 depict the upper and lower bounds with for a significance level of 5%,
the red points on the curve depict the statistically significant negative values and the blue points

on the curve depict the statistically significant positive values. The black points depict coefficients
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that are neither positive, nor negatively significant. Similarly to Figure 1 and 2, there are 0 out of
2.112 coefficients that obtain statically significant positive values. This can also be observed in
Table 4, as the maximum lower bound does not reach 0. 359 coefficients are negative and

statistically significant and 1.753 are not significantly different from zero.

As none of the CSR disclosure items have a significantly positive coefficient, these results cannot
lend support towards the analysis from the replicated study, where a significant positive relation

was found.

4.2 Financial Ratios

For the first model, Figure 4 depicts the specification curve for the relevant financial ratio,
Accounts Payable Turnover (APTO). Figure 5 depicts the specification curve for the interaction
term of the first model, DP * APTO. Table 5 displays the summary statistics for the coefficients &
upper and lower bounds for APTO, while Table 6 displays them for the interaction term DP *

APTO.
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FIGURE 4. SPECIFICATION CURVE APTO

Min

15t Quar.
Median
Mean
3 Quar.
Max.

1000
Protocol

Table 5. Summary Statistics APTO

Coefficients

-3.0704
0.8179
0.8931
0.9293
1.6557
1.9981

Lower Bound Upper Bound

-15.7324
0.4223
0.7622
0.0857
0.8409
1.7041

-0.3358
0.9175
0.9957
1.7729
2.7352
9.5916

The grey areas in Figure 4 depict the upper and lower bounds with for a significance level of 5%,

the red points on the curve depict the statistically significant negative values and the blue points

on the curve depict the statistically significant positive values. 1.764 coefficients out of the 2.112

(83,5%) are significantly positive, while 28 coefficients (1,3%) are significantly negative. This

makes for a total of 1.792 out of 2.112 coefficients that are significantly different from zero. This

can also be observed in Table 5, where the lower bounds of the 25t percentile is already above

Zero.
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FIGURE 5. SPECIFICATION CURVE APTO*DP
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TABLE 6. SUMMARY STATISTICS APTO*DP

Coefficients Lower Bound Upper Bound

Min -0.1063 -1.5453 0.0058
1t Quar. -0.0088 -0.2931 0.1184
Median 0.1200 -0.2355 0.4264
Mean 0.0574 -0.4754 0.5902
3" Quar. 0.12112 -0.1829 0.4882
Max. 0.1361 -0.0192 1.8018

The grey areas in Figure 5 depict the upper and lower bounds with for a significance level of 5%,
the red points on the curve depict the statistically significant negative values and the blue points
on the curve depict the statistically significant positive values. When looking at the summary

statistics in Table 6 however, it can already be observed that there no significant coefficients, as
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the lower bounds are all negative, and the upper bounds are all positive. This means that 0 out of

the 1.408 coefficients are significant.

For the second model, Figure 6 depicts the specification curve for the relevant financial ratio,
Interest Coverage Ratio (ICR). Figure 7 depicts the specification curve for the interaction term of
the second model, ICR * CP. Table 7 displays the summary statistics for the coefficients & upper
and lower bounds for ICR, while Table 8 displays them for the interaction term ICR * CP.

FIGURE 6. SPECIFICATION CURVE ICR
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TABLE 7. SUMMARY STATISTICS ICR

Coefficients Lower Bound Upper Bound

Min -0.7003 -4.5852 -0.1029
1 Quar. -0.0626 -0.1418 -0.0200
Median -0.0238 -0.0697 0.0000
Mean 0.0052 -0.1645 0.1749
3" Quar. -0.0062 -0.0284 0.0117
Max. 2.6134 1.5771 9.0311
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The grey areas in Figure 6 depict the upper and lower bounds with for a significance level of 5%,
the red points on the curve depict the statistically significant negative values and the blue points
on the curve depict the statistically significant positive values. The data depicts that there are 87
coefficients out of the 2.112 (4,1%) that possess positively significant values, while 973 (46,1%)

are negatively significant and 1.060 coefficients are not significantly different from zero.

