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ABSTRACT 
The corporate scandals in the beginning of the 21st century caused distrust in the market 
and a pressure for more disclosure to increase transparency. To broaden the traditional 
reporting, companies started to voluntarily disclose information regarding soft measures 
like Corporate Social Responsibility (CSR). Due to the fast development and popularity of 
CSR, more companies started to disclose a separate sustainability report to communicate 
information about these activities. The aim of the report is to provide stakeholders with 
accurate and transparent information regarding the companies CSR activities, but also to 
legitimize the business.  
 
The main purpose of this research is to investigate if the quantity of information disclosed 
in the sustainability report affects the financial performance of companies listed on 
NASDAQ OMX Stockholm. We also aim to investigate whether the existence of a report 
affects the financial performance. With companies spending an increasing amount of 
resources on disclosing voluntary information it is important to extend the research 
regarding CSR and the benefits to financial performance. 
 
This research ontological and epistemological positions are objectivism and positivism 
with a deductive approach. A quantitative method was used to gather sufficient data from 
existing databases and reports. For the first research question our population is all 
companies listed on NASDAQ OMX Stockholm on April 12th 2013, and for the second 
research question our population is the companies with a separate sustainability report in 
English from the accounting year of 2011. The financial performance data was gathered 
from the period 2012-04-01-2013-03.31. To answer our research questions and sub-
questions, six hypotheses were formulated based on relevant theories and previous studies. 
Several multiple linear regression analyses were performed to examine the relationship 
between the existence of the reports, and the quantity of information in them, to the 
company’s financial performance. Other regressions were performed to establish if the 
quantity disclosed was affected by industry classification or market capitalization size.  
 
Our results show that the neither the existence of a separate sustainability report nor the 
quantity of information disclosed in it has an effect on stock return. However, both having 
a separate sustainability and the quantity of information disclosed have a positive effect on 
stock volatility. Conclusively, companies do not benefit financially from disclosing their 
CSR activities through a separate sustainability report.  
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CHAPTER 1: Introduction 
In this chapter we provide the reader with an introduction to our research area. It starts 
with a problem background, which presents previous research, the research gap and 
subsequently guides the reader to the research questions. Purpose, contribution & 
limitations and choice of subject are then presented and the chapter ends with the 
distribution of the thesis. 

1.1 Problem background 
 

“Good disclosure of non-financial information enables investors to contribute to a more 
efficient allocation of capital and better achieve longer-term investment goals.  It can also 
help to make enterprises more accountable and contribute to higher levels of citizen trust 

in business.” 
 (European Commission, 2013) 

 
After the collapse of the two powerful corporations Enron and WorldCom in the beginning 
of the 21st century, people lost their confidence in the financial market. In order to restore 
the trust the Sarbanes Oxley Act was established in the US, which increased the pressure 
on corporate disclosure. From the public and regulators perspective, improved disclosure 
meant that activities could be monitored, which reduced the risk, but also that the 
information became more reliable. Similarly, some of the corporate benefits of good 
disclosure are the potential increase of firm value, minimization of the firms’ cost of 
capital and a reduced risk of fraud by insiders. Additionally, sound disclosure practices 
help investors to make useful decisions in their investment strategies (Hermalin & 
Weisbach, 2012, pp. 195-196). The importance of disclosure is communicating 
information regarding the companies’ activities and progress to its various stakeholders. 
Disclosure can take two forms; disclosure that is regulated by law or a generally accepted 
framework and voluntary disclosure. 
 
The most common tool for communicating information to stakeholders outside the 
company is through different reports, mainly the annual reports. To ensure that the 
information included in the annual reports is sufficient and meaningful, the scope of 
disclosure has to be broadened beyond the financial scope (Hooks et al., 2002, p. 502). 
This is also the reason why many financial reports have become more extensive over time 
e.g. in 1966 SKF’s annual report was only about 34 pages while it in 2011 was 170 pages 
(SKF, 1966, 2011). The increased demand for information lead to the disclosure of 
additional reports that was not legally required. This type of information is usually referred 
to as non-regulated voluntary information, and includes information regarding e.g. 
Intellectual capital, social and environmental issues (Artsberg, 2005, pp. 358-377). This 
type of information is not legally required and therefore the quantity and quality of the 
information differ greatly among companies; while some publish separate reports, some 
present the information on their websites and other companies add notes into their annual 
reports.  
 
Naturally, any type of disclosure is expensive to produce (Anonymous, 2002, p. 1444), 
therefore it is important that a report communicates information that is viewed as important 
from a stakeholder perspective. Information provided by the corporation is the basis for 
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investors to form expectations that determine a price of an asset (Verrecchia, 1983, p. 183). 
Investors need satisfactory information about a company’s assets and/or activities to be 
able to make correct assumptions regarding the market prices of the company’s stock. 
However, it is not always easy for companies to know what information the stakeholders 
are interested in or what to include in their disclosure (Nielsen & Thomsen, 2007, p. 25).   
 
Whether or not the information is relevant and beneficial depends on the stakeholder’s 
perspective and understanding of the communication. There are many different types of 
voluntary disclosure – both in how it is communicated and the type of information it 
includes. One type of voluntary disclosure is ethical considerations, which include taking 
responsibility for the society and to create a sustainable environment for the future. All 
these factors can be concluded by what the business community refers to as Corporate 
Social Responsibility (CSR), which is a phrase that has become increasingly common 
during the last few years. There is a large number of definitions of CSR, however, the 
consensus seem to be for the company to take responsibility – economically, socially and 
environmentally – beyond the legal scope of the business. A growing number of 
companies has realized the importance of sound CSR practices and activities, if not 
financially, then at least philanthropically. The increased awareness from companies can 
be derived from an increased pressure from stakeholders and their valuation of those 
activities.  
 
There can be several reasons behind the decision to disclose CSR information; a few of 
these reasons derive from companies that wish to influence the perceptions of the public 
and to improve their brand image. Hooghiemstra argues that CSR reporting aims to 
legitimize the companies’ actions, enhancing the image or reputation of the company and 
therefore it can be used to create a competitive advantage (2000, p. 64). Reporting is also 
important as it allows stakeholders to understand the decision-making and thus can extend 
stakeholders engagement into corporate accountability (Owen et al., 2001, p. 272). Despite 
certain concerns regarding the content of the reports, the frequency of reporting has 
increased during the last few decades, not only in the amount of information but also in the 
number of corporations involved in that type of reporting (Kolk, 2004, p. 51). To 
emphasize the information regarding CSR some companies choose to communicate 
through a stand-alone report, often referred to as the sustainability report.  
 
CSR reporting is not confined to a stand-alone sustainability report instead it is often 
included in the annual report. Kolk also explain that it has become increasingly common to 
include performance measures in the reports (2004, p. 58). Previously there was no 
corresponding framework for sustainability reporting as there was for financial 
information, which meant that it risked losing the credibility and comparability. For this 
reason, various guidelines and regulations have been constructed to ensure the accuracy 
and legitimacy of the reports and to provide performance measures and thereby provides 
stakeholders with a benchmark to compare against. A few these guidelines are the Global 
Reporting Initiative (GRI), Kinder, Lydenberg and Domini (KLD), Folksam and KPMG. 
Some countries, e.g. Sweden and Denmark, have also enforced standards and regulations 
regarding CSR reporting (KPMG, 2011, p. 9). These guidelines will help investors in their 
investment decision, as it allows them to compare companies and thus enable a better 
evaluation of their performance. Even if the guidelines enable comparisons, the 
information disclosed must still be considered valuable from a stakeholder perspective. 
Many stakeholders seem to agree that powerful and influential companies should take their 
responsibility and lead the way to a sustainable future. However, everyone does not agree 
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with this; some argue (Friedman, 1970) that companies main concern should be to 
maximize profits for their shareholders rather than to focus on sustainable development. 
This has lead to a discussion concerned with the balance between sustainable development 
and the financial performance of a company: Is it possible to do well by doing good? Or 
should CSR activities be seen as purely a cost that diminishes shareholder profit? In 
contrast to Friedman’s belief that shareholders only desire profit maximization, Welford 
states that shareholders today put greater pressure on companies to act more responsible, 
especially the long-term investors such as pension funds and investment trusts (2010, p. 
311). 
 
Some claim that the pressure from investors alone will not be a sufficient incentive; 
companies have to be able to see a financial gain in order to start acting socially 
responsible. For this reason many researchers have tried to find a connection between 
acting responsible and different types of economic gain. According to KPMG 47 % of the 
G250 companies reported a financial gain from their corporate social responsibility 
programs, most of this value came from increased revenues or improved cost savings 
(2011, p. 18). This fact is especially interesting as the empirical evidence within this 
research area has been inconclusive. One reason behind this perceived financial gain could 
be that companies view CSR as a good marketing tool, and thus as a way to add value to 
the company. Companies are supposed to be profit generating and therefore it can be 
difficult to justify costs that do not contribute to any obvious future benefits, or at least not 
proven future benefits. This can be one of the reasons why some companies are reluctant to 
get involved with CSR and also why a lot of previous research has focused on the financial 
benefits of CSR activities. The following researchers have tried to evaluate the quality of 
either the reporting (Frez & Källström, 2012; Hylander & Rydenbäck, 2009) or the 
activities themselves (Sen & Bhattacharya, 2001; Sun, 2012) and the effect it has on the 
financial performance. Some researchers have focused on whether CSR within specific 
areas (environmental, social or economical) has different effect on the financial 
performance. For example, Salomon & Barnett (2011) tries to estimate the shape of the 
relationship between corporate social performance and the corporate financial performance 
and is able to prove a U-shape between those measures of performance. Meaning that 
financial performance cannot be improved by adding social investments alone, firms must 
build stakeholder influence capacity before they can expect to see any gains (Salomon & 
Barnett, 2011, p. 1318).  
 
There are also different ways of estimating the financial performance; some researchers 
have evaluated the relationship between the quality of CSR disclosure and the cost of 
equity capital. Dhaliwal (2011) was able to prove a relation between increased CSR 
disclosure and lower future cost of capital in an American setting, while Reverte (2012) 
was able to find a similar relationship on the Spanish market. These studies indicate that 
the cost of capital is the way the market prices CSR disclosure. On the other hand, 
Richardson & Welker (2001) evaluates the relation between financial and social disclosure 
and the cost of equity capital of Canadian firms and was unable to find any relation 
between cost of equity capital and social disclosure. With similar results, McWilliams & 
Siegel (2001) argue that in equilibrium there should not be any relationship. Another type 
of financial performance tested is Return on Asset, both long term and short term, 
Aupperle et al. (1985) was unable to find a significant correlation between CSR and 
profitability using this measure. 
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Researchers evaluating the quality of CSR according to different standards, such as GRI, 
KLD and Folksam have had inconclusive results as well. Kunze (2008) evaluated the CSR 
report based on a sustainability grade provided by Folksam, with inconclusive results. Frez 
& Källström (2012) tried to evaluate the quality of CSR reporting done by Swedish 
companies based on GRI and estimate if there was an effect on the stock performance. 
They were unable to find any significant correlation between the two. As can be seen from 
previous research most focus has been on the quality of the sustainability report and 
whether that has an effect on the financial performance of the company. In an article from 
2011, Hooks & Staden evaluate environmental disclosures and investigates the relationship 
between quality and extent measures. In measuring the extent of the reporting in various 
types of reports they used sentence count, page count and proportion of pages. In their 
research they are able to find a positive correlation between the extent of the reports and 
the quality of them. However, Hooks & Staden (2011) never connects their findings to any 
financial measures. The basis for quality estimations and the measure of financial 
performance are different and the results found are inconclusive which means that no 
generalization has been made. 
 
Conclusively, good business communication to investors is of vast importance in order to 
convey transparency and legitimacy. It also aids investors to form assumptions about the 
price of an asset. Whether companies should disclose voluntary information or not has 
changed in recent times, as stakeholders require more information than before. A 
sustainability report is an example of such information. There has also been an extensive 
discussion of the CSR activities, and whether they add value to the company or merely 
should be considered a cost. As stated earlier, most of the previous research has focused on 
the quality of these activities in relation to financial performance. The reports have been 
evaluated based on various standards, such as Folksam, KLD and GRI, also, some 
researchers make distinctions between different industries, countries and CSR areas 
(social, economic and/or environmental). Additionally, even though some research 
concerning CSR and stock performance has been performed on the Swedish market, (Frez 
& Källström, 2012) the research does not evaluate the role of the quantity of information. 
Therefore we can identify two issues: the profitability of CSR activities and the 
understanding of the sustainability reports. Within the latter, there are two dimensions: the 
quality and the quantity of information disclosed in the report. The first one is rather 
popular in recent research and even though Hooks & Staden are able to find a positive 
relationship between the extent of the reporting and the quality of the reports, we have 
been unable to find any further research that explores the relationship between the quantity 
of information in the sustainability reports and the financial performance, specifically in 
terms of stock return and volatility. Therefore our research gap can be found by measuring 
if the quantity of the sustainability report has an effect on the financial performance of 
companies listed on NASDAQ OMX Stockholm. 
 

1.2 Research Question 
Corporations spend an increasing amount of money and effort on CSR reporting (Kolk, 
2004, p. 51), and therefore it is important that the information is communicated efficiently. 
Swedish companies has been at the forefront of this development and in recent years the 
Swedish government has required that all state-owned companies have to provide a 
sustainability report, which makes the Swedish market especially interesting to investigate. 
This has led us to the following research questions: 
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1. Does the existence of a separate sustainability report affect the financial performance 
for companies on NASDAQ OMX Stockholm? 
 
2. Does the quantity of information disclosed in the sustainability report affect the 
financial performance? 
 

1.3 Purpose 
The main purpose of this research is to investigate whether there is a relationship between 
the quantity of information disclosed in the sustainability report and the financial 
performance of companies listed on NASDAQ OMX Stockholm. First we aim to 
investigate whether the existence of a separate sustainability report affects the financial 
performance, and then develop the idea by looking at the quantity of information in those 
reports. Even though this is the logical order, we do not view these two questions as 
mutually exclusive; even if it would prove financially irrelevant for companies to disclose 
a separate report, the quantity of that report might still matter. Considering that companies 
spend an increasing amount of time and money on reporting, it is important to examine 
whether the quantity of information disclosed in those reports matter. Therefore the main 
focus of this thesis is the quantity of information in the sustainability report, which will be 
measured using reasonable proxies, such as the number of pages, words and characters 
used in the report. In order to measure the financial performance of a company we are 
using traditional measures such as stock return and volatility. By including all the 
companies on NASDAQ OMX Stockholm we will have a large population, which will be 
beneficial for making generalizations. As the purpose of this research is to provide 
financial analysts, regulators and investors with information to make adequate decisions, 
the ability to make generalizations regarding the population will increase the significance 
of this report. The result of the research will partly explain the rationale behind the 
quantity of information presented. Further discussion will evaluate whether or not the 
companies should spend time and money on increased reporting, and/or if regulators 
should bother with providing further regulations on the topic. Thus, another purpose of this 
report is to provide the market with knowledge regarding the relationship between the 
quantity of the sustainability report and the company’s financial performance. 
	  

1.4 Contributions & Limitations 
From a theoretical perspective the information provided in this research will be useful for 
other researchers who wish to perform further tests on the same or in a similar research 
area. Another scientific contribution is to fill the gap in the current research, which will 
provide the market with an increased understanding. The research will provide an 
additional perspective to the “Doing well by doing good”-discussion, as well as to the 
discussion whether sustainability reporting should be made mandatory. 
 
Our research will include all companies listed on NASDAQ OMX Stockholm on a specific 
point in time and financial performance measures from 2012-2013, which makes it specific 
and narrow. Therefore it can serve as a benchmark for continuous investigation and 
inspiration to perform similar tests on other markets. The many limitations of our research 
should be considered a scientific contribution since the information gathered is highly 
specific and can provide important indications on how other markets might behave. The 
limitations for creating the population are narrow enough to ensure that the results will be 
relatively free from bias and ensure the accuracy of the conclusions made. In our thesis we 
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do not plan to evaluate the CSR work and the report; we will merely measure the quantity 
of the sustainability report, which makes our thesis narrow and unique. The results of this 
thesis can be interesting for companies that have a separate sustainability report or for 
those who consider disclosing one. It would be useful, as it would allow them to 
understand the quantity’s effect on the financial performance.  
 
CSR is not a new topic but has increased in popularity during the last decade, therefore it is 
important that the discussion reflects the current society and that research on the topic 
seeks to present updated information. Since the chosen time frame represent the present 
this research will contribute to this discussion. Additionally, by investigating the 
sustainability reports of 2011 and the subsequent effect on the financial market, we do not 
have to be as concerned with how the financial crisis might affect our results. However, we 
are still able to gather sufficient data to ensure that the results are reliable. Also, the field is 
evolving which means that the data have to be updated continuously. 
 
From a practical perspective, the information provided in this research can be of different 
importance to regulators and/or to corporations, depending on the outcome of the study. 
Corporations and regulators will be given an indication of the importance of the quantity of 
the report provided, which in turn will give them an idea of their continued work regarding 
these reports. It will provide company management with an increased insight in how to 
best manage and allocate resources regarding CSR reporting. Regulators will also be 
provided an increased knowledge of the need for further regulations and laws concerning 
the accounting standards for sustainability reports.   
 
Our target audiences are people with prior in knowledge in business, primarily in the 
finance and accounting area. This means that the language used throughout the report will 
be somewhat advanced with terminology that is commonly used in the business 
community. Our research will provide financial analysts, regulators and investors with 
adequate information to base their decision-making on. 
 

1.5 Choice of subject 
The chosen field of subject is within finance and accounting, as these are our majors. 
During the one-year master at Umeå School of Business and Economics we realized that 
these fields often overlap, which meant that there were several possibilities of finding a 
research area that combines them.  After successfully passing all the courses in the one-
year master program in finance and accounting respectively, we wanted to find a subject 
that allowed us to deepen our knowledge in these areas. At the same time, both have a 
genuine interest in sustainability and especially sustainable development. During previous 
work experience we have been given the opportunity to see this was implemented in 
different business areas. Having an employer who value sustainability and who takes 
responsibility is something that is important for us in choosing future employment. 
 
The discussion regarding whether companies should be concerned with CSR at all is too 
narrow to be able to provide a satisfying answer. Who says that CSR activities and 
profitability cannot be combined? As mentioned earlier the empirical evidence of this 
question has been inconclusive, but perhaps the research has failed to measure and test the 
correct variables or maybe the focus has been wrong. Because it is not only important that 
sustainability is considered valuable, the communication must be effective in order for the 
information to be transmitted properly. One vehicle that communicates the CSR work is 
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the sustainability report, however, producing such a report is not mandatory nor is the 
standard of the report regulated. All these factors combined increased our interest in the 
topic and made us want to develop the existing research and provide new perspectives. 
Therefore we thought that it would be interesting to research if the quantity of information, 
and the existence of a separate sustainability report, can help boost the financial 
performance.  
 

1.6 Disposition 
 
Chapter 1: Introduction 
In this chapter we provide the reader with an introduction to our research area. It starts 
with a problem background, which presents previous research, the research gap and 
subsequently guides the reader to the research questions. Purpose, contribution & 
limitations and choice of subject are then presented and the chapter ends with the 
distribution of the thesis. 
 
Chapter 2: Theoretical methodology  
The second chapter describes the methodological considerations that have guided the 
process of this thesis. In the beginning of the chapter preconceptions and interests are 
presented to deepen the understanding of why the subject was chosen. Next, the writers’ 
belief of the construction of knowledge and an explanation of the structure of the thesis is 
presented. The chapter is concluded with data source and ethical and legal considerations 
 
Chapter 3: Theoretical framework 
This chapter describes relevant theories and literature that will provide the readers with a 
deeper understanding of the topic and presents the framework that leads to the 
development of the hypotheses that will be tested. The chapter will start with a review of 
the literature regarding financial performance. Thereafter, disclosure will be discussed, 
which then guides the reader towards CSR and sustainability reporting. These different 
sections will then be used to frame our research model, which is presented in the final part 
of this chapter.  
 
Chapter 4: Practical methodology 
The aim of this chapter is to describe the practical methodology of the research and what 
measures were used to perform the statistical tests. Initially the hypotheses are stated based 
on the information provided in previous chapters, then the population, segmentation, time 
horizon and measurements are described. The final part of this chapter will define and 
explain the statistical tests used in the research. 
 
Chapter 5: Empirical findings 
This chapter will be divided into two parts. First the descriptive statistics for the two 
research questions will be presented to get a deeper understanding of the data that will be 
analyzed, and then the results of the different statistical tests will be described.  
 
Chapter 6: Analysis & Quality criteria 
In this chapter we will discuss our findings by analyzing each hypothesis separately and in 
chronological order. The discussion and analysis will be performed with the theoretical 
framework and previous research in mind. The discussion and presentation of results were 
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separated to ensure a full understanding of the findings before the analysis began. The 
chapter will be concluded with a discussion regarding the quality criteria. 
 
Chapter 7: Conclusion & Further research 
This chapter will conclude the analysis from the previous chapter and clearly state the 
answers to the research questions. Then we will discuss how the purpose is fulfilled and 
the theoretical and practical contributions of our research. Finally, improvements and 
suggestions for further research are presented. 
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CHAPTER 2: Theoretical methodology 
The second chapter describes the methodological considerations that have guided the 
process of this thesis. In the beginning of the chapter preconceptions and interests are 
presented to deepen the understanding of why the subject was chosen. Next, the writers’ 
belief of the construction of knowledge and an explanation of the structure of the thesis is 
presented. The chapter is concluded with data source and ethical and legal considerations.  

 

2.1 Preconceptions 
During the process of writing a degree project there is always a risk of subjectivity and that 
our own background, knowledge, experience and believes affect the process. However, the 
fundamental knowledge gained from our four years of university studies have provided us 
with enough understanding and critical awareness that we are able to separate our own 
subjectivity from this research. Moreover, the gathering of data ensures a certain level of 
objectivity, as we are unable to affect the data collected. The same is true for the statistical 
test that will be performed on this data. Another aspect that ensures the objectivity of the 
paper is feedback and guidance of supervisors and colleagues. By reading the research 
continuously they were able to critically question areas of the research, which helped 
improve the quality and objectivity of the research process. 
 

2.2 Perspective 
This research has been written from the perspective of the stakeholders of the sustainability 
report, including financial analysts, company management, regulators and the company’s 
stakeholders. This has guided the literature search, data selection, choice of methods and 
has helped limit the research question. Throughout the thesis, the information will be 
presented in a way that will contribute to the stakeholders of this research. However, as the 
paper is written with specific perspectives in mind it can affect the process of the research 
and create some bias. Although it is also useful to ensure that the purpose and contribution 
of the thesis is fulfilled. However, it could be interesting for future research to write a 
similar research with other perspectives in mind. 
 

2.3 Research philosophy 
Choosing the research philosophy will guide us in the choice of research method. It is an 
important step in performing the research as it helps the researcher to frame their view of 
the world and thus explains how the social reality should be studied (Saunders et al., 2012, 
p. 680). Aside from helping researchers in the framework of their methodology the 
research philosophy can provide the reader with a better insight into the limitations of the 
research and the choices made. Kuhn claims that effective research must start before the 
scientific community have explicit answers to the following questions; “What are the 
fundamental entities of which the universe is composed? How do these interact with each 
other and with the senses?” (1962, pp. 4-5). In other words, how do we perceive reality 
and entities that it is composed of, and the interaction among them? He also mentions that 
we need to consider what questions to ask about such entities and the techniques used in 
seeking a solution (Kuhn, 1962, p. 5). Bryman & Bell describe several factors that can 
affect the business research and that will be discussed in this chapter, these factors can be 
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seen in Figure 1 (2011, p. 29). Research philosophy concerns both epistemological and 
ontological considerations, which we aim to discuss in the following section. 
	  

	  
Figure 1. "Influences on Business research"  
Source: Bryman & Bell, 2011, p. 29 

2.3.1 Epistemology 
The epistemological considerations concern the question regarding what can, or should be, 
considered acceptable knowledge within an area. Mainly, how should the research itself be 
constructed; should there be differences between the construction of studying social 
science and natural science? This philosophical idea is described by two contradicting 
positions; positivism and interpretivism. (Bryman & Bell, 2011, p. 15). 
 
