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摘要 

  既有文獻指出企業從事社會責任活動能帶來諸多經濟效益，然而企業也必須

承擔相關的成本來進行社會責任活動。本研究探討公司在成本考量上，如何配

置財務及非財務資源來進行企業社會責任活動。我們進一步討論當企業面對財

務限制時，策略性的資源配置如何對企業社會責任之績效產生影響。本研究使

用公司層面的企業社會績效和財報資料，資料期間為 1991 至 2015 年。藉由迴

歸分析並且控制產業及修正群聚效果下，實證結果發現：研發活動對於企業社

會責任績效有顯著正向的關聯，而公司的併購支出顯著地負向影響企業之正面

及負面企業社會績效，資本支出則對負面企業社會責任績效有顯著的負向關係。

就內部流動性資源運用的結果我們發現：現金對企業社會責任之績效表現並無

顯著的關聯，此結果隱含公司在資金運用上傾向於配置少部份現金資源以資助

企業社會責任活動；然而淨營運資金與企業社會績效呈現顯著負向關聯，意味

著公司會使用淨營運資金來資助企業社會責任活動。最後透過對公司個體財務

限制的衡量，實證結果顯示當公司面對財務寬鬆時，投入研發活動成本有助於

加強研發成本與企業社會績效表現之正向關係，結果更意味著當公司面臨財務

寬鬆時，較容易將社會績效納入考量。 

 

關鍵字：企業社會責任、資源基礎理論、投資活動、資本依賴度 
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Abstract 

 While the existing is fully aware of the diverse economic benefits that are brought 

about when firms engage in corporate social responsible (CSR), it also warns about the 

associated costs of all kinds. Using panel data obtained from MSCI ESG and Compustat 

for 4,160 U.S. public-listed firms from 1991 to 2015, we investigate what impacts the 

firms’ allocation of financial and non-financial resources would have on the 

implementation of their CSR, when knowing that CSR can be costly. Our main 

empirical findings are threefold. First, we find that firms’ R&D intensity is positively 

related to their corporate social performance (CSP). Capital expenditure is significantly 

negatively related to CSP concerns; and firms’ involvement in acquisitions is negatively 

related to both their CSP strengths and concerns. Second, firms’ implementation of CSR 

activities is found to be seldom cash-intensive, in fact, we document firms’ moderate 

usage of cash and short-term investments on the implementation of CSR relative to 

other investments activities. However, the noncash networking capital show 

significantly negative effects with CSP, revealing that firms use noncash networking 

capital to implement CSR activities. Third, the positive relationship between R&D 

intensity and CSP is further enhanced when firms are free without financial constraints, 

and we argue that firms take more concern on social issue/performance when facing 

financial slack. 

 

Keywords: Corporate Social Responsibility; Resource-based Theory; Investment 

Activities; Financial Constraint 
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Ⅰ. Introduction 

Corporate social responsibility (CSR) has received much attention in U.S. firms 

under scrutiny of society and many firms increase their investment in CSR as part of 

their strategy. Although, it has been conceived that firms’ goal is to pursue the 

shareholder value, the question of why firms invest in CSR activities is subject to much 

debate, especially given the mixed evidence on the relations between firms’ social and 

financial performance.1 The stakeholder view suggests that the economic and social 

performance of firms should not be separated; moreover, firms can use CSR as a 

mechanism to fulfill stakeholders’ interests then get reward and resources support from 

them. Therefore, many researchers put interests on the question that to what extent firms 

integrate resources to implement CSR as a strategy. From the firms’ cost perspective, 

we comprehensively study that how firms allocate financial resources to fulfill 

stakeholders’ interests and achieve corporate social performance (CSP) in multifaceted 

aspects.2 Moreover, we also concern that if firms face financial constraints so that they 

have difficulty in funding the investment projects, how firms allocate financial resource 

to fulfill stakeholders’ interests. 

While shareholder value maximization is a major goal for firms worldwide, the 

rise in social activism and the emergence of new expectations have indeed caused other 

aspects of corporate performance to be examined alongside financial results (Jamali, 

Safieddine, and Rabbath, 2008). As firms grow in size and influence, they are no longer 

expected to be mere contributors to the global economy, but rather to reconcile and 

skillfully balance multiple bottom lines and manage the interests of multiple 

                                                      
1 McWilliams and Siegel (2000) point that the relationship of corporate social performance (CSP) and 

corporate financial performance (CFP) are inconsistent whether assessing the short- or long-term 

financial performance. Margolis, Elfenbein, and Walsh (2007) conduct a meta-analysis and find the 

positive but small overall effect of the relationship between CSP and CFP.  
2 McWilliams and Siegel (2001) propose a supply and demand model of CSR and suggests that the 

theory enables managers to determine the appropriate level of CSR investment. 
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stakeholders (Jamali, 2006). Therefore, many companies have been subject to 

heightened public scrutiny and enacted CSR in response to mounting social pressure.  

Based on the stakeholder view and the resource-based theory, many researchers 

investigate the extent of firms’ using CSR as a strategy. McWilliams and Siegel (2001) 

consider CSR as a type of investment and demonstrate that CSR positioned not only as 

resources in helping firms improve processes for developing products and services but 

also as outputs in that CSR policies and attributes would have a direct impact on a firm’s 

performance. Therefore, firms integrate resources or conduct investment projects, 

which attach CSR characteristic or use CSR-related resources to fulfill stakeholders and 

get strategical formulation. 

As firms attempt to derive strategic value form CSR, understanding the effects that 

various firm-level attributes are likely to affect firms’ CSR participations and 

performance is essential. In our study, we investigate the effects of financial liquidity 

resources and investment activities to CSP. We identify the cash and short-term 

investments and networking capital as financial liquidity resources; furthermore, capital 

expenditures, acquisitions, and research and development (R&D) as investment 

activities of firms.  

Moreover, the literature show that firms’ idiosyncratic financial constraints have 

substantial impact on firms’ investment decisions. As firms raise external capital at a 

high cost and cannot fund all profitable investment project, they postulate investment 

projects depending on the marginal of productivity of capital, interest rate, and tax rules 

(Summers et al., 1981; Cheng, Ioannou, and Serafeim, 2014). Therefore, financial 

constraints may play a role in affecting the effects of financial liquidity resources and 

investment activities with CSP. Since firms can directly allocate financial resources to 

create firms’ value or keep in bottom line, considering the role of firm’s idiosyncratic 

financial constraints give an exploration to evaluate how firms pursue financial 
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performance and society performance simultaneously. 

To investigate the effects of financial liquidity resources and investment activities 

on CSP, and more, to consider the impact of financial constraints, we use a panel data 

from MSCI ESG Stats (formerly known as KLD database) and Compustat database for 

4,160 publicly held firms during the period 1991 to 2015. Our results suggest that R&D 

intensity are significantly positive related with aggregate CSP, which is as shown in the 

literature. Although, capital expenditures and acquisitions have insignificant relation 

with aggregate CSP, we find that capital expenditures are negatively significant with 

CSP concern but acquisitions are negatively significant with both CSP strength and 

concern.  

Moreover, the insignificant effects of change of cash and short-term investments 

with CSP suggest that firms use a little (comparing with investments activities) cash 

directly to conduct CSR activities. However, the noncash networking capital have 

significantly negative effect with CSP, showing that firms might allocate noncash 

networking capital to implement CSR. After considering the effects of financial 

constraints, empirical results show that the effect of R&D intensity are stronger in 

unconstrained than constrained firms, suggesting that when facing financial 

unconstraint, firms might pay close attention to the social issue and fund R&D 

investment projects which leads much more increase in CSP. 

In this article, we contribute to this emerging literature that how firms allocate 

financial liquidity resources and conduct investment activities as channels to achieve 

CSP, even when facing financial frictions. Unlike prior studies that mainly focus on 

firms’ single investment activities to CSP, our study discuss financial resources and 

investment activities comprehensively and simultaneously, which shows much clear 

strategical implications of firms’ CSR. The literature mostly focus on the resources 

effects with aggregate CSP; however, we consider multiple perspectives of CSP that 
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reveal the detailed resources relationships with different CSP components.  

The remainder of the article proceeds as follow. Section 2 reviews the CSR-related 

literature and the empirical evidence, and presents the hypotheses. Section 3 describes 

the data and provides summary statistics for the variables of interest. Section 4 outlines 

the empirical methodology. We discuss the empirical results in section 5 and, in final; 

section 6 summarizes and concludes the paper.  
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Ⅱ. Literature Review and Hypothesis Development 

 This section discusses the CSR-related literature and hypothesis development. Part 

one provides the literature of CSR, Part two describes the firms’ financial resources and 

via investment activities as channels related with CSP. The explanation of when facing 

financial friction, how firms allocate resources to achieve CSP lies in final part.  

 

2.1 Corporate Social Responsibility 

 Two contrast views on whether CSR affects firm value, proclaimed the shareholder 

expense view and the stakeholder value maximization view, are proposed and debated 

in the literature. The shareholder expense view, remarkably advocated by Friedman 

(1970), claims that CSR engagement is typical of a conflict between the interests of 

corporate executives and shareholders. Furthermore, Friedman (1970) makes a 

statement that “the social responsibility of business is to increase its profits.” 

Additionally, Reinhardt, Stavins, and Vietor (2008) assert that firms using CSR to cater 

the social interest are in sacrifice of their profits. Either because of the moral hazard of 

managers or sacrificing firms’ profit in catering social interest, engaging in CSR 

destroys the firms’ value in the shareholder expense view.  

However, the stakeholder view posits that firms balance their business objectives 

and claims from various stakeholders, then leads to the positive effect of CSR 

engagements on shareholder value (Carroll 1979, 1991; Freeman, 1984; Wood, 1991; 

Donaldson and Preston, 1995). The core of stakeholder view lies in that focusing on the 

claims or interests of various stakeholders will increases stakeholders’ willingness to 

support firms’ operations (Kitzmueller and Shimshack, 2012). According to Carroll 

(1991), numerous stakeholder groups including shareholders, employees, customers, 

suppliers, community, and society-at-large influence operations and decisions of firms.  
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Carroll (1979, 1991) and Lantos (2001) both propose concepts of CSR. Carroll 

(1979, 1991) addresses that CSR can be categorized into four components including 

economic, legal, ethical, and philanthropic responsibilities. Due to the unclear 

boundaries and debate legitimacy of CSR concepts in Carroll (1979, 1991), Lantos 

(2001) collapses CSR into three categories: ethical, altruistic, and strategic. According 

to Lantos (2001), ethical CSR is morally mandatory and responsibility to avoid societal 

harms. Altruistic CSR is humanitarian/philanthropic CSR, involving doing good which 

is irrespective of firms’ financial benefits (Lantos, 2001). Strategic CSR aims at 

achieving strategic business goals, which benefits the shareholders while also promotes 

societal welfare in a win-win situation (Lantos, 2001).3 Managers, in order to pursuit 

the goal of increasing the firm value or the shareholder wealth, should consider the 

interests claimed by main stakeholders of firms and attune with the business goal 

(Carroll 1979, 1991; Freeman, Wicks, and Parmar, 2004). Furthermore, researchers 

argue that firms should not disentangle social performance from economic performance 

(Carroll 1979, 1991; Harrison and Freeman, 1999; Moore 2001), which highlighting 

the managerial issue of relationship between firms and stakeholders which are 

drastically discussed by the academy.   