FIGURE 7. SPECIFICATION CURVE ICR*CP
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TABLE 8. SUMMARY STATISTICS ICR * CP

Coefficients Lower Bound Upper Bound

Min -0.4781 -0.9687 -0.2289
1%t Quar. -0.4599 -0.8975 0.0030
Median -0.0676 -0.6589 0.0276
Mean -0.2398 -0.5298 0.0502
3 Quar. -0.0636 -0.1659 0.0488
Max. 0.0009 -0.0012 0.5261
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The grey areas in Figure 7 depict the upper and lower bounds with for a significance level of 5%,
the red points on the curve depict the statistically significant negative values and the blue points
on the curve depict the statistically significant positive values. A look at Table 8 indicates that
there are no positively significant coefficients, but when taking a closer look at the data, it shows
that there are 336 coefficients out of the 1.408 (23,9%) that are significantly negative. This leaves

1.052 coefficients that do not differ significantly from zero.

For the third model, Figure 8 depicts the specification curve for the relevant financial ratio,
Dividends per Share (DPS). Figure 9 depicts the specification curve for the interaction term of the
second model, DPS * SP. Table 9 displays the summary statistics for the coefficients & upper and

lower bounds for DPS, while Table 10 displays them for the interaction term DPS * SP.

Figure 8. Specification Curve DPS

500 1000 1500
Protocol
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Min

1%t Quar.

Median

Mean

3 Quar.

Max.

TABLE 9. SUMMARY STATISTICS DPS

Coefficients

-0.4945
0.0168
0.0373
0.0430
0.0661
0.4125

-1.5669
-0.0526
-0.0211
-0.0634
-0.0012
0.0643

Lower Bound Upper Bound

0.0029
0.0405
0.0956
0.1494
0.1769
1.8131

The grey areas in Figure 8 depict the upper and lower bounds with for a significance level of 5%,

the red points on the curve depict the statistically significant negative values and the blue points

on the curve depict the statistically significant positive values. In Table 9, the upper bounds are

shown to be only positive, so no negatively significant estimates are present here. The data

further shows that there are 494 coefficients out of the 2.112 (23,4%) blue points on the curve.

This leaves 1.618 coefficients to be not significantly different from zero.

FIGURE 9. SPECIFICATION CURVE DPS * SP

est

outlier_tme

outlier_tment runc

outlier_cutoff: 0 - —

outlier_cutoff: 0.01
 0.02 TETER

~_cutoff: 0.03

Protocol

25



Max Kappert Jul. 13, 23 Master Thesis, Economics

TABLE 10. SUMMARY STATISTICS DPS*SP

Coefficients Lower Bound Upper Bound

Min 0.7071 -1.4791 -0.3840
1%t Quar. 0.5517 -1.2672 -0.0404
Median 0.2724 0.9834 0.0864
Mean 0.3265 -0.8028 0.1498
3 Quar. 0.0507 -0.2075 0.1159
Max. 0.0476 -0.1838 1.1624

The grey areas in Figure 9 depict the upper and lower bounds with for a significance level of 5%,
the red points on the curve depict the statistically significant negative values and the blue points
on the curve depict the statistically significant positive values. The summary statistics in Table 10
already rule out any possible significantly positive values however, as the lower bounds does not
reach zero. The data however does show that there are 528 coefficients out of the 1.408 (37,6%)

that are significantly negative. 880 coefficients thus are not significantly different from zero.

5 Conclusion and Discussion

5.1 Conclusion

Now that the results are presented, the hypotheses of the replicated study can be evaluated.
When looking at the results from the specification curve however, it is important to bear in mind
that the replication of the original regression was not identical as the original regression found in
Table 1, which affects the validity and conclusions from this study.

The first part of the results is where the CSR disclosure items are present. As no significant
positive coefficients were found, this paper cannot lend support to the claim that CSR disclosure
has a positive effect on firm value. This is not that out of line with the literature that is present,
as both insignificant and significant negative relation between these two variables were present
discussed in the literature review of this study.