According to Bryman & Bell, positivism is difficult to define and is therefore used 
differently by different authors. However, Bryman & Bell define positivism as a position 
that aspires to apply the methods of natural sciences to study the social reality and beyond 
(2011, p. 15). They argue that the word positivism also includes a few other principles. 
Firstly, only what can be established by the senses can be accepted as knowledge, meaning 
that knowledge has to be observable and when observations are collected they have to be 
free of value. Secondly, that positivism includes the generation of hypothesis to be tested 
which will allow the assessment of laws, and that knowledge “is arrived through the 
gathering of facts that provide the basis for laws” (Bryman & Bell, 2011, p. 15. Lastly, 
that a scientist should only be concerned with scientific statements, not normative ones. 
(Bryman & Bell, 2011, p. 15) 
 
Kuhn supports the belief that a problem must have an observable solution; he stresses that 
these types of problems are the only ones that the community will accept as scientific 
and/or encourage colleagues to undertake (1962, p. 37). MacKenzie argues that today the 
word positivism is used to describe a view that accepts a correspondence theory of truth 
and the idea of a single reality independent of human beings. Therefore methods used 
within natural science should be adopted in research on social questions (2011, p. 534). 
Positivism is the ambition to copy methods of natural science into other research areas, and 
that a distinctive idea was to avoid making conclusions about what lies beyond the 
observations (MacKenzie, 2011, p. 535). 
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The alternative to the positivistic position is interpretivism. Interpretivism disagrees with 
the idea that social science could be researched by using the same methods as in natural 
science (Bryman & Bell, 2011, p. 16). The view within this philosophical research 
approach is that “the subject matter of the social sciences - people and their institutions - 
are fundamentally different from that of the natural sciences” (Bryman & Bell, 2011, p. 
16). This in turn means that a social researcher must grasp the subjective meaning of the 
social observations and activities. Wright explains that the difference lies in the emphasis 
on the explanation, which is often found in natural science, while interpretivism has an 
emphasis on understanding the phenomena rather than the with the forces that act on it 
(1971, p. 5). They continue to argue that a social researcher that adopts this stance will not 
only focus on how the members of a group interpret the world around them, most likely 
they will also aim to place the interpretations within the frame (Bryman & Bell, 2011, p. 
19). According to Saunders et al. interpretivism is especially suitable when business and 
management is being research, mainly within the fields of organizational behavior, human 
resource management and marketing (2009, p. 116). 
 
As mentioned earlier the differences between these two stances is that one focuses on the 
explanation (positivism), while the other seeks an understanding of the observations 
(interpretivism). One could claim that while positivism asks the question “if”, 
interpretivism is more focused on the “how”. Based on the formulation of our research 
questions; “Does the existence of a separate sustainability report affect the financial 
performance for companies on NASDAQ OMX Stockholm? Does the quantity of 
information disclosed in the sustainability report affect the financial performance?” we 
seek to answer “if” the sustainability report affects financial performance. As described 
earlier, we are not aiming at evaluating the CSR work being performed nor are we trying to 
gain a deeper understanding of how the financial performance is affected nor how the 
readers interpret the report. Thus, our epistemological position is positivistic; we argue that 
the phenomenon we are researching can be measured and proven. Our view of knowledge 
is that something must be observable to be considered true, meaning that only confirmed 
phenomena can and should be referred to as knowledge. This also includes the positivistic 
view that information gathering should imitate natural science to ensure the objectivity of 
the data, and that the data truly is observable. This is supported by Çakir’s notion that for a 
positivist, something is only meaningful if it is logically true, or if it is empirically 
verifiable (2012, p. 666).  
 
While interpretivism is concerned with the psychology of human beings and fields such as 
management, marketing and HRM, where the understanding of behavior is important and 
focuses on “soft” issues, positivism is more concerned with explanations of observations 
and is often connected to natural science, and the study of “hard” issues. Accounting and 
finance can be seen to include both “soft” and “hard” issues, as numbers are merely 
observations and no value is put into the disclosure of the financial data, while there are 
areas within the fields that are “softer”; for example the behavioral finance. This research 
will focus on the “harder” issues within accounting and finance - disclosure and an 
observable effect on the financial performance. As none of the data gathered will be 
affected by our own subjectivity, the understanding of any psychological reasons for these 
effects will not be included nor will the explanation of “how” the reports are interpreted be 
investigated, our research is most appropriately conducted from a positivistic position. 
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2.3.2 Ontology 
Ontological considerations are concerned with how social entities are built up; if they can 
be considered to be objective and thus have a reality external to social actors, or if the 
perceptions and actions of social actors is what construct the social entity (Bryman & Bell, 
2011, p. 20). The two contradicting positions within ontology are objectivism and 
constructivism. 
 
Objectivism is a stance that argues that entities are independent of the social actors within 
it and thus has reality externally from those (Bryman & Bell, 2011, p. 20). For example, an 
organization can be considered a tangible object that is structured in a way that is beyond 
the reach and the influence of the social actors within it. Bryman & Bell continues to 
explain that the objectivistic position views organizations “as an external reality that acts 
on and constrains people” (2011, p. 21). Nightingale & Cromby describe objectivism and 
realism as the same position, and state that it means that the nature of the world is beyond 
our interactions and discussions regarding that world, and thereby social constructions are 
already existing grounds of institutional power (1999, p. 209).   
 
The other ontological position is constructionism, or also called social constructionism, 
which takes the opposite position from objectivism. The supporters of this stance believes 
that social entities cannot be viewed as separate from the social actors that it consists of, 
and that it is they who construct these entities or organizations through their interpretations 
and interactions (Bryman & Bell, 2011, p. 22). This also means that in order to understand 
a social entity we must investigate it by including the perspectives and meanings of the 
actors within it, as these will influence how the entity is structured. This is supported by 
Saunders et al. who stress the importance of investigating the subjective meanings that 
motivate social actors in order to understand the actions (2009, p. 111). As organizations 
are not viewed as pre-given and as it exists through the interaction of social actors within 
it, it is in constant revision (Bryman & Bell, 2011, p. 22). 
 
In this research the companies sustainability report will be investigated, even though 
individuals produce them, we argue that it is the reports, the object, that will influence 
people and their valuation of the company. Based on the formulation of our research 
questions, we clearly believe that organizations are objective social entities that have an 
affect on individuals, thus our ontological position is objectivistic. Nightingale & Cromby 
describe constructivism as “the belief that we have no way of obtaining reliable knowledge 
of an external world, since all we have available to us are our perceptions or sense data” 
(1999, p. 210). It is our belief that by gathering objective data we can conjure reliable 
knowledge concerning the external world and the influence it may have on processes and 
individuals. Critics of objectivism claim that this view makes simplistic assumptions of the 
importance of observation and measurement as a key to good science, thereby neglecting 
an “interpretive gap” between the described world and the “construction of behavior and 
feelings, and the things themselves” (Parker, 1999, p. 27). While this position view 
subjectivity in data collection as a way of deepening the understanding of results, and a 
way to fill the “interpretive gap” it is our belief that this subjectivity is unreliable data as it 
cannot be observed and clearly measured. Knowledge should be objective and observable 
in order to be reliable, and that organizations are external entities that have the power to 
influence individuals our ontological position is firmly objectivistic. Parker continues to 
describe an impossible task that an empiricist (a broader term of objectivist/positivist) is 
faced with; setting up a situation where the subjects must behave without theories about 
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what they are doing or what is done to them (1999, p. 29). However, in our research this 
task will certainly not be impossible, as the “subject” of this research is a platonic object 
that will not have theories about what its doing or is done to it. Or as Robson describes it; 
“we are dealing with something produced for some other purpose. It is an unobtrusive 
measure [...] which is non-reactive, in that the document is not affected by the fact that you 
are using it.” (2002, p. 349). As such, there should not be a risk of the same “interpretive 
gap” as Parker is concerned about in the objectivistic approach. Naturally, this is also the 
reason why the objectivistic stance is the logical position in our research. 
 

2.4 Research approach 
After confirming our philosophical standpoint we need to determine what research 
approach we should build our research on. The research approach determines the 
relationship between theory and research and will help us to determine our research design. 
There are two contradicting research approaches called deductive and inductive. In the 
deductive approach a hypothesis is developed in order to test a general theory or idea. The 
research is designed to test the hypothesis and draw conclusions from the result and then 
either confirm or modify the theory. In contrast, the inductive approach use findings and 
observations to build a new theory. The goal with the inductive approach is to observe the 
gathered data and find patterns or other evidence in order to draw generalizable 
conclusions. Bryman & Bell argue that the inductive approach is a process that use 
observations/findings to conjure theories while a deductive approach is described as a 
process that use theories to deduce hypotheses which will lead to observations/findings. 
(Bryman & Bell, 2011, p. 13) 
 
Some researchers state that it can be useful to attach these research approaches to the 
different research philosophies and methods. Positivism is often attached to deduction and 
often used in combination with a quantitative study while interpretivism is often attached 
to the inductive approach and is more commonly used when conducting a qualitative study 
(Bryman & Bell, 2011, p. 13; Saunders et al., 2012, p. 143-146).  
 
By creating an understanding for existing theories we have been able to see relationships 
and connections between different theories. From this we have been able to deduce 
hypotheses that will be tested rigorously. The results of the tests are then used in addition 
to the existing theories to make inferences that will increase the knowledge in the 
researched area. Bryman & Bell explain that the social scientist must deduce hypotheses 
then formulate the concepts from the research into operational terms (2011, p. 11). As the 
theories were studied thoroughly before the deduction of hypotheses and the various 
concepts are explained in detail and then used to operationalize the research our research 
approach is clearly deductive. In the inductive process an hypothesis is often found without 
the review theories that risk influencing the research and/or findings. After the testing of 
the hypotheses the inductive researcher draw generalizable inferences from their 
observations to formulate a new theory (Bryman & Bell, p. 13). However, as our aim is not 
to create new theories through empirical tests but to empirically test existing theories and 
research to make new inferences that will lead to a revision of confirmation of those 
theories, our research approach is deductive. 
 



	  

14	  
	  

2.5 Research design 
When thinking about and deciding the research question it is inevitable to also consider the 
purpose of the research itself. These are the areas that will guide how the research is 
designed. Saunders et al. describes that the classification of the designs are usually referred 
to as exploratory, descriptive and/or explanatory (2009, pp. 138-139). It is also common to 
have more than one research design in a single project (Hair et. al. 2007, p. 162). 
 
Most literature seems to agree that an exploratory design is appropriate when the 
researcher investigates a new interest or if the study itself is relatively new (Babbie, 2004; 
Hair et al., 2007; Robson, 2002; Saunders et al., 2009). This type of design is aimed at 
finding new relationships, patterns, themes and/or ideas, which is also why it is so useful 
when the research question is vague or when there are insufficient theories to develop 
hypotheses (Hair et al., 2007, pp. 153-154). Babbie explains that a shortcoming of 
exploratory studies more often hint at the answer rather than providing satisfactory 
answers of the research question (2004, p. 89). Hair et al. continues to explain that 
exploratory research focuses more on qualitative techniques (2007, p. 155), as qualitative 
research often is the natural choice when a new subject is examined. Considering that our 
research questions and purpose are quite specific, and the subject we are investigating is 
not new this design is not the appropriate choice for this research. 
 
Descriptive research is defined as research that aims to describe some situation or event, 
and that the researcher describes what was observed and/or measured (Babbie, 2004; Hair 
et al., 2007; Saunders et al., 2009). Hair et al. goes on to explain that descriptive design 
often includes descriptive data and focuses on describing some characteristic presented in 
the research question (2007, pp. 154-55). He also argues that descriptive studies tend to be 
more confirmative than for example exploratory studies, as it often test hypotheses and 
thus reach a clear answer (2007, p.  156). Babbie describe a similar relationship; that 
descriptive studies “are typically more accurate and precise than are causal ones” (2004, 
p. 89). Saunders et al. writes that the design is often an extension of the explanatory 
research and stresses the importance of having a clear understanding of the phenomenon 
you wish to collect data on before collecting the data (2009, p. 140). 
 
Lastly, there is the explanatory design, which is referred to a bit differently in the 
literature. While Hair et al (2007) call it casual design, Saunders et al. (2009) and Robson 
(2002) name it explanatory design but they all define it in a similar way. According to 
them, this design is appropriate for research that investigates if one event causes another, 
or more specifically tries to establish a causal relationship between variables (Hair et al., 
2007, p. 160; Robson, 2002, pp. 159-160; Saunders et al., 2009, p. 140). Babbie describes 
a more general design that aims to explain things, and that it seeks to answer the question 
of “why” as a result of gathered data (2004, p. 89). He focuses on the inference made by 
the researchers after the data is collected. They are rather similar in their description of the 
explanatory design, but henceforth we will focus on the definition provided by Hair et al. 
(2007) and Saunders et al. (2009). Saunders et al. also explain that the emphasis lies in 
studying an event or problem in order to explain the relationship between the variables 
(2009, pp. 140-141).   
 
Based on the descriptions of the different research designs and the formulation of our 
research questions and purpose, the appropriate design for this research would be 
explanatory. Even though this research is partially descriptive the focus is on the 
explanatory aspect of the study. Babbie explains that even though many quantitative 



	  

15	  
	  

studies focus primarily on explanation, they also go on to describe the observed patterns 
and what they may mean (2004, p. 89). As mentioned in previous sections the question is 
precise with a yes/no answer; “if there is a relationship”, therefore our aim is to find the 
cause and effect. Hair et al. (2007)  and Saunders (2011) argue that if this is the case then 
an explanatory design should be used. Hair et al., also mention that descriptive studies 
might involve gathering and observing financial/economic data from documents (2007, p. 
155). However, as the main focus of this research lies on finding a causal relationship 
between variables, namely the quantity of the sustainability report and the financial 
performance, the explanatory design is appropriate in the structure of this research. 
 

2.6 Research strategy 
The choice of research strategy should be guided by the research questions and the 
objectives along with the philosophical underpinnings (Saunders et al., 2009, p. 141). 
There are several strategies to choose from and some are more common within certain 
philosophical views and/or research designs. However, Saunders et al. are careful to point 
out that each of the strategies can be used for exploratory, descriptive and explanatory 
research and should not be considered mutually exclusive (2009, p. 141). 
 
Saunders et al. lists eight different research strategies that is commonly used in research for 
social science (2012, p. 173) and are described in Table 1. 
 
Strategy Description 
Experiment Experiments own much to natural science, and the purpose is to study a change in 

an independent variable causing a change in a dependent variable. 

Survey 
 

This strategy focuses on collecting opinions from a sample on a specific topic. A 
common tool for gathering the data is through questionnaires, which allows you 
to gather quantitative data. 

Archival 
Research 

Uses administrative records and documents as a primary source of data. 
 

Case Study 
 

Explores a research topic within its context, or within real-life context. Relevant 
if the researchers wish to understand the context and the processes enacted. 

Ethnography Is used to study specific groups. 
Action 
Research 

A process of inquiry that through collaboration and participation solves real 
Organizational problems 

Grounded 
Theory Used to develop theoretical explanations of social actions and interactions. 

Narrative 
Inquiry 

Collecting complete stories of personal interpretation of an event or series of 
events. 

Table 1. Summary of research strategies.  
Source: Saunders, 2012, pp. 171 – 188 
	  
Saunders et al., mention that the even though the experimental research owns a lot to the 
natural science it is quite common in social and psychological science (2012, p. 174). 
Bryman & Bell on the other hand, claim that it is quite rare in business and management 
research (2011, p. 45). Bryman and Bells description regarding the experimental design 
holds more true to the natural science; they describe it as a examining the change in a 
dependent variable by manipulating the independent variable(s) (2012, p. 45). Thus, even 
though we are studying the relationship between variables, we are not manipulating many 
of them and therefore our research cannot be considered experimental.  
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As mentioned earlier, this research is not aimed at a deeper understanding of why a 
company report, nor how the investors might feel about or perceive a specific report. As 
such, the use of a survey cannot be used, nor should our strategy be ethnographic and/or a 
case study. An ethnographic research is aimed at describing and explaining the social 
world as the individuals that inhabit it would (Robson, 2009, p. 178; Saunders et al., 2009, 
p. 150), which is not the purpose of this report. Additionally, as the research is done on a 
large number of companies it cannot be considered a case study either. Another important 
aspect is that grounded theory, ethnography and case study are all mostly common within 
the inductive approach for obvious reasons, and for the same reasons they are not 
appropriate for this research as they would suit the purpose. 
 
Archival research strategy is the most appropriate for this study as it emphasizes the use of 
“administrative records and documents and the principal source of data” (Saunders et al., 
2009, p. 150). In order to answer our research questions we aim at gathering data from one 
document specifically; the sustainability report, and compare that to financial data 
regarding the company’s’ financial performance. The collected data will be from 
secondary sources, but as they are initially gathered for other reasons than for this research, 
they will serve as a measurement of day-to-day activities and is therefore a relevant source 
for this research. Hakim argues that when secondary sources are used in this account, they 
are a part of the reality being studies instead of being considered a poor substitute of the 
data that would have been collected otherwise (1987, pp. 38-39). Additionally, the use of 
secondary data as a basis for re-evaluating and re-assessing the data is highlighted, and 
thereby the use of it as a basis for making “new” conclusions and inference not done by 
previous researchers (Hakim, 1987, pp. 21-24; Robson, 2009, p. 360). In this research data 
will be gathered to find new patterns and relationships. This along with the fact that the 
data collected is a secondary source is the main reason why the archival strategy is the 
appropriate choice for this research. 
 

2.7 Time horizon 
Another important question that needs to be considered when planning your research is if 
you want to study a population at a single point in time or to study a change in a population 
over time. The cross-sectional design involves studying a particular population at a single 
point in time. The population is split into different groups with the same characteristics in 
order to make it possible to compare the groups. The cross-sectional design is often used to 
look at the existence of phenomena in a given population and allow the researcher to study 
numerous variables at once. (Saunders et al., 2009, p. 155) In contrast, the longitudinal 
design study a population’s change or effect over time. In other words, the same variables 
are measured repeatedly for the same population at subsequent series of occasions 
(Robson, 2002, p. 160). Thus, the longitudinal design can include observations over a long 
period of time. The possibility of making causal conclusions is high since the variables are 
explained chronologically (Bryman and Bell, 2011, pp. 57-58).  
 
The focus in our research is to see if there is any relationship between the quantity of the 
sustainability report and the stock performance. Our research follows the cross-sectional 
design since we are not aiming to see if there have been any changes in the quantity of 
information the sustainability report during the last years, which would have been the 
focus for a longitudinal design. Instead we are investigating if we can see any patterns in 
the quantity of the sustainability report between different groups e.g. industries or size at a 
single point in time. The cross-sectional design is often used to look at the existence of 
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phenomena in a given population and allows the researcher to study numerous variables at 
once. By using the cross-sectional we can examine if there is a difference in the quantity of 
the sustainability report between different industries or size of companies listed on 
NASDAQ OMX Stockholm.  
 

2.8 Research method 
Usually, the main difference between quantitative and qualitative research is put on the 
collection of data, and what answers the data aims to cover. The main distinction between 
quantitative and qualitative research is that while one focuses on numerical data the other 
focuses on non-numerical data (Babbie, 2004, p. 26; Hair et al., 2009, p. 204). However, 
this is a simplified explanation regarding the differences. Even though Bryman & Bell also 
mention a similar difference they go on to explain that the two methods differ in 
epistemological and ontological considerations too, along with plenty of other details 
(2011, p. 26). We do not plan to go into all those details; instead we will focus on the main 
distinctions and the reasons for its application to this research. 
 
Quantitative research gathers numerical data in order to represent the characteristics of 
something (Hair et al., 2009, p. 152), and as such the observations become easier to 
compare and summarize (Babbie, 2004, p. 26) which in turn makes it suitable for statistical 
analysis (Babbie, 2004; Bryman & Bell, 2011; Hair et al., 2009). In this research numerical 
data will be gathered to represent the quantity of information in the sustainability report 
and to represent the financial performance of companies. Statistical tests will then be 
performed to establish possible relationships between the different variables. In the 
qualitative approach the use of hypotheses is less common as there would be concern that 
it may affect the direction of the study (Hair et al., 2009, pp. 152-153). However, in the 
quantitative method it is often described as the natural process in data analysis, especially 
with the use of statistics. For these reason a quantitative research method will be the most 
appropriate choice in this study. Some might claim that the advantage of structure and 
representativeness that quantitative research provides is a trade off with the disadvantage 
of a loss in the richness of meaning, inference and conclusions, which is commonly found 
in qualitative studies (Babbie, 2004 p. 26). However, as the purpose of this research is not 
aimed at gaining a deeper understanding or answer the question why, that trade off is not 
significant. Additionally, using a quantitative approach will allow us to examine a large 
population size and thus add significance to our research. Naturally, this can be achieved 
through a qualitative method also, but it would be too time consuming to be done for this 
project. 
  

2.9 Literature and data source 
According to Saunders et al. literature sources can be divided into three groups; primary, 
secondary and tertiary (Saunders et al., 2012, p. 82). Our research’s main sources for our 
introduction and theoretical framework are secondary sources such as previous research 
consisting of scientific articles, books and data obtained from official databases. The 
scientific articles that have been used in our theoretical framework and introduction are 
mainly collected from the databases Emerald and Business Source Premier (EBSCO) that 
is available at Umeå University Library and DIVA. These two databases are useful search 
tools to find secondary sources. The following keywords have been used in order to find 
relevant articles for our subject: disclosure, voluntary disclosure, information, reporting, 
CSR, corporate responsibility, corporate citizenship, sustainability, Sweden, environment, 
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quantity, financial performance and the Swedish word for sustainability which is 
hållbarhet. Since both of us are fluent in both Swedish and English we have used sources 
written in both languages. This has broadened our search area and provided us with more 
country specific information. When we explain common concepts in finance and 
accounting we used textbooks used during the later years of our education. 
 
To ensure the accuracy of the scientific articles and that the articles are written and used 
for the correct purpose we made a critical assessment of each article and made sure that 
they were all peer reviewed. It is important to consider the motives and perspectives 
behind each written article, to achieve a better assessment of those sources. It is almost 
impossible to know when you have covered enough and that the information gathered 
provide coherent and sufficient knowledge. During the search we never used tertiary 
sources, if a tertiary source seemed interesting we tracked down the original source (thus 
only using secondary sources). After examining multiple articles we noticed that many 
sources reappeared, which was when we decided that the search had been sufficient and 
that we covered the most important aspect of the research area. Numerical data will be 
gathered through Thomson Reuters DataStream and from the sustainability reports of the 
251 companies listed on NASDAQ OMX Stockholm. The sustainability reports are 
secondary sources but since we are extracting certain information regarding the quantity 
we are creating a new database from the existing data. 
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2.10 Summary of theoretical methodology 

	  
Figure 2. Summary of the theoretical methodology 

2.11 Ethical, legal and social considerations 
When performing research it is important to consider the ethical impact the study can have 
and if there are any legal or ethical transgressions in performing the research. Even though 
new research is important, it should not be performed at any cost, which is why it is 
important to show that the procedure of this research has been performed with careful 
considerations. Ethics is a broad topic and includes various aspects. It is described as 
“guidelines and principles that help us uphold our values - to decide which goals of 
research are most important and to reconcile values and goals that are in conflict” 
(Diener & Crandall, 1978, p. 3). Diener & Crandall have divided the area into four parts; 
whether there is harm to participants, whether there is a lack of informed consent, whether 
there is an invasion of privacy and whether deception is involved (1978, pp. 17-96). 
During the process of this research there has been no harm to participants since there has 
been any participants involved in the collection of data. The data used has been gathered 
from the companies’ web pages and from data streams constructed for public information. 
Since the information gathered is publicly available there has been no invasion of privacy. 
Additionally, informed consent is often irrelevant for observations of public records, as it 
would be too time-consuming (Diener and Crandall, 1978, pp. 38-39) and in our case, the 
companies have already given an “informed consent” by publishing the information. 
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Lastly it is important to consider how the information and data gathered is used so that it 
will not be presented in a deceitful manner. Diener and Crandall explain that deceit has to 
do with “the deliberate misrepresentation of a scientific study” (1978, p. 72). During this 
process we have been careful to use our sources in the correct context and ensure that our 
understanding justify the way it has been included in our research. This is to verify that the 
source or idea is not used in a deceitful way. Furthermore, whenever a theory or idea has 
been used, that is not our own, we have referred back to the author(s) and made sure to 
include them in our reference list. 
 