Considerable amounts of studies propose that the stakeholder management 

integrating with the concepts of CSR leads to a better understanding of the relationship 

between business and society (Clarkson, 1995; Donaldson and Preston, 1995; Jones, 

1995; Jawahar and McLaughlin, 2001). Moreover, based on the attitude of the 

stakeholder management, several researchers put emphasis on the interdependence of 

firms and their primary stakeholders and suggest that firms can use kinds of approaches 

                                                      
3 Moreover, Baron (2001) states that the motivation of strategic CSR is socially related, as opposed to 

privately responsible or self-benefit. However, McWilliams, Siegel, and Wright (2006) state that it is 

difficult to distinguish the motivation behind CSR activities; otherwise, managers may not disclose the 

practical motivations behind their CSR activities. 
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in dealing with stakeholders (Carroll 1979; Clarkson 1991, 1995; Gatewood and Carroll, 

1981; Wartick and Cochran, 1985). Wartick and Cochran (1985) propose that firms 

could adopt reactive, defensive, accommodative, and proactive approaches strategically 

to address firms’ social responsibilities. Jones (1995) offers an instrumental theory that 

firms contracting with their stakeholders based on mutual trust and cooperation results 

in a competitive advantage. McElhaney (2009) states that managers strategically 

engaging CSR as a business strategy that integrates with core business objectives and 

competencies enhances firm value as well as social value.4 Hamid, Azhar, and Basir 

(2014) develop a theory that help firms to screen through nine CSR value chain 

activities and decide that in which the add value exists can be considered as strategy 

CSR activity.5 

Previous studies show that firms can use good achievement in CSR as a strategy 

to differentiate themselves in order to obtain certain competitive advantage (Mackey et 

al., 2007; Siegel and Vitaliano, 2007; Hull and Rothenberg, 2008). Hart (1995) 

theoretically asserts that environmental social responsibility can constitute a resource 

leading to a sustainable competitive advantage. Russo and Fouts (1997) empirically 

find that high levels of environmental performance relates with superior financial 

performance in firm level, especially in high-growth industries. Besides, the 

stakeholder relationship management also plays an important role. Choi and Wang 

(2009) indicate that high level of stakeholder awareness sustains a superior financial 

performance and make firms more quickly recover from substandard financial 

                                                      
4 Porter and Kramer (2006, 2011) view strategic CSR as an opportunities and state that a firm should 

analyze both its impact on society through normal and core business (inside-out linkages) and the external 

social conditions that may affect the firm (outside-in linkages), and find a place in the core business to 

internalize CSR. In the end, the social issue intersecting with its core business is where firm share value 

generates. 
5 According to Hamid, Azhar, and Basir (2014), nine value chain activities include firm infrastructure, 

human resource management, technology development, procurement, inbound logistics, operations, 

outbound logistics, marketing and sales, and after sale services. 
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performance. Moreover, CSR can be treated as a risk management tool of firms. Luo 

and Bhattacharya (2009) find that CSP improves the shareholder value by decreasing 

undesirable idiosyncratic risk of firms. Godfrey (2005) argue and Godfrey, Merrill, and 

Hansen (2009) find the empirical evidence that philanthropy CSR generates moral 

capital that provide an insurance effect to shareholders and thereby preserves firm value.  

Although, we have pointed that firms involving good stakeholder and 

environmental management bring the competitive advantage and firm value. 

Reputation is the other valuable resource, which can create the competitive advantage 

and widely discussed in the academy, Roberts and Dowling (2002) state that good 

reputation is a type of intangible asset and has difficulty to replicate by other firms. 

They still emphasize that the important aspect of CSR-related strategy is to sustain or 

improve firms’ reputation. 

Empirical studies find that reputation has a positive effect on firms’ financial 

performance (Orlitzky, Schmidt, and Rynes, 2003). Sen and Bhattacharya (2001) point 

that the characteristic of a firm and customers mediate the relationship between CSR 

activities and consumers’ response. Furthermore, customer not only show attitude to 

firms’ services and products but also have view on whether firms care for the 

environment or behavior in a good citizenship. Researchers argue that firms can build 

a good reputation by providing good service or product quality; moreover, being in a 

good citizenship (Gildea, 1994; Zaman, Yamin, and Wong, 1996; Quazi and O’Brien, 

2000; Engizek and Yasin, 2017). In addition, good reputation and firms’ attractiveness 

positively correlate with employees’ quality and commitment to the firms (Turban and 

Greening, 1997; Hunt, Wood, and Chonko, 1989; Carmeli, 2005).  

In general, stakeholder view suggests that the shareholders and other stakeholders 

of firms align well in high CSR firms than in low CSR firms. Moreover, high CSP tend 

to be a symbolic of good reputation signaling that firms keep commitment to fulfill 
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stakeholders.6 Therefore, stakeholders have more incentive to support resources and 

efforts to the firms (Jensen, 2002; Jawahar and McLaughlin, 2001).7 As the results of 

competitive advantage, firms may increase shareholder value when satisfying the 

stakeholders. Therefore, we hypothesis that: 

H1: The growth opportunities of firms are positive relation with CSP. 

 

2.2 Corporate Social Responsibility and Firm’s Resources 

Several researchers attempt to study the extent that firms engage in CSR 

strategically bring the competitive advantage by using the resource-based view. 

Resource-based view states that a firm’s success depends on not only external factors 

but also its internal characteristics (Wernerfelt, 1984; Dierickx and Cool, 1989; 

Prahalad and Hamel, 1990). Barney (1991) defines resources as all assets, capabilities, 

organization processes, firm attribute, information, and knowledge. According to the 

Grant (1991), resources incorporate tangible, intangible, and personnel based. Tangible 

resources include physical resources such as infrastructure, equipment, raw materials, 

and financial reserves. Intangible resources involve reputation and technology. 

Personnel-based resources comprise culture, training, commitments, loyalty, and 

knowledge. Through the lens of resource-based view, resources, which are valuable, 

rare, and irreplaceable, can constitute a sustainable competitive advantage (Barney 

1986, 1991; Grant, 1991; Roberts and Dowling, 2002).  

Based on the resource-based view, McWilliams and Siegel (2001) propose a 

                                                      
6 Weigelt and Camerer (1988) and Fombrun and Shanley (1990) describe how reputation building is an 

integral component of strategy formulation. 
7 Porter and Kramer (2006, 2011) argue that it is difficult to sustain CSR programs and to benefit society 

over the long run because traditional CSR activities mainly focus on corporate reputation but disconnect 

from the core business. Porter and Kramer (2011) further assert that the principle of corporate shared 

value (CSV) is essential to a company’s profitability, competitive position, and the best interest of wider 

stakeholders groups including government and non-profit organizations. Porter and Kramer (2011) 

conclude that because CSV leverages the unique resources and expertise of the firm to create economic 

value by creating social value, CSV should supersede CSR in guiding firms to plan their CSR programs. 
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supply and demand model, which depicts how firms respond to stakeholder interests by 

devoting resources to promote CSR, and argue that managers can determine an ideal 

level of CSR through cost/benefit analysis. They consider CSR as a type of investment 

and demonstrate that CSR positioned as resources in helping firms improve processes 

for developing products and services, and as outputs in that CSR policies and attributes 

would have a direct impact on a firm’s performance. McWilliams, Siegel, and Wright 

(2006) emphasize that CSR can be an essential element of a firm’s business and firm 

level differentiation strategies. 

Therefore, understanding the effects of various firm-level financial resources or 

investment activities to firms’ CSR activities and participations is essential. We first 

highlight the financial liquidity resources. The usage of cash arises from that many 

firms pledge to engaging monetary donation by a percentage of firms’ earnings to 

charitable causes. Madden, Scaife, and Crissman (2006) find the evidence that many 

smaller firms tend to be involved in CSR activities, particularly through donations and 

giving. Moreover, firms might paying premium wages or profit sharing to maintain the 

loyalty of employees. Nonetheless, Navarro (1988) supports that contributions play a 

role as advertising and increase demand for firms’ products and services. However, the 

noncash networking capital are involved in our consideration because networking 

capital can be a substitute for cash (Opler et al., 1999).  

Otherwise, because of achieving an environmental standard beyond the law, firms 

may require the purchase of additional equipment, materials, and capital (land and 

equipment). For example, a chemical firm could establish a waste treatment system to 

achieve pollution abatement. In addition, office space, supplies, computers, telephones, 

and other equipment may be devoted to CSR activities by providing better work place 

to their employees (McWilliams and Siegel, 2001). Therefore, we consider the capital 

expenditures as one of our highlighted investment activates.  
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Researcher finds that vast majority of research and development (R&D) is devoted 

to product innovation (Link, 1982), and R&D intensity is positive relation with the 

introduction of new and improved processes and products (Hitt et al., 1996). 

McWilliams and Siegel (2000, 2001) theoretically argue that CSR may be a means of 

achieving differentiation through process or product innovation, and then constitute a 

good reputation of firm as a valuable resource, which valued by some customers. 

Padgett and Galan (2010) and Erhemjamts, Li, and Venkateswaran (2013) empirically 

prove that R&D intensity positively affects CSP. Moreover, many researchers maintain 

that innovative strategies substantially affect firms due to that considering social 

concern in strategic management decisions ensures business interests in the long term 

by creating a close bond with their community (Carlson, Grove, and Kangun, 1993; 

Quazi and O’Brien, 2000). According to the full body of researches, we incorporate 

R&D as our second investment activities.  

So far, we have mentioned that firms might use financial liquidity resources and 

investment activities such as capital expenditures and R&D to conduct CSR programs. 

The merge and acquisitions also plays a crucial role in firms’ investment activities. 

Previous studies find that merge and acquisitions truly have relation with CSP. 

McWilliams, Siegel, and Wright (2006) state that merge or acquisitions as a channel to 

the changes in corporate control may affect type and level of CSR activities of firms. 

