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Does CSR Matter?
PRI growth 2006-2021, Assets Under Management and Number of Signatories

Over $121 Trillion in Assets Under Management and 3,826 signatories.



Does CSR Matter?
Firms spend tremendous time and effort on CSR efforts



Does CSR Matter?
Necessary Conditions for Firms to Spend on CSR

∗If any of these conditions exist, it is likely beneficial for CSR efforts to be carried out by a firm:

1. A company has no comparative advantage in socially responsible actions

→ $1 spent on a social initiative creates the same value as $1 spent by anyone else

2. Governments are well-functioning

→ They set the rules of the game, but regulation can be imperfect

3. Uncertainty in Projects, Principle of Multiplication

→ Does worker satisfaction matter?

∗Edmans (2022)



Paper Questions
What is the Stock Market Valuation of Corporate Social Responsibility?

The paper asks three related questions:

1. What is the stock market’s valuation of CSR activities of firms?

2. What are the determinants of the stock market returns?

3. Why does the stock market value CSR, and why is this seen as positive?



Stock Market Valuation of CSR – What Does This Paper Do?
Big Picture of the Paper

How does the paper attribute the corporate social responsibility of the firm to stock market valuation?

1. Collects press releases and statements from companies an classifies them

→ Hand label
→ BERT model
→ Classify them into (1) Environmental, (2) Inclusion, (3) Education, or (4) Poverty, while also accounting for corporate giving.

2. Builds an public concern measure to account for the time variation in sentiment towards such initiatives

→ Uses articles by the NYT, WSJ, USA Today to account for time variation
→ Uses the same indexes, and uses a moving window average over k periods

3. Uses market reaction to CSR News

→ Uses a Returns/CAR, with a -1/+1 window
→ Study the role of giving, folding in public CSR concerns
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Summary of Key Results
CSR initiatives can positively influence stock prices

1. Market reactions to CSR activities are markedly influenced by the public’s heightened concern for pertinent social issues.

2. CSR initiatives that individuals find challenging to replicate garner amplified market responses, especially in areas such as
environmental conservation and diversity promotion.

3. Companies enhance their CSR initiatives in response to emerging societal demands, strategically formulating their
optimal approaches to address these challenges.

4. There is a tempered market response to unfavorable earnings reports from firms heavily engaged in CSR.

>> Will focus on sharpening the results with the investment framework in mind



Comment 1 – Are All CSR Actions Valuable?
Can the Paper Tighten how it Measures CSR?

Chevron likely has a competitive advantage in energy. Inclusive employment is good business practice.

>> But are all CSR press releases valuable?



Comment 1 – Are All CSR Actions Valuable?
Can The Paper Tighten how it Measures CSR?

Many CSR initiatives are financially immaterial, and should not add value

>> This is for what is reported, are there CSR activities that are not reported?



Comment 1 – Are All CSR Actions Valuable?
...

There looks to be important selection into what is reported

>> Does this type of selection affect the measurement used in the paper?
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Comment 1 – Are All CSR Actions Valuable?

Can the paper sign and differentiate between easy vs. hard efforts?

Suggestion 1: Classify the new reports into positive and negative news?
• To the extent that CSR news is negative, can the paper sign the news?

• This might reduce the noise in the estimates, and also

Suggestion 2: Can the paper classify easy versus hard-to-implement efforts?
• Donations is ’easy’, however, 30 years of PRIDE is much harder



Comment 2 – What is the Optimal Response of a Firm?
What is the optimal response of the firm?

Let’s put the results on their head, what does this suggest for a firm?

• Should the Chief Sustainability Officer be using public announcements to push up their stock price?

• Can this be used to game?

• How do we understand the timing of the reporting, can this tell us something about the firm’s decision?

>> Is there any patterns that emerge from when they report?



Comment 2 – What is the Optimal Response of a Firm?
What is the optimal response of the firm?

Is the CSR reporting by firms random?

...

>> Looks to have significant seasonality, likely other important patterns too...
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Comment 2 – What is the Optimal Response of a Firm?
What is the optimal response of the firm?

Is it possible to test if firms are using CSR reporting to strategically?

Suggestion 1: Study more closely the choice of when and what to report
• Do firms repeat the news that helped them, see Tetlock (RFS 2011).

• Conditional on reporting, does the content of the reporting matter?

Suggestion 2: Can you measure the difficulty/time of some CSR activities
• This may help address issues of strategic reporting

• May also sharpen the results – currently using donation as st. vs. lt.



Comment 3 – Is there a deeper story to be studied?
What are the medium-term effects?

The current analysis focuses on the -1 to +1 CAR
• This helps shut down a lot of other possible channels that could be affecting the paper

• However, this is assuming a highly rational investor base that will adjust immediately to information

Suggestion: Study if there is a sorting of the investor base. How temporary is it? Why?
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Comments for the Author

• Interpretation of the result – corporate giving is just a transfer of wealth outside of the firm. Think of a dividend to a non-investor. Will not
increase value. Doing something may reduce future litigation risk.

• Firms that are more profitable are likely to employ CSR. Negative ESP

• I don’t follow – ”If strong profitability, which serves as an indicator of financial stability, mitigates potential negative effects of CSR on firm
value, then recent profitability should positively correlate with the value of CSR initiatives.”

• The paper is too long, intro should be 5-6 pages.

• Should make the index of articles that are CSR, or even an index of interest, good way of getting citations.

• Equation 1 looks wrong

• Wonky design, why are we taking a moving average, re-read 3 times

• Table 5 – looks like table 4, but drop time fe, using index as a proxy. Get the same coefficients.

• Explain your subscripts

• Make your tables consistent with the language

• Is table 6 description correct for the event?



Excited for this paper!

Important contribution studying an old but unanswered question

• Brings new machine learning approach to an interesting question

• Helps establish the value of different CSR initiatives of firms

• Shows the time variation in CSR sentiment – useful for other research

• Digging in more will help attribute CSR activity of firms to market value.