Another aspect to consider in order to exclude deception from this research is how the data 
has been processed and gathered. Different statistical test will be performed to investigate 
potential relationships, but the data itself will not be altered or adjusted in any way. The 
data will be used as it is presented and/or measured, and our method for gathering the data 
will be explained and motivated thoroughly. Additionally, we do not have any 
preconceptions regarding the results of this research and therefore we have no reason to 
change the results - no matter what they will show. There will be no gain for us 
irrespectively if a relationship is proven or not. 
 
Not only the legal and ethical consideration should be considered when performing 
research, it should be equally important to consider the societal effect the research might 
have. This is something that is especially important for this research and that we as authors 
feel is an important topic. Our aim of conducting this research is to increase the knowledge 
regarding sustainability reporting, which will hopefully lead to an understanding of the 
importance of taking environmental and social responsibility. Any additional awareness 
that is given to corporate responsibility can be helpful to society as it means that 
companies will work towards creating a sustainable future.  
 
Not only will this research provide companies with an increased incentive to work actively 
with CSR activities, but it can also improve the ethical concerns of managers and 
investors. As our research aims to contribute with increased information for the investment 
decisions and aid management in disclosure decisions, both can increase awareness and 
increase the pressure for other companies to get involved. Society has much to gain from 
an increased awareness regarding CSR and any additional incentive for companies to take 
such matter seriously should be considered beneficial from a social and environmental 
perspective. 
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CHAPTER 3: Theoretical framework 
This chapter describes relevant theories and literature that will provide the readers with a 
deeper understanding of the topic and presents the framework that leads to the 
development of the hypotheses that will be tested. The chapter will start with a review of 
the literature regarding financial performance. Thereafter, disclosure will be discussed, 
which then guides the reader towards CSR and sustainability reporting. These different 
sections will then be used to frame our research model, which is presented in the final part 
of this chapter.  
 

3.1 Financial performance 
When discussing financial performance it is inevitable to question what aspects that should 
be valued and how they ought to be valued. A company that performs well is able to create 
value for its shareholders, satisfy clients, respect the environment and create a positive 
work environment for their employees (Mărioara & Tatiana, 2012, p. 901). Much of the 
information regarding this can be found in the companies’ financial statement. The income 
statement describes the aggregated income and expenses in order to efficiently 
communicate the financial performance of a company to outside investors (Barker, 2004, 
p. 158). From Barkers perspective the financial performance refers to a company’s profit 
that he defines as “clean surplus”, which means that it includes all income, expenses, 
gains and losses as it’s recognized in the financial statements (2004, p. 157). There seem to 
be a consensus where financial performance generally includes a company’s ability to 
create additional value, usually in the form of economic quantitative value, as this is more 
easily measured (Barker 2004; Kolodinsky & Richie, 2003). Considering that stocks are 
priced according to the markets expectations and are supposed to reflect all the available 
information on the market (Fama, 1991, p. 1575) it is our conclusion that the stocks can be 
used to estimate the financial performance of a company. This is possible as an increase in 
profits, i.e. improved financial performance, will result in an increased stock price. Stock 
return can then be used as a proxy for the company’s financial performance and volatility 
for the uncertainty of it. 
 

3.1.1 Financial performance measures 
As we concluded above, financial performance has to do with how well a company or an 
asset is able to create profit. Profitability analysis is helpful in management planning, 
decision-making, strategic decisions and for valuation (Penman, 2013, p. 365). Measuring 
a company's performance is done through various measurements such as return of common 
equity (ROCE), return on assets (ROA) and return on net operating assets (RNOA), to 
mention a few (Penman, 2013, p. 365). Although, in this case we are interested in 
valuation of a specific asset, namely the stock. In order to evaluate whether stocks are 
valued correctly and thereby fairly priced, different ratios are commonly used along with 
various forecasting models. These include P/E ratio, P/B ratio, dividend discount model 
and residual earnings model. However, if we wish to evaluate the performance of the stock 
itself, the change in price is what will provide us with the most appropriate estimation. 
This is also called capital gain.  
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3.1.2 Stock Return   
When discussing return in general, it is common to refer to the creation of value from an 
investment, or in other words the return of an investment. All investors want to know that 
the invested amount will create a positive return. In corporate finance it is common to talk 
about the net present value of an investment, where the present value of future cash flows 
are added to the initial cost of investing, which will result in the present value of an 
investment (Penman, 2013, p. 90). In the case of a stock, the return is what the investors 
earns by holding a stock during a period of time; it is the capital gain during the period 
plus dividend (Penman, 2013, p. 56). Capital gain is described as the change in price of an 
investment (Penman, 2013, p. 56). Therefore, the stock return for period t is as follows; 
 

 
 
where Pt - Pt-1 is the change in price of the stock during the period, or the capital gain, and 
dt is the dividend earned during the period (Penman, 2013, p. 46). 
 
As mentioned earlier, when calculating the return of an investment it is common to 
discount the amounts since investors prefer value now rather than in the future (Penman, 
2013, p. 86). When calculating this it is important to use appropriate discount rates and 
because the future cash flows are uncertain the discount rate must include a measurement 
of risk. Time value of money and a risk measurement are the two aspects that jointly serve 
as an investor’s required return or cost of capital (Penman, 2013, p. 86). This is also the 
reason why return and risk are difficult to discuss separately. In order to invest money into 
an asset or a project investors require a certain level of return on their initial investment. 
The return must compensate for the amount of risk the asset or project involves and the 
time value of money, thus the cost of the investment (Penman, 2013, p. 106). Consider two 
equal investments with the same level of risk but different return, naturally an investor will 
choose the investment with the higher level of return for the same or lower amount of risk. 
 

3.1.3 Volatility  
Volatility is normally measured by an assets variance or standard deviation. Schwert 
claims that the standard deviation is the most commonly used measure of the volatility of 
stock return and that many academicians has concluded that volatility should be measured 
as the percentage change in prices (1990, p. 26). Variance and standard deviation are often 
used to summarize the spread of possible outcomes (Brealey, 2011, p. 193), and when the 
volatility is high the probability of seeing extreme values of returns is high too (Schwert, 
1990, p. 26). Another way of defining volatility is: “A variable’s volatility, 𝜎, is defined as 
the standard deviation of the return provided by a variable per unit of time when the return 
is expressed using continuous compounding” (Hull, 2012, p. 205). We can rephrase this as 
the changes in the return of a variable over a specific time frame. This time frame can be 
expressed from everything from a day to a year (Hull, 2012, p. 205).  
 
Even though volatility is highly influential in investment decisions and affects the expected 
returns, the empirical data of its cause has been inconclusive (Hull, 2012, p. 207). Research 
has shown that asset prices tend to be much more volatile during exchange trading hours 
than during non-trading hours (Fama, 1965). A logical reasoning behind this observation 
may be that new information causes revaluations of assets among investors that in turn 
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causes changes in prices. Another explanation could be that it is trading itself that causes 
the increased volatility during trading hours. Both these examples have been presented by 
Hull, who explains that even though the “new information” explanation might seem the 
most logical it is not supported by research (2012, p. 207). However, in an article French 
aims to explain the difference in volatility between trading and non-trading hours by 
considering three explanations; 1. that the changes are caused by public information, which 
is more likely to be communicated during business hours, 2. volatility is caused by 
informed investors use of private information when trading, 3. the cause is pricing errors 
that occur during trading (1986, p. 6). French concludes that there seem to be two general 
explanations; that information is spread more frequently during business hours and that 
trading itself induces volatility (1986, p. 23).  

3.1.3.1 Historical volatility 
For a long time financial analysts has struggled with a way of forecasting various 
variables, in order to make predictions and sound investment decisions. Some use 
historical data to make predictions about the future whilst others claim that historical data 
does little to explain the future (Fama, 1965, p. 34). Despite this, historical volatility is a 
common way to measure volatility of an asset and widely used in the business community 
(Engle, 2004, p. 406). Historical volatility is when historical data is used to estimate the 
present volatility (Hull, 2012, p. 604). Engle stresses the importance of choosing an 
appropriate time frame for estimating volatility using historical data (2004, p. 406). If the 
period is too long then it may not be relevant for the present while if it is too short, the 
estimate could become obscured by noise (Engle, 2004, p. 6). 

3.1.3.2 Implied volatility 
As mentioned earlier many investors wish to make predictions about the future, which is 
why it may be useful to perform forecasts about future volatility. Hull writes that even 
though risk managers often use historical data to calculate volatility they also keep track of 
the implied volatility (2012, p. 208). In option pricing implied volatility is calculated in the 
Black-Scholes model to make an estimate about the future volatility. Even though 
historical volatility is more commonly used, Dubofsky & Miller argue that implied 
standard deviation is the superior measurement of volatility (2003, p. 534). This is mainly 
because the implied standard deviation provides an understanding of how the market will 
appreciate the risk. 
 

3.1.4 Efficient Market Hypothesis 
Since we are investigating how disclosure of information will affect the stock market it is 
relevant to examine various theories relating to the distribution of information on the 
market. If the prices include all the available information on the market, it is reasonable to 
assume that more information could lead to a more accurate valuation of a security and 
thereby better pricing. From this perspective, if the managers believe their stock to be 
inaccurately priced, they might need to consider what and how much information they 
disclose to the market. Additionally, they need to consider if they believe the capital 
market to be efficient, as this will also affect their decision to disclose information.  
 
According to Fama, the capital markets’ role are to allocate the ownership of the whole 
economy’s capital stock (1969, p. 383). In order for firms to be able to interpret market 
signals in an accurate way and thus make sound investment decisions, in an ideal market 
the security prices should fully reflect all available information at any given time (Fama, 
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1969, p. 383). When this occur the market is considered efficient. In a second article 
continuing the revision on the literature of efficient market hypothesis, Fama defines 
efficient market hypothesis (EMH) simply as: “that security prices fully reflect all 
available information” (1991, p. 1575). 
 

	  
Figure 3. Forms of efficient market 

Within efficient market theory three categories of hypotheses are presented to test the 
market efficiency. This concerns the definition of information used in the test and how 
they differ (see Figure 3); these three are; 1) The weak form where the information is 
considered to be only that contained in historical prices, 2) the semi-strong form where it is 
considered to include all the information obviously publicly available at time t, 3) the 
strong form, where information is considered to be all the information known to anyone at 
time t (Fama, 1969, p. 383). The weak form explains that previous observations cannot be 
used to assess future prices, and therefore the future prices on the stock market can be 
considered random (Kendall, 1953, p. 13). Fama continues to explain that there are a few 
market conditions that might help or be an obstacle to an efficient adjustment of prices 
based on the information available (1969, p. 387). The conditions required for a market to 
be efficient are first of all “that there are no transaction costs in trading securities”, 
secondly, “all available information is costlessly available to all market participants” and 
finally, “all agree on the implications of current information for the current price and 
distribution of future prices of each security” (Fama, 1969, p. 387). The last assumption 
has to do with the rationality of investors, and their ability to process the available 
information. Fama is careful to mention that despite the fact that this theory does not 
necessarily reflect reality, market efficiency can occur even if the second condition is not 
fulfilled. Not even high transaction costs can in themselves imply that all available 
information is not reflected in the price (Fama, 1969, pp. 387-388). However, in the second 
article on the same topic, Fama puts more emphasis on the importance of the costless 
available information and lack of transaction costs for the strong version of the hypothesis 
to be upheld (Fama, 1991, p. 1575).  
 
In this second article Fama is much more critical towards the efficient market theory, or at 
least at its strongest form and in the way it was presented initially. Grossman & Stiglitz 
explain the necessity of the costs for gathering information to be zero (1980, p. 404), 
which Fama in his later article agree with (1991, p. 1575). Fama continues to explain that 
the reason behind the critical assessment of his earlier work lies new and improved ways of 
measuring and collecting data, especially for daily returns (1991, p. 1601), something that 
is supported by Jensen (1978). Jensen explains that the improved data and more 
sophisticated econometric calculations have allowed us to find inconsistencies with the 
theory, which was previously missed (1978, p. 95). One of these inconsistencies is 
presented by Grossman & Stiglitz who argues that there is a fundamental conflict between 
the incentive to gather information and the efficiency of the spread of information on the 
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market (1980, p. 405). The only way for investors who gather information to earn a return 
on that activity is if it provides them with a “better” position than uninformed investors 
(Grossman & Stiglitz, 1980, p. 404). Therefore, if the market efficiency hypothesis is true 
in its strongest form, there would be no incentive for investors to gather information, as it 
would not provide any additional return. None of the authors mentioned above claim to 
want to destroy the theory, instead they wish to find ways to redefine it. The critical 
assessments of the theory have resulted in an improved understanding and some 
reconstruction of the theory itself. Fama describes the assessment made by Grossman & 
Stiglitz (1980) and reaches the conclusion that the strictest form of the hypothesis is not 
true (1991, p. 1575). His argument for this is that if it was true then there would be no 
mechanisms to adjust the prices to the new information (Fama, 1991, p. 1605). In his 
review of literature on Efficient market Hypothesis, Brown concludes that for “small 
investors, with limited capital and limited access to special information” the theory and 
how it is described can be considered accurate (2011, p. 83).   
 

3.1.5 Behavioral finance 
One of the main assumptions behind EMH is that investors are considered to be rational all 
the time, and are able to process all information in a rational way (Shiller, 1999, p. 1307). 
As there is empirical proof that the market is not always efficient and that investors are not 
always rational we must also investigate the theories used to explain these anomalies. 
These theories will help gather an understanding why prices of securities do not always 
reflect all the available information, and thereby why more disclosure might not always 
lead to a more accurate valuation.  
 
In EMH, the weak form explains that no conclusions can be drawn from historical prices in 
order to predict the future prices; the stock market can be considered random (Kendall, 
1953, p. 13). Eventually researchers started questioning that the EMH theory could remain 
solid at all times and empirical research found market imperfections and movements that 
contradicted Kendall’s theories (Brealey et al., 2011, pp. 349-351). During the last decades 
there has been a large number of anomalies observed in markets, these include returns that 
tend to be higher in January compared to other months and lower on Mondays (Brealey et 
al., 2011, p. 351). The conclusion from this is that the rationality of investors are not 
always correct and that we need to find alternative theories to further explain and develop 
the ideas behind EMH (Shiller, 1998, pp. 1307-1308). For this reason behavioral finance 
has emerged with several psychological biases that help explain these anomalies and the 
lack of rationality among investors (Nguyen & Schüßler, 2013, p. 187). Overconfidence, 
gambling behavior, cognitive dissonance and disjunction effect are just a few examples of 
these psychological biases (Shiller, 1998, pp. 1313-1331). There are many psychological 
behaviors that can affect an investor in a investment decision. A few of the most common 
include herding or mimicry, where investors tend to follow each other. Investors are also 
known for being overconfident and having an over-optimism regarding certain events and 
their affect on the stock market. All of the psychological behaviors discussed can cause 
irrational behavior on the stock market and therefore affect the prices of stocks and how 
investors chose to value them.  
 

3.1.6 NASDAQ OMX 
As NASDAQ OMX is used to frame our population and a part of our research question it 
is important to define and explain what it is. In this section will clarify what NASDAQ 
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OMX is, and also more specifically what NASDAQ OMX Nordic and NASDAQ OMX 
Stockholm is.  
 
Forty years ago NASDAQ started as an association that aimed to create a computerized 
way for investors to buy and sell stocks in a transparent and fast system. The hope was to 
reduce the inefficiency of in-person stock transactions and close price gaps that had been 
reality previously. The National Association of Securities Dealers Automated Quotation 
(NASDAQ) went live on the 8th of February 1971. Since then NASDAQ have become the 
standard for markets worldwide and provided growth companies with a chance to raise 
capital which was not available to them before. In 2007 they combined with the 
Scandinavian exchange group OMX and became The NASDAQ OMX Group. (NASDAQ) 
 
Today the NASDAQ OMX Group operates on six continents and has seventy exchanges in 
50 countries, which makes them the world’s largest exchange company. The group trades 
equities, options, derivatives, fixed income and commodities to mention a few, and claim 
to be dedicated to designing “powerful, relevant index and benchmark families that are in 
sync with the continually changing market environment”(NASDAQ). With nearly 2000 
diverse indexes, that cover asset classes, countries and sectors, NASDAQ OMX is able to 
provide a comprehensive insight into the global markets. (NASDAQ) 
 

3.1.7 NASDAQ OMX Stockholm 
After a parliamentary decision in 1862, the Stockholm stock exchanged opened for trading 
on February 4, 1862. Today the Stockholm stock exchange has an average of 225 000 
trader per day and is a part of the NASDAQ OMX Nordic. NASDAQ OMX Nordic 
includes the stock exchanges in Helsinki, Copenhagen, Stockholm, Iceland, Tallinn, Riga 
and Vilnius. For this research the focus will lie on the NASDAQ OMX Stockholm. This 
exchange can be divided into different segments, one based on the listed companies size 
(based on the market value of the company); Large Cap, Mid Cap and Small Cap. On April 
12th there were 251 companies listed on NASDAQ OMX Stockholm and out of those 61 
Large Caps, 67 Mid Caps and 123 Small Caps. Another division is based on the sectors the 
listed companies mainly operate within, which in turn has been done in accordance with 
Global Industry Classification Standard (GICS). There are 10 different sectors, which 
include energy, finance and real estate, health and commodities to mention a few. 
NASDAQ OMX is a regulated market, which means that it follows certain laws and 
regulations. (NASDAQ Nordic) 
 

 

Figure 4. NASDAQ OMX Stockholm 30 Index: 2011-01-01 to 2013-03-31.  
Source: NASDAQ OMX Nordic 
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Figure 4 shows an index of the 30 largest companies on the NASDAQ OMX Stockholm. 
The financial information includes all of 2011 until 2013-03-31. This information is 
included to provide an indication of the fluctuations on the Swedish market during this 
period. Even though it only includes the 30 largest companies, this index is know to 
provide a good estimate for the entire market, and as can be observed, the index price 
fluctuated quite a lot during 2012. Since we are gathering financial data from parts of the 
periods described in this figure it can be relevant to use as a benchmark and to deepen the 
understanding of our observations. 
 

3.2 Disclosure 

3.2.1 Communication and Voluntary disclosure 
Transparency and trustworthy disclosure of voluntary information has become increasingly 
important in recent times, but can it be financially justified for companies to provide such 
information to investors? In todays informational society there is an increased pressure for 
companies to make all information regarding the company available at all times to 
everyone. It is no longer sufficient to merely provide an annual financial report, especially 
as most questions cannot be answered by numbers alone. To ensure that the information 
included in the corporations annual reports are sufficient and meaningful, the scope of 
disclosure has to be broaden beyond the financial scope (Hooks et al., 2002, p. 502). One 
example is the intangible assets that are difficult to explain through financial data alone, 
additional information regarding these activities have to be provided in the notes. As good 
business communication can help a company to grow it should be at the heart of any well 
functioning organization (Sinha, 2012, p. 7).  
 
Efficient communication is not only important within the company but also to stakeholder 
outside the organization. Sinha claims that communication involves “transmission of ideas, 
thoughts, information, opinions and plans” and that it is important that there is clarity and 
understanding between the sender and receiver (Sinha, 2012, p. 7). The most 
comprehensive and easily available source of communication from companies to 
stakeholders outside the company is the financial reports (Hooks et al., 2002, p. 516). 
Some types of business activities do not have to be included in the financial reports, nor do 
they have to be audited. This type of information is usually referred to as non-regulated 
voluntary information, and includes information regarding intellectual capital and CSR 
reporting among others (Artsberg, 2005, pp. 358-377).  
 
Even though there are no legal requirements to disclose voluntary information, companies 
might still decide to communicate it to their investors. A reason for this is that information 
provided by the corporation is the basis for investors to form expectations that determine a 
price of an asset, both whether the information is disclosed or not (Verrecchia, 1983, p. 
183). IASB mention three qualitative measures to evaluate the information provided in 
report; relevance, reliability and comparability (Artsberg, 2005, p. 168). Therefore it is 
important for management to ensure that investors are provided with adequate information 
to be able to form correct assumptions regarding stock price and company value. 
 
As will be discussed in the section regarding information asymmetry it is easy to assume 
that rational investors will gather as much information as possible in order to make 
profitable investment decisions. Muth stresses the importance of understanding what type 
of information is used and how it is used to frame expectations about the future (1961, p. 
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315). Meaning that the information disclosed should be presented from the various 
stakeholders’ perspectives. Kolk describe a similar scenario, where some “key 
stakeholders” are singled out in the report and given extra attention (2004, p. 57). The 
conclusion drawn from this is that corporations want to ensure that their reports are able to 
communicate important information to those that the company view as “key stakeholders”. 
Of course there is a risk in singling stakeholders out, as some stakeholders might be left 
out. 
 

3.2.2 Stakeholder theory 
To obtain an understanding of why companies choose to disclose voluntary information in 
form of sustainability reporting and how this information can be useful for the different 
actors, we use the stakeholder theory. One of the most famous developer of the stakeholder 
theory is Edward Freeman that in his book Strategic Management: A Stakeholder 
Approach from 1984, define a stakeholder as ”[...] any group or individual who can affect 
or is affected by the achievement of the organization’s objectives” a definition that is 
supported by Laplume et al. (Freeman, 1984, p. 46; Laplume et al., 2008, pp. 1152-1153). 
The model aim to describe a company's environment and its influencing forces and the 
model can be divided into a number of stakeholders. The purpose with the stakeholder 
theory is that a company should create value to all of its different stakeholders (see Figure 
5); customers, employees, communities, suppliers and investors alike. In some cases the 
stakeholders can have common interests but at other times they can have conflicting 
interests and then it is important that the management do their best to satisfy all of their 
stakeholders. (Freeman, 1984, p. 25) One can assume that a shareholder’s main interest is 
probably to get the highest return while the local community main interest can be that the 
company should act in way that is good for the environment. Freeman claims that a 
corporation needs to be successful in their present and future environment in order to 
survive years that are more turbulent (1984, p. 27). 
 

 	  
Figure 5. Model of the Stakeholder Theory.  
Source: Developed from Donaldson & Preston, 1995, p. 65 
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During the years the stakeholder theory has been criticized for being too simple and due to 
this criticism Clarkson (1995, p. 105) advanced the initial theory by dividing the 
stakeholders into two groups, primary and secondary stakeholders. The primary 
stakeholders are the ones that are essential for the corporation’s operations and are e.g. 
customers or owners. The primary stakeholders have a direct impact on the corporation 
and their opinions are of importance for the running of the organization. Media and NGOs 
on the other hand are considered to be secondary stakeholders since they do not affect the 
company directly. The secondary stakeholders affect the company indirectly but are not 
essential for the company’s survival. The secondary stakeholders can have the capacity to 
affect the public’s opinion about the company’s performance by giving the company a 
good or bad reputation. (Clarkson, 1995, pp. 105-107) However, the recent development 
have shown that is becoming more difficult to distinguish the two groups, primary and 
secondary, since the reputation of the corporations have became more important and that 
can be one of the reasons why companies choose to disclose information regarding 
voluntarily disclosure subject. 
  