Deng, Kang, and Low (2013) find that it is more likely to success in mergers by higher 

CSR acquirers, which supports the stakeholder view in that acquirers’ social 

performance is an important determinant of merger performance. They also argue that 

mergers might renegotiate main stakeholders with their commitments, thus a firm’s 

reputation signals the stakeholders for continually satisfying their interests, which 

brings the success of merge. Bekier, Bogardus, and Oldham (2001) also show that 

during a merger’s transition period, key employees or customers could leave if the 
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management team fails to handle stakeholder relations, then the combined firm could 

suffer a reduction in firm value. 

Above all, we discuss that how CSR as a strategy of firms bring the competitive 

advantage which leading the increasing of firms’ value. Moreover, we point that 

financial liquidity resources and investment activities as a channel to CSP in firms-level, 

which lead us to examine each effect to CSP. Since researchers empirically find that 

R&D intensity are positive related with CSP, we establish the hypothesis that: 

H2: The R&D intensity is positive relation with CSP. 

 

2.3 Corporate Social Responsibility and Financial Constraints 

Keynes (1936) originally points that the ability of capital markets to provide 

financing for projects can affect firms’ financial policies. Due to the high costs of 

external capital, financially constrained firms are more likely to diminish investments 

in a wide range of strategic activities (Hubbard, 1998; Campello, Graham, and Harvey, 

2010). Carpenter, Fazzari, and Petersen (1998) provide evidence that financial 

constraints have an important impact on firms’ inventories management. Himmelberg 

and Petersen (1994) find that R&D investments heavily rely on internal finance in small 

and high innovation firms due to the market imperfections, even in large established 

firms (Hall and Lerner, 2010), then significantly and adversely affecting the capacity of 

the firm to grow over time.  

Moreover, Brown and Petersen (2011) state that R&D investments is most 

financed with volatile sources of finances and have large adjustments costs. They find 

the evidence that firms hoard and rely extensively on cash to smooth R&D investments 

when facing financing friction. Almeida, Campello, and Weisbach (2011) argue that the 

distribution of financing demand and cost across time will affect a firm’s ability to 
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finance its projects in any directions. They find that when financing costs are high, firms 

might be willing to sacrifice profits at the margin in exchange for more pledgeable 

assets and less risky, short-term cash flow distributions that can be used to finance 

subsequent investments. 

Recently, Cheng, Ioannou, and Serafeim (2014) find that firms with good CSP face 

significantly lower capital constraints. They argue that superior stakeholder 

engagement reduces the agency costs and increases revenue/profit generating potential; 

otherwise, more transparent and credible CSR disclosure practices reduce informational 

asymmetry. However, Hong, Kubik, and Scheinkman (2012) argue that firms do good 

only when they do well in the sense of having financial slack, and the goodness of firms 

is more sensitive to financial constraints than capital or R&D spending. They explain 

that when constraints exogenously relaxed for firms during the Internet bubble, more-

constrained firms increased their corporate goodness relative to less-constrained firms 

compared to other periods. Seemingly, the causality between CSP and financial 

constraints is plagued. Nonetheless, we argue that financial constraints have relation 

with CSP in the extent of firms’ allocation of financial resources and investment 

activities. 
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Ⅲ. Key Variables and Data  

 Our study use data from two main resources. We obtain the firms-level ratings of 

CSR from MSCI ESG Stats database (formerly known as KLD database). The firms’ 

financial information are from Compustat data files. Analysis sample period is 1991 to 

2015. 

 This section discusses data and methodology. Part one and part two provide 

measures of CSP and financial constraint, respectively. Part three describes firm 

investment determinants and other variables. Part four depicts summary statistics. 

 

3.1 Measures of Corporate Social Performance 

Ratings of CSR are from MSCI ESG Stats database, which tracks corporate social 

performance for publicly traded companies in the U.S. from 1991 through 2015.8 For 

each firm-year, the database built point-by-point assessment of firms counting a number 

of strengths and concerns in CSR dimensions. We focus on ratings in six categories: 

Community, Employee Relationship, Diversity, Human Rights, Environment, and 

Product. Appendix A lists all the strengths and concerns in six categories.  

We employ three approaches to measure the CSP of our analysis firms. For the 

first measure, the CSP score in each category calculates by subtracting the points of 

concerns from the points of strengths. For example, the Environment rating for a 

company showing four points strengths and three points concerns evaluates as 1 

(= 4 - 3) in CSP score. A comprehensive absolute CSP (hereafter ABS_CSR) achieves 

by aggregating the CSP scores in six categories. Furthermore, when considering the 

items of the listed rating strengths and concerns adjusting by time in each category, 

                                                      
8 From 1991 to 2000, MSCI ESG Stats targeted at firms in S&P 500 Index and Domini 400 Social Index, 

and begging in 2001, 1,000 Largest US Companies were included in rating domain. In 2003, MSCI ESG 

Stats expanded the coverage to the largest 3000 U.S. companies by market capitalization. 
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ABS_CSR indeed places more weight on categories with more strength items and fewer 

concern items. This leads improper results to compare ABS_CSR by different firm-year. 

In order to not only accommodate the varying rating items of strengths and 

concerns over year but also harmonize the weights between strengths and concerns, we 

adopt the relative CSP approach as Hillman and Keim (2001). The relative CSP 

(hereafter REL_CSR) calculates by the relative score of strengths subtracting from the 

relative score of concerns. The relative score of strengths (concerns) for firm k in year 

t is the total points of strengths (concerns) over all categories in year t divided by the 

total number of listed rating strengths (concerns) in year t. For instance, suppose that 

the points of strengths for company A are one and concerns are three in a given firm-

year t, and there are four listed strengths and five listed concerns given the same firm-

year. The relative score of concerns are 0.25 (= 1 / 4) along with the relative score of 

concerns 0.6 (= 3 / 5), and then the relative CSP for company A in a given firm-year 

t is −0.35  (= 0.25 − 0.6 ). In respect to the calculating method, the REL_CSR is 

bounded between −1 and 1.  

However, the REL_CSR still neglects the effects of changing items of strengths 

and concerns in each category over time. The adoption of the standardized CSP 

(hereafter SD_CSR) proposed by Manescu (2009) and Deng, Kang, and Low (2013) 

balances the fluctuating weights among categories over time. SD_CSR defines as the 

sum of standardized CSP scores over all categories. In a given firm-year t, firm A’s 

standardized score in category j calculates by subtracting the standardized score of 

concerns in category j from the standardized score of strengths in category j, where the 

standardized score of strengths (concerns) is the total points of strengths (concerns) 

divided by the total number of listed rating strengths (concerns) in category j. As a result, 

the standardized score in each category is bounded between −1  (firms getting all 

points in listed rating concerns and none in listed rating strengths in the category) and 
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1  (firms getting none points in listed rating concerns and all points in listed rating 

strengths in the category). Consequently, SD_CSR assigns equal weights and adjusts 

the changing items in strengths and concerns in each category over time.  

 

3.2 Measures of Financial Constraint 

There are numbers of ways to measure the financing frictions firms facing. All the 

measures intent to capture the financial constraint of firms, yet which particular 

measures to gauge perfectly is still a controversy.9 Therefore, our strategy involves 

trying five financial constraint proxies. The data are from Compustat data files. Firms 

sort into financially constrained or unconstrained on an annual basis. 

 Scheme #1: Payout Ratio 

Fazzari, Hubbard, and Petersen (1988) propose the intuition that 

financially constrained firms have lower payout ratio. In each year over the 

1991 to 2015 period, we sort firms depending on their payout ratio and 

designate the financially constrained (unconstrained) classification to those 

firms in the bottom (top) three deciles of the annual payout ratio distribution. 

The payout ratio calculates as the ratio of total distributions (cash dividends 

with stock repurchases) to operating income.  

 Scheme #2: Repurchase 

We establish our second financial constraint measure as an indicator for 

whether a firm engages in stock repurchases or not. Hong, Kubik, and 

Scheinkman (2012) consider that firms conducting equity repurchases are 

seemingly less equity dependence and hence less financially constrained. 

Therefore, we then construct this dummy variable as financially constrained 

                                                      
9 See more discussions in Silva and Carreira (2010, 2012) and Farre-Mensa and Ljungqvist (2016). 
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for a firm has no stock repurchases on annual basis.  

 Scheme #3: Firm Size 

We rank firms based on their book value of asset size over the 1991 to 

2015 period and assign the financially constrained (unconstrained) 

classification to those firms in the bottom (top) three deciles of the asset size 

distribution. The ranking procedure implements on an annual basis. Previous 

studies distinguish financially constrained and unconstrained firm-years on 

the ground of firm size (Gilchrist and Himmelberg, 1995; Almeida, Campello , 

and Weisbach, 2004; Acharya, Almeida, and Campello, 2007; and Denis and 

Sibilkov, 2010). The claims for the firm size as a good noticeable criterion of 

financial constraints are typically young, less well known, and thus 

vulnerable to capital market imperfections.  

 Scheme #4: IPO Ages 

We retrieve data on a firm’s IPO date and calculate how many years, 

evaluated in the actual number of days basis, since the firm’s IPO date. We 

rank firms based on their IPO ages over the 1991 to 2015 period, and assign 

the financially constrained (unconstrained) classification to those firms in the 

bottom (top) three deciles of the IPO ages distribution. The ranking procedure 

are again performed on an annual basis. Baker, Stein, and Wurgler (2003) 

serve IPO ages as a surrogate for reputation and access to lending markets, 

and additionally recognize that the younger firms might be vulnerable to 

capital market imperfections. 

 Scheme #5: Whited-Wu Index 

Whited-Wu Index (hereafter WW index) is a weighted score that 

accounts for firm characteristics such as cash flow, dividends, leverage, firm 

size, and sales growth. Whited and Wu (2006) commence a comprehensive 
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study of the financial constraints encountering by exploring the impact of 

firms’ external finance constraints on their stock returns. According to Whited 

and Wu (2006), WW index is as the following linear combination of financial 

characteristics 

𝑊𝑊 𝑖𝑛𝑑𝑒𝑥𝑖.𝑡 = −0.091 × 𝐶𝐹𝑖,𝑡 − 0.062 × 𝐷𝐼𝑉𝑖,𝑡 + 0.021 × 𝐿𝐸𝑉𝑖,𝑡 

          −0.044 × 𝑆𝐼𝑍𝐸𝑖,𝑡 + 0.102 × 𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 𝑆𝐺𝑖,𝑡 

                  −0.035 × 𝑆𝐺𝑖,𝑡. (1) 

    𝐶𝐹𝑖,𝑡 is cash flow over the beginning-of-year book value of total assets. 

𝐷𝐼𝑉𝑖,𝑡 is an indicator as 1 when firm has positive cash dividends and 0 for 

otherwise. 𝐿𝐸𝑉𝑖,𝑡 is firm's book value of long-term debt as a fraction of the 

book value of total assets measured at fiscal year-end; and 𝑆𝐼𝑍𝐸𝑖,𝑡  is the 

natural logarithm of the firm's book value of total assets. 𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 𝑆𝐺𝑖,𝑡 is 

the annual percentage change in inflation-adjusted three-digit industry sales. 

