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Abstract

Purpose: This paper focuses exclusively on the drivers and consequences of Global Reporting
Initiative (GRI) adoption in sustainability reports with a particular focus on corporate social
responsibility (CSR) mechanisms.

Design/methodology /approach: The sample includes 63 countries with 4,625 unique firms in these
countries and 29,054 firm-year observations between 2002 and 2019. The empirical methodology
is logistic and linear regression analyses with country and year fixed effects.

Findings: The findings show that CSR committees and executive CSR compensation stimulate
firms’ GRI adoption. Furthermore, while GRI adoption enhanced firm value in the earlier period of
2002-2010, it weakened firm value in the later period between 2011-2019 implying a loss of value
relevance. However, the moderating effect of CSR committees and executive CSR compensation on
GRI adoption has led to higher firm value in recent times. A more in-depth investigation of polluting
versus non-polluting sectors and weak and strong institutional environments reveals both
convergence and divergence respectively among these sub-samples. The results are robust to
alternative samplings, alternative methodology, and endogeneity concerns.

Originality: It is not clear in the literature if CSR committees will adopt the GRI for sustainability
reporting (SR) because of any incentive. Thus, we examine if the CSR committee and executive
CSR compensation can play a direct role in GRI adoption and play a moderating role between GRI
adoption and firm value. Moreover, whether GRI adoption and its value relevance might change
across periods, sectors (polluting versus non-polluting), and varying institutional environments
(investor protection) are addressed in this study.

Research limitations/implications: The main limitations of the study are the binary nature of key
variables, such as CSR committee, executive CSR compensation, and GRI adoption, due to the
availability of binary data but not continuous data.

Practical Implications: Firms allocate substantial funds for SR and following GRI guidelines;

hence, the findings guide them on how to ensure the return on this investment.

Social implications: Shareholders who particularly pursue socially responsible investment can
shape their investment portfolios in firms that engage with sustainability reporting and GRI adoption

practices.
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1. Introduction

In 2018, the then CEO of the Global Reporting Initiative (GRI), Tim Mohin? mentions during
an interview that sustainability reporting (SR) is a new normal. Over the years, there has been
increasing pressure on corporations to share the impact of their social responsibility initiatives on
financial performance with their shareholders and all business stakeholders (Boiral and Henry,
2017). As a result, a large number of global companies decides to adopt the GRI for SR. For
example, by 2020, the global adoption of the GRI, as an effective tool of SR, has increased to 96%
from the 37% reported during its inception period in 1999 (Jain et al., 2021). The main reasons for
the rapid increase in popularity of the GRI in SR are because this comprehensive reporting standard
is highly transparent, and any SR following the standard is easily comparable (Diouf and Boiral,
2017). The rapid adoption of the GRI across global companies for SR is extensively discussed in
the research. However, past research has proved the superiority of the GRI after comparing it with
other forms of SR followed by companies prior to the introduction of the GRI in 1999 (Kuzey and
Uyar, 2017). There is no doubt that the adoption of the GRI allows companies to efficiently
communicate their strategies to outside stakeholders regarding non-financial activities (Schadewitz
and Niskala, 2010). However, there are conflicting views about the implication of the adoption of
the GRI for financial performance (Yang et al., 2021). Thus, there is still a need for a better
understanding of how corporate SR can improve firm value.

Corporate social responsibility (CSR) is a complex corporate governance process that
involves extensive strategic initiatives by board members and executives of the firm, but it has not
been discussed in detail in the academic literature (Cosma et al., 2021; Radu and Samili, 2022). With
the publication of Howard Bowen’s book on the social responsibilities of the businessman, the
definition of CSR has started changing. According to modern CSR, corporations are required to
balance their responsibility toward shareholders and the environment and society (Laskar and Maji,

2016). Thus, it is evident that CSR is essential for the sustainable survival of firms. In 1987, when

2 https://www.cpajournal.com/2018/07/23/sustainability-reporting-becomes-the-new-normal/ (accessed 27 December

2021).




the World Commission on Environment and Development published the Brundtland Report, the
corporate world started examining the link between SR and firm performance (Malarvizhi and
Matta, 2016). The demand from corporate stakeholders for a firm’s social responsibility started
growing over years. The components of the sustainability control system of a corporation and its
impact on firm performance started attracting attention in the corporate governance literature
(Mahmoudian et al., 2020). Thus, the need for comprehensive SR and the adoption of the GRI has
gained importance in practice.

It is a common corporate practice to have a specific task-related board committee for
efficient board monitoring. Adopting CSR and, therefore, creating awareness and communicating
related innovations to the business stakeholder is a strategic decision that is the responsibility of the
board or more precisely, a specific board committee (Oh et al., 2018). Thus, most big companies
have a dedicated CSR committee to take the responsibility of introducing CSR and assist the firm
to adopt the globally accepted SR standards to translate the investment in CSR to increased firm
value (Kilig et al., 2021b). In other words, the characteristics of the board committee affect the
environmental and social performance of firms (de Villiers et al., 2011). Moreover, existing
literature presents a debate around executive CSR compensation as an incentive for CSR
achievements (e.g., Kolk and Perego, 2014). Some companies that have ranked higher on the Dow
Jones Sustainability Index for five consecutive years do not use CSR compensation as an incentive
because of a weak link between environmental targets and environmental performance (Russo and
Harrison, 2005). Though the use of CSR targets cannot automatically produce better CSR
performance (Maas, 2018). So, the adoption of CSR-related targets in executive compensation can
lead to a higher number of CSR initiatives (Flammer et al., 2019). It is also notable that large
companies increasingly tie executive compensation to CSR achievements®. However, it is not clear
in prior literature if the CSR committee will adopt the GRI for SR because of any incentive, e.g.,
executive CSR compensation (Derchi et al., 2021).

Thus, to address the above-mentioned research gap in the literature on CSR and SR, we
examine if the CSR committee and executive CSR compensation can play a direct role in GRI
adoption and moderate the relationship between GRI adoption and firm value. Besides, although

prior literature on financial reporting has documented the GRI adoption or its value-enhancing role

3 Half of FTSE 100 companies link executive pay to ESG targets, available at https:/www.ft.com/content/609eaeSe-
1576-4081-9340-5d5001b5b02¢ (accessed 20 June 2022).




(Yang et al., 2021) in a generic way, there is still a gap in our knowledge about how GRI adoption
and its value relevance can change across periods, sectors (polluting versus non-polluting), and
varying institutional environments (investor protection). We address these perspectives in further
tests after the main analysis.

Based on 29,054 data points collected from the Thomson Reuters Eikon for 63 countries, we
found that the corporate CSR mechanisms (CSR committees and executive CSR compensation)
signal firms’ GRI adoption. The GRI adoption enhances firm value in the earlier period of the sample
(2002-2010), but the impact becomes weaker in the later period between 2011-2019 implying a loss
of value relevance of SR. Moreover, we find that both the CSR mechanisms play a moderating role
in GRI adoption, which leads to a higher firm value in the recent period. The results hold when we
re-run the analysis on alternative samples, test different relevant methodologies, and check the
possibility of endogeneity.