Our conclusion from this is that in theory, it is the stakeholders who have the power and 
can influence the company to work towards certain goals or implement specific practices. 
Freeman use CSR as an example to show how the companies’ stakeholders' influence has 
increased in comparison to the past when they only had a limited influence on business 
(1984, p. 38). According to Grafström et al. it has become increasingly important for the 
corporation to identify its stakeholders in order for the company to manage the relationship 
with them, and be able to work proactively with CSR (2008, p. 68). Nielsen & Thomsen 
also explain that the increased importance of transparency and accountability has pressured 
organizations to work actively with CSR and to decide how to implement and 
communicate this to their stakeholders (2011, p. 25) 
 

3.2.3 Legitimacy theory 
The stakeholder theory explains to whom the company discloses information while the 
legitimacy theory can be used to explain different strategies for legitimizing the business 
and the information disclosed to stakeholders. The legitimacy theory argues that 
organizations should continually certify that they follow and work within the norms and 
rules that society requires (Suchman, 1995, p. 574). Whether or not a company can be 
considered legitimate is in the eye of the beholder (Zimmerman & Zeitz, 2002, p. 416) and 
Bitektine argues that it can be understood as an actor’s perception of an organization, 
specifically actions such as acceptance and endorsement (2011, p. 152). The definitions of 
legitimacy varies but there seem to be a consensus among them, we choose to use 
Suchman’s definition in this research; “Legitimacy is a generalized perception or 
assumption that the actions of an entity are desirable, proper, or appropriate within some 
socially constructed system of norms, values, beliefs, and definitions.” (1995, p. 574). 
Suchman is careful to mention that legitimacy does not only refer to how people act 
towards an organization but also how they understand them and that a company which is 
considered legitimate is viewed as more worthy, more meaningful, more predictable but 
also more trustworthy (1995, p. 575).  
 
Considering that legitimacy lies in the eye of the beholder it is important to communicate 
relevant information to various stakeholders to improve their image of the company. This 
is also why legitimacy theory is relevant to our research; sustainability reporting is an 
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important tool to improve a company’s reputation and prove that it works within the norms 
and rules of society. The implication of a more favorable perspective of the company from 
different stakeholders could improve the brand and the business for the company. 
Naturally, this in turn could lead to an increased financial performance.  
 
Since norms and rules change over time, so must organizations. An important tool in 
communicating legitimacy is through the various reports companies publish that describe 
their actions. By communicating efficiently companies will become socially accepted and 
thereby get access to resources they need to survive, as such legitimacy can be explained 
as a way for companies to justify their continued existence and growth (Zimmerman & 
Zeitz, 2002, p. 414). If legitimacy truly is in the eye of the beholder it is important to 
consider to whom information is presented. The better the information is aimed at a 
specific group of individuals the better chance it has of being perceived efficiently. 
Considering the objectives of seeking legitimacy can also help a company frame the 
stakeholders and thereby communicate more efficiently. The stakeholders' desires are 
different as well as their perception of legitimacy. A company that is considered legitimate 
by some stakeholders can at the same time be viewed as unlawful by others (Suchman, 
1995, p. 574). However, it is important to keep in mind that legitimacy depends on a group 
of individuals but not on any specific individual (Suchman, 1995, p. 574). 
 

3.2.4 Information asymmetry 
From the efficient market hypothesis we know that the prices should reflect all available 
information on the market, but what happens if that information is not available for 
everyone, or if everyone are not able to process it? Information asymmetry is a theory that 
discusses the issue of diverging levels of information among various actors on the market. 
The theory is relevant for our research as we are investigating what effect the quantity of 
information has on the financial performance. As such, this theory will help explain why 
more information might provide investors with the knowledge to fairly assess the value of 
a security and why there might be stocks on the market that are not priced according to its 
value.  
 
Information asymmetry was first discussed by Akerlof in 1970, where he explained that 
there will inevitably be a difference between the information of the seller and the buyer, 
but not necessarily a difference in price among the products offered (1970, p. 488-489). 
This in turn means that the buyer can buy a good of high or low quality yet still pay the 
same price for it (Akerlof, 1970, p. 489). This resulted from the fact that there was an 
informational asymmetry between the seller and the buyer, and where the buyer was at an 
informational disadvantage without a chance to control the quality of the good bought 
(Akerlof, 1970, p. 489). Continuing on this theory, Izquierdo & Izquierdo describes some 
key assumptions that they claim does not necessarily hold; 1) There must be some quality 
indicators only visible to one party, 2) Informed sellers present both low-quality and high-
quality products and the buyer has no or little information about the seller’s trustworthiness 
(2007, p. 858). They also mention that the incomplete information of buyers could cause 
market failure and sometimes even destroy a market (Izquierdo & Izquierdo, 2007, p. 859). 
 
However, there are some authors who claim that the market is not fully efficient and that 
the prices do not fully reflect all the available information. Grossman argues that if the 
price system perfectly aggregates information there is no longer any private incentive to 
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gather information (1976, p. 574). Therefore, if the information is expensive to collect 
there must be noise in the system so that the “informed” traders can earn a return on the 
information gathering activities (Grossman, 1976, p. 574). This in turn means that different 
parties on the market have diverging amounts of information, which leads to information 
asymmetry and the fact that the stock price may be unfairly priced. 
 
A way of reducing the information asymmetry is to ensure that information regarding the 
company is easily available to everyone on the market. Normally, companies produce 
public reports to convey information about the company’s situation and thereby reduce the 
information asymmetry (Garkaz et al., 2012, p. 63). As the information asymmetry is 
reduced the investors can once again have faith in the fact that the securities on the market 
are priced fairly. A conclusion from this would be that the uncertainty of investors would 
be reduced and thereby the volatility of the stock price would become lower too. Aerts et 
al. research showed that quantitative verifiable (hard) disclosure was related to lower stock 
price volatility, and that indicative unverifiable (soft) disclosure was marginally related to 
reduced stock price volatility (2009, p. 72). However, it is important that the information is 
credible and of high quality. Clinch et al. proved in their research that the audit quality has 
an affect on the quality of the financial reporting information and the flow and allocation 
of information to traders (2012, p. 762). Levitt even goes so far as to state that the success 
of capital markets depend directly on the quality of accounting and information disclosed 
(1998, p. 80). High quality accounting and auditing leads to greater investor confidence 
with reduced capital costs, improved liquidity and more fairly priced securities (Levitt, 
1998, p. 81).  
 
Even though many investors seek the chance to become more enlightened in the hope to 
make arbitrage profits, some researchers claim that additional information does not 
necessarily help in the decision-making (Ariss et al., 2007, p. 278). Ariss et al were able to 
prove that more knowledge could decrease accuracy but instead increase the confidence in 
predictions made (2007, p. 278). Despite that, the rational expectations theory asserts that 
the economy does not generally waste information and that the formation of expectations 
depends on the structure of the entire system (Muth, 1961, p. 315). In order to make good 
predictions and formulate relevant expectations the investors will have to gather 
information. Muth continues to explain that it is important to understand how expectations 
might change when the amount of information available or when the structure of the 
system is changed (1961, p. 315). Thereby, we conclude that the amount of information 
available will affect the expectations of investors and therefore is of importance when 
investigating the volatility and return of the stock market.  
 

3.3 CSR 

3.3.1 The development of CSR 
The discussion regarding responsibility and whom it concerns is a well-discussed topic 
today, however, Corporate Social Responsibility is not a new topic. Different types of 
Corporate Responsibility (CR) practices date back to the industrial revolution (Roome, 
2010, p. 294). At the time, CSR was mainly concerned with employees and ensuring full 
efficiency of workers to increase productivity (Carroll, 2008, p.20). In today’s society the 
focus has changed and with increasing globalization and importance of sustainable 
practices, CSR has gained a strong foothold in the Western business environment (Dobers, 
2010, p.19).  
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While many authors agree that with an increased power comes increased responsibilities, 
the issue whether corporations should be concerned with creating stakeholder value or 
merely shareholder value has been widely debated. One of the most famous authors in this 
area was the American economist Milton Friedman who wrote an article in the New York 
Times in 1970, stating that corporations main concern should be to make money. He even 
goes so far as to say that businesses are artificial and thus cannot have responsibilities. 
Friedman argues that the only person who could take responsibility is the CEO, however, 
the CEO’s main responsibility is to conduct the business as the shareholders desire and  
their desire is to make as much profit as possible while conforming to rules and laws of 
society (Friedman, 1970).  
 
This article has led to a wide discussion of the balance between sustainable development 
and the financial performance of a company. The discussion is mainly if CSR activities are 
a profit generator or purely a cost, thereby if it should be a concern of the corporations. 
There are those who claim that shareholders do not only desire profit maximization, as 
described by Friedman, but that there are shareholders that put great pressure on 
companies to act responsible. This mainly concerns long-term investors who need to 
consider the long-term profits and might have specific rules and guidelines to follow, such 
as pension funds and investment trusts (Welford, 2010, p. 311). During the time when 
Friedman’s article was published the concept of CSR was considered with great 
skepticism, however, with modern times business scandals “shareholder value” received a 
bad reputation. Borglund et al. explains that it was a few unfortunate turn of events that 
caused “shareholder value” to receive a bad reputation (2009, p. 49). He claims that it was 
the financial markets shortsighted influence on the companies that was questioned, and the 
importance of a long-term perspective with good stakeholder relations was stressed 
(Borglund et al., 2009, p. 49). The credibility and trustworthiness of companies was greatly 
damaged, and they were in general perceived as greedy, self-serving capitalists (Borglund 
et al., 2009, p. 50). This in turn meant that a lot of self-regulation was “forced” upon the 
companies that turned the focus towards sustainable development, and changed the focus 
from merely shareholders to all the stakeholders (Borglund et al., 2009, p. 54). The 
companies were urged to voluntarily strengthen the credibility and trustworthiness for 
themselves and the financial market by showing responsibility and a focus towards 
sustainable development (Borglund et al., 2009, p. 54). This is also when an important 
dimension of CSR emerged; the voluntariness of CSR. In an examination of the various 
definitions of CSR, Dahlsrud found five important dimensions that were reflected to 
various degrees in the different definitions. These included the stakeholder, social, 
economic, voluntariness and environmental dimension of the concept, stated according to 
their importance in the different definitions (2008, p. 5). Dahlsrud mentions that the 
concept of CSR is continually changing and that the order of the dimensions might not be 
the same as if more current definitions were examined (2008, pp. 4-5). Carroll argues that 
the CSR concept transitioned into other themes during the 90’s, this meant that 
stakeholders grew in importance and that the business ethics theories were included (1999, 
p. 292).  
 
Borglund et al. also describe the importance of stakeholder and their role in the 
development of CSR; he writes that the investors, through their demand for ethical and 
responsible investment, increased the awareness of CSR (2009, p. 56). With these 
requirements from investors, an incentive was created for companies to work continuously 
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with CSR and provide the market with information of those activities. Because investors 
demand for sustainable financial products increased there has been great development of 
investments that suits this purpose. A few examples include indexes, where the companies 
included has to fulfill certain criteria, e.g. FTSE4GOOD and the Dow Jones Sustainability 
Index. It is also this development with sustainable and ethical investments which has 
resulted in the fact that most listed companies are unable to ignore CSR and the importance 
it serve in the investment decision. They also claim that CSR is thought to create financial 
value today and that is built on the assumption that businesses that address CSR creates a 
better long-term return and is therefore a better investment overall. (Borglund et al., 2009, 
pp. 56-58) 
 
Sweden has experienced a similar development as described above. Most of the largest 
listed companies include CSR activities in their management strategies, both in Europe and 
in Sweden (Borglund et al., 2009, p. 97). In Europe as much as 97 % of the largest 
companies include information about CSR activities on their webpages, and in Sweden the 
number is 75% among the 100 largest companies (Borglund et al., 2009, p. 97). Initially, it 
was only the global and large companies that were involved with CSR, as it was also these 
that were mostly affected by the negative publicity and the lack of credibility described 
earlier. However, the motivation to get involved with CSR spread to smaller companies 
too, even those with primarily a local focus (Borglund et al., 2009, p. 98). 
 

3.3.2 Definition of CSR 
Many authors describe the confusion regarding the definition of CSR (Carroll and 
Shabana, 2010; Dahlsrud, 2008; Van Marrewijk, 2003) and some of them have set out to 
gather the different definition to formulate a consensus amongst them. One of them is 
Dahlsrud who explains that the competing definitions of CSR will create diverging biases 
that might ultimately prevent productive engagements (2008, p. 1). 
 
In an attempt to summarize the evolution of CSR, Carroll states that he considers the 
1950’s to mark the modern era of the concept (1999, p. 268). He continues to explain that 
even though the definitions increased in numbers during the 60’s it was nothing like the 
proliferation the concept experienced during the 70’s (1999, p. 268). During this time the 
definitions also became more specific and also alternative emphases was observed, e.g. 
Corporate Social Performance (CSP) and Corporate Social Responsiveness (Carroll, 1999, 
p. 291). In the 80’s the focus was on performing empirical research, measuring CSR and 
developing the concept rather than providing the business community with new definitions 
(Carroll, 1999, p. 291). The largest transition of CSR happened during the 90’s, when the 
concept came to incorporate alternative themes as stakeholder theory and CSP. Similarly to 
the 1980’s there were no new definitions added to the literature during this decade (Carroll, 
1999, p. 292). 
 
The discussion as to what CSR means and what it should include is an ongoing 
deliberation, and even today there is no one definition that is used more than another. 
However, in an analysis of 37 different definitions, Dahlsrud (2008) is able to find a 
consensus, or some recurring dimensions, through a content analysis. He was then able to 
estimate the relative usage of these five different dimensions. The definitions examined 
came from 27 authors between 1980 and 2003, though mostly from 1998 and forward. The 
five dimensions presented in the relative usage order was stakeholder, social, economic, 
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voluntariness and environmental. The top four dimensions ranked above 80 %, meaning 
that there was a great possibility for it to be included in a random definition. The lowest 
ratio was attributed to the environmental dimension that “only” ranked 59%, still, it is 
more likely than not to occur in a random definition. It could be noted that the discussion 
regarding the environment has grown in importance during the last decade, which means 
that the definitions included in Dahlsrud’s research might not necessarily reflect the 
present to a full extent. (Dahlsrud, 2008, pp. 2-5) 
 

Author Definition Year Page 
Howard R. 
Bowen 

”it refers to the obligation of businessmen 
to pursue those policies, to make those 
decisions, or to follow those lines of action 
which are desirable in terms of the 
objectives and values of our society” 

1953 p. 6 

Keith Davis ”businessmen’s decisions and actions 
taken for reasons at least partially beyond 
the firm’s direct economic or technical 
interest” 

1960 p. 70 

Thomas M. 
Jones 

”corporate social responsibility is the 
notion that corporations have an obligation 
to constituent groups in society other than 
stockholders and beyond that prescribed by 
law and union contract. Two facets of this 
definition are critical. First, the obligation 
must be voluntarily adopted; behavior 
influenced by the coercive forces of law or 
union contract is not voluntary. Second, the 
obligation is a broad one, extending 
beyond the traditional duty to shareholders 
to other societal groups such as customers, 
employees, suppliers, and neighboring 
communities” 

1980 pp. 59 
- 60 

Edwin M. 
Epstein 

“Corporate social responsibility relates 
primarily to achieving outcomes from 
organizational decisions concerning 
specific issues or problems which (by some 
normative standard) have beneficial rather 
than adverse effects on pertinent corporate 
stakeholders. The normative correctness of 
the products of corporate action have been 
the main focus of corporate social 
responsibility” 

1987 p. 104 

Abigail 
McWilliams 
& Donald 
Siegel 

“Actions that appear to further some social 
good, beyond the interests of the firm and 
that which is required by law” 

2001 p. 117 
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Marcel van 
Marrewijk 

“Corporate sustainability and, CSR refer 
to company activities – voluntary by 
definition – demonstrating the inclusion of 
social and environmental concerns in 
business operations and in interactions 
with stakeholders.” 

2003 p. 102 

Allen L. 
White 

“achieving commercial success in ways 
that honor ethical values and respect 
people, communities, and the natural 
environment.” 

2006 p. 6 

The European 
Commission 

“the responsibility of enterprises for their 
impacts on society”. To fully meet their 
social responsibility, enterprises “should 
have in place a process to integrate social, 
environmental, ethical human rights and 
consumer concerns into their business 
operations and core strategy in close 
collaboration with their stakeholders”. 

2011  

This differs somewhat from the CSR pyramid presented by Carroll (will be explained 
extensively below), who then described four dimensions in his moral pyramid; economic, 
legal, ethical and philanthropic (Carroll, 1991, p. 40). Although it should be clarified that 
Carroll’s CSR pyramid was more aimed towards explaining the concept than presenting a 
clear definition of the concept. He summarized that a firm involved in CSR should “strive 
to make a profit, obey the law, be ethical and be a good corporate citizen” (Carroll, 1991, 
p. 43). Revisiting the dimensions presented by Dahlsrud we can conclude that there is 
some similarities after all; “make a profit” is consistent with the economic dimension, “be 
ethical” could be towards both the society and stakeholders, and “to be a good corporate 
citizen” could refer to the voluntariness. Dahlsrud explains that the voluntariness 
dimensions concerns the fact that businesses should act and perform above the regulatory 
requirements (2008, p. 6). 
	  
In Table 2 some common definitions are presented to provide an overview of the concept 
of CSR. As described earlier many of the definitions includes some or all of the 
dimensions described by Dahlsrud (2008). When examining the definitions we reach the 
conclusion that the consensus among them seem to be that CSR means to take 
responsibility – economically, socially and environmentally – beyond the legal scope of 
the business and thereby create a sustainable future and sound relationships with the 
different stakeholders of the company. 
 

3.3.3 Carroll’s CSR pyramid 
One of the most influential researcher regarding the definition of CSR is Archie Carroll. 
Corporate Social Responsibility varies depending on the different issues that exist in the 
community that the corporation operates in. Therefore, Carroll further analyzed CSR from 
a number of different dimensions. As can be seen in Figure 4, he specifies four types of 
responsibilities in his moral pyramid; economic, legal, ethical and philanthropic 

Table 2. Overview of CSR definitions 
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responsibilities (1991, p. 40). The pyramid explains that companies should focus on all the 
responsibilities simultaneously and not in isolation of each other. The corporations’ 
commitments, such as decisions, actions, policies and practices, enable all responsibilities 
to be met. Carroll argues that the economic dimension is the foundation and is therefore 
the base for the other dimensions. The legal, ethical, and especially the philanthropic 
responsibility depend on corporation’s economic responsibility. (Carroll, 1991, p. 40) 
The economic responsibilities involve providing 
competitive products to its consumers and thereby 
generating profits for its owners. Because the 
economic responsibility has been the company’s main 
task historically it precedes the other responsibilities. 
From a business point of view it is therefore 
questionable if involvement in social responsibilities 
without financial gain is reasonable. The company’s 
legal responsibility is the next step in the pyramid. In 
addition to conducting profitable business the 
company is also expected to follow the laws and 
regulations in the society that it operates in. The third 
step is the ethical responsibility, which is not 
governed by law and refers to the fact that the 
company should follow the norms and values of that 
the society stakeholders consider fair in addition to 
their economic and legal responsibilities. What 
constitutes a company's ethical responsibility is the 
sum of society's stakeholders' implicit and explicit values. The last step, the philanthropic 
responsibility is to be a good corporate citizen, that is, to actively initiate and participate in 
efforts to improve the society. (Carroll, 1991, pp. 40-43) 
 
Even if it is more than twenty years ago that Carroll first introduced the theory, it remains 
highly relevant since it is a useful tool to achieve an understanding of the CSR concept and 
can help organizations to improve their communication of it. Through the years Carroll 
also faced criticism in different forms: one is the hierarchical appearance since it gives a 
misleading impression; CSR work on a higher level do not does not necessarily mean that 
it is more efficient than in a subordinate level. It has also been criticized for being too 
theoretical and therefore not gives a realistic picture of the world. (Jones et al., 2009, p. 
303) Based on how Carroll describes the theory, the choice of model is a relevant criticism, 
however, the theory itself is presented in a clear and relevant way. Conclusively, according 
to Carroll’s CSR pyramid, the firm that incorporate CSR should focus on making a profit, 
following the law, be ethical, and finally to be a good corporate citizen. 
 

3.3.4 Triple Bottom Line  
Carroll’s CSR pyramid is a useful tool to get an understanding what CSR is and how it can 
be explored further. Sustainability and Corporate Responsibility are two other terms that 
are closely related to CSR and can be used to describe how companies contribute to a 
sustainable development (Borglund, 2009, p. 9). When writing about CSR and 
sustainability reporting, the Triple Bottom Line (TBL) is important to mention. This term 
was invented by John Elkington in 1994 and three years later he used the term in his 
famous book "Cannibals With Forks: The Triple Bottom Line Of 21st Century Business" 

Figure 6. Carroll's CSR Pyramid. 
Source: Carroll, 1991, p. 42 
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(Sherman, 2012, p. 673). The aim with this model was mainly to increase the awareness 
and to promote sustainability in business practice. Elkington presents three relevant 
dimensions, which measures corporate performance over a period of time (1997, p. 70). 
The three dimensions of performance or the three bottom lines that are measured that can 
be seen in Figure 7 are: economic, environmental and social performance (Elkington, 
1997, p. 70). Elkington points out that companies should not only have a financial goal 
instead they should also focus on the social and environmental dimension. The Triple 
Bottom Line is based upon the attitude the company have towards sustainability and the 
aim is to balance the three aspects mentioned before (Elkington, 1997, pp. 70-74). 
Sometimes the TBL concept is described under the name Triple P where the three p’s 
stands for people, planet, profit. Where people refer to the social, planet to the 
environmental and profit to the economic performance. (Sherman, 2012, p. 673) 
 

	  
Figure 7. Triple Bottom Line  
Source: Developed based on the model described by Elkington (1997) 
	  
In contrast to Carroll’s CSR pyramid, which measure each responsibility in a hierarchical 
order the TBL do not have follow any specific order. Therefore the organization should be 
able to prepare three different bottom lines of equal importance and that are independent 
from each other (Elkington, 1997, pp. 70-71). A company’s success can not be measured 
by only looking at a company’s financial bottom line, the company’s environmental and 
social performance has to be considered too, although, it is difficult to explain a 
corporation’s environmental or social performance through numbers alone. Therefore the 
TBL reporting involves a lot of different performance measures, both quantitative and 
qualitative, that together provide a picture how the corporation’s operations affect the 
world (Sherman, 2012, p. 674). 
 
Sherman claims that one of the main challenges with the model is the difficulty to compare 
the different performance measures e.g. how to compare the people and planet account 
with the profit account. Therefore the three performance measures have to be considered 
separately and cannot be combined. An inexperienced user of the TBL reporting may think 
it is sufficient to only look at one of the dimensions of TBL, however, they might then 
miss the big picture. This is because the three bottom lines are of equal importance, thus, a 
superior performance in one of them cannot compensate an inferior performance in 
another. (Sherman, 2012, p. 675)   
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3.4 Sustainability reporting 

3.4.1 Sustainability report 
Today, the market demands more information on corporations’ environmental, ethical and 
social conditions. An important part of the Corporate Social Responsibility process is the 
communication and transparency of what the companies are doing. CSR reporting is a type 
of voluntary information that the companies might choose to communicate in hope that it 
will provide additional value to investors. Borglund et al., describes openness as a way of 
increasing the credibility and trustworthiness of companies (2009, p. 19). This openness is 
conveyed through the disclosure, both in regards to quantity and quality of the 
communicated information (Borglund et al., 2009, p. 19). This does not mean that 
companies should reveal all their competitive advantage points, but there is usually 
information that is left out but that could be beneficial for investors to know about. 
  
What to report, how to report and how to ensure the quality of the information are a few 
questions that companies need to consider during the disclosure process (Borglund et al., 
2009, p. 19). A common way to disclose information regarding CSR is through a stand-
alone sustainability report, however, it has become increasingly common to use additional 
vehicles of communication to ensure that the information is properly spread to various 
stakeholders (KPMG, 2011, p. 22). Borglund et al. also mention several communication 
tools available for companies; these include annual reports, information on web pages and 
pamphlets to mention a few (2009, p. 111) 
  
The value of a company is determined to a greater extent than before by the business 
contribution to sustainable development (Borglund et al., 2009, p. 102). McWilliams & 
Siegel claim that managers are continually facing a demand from various stakeholders to 
invest resources into CSR (2001, p. 117). They also mention that there is strong evidence 
that consumers value CSR attributes, and that this has led to an increasing number of 
companies incorporating CSR into their marketing strategies (McWilliams & Siegel, 2001, 
p. 119). However, it is not sufficient to work actively with CSR; information regarding 
these activities must be conveyed to investors too (Borglund et al., 2009, p. 111). 
Therefore we draw the conclusion that communication regarding CSR is important for 
corporations, as they wish to convey value-adding information to important stakeholders. 
Borglund et al. describe a similar relationship; he writes that the CSR communication is an 
important tool in caring for the companies’ reputation (2009, p. 111). Good CSR 
communication will also provide investors with the possibility to assess the companies 
opportunities and what risks it involves (Borglund et al., 2009, p. 111). The CSR 
communication is equally important to stakeholders that need to form opinions about the 
company, whether it is to become an employee there, a customer or a supplier (Borglund et 
al., 2009, p. 111). 
  