𝑆𝐺𝑖,𝑡 is the firm’s annual percentage change in inflation-adjusted sales. To 

reduce the influences of outliers, we winsorize the factors of the index before 

composing it. 

 The equation (1) shows that leverage and industry sales growth attach 

positive weights, and negative weights for operating cash flow, dividend 

indicator, firm size, and firm’s sales growth. The lower a firm’s WW index is, 

the less financially constrained a firm faces. Firms in the bottom (top) three 

deciles of the WW index ranking classify as financially unconstrained 

(constrained). Again, we sort firms on an annual basis, which allows firms to 

change their status over our analysis sample period. 
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3.3 Firm Investment Determinants and Other Variables 

The firms-level financial data are from Compustat data files. We consider three 

kinds of main investment expenditures in firms: capital expenditures, acquisitions, and 

research and development expenses, and calculate ratios of each investment 

expenditures to the total assets. We also consider two kinds of internal capital resources 

such as the ratio of cash and short-term investments and ratio of noncash networking 

capital to total assets. The noncash networking capital is networking capital minus cash 

and short-term investments. The growth opportunities, measured as Tobin’s Q, derives 

as the market value to book value of firms. We winsorize each of these financial 

variables at the 1st and 99th percentile. The definitions of all variables used in our 

analysis are in Appendix B. 

 

3.4 Summary Statistics 

Table 1 tabulates summary statistics for CSP, financial constraint and other firm 

attributes used in our analysis. We eliminate firm-year observations for which data on 

book value of asset (AT) is missing or minus, or cash (CH) and cash and short-term 

investments (CHE) is minus, or CSP score is missing. Financial firms and public 

utilities firms (SIC code lies between 6000 and 6999 and between 4900 and 4999) are 

excluded from the analysis. The samples include 4,160 unique firms and 24,022 firm-

year observations over sample period 1991 through 2015. All dollar values are deflated 

by the CPI in 2004.10 All continuous variables except for CSR variables are winsorized 

at the 1st and 99th levels. The means (medians) of ABS_CSR, REL_CSR, and SD_CSR 

are 0.04  (0.00 ), −0.01  (−0.01 ), and −0.06  (−0.04 ), respectively, which suggest 

that on average there are more concerns than strengths for our sample firms. About half 

                                                      
10 The CPI data is from Bureau of Labor Statistics. https://www.bls.gov/cpi/  

https://www.bls.gov/cpi/
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of the firms (the mean of Repurchase is 0.44) in our sample conduct stock repurchases 

during the sample period. CASH has a mean (median) of 0.19 (0.11), showing that 

firms hold large proportion of assets in cash and short-term investments. The mean 

(median) of Tobin’s Q, abbreviated as Q, is 2.91 (1.66), suggesting that the firms have 

relatively good growth prospects in the sample period. The means (medians) of CAPX, 

AQC, and RD are 0.06 (0.04), 0.03 (0.00), and 0.05 (0.00), respectively, meaning 

that on average firms spend the most on capital expenditures and the least on 

acquisitions. 

[Insert Table 1 Here] 

Table 2 reports the number of firm-years under each of ten financial constraints 

categories used in our analysis. We symbolize the letter (A) as financially constrained 

firm-years and (B) as financially unconstrained firm-years in each row and column. The 

diagonal of Table 2 demonstrates the individual classification pattern for each of five 

financial constraints schemes. According to the payout ratio scheme, for example, there 

are 8,242 financially constrained firm-years and 12,723 financially unconstrained firm-

years. The classification patterns in diagonal show that there are more financially 

constrained than financially unconstrained firm-years under each scheme. The contrast 

exacerbates in firm size scheme arising from that only S&P 500 firms are rated in the 

early period, though small firms are covered from 2013 in MSCI ESG Stats database. 

[Insert Table 2 Here] 

Table 2 also displays the association among distinct classification schemes, 

illustrating the differences in sampling across the different criteria. For instance, out of 

the 8,242 firm-years recognized constraints according to payout ratio, 6,644 are also 

constrained according to repurchase; nevertheless, 1,598 firm-years recognized 

unconstrained. The remaining firm-years considered payout-constrained that are 

neither constrained nor unconstrained pursuant to the repurchase classification. 
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There is a roughly positive but less than perfect association among the sample 

divided by the five categories of financial constraints. In general, most large (small) 

firms have high (low) payouts, long (short) IPO ages, low (high) WW index and 

propensity to conduct (undo) repurchases. The discernible exception is the cross 

financially constraint classification provided by the IPO ages and firm size. As shown 

in Table 2, out of the 97 size-constrained firm-years, only 6 measured as age-

constrained and 15 are age-unconstrained revealing that the real classification amounts 

are fewer than theoretically classification amounts computed by sample proportions.11 

The results we report below will give further evidence that the IPO ages and the other 

measures preceding used to proxy for the presence of financial constraints capture 

different characteristics and behaviors with firms. 

[Insert Table 3 Here] 

Table 3 displays the distribution of analysis firm-years across sectors. We adopt 

the two-digit SIC industry codes and disperse our samples into nine industries. Three 

sectors―manufacturing, services, and retail trade―represent a large proportion, 

roughly 81%, of the total number of observations, and there are nearly 52% of our 

samples in manufacturing industry. The fewest sample, 0.34%, lies in agriculture, 

forestry, and fishing industry. 

[Insert Table 4 Here] 

Table 4 tabulates the Pearson correlation coefficients of analysis variables. 

According to the univariate results, three measures of CSP are quietly perfect linearly 

correlated. The size of firms are positive correlated with CSP. The growth opportunity 

of firms, measured by Tobin’s Q, also have positive correlation with CSP. The cash and 

                                                      
11 We calculate the theoretically classification amounts by sample proportions. For instance, out of the 

97 size-constrained firm and 2,888 age-constrained, there are theoretically 12 (97×2,888/24,022) firm-

years under firm size and IPO age unconstrained categories. 
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short-term investments and noncash networking capital ratio, standing for the liquidity 

of firms, are negative correlated with CSP. The ratio of acquisitions expenditures are 

negative correlated with CSP; however, the significance tests suggest that the ratio of 

capital expenditures and R&D have no linear correlation with CSP. These results are 

consistent with the view that larger firms tend to be with lower cash holdings, 

networking capital, and growth opportunities but with better CSP. 
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Ⅳ. Methodology 

 We empirically model the effects of financial liquidity resources, investment 

activities and growth opportunities to CSP in firms’ level. The dependent variable in 

the model is standardized CSP (SD_CSR). Independent variables include cash ratio, 

noncash networking capital ratio, growth opportunities, firm size, and investment 

expenditures ratios. We define CASH as the ratio of cash and short-term investments to 

total assets. The noncash networking capital ratio, denoted as NWC, is the ratio of 

networking capital subtract cash and short-term investments  to total assets, and the 

proxy of growth opportunities is Tobin’s Q, abbreviated as Q, as the market value 

divided by the book value of assets. The investment activities include capital 

expenditures (CAPX), acquisitions (AQC), and research and development (RD) which 

are all normalized by the total assets. Thus, our model follows as 

𝑆𝐷_𝐶𝑆𝑅𝑖,𝑡 = 𝛽0 + 𝛽1∆𝐶𝐴𝑆𝐻𝑖,𝑡 + 𝛽2∆𝑁𝑊𝐶𝑖,𝑡 + 𝛽3𝑄𝑖,𝑡 

               +𝛽4𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽5𝐶𝐴𝑃𝑋𝑖,𝑡 + 𝛽6𝐴𝑄𝐶𝑖,𝑡 + 𝛽7𝑅𝐷𝑖,𝑡 

                   +𝑌𝑒𝑎𝑟 + 𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 + 𝜀𝑖,𝑡, (2) 

where SIZE is the nature log of total assets. We view SIZE as a control variable because 

CSR activities is largely associated with firms’ public attention, resources access, and 

scale of operations.12 

Since CSP and investment activities are measured in a given period, we use the 

change of cash and short-term investments and noncash networking capital ratio as 

independent variables. Therefore, the coefficients of 𝛽1  and 𝛽2  could capture the 

effects of financial liquidity resources to CSP. We consider noncash networking capital 

because it can be a substitute for cash (Opler et al., 1999). Moreover, we consider the 

                                                      
12 Madden, Scaife, and Crissman (2006) propose that the issue of firm size with corporate goodness is 

vital. McElory and Siegfried (1985) and Adams and Hardwick (1998) argue that firm size can affect 

strategic motivation, thereby having a positive effect on CSR participation. Udayasankar (2008) develop 

a theoretical model of firm size and CSR participation that take into account differences of motivations.  
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investment activities such as capital expenditures (CAPX), acquisitions (AQC), research 

and development expenses (RD) because firms might participate CSR activities via the 

investments activities channel.  

Since Margolis, Elfenbein, and Walsh (2009) suggest that further CSR-related 

studies should control for industry, the estimations of our models include year-fixed 

effect and two-digit SIC industry effect to control the association between 

macroeconomic and industry condition. Moreover, the estimation of standard errors 

modify for heteroscedasticity and clustering at the firm level using the approach of 

White (1980) and Petersen (2009).  

Due to the complexity of CSR, we ask how firms allocate financial resources and 

investment activities to achieve the components of CSP. Therefore, we divide the CSP 

in two ways. First, the strength and concern part of performance are separately 

considered. Second, the performance of six components categories are examined.  

To introduce the effects of financial constraints, we divide the subsample into 

financially constrained and unconstrained and fit the Model (2). This way lead us to 

understand firms’ investment behaviors to CSP when firms facing financial constraints.  
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Ⅴ. Results 

This section discusses empirical results. Part one describes the main regression 

results. Part two demonstrates the effects of resources and investment activities to 

components of CSP. Part three provides summary statistics of analysis variables across 

constraints group. Part four provides the results adopting the role of financial 

constraints. Part five shows the results of robustness. 

 

5.1 Regression Results 

Table 5 shows the OLS estimation results by our full analysis sample. To examine 

the effects of financial liquidity resources, investment activities and growth 

opportunities to CSP in firms’ level, we estimate the regression model in equation (2) 

without two-digit SIC industry effect and report the results in Model (1). The 

significance of investment activities in Model (1) show that only R&D intensity have 

positive effect to standardized CSP. The coefficient of RD, 0.187, suggests that one-

standard-deviation increase in research and development expenses (i.e., 0.096, which 

is normalized by assets) leads to a 28.5% increase in standardized CSP when evaluated 

at the mean of standardized CSP. This result suggests that R&D intensity have a 

substantial economic impact to CSP of firms, or in other words, firms might increase 

their CSP via the channel of R&D investment, which make a point to the literature and 

our hypothesis.  