Our empirical findings contribute to the academic literature on SR. We establish a significant
relevance of GRI adoption on firm value in a cross-country setup across polluting and non-polluting
industries. In addition, the governance mechanism, which consists of the CSR committee together
with the executive CSR compensation, gives a new direction for scholars to consider in the
discussion of value relevance in GRI adoption. The practical relevance of the study is far-reaching.
Tying up executive CSR compensation with the corporation’s CSR strategies makes it possible to
reduce the conflict of interest among executives and shareholders in the adoption of SR standards,
which in turn enhances CSR performance across countries. Our paper shows that practitioners
should explore ways or mechanisms to enrich the signaling ability of GRI-based SR and to ensure
positive market stakeholder reaction. The drivers and consequences of GRI adoption in
sustainability reports allow firms to focus particularly on CSR mechanisms (Derchi et al., 2021).
Adoption of the GRI will generate socio-economic benefits for a country. Moreover, policymakers
and regulators will find new factors to consider in their corporate policies related to SR. The findings
of this study will allow firms’ decision-makers to identify possible trade-off opportunities between
the costs and benefits associated with GRI adoption for the betterment of society. By testing the role
of contingencies in the hypothesized relationships, we suggest future studies consider this role in
the implications of SR for firm value, such as considering the substitutability or complementarity of

internal and external governance mechanisms.



In the next section, we explain the theoretical underpinning of the hypotheses discussed in
this study. Later, we discuss the research methodology and the empirical findings. Finally, we
summarize the implication of the findings, and the contribution of the study, followed by the

limitations, and we suggest possible future studies based on the current study.

2. Theoretical framework and hypotheses

CSR is the focal point in the firm’s sustainable ecosystem. There are different standards for
SR, and stakeholders of firms have various motivations for reporting their sustainability initiatives
(Al-Shaer etal., 2021; Simmons et al., 2018). Though there is no consensus about which SR standard
to follow, the GRI is widely adopted mainly because of its comprehensiveness and comparability
features (Narula et al., 2021). However, firms in environmentally sensitive industries (e.g., energy
firms) prefer to follow GRI reporting guidelines to get external assurance (Karaman et al., 2021).
The higher comparability feature of GRI reporting allows firms to gain competitive advantages in
the financial market (Dong and Xu, 2016; Yu et al., 2017). Furthermore, the comprehensive features
of the GRI help the business stakeholders to form a complete picture of the socio-economic
responsibility of the company, which enables them to capitalize on their image and reputation
(Bolton et al., 2011).

The structure and composition of the board are extensively discussed in literature about its
role in CSR performance and SR (Burke et al., 2019). However, recent studies explaining the
relationship between corporate governance and CSR have highlighted the importance of the CSR
committee (Oh et al., 2018). Prior literature on corporate governance and CSR discusses CEOs’
interest in CSR, but there is a higher possibility that CEOs may not have sustainability leadership
and lack broader sustainability-related knowledge (Peters et al., 2019). Thus, we identify a need for
an upper echelon view of the top management team in any successful adaptation of SR. Any firm
that has a CSR committee is sending a clear signal to the outside stakeholders about their positive
attitude towards sustainability issues (Amran et al., 2014). We find evidence that the signal receiver
assesses the CSR quality of the firm based on the signal shared by the company (Bergh et al., 2014).
So, paying equal importance to financial and non-financial factors in the business model enhances
signaling and improves engagement with stakeholders, which in turn, supports the application of the
signaling and stakeholder theory in practice. The existing literature is inconclusive about how GRI

adoption for SR by the CSR committee could be value-relevant for their stakeholders (Pucheta-



Martinez et al., 2019). When a company has a CSR committee, there is a high possibility of a
collective initiative of the top management committee supporting a more complete CSR engagement
and reporting via the GRI instead of an individual CEO’s efforts, and thus, we develop the following
hypothesis:

H1: Having a CSR committee stimulates GRI adoption in sustainability reports.

One major tool to mitigate agency conflicts between shareholders and executives is
incentive-based compensation (Derchi et al., 2021). There is evidence of executive incentive in the
attainment of the firm’s long-term CSR targets (Al-Shaer and Zaman, 2019). However, the findings
regarding executive incentives in the CSR performance literature are inconclusive because only very
recent studies have started considering the CSR committee and begun exploring its link with
executive CSR compensation (Peters et al., 2019). Over the years, integrating CSR criteria into
executive compensation has become increasingly popular, as such schemes provide an incentive for
the executives to take steps to improve their CSR performance; this forms a close link between
executives and their stakeholders, and the interests of both parties start converging in the near future
(Tsang et al., 2021). According to the upper echelon theory, firm performance reflects executive
performance (Hambrick and Mason, 1984); instead of focusing on one particular CEO, the theory
considers a combined impact of the executives. Additionally, in the context of signaling theory, we
observe a stronger signal about the positive CSR attitude of companies to their stakeholders, as the
signal can be delivered by the executive committee rather than by an individual CEO (Peters et al.,
2019). The positive association between GRI adoption and CSR performance is already established
in the literature and practice (see, Yang et al., 2021). With the growing importance of CSR, the
board governance focuses on protecting the interest of their business stakeholders as demanded by
stakeholder theory (Kili¢ et al., 2021b). Corporations are investing in establishing sustainability
committees to take care of their CSR strategies (Burke et al., 2019). The underlying intuition of
stakeholder theory is to reduce the information asymmetry between a firm and its stakeholders. With
the existence of an executive committee, we expect fewer agency problems, as top executives may
aim to achieve the same objective as their company. Hence, when the executive committee is
motivated to do CSR, we expect a higher motivation for the same SR. Thus, we would expect to
observe an impetus from the CSR committee for adopting the GRI not only to improve CSR

performance (Malarvizhi and Matta, 2016) but also for SR. However, before communicating to their



stakeholders about their CSR performance, firms need to adopt certain standards for SR, which
allow stakeholders to compare a firm’s non-financial performance with that of the firm’s peers (Jain
et al., 2021). Usually, there is a causal relationship between CEO incentives and CSR performance
(Velte, 2019). CSR contracting has the potential to fulfill the stakeholders’ higher demand by
compensating for institutional voids (Flammer et al., 2019). However, this is not evident in the
literature about the impact of the aforementioned causal relationship in GRI adoption and if the
incentive could be the executive CSR compensation. Based on the above argument we test the

following hypothesis:

H2: Executive CSR compensation stimulates GRI adoption in sustainability reports.