In 2011 as much as 95 % of the 250 largest global companies (G250) were involved in 
Corporate Responsibility reporting, which indicates a growing trend (KPMG, 2011, p. 6). 
In Sweden, the percentage of companies reporting has increased from 60 % in 2008 to 72 
% in 2011, an increase that is attributed to the Swedish government’s policy that all state-
owned companies should report CSR activities (KPMG, 2011, p. 9). A conclusion from 
this could be that Swedish companies are good at implementing CSR activities and 
strategies into their business but not as good at communicating that. During 2008, CSR 
was the part in the annual report that most companies wished to improve (Borglund et al., 
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2009, p. 99). Borglund et al. describes it as shyness among companies and an 
unwillingness to communicate too much and then not be able to uphold those promises 
(2009, p. 114). However, the authors are critical towards this way of reasoning; they 
claims that it shows a lack of transparency and that the rule for listed companies is that 
everyone on the market should have the same information in order to be able to assess the 
opportunities and risks involved in the investment (Borglund et al., 2009, p. 114). As such, 
it is better to communicate all the ambitions the company has, without promising too much 
(Borglund et al., 2009, p. 114). 
  
For many companies, the main stakeholders of the sustainability report are the investors 
(Borglund et al., 2009, p. 118). Borglund et al. claim that for investors the quantitative 
information is the most important, as this is what can be measured (2009, p. 118). The 
problem for many companies is to know how to communicate consistently about CSR, this 
is mainly due to the lack of established guidelines regarding the CSR report (Nielsen & 
Thomsen, 2007, p. 25). Nielsen & Thomsen specifically mention the lack of a common 
understanding and terminology in the area of CSR to be the reason for these difficulties in 
producing a separate report (2007, p. 25). Additionally, to be able to produce a report that 
communicates the relevant information efficiently, companies must manage the mutual 
expectations between themselves and the stakeholders (Nielsen & Thomsen, 2007, p. 26). 
In their ability to produce a stand-alone sustainability report the companies also signal a 
priority given to CSR. It also shows their effort to communicate and justify the resources 
used for CSR activities to their shareholders. Naturally, the information provided in the 
reports has to be written with the stakeholders’ interest in mind and be extensive enough to 
describe all the various parts of CSR. 
 
The research provided by Hooks & Staden shows that there is a relationship between the 
extent of the reporting and the quality of the report (2011, p. 2010). They even go so far as 
to state that; “Companies interested in improving the quality of their environmental 
reporting can improve their communication strategy by increasing the amount of 
informative disclosure [...]” (Hooks & Staden, 2010, p. 211). They emphasize that good 
quality cannot be obtained with a limited amount of sentences. Hooks & Staden also 
describes this by stating that the correlation between the quality and extent measures can 
be counter-intuitive; to thoroughly explain all aspects of CSR the company would have to 
use many sentences (Hooks & Staden, 2010, p. 210). Either way, Hooks & Staden’s 
research indicates that companies wishing to produce a “good” report need to extend the 
information provided and as additional information will provide investors and stakeholders 
with better grounds for forming expectations about the stock price (2010).  
 
Borglund et al. mentions a few important aspects to consider when communicating CSR of 
good quality, these include; 1) Interaction with the stakeholders, 2) The CSR activities 
should have a natural connection to the business, 3) Disclose the information in a 
comparable way (2009, p. 125). Another important aspect of transparency and credibility is 
that the disclosed information has gone through external auditing (Borglund et al., 2009, p. 
125). 
 

3.4.2 Guidelines and regulations 

3.4.2.1 General accounting guidelines and regulations 
When it comes to disclosure of nonfinancial information there are both formal and 



	  

40	  
	  

informal requirements regarding the information and structure of what is disclosed. 
Sustainability, which is a type of non-financial information, can either be included in the 
annual report, in a separate sustainability report or be fully integrated in the annual or 
administration report. In the folder provided by FAR SRS there are some regulations 
presented regarding disclosure of sustainability information and also some guidelines and 
recommendations that can help companies when producing the sustainability report.  
 
In the beginning of the 21st century the European Union adopted the IAS regulation 
whereby all European companies listed on a regulated market are required to produce 
consolidated financial statements in accordance to IFRS starting from 2005. Therefore 
companies listed on NASDAQ OMX Stockholm are obliged to follow the IFRS since 
Sweden is a member of the EU and that NASDAQ OMX is a regulated market (European 
Commission, 2003). According to IFRS companies should disclose information that is 
useful and relevant to the decision-making needs of its intended users e.g. investors (IFRS, 
2012, p. 8). The relevant information for the various stakeholders can differ greatly; while 
some investor base their decisions purely on financial data, others include information 
regarding “soft” accounting measures such as intellectual capital or environmental 
concerns.  
 
In Swedish Law there are certain disclosure requirements regarding companies’ impact on 
the environment. According to the Law on Annual Reporting (Årsredovisningslagen 6 kap 
1§) (SFS 1995:1554) companies should disclose information regarding non-financial 
information in the administration report, which is necessary for the understanding of the 
company’s development, position or result. This information should be relevant for the 
particular business, including information regarding environmental- and employee issues. 
Additionally, according to the Law on Annual Reporting (Årsredovisninglagen 2 kap 2§) 
the annual report shall be prepared in accordance with sound accounting principles. FAR, 
which is a trade organization for accountants, auditors and advisors in Sweden, are partly 
responsible for guiding and promoting the development of sound accounting principles 
(FAR SRS)  
 
Larger companies shall according to FAR disclose non-financial information that is 
necessary for understanding the company's performance, financial position and result 
which is relevant for the particular business. The report should be based on awareness of 
the environmental and employee issues that is relevant for the particular company. 
Companies that are obliged to give notice under the Environmental Code should provide 
information regarding the business environmental impact. (FAR SRS) 
 
In 2007, new guidelines on external reporting for state owned companies was established 
by the Swedish Government; starting from 2008 all state owned companies in Sweden 
have to disclose a sustainability report in excess of the annual financial report (Borglund et 
al., 2010, p.7). The sustainability report should be established according to the GRI 
(Global Reporting Initiative) guidelines. According to the former minister for enterprise 
and energy Maud Olofsson it is up to each and every company to take responsibility in 
matters related to sustainability but state-owned companies should be role models, take 
direction and be at the forefront (2010). In Sweden today it is only mandatory for the state 
owned companies to disclose sustainability report but there is an upward going trend of 
companies choosing to disclose information regarding sustainability (Olofsson, 2010). 
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Still it is not mandatory for public listed firms to disclose information about sustainability 
but more and more company chooses to voluntarily disclose such information. Through the 
years different initiatives have been established around the world to increase sustainability 
reporting and to make it more standardized, two of the initiatives are by ISO and GRI. 
 

3.4.2.2 Global Reporting Initiative 
When it comes to financial reporting, such as publication of annual reports these follows a 
generally accepted framework. A sustainable thinking is of vast importance in today’s 
society and since there was no corresponding framework for sustainability reporting it 
risked losing the credibility and comparability. One of the major challenges for the 
development of sustainability is the requirement to make new and innovative choices and 
to think in new ways. To be able to support this expected development and to clearly and 
openly communicate on sustainability issues there was a need for a global framework for 
sustainability reporting. A framework that was applicable for all organizations, regardless 
of size, industry and geographic location was established. (Global Reporting Initiative, 
2006, p. 2)  
 
The Global Reporting Initiative was founded in Boston in 1997 and is an non-profit 
organization which mission is  “To make sustainability reporting standard practice by 
providing guidance and support to organizations” (GRI). To achieve an effective 
relationship with various stakeholders and to take relevant investment decisions, 
comparability regarding economic, environmental and social impact is of importance. The 
GRI framework enables companies to measure and report sustainability, which is divided 
into four subgroups; economic, environmental, social and governance performance (GRI). 
Many companies all over the world choose to follow the GRI framework when preparing 
the sustainability report and in Sweden state owned companies are obliged to report in 
accordance to the GRI framework (Borglund et al., 2010, p. 7).  
 

3.4.2.3 ISO 
Another organization that during the years has established standards about sustainability is 
the International Organisation of Standards (ISO). The organization was founded in 1946 
and developed voluntary standards that are widely used around the world today. In 1996 a 
new standard called ISO 14000 was established. This new family of standards are 
connected to environmental management and is a helpful tool for companies to identify, 
control and improve their environmental performance The most common standard in the 
ISO 14000 family is ISO 14001:2004 which can help companies e.g. to lower their 
distribution costs, improve their corporate image and lower their consumption of energy 
and materials. The standard can be implemented in all organizations and provide an 
assurance to stakeholders that the company take an environmental responsibility. (ISO) 

3.4.2.4 Auditing  
To fulfill the usefulness of information disclosed by corporations the information should 
be relevant, reliable, comparable, and understandable for its intended users. These four 
qualitative characteristics are presented in the IFRS framework (IFRS, 2012, p. 8). To 
ensure the accuracy of the information disclosed it can be verified by an independent third 
party namely an auditor. The auditor provide an assurance engagement which is: “[...] is 
an engagement in which a practitioner expresses a conclusion designed to enhance the 
degree of confidence of the intended users other than responsible party about the outcome 
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of the evaluation or measurement of a subject matter against criteria.”(Eilifsen et al., 
2010, p. 11). The practitioner is the auditor who provides a conclusion with reasonable 
assurance that the financial statements are not materially misstated. In other words auditing 
is a service used by companies to ensure the quality of the information disclosed. The audit 
must be performed in a professional manner where the auditor should be skeptical when he 
examines and assess a company’s financial position. The audit shall express an opinion 
about the company’s bookkeeping, annual report and management. In addition to the 
auditing of the financial information the auditors also works with providing other reports 
and statements. This may involve performing audit assignments that are not regulated by 
law, such as audit of sustainability reports. (Eilifsen et al., 2010, pp. 10-12) 
 
In 2010 the audit requirement for the smallest limited companies in Sweden was dropped 
but it is still mandatory for all listed companies to have an authorized auditor (FAR SRS, 
2013). Today, there are no existing regulations that sustainability reports have to audited, 
which means that just half of sustainability reports presented all over the world are audited 
by an independent party (KPMG, 2011, p. 28). 
 
In recent years two international standards for external audit of sustainability reports have 
been issued. The first of these two standards is ISAE 3000, Assurance Engagements other 
than audits or reviews of financial information, and the attestation of non-financial 
information and is seen applicable for auditing of sustainability reports. The second 
international standard is AA1000 AS and was first published in 2003 by the Institute of 
Social and Ethical Accountability (ISEA). (Manetti & Becatti, 2009, p. 289) 
 

3.5 Our research model  
The theoretical framework used for this report can be summarized by the following 
research model; 
 

	  
Figure 8. Our Research Model 
CSR: Corporate social responsibility, SR: Sustainability Report and VD: Voluntary Disclosure 
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As the model shows, the foundation of this research is built upon various finance theories 
such as the efficient market theory, behavioral finance, stakeholder theory and legitimacy 
theory. It was this foundation that made us interested in investigating the relevance of 
information, specifically how the quantity of information might affect a stock’s 
performance.  
 
Because we want to know if the amount of information affects the stock performance, 
disclosure became an important aspect of this research and the theoretical framework of it. 
More specifically, we want to investigate how the sustainability report affects financial 
performance. As sustainability can be viewed from two perspectives; namely CSR and 
voluntary disclosure, these became the two cornerstones of this model. Just looking at the 
word “sustainability report”, one can see that CSR is connected to the “sustainability”-part 
and voluntary disclosure is connected to the “report”-part. Thus, CSR and voluntary 
disclosure together becomes sustainability report. The quantity of the sustainability report 
is then used to investigate if the is a causal relationship with financial performance, more 
specifically volatility and stock return. As the information will be useful for investors and 
analysts they are the “outsiders” examining the financial performance.  
 
To summarize, finance theories can be viewed as the foundation of this research. The 
walls, and what frames the research are CSR and voluntary disclosure, at the heart of the 
research lies the sustainability report as it is what combines the two and ultimately will be 
measured in this research. The roof, and what then holds it all together and connect the 
parts is the connection towards financial performance. The “outsiders” that might find this 
information useful and will be interested in the process are the investor, analysts and 
regulators. 
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CHAPTER 4: Practical methodology 
The aim of this chapter is to describe the practical methodology of the research and what 
measures were used to perform the statistical tests. Initially the hypotheses are stated 
based on the information provided in previous chapters, then the population, 
segmentation, time horizon and measurements are described. The final part of this chapter 
will define and explain the statistical tests used in the research. 

	  

4.1 Hypotheses 
Following the theoretical framework presented in Chapter 3, we will now explain how the 
research questions were deduced and the hypotheses were formulated.  
 

4.1.1 Research question 1 
Previous researches have been inconclusive in their research regarding financial 
performance and a company’s sustainability performance. This does not necessarily mean 
that a company’s CSR activities cannot affect their financial performance but that 
researchers have been unable to find a model that explains the relationship in a satisfactory 
way. Additionally, since the results are inconclusive there seem to be measurements that 
are significant to the research whilst others are examples of incorrectly frame models. 
 
Considering that companies spend a lot of time and effort to produce reports (Nielsen & 
Thomsen, 2007, p. 29) it is important to establish whether it is beneficial for a company to 
provide their stakeholders with a separate sustainability report. More specifically, it is 
important to establish if the existence of a separate sustainability report is considered 
useful to investors in their investment decision and if it is used to evaluate the company. 
Nielsen & Thomsen argues that non-financial reporting can be seen as a mean to increase 
transparency regarding CSR issues (2007, p. 29). Much research has shown that an 
increasing number of companies realize the importance of sound CSR work and also its 
reporting (KPMG, 2011; Borglund et al., 2009; McWilliams & Siegel, 2001). If successful 
in their reporting, a company can increase their legitimacy and create strong beneficial 
relationship that can increase their productivity and financial performance. Borglund et al., 
also mention that the value of a company is to a greater extent than before based on its 
contribution to a sustainable development (2009, p. 102). Therefore, it seems logical to 
assume that companies that act and report CSR will have a positive financial performance. 
In Chapter 3 several theories have been described and used to deduce the following 
research question: 
 
Does the existence of a separate sustainability report affect the financial performance for 
companies on NASDAQ OMX Stockholm? 
 
In Hypotheses 1-6 we have denoted the correlation coefficient with β, which statistically is 
the unstandardized beta coefficient. In order to test the first research question hypotheses 
were formulated; 
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Hypothesis 1:  
 

H0: βreport = 0 
H1: βreport ≠0 

 
where βreport  describes the relationship between return and having a separate sustainability 
report. The variable “report” is presented as a dummy variable, where report=1 means that 
they have a separate sustainability report and report=0 that they do not.  
 
Hypothesis 2:  
 

H0: βreport = 0 
H1: βreport ≠0 

 
where βreport describes the relationship between volatility and having a separate 
sustainability report. The variable “report” is presented as a dummy variable, where 
report=1 means that they have a separate sustainability report and report=0 that they do 
not.  
 

4.1.2 Research question 2 
Not only is it interesting to know if a sustainability report will be beneficial to a companies 
financial performance, but it would also be interesting to know if the quantity of 
information is of any importance. As has been described, it is important for companies to 
communicate value-adding activities effectively to the various stakeholders in order for the 
information in the report to have any affect on a company’s performance. Not only should 
it be understood correctly but it should also be considered relevant as the information is 
used to form expectations about the company’s performance and the price of an asset 
(Verrecchia, 1983, p. 183). 
 
Considering the implications of the efficient market hypothesis one could assume that 
more information on the market will ensure that the assets are fairly priced. However, 
another conclusion could be that additional information on the market causes less surprises 
and thus less volatility on the stocks. As stakeholder use information to formulate 
assumptions about the companies’ performance it is important to report what the key 
stakeholders considers to be value adding. The theories above described that information is 
a factor that greatly affects the financial market; therefore it is also reasonable to assume 
that different amounts of information will cause different affects on the market. This led us 
to the second research question; 
 
Does the quantity of information disclosed in the sustainability report affect the financial 
performance? 
 
To test the second research question additional hypotheses were formulated; 
 
Hypothesis 3: 
 

 
H0: βpagesSR = 0 
H1: βpagesSR≠ 0 

 
H0: βwords = 0 
H1: βwords ≠0 

 
H0: βcharact = 0 
H1: βcharact ≠0 
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where βpagesSR, βwords and βcharact describes the relationship between return and number of 
pages, words and characters respectively in the sustainability report. This tests only the 
companies with a separate sustainability report.  
 
Hypothesis 4: 
 
H0: βpagesSR = 0 
H1: βpagesSR ≠0 

H0: βwords = 0 
H1: βwords ≠0 

H0: βcharact = 0 
H1: βcharact ≠0  

 
Where βpagesSR, βwords and βcharact describes the relationship between volatility and number 
of pages, words and characters respectively in the sustainability report. This tests only the 
companies with a separate sustainability report.  
 

4.1.3 Additional Research 
During the process of assimilating and compiling the theories and previous research we 
realized that other aspects could be interesting and also affect the quantity of information 
disclosed by companies. Considering that the creation of a report takes a lot of time and 
also can be costly to produce (Anonymous, 2002, p. 1444) it could be more beneficial for 
large companies to produce lengthy reports than for smaller companies. Also, the 
communication of CSR activities are partially related to the establishment of sound 
relationships with various stakeholder, therefore it is reasonable to assume that companies 
with many stakeholders will be more eager to disclose information. Furthermore, one can 
assume that a larger company will have a greater number of stakeholders than a smaller 
company. 
 
Even though we expect larger companies to communicate more regarding their CSR 
activities we also realize that the type of industry that the company belongs to might also 
affect the amount of communication regarding CSR. In some industries there is greater 
pressure on companies to act responsible and they have different stakeholder pressure to 
communicate their CSR activities. Naturally companies that are dependent on public 
opinion and a favorable attitude among their stakeholders will be more eager to perform 
CSR activities and communicate it, especially if it considered important by their 
stakeholders. The importance of the public’s opinion and stakeholder opinion differs 
among the industries and therefore the quantity of reporting will differ too. To deepen the 
understanding of CSR reporting we decided to also test how the quantity of disclosed 
information in the separate sustainability reports are affected by market capitalization size 
and industry classification. We realize that market capitalization size is only a proxy to 
describe company size. To test this we decided to formulate additional hypotheses that will 
increase the knowledge and understanding on the market;  
 
Hypothesis 5: 

 
H0: βdLarge = 0 
H1: βdLarge ≠0 

 

H0: βdsmall = 0 
H1: βdsmall ≠ 0 

where  βdLarge  and βdsmall describes the relationship between the quantity of information in 
the sustainability report and the market capitalization size of the company. The variables 
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are presented as dummy variables, where the companies are denoted with 1 or 0 depending 
on their size. For dsmall all companies that are Small Cap’s are denoted 1 and all the 
others 0, the same was done for Large Cap. Mid Cap is used as the reference. 	  
  
Hypothesis 6: 

H0: βDbasic = 0 
H1: βDbasic ≠0 
 

H0: βDcgoods = 0 
H1: βDcgoods≠ 0 
 

H0: βDcservices = 0 
H1: βDcservices≠ 0

 
H0: βDfinancials = 0 
H1: βDfinancials≠ 0 

H0: βDhealthcare = 0 
H1: βDhealthcare≠ 0 

H0: βDindustrials = 0 
H1: βDindustrials ≠0 

 
 

H0: βDtechnology = 0 
H1: βDtechnology≠ 0 

 

H0: βDtele = 0 
H1: βDtele ≠0 

 

H0: βDutilities = 0 
H1: βDutilities ≠0

where and βDbasic,, βDcgoods, βDcservices, βDfinancials, βDhealthcare, βDindustrials, βDtechnology, βDtele  and 
βDutilities describes the relationship between the quantity of information disclosed in the 
sustainability report and the industry classification. The variables are presented as dummy 
variables, where the companies are denoted with 1 or 0 depending on their industry 
classification. For Dutilities all companies that belong to the utility classification are 
denoted 1 and all the others 0, the same was done for other classifications. “No” is used as 
the reference. 

4.2 Population 
The purpose of this report is to examine the relationship between the quantities of 
information disclosed in the sustainability report and the stock return and volatility for 
companies listed on NASDAQ OMX Stockholm. By confining our research to the 
companies listed on this exchange we will get a wide selection of companies from different 
industries and with varying sizes. The fact that they are listed on a publicly traded 
exchange also means that there is a greater level of transparency as there are stricter 
regulations regarding the reporting (European Commission, 2003). Additionally, the usage 
of this exchange will increase the reliability of this research, as it is easier to duplicate. We 
chose the Stockholm stock exchange since Swedish companies are considered to be at the 
forefront when it comes to CSR reporting (Borglund et al., 2009, p. 113) and that Sweden 
was the first county in the world to make it mandatory for all state owned companies to 
produce a separate sustainability report following the GRI guidelines (Olofsson, 2010). As 
such, it is not unreasonable to assume that the Swedish government might be considering 
implementing a similar law for all companies in Sweden.  
 
First, all 251 companies that was listed on the exchange on April 12th, 2013 were 
concluded into a separate list (see Appendix 1). We included all companies listed on the 
NASDAQ OMX Stockholm and as this will be our population for the first two hypotheses. 
Additionally, companies with more than one stock were limited to the inclusion of just one 
stock. Considering that different types of stocks are held for different reasons it is best to 
choose the type that is most traded and that provides an accurate picture of the value of the 
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company. Class A stocks can for example have a higher voting power than a class B 
stocks, and therefore they can also be of higher value, just because of the additional voting 
power. Therefore, it is better to use B stocks in our research as these will provide the better 
representation of the true value of the company, meaning that the prices will not be 
affected by the increased voting power. When companies have more than one stock the one 
most commonly traded will be used, which usually means the B class stock. (NASDAQ, 
2013) 
 
The next step was to separate the list into two categories; those that had disclosed a 
separate sustainability report in English and those that did not. Much of the previous 
research has focused on different types of sustainability reporting by including the data 
from various sources. However, we have chosen to limit our data to the separate 
sustainability reports specifically. Companies that are able to define CSR, consider what 
type of information their stakeholders are interested in and are able to frame their CSR 
strategy into a report has a well developed strategy for communicating their CSR activities. 
Additionally, by only comparing the different sustainability reports our research becomes 
more focused and it is easier to make generalizations. The lack of established framework 
for CSR reporting has been described as a reason why some companies has been unable to 
develop a consistent strategy for reporting (Nielsen & Thomsen, 2007, p. 25). To ensure 
the accuracy of our research it is important that the sources used for collecting the quantity 
of information are comparable and therefore we are only using separate sustainability 
reports. Considering that we are only investigating the sustainability reports in the second 
part of the statistical analysis, our population will then be the companies with a 
sustainability report in English. In Appendix 2-3 the companies with a separate 
sustainability report are presented. In total, 49 companies published a separate 
sustainability report in English on their websites. These will serve as the population for 
hypotheses 3-6 and the basis for continuing data collection. 
 

4.2.1 Segmentation  
As hypotheses 5 and 6 concerns the size and the industry, the list of companies with a 
sustainability report were segmented in regard to their market capitalization size and to the 
industry they belong to according to NASDAQ OMX. Companies were divided into ten 
different industries; oil & gas, basic materials, industrials, consumer goods, consumer 
services, healthcare, telecommunications, utilities, financials and technology. 
 