The changes of cash and short-term investment ratio are statistically insignificant. 

We prevent asserting that firms do not use cash to support CSR activities, but 

demonstrate that firms might directly use little (comparing with investments activities) 

cash to conduct CSR activities. However, the noncash networking capital ratio are 

negatively significant with standardized CSP, showing that firms may use networking 
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capital to support CSR projects. 

The coefficient of growth opportunities to CSP is statistically significant 0.015, 

suggesting that a one-standard-deviation increase in Tobin’s Q companies with a 43.7% 

increase in standardized CSP.13 Our evidence suggests that the growth opportunities 

has a trivial economic effect with CSP, and support the hypothesis that the growth 

opportunities have positive relation with CSP. The controlled variable, size of firms, 

also have a positive significantly effect to standardized CSP.  

[Insert Table 5 Here] 

In Model (2), we further involve two-digit SIC industry effect in our model to 

control for unobservable and time-invariant industry characteristics that might be 

correlated with CSP. The empirical results show the rough signs and magnitudes with 

Model (1).  

In Model (3) and (4), we use the absolute CSP (ABS_CSR) and related CSP 

(REL_CSR), respectively to replace the positon of standardized CSP. We obtain similar 

results that the coefficients of Q, SIZE, ∆NWC  and RD are still in same sign and 

statistically significant. However, the capital expenditures and acquisitions become 

significant, showing that capital expenditures have significant positive effect, but 

acquisitions have significant negative effect on CSP. However, for the purpose of clear 

explanation and potential measurement error of CSP, we show the estimation results by 

standardized CSP in the following analysis. 

 

5.2 Decomposing Corporate Goodness 

We have shown that effects of financial liquidity resources, investment activities 

                                                      
13 We evaluate the percentage change at the mean of standardized CSP. If evaluating at the median of 

standardized CSP, we get the much more significant results that a one-standard-deviation increase in 

Tobin’s Q corresponds to a 63.6% increase in standardized CSP. 



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

 

27 
 

and growth opportunities to aggregate CSP. Next, we turn to consider how they affect 

the components that make up the aggregate CSP. As the results present below, we could 

realize comprehensive effects of resources and investment activities to every aspect of 

CSP. Since our aggregate CSP are function of strengths and concerns, we decompose 

CSP in two aspects. We first consider alternative measures of firms’ goodness that 

include only strengths. Meanwhile, we would realize how much the relationship 

between the effects of financial liquidity resources, investment activities and growth 

opportunities to corporate goodness driven by only strengths. Therefore, we decompose 

the CSP as strength CSP (STR_CSR) and concern CSP (CON_CSR).14 Table 6 displays 

the results for OLS estimations using STR_CSR and CON_CSR as dependent variable 

in Model (1) and (2), respectively.  

[Insert Table 6 Here] 

The coefficients of Q, SIZE, and RD are still in same sign and statistically 

significant, which suggesting that both strength and concern are impacted. Moreover, 

we noticed that the effects of growth opportunities and R&D intensity to strength are 

three times than to concern, suggesting that the strength change volatile or are sensitive 

as growth opportunities and R&D intensity change; however, concern also play a role 

in adjustment of corporate goodness. The change of noncash networking capital is 

significantly positive to strength, indicating that firms increasingly allocating noncash 

networking capital are related with the increasing CSP strength.  

One may notice that the acquisitions are negatively significance to both of strength 

and concern, suggesting that when firm conduct acquisition activities, the CSP strength 

and concern both decrease in rough same magnitude simultaneously. This phenomenon 

leads the insignificant effect of acquisitions to aggregate CSP. The capital expenditures 

                                                      
14  We derive standardized CSR performance by subtracting strength CSR performances (STR_CSR) 

from concern CSR performances (CON_CSR).  
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are negative significant to concern, which explains that when firms increase their capital 

expenditures, CSP concern significantly decreases but there is no (or little) impact to 

strength. Most of all, these empirical results suggest that R&D intensity largely 

promotes the CSP strength, and capital expenditures prevent firms from receiving more 

concern scores, and nonetheless, acquisitions simultaneously decrease both CSP 

strength and concern, leading to the insignificant effect with aggregate CSP. 

Next, we divide standardized CSP into six components and measure the effects to 

each component separately. The six components of CSP comprise community 

(COM_CSR), diversity (DIV_CSR), employee relationship (EMP_CSR), environment 

(ENV_CSR), human rights (HUM_CSR), and product (PRO_CSR).15 The regression 

results are presented in Table 6 from Model (3) to Model (8). As expected, the results 

are less precise than the results to aggregate CSP. The empirical results suggest that the 

pattern of effects for the behavior of firms across six categories are poles apart. The 

effects of change of cash and short-term investments ratio is positively significant to 

product components. The change of noncash networking capital are negatively 

significant only to diversity component. The growth opportunities have positive 

significant effects with diversity, employee relationship, and community components, 

but have negatively significant effects to human right component. The size effects are 

positively significant to diversity and employee relationship component, but negatively 

significant to product component.  

Three investment activities also have different effects across six components. The 

capital expenditures show positive effects to employee relationship, environment, and 

product component, but negative effects to diversity component. The acquisitions 

reveal positive effect to product and negative effect to diversity component. More 

                                                      
15 The six components make up the standardized CSP. Since standardized CSP assign equal weights to 

all components which lead us to verify and compare the effects across different categories. 
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interesting thing is that the R&D are positive significant to diversity, employee 

relationship, and community component, which suggests that R&D intensity might 

internalizes the human costs.16 

 

5.3 Summary Statistics across Financial Constraint Group 

Table 7 presents summary statistics for cash holdings, standardized CSP and 

expenditures related to investment activities across groups of financially constrained 

and unconstrained firm-years. According to the five measures of financial constraints, 

constrained firms hold on average 20-30 percent of their total assets in the form of cash 

and short-term investments. Unconstrained firms, on the other hands, hold far less cash 

holding in their balance sheets, on average, some 15 percent of total assets. Mean and 

median tests reject equality in the level of cash holdings across groups in all cases.17 

[Insert Table 7 Here] 

According to five financially constraint schemes, constrained firms get lower 

scores in standardized CSP than unconstrained. On average, financially constrained 

firms receive −0.13 points; yet, unconstrained firms receive −0.02 points. Mean and 

median tests reject the equality in the standardized CSP across groups in all cases. These 

results show that constrained firms have worse CSP than unconstraint.  

In Table 7, we also show the summary statistics for expenditures related to 

investment activities in the last three columns. According to five financial constraint 

schemes, in general, constrained firms almost invest much more capital expenditures 

than unconstrained. However, the median of unconstrained firms are higher than that 

                                                      
16  Brown and Petersen (2011) state that most R&D is wage payments to highly skilled technology 

workers.  
17 In Table 5, we adopt Satterthwaite t-test, which relaxes the assumptions of equality of variances to 

test equality of mean. In addition, we also get the same results using pooled t-test. The equality of median 

is conducted by Wilcoxon rank-sum test.  



‧
國

立
政 治

大

學
‧

N
a

t io
na l  Chengch i  U

niv

ers
i t

y

 

30 
 

of constrained firms. The acquisitions expenses display inconsistent pattern across five 

financial constraint partitions. Nonetheless, constrained firms invest much more R&D 

expenses than unconstrained firms do across financial constraint schemes.  

 

5.4 Effects of Financial Constraints 

Table 8 displays the results for OLS estimations considering the effect of financial 

constraints. All models in Table 8 estimate with year fixed-effects and two-digit SIC 

industry effects and robust standard errors, and estimated regressions exhibit in the table. 

[Insert Table 8 Here] 

In general, the effects of cash and short-term investment ratio almost remain 

insignificant, suggesting that no matter how firms face financial constraints, they might 

use little cash and short-term investments directly to conduct CSR activities; or in other 

words, the financial constraints do not interact with the firms’ allocation of cash and 

short-term investments to CSR activities. However, the effects of change of noncash 

networking capital are negative significant in unconstrained group, showing that firms 

may directly fund CSR activities using noncash networking capital when facing 

financially unconstrained .  

The growth opportunities, gauged by Tobin’s Q, are positive significant in 

unconstrained group according to payout ratio, repurchase, and firm size scheme. The 

coefficient of growth opportunities roughly 0.03 to 0.04 (the IPO ages scheme show 

0.015), suggesting that when firms are financial unconstraint, the growth opportunities 

of firms are positive correlated to CSP. However, according to IPO ages, the effects of 

growth opportunities are also positive significant in constrained group, and the 

coefficients are nearly 0.012. Since the completeness and appropriateness of financial 

constraints still in debate, it seems that IPO ages capture different behavior of firms 
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from the first three financial constraints proxies. 

The effects of R&D intensity are noticeable among those of investment activities 

and almost positively significant in unconstrained groups across all financial constraints 

schemes. Furthermore, the effect of R&D intensity are positively significant in 

constrained group according to payout ratio and repurchase schemes. These results 

suggest that the effect of firms increasing CSP through increasing one unit of 

investment on R&D simultaneously is stronger in unconstrained firm than constrained 

one.  

According to the results shown in Table 7, the financially constrained firms have 

higher R&D expenses than in unconstrained firms. Nonetheless, many researches 

asserts that R&D intensity of firms leads the differentiation of product or processes 

even the irreplaceable resources, namely reputation. We argue that when facing 

financial constraints, firms invest intensively in R&D to purchase firms’ profits or keep 

in bottom line for the main sake, and then showing the weakly positive relation between 

R&D intensity and CSP. Therefore, even financially unconstrained firms invest less in 

R&D, the positive effects with CSP enhance showing that financially unconstrained 

firms consider issue that is more social. 

In general, unconstrained firms demonstrate significantly positive effects of size; 

however, constrained firms display insignificant effects. These results reveal that the 

size effect also interact with financial constraints status. Not surprisingly, the size effect 

in unconstrained group according to firm size scheme is not significant because there 

is no systematical differentiate under each group when deeming firm size as financial 

constraint proxy. Above all, our results give further evidence that financial constraint 

proxy captures different effects with firms’ CSP with respect to investment policies and 

liquidity management to some extent. 
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5.5 Robustness Check 

 Previous studies posit that manufacturing industries have higher R&D 

concentration (Hadlock, Hecker, and Gannon, 1991) and R&D intensive firms are likely 

to have high CSR (McWilliams and Siegel, 2000; Rothenberg and Zyglidopolous, 2007; 

Hull and Rothenberg, 2008). Padgett and Galan (2010) also find that positive effect of 

R&D intensity to CSP is significant to firms in manufacturing industries and non-

significant to those in non-manufacturing. To alleviate the concern that we capture 

effects from manufacturing industries, which dominate most part of our sample, we 

further study the industry effect of R&D intensity to CSP.  