With the increasing demand for a firm to engage in social and sustainable activities,
researchers have started to ask why a firm needs to be sustainable (Campbell, 2007). Similarly, some
firm executives begin sharing additional non-financial information with their investors, customers,
and creditors to positively influence their financial performance. It turns out to be a new norm for
firms to report their sustainability activities to signal the company’s good intentions and so attract
investors and other stakeholders (Berthelot et al., 2012). According to the stakeholder theory
proposed in 1984, the performance of the firm can improve when the managers’ and the
stakeholders’ interests are aligned with each other (Freeman, 2010). Firms started observing an
exponential increase in their firm value when they start effectively signaling and communicating
their sustainable strategies with external stakeholders (Laskar and Maji, 2016). For example, a firm
that behaves responsibly toward the environment or has other sustainable goals should incorporate
the legal requirements into its operational strategy (Kim et al., 2018). However, at the same time,
according to the underlying requirement of stakeholder theory, the firm needs to perform stakeholder
communication management to share its CSR initiatives to generate a higher value for the firm (Li
et al., 2020). In addition, to share the firms' actual CSR activities, the stakeholders aim to assess the
true intention of the firms regarding CSR. Through the lens of signaling theory, we observe the firm
intentionally keeps signaling the positive attributes to their stakeholders to generate higher firm
value (Connelly et al., 2011). The positive association between SR and firm value holds in emerging
countries (Kuzey and Uyar, 2017; Orazalin and Mahmood, 2019). However, the world economy
observed a need for comprehensive and easily comparable standards to be followed by firms to allow

SR. Indeed, the expression of interest in a globally accepted standard for SR came from a range of



industries and countries (Chen et al., 2015). The worldwide adoption of the GRI cannot be linked
only to the higher awareness of sustainability by the corporate world. In fact, firms tend to observe
an increase in their value after adopting the GRI (Marimon et al., 2012). In reality, the firm value
can increase when it can signal a true and fair view of its business responsibility to its stakeholders
(Chen et al., 2015). Thus, the GRI plays an instrumental role for corporations in the diffusion of
CSR information in the network of stakeholders through SR (Jain et al., 2021). To understand how
the GRI-based SR could affect the firm value, we test the following hypothesis:

H3: GRI adoption in sustainability reports increases firm value.

The importance of the GRI receives attention in several countries after the United National
Environment Programme in 1999. Firms prefer the GRI to other standards mainly because its
comprehensive nature is useful for SR (Orazalin and Mahmood, 2019). In addition, the GRI allows
firms to signal to their stakeholders about their intentions regarding CSR and to report their genuine
sustainability approach instead of the pressure of reporting based on good and bad parameters
(Fuente et al., 2017). The adoption of the GRI needs the corporate board to have extensive interest
in CSR (Uyar et al., 2021). Following the concept of the upper echelon theory, we argue that the
executive committee is responsible for the CSR activities instead of one executive. The executive
committee is interested in increasing the firm value, and thus, there is a higher possibility of them
together adopting the GRI for SR. An efficient corporate board always prefers to keep its business
stakeholders informed about their financial and non-financial strategies and policies to signal their
strategic move towards the long-term sustainable value of the firm (Godos-Diez et al., 2018).
However, the decision about CSR and the diffusion of the related information to outsiders in an
efficient manner is not dependent on the individual characteristics of the board members (Dixon-
Fowler et al., 2017). The responsibility for reducing information asymmetry with external
stakeholders and maximizing the attainment opportunity of CSR is well explained by various
attributes of the board (Cui et al., 2018). In the recent literature, we find important discussions about
the contribution of the CSR committee to the attainment of a higher level of CSR performance (Uyar
et al., 2021). It is evident that in firms where there is a CSR committee, the non-financial activities
of firms are assured because of the better quality of CSR (Ballou et al., 2018). The motive for having
a dedicated CSR committee is well explained by the underlying strategic intuition of stakeholder

theory. The CSR committee and its members are responsible for giving a strong signal to external



stakeholders about the firm’s responsibility towards society and the environment. The CSR
committee also introduces relevant policies and applies a strategic approach in presenting SR by
linking it to firm value for the long term (del Mar Alonso-Almeida et al., 2014). In the signaling
process of CSR intention by the firm, there is a high chance that the CSR committee may adopt the
GRI to explain the firm value to the external stakeholder (Kilig et al., 2021b). Thus, we propose the
following hypothesis:

H4: CSR committee moderates the association between GRI adoption and firm value.

The increasing demand from corporate stakeholders about the firm’s orientation towards
CSR expects a coordinated effort of the executives of the firm; the stakeholders expect quality
information from the company when the executives are part of a committee. In the corporate world,
executive compensation is linked with firm performance (Nandy et al., 2021), and we find evidence
in the recent literature on executive CSR compensation (Uyar et al., 2021). In addition, the
compensation committee links CSR targets with CSR compensation (Al-Shaer and Zaman, 2019).
Thus, there is a high possibility that the incentive to achieve a firm’s CSR target positively influences
the firm’s CSR performance. Higher CSR achievement levels lead to SR engaging external
stakeholders in the firm’s value creation model (Yang et al., 2021). In other words, investors have a
positive attitude towards firms with better CSR, especially when the CSR achievement by executives
is linked with their compensation (Brown-Liburd, and Zamora, 2015), as the investors, who are the
primary stakeholders of the firm, get assurance that the managers as a committee are leading the
business towards a sustainable future. However, there are mixed findings about the relationship
between executive CSR compensation and company performance (Maas, 2018). Usually, the
country-level institutional set-up influences the stakeholders’ orientation, which, in turn, affects the
success of the CSR initiatives taken by executives and the related performance (Liao et al., 2021).
Thus, in countries with weaker stakeholder orientation, we find evidence of higher executive CSR
compensation (Tsang et al., 2021). In such instances, executives’ long-term pay is positively
associated with long-term CSR performance (Velte, 2019). The positive association between
executive CSR compensation and firm performance provides enough scope for the firm to adopt a
transparent SR strategy (Radu and Smaili, 2022). In other words, we can find a motivation for the

firm to adopt the GRI as an SR tool. Thus, we examine the following hypothesis:
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HS: Executive CSR compensation moderates the association between GRI adoption and firm
value.

3. Research methodology

This section includes our various approaches to data analysis. Initially, the data is retrieved,
cleaned, and prepared for analysis. In the next phase, the raw data is subject to data preprocessing.
In the univariate analysis, the variables are summarized based on descriptive statistics and frequency
analysis. The correlation analysis presents the Pearson correlation coefficient. In addition, our
baseline model includes the country-year fixed-effects regression analysis. As robustness tests, we
apply an alternative methodology, conduct sub-sample tests, and follow an alternative analysis

method to address endogeneity concerns.

3.1. Variables

In this study, following previous studies, the firm CSR mechanisms are represented by two
binary variables, namely, the CSR committee (SustComm) and the executive CSR compensation
(ExCompen) (Mahmoudian et al., 2020; Uyar et al., 2021). The data on CSR mechanisms and
financial variables are retrieved from the Thomson Reuters Eikon database. Although prior studies
have used board structure proxies (i.e., size, independence, and diversity), recent studies use CSR
mechanisms (e.g., CSR committee and executive CSR compensation) to capture the firms’ growing
CSR practices (Radu and Smaili, 2022). To examine whether firms adopt GRI guidelines in crafting
sustainability reports, we followed the recent trend in the literature and used a binary variable to
specify GRI adoption (Kilig et al., 2021b). Firm value is measured by Tobin’s Q (TobinQ) measured
by the market capitalization of firms plus the book value of liabilities scaled by the book value of
total assets (Cummins et al., 2006; Chen et al., 2020; Kusnadi, 2019). We adopt Tobin’s Q as a
proxy of firm value, as it better reflects firms’ growth opportunities and investor reaction, which is
very compatible with the notion of how the GRI is perceived in the stock market (Cummins et al.,
2006; Rubera and Droge, 2013). The three sets of control variables used in the analysis are board
characteristics, namely, board size (Bsize) and CEO duality (CEOduality); firm’s financial
characteristics, namely, firm size (Fsize), return on assets (ROA), leverage, and current ratio
(CRatio); and ownership structure, namely, free float percentage (FFloat) (Karaman et al., 2018;
Kilig et al., 2021b; Kuzey and Uyar, 2017). While board size is considered an important factor in

the functioning of the board mechanism, such as in reaching a consensus and making decisions
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(Cheng, 2008), CEO duality/power is found to be harmful to CSR disclosure (Muttakin et al., 2018).
Moreover, larger, more liquid, and better performing firms are exposed to greater public scrutiny
and may have a higher level of financial and human resources to allocate for SR, and financial
leverage might stimulate firms to be more transparent to meet contractual obligations (Bhuiyan and
Nguyen, 2020; Karaman et al., 2018; Kuzey and Uyar, 2017). Finally, ownership structure can
reflect shareholders' expectations of firms' opaqueness or transparency (Gamerschlag et al., 2011;

Karaman et al., 2018). The variables are listed and defined in Table 1.