The second part of the results feature the claims from the hypotheses, that the different

financial ratios have a moderating effect in the relation between CSR disclosure and firm value.
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Whether or not this paper can lend support towards this part from the claims however, is more
nuanced and mixed. The replicated study first looks at the coefficients from the ratios and their
significance levels in regard to their relation to firm value. From the results from this study, one
out of three models (DPS) show mainly significantly positive coefficients (83,5%), one (DPS) shows
some significantly positive coefficients (23,4%), and the last one (DPS) shows a few significantly
positive coefficients (4,1%). One could thus reasonably say that a positive effect of these ratios
on firm value is plausible, according to this analysis.

The moderating effect of these financial ratios is harder to determined. The replicated study
evaluates the hypotheses, from the significance levels of both the financial ratios and the
interaction term. The financial ratios themselves all possess an adequate level of significant
coefficients, with 84,8%, 50,2% and 23,4% respectively. That however cannot be said for the same
extent for the interaction terms however, where the number of significant coefficients is rather
less, with 0%, 23,9% and 37,6% respectively. The conclusion based on these results can thus be

open for interpretation, along with the support this paper can provide towards this claim.

5.2 Discussion

The findings are thus concluded and fall relatively within the scope of prior research on this
subject. This study finds no positive significant relation between CSR disclosure and firm value
and cannot lend support towards this positive relation.

This study does have some limitations that need to be addressed, however. First of all, the
replication of the original regression was not identical to that of the replicated study, which
influences the results and support (or lack of) this paper provides. Secondly, the replicated study
features 5 models, whereas this study only features 3 of them. The models that deal with
customer and employee protection are missing here. This is due to problems with the dataset.
The replicated study provided the dataset for their empirical analysis at the end of their study, as
is often the case with studies featured in the journal Plos One. Both the financial ratios of these
models however were not found there, along with the CSR disclosure item for one of them. Upon

further inspection, the database on which the data for these variables was available (Wind
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Information Company Ltd.) is not a database that is accessible through Radboud University
unfortunately. This further influences the validity of the findings and conclusions from this paper.

The second limitation has to do with the regression. The replicated study claims that there were
3 fixed effects present in the regression analysis: year, industry, and firm fixed effects. When
incorporating all 3 of these fixed effects however, the coefficients from the SCA became incredibly
small, with the highest coefficient to be lower than 8.5E-12, or 8.5'2, which is why it was decided
to drop the industry fixed effects.

Recommendations for further research are to further conduct more SCA’s in the future, which
is not limited to the field of accounting either. This relatively young method of analysis possesses
a lot of potential benefits, and it would be a waste to not see them applied. Furthermore, the
relation between CSR disclosure and firm value can be researched more thoroughly, as the
literature is still very mixed about this relation. Should more potential benefits be discovered from
CSR disclosure, perhaps encouragement through regulation is something that is wise, as was with
the sample time-window. ldentifying more relevant types of financial ratios, to potentially be
used as moderators in this relation is also a recommendation, as finding from this paper are too

inconclusive to say with certainty how these perform in this relation.
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7 Appendix

Here in this appendix, the replication of the regression model from the replicated study will be

displayed. This can be seen in Appendix 1

APPENDIX 1. REPLICATION REGRESSION RESULTS

Model 1
Suppliers
Log assets 0.00
APTO 0.01
ICR
DPS
SP (Shareholder Protection)
CP (Creditor Protection)
DP (Delivery Protection) -0.14
APTO * DP -0.01
ICR * CP
DPS * SP

Model 2

Creditors

0.00

0.00***

-0.04

-0.00%***

Model 3
Shareholders

0.00

0.01
-0.09

-0.05

Replication from the original regression model replicated study *** Significant the at the 1 percent level. **

Significant at the 5 percent level. * Significant at the 10 percent level.
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All the model specifications can be found in Appendix 2:

APPENDIX 2. FuLL MODEL SPECIFICATIONS FOR SCA

outer_cutolf
valid_minc 0
valid_max: 0.1
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