[Insert Table 9 Here] 

 Table 9 displays the robustness check of industry effect. The Model (1) and (2) 

show the regression results using the subsamples as manufacturing industries (SIC code 

lies between 2000 and 3999) and non-manufacturing industries. Results show that R&D 

intensity positively affects CSP in both manufacturing and non-manufacturing; 

moreover, the positive effect in non-manufacturing is stronger than manufacturing 

industries, which contradicts with previous studies. However, it is likely that the 

positive effect of R&D intensity may cluster in specific non-manufacturing industry; 

we include the industry effect in model and present the results in Model (3). Model (3) 

shows that the effect of R&D intensity is still significantly positive. Above all, the 

results show that the effect of R&D intensity concerns with industry but is not in line 

with the literature.  
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Ⅵ. Conclusions 

6.1 Conclusions 

Given the importance that firms use resources and investment activities to achieve 

business goal and fulfill kinds of stakeholders then get strategical value, many studies 

have investigated the relationship between financial and social performance or 

investment activities on CSP. The academic value of this research is that we 

demonstrate how firms allocate financial resources and conduct investment activities 

to fulfill stakeholders and reach the optimization of CSP even when facing financial 

frictions. Moreover, because of the complexity of CSR, we evaluate the effects to 

components of CSP. 

Recent studies find that R&D intensity plays an important role as a competitive 

advantage of firms not only in financial performance but also in CSP. R&D activities 

are considered as a form of investment that results in knowledge enhancement, leading 

to improvement of product and process innovation, which internalize characteristic of 

CSR. Results of our study stand for the literature and empirically find that R&D 

intensity positively affects CSP. We also find that capital expenditures and acquisitions 

have quite different behavior, demonstrating that their impacts are not to aggregate but 

some components of CSP. However, the cash and short-term investments might play 

minor role relative to investment activities, which suggesting that firms might use little 

cash and short-term investments to support CSR projects directly. Nonetheless, noncash 

networking capital show significant effect with CSP, which suggesting that firms might 

allocate noncash networking capital to support CSR projects directly.  

 Furthermore, the literature show that financial constraints have substantial impact 

on firms’ investment decisions and then force firms to forgo some investment 

opportunities even worse threaten the firms’ survival. We introduce the role of financial 
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constraint and find that when firm facing financial friction, the effect of R&D intensity 

to CSP reduces. This result implies that firms might concern the social issue and fund 

R&D investment projects to lead much more increase in CSP when facing financial 

unconstraint. 

We also check whether the industry effect interacts with the positive effect of R&D 

intensity as the literature. Our results show that the positive effect of R&D intensity 

exists in both manufacturing and non-manufacturing industries. Moreover, the positive 

effects is stronger in non-manufacturing than manufacturing industries, which 

contradicts the literature.  

For further research, it might be interesting to consider how manufacturing and 

non-manufacturing industry use R&D intensity to achieve CSP, and study the effect that 

R&D intensity depending on different characteristic of industries. Furthermore, due to 

the complexity of CSR, a comprehensive study of why and how firms allocate financial 

resources to execute CSR projects and conduct investment activities as channels to 

fulfill different stakeholders remains to further study.  

 

6.2 Limitations of the Study 

 The sampling bias is still a major issue bothering our research. As one may noticed, 

MSCI ESG Stats (formerly known as KLD database) covers small firms starting in 

2003, making little sense to use firm size as a financial constraint proxy due to most of 

our firm samples are so large. Moreover, the financial constraint proxy remain a 

discussion. Silva and Carreira (2012) state that finding an appropriate measure of 

financial constraints may prove to be a rather difficult task. Though the imperfect 

characteristic exists, our trying to adopt five financial constraints may tell us some part 

of stories. 
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Appendix A. Corporate Social Responsibility Strengths and Concerns  

Category  Strengths  Concerns  

Community Charitable Giving Investment Controversies  
Innovative Giving Community Impact  
Support for Education Tax Disputes  
Support for Housing Other Concerns  
Non-US Charitable Giving 

 

 

Volunteer Programs 
 

 

Community Engagement 
 

 

Other Strengths 
 

   

Employee  Union Relations Union Relations 

Relationship No-Layoff Policy Employee Health & Safety  
Cash Profit Sharing Workforce Reductions  
Employee Involvement Retirement Benefits Concern  
Retirement Benefits Strength  Supply Chain  
Employee Health and Safety Child Labor  
Supply Chain Labor Standards Labor-management Relations  
Compensation & Benefits 

 

 

Employee Relations 
 

 

Professional Development 
 

 

Human Capital Management 
 

 

Controversial Sourcing 
 

 

Employee Relations Other 

Strength 

 

   

Diversity  CEO Workforce Diversity  
Promotion Non-Representation  
Board of Directors - Gender Board of Directors - Gender  
Work-Life Benefits Board of Directors - Minorities  
Women and Minority Contracting Other Concerns  
Employment of the Disabled 

 

 

Gay and Lesbian Policies 
 

 

Employment of Underrepresented  

Groups 

 

 

Other Strengths 
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Appendix A (continued) 

Category  Strengths  Concerns  

Human Positive Record in South Africa South Africa 

Rights Indigenous Peoples Relations 

Strength 

Northern Ireland 

 
Labor Rights Strength Support for Controversial Regimes  
Human Rights Policies & 

Initiatives 

Mexico 

  

Labor Rights Concern   

Indigenous People Relations 

Concern   

Operations in Sudan   

Freedom of Expression & 

Censorship   

Human Rights Violations   

Other Concerns 

   

Product Quality Product Quality & Safety 

 R&D, Innovation Marketing & Advertising 

 Social Opportunities Anticompetitive Practices 

 Access to Finance Customer Relations 

 Product Safety - Chemical Safety Privacy & Data Security 

 Product Safety - Financial Product 

Safety 

Other Concerns 

 Product Safety - Privacy and Data 

Security 

 

 Product Safety - Responsible 

Investment 

 

 Product Safety - Insuring Health 

and Demographic Risk 

 

 Social Opportunities - Access to 

Communications 

 

 Social Opportunities - 

Opportunities in Nutrition and 

Health 

 

 Other Strengths   
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Appendix A (continued) 

Category  Strengths  Concerns  

Environment Environmental Opportunities Hazardous Waste   
Waste Management  Regulatory Compliance  
Packaging Materials & Waste Ozone Depleting Chemicals   
Climate Change Toxic Spills & Releases  

 Property, Plant, Equipment Agriculture Chemicals   
Environmental Management 

Systems 

Climate Change 

 
Water Stress Impact of Products & Services  
Biodiversity & Land Use Biodiversity & Land Use  
Raw Material Sourcing Operational Waste  
Natural Resource Use Supply Chain Management 

 
Climate Change - Energy 

Efficiency 

Water Management 

 
Climate Change - Product Carbon 

Footprint 

Other Concerns 

 
Climate Change - Insuring Climate 

Change Risk 

 

 

Waste Management – Electronic 

Waste 

 

 

Environmental Opportunities - 

Green Buildings 

 

  Environmental Opportunities in 

Renewable Energy 

 

 Other Strengths  
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Appendix B. Definitions of Variables Used in the Analysis 

Variable Definition 

Panel A: CSR variables 

ABS_CSR The absolute CSP, which is equal to the sum of CSR scores over each categories. The CSR score in each 

category is the points of strengths minus the points of concerns. The categories include community, diversity, 

employee relations, environment, human rights, and product. 

REL_CSR The relative CSP, which is equal to the relative score of strengths minus the relative score of concerns. The 

relative score of strengths (concerns) for firm k in year t is the total points of strengths (concerns) over all 

categories in year t divided by the total number of listed strengths (concerns) in year t. 

SD_CSR The standardized CSP, which is equal to the sum of standardized CSR scores over all categories. The 

standardized CSR score in category j is the standardized score of strengths minus the standardized score of 

concerns in category j, where the standardized score of strengths (concerns) is the points of strengths 

(concerns) of firm k divided by the total number of listed strengths (concerns)  in category j in year t. 

Panel B: Financial Constraints  

Payout ratio Ratio of cash dividends and stock repurchases (PRSTKC) to operating income (IB). The cash dividends is 

sum of common dividends (DVC) and preferred dividends (DVP). 

Repurchase An indicator as 1 when a firm engages in stock repurchase, and 0 when firm do not engage in stock 

repurchase.  

IPO age The numbers of years, measured in the actual number of days basis, from the firm's IPO date. 

Firm Size Natural logarithm of the firm's book value of total assets (AT). 

Whited-Wu index A financial constraint index based on the results in Whited and Wu (2006), which equals to −0.091 ×
𝐶𝑎𝑠ℎ 𝑓𝑙𝑜𝑤 𝑟𝑎𝑡𝑖𝑜 − 0.062 × 𝐷𝑖𝑣𝑖𝑑𝑒𝑛𝑑 𝐼𝑛𝑑𝑖𝑐𝑎𝑡𝑜𝑟 + 0.021 × 𝐿𝑒𝑣𝑒𝑟𝑎𝑔𝑒 − 0.044 × 𝑆𝐼𝑍𝐸 + 0.102 ×
𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 𝑆𝑎𝑙𝑒𝑠 𝐺𝑟𝑜𝑤𝑡ℎ − 0.035 × 𝑆𝑎𝑙𝑒𝑠 𝐺𝑟𝑜𝑤𝑡ℎ 

Cash flow ratio Cash flow as a fraction of beginning-of-year book value of total assets (AT). The cash flow is sum of 

depreciation and amortization (DP) and operating income (IB). 

Dividend Indicator An indicator as 1 when cash dividends is positive and 0 for otherwise. The cash dividends is sum of common 

dividends (DVC) and preferred dividends (DVP). 
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Appendix B (continued) 

Variable Definition 

Panel B: Financial Constraints (continued) 

Leverage Book value of long-term debt (DLTT) as a fraction of the firm's book value of total assets (AT). 

Size Natural logarithm of the firm's book value of total assets (AT) measured at the dollar value of year 2004. 

Industry Sales Growth  The annual percentage change in inflation-adjusted three-digit industry sales. 

Sales Growth The annual percentage change in firms’ inflation-adjusted sales. 

Panel C: Firm attributes 

CASH Cash and short-term investments (CHE) as a fraction of total assets (AT). 

Q Market value of assets as a fraction of book value of total assets (AT). The market value of assets is the book 

value of assets plus market value of equity (CSHO * PRCC_C) minus the book value of equity (CEQ) minus 

the deferred tax (TXDB).  

SIZE Natural logarithm of the firm's book value of total assets (AT) measured at the dollar value of year 2004. 

CAPX Capital expenditures (CAPX) as a fraction of total assets (AT). 

AQC Acquisitions (AQC) as a fraction of total assets (AT). 