[Insert Table 1 here]

3.2. Sample

The sample includes 63 countries with a total of 4,625 unique firms in these countries and
29,054 firm-year observations*. The research sample period considers SR between 2002 and 2019
to check whether GRI guidelines are adopted or not. The sample period starts with 2002, as it is the
initial year for which GRI adoption data exist in the Thomson Reuters Eikon database,’ and it ends
with 2019 since that is the most recent year in the database when we start to retrieve the data. We
apply various data screening processes to the raw data set before testing the research hypotheses
(Hair et al., 2019). The initial descriptive statistics results indicate that some of the research variables
have heavy skewness with the extreme values in the tails with a significantly large variability around
the mean values. Therefore, TobinQ, Bsize, ROA, Leverage, and CRatio are winsorized at one
percent of both the lower and upper tails by replacing the extreme values with their winsorized

counterpart values (Cox, 2006).

In the next stage, we conduct a multivariate outlier detection process. The Minimum Covariance
Determinant (MCD) method, a more robust approach than the Mahalanobis distance, is performed
to examine the significant outliers (Verardi and Dehon, 2010); 21 significant multivariate outliers
are detected and subsequently removed from the research sample. The final sample size of 29,054

firm-year observations is used in our analysis.

* The sample distribution is obtainable from the authors; we could not include it in the paper due to the word-count limit
of the journal.

5 We should also note that the first version of GRI was published in 2000, and hence, firms disclosed their first GRI-
based sustainability reports in the early 2000s (Greiling et al., 2015; Parsa et al., 2018).
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In addition, we analyze the missing data. The ratios of the firm-year missing observations
are TobinQ — 0.47%, Bsize - 0.19%, Fsize — 0.15%, ROA — 0.53%, Leverage — 0.15%, CRatio —
2.60%, and FFloat — 0.70%. Missing values with a ratio of less than 5% are inconsequential, which

supports our above analysis (Schafer, 1999).

In the final data screening phase, the variables with the missing values were imputed even if
the ratio was small and could be inconsequential. The Markov Chain Monte Carlo (MCMC) method

is used to impute these variables based on linear regression for scaling the variables.

The sample distribution based on sector and the year are presented in Table 2. The percentage
of the firm-year observations in sectors is as follows: Financials — 18.75%, Industrials — 18.11%,
Consumer cyclicals — 13.85%, Basic materials — 12.57%, Consumer non-cyclicals — 8.35%,
Technology — 7.46%, Energy, 6.65%, Utilities — 5.86%, Healthcare — 5.10%, and
Telecommunications services — 3.28%. The sample distribution based on years indicates that
observations range between 0.13% in 2002 and 15.25% in 2019 with a steady increase in the size of

the observation in each year.
[Insert Table 2 here]
3.3. Empirical methodology

Three groups of research models are proposed in this research paper. The country-year fixed-
effects (FE) regression analysis was performed to investigate the research models to alleviate the
possible time-variant endogeneity issues (Nunn, 2007; Feenstra et al., 2013; Schons and Steinmeier,

2016; Rjiba et al., 2020).

Logistic regression analysis: Following Karaman et al. (2021), the first group of the research
models incorporates country-year FE logistic regression analysis as the dependent variable is binary
categorical data. The formulation of the research models is presented in equation (1). In this
equation, we tested the effect of SustComm and ExCompen on GRI adoption (to test H1 and H2) as
well as the effect of ExCompen on SustComm existence (not hypothesized). The dependent
variables are SustComm and GRI represented by the term “Y;”’; ExCompen and SustComm are the
independent testing variables while Bsize, CEOduality, Fsize, ROA, Leverage, CRatio, FFloat,

country effect, and year effect are the independent control variables. The independent testing and
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the control variables are represented by the term “X;”. In Equation (1), “#;” is the regular error term.
The effect of ExCompen is examined when the dependent variable is SustComm while the effects

of ExCompen and SustComm are examined when the dependent variable is GRI.

P(Y; =1|X;) = F(Bo + BiXi + ;) i=1,...N; where F=¢&/(1+e) is the logistic
(distribution) function. (1)

Linear regression analysis: Following Chang et al. (2019), the second group of the research
models is subject to the country-year FE regression analysis with the continuous numerical
dependent variable. The formulation of the research models is presented in Equation (2) below. In
this model, we test the direct effect of GRI adoption on TobinQ (to test H3). The dependent variable
is TobinQ represented by “y;” term. The independent testing variable is GRI while the independent
control variables are Bsize, CEOduality, Fsize, ROA, Leverage, CRatio, FFloat, country effect, and
year effect. The independent testing variable as well as the control variables are represented by the
“X;” term in Equation (2). In Equation (2), the regular error term is represented by the “¢;” term.
Three sub-samples based on three time periods were used in the analysis: 2002-2019, 2002-2010,

and 2011-2019. The research models are analyzed using these three time periods to explore if there

were any variations in the GRI adoption across these periods.
yi= a+ IBXl + € i=1,...N (2)

Moderation analysis: The third group of the research models incorporated a moderation
analysis, which test the moderating role of SustComm and ExCompen on the relationship between
GRI adoption and TobinQ (to test H4 and HS5). Hayes’s (2017) moderation analysis approach using
a Stata module developed by Jose (2013) is used to test the research hypotheses regarding the
moderation analysis. In Equation (3), TobinQ is the dependent variable represented by the “y;” term;
GRI is the independent testing variable represented by the “x;” term; SustComm and ExCompen
are the moderating variables represented by the “M;” term; and the “x»” term represents the

independent control variables as before.

vi=o + fixii + oM + B3(x1i+ M) + fax2i + € i=1,...N (3)
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Robust standard errors that are heteroscedasticity-consistent are reported in the results of the
analyses by using the Huber Sandwich Estimator (Huber, 1967; White, 1980). The implementation

of robust standard errors can alleviate the risk of heteroscedasticity issues (Wooldridge, 2020).
3.4. Multicollinearity

The multicollinearity analysis is performed to determine if there is a significant correlation
between the independent research variables. The results indicate that the values of variance inflation
factor (VIF) range between 1.02 and 1.81. The values of VIF are significantly lower than the
suggested cut-off value of 10 (Neter et al., 1996; Kennedy, 2008; Hair et al., 2019). Therefore, there

is no risk of multicollinearity issues among the independent variables of the research models.
4. Empirical findings
4.1. Descriptive statistics

