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CSR-FP #4|: Flammer (MS 2015)

- A limitation of this literature on CSR- FP relationship is that CSR is
endogenous with respect to corporate financial performance.

= a company'’s decision to engage in CSR activities likely correlates with
unobservable firm characteristics that may also affect corporate financial
performance.

= For example, it could be that firms engage in CSR because they are more
profitable or expect their future profitability to be higher.

- In sum, the positive correlation between CSR and financial performance that
emerges from the literature does not warrant a causal interpretation.

- The ideal test would be to randomly assign firms into a “high CSR group”
and a "low CSR group” and compare their financial performance.
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Regression Discontinuity Design

In this paper, she considers a
Quasi-natural experiment.

She compared the effect of
shareholder sponsored CSR
proposal that pass or fail by a
small margin of votes in annual
meetings.

= "Close call” proposals
Intuitively, there is no reason to
expect any systematic difference
between a company for which a
CSR proposal passes with 50.1%
the votes and a company for
which a similar proposal fails wit
49.9% of the votes.

The general approach of
comparing outcomes just above
and below a discontinuous
threshold (50%) is known as
regression discontinuity

Figure 3 Abnormal Returns on the Day of the Vate

the day of the vote

Iuarn con

of

Abnormal re

N

0,020

0015

0010

0,005

0,000

-(.005

-35 -30 -2% -20 -15 - -5 0O 3
Victory margin (2% hins)

S8 Korea L
Busines

b



Wells Fargo Cross-selling Scandal

» Time Line
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Commercialization

Acquisition > Active > Retention

Recognition App Download Traffic (MAU) Business
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