4.2.1.1 Market capitalization 
There are several ways to measure the size of a company and two of the most common 
ways are either through market capitalization or different measures of turnover. For our 
research we have used market capitalization as our measure of the size of the company. 
Cap size is an abbreviation for market capitalization size, which refers to a company’s 
overall market value, and is calculated as the number of shares times the price of one share 
(Brealey et al., 2011, p. 32). This means that we are assuming that companies with many 
and extensive stocks will also be large in size. The segmentation is interesting, as research 
has shown that large companies tend to report more often than smaller companies (KPMG, 
2011). KPMG explained that 95 % of the G250 were involved in CSR reporting in 2011. 
Blank et al., also explain that size is frequently included to help explain the extent that 
companies disclose information (2009, p. 354). Large Cap companies also tend to 
demonstrate better CSR performance than smaller companies (Sun, 2012, p. 480) and since 
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Hooks & Staden (2011) found a relationship between quality and quantity this type of 
measure can be useful to include this type of variable to the model.	   Additionally, 
companies with a high market capitalization could also be more dependent on the opinion 
of the public as they usually have a large number of shares and usually are quite big, 
operating in many different countries with many employees and customers. The publics’ 
opinion plays an important role in maintaining and creating a positive brand image. 	  
 
The data was collected on NASDAQ OMX website. According to NASDAQ OMX 
Stockholm companies are divided into three groups; small, medium, large depending on 
market capitalization. (NASDAQ OMX) 
 

4.2.1.2 Industry 
Our second segmentation is industry and since NASDAQ OMX Stockholm serves as our 
population we have decided to follow their classification. In June 2011, NASDAQ OMX 
adopted the ICB (Industry Classification Benchmark) and in February 2012 it was 
introduced on NASDAQ OMX Stockholm. The ICB standard for company classification is 
widely used around the world, representing more than 65% of the world's exchange 
market. ICB provide investors with a transparent and more comprehensive system that 
helps the investor to choose and compare different the companies. Listed companies are 
classified in four different levels; industry, supersectors, sectors and subsectors. Since the 
population is relatively small we have decided to only use the industry classification. 
 
This variable is relevant to include in the model as previous research has shown a 
relationship between industry and the extent and quality of CSR, also it is often used as a 
control variable (Sun, 2012; Blank et al., 2009; Frez & Källström, 2012). Thus, the results 
will be more reliable as holder potential effects of industry classification constant will 
describe the effects.  
 

4.3 Time Horizon 
Our data is collected from two different sources; the sustainability reports and Thomson 
Reuters DataStream. Since all companies have not yet published the 2012 report we have 
used the fiscal year of 2011 when collecting the sustainability reports. In cases where 
companies use a fiscal year that is split between two years we have used the report that 
cover most of 2011 which means that more than six months are in 2011. The reason for 
investigating only one year is because we wanted to exclude the type of bias that the 
financial turmoil of 2008 - 2010 could cause. In our opinion, the benefits of investigating 
more years do not offset the increased bias. Additionally, the Swedish law concerning 
sustainability reporting was implemented during 2008 (Borglund et al., 2010, p. 9), and the 
effect of this law has meant that more companies are reporting now than before. In effect 
this means that companies that are reporting now might not have been three years ago, and 
since we want our research to be as current as possible and give an accurate description of 
the present time it is better to include only the reports from 2011. However, the main 
reason for only investigating one year is because we are not examining a change over time; 
we are interested in the relationship between our dependent and independent variables.  
 
The financial performance data is mainly gathered from 2012 as the sustainability reports 
from 2011 are published at the beginning of 2012. Considering that we are interested in 
whether the quantity of information in the sustainability report have an effect on the 
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volatility and return of the companies’ stocks we need to gather the financial data that was 
presented after the publishing of the report. In the research by Fama & French used the 
returns from July to June to ensure that the accounting variables are known before the 
returns (1992, p. 429). This is done to ensure that the effects of the reports can be observed 
in the data. As we also wish to see how the sustainability report affects the financial 
performance we will also gather our financial data after the report has been published. 
However, since we have not yet reached July but still want our research to be as current as 
possible we used the financial data from 2012-04-01 until 2013-03-31.  
 

4.4 Data Collection Method 
All listed companies websites were examined in order to see if they contained any 
sustainability report. To ensure that the search was done properly, manual search was 
performed on the search engines on web pages along with Google search. The search 
words used included the company’s name, followed by “sustainability”, “sustainability 
report”, “CSR”, “CSR report”, “Responsibility”, “hållbarhet”, “hållbarhetsredovising” and 
“hållbarhetsrapport” and the year. On the company's’ own web pages only the “search 
words” and the year were used. Since we are only using reports in English the Swedish 
words have only been used to track the sustainability report on the website, and if found, it 
was only used if it was available in English.  
 
The financial data will be gathered from Thomson Reuters DataStream. As the 
sustainability reports are published around March, the financial data collected from 2012-
04-01 until 2013-03-31 to ensure that the effect of the disclosed information and the report 
itself is included in the data. 
 
When downloading the financial data we will gather the adjusted unpadded daily prices 
(datatype P#T). The reason for choosing this datatype is because it adjusts and pads for 
certain market events such as; the stock does not change, the stock is suspended and if 
there is an exchange holiday (Thomson Reuters DataStream). However, the #T qualifier 
ensures that N/A values are displayed instead of padded values after a series goes dead. 
Additionally, these daily prices are adjusted against dividends and some other effects that 
can cause misleading results, e.g. stock splits and reverse splits. Dividend payments can 
cause changes in prices, and by adjusting against this we are better able to equally compare 
the stocks that pay dividends and those that do not. By using this type of data we are able 
to disregard/smooth out certain events that are known to cause changes in volatility and 
return. Thereby we can also better isolate the effects that we are investigating.   
 
The daily prices will then be used to calculate our own standard deviation and our stock 
return. This also means that we have a better control of the calculations so that they fit our 
purpose for the data. The calculations will be performed in excel, and stocks where data is 
missing (N/A) will be excluded from the population. To evaluate the sustainability reports 
we will use proxies to measure the data. We will go through all the sustainability reports 
that are available in English and online. 
 

4.4.1 Proxies 
In order to measure the quantity of information in the sustainability reports different 
measurements of quantity have to be created. Hooks & Staden calls this extent-based 
analysis, and describes it as an analysis that aims to “quantify the extent of reporting on a 
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specific issue using various measures such as words, sentences or pages” (2011, p. 202). 
They continue to explain that these methods are usually not concerned with the quality or 
the meaning of the report but instead on the quantity of information on the topic. In their 
article they use sentence count, page count and proportion of pages to measure the extent 
of the reports. As mentioned earlier we do not intend to make any qualitative evaluation of 
the reports, therefore the measurements used will have to be objective and quantifiable.  
 
Proxies for evaluating the sustainability reports: 

- Number of pages 
- Number of words 
- Number of characters (without spacing) 

 
These proxies will allow for objective measurement of the quantity of the reports, 
especially as computer programs have been used to measure and count the words, 
characters and pages. To enable the possibility of measuring these proxies Microsoft Word 
was used to count pages, words and characters. As most sustainability reports are 
published as PDF files, the documents were converted into a word file on 
“convertpdftoword.net”, which is an online converter that was used on all the files. The 
reason why both number of pages and number of words were used is because some 
researchers have expressed a concern that only word count ignores the information 
expressed in graphs, pictures and tables (Al-Tuwaijri et al., 2003, p. 10). This is also the 
reason why number or characters (without the spacing) was used, as not all characters are 
included when counting the words.    
 

4.5 Calculation of Return 
When the performance of a stock is evaluated it is common to examine the stock prices. 
However, in research the performance of a stock is measured using return rather than 
prices as this provides a scale-free performance measure that is appropriate for research 
and comparison. In our research we will calculate the return based on the daily-adjusted 
prices gathered from the Thomson Reuters DataStream. The adjustments ensures that the 
returns can be compared and that the prices will not affected by events such as dividend 
payouts, splits etc. As the prices used already are adjusted against dividend it will not be 
included in the calculation of the returns. The formula used is 
 

 
 
where Po is the initial stock price and P1 is the ending stock price (period 1).  
 
This means that we will get better measurements for comparisons, as these adjustments 
will not create additional bias to our data. It is important to keep in mind that there might 
be other factors that will affect the stock return, something that will be discussed more 
extensively below.  
 
4.6 Measurement of Volatility 
As stated earlier, the volatility used in this research is the historical volatility as the data 
collected is from 2012. When calculating the volatility we used the function (STDEV.P) in 
excel for the population; the formula looks like this 
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where x describes the population mean and n is the population size. Using STDEV.P 
means that we are calculating the standard deviation for the population.  
 

4.7 Statistical tests 

4.7.1 Data setup and coding 
In our statistical tests different variables will serve as the dependent variable depending on 
what hypothesis we are testing. However, during most of the tests volatility and return will 
serve as the dependent variables when the data is processed in Stata. Our explanatory 
variables are the proxies for quantity; number of pages in the sustainability report 
(pageSR) number of words (words), and number of characters (charac). In order to do the 
statistical test both among those with and without a separate sustainability report we used 
dummy variables. Meaning that if a company disclosed a stand-alone sustainability report 
in English they received a 1, and if not a 0.   
 
When testing hypotheses 5 and 6, our dependent variables will be the proxies used to 
describe the quantity of information disclosed in the sustainability report; “pageSR”, 
“words”, “charac” and the explanatory variables are market capitalization size and industry 
classification.  
 
As all of our control variables are nominal we chose to denote them with dummy variables 
in order to perform the multiple regression analyses. When plotting the dummy variables 
one has to be left out, which will serve as a reference during the test. The excluded 
variables in the dummy variable setup are Mid Cap and the industry classification named 
“No”, because it lacked a classification. These variables will serve as a reference since the 
betas in the regression will be compared to the excluded variables respectively. If, say, 
Large Cap has a beta of 2, then the coefficient should be interpreted as moving from Mid 
Cap to Large Cap will give a 2-unit increase of the dependent variable, which in our case is 
either return or volatility. The same explanation would be used for the industry 
classification. Most of the preparation of data was performed in Excel and then imported to 
SPSS and/or Stata. 
 

4.7.2 Multiple Regression Analysis  
In order to measure whether the quantity of the sustainability report have any effect on the 
financial performance of a company we will perform multiple regression tests. A 
regression analysis is the construction and test of a mathematical model of the relationship 
between two or more variables, one dependent and one or more independent variables. 
Parramore & Watsham mention that the causality between variables are mainly determined 
by reasoning and included in the model based on the hypothesis (1997, p. 188). They 
continue to state;  “The regression analysis tests the statistical strength of the model as 
hypothesized” (Parramore & Watsham, 1997, p. 188). Usually the change in a dependent 
variable is caused by more than one independent variable. Parramore and Watsham argue 
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that it is more common that several independent variables used in combination provide the 
best explanation. When using more than one independent variable in the regression 
analysis it is called a multiple regression analysis. Parramore & Watsham (1997, p. 202) 
describes the relationship between the dependent variable Y and the other independent 
variables, Xis, by 
 

Y = α+β1X1 + β2X2 + ... + βnXn + ε 
 
However, they mention that because we cannot know the true relationship we have to 
estimate it. They continue to explain that in some models a constant is expected a priori, at 
other times a significant constant could represent an effect of Y of a variable not included 
in the model. As such, a significant constant could mean that there are problems with the 
model and that some important explanatory variables are missing.  The β value describes 
what effect a one unit change in X1 will have on Y, keeping the other variables constant it 
is also called the unstandardized beta coefficient.  (Parramore & Watsham, 1997, pp. 187-
203) 
 
Another important aspect is that in a multiple regression analysis an increased number of 
explanatory variables will cause the coefficient of determination to increase. Therefore, the 
R2 should be adjusted to take the number of independent variables into account. Parramore 
& Watsham (1997, p. 203) explains that the adjustment (R2) is calculated as 
 

2 =  
 
n = the number of observations 
k = the number of independent regressors. 
 
They explain that the adjusted will decrease in value if the additional variable is not 
significant, however, they stress the importance basing the inclusion or deletion of 
variables on the theory behind the model instead of on the coefficient of determination 
(Parramore & Watsham, 1997, pp. 203-204). 
 

4.7.3 Control variables 
In order to study the effect of having a sustainability report on financial performance 
(stock return or volatility), certain control variables have to be introduced. This is done to 
control for other variables that could affect the stock return and volatility of a company. In 
other words, we hold our control variables constant in order to see if there actually is a 
relationship between having a sustainability report and financial performance. This will 
strengthen our test and provide us with more trustworthy result since industry and size can 
have an effect on the stock return and volatility. Our two control variables; industry and 
size will be converted into dummy variables to be able to use them in our regression 
analysis. (Bryman & Bell, 2011, pp. 686-687) 
 

4.7.4 Ordinary Least-Squares Regression 
The ordinary least squares explain how small the dispersion of data is around the 
regression line. The regression line indicates that a variation in the dependent variable Y 
can be explained by a change in the independent variable X and an error term, ei. However, 
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in order to make any good assumption we want to know how much of the variation is 
explained by X and how much is explained by something else; ei. (Parramore & Watsham, 
1997, p. 199). 
 
The OLS regression analysis is said to provide the best linear unbiased estimation, as long 
as the data fulfills certain assumptions (Parramore & Watsham, 1997, p. 190). These 
classical assumptions are to test for heteroscedasticity, autocorrelation and for 
multicollinearity (Parramore & Watsham, 1997, p. 205). If one or more of these classical 
assumptions are not met there are several adjustment that can be done to correct this 
(Studenmund, 2006, p. 88). 
 
To ensure the accuracy of our data we decided to check it for extreme outliers, and plotted 
the data in a scatterplot and graphs to identify potential outliers that might create bias in 
the tests. All the scatterplots and graphs can be observed in Appendix 4-5 When a 
researcher notices that the data has extreme outliers that can cause bias they have the 
choice of removing those observations altogether or do alterations of the data in the 
statistical program. Removing the observations manually can be criticized of being too 
subjective which is why we chose not to remove any outliers but perform robust regression 
analysis instead.  

4.7.5 White test for heteroscedasticity 
When doing the regression analysis we performed a White test to check our model for 
heteroscedasticity. Heteroscedasticity concerns if the variance of the residuals are 
homogenous or not. For an OLS regression analysis the variance of the residuals are 
assumed to be homogenous, therefore, it is the null hypothesis of a White test. The tests for 
heteroscedasticity showed that our data does not have a problem with it, meaning that we 
could not reject the null hypotheses (see Appendix 6). The regression tests also chose to 
omit the dummy variable for utility industry due to multicollinearity. Even though our data 
did not show issues with heteroscedasticity, the issues with our residuals and extreme 
outliers made an OLS inappropriate, which is why a robust regressions were performed 
instead.   
 
Degree of 
Freedom 

Level of Significance 
             10%                 5%                   2,5%                 1% 

17 24,8                      27,6                      30,2                        33,4 
18 26,0                      28,9                      31,5                        34,8 
19 27,2                      30,1                      32,9                        36,2 
20 28,4                      31,4                      34,2                        37,6 

4.7.6 Correlation test 
Different proxies such as pages, words and characters are used to measure the quantity of 
information in the sustainability report. Since one can think that some of these variables 
correlate highly with each other we will perform a correlation test to see if we have a 
situation of multicollinearity. In a multiple regression analysis where two or more 
explanatory variables are highly linearly related there is a situation of multicollinearity. 
Perfect multicollinearity is when the correlation between two variables is equal to 1 or -1 
but that is not that common in a data set. Two tests for multicollinearity have been 

Table 3. The Chi-Square Distribution  
Source: Studenmund, 2006, 623 
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performed, one for our different quantity proxies and one for our different control 
variables; industry and size. If we have a situation of multicollinearity these variables have 
to be excluded before the regression analysis can be done. (Studenmund, 2006, pp. 94-95) 
 

 

 

4.7.7 Robust Regression 
When the classical assumptions for an OLS do not hold the pros and cons with alternative 
estimation techniques must be considered. Depending on what assumptions that have been 
violated different adjustment to OLS can be done; one of these is robust regression 
(Studenmund, 2006, p. 88). Robust regression is said to be useful when outliers are found 
that are not errors and where there are no compelling reason to exclude them from the data 
(UCLA). A robust regression can be seen as a compromise since the outliers are not 
excluded entirely from the data nor are they treated equally in the statistical test (UCLA). 
It can be described as a type of weighted OLS, where the observations are weighted 
differently based on how well behaved they are. The rreg command in Stata first performs 
an OLS regression and finds the Cook’s Distance (Cook’s D) for each of the observations. 
Cook’s D can be defined as “A measure that combines the information of leverage and 
residual of the observation” (UCLA). Before the weights are calculated on the absolute 
residuals, any observation with a Cook’s D greater than 1 is dropped. During the 
calculation of weights the process stops when the maximum difference in weights from 
one iteration to the next is below tolerance.  
 
In this test, two different types of weights are used; Huber weights and biweights. In Huber 
weighting the larger the residual the smaller the weights will be, and small residuals get a 
weights of 1. Biweighting down-weight all non-zero residuals at least a little. The reason 
for using both these weights is because they both have some issues; Huber weights tend to 
have difficulties with severe outliers, while biweights might yield multiple solutions or 
have problems converging. As the most influential observations are dropped and the large 
absolute residuals are down weighted, the test can be used to do a regression analysis on 
data not appropriate for regular OLS regressions. Robust regression is said to be about 
95% as efficient as OLS. (UCLA)  
 
Since we noticed many issues we decided to check our data for extreme outliers, and 
plotted the data in a scatterplot to see potential outliers that might create bias in the test. 
All the scatterplots can be examined in Appendix 4. When a researcher notices that the 
data has extreme outliers that can cause bias they have the choice of removing those 
observations altogether or do alterations of the data in the statistical program. Removing 
the observations manually can be criticized of being too subjective which is why we chose 
not to remove any outliers but perform robust regression analysis instead.  
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CHAPTER 5: Empirical Findings 
This chapter will be divided into two parts. First the descriptive statistics for the two 
research questions will be presented to get a deeper understanding of the data that will be 
analyzed, and then the results of the different statistical tests will be described.  

 

5.1 Descriptive statistics  
In the end of Chapter 4 we presented our mathematical hypotheses related to our two 
research questions. The result presented in this chapter will follow the same structure as 
those hypotheses. Before presenting the result of the regression analysis we will provide 
descriptive statistics to deepen the understanding of the variables and the population.  
 

5.1.1 Research Question 1 
The population for the first research question is all 251 companies listed on NASDAQ 
OMX Stockholm on April 12th, 2013. In Table 4 all variables used in the regression 
analysis are presented.  
 

Variable N Percentage N report Min Max Mean Std deviation 
Population 251 100%  49             
Large Cap 61 24%  31     0 1 0,24 0,43 
Medium Cap 66 26%  13     0 1 0,26 0,44 
Small Cap 124 49%  5     0 1 0,49 0,50 
Basic materials 16 6%  5     0 1 0,06 0,24 
Consumer goods 25 10%  6     0 1 0,10 0,30 

Consumer services 24 10%  7     0 1 0,10 0,29 
Financials 41 16%  7     0 1 0,16 0,37 
Healthcare 30 12%  3     0 1 0,12 0,32 
Industrials 67 27%  13     0 1 0,27 0,44 
Technology 35 14%  5     0 1 0,14 0,35 

Tele-
communications 4 2%  2     0 1 0,02 0,13 
Utilities 2 1%   0 1 0,01 0,09 
No 7 3%  1     0 1 0,03 0,17 
Return % 251 100%  49     -93,70 373,97 7,78 47,79 
Volatility 251 100%  49     0,01 71,63 6,93 8,75 

Table 4. Descriptive Statistics: of population 1 
All the variables expect return are nominal, thus denoted as dummy variables. N report = Number of 
companies with a separate sustainability report. 
	  
In Table 4 we have presented both the dependent variables, return % and volatility, along 
with the control variables. Understanding the characteristics of the market will deepen the 
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understanding of the results of the 
regression analysis and the 
discussion. It can also help explain 
where inferences can be made and 
how to make generalizations based 
on the results. If we first examine 
the characteristics of the 
Stockholm exchange we can 
observe that Small Cap is highly 
represented with about half of the 
market. The other half of the 
population is almost evenly 
distributed between Large cap and 
Mid Cap (see Figure 9). Thus, 
listed companies on the Swedish 
market are more commonly Small 
Cap than Large or Mid Cap. To justify generalizations made from this research to other 
markets it is important that the market has a similar market capitalization distribution as 
this one.  

Industry classification will also provide an understanding regarding the characteristics of 
the market. In Figure 10 we can see the distribution of companies in the various industries 
for all companies listed on the NASDAQ OMX Stockholm. There seems to be a fairly 
even distribution between Basic materials, Consumer goods, Consumer services, 
Financials, Health care and Technology, with an average among them of 28,5 companies 
in each industry classification. On the Swedish stock exchange 67 companies are 
considered industrials, making it the most common industry. The industries that are less 
represented on the stock exchange are utilities, telecommunications and the nameless 
classification (“no”), with 2, 4 and 7 companies respectively. 	  

	  
 
Previous research has shown that both industry classification and size can affect both 
extent and quality of the reporting, something that will be discussed further in the next 

Figure 9. Graph of size distribution among companies 

Figure 10. Distribution of industries among companies 
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chapter. However, understanding the characteristics of the market, both in regards to size 
and industry, will help the reader get a better understanding of the results and the analysis.  
 
The dependent variables Return and Volatility show a wide dispersion in our sample. 
Return, for example, have the maximum observation of 373,97 % and a minimum 
observation of -93,71 %, which means that it the spread is 467,68 % between the highest 
and lowest observation. The standard deviation of 47,79 shows a similar pattern. The mean 
of the return for the entire population for the first research question is 7,78 %, however, 
due to our extreme outliers this is not a fair representation of the population. If we examine 
volatility instead we can observe a mean of 6,93 and a spread between the highest and 
lowest observation of 71,62, between 0,010402 and 71,630541. Similarly to the mean for 
return, the extreme outliers influence the mean for volatility, which means that it will not 
provide a good estimation for the population.  
 

 

5.1.2 Research Question 2 
Table 5 describes the same variables as in the beginning of 
the section but only for the companies with a separate 
sustainability report. This means that the table is useful for 
the second research question, which concerns the relationship 
between the quantity of information in the sustainability 
report and return and volatility, given the various control 
variables.  

Variable N Percentage Min Max Mean 
Std 

deviation 
Population  49     100%         
Large Cap  31     63% 0 1 0,60 0,50 
Medium Cap  13     27% 0 1 0,28 0,45 
Small Cap  5     10% 0 1 0,09 0,29 
Basic materials  5     10% 0 1 0,10 0,30 
Consumer goods  6     12% 0 1 0,10 0,30 
Consumer services  7     14% 0 1 0,20 0,40 
Financials  7     14% 0 1 0,10 0,30 
Healthcare  3     6% 0 1 0,10 0,20 
Industrials  13     27% 0 1 0,30 0,50 
Technology  5     10% 0 1 0,10 0,30 
Tele-
communications  2     4% 0 1 0,00 0,20 
Utilities  0 0% 0 1 0,00 0,00 
No  1     2% 0 1 0,00 0,10 
Return %  49     100% -60,53 127,33 9,38 30,97 
Volatility  49     100% 0,08 33,70 7,90 6,34 

Table 5. Descriptive Statistics for companies with a separate sustainability report 

Figure 11. Sustainability report 
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The population of the second research question is all the companies with a separate 
sustainability report. As explained before, the total number of listed companies on the 
exchange is 251, and 49 of those have a separate sustainability report in English. This 
means that about one fifth, or 20%, of the all the companies on NASDAQ OMX 
Stockholm disclose a separate sustainability report (see Figure 11).  
 
When comparing the distribution of Cap sizes between the 
companies that have a sustainability report to those that do 
not have a sustainability report we notice that they look 
very different. Among the companies that have presented a 
separate sustainability report, 63 % are denoted Large Cap, 
while they only represent 24 % of all 251 companies. The 
most common capitalization size for the entire list of 
companies were Small Cap with 49 % of the market, 
however, only 10 % of the companies that have a separate 
sustainability report are Small Cap. Therefore the 
conclusion from Figure 12 is that it is more common to 
report CSR activities in a separate report among the Large 
Cap than the Small Cap. Mid Cap is the one where there 
seem to experience the least difference between the two 
groups.	  	  
 
 

	  
Figure 13. Distribution of market capitalization size, with or without a report.  

 
The similar pattern can be seen in Figure 13 where 50,82% of all the Large Cap companies 
have a separate report. Compared to the Small Cap where only 4% produce a stand-alone 
report. Among the Mid Cap it is about 20%, which could mean that it is a fairly good 
representation of the population.  
 