The descriptive statistics of the research variables are presented in Table 3. The results show
that the existence of GRI, Sustcomm, ExCompen, and CEOduality are 62%, 73%, 30%, and 33%
respectively. Moreover, the average of TobinQ is 1.64 ranging from 0.62 and 9.36 with a relatively

small variability of 1.15 around the mean value.
[Insert Table 3 here]
4.2. Correlation analysis

The linear bivariate correlation analysis of the research variables is reported in Table 4. The
SustComm and ExCompen have a significant and positive linear correlation with GRI (p<0.05)
while SustComm and ExCompen have a significant and negative linear correlation with TobinQ
(p<0.05). Finally, there is a significant and positive linear correlation between SustComm and

ExCompen (p<0.05).
[Insert Table 4 here]

4.3. Baseline analysis
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The country-year FE logistic regression analysis is reported in Table 5. The results show that
ExCompen (p<0.01) has a significant and positive relationship with SustComm (Column #1), and
GRI (Column #3). Also, SustComm (p<0.01) has a significant and positive relationship with GRI
(Column #2). Finally, ExCompen and SustComm are included in the analysis simultaneously
(Column #4). The results indicate that both ExCompen (p<0.01) and SustComm (p<0.01) have a
significant and positive relationship with GRI. Thus, H1 and H2 are both supported by the empirical
findings implying that having both a CSR committee and executive CSR compensation stimulate
GRI adoption in sustainability reports. Furthermore, we tested reverse causality running from GRI

to ExCompen (Column #5) and found that GRI adoption predicts ExCompen (p<0.01).
[Insert Table 5 here]

Table 6 reports the results of the country-year FE regression analysis (Column #1-3). The
research models were analyzed under three different periods, specifically, 2002-2019, 2002-2010,
and 2011-2019, to explore whether there was a change in the value relevance of GRI across periods.
We found GRI (p<0.01) has a significant and positive relation with TobinQ during 2002-2010.
However, GRI (p<0.10) has a weak significant and negative relationship with TobinQ during 2011-
2019, and there is no significant relationship between the same variables when the sample period is
2002-2019. Thus, the results show the importance of considering different periods separately in
studies related to GRI adoption. Hence, while H3 is supported between 2002 and 2010, it is not
supported between 2002-2019 and 2011-2019. This implies that GRI adoption in sustainability

reports increases firm value in the earlier period, but not in the latter period.

The findings of the moderation analysis with country-year fixed-effects by incorporating
SustComm and ExCompen as moderators are presented in Table 6 (Column #4-7). The results are
reported for two different periods: 2002-2019 and 2011-2019. We performed a moderation analysis
for these periods since GRI is insignificant and significantly negative in these periods, respectively.
Hence, the moderating role of SustComm and ExCompen on the relationship between GRI and
TobinQ was analyzed to see whether having a sustainability committee and executive CSR
compensation helps to translate GRI adoption to firm value in these periods. The results reveal that
the interaction variables, GRI*SustComm (p<0.01) and GRI*ExCompen (p<0.01), have a
significant and positive association with TobinQ for both the 2002-2019 and 2011-2019 time
periods. Thus, SustComm and ExCompen are significant moderating variables when translating GRI
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adoption to firm value, which confirms H4 and HS5 respectively. This implies that the CSR
committee and executive CSR compensation moderate the association between GRI adoption and

firm value.
[Insert Table 6 here]

The moderating roles of SustComm and ExCompen are illustrated by the simple plots of the
interaction variables in Figures 1, 2, 3, and 4. The plots illustrate that the interactions are significant.
Both the existence of SustComm and ExCompen have a positive slope on the relationship between
GRI and TobinQ. Specifically, when SustComm and ExCompen exist, the GRI has a positive impact
on TobinQ (slopes are positive), whereas when they do not exist, the GRI has a negative impact on

TobinQ (slopes are negative).
[Figure 1 here]
[Figure 2 here]
[Figure 3 here]
[Figure 4 here]
4.4. Robustness checks and further tests

The results obtained from the baseline research models were checked using various
robustness tests. Toward this end, several further analyses were performed by excluding the financial
sector, excluding the US-based firms, performing an alternative regression analysis, incorporating
one firm-year lag of the independent testing variables, excluding firm-year observations of South
Africa (2011 and later), and of India (2015 and later) to consider their regulations mandating SR,
dividing the sample into polluting versus non-polluting industries, and considering the institutional

quality (i.e., the strength of investor protection) of the countries that the firms were affiliated to®.

First, the financial sector was excluded from the research sample due to the possibility of

exposure to different regulations (Hamrouni et al., 2020). The results concerning the first group of

¢ The outputs of the robustness tests are obtainable from the authors; we could not include them in the paper due to the
word-count limit of the journal.
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the research model indicate that ExCompen (p<0.01) has a significant positive relationship with
SustComm. Also, ExCompen (p<0.01) and SustComm (p<0.01) have a significant positive
relationship with GRI.

The results of the second and the third group of the research models excluding the financial
sector show that GRI (p<0.01) has a significant positive relationship with TobinQ only for the 2002-
2010 period. Both interaction variables including GRI*SustComm (p<0.01) and GRI*ExCompen
(p<0.01) have a significant and positive relationship with TobinQ for both the 2002-2019 and 2011-

2019 periods, which is consistent with the baseline analysis.

Second, the US-based firms were excluded from the research samples due to them being the
most dominant country in the sample, which may make the results misleading. The proposed models
were re-run using the new alternative sub-sample excluding US-based firms. The results of the first

group of research models are compatible with the baseline analyses.

The results of the second and the third group of the research models excluding US-based
firms reveal that GRI (p<0.01) has a significant positive relationship with TobinQ for the 2002-2010
period while GRI has a significant and negative relationship with TobinQ for both 2002-2019
(p<0.10) and 2011-2019 (p<0.01) periods. Thus, the exclusion of US firms from the sample
produced stronger negative effects of GRI on firm value for the 2002-2019 and 2011-2019 periods.
Furthermore, both interaction variables including GRI*SustComm (p<0.01) and GRI*ExCompen
(p<0.01) have a significant and positive relationship with TobinQ for both the 2002-2019 and 2011-
2019 periods.

Third, an alternative logistic regression estimator was used for examining the first group of
the research models by using the random-effects (RE) logistic regression analysis. The results

remained the same as the previous test.

We used an alternative regression analysis to examine the second research model using a
Two-Stage Least Squares (2SLS) regression analysis. The one firm-year lag of GRI as the
independent testing variable and the industry-level average of GRI excluding focal firm, GRI(t-1)
and GRI(IndAve), were used as the instrumental variables since they could be correlated with the

endogenous variables but could not be correlated with the error term (Wooldridge, 2010,
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Wooldridge, 2020; Ngare et al., 2014; Bellemare, et. al., 2017, Godos-Diez et al., 2018). The 2SLS
regression analysis could alleviate the endogeneity and omitted variable bias risks (Angrist and
Krueger, 2001; Sun & Yu, 2015; Cui et al., 2018; Wooldridge, 2020). The results of the first stage,
second stage, Wu-Hausman test of endogeneity, the test of overidentifying restriction, and weak
instrument tests are reported in the output. Accordingly, the Durbin-Wu-Hausman test (Null
Hypothesis: The regressors are exogenous) shows that the regressors were endogenous, which
indicates that the 2SLS approach could be used. The Sargan test of overidentifying restriction
revealed that all the instruments were valid. Moreover, the values of the test of weak instruments
based on the F-value for the joint significance of instruments were significantly greater than the rule
of thumb of 10, which indicates that the instruments were not weak (Stock et al., 2002). The results
reveal that GRI (p<0.01) has a significant positive relationship with TobinQ for the 2002-2010
period while GRI (p<0.01) has a significant negative relationship with TobinQ for the 2011-2019
period.