RD Ratio of R&D expenses (XRD) as a fraction of total assets (AT), which is set to zero if a firm reports missing 

R&D expenses. 

NWC Ratio of networking capital as a fraction of total assets (AT). The networking capital is working capital 

(WCAP) minus cash and short-term investments (CHE). 
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The firm-year observations data for which data on book value of asset (AT) is missing or minus, or cash (CH) and cash and short-term investments 

(CHE) is minus or CSR score is missing are eliminated. Variables are defined in Appendix B. All dollar values are deflated by the CPI in 2010. 

All continuous variables except for CSR variables are winsorized at the 1st and 99th levels. 

Variable N Mean SD Median Min Max Q1 Q3 Missing N 

Panel A: CSR variables          

ABS_CSR 24,022  0.040  2.259  0.000  -9.000  18.000  -1.000  1.000  0  

REL_CSR 24,022  -0.006  0.072  -0.005  -0.323  0.635  -0.039  0.025  0  

SD_CSR 24,022  -0.062  0.423  -0.042  -2.277  3.250  -0.333  0.125  0  

Panel B: Financial Constraint           

Payout ratio 22,348  0.493  1.118  0.214  -3.174  5.625  0.000  0.778  1,674  

Repurchase 22,383  0.435  0. 496  0.000  0.000  1.000  0.000  1.000  1,639  

IPO age 12,821  11.276  6.758  10.879  -0.871  29.664  5.773  16.071  11,201  

Firm Size 24,022 7.085 1.588 6.959 -0.021 10.689 5.923 8.117 0 

Whited-Wu index 23,556  -0.226  0.292  -0.295  -0.739  1.599  -0.353  -0.217  446  

Panel C: Firm attributes          

CASH 24,022  0.193  0.211  0.111  0.000  0.967  0.038  0.273  0  

Q 22,406  2.190  1.842  1.662  0.408  81.231  1.239  2.491  1,616  

SIZE 24,022  6.993  1.588  6.871  -0.152  10.482  5.827  8.042  0  

CAPX 23,962  0.055  0.060  0.036  0.000  0.503  0.019  0.066  60  

AQC 22,891  0.026  0.059  0.000  -0.003  0.353  0.000  0.021  1,131  

RD 24,022  0.045  0.096  0.004  0.000  1.283  0.000  0.052  0  

NWC 23,438  0.055  0.154  0.047  -2.393  0.538  -0.033  0.144  584  

  

Table 1. Summary Statistics 
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This table displays firm-year cross-classification for five criteria used to classify firm-years as either financially constrained or financially 

unconstrained. To facilitate understanding, we assign the letter (A) for financially constrained firm-years and (B) for financially unconstrained 

firm-years in each row and column. The samples include 4,160 unique firms and 24,022 firm-year observations. The sample period is 1991 through 

2015. Financial firms and public utilities firms (SIC code lies between 6000 and 6999 and between 4900 and 4999) are excluded from the analysis. 

Financial Constraints Payout Ratio   Repurchase   Firm Size   IPO Age   WW index 

Criteria (A) (B)   (A) (B)   (A) (B)   (A) (B)   (A) (B) 

Payout Ratio               

   Constrained firm-years (A) 8,242               

   Unconstrained firm-years (B)  12,723              

Repurchase               

   Constrained firm-years (A) 6,644  2,625   9,741            

   Unconstrained firm-years (B) 1,598  10,098    12,642           

Firm Size               

   Constrained firm-years (A) 71  8   71  9   97         

   Unconstrained firm-years (B) 3,925  9,548   5,352  9,032    15,189        

IPO Age               

   Constrained firm-years (A) 1,681  700   1,640  942   6  1,041   2,888      

   Unconstrained firm-years (B) 1,764  2,565   1,921  2,742   15  3,253    5,012     

WW index               

   Constrained firm-years (A) 1,184  1,068   1,296  1,112   74  1,145   519  530   2,715   

   Unconstrained firm-years (B) 4,032  7,609    4,850  7,610    0  10,898    1,221  2,826      13,217  

 
  

Table 2. Cross-classification of Financial Constraint Types 
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This table displays the distribution of firm-years across industries. The samples include 24,022 firm-year observations. The sample period is 

1991 through 2015. Financial firms and public utilities firms (SIC code lies between 6000 and 6999 and between 4900 and 4999) are excluded 

from the analysis. 

2-digit SIC Industry Categories N Proportion (%) 

01-09 Agriculture, Forestry, & Fishing 82 0.34 

10-14 Mining 1,476 6.14 

15-17 Construction 401 1.67 

20-39 Manufacturing 12,455 51.85 

40-48 Transportation & Public Utilities 1,632 6.79 

50-51 Wholesale Trade 834 3.47 

52-59 Retail Trade 2,222 9.25 

70-89 Services 4,827 20.09 

99 Nonclassifiable Establishments 93 0.39 

  Total 24022 100 

 

 

 

  

Table 3. The Distribution of Firm-years Across Industries 
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This table displays the correlation coefficients of analysis variables. The samples include 4,160 unique firms and 24,022 firm-year observations. 

The sample period is 1991 through 2015. Financial firms and public utilities firms (SIC code lies between 6000 and 6999 and between 4900 and 

4999) are excluded from the analysis. All dollar values are deflated by the CPI in 2010. All continuous variables except for CSR variables are 

winsorized at the 1st and 99th levels. 
 SD_CSR ABS_CSR REL_CSR CASH Q CAPX AQC RD NWC SIZE 

SD_CSR 1.000                    

ABS_CSR 0.938  ** 1.000                  

REL_CSR 0.950  ** 0.986  ** 1.000                

CASH -0.022  ** -0.027  ** -0.013  * 1.000              

Q 0.049  ** 0.057  ** 0.064  ** 0.405  ** 1.000            

CAPX 0.006   -0.024  ** -0.023  ** -0.217  ** -0.030  ** 1.000          

AQC -0.022  ** -0.029  ** -0.020  ** -0.133  ** -0.044  ** -0.116  ** 1.000        

RD 0.005   0.007   0.014  * 0.587  ** 0.428  ** -0.160  ** -0.047  ** 1.000      

NWC -0.055  ** -0.079  ** -0.065  ** -0.296  ** -0.199  ** -0.101  ** 0.010   -0.268  ** 1.000    

SIZE 0.202  ** 0.277  ** 0.222  ** -0.463  ** -0.256  ** 0.042  ** -0.020  ** -0.343  ** -0.063  ** 1.000  

** and * indicate statistical significance at the 1% and 5% (two-tailed) test levels, respectively. 

 

 

  

Table 4. Pearson Correlation Coefficients of Analysis Variables 
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This table displays results for OLS estimations of the model with total samples. All 

samples includes 24,022 firm-year observations from 1991 through 2015. Financial 

firms and public utilities firms (SIC code lies between 6000 and 6999 and between 

4900 and 4999) are excluded from the analysis. The dependent variables in Model (1) 

and (2) are standardized CSP (SD_CSR). The dependent variables is absolute CSP 

(ABS_CSR) in Model (3) and related CSP (REL_CSR) in Model (4).The definition of 

variables in models are in Appendix B. All continuous variables except for CSR 

variables are winsorized at the 1st and 99th levels. The estimations include year fixed-

effects, two-digit SIC industry fixed-effects and correct the error structure of 

heteroskedasticity and clustering at the firm level. The associated t-statistics are 

reported in parentheses. 

Model (1) (2) (3) (4) 

Dependent Variable SD_CSR SD_CSR ABS_CSR REL_CSR 

Independent Variable          

∆CASH -0.0082   -0.0060   -0.0877   -0.0011   

 (-0.55)  (-0.35)  (-1.02)  (-0.44)  

Q 0.0147  ** 0.0133  ** 0.0955  ** 0.0028  ** 
 (2.96)  (2.94)  (4.11)  (3.51)  

SIZE 0.0497  * 0.0522  * 0.4049  ** 0.0103  ** 
 (2.32)  (2.48)  (4.35)  (3.18)  

∆NWC -0.0863  ** -0.0868  ** -0.4772  ** -0.0160  ** 
 (-3.00)  (-2.86)  (-2.99)  (-2.88)  

CAPX -0.0586   0.1734   1.2117  * 0.0429  * 
 (-0.59)  (1.42)  (2.38)  (2.57)  

AQC -0.0909   -0.1094   -0.7846  * -0.0168   

 (-1.14)  (-1.42)  (-2.12)  (-1.48)  

RD 0.1840  ** 0.1737  ** 1.2221  ** 0.0342  ** 
 (3.56)  (3.47)  (4.51)  (4.00)  

Year FE Y Y Y Y 

Industry FE N Y Y Y 

N 20,649  20,649  20,649  20,649  

Adj.R2 0.1026  0.1097  0.1503  0.1313  

** and * indicate statistical significance at the 1% and 5% (two-tailed) levels, respectively. 

 

  

Table 5. Regression Results – Total Sample 
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This table displays results for OLS estimations with components of CSP. All continuous variables except for CSR variables are winsorized at the 

1st and 99th levels. The estimations include year fixed-effects, two-digit SIC industry fixed-effects and correct the error structure of 

heteroskedasticity and clustering at the firm level. The associated t-statistics are reported in parentheses. 

Model (1) (2) (3) (4) (5) (6) (7) (8) 

Dependent Variable STR_CSR CON_CSR COMU_CSR DIV_CSR EMP_CSR ENV_CSR HUM_CSR PRO_CSR 

Independent Variable                  

∆CASH  -0.0220   -0.0160   -0.0004   -0.0096   -0.0009   -0.0008   -0.0053   0.0110  ** 
 (-1.40)  (-1.35)  (-0.13)  (-1.07)  (-0.14)  (-0.21)  (-0.88)  (2.69)  

Q 0.0190  ** 0.0057  * 0.0024  * 0.0079  ** 0.0038  ** 0.0016   -0.0014  * -0.0010   

 (4.48)  (2.48)  (2.10)  (3.71)  (3.33)  (1.89)  (-2.21)  (-0.90)  

SIZE 0.1239  ** 0.0717  ** 0.0084   0.0504  ** 0.0101 * 0.0058   -0.0011   -0.0214  ** 
 (8.65)  (6.52)  (1.63)  (6.01)  (2.00)  (1.10)  (-0.36)  (-5.22)  

∆NWC  -0.0511  * 0.0357   -0.0087   -0.0610  * 0.0022   -0.0103   -0.0097   0.0008   

 (-2.10)  (1.79)  (-1.25)  (-2.54)  (0.27)  (-1.67)  (-1.29)  (0.09)  

CAPX -0.0237   -0.1971  * 0.0155   -0.0878  * 0.0942  ** 0.0776  ** -0.0004   0.0743  * 
 (-0.30)  (-2.57)  (0.67)  (-1.99)  (2.90)  (2.73)  (-0.01)  (2.44)  

AQC -0.3215  ** -0.2121  ** -0.0193   -0.1538  ** 0.0199   0.0041   -0.0288   0.0685  ** 
 (-6.86)  (-4.58)  (-1.40)  (-4.42)  (0.85)  (0.27)  (-1.34)  (5.03)  

RD 0.2584  ** 0.0847  ** 0.0236  * 0.0937  ** 0.0587  ** 0.0147   0.0062   -0.0233   

 (6.57)  (2.33)  (2.24)  (3.69)  (2.63)  (1.18)  (0.88)  (-1.67)  

Year FE Y Y Y Y Y Y Y Y 

Industry FE Y Y Y Y Y Y Y Y 

N 20,649  20,649  20,649  20,649  20,649  20,649  20,649  20,649  

Adj.R2 0.2908  0.2341  0.0533  0.2924  0.1439  0.0707  0.0906  0.0863  

** and * indicate statistical significance at the 1% and 5% (two-tailed) levels, respectively. 

 

Table 6. Regression Results by the Components of CSP 
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This table displays summary statistics for cash holdings, standardized CSP and financial variables related to investment activities across groups 

of financially constrained and unconstrained firm-years. We assign the letter (A) for financially constrained firm-years and (B) for financially 

unconstrained firm-years in each column. The samples includes 4,160 unique firms and 24,022 firm-year observations from 1991 through 2015. 