  Figure 12 Distribution of companies 
with a sustainability report according to 
size 
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Figure 14. Distribution of industry, with or without a separate report 

 
Figure 14 shows how many companies within each industry produce a report. In the 
Telecommunication industry half of the observations produce a report, however, as there 
are only 4 observations it can hardly be seen as a standard. Basic materials and consumer 
services are two industries where the publishing of a separate sustainability report seems to 
be more common than in many other industries. In the basic materials industry about 31% 
produce a report and while in the industry that produce the least reports, health care, only 
10% produce a separate report.  
 

 
In Table 6 the descriptive data regarding our proxies for quantity are presented. It shows 
that there is a dispersion of the observations there as well. The difference between the 
longest and the shortest sustainability report is 263 pages, the shortest having only 2 pages 
and the longest having 265 pages. Naturally this data is also affected by extreme outliers 
which means that the mean of 41,47 pages is greatly influenced by them. If we remove the 
observation with 265 pages, the mean would change to 36,8 pages, which probably is a 
better estimation of the average amount of pages in the reports. The wide spread can also 
be seen in the standard deviation of 40,17 pages. A similar dispersion can be seen for the 
other proxies; words range from 1588 to 72 905, which means that the spread between the 
largest amount of words and the least amount of words used in the report is 71 317. The 
mean of 18 058,37 words is equally affected by the extreme outliers as the variable 
“pages”, with a standard deviation of 13 362,61. The variable “Characters” includes even 
more information than the word count, which means that it should have greater numbers 
than both pages and words. We observe that the spread of characters is 399 946, with a 
minimum observation of 8654 and a maximum of 408 600. Clearly there are extreme 
values that affect the mean of 99 614,63 characters. We can conclude that number of 

Variable N Min Max Mean Std deviation 
Pages 49 2 265 41,47 40,17 
Words 49 1588 72 905 18 058,37 13 362,61 
Characters 49 8654 408 600 99 614,63 74 981,77 

Table 6. Descriptive Statistics for quantity proxies 
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characters provide the most detailed estimation of quantity as it seems to include more than 
the other measures. However, as it is unclear whether it includes more information than the 
other measures all will be used in the multiple regression analyses.

5.2 Multicollinearity and Heteroscedasticity test 
Before our regression analysis was performed we tested our model for multicollinearity 
and heteroscedasticity. Multicollinearity exists when there are significant correlations 
among the variables tested, however, since our variables for the first test are built up as 
“dummy” variables it can be difficult to make such analyses. In table 5.3 the correlation 
among the control variables is displayed. In Table 7 we can observe the highest correlation 
between Small Cap and Large Cap, of negative 0,5607. However, this result cannot be 
seen as correlating enough to cause multicollinearity.  
 

  Dutilities    -0.0505   0.0902  -0.0233  -0.0297  -0.0290  -0.0394  -0.0329  -0.0544  -0.0359  -0.0114   1.0000
       Dtele     0.0765   0.0010  -0.0331  -0.0421  -0.0412  -0.0560  -0.0467  -0.0772  -0.0510   1.0000
 Dtechnology    -0.1198   0.2442  -0.1046  -0.1333  -0.1303  -0.1770  -0.1476  -0.2441   1.0000
Dindustrials    -0.0096   0.0763  -0.1583  -0.2017  -0.1972  -0.2680  -0.2235   1.0000
 Dhealthcare    -0.0933   0.1500  -0.0957  -0.1220  -0.1193  -0.1620   1.0000
 Dfinancials     0.1525  -0.2653  -0.1148  -0.1463  -0.1430   1.0000
  DCsservice    -0.0571  -0.1326  -0.0845  -0.1077   1.0000
     Dcgoods    -0.0016  -0.0903  -0.0864   1.0000
      Dbasic     0.1188  -0.0305   1.0000
      Dsmall    -0.5607   1.0000
      Dlarge     1.0000
                                                                                                                 
                 Dlarge   Dsmall   Dbasic  Dcgoods DCsser~e Dfinan~s Dhealt~e Dindus~s Dtechn~y    Dtele Dutili~s

	  
Table 7. Correlation Matrix for the control variables 

Because one can assume there to be a strong correlation between the proxies used for 
measuring the quantity of information in the sustainability reports it could be interesting to 
perform a correlation test for those variables. As can be observed in Table 8 the proxies are 
highly correlated, almost perfectly. Due to this we performed a separate multiple 
regression test for each of the proxies. The close correlation between the variables can be 
seen as proof that they are all logical choices to use as proxies for quantity. 
 
 
 
 
 
 

 
 
After each of the regression tests a white test was performed to ensure that there was no 
heteroscedasticity. All the tests for heteroscedasticity can be examined in Appendix 6. 
None of the test proved to have an issue with heteroscedasticity, however, due to other 
issues robust regression tests were performed. 
 

5.3 Robust regression analysis 
Several regression analyses will be performed to help answer our research questions. Each 
of the tests will help establish if the null hypothesis can be rejected or not. In Chapter 4 we 
presented six different hypotheses, and therefore we will perform six different regression 

     Wcharac     0.9858   0.9995   1.0000
      Wwords     0.9862   1.0000
    WpagesSR     1.0000
                                         
               WpagesSR   Wwords  Wcharac

(obs=251)
. corr WpagesSR Wwords Wcharac

  Table 8. Correlation Matrix for the quantity proxies 
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analyses. For our hypotheses we have chosen to summarize and present the relevant results 
but the full results of the tests can be examined in Appendix 7. 
 

5.3.1 Hypothesis 1 
The first regression analysis was performed to test the first hypothesis: 
 

H0: βreport = 0 
H1: βreport ≠0 

 
The regression includes the dependable variable “Return” and the independent variable 
“Sustainability report” along with the control variables presented before. This was done to 
answer the first research question: whether the existence of a separate sustainability report 
affects financial performance, or more specifically for this test, stock return.  
 

 
The regression analysis for “Sustainability Report” and “Return” shows that the null 
hypothesis for the first hypothesis cannot be rejected, as it is not statistically significant 
with a p-value that exceeds 0,05. This means that we cannot exclude the possibility that the 
effect we are observing is caused by chance, which is also why we are unable to reject the 
null hypothesis; that the difference in stock return between those with a separate 
sustainability report and those without one is equal to zero. In other words it means that 
disclosing a separate sustainability report does not have an effect on a company’s stock 
return.  
	  

5.3.2 Hypothesis 2 
The second regression analysis was performed to test the second hypothesis: 

 
H0: βreport = 0 
H1: βreport ≠0 

 
The regression includes the dependable variable “Volatility” and the independent variable 
“Sustainability report” along with the control variables presented before. This is the second 
part to answer the first research question whether the existence of a separate sustainability 
report affects financial performance, or more specifically for this test, stock volatility. 

Return Coef. Std.Err t P>(t) 95% Conf. Interval 
Sustainability 
Report 4,6106 5,4686 0,84 0,400 -6,1623 15,3836 

Table 9. Result of regression analysis between Return and Sustainability report. 
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Volatility Coef. Std.Err t P>(t) 
95% 
Conf. Interval 

Sustainability	  
Report	   2,4843	   0,7146	   3,48	   0,001	   1,0765	   3,892	  

 
The result indicates that there is a relationship between the existence of a separate 
sustainability report and the stock volatility. This test is especially interesting as it is 
statistically significant at a significance level of 95 %. This means that we can reject the 
null hypothesis; that the difference of volatility between those that have a separate report 
and those that do not is not equal to zero. As such, having a separate sustainability report 
can be considered to have an effect on a company’s stock volatility, and in this case, a 
positive effect. Disclosing a report seems to increase the volatility by as much as 2,48 
units. Showing that volatility and sustainability reports are strongly positively related.  
	  

5.3.3 Hypothesis 3 
The three regression analyses performed to test the third hypothesis: 
	  

H0: βpagesSR = 0 
H1: βpagesSR≠ 0 

 

H0: βwords = 0 
H1: βwords ≠0 

 

H0: βcharact = 0 
H1: βcharact ≠0 

The third hypothesis includes the various proxies used to measure the quantity of 
information in the sustainability report and the dependent variable “Return”. This 
hypothesis was formulated to help answer the second research question if the quantity of 
information disclosed in the sustainability report affects financial performance, or more 
specifically for this hypothesis; if it affects stock return. As there are three variables to help 
measure the quantity of information three different regression analyses was performed, all 
of which also included the control variables.  

 
All the proxies for quantity seem to have a negative effect on the stocks return; however, 
none of the tests are statistically significant. Our p-values are greater than 0,05 and 
therefore the effect cannot be excluded to be caused by chance. Since the possibility of 
chance cannot be excluded the test are not statistically proven and therefore we cannot 
reject any of the null hypotheses. Meaning that quantity of information in the sustainability 

Table 10. Result of regression analysis between Volatility and Sustainability report 

Return Coef. Std.Err t P>(t) 95%Conf. Interval 

PagesSR 0,0689156	   0,088884	   0,78	   0,439	   -‐0,1061842	   0,2440155	  

Words 0,0002742	   0,0002326	   1,18	   0,24	   -‐0,000184	   0,0007324	  

Characters 0,0000485	   0,0000419	   1,16	   0,248	   -‐0,00034	   0,000131	  

Table 11. Summary of the regression analysis between Return and the different proxies for quantity 
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report does not seem to have an effect on return. Considering that the hypothesis of having 
a report would not affect the return could not be rejected either, this result can be seen as a 
further indication that existence of a separate sustainability report is irrelevant to the stock 
return. 
 

5.3.4 Hypothesis 4 
The four regression analyses performed to test the fourth hypothesis: 
	  

H0: βpagesSR = 0 
H1: βpagesSR≠ 0 

 

H0: βwords = 0 
H1: βwords ≠0 

 

H0: βcharact = 0 
H1: βcharact ≠0 

The fourth hypothesis includes the various proxies used to measure the quantity of 
information in the sustainability report and the dependent variable “Volatility”. This is the 
second part to answering whether the quantity of information in the sustainability report 
affects financial performance. In this regression the effect quantity has on volatility will be 
tested instead of return. Similarly to the third hypothesis, as there are three variables to 
help measure the quantity of information three different regression analyses was 
performed, all of which also included the control variables.  
 

Volatility Coef. Std.Err t P>(t) 95% Conf. Interval 

PagesSR 0,0334936	   0,0116513	   2,89	   0,004	   0,0107388	   0,0566445	  

Words 0,0000922	   0,0000308	   2,99	   0,003	   0,0000315	   0,0001528	  

Characters 0,0000162	   0,00000553	   2,93	   0,004	   0,00000528	   0,0000271	  

Table 12. Summary of the regression analysis between volatility and the different proxies for quantity 

Number of pages, words and characters all seem to have a positive affect on volatility, 
however, a very small effect as can be seen in Table 12. PagesSR is the variable with the 
highest unstandardized beta coefficient, meaning that it is the variable that has the greatest 
effect on stock volatility per unit out of the three proxies. As our p-value is lower than 0,05 
we can exclude that the effects observed happened by chance. Therefore we reject the null 
hypothesis for the fourth hypothesis, which indicate that the quantity of information in the 
sustainability report does not affect a company’s volatility. This is consistent with the 
results we observed in the regression for the second hypothesis; that the existence of a 
report has a positive effect on volatility. Additionally, this regression analysis indicates 
that the number of pages in the report, number of words and characters all have a positive 
effect on volatility. This means that an increased quantity of information disclosed in the 
sustainability report will cause a higher stock volatility. Increasing the number of pages 
with one unit will change volatility with about 0,00335 units. An increase in number of 
words with one unit would change volatility with 0,0000922 and one unit change in 
number of characters would change volatility with 0,0000162 units. This might seem like 
neglectible changes, however, with the amount of standard deviations we observe in Table 
12, they are relevant. With such large changes between the observations, even small 
changes per unit can cause a large total effect.  
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5.3.5 Hypotheses 5 & 6 
For the regression tests regarding the fifth and sixth hypotheses we performed regular 
regression tests in Stata. From before we know that there is no correlation among the 
variables, and after each test we did a White test for heteroscedasticity. The White test, 
which can be seen in Appendix 6, showed that the data did not have a problem with 
heteroscedasticity.  
 

5.3.5.1 Hypothesis 5 
A regression analysis was performed to test the fifth hypothesis: 
 

H0: βdLarge = 0 
H1: βdLarge ≠0 

 

H0: βdsmall = 0 
H1: βdsmall ≠ 0 

This regression analysis was performed to test if the quantity of information in the 
sustainability report depends on the market capitalization size of the company, while 
including industry classification as the control variable.  
 

5.3.5.2 Hypothesis 6 
The last regression analysis was performed to test the sixth hypothesis: 

H0: βDbasic = 0 
H1: βDbasic ≠0 

 

H0: βDcgoods = 0 
H1: βDcgoods≠ 0 

 

H0: βDcservices = 0 
H1: βDcservices≠ 0 

 
H0: βDfinancials = 0 
H1: βDfinancials≠ 0 

 

H0: βDhealthcare = 0 
H1: βDhealthcare≠ 0 

 

H0: βDindustrials = 0 
H1: βDindustrials ≠0 

 
H0: βDtechnology = 0 
H1: βDtechnology≠ 0 

 

H0: βDtele = 0 
H1: βDtele ≠0 

 

H0: βDutilities = 0 
H1: βDutilities ≠0 

The results of this regression analysis will help determine if the quantity of information 
disclosed in the sustainability report is affected by the industry classification of the 
company, with market capitalization size as the control variable. As there are three proxies 
for quantity three different tests were performed including all the variables for this 
hypothesis and for the fifth hypothesis. These tests are not performed to help answer the 
research question but to increase the understanding and increase the knowledge among 
investors, companies and regulators. Additionally, the results will provide interesting 
aspects to consider when analyzing the hypotheses 
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       _cons     3.259688   9.378166     0.35   0.728    -15.21473    21.73411
  Dutilities    -3.186331   19.20993    -0.17   0.868    -41.02872    34.65606
       Dtele     16.42643   14.98602     1.10   0.274    -13.09513    45.94799
 Dtechnology     3.176011   9.948023     0.32   0.750    -16.42099    22.77301
Dindustrials     9.613389   9.480055     1.01   0.312    -9.061744    28.28852
 Dhealthcare     1.264845   10.04849     0.13   0.900    -18.53007    21.05976
 Dfinancials     -4.05557   9.781478    -0.41   0.679    -23.32449    15.21335
  DCsservice     11.43652   10.28461     1.11   0.267    -8.823542    31.69658
     Dcgoods    -.1615501   10.20433    -0.02   0.987    -20.26346    19.94036
      Dbasic    -3.846837   10.82635    -0.36   0.723     -25.1741    17.48043
      Dsmall    -.0733566    3.95293    -0.02   0.985    -7.860389    7.713676
      Dlarge     5.701127   4.348194     1.31   0.191    -2.864553    14.26681
                                                                              
PagesSusta~y        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                              

       Total    145254.287   250  581.017147           Root MSE      =  23.843
                                                       Adj R-squared =  0.0215
    Residual    135873.703   239  568.509216           R-squared     =  0.0646
       Model    9380.58425    11  852.780386           Prob > F      =  0.1320
                                                       F( 11,   239) =    1.50
      Source         SS       df       MS              Number of obs =     251

	  
Table 13. Results of regression analysis with number of pages and the control variables 

	  

                                                                              
       _cons     753.1599   3582.743     0.21   0.834    -6304.627    7810.947
  Dutilities    -767.1836   7338.774    -0.10   0.917    -15224.12    13689.76
       Dtele     9981.876   5725.115     1.74   0.083    -1296.254    21260.01
 Dtechnology     2513.461   3800.446     0.66   0.509    -4973.188    10000.11
Dindustrials     4345.477   3621.668     1.20   0.231     -2788.99    11479.94
 Dhealthcare      1338.27   3838.828     0.35   0.728    -6223.988    8900.527
 Dfinancials     -878.542   3736.821    -0.24   0.814    -8239.853    6482.769
  DCsservice     5201.307   3929.033     1.32   0.187     -2538.65    12941.26
     Dcgoods     663.2144   3898.364     0.17   0.865    -7016.326    8342.754
      Dbasic    -960.4411   4135.995    -0.23   0.817    -9108.102    7187.219
      Dsmall     14.02369   1510.139     0.01   0.993    -2960.859    2988.906
      Dlarge     2399.905   1661.142     1.44   0.150    -872.4443    5672.254
                                                                              
Numberofwo~s        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                              

       Total    2.1431e+10   250  85722165.1           Root MSE      =  9108.9
                                                       Adj R-squared =  0.0321
    Residual    1.9830e+10   239  82972298.6           R-squared     =  0.0747
       Model    1.6002e+09    11   145469265           Prob > F      =  0.0631
                                                       F( 11,   239) =    1.75
      Source         SS       df       MS              Number of obs =     251

	  
Table 14. Results of the regression analysis between number of words and the control variables 
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       _cons     2111.029   19901.42     0.11   0.916    -37093.56    41315.61
  Dutilities    -2363.117   40765.41    -0.06   0.954     -82668.5    77942.27
       Dtele     59265.04   31801.86     1.86   0.064    -3382.693    121912.8
 Dtechnology     15521.41   21110.71     0.74   0.463    -26065.41    57108.23
Dindustrials     25910.31   20117.64     1.29   0.199    -13720.22    65540.83
 Dhealthcare     10046.07   21323.91     0.47   0.638    -31960.74    52052.89
 Dfinancials    -2890.223   20757.29    -0.14   0.889    -43780.82    38000.37
  DCsservice     30144.23   21824.99     1.38   0.169    -12849.67    73138.14
     Dcgoods     5630.515   21654.62     0.26   0.795    -37027.78    48288.81
      Dbasic    -3346.621   22974.62    -0.15   0.884    -48605.23    41911.99
      Dsmall      252.088   8388.518     0.03   0.976    -16272.78    16776.96
      Dlarge     13358.26   9227.309     1.45   0.149    -4818.974     31535.5
                                                                              
Numberofch~s        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                              

       Total    6.6118e+11   250  2.6447e+09           Root MSE      =   50598
                                                       Adj R-squared =  0.0320
    Residual    6.1188e+11   239  2.5602e+09           R-squared     =  0.0746
       Model    4.9296e+10    11  4.4815e+09           Prob > F      =  0.0636
                                                       F( 11,   239) =    1.75
      Source         SS       df       MS              Number of obs =     251

. reg Numberofcharacters Dlarge Dsmall Dbasic Dcgoods DCsservice Dfinancials Dhealthcare Dindustrials Dtechnology Dtele Dutilities

	  
Table 15. Results of regression analysis between number of characters and the control variables 

For hypothesis 5 we can observe that the unstandardized beta coefficient for Small CAP 
and Large CAP are both different from zero in all three tests. However, as all p-values 
were above 0,05 the null hypothesis cannot be rejected. The effect we observe could be 
caused by chance and is therefore not considered statistically proven. This also indicates 
that the quantity of the information in the sustainability report is not affected by the market 
capitalization size.  
 
A similar result can be observed for hypothesis 6; all unstandardized beta coefficients are 
different from zero, however all of the p-values are above 0,05. Therefore none of the null 
hypothesis cannot be rejected, which indicate that the quantity of information disclosed in 
the sustainability report is not affected by what industry classification the company has. In 
other words, being in a specific industry does not seem to affect the amount of quantity 
disclosed. There does seem to be some indication that belonging to the telecommunication 
industry will increase the number of words and characters used in the sustainability report, 
however, the p-value for the unstandardized beta coefficient is relatively low, but not 
enough to be statistically proven at 95 %. Thus, even though there seems to be a weak 
indication that belonging to the telecommunication industry will partly affect the quantity 
of information disclosed, the results are not significant enough to reject the null hypothesis.  
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CHAPTER 6: Analysis & Quality criteria 
In this chapter we will discuss our findings by analyzing each hypothesis separately and in 
chronological order. The discussion and analysis will be performed with the theoretical 
framework and previous research in mind. The discussion and presentation of results were 
separated to ensure a full understanding of the findings before the analysis began. The 
chapter will be concluded with a discussion regarding the quality criteria. 

	  

6.1 Analysis  

6.1.1 Hypothesis 1 
We will start our analysis by answering our first research question; “Does the existence of 
a separate sustainability report affect the financial performance for companies on 
NASDAQ OMX Stockholm?”. To do this we will focus on the hypotheses 1 & 2 and 
analyze each one separately.	  
 
The first hypothesis seeks to explain if the fact of having a separate sustainability report 
will affect a company’s stock return. 
 

H0: βreport = 0 
H1: βreport ≠0 

 
We were unable to find a significant relationship between the existence of a sustainability 
report and stock return. Thus, having a report does not seem to affect a company’s stock 
return - the null hypothesis could not be rejected. 
 
In the theoretical chapter we argued that stock return could be used as a proxy to describe a 
company’s financial performance. The first statistical test indicates that disclosing a 
separate sustainability report does not affect a company’s financial performance. A further 
assumption could therefore be that CSR does not have a direct effect on the financial 
performance. However, this assumption might be a bit far fetched considering that the lack 
of effect might have to do with the quality of the reports, and/or the way the test itself was 
performed. 
 
The lack of effect could be because the information provided in the reports is already 
available on the market. According to the efficient market hypothesis the prices of 
securities should reflect all available information on the market. However, if the 
information that is disclosed in the reports is already available then the reports themselves 
would not cause any direct changes in the stock price and thus not in stock return. This 
argument relies on the assumes that investors are rational and can process the information 
in a rational way, but if this is not the case then the new information would not necessarily 
affect the stock price. 
 
Another explanation for the results is that the reports are not considered valuable from a 
CSR perspective; the stakeholder who value CSR might consider the action themselves as 
proof enough of a corporate concern and then the report would be arbitrary. Additionally, 
if the reports fail to provide satisfactory information to the right stakeholder the 
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communication has failed and the information would not be considered valuable. Sinah has 
argued that efficient communication is important for company growth and in order for it to 
be effective there has to be an understanding between the sender and the receiver (2012, p. 
7). This is also why it is so important to consider to whom the report is intended; who the 
company’s key stakeholders are.   
 
Knowing who the stakeholders of the sustainability report are, and how to communicate 
the right information is something that many companies struggle with. Borglund et al., 
have argued that the main stakeholder of the sustainability report are investors (2009, p. 
118) but perhaps the investors do not value the report as much as researchers assumes. 
Another explanation could be that the investors are unable to process the information in the 
sustainability report. It has been stated earlier that many investors prefer quantifiable data, 
but intangible assets are difficult to measure in such ways. This could indicate that 
investors would prefer CSR disclosure in the form of a TBL accounting approach in the 
annual reports. Therefore it could also be useful for corporations to integrate the TBL 
approach for their sustainability reporting, at least if they wish to target investors with their 
CSR reporting. However, the investors may not be the target of the sustainability report, 
which would help explain the lack of effect on stock return. From that aspect, the 
sustainability report could still have benefits that are not recognized in this research. 
 
If the reports are intended for the investors, the lack of regulations regarding the reports 
may cause a distrust of the information presented. It can be difficult for investors to trust 
disclosed information regarding CSR since it is not following specific rules or regulations. 
Many investors realize that companies wish to present the best possible outcome in their 
reports, and when the information is not regulated the performance described might be 
overestimated. Additionally, the fact that CSR is a relatively new subject means that some 
investors may not realize the potential benefits of such actions. Then the lack of clear 
regulations on the topic might be a signal from regulators to investor that the information is 
irrelevant. Considering that most of the reports are not audited and lack consistency in their 
way of reporting it is difficult to use the reports to make comparisons. Even though GRI 
and ISO have sought to create a remedy to this problem, it is still an issue. This means that 
the information in the sustainability reports is probably not used to frame expectations 
about a company’s performance not to compare companies against each other, something 
that is supported by our results as well. If the information is not used it could be considered 
arbitrary. 
 