In addition, one firm-year lag of the independent testing variables was included the second
and third groups of the research models. The result reveals that GRI(t-1) has a significant and
positive relationship with TobinQ for the 2002-2010 period (p<0.01). Moreover, both the interaction
variable of GRI(t-1)*SustComm(t-1) and of GRI(t-1)*ExCompen(t-1) have a significant and
positive relationship with TobinQ for both the 2002-2019 (p<0.01) and 2011-2019 (p<0.01) periods.

Firm-year observations associated with India and South Africa were dropped since these two
countries enacted regulations mandating sustainability reporting (i.e., India’) and assurance (i.e.,
South Africa®) starting from 2015 and 2011 respectively. The results confirm the baseline results for
Models 1, 2, and 3 validating the corporate CSR mechanism’s direct role on GRI adoption and the

moderating role between GRI adoption and firm value.

We conducted a further test to check whether the findings varied between polluting and non-
polluting industries by classifying Energy, Basic Materials, Utilities, and Industrials as polluting

sectors and the remaining sectors within the sample as non-polluting sectors (Clarkson et al., 2011;

7 See Dharmapala and Khanna (2018) and Hickman et al. (2021).
8 See King I11 (2009) and Kilig et al. (2021a).
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Radu and Smaili, 2022). The results confirm the baseline results for Models 1, 2, and 3 for both

groups of industries.

Finally, following Kili¢ et al. (2021a), we tested whether the institutional quality (i.e., the
strength of investor protection) of the countries that firms are affiliated with play a role in the
hypothesized links in the study. For this purpose, High and Low sub-samples were generated based
on the median of the Strength of Investor Protection score. Here, High denotes the countries which
have Investor Protection scores greater than or equal to the median, and Low denotes the countries
with a score less than the median. The analysis output does not indicate any significant difference
between High and Low investor protection countries for the direct relationship between corporate
CSR mechanisms and GRI adoption when we consider the full sample period. However, while the
GRI augmented firm value in High investor protection countries between 2002-2010 (in line with
the baseline), there is no significant relationship between GRI and firm value in Low investor
protection countries in the overall period and between 2002-2010 and 2011-2019. Besides, what is
striking is that corporate CSR mechanisms have a much stronger moderating effect between GRI
and firm value in Low investor protection countries than in High investor protection countries. Thus,
it appears that internal CSR mechanisms play a substitutive role for insufficient institutional

mechanisms.

S. Discussion and conclusion

The academic literature and practice discuss the suitability of different SR standards
(Romero et al., 2019). Even though there is no generally accepted SR standard, we find that the GRI
is mostly adopted by firms from different countries (Narula et al., 2021); hence, we focus on GRI
adoption in this study. Although it has been conceptually argued that the GRI promises some
benefits for sustainability reporters, there is a research gap in the literature regarding a
comprehensive study based on a cross-country sample investigating the drivers and consequences
of GRI adoption. Furthermore, although the effect of board structure on sustainability reporting has
been extensively investigated, CSR committees' and executive CSR compensation’s direct and
moderating effect on SR’s value relevance for shareholders has yet to be explored. Thus, in this
research, we attempt to draw the attention of firms and research scholars to explain how CSR
mechanisms could facilitate GRI adoption, which in turn is reflected in firm value. To explore

whether the GRI is value-relevant in the earlier and recent periods, we divide the sample period of
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2002-2019 into two periods, specifically, 2002-2010 and 2011-2019, and we run the analyses, which
reveal interesting outcomes. Furthermore, we deepen the investigation by running the analyses for

polluting versus non-polluting sectors and weak and strong institutional environments.

The results indicate that executives receiving CSR compensation play a role in establishing
the CSR committee. Furthermore, CSR committees and executive CSR compensation are two
significant drivers of GRI adoption in sustainability reports. With this finding, we extend prior
sector-specific studies which found that the CSR committee stimulates CSR performance and
reporting in the energy and hospitality sectors (Shahbaz et al., 2020; Kilig et al., 2021b) respectively.
This result confirms the validity of the upper echelons theory by supporting the monitoring power
of the CSR committee in SR (Hambrick and Mason, 1984; Hambrick, 2007). Moreover, GRI
adoption does not enhance firm value over the whole sample period; it enhances firm value in the
earlier period of 2002-2010 but weakens firm value in the later period between 2011-2019, thus
implying a loss of value relevance. This result contributes to the existing inconclusive literature on
the firm value implications of GRI; for example, while Karaman et al. (2018) find an insignificant
outcome in the airline sector, Kuzey and Uyar (2017) and Yang et al. (2021)° document positive
significant outcomes in emerging markets. Hence, the finding partially confirms the signaling theory

in connecting SR to firm performance via the GRI (Yang et al., 2021).

Considering our results in conjunction with those of past studies suggests future studies take
into account contextual factors in exploring the value relevance of GRI adoption. The findings of
the study are supported by the underlying concept of stakeholder theory. In countries with weaker
institutions, the stakeholder orientation is weaker (Tsang et al., 2021). Thus, there is a possibility of
finding an insignificant relationship between firm value and GRI adoption. Nevertheless, with the
help of the moderating effect of CSR committees and executive CSR compensation, GRI adoption
leads to a higher firm value in the whole sample period as well as in the recent period, which supports
the application of weaker stakeholder orientation. Considering direct associations and moderating
effects together, we infer that although the signaling ability of the GRI is maintained in the earlier
period, it is weakening in the latter period. However, upper echelons associated with CSR

compensate lost signaling power of the GRI. Thus, the interaction effect outlines the interplay

° While Yang et al. (2021) proxied firm outcome with profitability, Karaman et al. (2018) and Kuzey and Uyar (2017)
adopted TobinQ, as in our study.
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between the signaling and the upper echelons theories. This finding expands on a recent study that
found executive CSR compensation to have a mediating effect between CSR committees and CSR
performance (Radu and Smaili, 2022). Our findings verify that both executive CSR compensation
and the CSR committee align management's interests with those of stakeholders by bringing a more
organized and long-term perspective to SR based on the GRI (del Mar Alonso-Almeida et al., 2014;
Al-Shaer and Zaman, 2019). Hence, the value-generating ability of the GRI is accentuated with an
upper echelon team and policy rather than managers’ individual efforts (Dixon-Fowler et al., 2017).
Furthermore, having a weak institution leads to weaker stakeholder orientation and a different
executive CSR compensation pattern compared to stronger institutional countries. A further test
shows that the signaling capacity of the GRI supported by the upper echelons is more apparent in
poor institutional environments. Thus, in countries with weaker stakeholder power, we find evidence
of a greater executive CSR compensation impact on the signaling ability of the GRI (Tsang et al.,
2021). This implies that CSR contracting fulfills institutional voids in communicating with
stakeholders (Flammer et al., 2019). Hence, we suggest future studies consider the role of
contingencies in the firm value implications of SR. Finally, country-level institutional quality
proxied by the strength of investor protection was found to play a significant role in the value
relevance of GRI adoption and corporate CSR mechanisms’ role in the GRI-value relevance
relationship. More specifically, corporate CSR mechanisms play a stronger moderating role between
the GRI and firm value in low investor protection countries than in high investor protection countries

suggesting a substitutive role between internal CSR mechanisms and institutional mechanisms.

