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ABSTRACT 

 

This thesis aims to deepen our collective understanding of corporate social 

responsibility (CSR). The findings suggest the conventional aggregation of corporate 

social responsibility (CSR) raw scores and its interpreted impact on firm value is 

unsound. Instead, the value impact of CSR activities relies heavily on the relative 

position of the firm within its own industry. A firm tends to achieve a boost in value 

when it distinguishes itself over its peer firms. This finding is robust and holds for 

both responsible and irresponsible behavior. Information concerns and portfolio 

construction allude to a possible CSR clientele, which may suggest the existence of an 

optimal CSR level. 

Building on CSR’s effect on performance, the second part of the thesis focuses 

on the cultural drivers of CSR, using a geographic lens. This study investigates 

whether firm headquarter location is indicative of a firm’s CSR profile, and presents 

evidence that location affects firm value. The findings document that location has a 

large significant effect on the CSR profile of resident firms. The results contend that 

CSR varies significantly across geography. Furthermore, firms that diversify along a 

CSR continuum within their locale could share in an increase in value. The legal, 

cultural, and social demographic differences across geography explain some of the 

significant variation in CSR means between metropolitan statistical areas, states, and 

regions. More significantly, we show that CSR might destroy firm value. The result is 
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robust to concerns of endogeneity, as the socio-economic indicators are used as 

exogenous instruments for CSR.  

The last part of the thesis contends that CSR is a proxy for good management, 

and as a result CSR firms should be less likely to engage in myopic activities. It 

presents evidence of an association between discretionary investment and CSR. The 

results indicate that firms that engage in socially destructive behavior are more likely 

to engage in myopic activities. More importantly, our results indicate that CSR 

(specifically concern) can be considered a proxy for good management. This indicates 

that firms with high levels of socially destructive behavior are more likely to 

manipulate earnings through myopic behavior. However firms with high levels of 

strength behavior are not less likely to be myopic, and in some cases might be more 

likely. Our results shed light on the complex interplay between discretionary activities 

and the multifaceted impact of CSR on firm’s corporate activities. As a final point our 

results indicate that socially responsible behavior is a poor indicator of good 

management and is unrelated to myopic behavior with regard to other discretionary 

expenditures. However, a firm’s level of socially destructive behavior is significantly 

correlated with management quality and the likelihood that a firm might engage in 

myopic practices for the sake of earnings manipulation. 

 

 

 

 



v 

TABLE OF CONTENTS 

1. CHAPTER ONE: OVERVIEW .................................................................................................. 1 

2. CHAPTER TWO: DOES IT PAY TO OUTCLASS? .............................................................. 17 

2.1. RELATED LITERATURE ......................................................................................................... 21 

2.2. DATA AND METHODOLOGY.................................................................................................. 25 

2.2.1. Data ................................................................................................................................ 25 

2.2.2. Descriptive Statistics ...................................................................................................... 31 

2.2.3. Peer Groups .................................................................................................................... 35 

2.2.4. Methodology ................................................................................................................... 37 

2.3. RESULTS .............................................................................................................................. 38 

2.3.1. Intra-Industry Analysis ................................................................................................... 45 

2.4. ROBUSTNESS ........................................................................................................................ 47 

2.4.1. Curvilinear function ....................................................................................................... 47 

2.4.2. Lags ................................................................................................................................ 50 

2.4.3. Endogeneity .................................................................................................................... 51 

2.4.4. Alternative Measures of Performance ............................................................................ 56 

2.4.5. Awareness ....................................................................................................................... 57 

2.5. DISCUSSION AND CONCLUSION ............................................................................................ 60 

2.6. APPENDIX A ......................................................................................................................... 63 

A1. Peer groups ............................................................................................................................ 63 

A2. Additional Descriptive Statistics ............................................................................................. 73 

A3. KLD Variable Descriptions .................................................................................................... 74 

 

 



vi 

 

3. CHAPTER THREE: THE GEOGRAPHY OF CSR ............................................................... 89 

3.1. SUPPORTING LITERATURE .................................................................................................... 92 

3.2. DATA AND METHODOLOGY.................................................................................................. 97 

3.2.1. Data ................................................................................................................................ 97 

3.2.2. Methodology ................................................................................................................. 110 

3.3. RESULTS ............................................................................................................................ 111 

3.3.1. Locale Characteristics .................................................................................................. 118 

3.3.2. Impact of Geography and CSR on Tobin’s Q ............................................................... 126 

3.3.3. CSR Instruments ........................................................................................................... 129 

3.4. CONCLUSION ...................................................................................................................... 133 

3.5. APPENDIX B ....................................................................................................................... 135 

4. CHAPTER FOUR: CSR: THE MYOPIC BAROMETER? ................................................. 137 

4.1. ADDITIONAL LITERATURE .................................................................................................. 140 

4.2. HYPOTHESIS ....................................................................................................................... 143 

4.3. DATA & METHODOLOGY ................................................................................................... 147 

4.3.1. Methodology ................................................................................................................. 150 

4.4. RESULTS ............................................................................................................................ 161 

4.4.1. Identifying Myopia ........................................................................................................ 161 

4.4.2. Correlations .................................................................................................................. 164 

4.4.3. Myopia and Performance ............................................................................................. 169 

4.4.4. Likelihood of Myopia .................................................................................................... 174 

4.5. CONCLUSION ...................................................................................................................... 181 

5. CHAPTER FIVE: CONCLUSION ......................................................................................... 184 

6. REFERENCES .......................................................................................................................... 191 



vii 

 

LIST OF TABLES 

TABLE 2-1 ............................................................................................................................................... 31 

TABLE 2-2 ............................................................................................................................................... 33 

TABLE 2-3 ............................................................................................................................................... 34 

TABLE 2-4 ............................................................................................................................................... 35 

TABLE 2-5 ............................................................................................................................................... 41 

TABLE 2-6 ............................................................................................................................................... 49 

TABLE 2-7 ............................................................................................................................................... 52 

TABLE 2-8 ............................................................................................................................................... 61 

TABLE 3-1 ............................................................................................................................................. 106 

TABLE 3-2 ............................................................................................................................................. 109 

TABLE 3-3 ............................................................................................................................................. 114 

TABLE 3-4 ............................................................................................................................................. 122 

TABLE 3-5 ............................................................................................................................................. 128 

TABLE 3-6 ............................................................................................................................................. 132 

TABLE 4-1 ............................................................................................................................................. 151 

TABLE 4-2 ............................................................................................................................................. 163 

TABLE 4-3 ............................................................................................................................................. 166 

TABLE 4-4 ............................................................................................................................................. 171 

TABLE 4-5 ............................................................................................................................................. 176 

 

  



viii 

LIST OF FIGURES 

 

Figure 2-1………………………………………………………...………….…….....28 

Figure 2-2…………………………………………….………..……………….…….40 

Figure 3-1………………………………………………………..…………..……...107 

Figure 3-2……………………………………………..……………………..……...107 

  

  