Financial firms and public utilities firms (SIC code lies between 6000 and 6999 and between 4900 and 4999) are excluded from the analysis. All 

continuous variables except for CSR variables are winsorized at the 1st and 99th levels.  

Financial Constraints Payout Ratio   Repurchase   Firm Size   IPO Age   WW Index   

Criteria Cons. Uncons.  Cons. Uncons.  Cons. Uncons.  Cons. Uncons.  Cons. Uncons.  

 (A)  (B)  (A)  (B)  (A)  (B)  (A)  (B)  (A)  (B)  

CASH                

     Mean 0.247  0.146  ** 0.208  0.165  ** 0.500  0.124  ** 0.317  0.190  ** 0.319  0.142  ** 

     Median 0.156  0.095  ** 0.116  0.101  ** 0.490  0.080  ** 0.236  0.121  ** 0.203  0.090  ** 

     Std. Dev. 0.248  0.153   0.232  0.171   0.270  0.136   0.283  0.200   0.304  0.154   

     N. Obs 8,242  12,723   9,741  12,642   97  15,189   2,888  5,012   2,715  13,217   

SD_CSR                

     Mean -0.120  -0.008  ** -0.117  -0.014  ** -0.232  -0.012  ** -0.145  -0.047  ** -0.097  -0.022  ** 

     Median -0.143  0.000  ** -0.115  0.000  ** -0.200  0.000  ** -0.167  0.000  ** -0.057  0.000  ** 

     Std. Dev. 0.336  0.477   0.371  0.463   0.233  0.485   0.287  0.386   0.355  0.472   

     N. Obs 8,242  12,723   9,741  12,642   97  15,189   2,888  5,012   2,715  13,217  

CAPX                

     Mean 0.057  0.052  ** 0.060  0.052  ** 0.060  0.057   0.063  0.052  ** 0.060  0.056  ** 

     Median 0.032  0.039  ** 0.036  0.037   0.021  0.040  ** 0.034  0.034   0.030  0.040  ** 

     Std. Dev. 0.072  0.047   0.070  0.051   0.104  0.058   0.081  0.056   0.082  0.055   

     N. Obs 8,232  12,692   9,734  12,608   97  15,138   2,884  5,000   2,710  13,178   

 

 

 

               

Table 7. Summary Statistics Across Financial Constraints Group 
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Table 7 (continued)           

Financial Constraints Payout Ratio   Repurchase   Firm Size   IPO Age   KZ Index   

Criteria Cons. Uncons.   Cons. Uncons.   Cons. Uncons.   Cons. Uncons.   Cons. Uncons.   

 (A)  (B)  (A)  (B)  (A)  (B)  (A)  (B)  (A)  (B)  

AQC                

     Mean 0.027  0.025  * 0.026  0.027   0.005  0.027  ** 0.031  0.027  * 0.021  0.028  ** 

     Median 0.000  0.001  ** 0.000  0.001  ** 0.000  0.002  ** 0.000  0.000  ** 0.000  0.001  ** 

     Std. Dev. 0.065  0.053   0.061  0.057   0.030  0.058   0.068  0.059   0.055  0.059   

     N. Obs 7,996  11,939   9,394  11,920   97  14,179   2,807  4,809   2,612  12,436   

RD                

     Mean 0.070  0.024  ** 0.052  0.032  ** 0.387  0.023  ** 0.077  0.047  ** 0.116  0.025  ** 

     Median 0.011  0.001  ** 0.002  0.003  ** 0.213  0.000  ** 0.011  0.001  ** 0.024  0.000  ** 

     Std. Dev. 0.130  0.042   0.115  0.059   0.402  0.043   0.130  0.095   0.195  0.049   

     N. Obs 8,242  12,723    9,741  12,642    97  15,189    2,888  5,012    2715  13,217    

** and * indicate statistical significance at the 1% and 5% (two-tailed) test levels, respectively.         
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This table displays results for OLS estimations of the model with financial constraints criteria. The dependent variables in models are standardized 

CSP (SD_CSR). The estimations include year fixed-effects, two-digit SIC industry fixed-effects and correct the error structure of 

heteroskedasticity and clustering at the firm level. The associated t-statistics are reported in parentheses. 

Financial Constraints  Independent Variable      

Criteria ∆CASH  Q  SIZE  ∆NWC  CAPX  AQC  RD  N Adj.R2 

1.Payout Ratio                 

   Constrained 0.0210   0.0004   0.0185   -0.0094   -0.1383   -0.0090   0.1454  ** 7,298  0.1483  
 (1.34)  (0.17)  (1.38)  (-0.28)  (-1.28)  (-0.14)  (3.98)    

   Unconstrained -0.0306   0.0296  ** 0.0661  ** -0.1323  ** 0.5301  ** -0.1266   1.0138  ** 10,662  0.1164  
 (-0.65)  (4.06)  (2.62)  (-3.26)  (3.19)  (-1.38)  (5.71)    

2.Repurchase                 

   Constrained 0.0242   0.0001   0.0132   -0.0603  ** 0.0483   -0.0236   0.1536  ** 8,527  0.1199  
 (1.05)  (0.05)  (0.73)  (-2.81)  (0.38)  (-0.25)  (3.30)    

   Unconstrained -0.0470   0.0316  ** 0.0730  ** -0.1243  ** 0.3639  * -0.1480   0.4626  ** 10,672  0.1184  
 (-1.34)  (4.39)  (3.03)  (-2.64)  (2.18)  (-1.91)  (3.29)    

3.Firm Size                 

Constrained -0.0230   -0.0040   0.0075   0.0176   -0.5029  ** -0.7820   0.0715   95  0.6744  

 (-0.33)  (-1.22)  (0.19)  (0.50)  (-2.74)  (-0.93)  (1.28)    

   Unconstrained -0.1091   0.0368  ** 0.0566   -0.1839  ** 0.2752   -0.1342   1.3709  ** 12,441  0.1156  
 (-1.93)  (4.09)  (1.86)  (-2.79)  (1.53)  (-1.51)  (5.94)    

4.IPO Age                 

   Constrained 0.0248   0.0116  ** 0.0142   -0.0915   0.1709   -0.0721   0.0120   2,565  0.1807  
 (1.54)  (3.06)  (1.02)  (-1.68)  (1.55)  (-0.87)  (0.20)    

   Unconstrained -0.0368   0.0147  * 0.0761  ** -0.1566  ** -0.3139  * -0.3223  ** 0.3010  ** 4,336  0.1571  
 (-1.12)  (2.01)  (3.42)  (-2.80)  (-1.99)  (-2.89)  (3.50)    

Table 8. Regression Results Across Financial Constraints Group 
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Table 8 (continued) 

Financial Constraints  Independent Variable    

Criteria ∆CASH  Q  SIZE  ∆NWC  CAPX  AQC  RD  N Adj.R2 

5.WW Index                 

   Constrained -0.0259   0.0023   0.0333   -0.0829  ** 0.1518   0.0185   0.0577   2,463  0.2469  
 (-1.31)  (0.73)  (1.65)  (-2.85)  (0.96)  (0.13)  (0.87)    

   Unconstrained -0.0606   0.0315  ** 0.0614  * -0.1593  ** 0.2554   -0.1670  * 0.8524  ** 11,136  0.1107  
 (-1.66)   (4.35)   (2.42)   (-3.01)   (1.75)   (-1.98)   (5.07)       

** and * indicate statistical significance at the 1% and 5% (two-tailed) levels, respectively. 
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This table displays results for OLS estimations of the baseline model and augmented 

model with total samples. All samples includes 24,022 firm-year observations from 

1991 through 2015. Financial firms and public utilities firms (SIC code lies between 

6000 and 6999 and between 4900 and 4999) are excluded from the analysis. The 

dependent variables in Model (1) to (3) are standardized CSP (SD_CSR). The definition 

of variables in models are in Appendix B. All continuous variables except for CSR 

variables are winsorized at the 1st and 99th levels. The estimations include year fixed-

effects, two-digit SIC industry fixed-effects and correct the error structure of 

heteroskedasticity and clustering at the firm level. The associated t-statistics are 

reported in parentheses. 

Model (1) (2) (3) 

Sub Sample manufacture non-manufacture non-manufacture 

Independent Variable        

∆CASH  -0.0034   0.0034   0.0002  
 (-0.21)  (0.10)  (0.01)  

Q 0.0122  * 0.0154  * 0.0183 * 
 (2.53)  (2.44)  (2.55)  

SIZE 0.0575  * 0.0475  * 0.0431 * 
 (2.48)  (2.27)  (1.97)  

∆NWC  -0.0541   -0.1420  ** -0.1486 ** 
 (-1.75)  (-3.15)  (-3.41)  

CAPX 0.1500   0.1749   -0.0479  
 (0.85)  (1.22)  (-0.48)  

AQC -0.0876   -0.1354   -0.1044  
 (-1.01)  (-1.58)  (-1.13)  

RD 0.1775  ** 0.3275  ** 0.3573 ** 
 (2.70)  (2.73)  (2.95)  

Year FE Y Y Y 

Industry FE N Y N 

N 10,745  9,904  9,904 

Adj.R2 0.1011  0.1219  0.1090 

** and * indicate statistical significance at the 1% and 5% (two-tailed) levels, respectively.  

 

Table 9. Regression Results – Robustness Check       