Overall, the results are robust to alternative samplings, such as the exclusion of the financial
sector and the US from the sample, alternative methodology, endogeneity concerns addressed by
2SLS and lag-value independent variables, mandatory regulations of India and South Africa, and

polluting versus non-polluting sectors.
6. Implications and future research avenues

The results support the theoretical foundations of the study, namely, upper echelons,
signaling, and stakeholder theories. In line with upper echelons theory, upper-level CSR
configurations, such as establishing a CSR committee and embedding CSR into an executive
compensation package, stimulate GRI adoption of firms in SR. While SR is increasingly becoming

a dominant non-financial reporting form for firms, providing a complete environmental and socio-
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economic engagement has become essential. Hence, rather than a randomly formatted SR, the GRI
may help firms capture all aspects of sustainability engagement. Hence, in line with stakeholder and
signaling theories, we observe that the stakeholders (i.e., the market) get the signal (i.e., CSR uptake
of the firms) and value it and react with a higher market value. Hence, GRI adoption carries a strong
signaling power in terms of stimulating firms to be more balanced concerning sustainability
engagement and reporting. The findings also confirm that upper-level CSR configuration even
strengthens the signaling power of GRI at a time when the GRI alone loses its signaling effect.

The findings suggest implications for firms, shareholders, and executives as well as CSR
committees and the GRI. Firms allocate substantial funds for SR and for following GRI guidelines;
hence, the findings guide them on how to ensure the return on this investment. They are advised to
mobilize an executive compensation policy and configure a CSR team for a more systematic SR
following the GRI framework as well as for developing policies for communicating with
shareholders about the merits of GRI adoption. It appears that executives rewarded with CSR
compensation establish CSR committees to delegate CSR tasks and derive value based on those
tasks. Although GRI per se generates value for firms in earlier periods, it loses its relevance in more
recent periods. Thus, it is imperative to configure corporate mechanisms to convince stockholders
of its contribution to firms.

By tracking the findings of the study, shareholders who particularly pursue socially
responsible investment can shape their investment portfolios in those firms that engage with SR and
GRI adoption practices. However, the findings imply that investors may growingly consider GRI
adoption in sustainability reports per se as cost incurrence and thus unnecessary unless the firm
configures an executive compensation package and committee associated with CSR practices. This
signals that shareholders seek corporate mechanisms to ensure that SR and GRI adoption are the
outputs of such mechanisms and are a corporate strategy. Moreover, the findings imply that
executives and CSR committees undertake critical roles in corporate sustainability disclosure in line
with the GRI and translate this engagement to greater market performance. More importantly, these
two firm CSR mechanisms’ roles in generating greater market value out of GRI adoption are more
observable in low investor protection countries. Hence, they are the key to fostering firms’ structured
SR and leveraging this structured report to attract interest from investors, particularly in a weak
institutional environment. This implies that internal CSR mechanisms perform a complementary

role arising from poor institutional mechanisms. Thus, it is imperative for firms to consider
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institutional mechanisms in shaping their corporate CSR structure. This finding also implies that
policymaking is closely associated with the value relevance of SR such that stockholders’ reaction
is contingent upon the tradeoff between external and internal governance bodies. The lack of
significant variations regarding industrial affiliations implies that firms shape corporate CSR
mechanisms regardless of sectoral tendencies or priorities; shareholders do not mind sectoral
affiliation while attributing value to GRI-based SR. Thus, industry-specific studies should not be
considered an appropriate benchmark by other researchers. Next, the result implies that the GRI is
increasingly losing its value relevance compared to earlier periods. Hence, this change across
periods sparks some queries regarding the still usefulness of the GRI framework and indicates that
the GRI needs to update the guidelines on time and should issue a supporting guideline for how
firms can better embed pillars of the framework into operations and take advantage of it. Moreover,
within the growing SR literature and practice, our study shows firms how to generate value out of
SR by triangulating a CSR mechanism-SR via the GRI market value considering the contingencies.
Finally, the findings suggest there are social implications, too. The economic performance and social
engagement of firms are intertwined currently whereas previously, the focus was solely on economic
performance. Thus, firms are expected to behave in a more responsible way to society and to express
themselves in this respect. Hence, our study shows firms how to ensure efficient communication
with society for the benefit of the firm.

Similar to all studies, this study also has certain limitations. The first limitation of the study
arises from the binary nature of the key variables, such as CSR committee, executive CSR
compensation, and GRI adoption, due to the availability of binary data but not continuous data. The
second limitation is that the GRI variable does not specify the version of the GRI framework
adopted; the data source indicates only whether any GRI framework is adopted or not. This did not
allow us to deepen our investigation around the value relevance of the version of the GRI framework
being used. These limitations could be overcome by manual data collection regarding the type of
GRI version, the extent of GRI adoption, the extent of executive compensation, and CSR committee
composition for small-scale studies such as local ones. The third limitation is that the findings could
be affected by the large sample size, which has 29,054 data points. Thus, the validity of the findings
on a small-scale sample, for a specific industry, or a specific country/context, might require caution
and further justification. The study identifies a shift in the value relevance of the GRI; thus, this

finding suggests it would be useful to conduct an exploratory qualitative study that investigates why
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such a shift exists and why the GRI has lost its relevance in recent periods. Another future study
could explore other internal and external contingencies that possibly moderate between the GRI

adoption and firm value, such as ownership structures and market regulations.
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Table 1: List of research variables

Variable Description

GRI Global Reporting Initiative framework adoption in sustainability reports which is denoted by 1 if adopted and 0
if not adopted.

TobinQ Firm value proxy measured by the total of market capitalization and book value of liabilities scaled by book

value of total assets.
SustComm Sustainability/CSR team/committee existence which is denoted by 1 if exists and 0 if it does not.
ExCompen  Executive CSR compensation existence which is denoted by 1 if exists and 0 if it does not.

Bsize Board size measured by number of directors on board.

CEOduality  CEO duality (i.e., CEO chairs the board simultaneously) existence which is denoted by 1 if exists and 0 if it does
not.

Fsize Firm size measured by natural logarithm of total assets.

ROA Return on assets measured by earnings before interest and tax scaled by total assets.

Leverage Total liabilities scaled by total assets.

CRatio Current ratio measured by current assets scaled by current liabilities.

FFloat Free float percentage of shares held by stockholders.

Table 2: Sample distribution

Variable Category Frequency Percent
Sector Basic Materials 3,653 12.57
Consumer Cyclicals 4,025 13.85
Consumer Non-Cyclicals 2,427 8.35
Energy 1,933 6.65
Financials 5,448 18.75
Healthcare 1,481 5.10
Industrials 5,262 18.11
Technology 2,168 7.46
Telecommunications Services 953 3.28
Utilities 1,704 5.86
Total 29,054 100.00
Year 2002 38 0.13
2003 82 0.28
2004 141 0.49
2005 226 0.78
2006 290 1.00
2007 640 2.20
2008 902 3.10
2009 1,154 3.97
2010 1,492 5.14
2011 1,762 6.06
2012 1,983 6.83
2013 2,123 7.31
2014 2,217 7.63
2015 2,355 8.11
2016 2,594 8.93
2017 3,034 10.44
2018 3,589 12.35
2019 4,432 15.25
Total 29,054 100.00
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Table 3: Descriptive statistics

Variable Obs Mean Std. Dev. Min Max

GRI 29,054 0.62 0.48 0.00 1.00

TobinQ 29,054 1.64 1.15 0.62 9.36

SustComm 29,054 0.73 0.44 0.00 1.00

ExCompen 29,054 0.30 0.46 0.00 1.00

Bsize 29,054 10.95 3.51 4.00 21.00

CEOduality 29,054 0.33 0.47 0.00 1.00

Fsize 29,054 23.02 1.71 14.61 29.10

ROA 29,054 0.08 0.07 -0.37 0.36

Leverage 29,054 0.61 0.21 0.05 1.16

CRatio 29,054 1.63 1.19 0.25 12.90

FFloat 29,054 74.83 26.06 0.00 100.00
Table 4: Correlation analysis

Variables 1 2 3 4 5 6 7 8 9 10 11

1 GRI 1

2 TobinQ -0.080* 1

3 SustComm  0.285*  -0.046* 1

4  ExCompen 0.079*  -0.025* 0.165* 1

5  Bsize 0.160*  -0.137* 0.101*  -0.043* 1

6  CEOduality 0.013*  0.040*  0.025*  -0.041* 0.084* 1

7  Fsize 0.230*  -0.313* 0.142*  0.057* 0.448*  0.106* 1

8 ROA -0.045*  0.624*  -0.018* 0.020* -0.108* 0.038* -0.256* 1

9  Leverage 0.072*  -0.182* 0.045* 0.051* 0.227*  0.020* 0.468* -0.254* 1

10 CRatio -0.077* 0.164*  -0.050* -0.049* -0.139* 0.015* -0.248* 0.124* -0.495* 1

11 FFloat -0.023*  -0.016* 0.114*  0.200* -0.037* 0.112* 0.063* -0.002  0.040*  0.021* 1
*p<0.05
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Table 5: Country-Year Fixed-Effects Logistic Regression Analysis (1°* model)

(1 2 A3) “4) ®)
Independent variables SustComm GRI GRI GRI ExCompen
ExCompen 0.76" 0.57" 0.44™
(19.34) (16.09) (11.88)
SustComm 1.42** 1.38"
(42.31) (41.00)
GRI 0.61"
(16.99)
Bsize 0.025"** 0.035"* 0.037°* 0.035"** 0.0048
(4.60) (6.85) (7.45) (6.74) (0.78)
CEOduality 0.061* -0.033 -0.014 -0.027 -0.092"
(1.74) (-1.00) (-0.43) (-0.83) (-2.41)
Fsize 0.32* 0.30" 0.34™ 0.29" 0.22**
(25.88) (26.14) (30.44) (24.90) (18.00)
ROA 1.34™ 0.82" 1.10™ 0.81" 0.59*"
(6.15) (3.85) (5.31) (3.76) (2.56)
Leverage -0.51™ -0.87" -0.91™ -0.85™* -0.27"
(-5.73) (-10.05) (-10.86) (-9.81) (-2.98)
CRatio -0.069™* -0.062*** -0.073** -0.058™" -0.070™**
(-5.19) (-4.69) (-5.63) (-4.40) (-4.72)
FFloat 0.0039"** 0.0015™ 0.0020"** 0.0012 0.0050"**
(5.27) (2.08) (2.84) (1.60) (6.38)
Constant -9.32"* -6.43"* -7.13" -6.08""* -9.73"*
(-16.11) (-11.16) (-12.80) (-10.54) (-12.13)
Country effect Yes Yes Yes Yes Yes
Year effect Yes Yes Yes Yes Yes
N 29,020 29,015 29,015 29,015 28,877
x2-stat. 4868.13"" 7226.63"" 5588.77"" 7370.02"* 9053.85™"

¢ statistics in parentheses

*p<0.10," p<0.05, " p<0.01
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Table 6: Country-Year Fixed-Effects Regression analysis (2" and 3¢ models)

(1) ) 3) “4) 3) (6) (7
Independent variables TobinQ TobinQ TobinQ TobinQ TobinQ TobinQ TobinQ
Time period 2002-2019  2002-2010  2011-2019  2002-2019  2002-2019  2011-2019  2011-2019
GRI -0.0049 0.11"" -0.025" -0.064"* -0.029™ -0.096"*" -0.061°*
(-0.44) (5.33) (-1.94) (-3.21) (-2.30) (-4.03) (-4.15)
SustComm -0.060"*" -0.073"*
(-3.61) (-3.78)
ExCompen -0.15™* -0.17"
(-7.40) (-7.67)
GRI*SustComm 0.091"* 0.11""
(3.88) (3.90)
GRI*ExCompen 0.12* 0.15"
(4.98) (5.88)
Bsize 0.0079™* -0.00056 0.0099"* 0.0077"* 0.0079™* 0.0098™* 0.010™*
(4.36) (-0.19) (4.72) (4.28) (4.40) (4.65) (4.79)
CEOduality 0.029™ -0.028 0.045™* 0.029™ 0.030™ 0.045™* 0.047"*
(2.45) (-1.28) (3.31) (2.46) (2.56) (3.32) (3.42)
Fsize -0.14"* -0.090"*" -0.15"* -0.14" -0.14" -0.15" -0.15"
(-34.86) (-12.23) (-33.10) (-34.51) (-34.22) (-32.75) (-32.61)
ROA 9.41™" 7.45"" 9.76"" 9.40"" 9.40" 9.75" 9.75"
(123.02) (51.75) (112.20) (122.94) (123.01) (112.15) (112.18)
Leverage 0.52"*" 0.32"" 0.53"" 0.52"" 0.52"" 0.54"" 0.53""
(16.89) (5.13) (15.56) (16.94) (16.84) (15.63) (15.58)
CRatio 0.088"* 0.058"™* 0.092"* 0.088"* 0.087"* 0.091"* 0.091"*
(18.27) (5.93) (17.06) (18.20) (18.10) (16.99) (16.88)
FFloat -0.00015 -0.0021"" 0.000071 -0.00013 -0.000083 0.000093 0.00014
(-0.59) (-4.32) (0.25) (-0.52) (-0.33) (0.33) (0.50)
Constant 2.62"" 2,97 2,72 2.64"" 2.58"" 275" 2.70""
(13.30) (15.44) (17.79) (13.35) (13.09) (17.95) (17.65)
Country effect Yes Yes Yes Yes Yes Yes Yes
Year effect Yes Yes Yes Yes Yes Yes Yes
N 29,054 4,965 24,089 29,054 29,054 24,089 24,089
R? 0.47 0.53 0.47 0.47 0.47 0.47 0.47
F-stat. 291.74™" 87.49"" 271.09"" 285.52"" 286.35"" 264.71"" 265.67""

¢ statistics in parentheses

*p<0.10," p<0.05, " p<0.01
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Fig 1: GRI*SustComm (Table 6, Column#4, Time Period: 2002-2019)
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Fig 2: GRI*ExCompen (Table 6, Column#5, Time Period: 2002-2019)
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