If we compare our results to previous research we can see that there are some similarities 
with Richardson & Welker’s research (2001) as they were unable to find a relationship 
between cost of equity and social disclosure. Obviously there are many differences 
between their research and this one, especially as their research was performed on the 
Canadian market. Aupperle et al. (1985) was also unable to find a significant relationship 
between CSR and profitability. Their measurement for profitability was Return on Assets 
(ROA) and they compare this to the quality of CSR reporting. Throughout this report we 
have stressed the fact that we are not aiming to evaluate the quality of the reports, so 
previous research might seem irrelevant. However, as far as we are aware, none of these 
has established if the existence of a separate sustainability report matters, or if companies 
could communicate their CSR programs through any type of vehicle. As we are unable to 
find a significant relationship between having a separate sustainability report and return 
perhaps the conclusion is that companies can choose to report their activities through any 
type of vehicle, be it through websites, annual reports or other. This does not exclude the 
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notion that CSR itself can be beneficial to a company’s stock return and that it could result 
in profitable financial performance. 
 

6.1.2 Hypothesis 2 
The second hypothesis seeks to explain if the existence of separate sustainability report 
will affect a stock’s volatility. 
 

H0: βreport = 0 
H1: βreport ≠0 

 
The null hypothesis was rejected, which means that having a separate sustainability report 
has a positive effect on volatility. If a company has a separate sustainability report the 
volatility tend to increase with 2,48 % compared to not having a report (see Table 10). This 
result is especially interesting for two reasons: first, because it is statistically significant, 
second, because it is the opposite of what one would assume based on available theories. 
 
Volatility is said to be caused by trading and uncertainty on the market, which in turn 
means an increased risk for investors. However, the existence of a report should be a way 
for companies to communicate important information to their stakeholders and thereby 
reduce uncertainty. As Hull explained, volatility is highly influential in investment 
decisions and affects the expected returns but researches regarding the causes have been 
inconclusive (2012, p. 207). Despite inconclusive research, any type of information that 
may affect the investment decision should be considered important. The inability to 
communicate the information efficiently might be the reason why we are observing an 
increased volatility instead of the opposite. Nielsen & Thomsen argued that one of the 
biggest challenges for companies is to truly understand the terminology of CSR and to 
communicate consistently regarding the topic (2007, p. 25). Perhaps it is a failure within 
these areas that are causing the volatility to increase instead of decreasing. If companies 
fail to use the terminology in a way that creates trustworthiness and fail to be consistent in 
their reporting their efforts of transparency might backfire and result in a negative effect. 
The lack of understanding for the terminology might be connected to the issue described in 
Carroll’s CSR pyramid; that many seem to think that the pyramid must be fulfilled step by 
step. However, it was always intended to be a pyramid where all levels are attended to 
simultaneously. Not working with all aspects simultaneously might be where companies 
fail, because their CSR activities and reporting seem incomplete or insufficient.  
 
The inability to communicate efficiently also concerns the companies ability to create 
legitimacy, because as Suchman states; companies that are considered legitimate are also 
viewed as more worthy, meaningful, trustworthy and predictable (1995, p. 575). However, 
that would also indicate that a company that is able to create legitimacy should be more 
profitable as they are considered worthy, also more stable as they are considered 
predictable. Thus, the uncertainty regarding the company should be reduced and thereby 
also the volatility. Then we must conclude that the companies in this research are unable to 
establish legitimacy through their CSR reporting and that this is the reason why volatility 
increases instead of decreases and that the report does not affect return.   Another 
perspective for the observed results could be that working actively with CSR has a positive 
effect on the expected return but due to the inconsistency and inefficiency regarding the 
communication the volatility is increased which offsets the expected returns. This would 



	  

71	  
	  

help to explain why we are unable to establish a significant relationship between return and 
having a report and why volatility increases by having a report. 
 
Even though none of the previous researchers have examined volatility specifically, some 
have compared CSR and cost of capital. Considering that cost of capital includes a risk 
measurement and time value of money it could have some connection to the results found 
in our thesis. Dhaliwal (2011) and Reverte (2012) were both able to find a significant 
relationship between increased CSR disclosure and a lower future cost of capital. An 
interesting difference between their results and our is that they found that CSR reporting 
reduced the cost of capital, while having a CSR report increased volatility in our case. This 
means that our results are the opposite of those found in Dhaliwal and Reverte’s studies. 
Naturally, this effect could depend on the markets examined; Dhaliwal researched the 
effect on the American market while Reverte investigated the Spanish market. Perhaps the 
effect has to do with the fact that the Swedish investors do not value a separate report. It 
could also be that the Swedish investors prefer other vehicles of communicating CSR and 
therefore they consider a separate report as an irrelevant use of time and resources, which 
cause stock volatility to increase instead of decreasing. 
 
The answer to the first research question is therefore that having a report can have a partial 
effect on a company’s financial performance. More specifically it has a positive effect on 
volatility but no significant relationship can be found between having a separate 
sustainability report and stock return. The potential improvements of the research and 
discussion to develop this research will be discussed in the section “Further research”. 
 

6.1.3 Hypothesis 3 
The second research question; “Does the quantity of information disclosed in the 
sustainability report affect the financial performance?” will be answered by examining 
hypotheses 3 and 4	  
	  
The third hypothesis seeks to explain if the quantity of information in the sustainability 
report affects stock return 
 

H0: βpagesSR = 0 
H1: βpagesSR≠ 0 

 
H0: βwords = 0 
H1: βwords ≠0 

 
H0: βcharact = 0 
H1: βcharact ≠0 

 
The null hypothesis could not be rejected, indicating that the quantity of the separate 
sustainability report does not affect stock return. Similarly to the results of hypothesis 1, 
this means that the quantity of information disclosed in the sustainability report does not 
affect the stock return (see Table 11). It would be simplistic to assume that this test is 
arbitrary due to the results presented in the first hypothesis. The third hypothesis measures 
the relation between the quantity of information disclosed to the stock return, while 
simultaneously taking control variables into account (also used in the first test). Thus, even 
if having a report did not affect the return, reporting more or less could have had an effect.  
 
As mentioned earlier, Hooks & Staden (2011) were able to find a relationship between the 
extent of a report and the quality. Although, they mention that this effect can be counter-
intuitive as more sentences are needed to thoroughly explain all aspects of CSR. In effect, 
this would mean that companies aiming to produce a report of high quality would also 
produce a longer report. Hooks et al. also explained in another article that to be meaningful 
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and sufficient, reporting has to be broadened beyond the legal scope (2002, p. 502). These 
researchers suggest that increasing the quantity also affects the quality of the report. Since 
companies seek to disclose CSR information because they wish to legitimize their actions, 
enhance brand image and reputation (Hooghimestra, 2000, p. 64) it is important that they 
are using sound accounting principles when communicating such information. Using sound 
accounting principles can increase a company’s trustworthiness, accountability and 
transparency. In turn, this can build a favorable brand image and reputation, which could 
result in a higher financial performance. However, such effects would probably not be 
noticed by only examining one report and the financial effect shortly after its publication. 
The effect we are looking to find could take longer to observe on the stock market. 
Another possibility could be that companies are not using sound accounting techniques in 
their sustainability report, which is why investors do not value the information in them.  
 
Providing information to investors is important to companies as it helps them form 
expectations about future return and thereby affects their investment decision. However, 
considering that; 1) the quantity of information disclosed in the sustainability report cannot 
be proven to have a significant effect on return, 2) the research concerning CSR and 
company performance is inconclusive, and 3) it is expensive to produce reports, companies 
might reconsider their reporting practices. If companies decide to spend less time reporting 
activities that could affect the company’s performance there is a risk of information 
asymmetry. Meaning that the difference of information between insiders and investors 
could become greater and information would not be available to all actors on the market. 
This in turn could have a negative effect on the efficient market and result in prices that are 
incorrectly set. Naturally, there are other incentives to produce reports than financial ones, 
however, it could still be useful for regulators to consider the potential implications of less 
reporting. As it ultimately lies in the regulators interest to maintain the interest of society 
they need to consider the future of sustainability reporting and what requirements and 
regulations that should be used to ensure the accuracy, consistency and comparability. 
Having such guidelines/regulation could also send a clear signal to investors and 
management that CSR activities are important and valuable.  
 

6.1.4 Hypothesis 4 
The fourth hypothesis seeks to explain if the quantity of information in the sustainability 
report affects the volatility of the stock. 
 

H0: βpagesSR = 0 
H1: βpagesSR ≠0 

 
H0: βwords = 0 
H1: βwords ≠0 

 
H0: βcharact = 0 
H1: βcharact ≠0

In this case the null hypothesis was rejected, which means that the effect observed did not 
occur by chance and is therefore relevant to analyze further. All the proxies used to 
describe the quantity of information in the sustainability report have a positive relationship 
with the volatility of the stock (see Table 12).  
 
The fact that both having a report and an increased quantity of the report has a positive 
effect on the stock’s volatility is surprising considering the theories presented and studied. 
Efficient market hypothesis indicates that the prices observed on the market could be 
considered to reflect all the information available on the market, at least if it is considered 
at its semi-strong or strong form. In that case, additional information, which is viewed 
relevant, should cause some effect on the market. Similarly, increased knowledge should 
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reduce uncertainty, and thereby volatility. However, if investors consider the actions 
described in the reports as risky they might reconsider the price of the asset, which will 
cause the prices to fluctuate, thus increase volatility of the stock. 
 
Another explanation could be that investors that are active on the Swedish stock exchange 
do not value the activities described in the reports. They might be aware of the 
inconclusive research regarding CSR and financial performance, and therefore be worried 
that companies are not spending their time and resources on the “right” matters. Then the 
inability to understand and interpret the information in the report correctly could instead 
have a negative effect and increase uncertainty and risk, thus increase stock volatility. This 
could have to do with the notion that the long-time investors who value CSR and pressure 
companies to get involved in it are not as actively trading on the stock market. Instead, the 
investors who trade often and actively are looking for fast profits does not consider CSR to 
be a valuable investment. This is especially true since CSR considered a long-term 
investment. This could help explain the results we are experiencing; that investors trading 
actively during the period investigated do not seem to value the activities regarding CSR 
and therefore the prices on the market are re-evaluated and the volatility increases. 
 
This reasoning is inconsistent with the research performed by Dhaliwal, who found that 
initiating a stand-alone sustainability report was associated with a lower cost of capital 
than the previous year (2011, p. 94). He also found that a report combined with superior 
CSR performance attracted long term institutional investors and analyst coverage. 
Therefore, due to the increased coverage and the disclosure of the report, Dhaliwal found a 
lower absolute forecast error and dispersion. Thus, the disclosure of a separate 
sustainability report did not only reduce the cost of capital but increased the accuracy of 
forecast, which thereby indicates that it reduces the uncertainty. However, a reduction of 
uncertainty and cost of capital should mean a reduction of volatility, as both are measures 
of risk. Therefore, we need to investigate other potential reasons for our results.  
 
As working actively with CSR and disclosing such information is a way for companies to 
legitimize their businesses and create a favorable brand image it also means that they are 
better apt at handling shocks and crises on the market. Especially shocks and crises 
connected to social and/or environmental issues. Initially, this would indicate a lower risk 
than for similar stocks where the company is not working actively with CSR. This would 
be contradicting to our results, but if we look one step forward, the lower risk of the stocks 
could/would make them more popular among investors and could be a way of creating a 
diversification in their portfolio. This can also be connected to the recent crises as many 
investors might seek a way to reduce their risk exposure. This would indirectly mean that 
the stock would be traded more often than less popular stocks. The increased trading could 
cause fluctuations in the prices and help explain the increased volatility in stock prices that 
we have observed. 
 
Naturally, aspects not included in the statistical tests could also be the cause of the 
increased volatility. During the measured period there has been a lot of turbulence on the 
European market, with several markets close to failing. Not only has there been 
economical turbulence but this has also resulted in political turbulence, especially in the 
countries close to bankruptcy. However, some may argue that Sweden then would be a 
safe market in comparison, although, it would still be affected by such news. Problems and 
possible solutions to our model will be discussed in “further research”. 
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Conclusively the answer to the second research question is that the quantity of information 
will partly affect the financial performance of a company. It will not affect the return but 
will cause a positive effect on volatility. Increasing the quantity of the information 
disclosed in the sustainability report will have a positive effect on volatility, meaning that 
the volatility of the stock will increase and the prices will fluctuate more. 
 

6.1.5 Hypothesis 5 
The last two hypotheses are not directly connected to the research questions but still 
interesting and relevant to our research. In the methodology we stated that we would 
perform a cross-sectional design because we wanted to compare two groups. This was 
done in the first two hypotheses, however, when examining previous research (Dhaliwal et 
al., 2011; Frez & Källström, 2012; Richardson & Welker, 2001) we realized that many 
companies presents a difference in the quality of CSR reporting based on size and industry 
to mention a few. Therefore we decided to investigate if a similar relationship could be 
found between the quantity of information disclosed and industry and capitalization size. 
This led to the formulation of hypotheses five and six. 
 
The fifth hypothesis seeks to explain if the quantity of information in the sustainability 
report differs based on market capitalization size. 
 

H0: βdLarge = 0 
H1: βdLarge ≠0 

 

H0: βdsmall = 0 
H1: βdsmall ≠ 0 

The results of these tests can be seen in Table 13, 14 and 15. The null hypothesis could not 
be rejected, which means that market capitalization size does not have an effect on number 
of pages, words and/or characters presented in the separate sustainability report. Or in 
other words; that the quantity of information provided in the sustainability report is not 
affected by the market capitalization size. 
 

6.1.6 Hypothesis 6 
The sixth hypothesis seeks to explain if the quantity of information in the sustainability 
report differs based on industry classification. 

 
H0: βDbasic = 0 
H1: βDbasic ≠0 

 
H0: βDcgoods = 0 
H1: βDcgoods≠ 0 

 
H0: βDcservices = 0 
H1: βDcservices≠ 0 

 
 

H0: βDfinancials = 0 
H1: βDfinancials≠ 0 

 
H0: βDhealthcare = 0 
H1: βDhealthcare≠ 0 

 
H0: βDindustrials = 0 
H1: βDindustrials ≠0

H0: βDtechnology = 0 
H1: βDtechnology≠ 0 

 

H0: βDtele = 0 
H1: βDtele ≠0 

 

H0: βDutilities = 0 
H1: βDutilities ≠0 

 
Similarly the fifth hypothesis the relationship between the quantity disclosed in the 
sustainability reports and the industry classification cannot be statistically proven. In 
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turn this means that the null hypothesis could not be rejected for any of the industries, 
which indicates that the industry classification will not affect the quantity disclosed in 
the sustainability report. Results can be examined in Table 13, 14 and 15. 
 
The fact that size and industry cannot be significantly proven to have an effect on the 
quantity of disclosure is somewhat surprising as previous research has shown that the 
quality and quantity of the reporting is affected by these factors (Blank et al, 2009; Frez 
& Källström, 2012; Sun, 2012). This combined with the results found by Hooks & 
Staden (2011) should mean that factors that affect the quality of the reporting should 
indirectly also affect the quantity. However, this does not seem to be the case. Frez & 
Källström (2012) found contradicting results when comparing quality of disclosure and 
the industries; “industrials”, “consumer goods”, “basic materials” and “oil & gas” were 
found to have an effect while the others could not be statistically proven. A similar 
result was observed by Blank et al., (2009) who established that corporations within the 
consumer goods industry disclosed more about ethics than other corporations in other 
industries. Industrials disclosed more regarding environmental concerns than other 
industries. Blank et al.’s, regression analysis showed that the industries called “raw 
materials” and “IT” had a positive relation with the extent of disclosure (2009, p. 360). 
It is important to mention that Blank et al.’s, research concerned the extent of 
information disclosed on the websites by Swedish listed firms. 
 
Blank et al. (2009) were also able to find a positive relation between company size and 
extent of Internet disclosure. However, they used a different size measurement than 
used in this research; they used turnover and numbers of employees. Frez & Källström 
(2012) on the other hand used a similar measure as us and could not find a significant 
relation between quality of disclosure and size. As it would be reasonable to assume that 
larger corporations have more stakeholders, and thus more informational viewpoints to 
satisfy, they should have a greater quantity of information to disclose as well. The way 
this research has been presented there does not seem to be any significant relation 
between size and industry classification and quantity of information disclosed in the 
sustainability report. This in turn means that other control variables should probably 
have been included to provide a better result. Therefore, one can assume that the wrong 
measurement of size was used in this research, which will be discussed in further 
research 
 

6.1.7 Concluding discussion 
The results we observed by comparing quantity of information disclosed in the 
sustainability report and return of a stock are similar to the observations made in 
Aupperle et al.’s  (1985) research. They were also unable to find a significant 
relationship between concern for societal matters and profitability, for which they used 
ROA as the profitability measure. This further support our results that companies that 
are concerned with CSR does not necessarily perform better financially. This inference 
can be made since a higher ROA would result in a higher stock return, as it would mean 
a higher stock valuation. 
 
Sun (2012) on the other hand found a contradicting result; the regression analysis 
proved that CSR and ROA have a positive relation when controlling for size, risk, 
industry and the age of long-term assets. This is a more logical result based on the 
theoretical framework presented, as it would seem illogical for companies to work with, 
and disclose voluntary information regarding activities that will not benefit them. 
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However, as mentioned earlier it could have to do with the fact that investing in CSR is 
a long-term investment aimed at improving brand image, accountability and customer 
preference. In that case, the effect would not be noticed in our research, as our time 
horizon is too short. Another reasonable explanation could be that the model was not 
structured in a good way. Sun argues that research comparing financial performance and 
CSR must control for the age of long-term assets in their regression analysis (2012, p. 
481). Thus, the insignificant results we received could be due to the lack of relevant 
control variables in the model. This is something we will discuss in “further research”. 
 
Earlier we argued that working actively and performing well on CSR makes the 
company more resilient to shocks on the market, but it also makes them more sensitive 
to these effects. Companies that work with CSR build an image of accountability and 
trustworthiness, however, if that is broken the effects can be more negative than for a 
company that is not working in the same way. Thus, the results we observe could be 
caused by a shock that influenced the stock market during the period examined, or new 
proof that companies are not as “good” as they proclaim to be. 
 
Connecting back to the purpose of this research it could therefore be beneficial for 
companies to reconsider the time and money spent on reporting CSR, and for regulators 
to consider creating clearer guidelines and/or regulations when it comes to sustainability 
reporting. Our results show that companies could spend less time reporting and creating 
shorter reports or none at all without affecting them negatively. Not having a report 
would not affect their stock return and it would not cause an increase the volatility of 
their stock. From that perspective, not disclosing a separate sustainability report could 
actually have positive effects for the company’s financial performance. Although, the 
long-term effects such as increased trustworthiness, improve customer relations and 
improved brand image is not included in the test, thus might be lost if reporting is cut. 
Another argument could be that companies should work actively with CSR and make 
sure that it is disclosed to the public, but perhaps not necessarily through a sustainability 
report. Not producing a report but finding alternative vehicles of communicating their 
activities could save both time and money for the company. 
 
This also means that regulators should consider the importance to society of having a 
report and working actively with CSR. This is especially important, as regulators are the 
ones who ought to be representing society and upholding its interests. Creating clear 
guidelines and regulations for this type of reporting could help companies report 
consistently and increase the credibility. This in turn might result in more trustworthy 
information and improved financial performance. Making regulations and guidelines is 
also an indication that society view these issues as important and that companies should 
consider them to increase their legitimacy. Thus, creating regulations can help 
companies understand its importance and give investor a greater incentive to pressure 
companies into working with sustainability. Ultimately, creating guidelines might 
improve the work companies do for society and how they choose to work with CSR - 
because all companies want to disclose positive results in their reports. 
 

6.2 Quality criteria 
Bryman & Bell discuss three areas that should be assessed in order to ensure the 
credibility of the research. The three areas that will be discussed are therefore; 
reliability, validity and generalizability. (Bryman & Bell, 2011, pp. 157-164) 
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6.2.1 Reliability 
Reliability is important as it provides the reader with an understanding of the 
measurement used in the research and thereby the ability to evaluate if the research is 
reliable. Reliability concerns the consistency of the measurement (Babbie, 2004, p. 141; 
Bryman & Bell, 2011, p. 158). The first thing to consider when reliability is discussed is 
stability. Both Bryman & Bell (2011) and Punch (1998) mention stability as a 
consistency over time, so that the same or similar results should be achieved if the same 
measurement is performed at a different point in time. Even though reliability is a way 
to ensure the trustworthiness of the research Babbie is careful to point out that reliability 
does not necessarily ensure accuracy (2004, p. 141). Since the data for our research is 
numerical and objectively gathered we argue that our study is stable and that it would be 
highly unlikely to find a different result by performing the exact same research but at a 
different time. When measuring the quantity of information disclosed in the 
sustainability report we do not use subjective measures to evaluate the quantity of 
information, therefore, the results should not differ if another person were to perform 
the same test nor if it was done at another time. Naturally, for this to be true, the 
measurements must be performed in the same way and on the same source of data. This 
also has to do with what Bryman & Bell (2011) refer to as replicability. This means that 
the procedure of the research should be explained in great detail for others to be able to 
perform the exact same study, and thereby test the research (Bryman & Bell, 2011, p. 
41). In this thesis we have thoroughly explained all the steps of the research process in 
detail and motivated the choices to increase the understanding of the decisions made 
and thereby ensure the replicability of this  
 

6.2.2 Validity 
Many authors agree that validity is one of the most important criterions of a research. 
Generally, validity has to do with whether or not a measurement truly measures what 
we think it does (Babbie, 2004, p. 143; Bryman & Bell, 2011, p. 159; Punch, 1998, p. 
100). Bryman & Bell also makes a distinction between the different aspects of validity 
and claim that the previous definition of validity is referred to as measurement validity 
(2011, p. 42). Internal validity has to do with causality, if a causal relationship between 
the dependent and independent variable is authentic and not produced by something 
else. External validity is concerned with the possibility of making generalization based 
on the study; it is also the reason why quantitative researchers are so keen to create 
representative samples (Bryman & Bell, 2011, p. 42). 
 
Babbie explains that even though validity ultimately can never be proven, the aspects of 
validity mentioned above can be used to assess the relative validity (2004, p. 143). 
Babbie includes some other aspects as well, such as face validity, which means that the 
quality of a certain indication makes it a reasonable choice of measurement (2004, p. 
143). The author also mentions a few different tests that can be performed in order to 
test the validity of the measurement. To ensure that the relationship is authentic and not 
caused by something else, we will perform statistical tests to measure multicollinearity 
and heteroscedasticity. We realize that there are several factors that can affect the 
relationship and that the causal relationship can be difficult to establish, which is why 
we chose to include control variables. The choice of variables and control variables was 
done by examining previous research and theories, through a deductive approach. 
 
To reduce the risk of having a low validity we will use control variables found in 
previous research (Blank et al., 2009; Sun, 2012). Additionally, we chose to use similar 
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variables from research by Hooks & Staden (2011) to explain the quantity of 
information. This means that the motivation for the chosen variables is justified. 
However, by using number of pages, words and characters to measure quantity we have 
face validation, meaning that these variables truly measure the quantity of information 
disclosed in the reports. By choosing multiple indicators such as; pages, words and 
characters to explain the quantity we are able to grasp the quantity in different ways. 
Similarly, we asked co-workers what measurements of financial performance they 
expected. Naturally, in this type of research there will inevitably be some validity issues 
because it is close to impossible to ensure that the quantity of the sustainability report is 
the only factor that affects the financial performance. A problem with validity is 
common in cross-sectional research as they aim to find a causal relationship between 
variables; this in turn makes it difficult to ensure the validity of the test (Bryman & 
Bell, 2011, p. 163) 
 

6.2.3 Generalizability 
Generalizability is a way to confirm external validity since it is concerned with the 
possibility to make generalizations of the results outside its original setting. In the 
quantitative research community the generalizability of a population is based on the 
number of the observation - the more the better. For our first research question we have 
251 observations, which is not considered a large quantity of data, but since it is almost 
the entire population it is enough for generalizations to be possible. Even if NASDAQ 
OMX Stockholm do not include all listed companies in Sweden they include the 
majority and therefore it can be assumed to be the whole population. For our second 
research question we only have 49 observations. Under normal circumstances 49 
observations can be considered too few to justify generalizations, however, since this is 
the entire population for the second research question, generalizations are possible. Our 
results can therefore be generalizable to similar populations, samples and markets.  
 
In our methodological part we argue that our study is positivistic and objectivistic with 
a deductive approach. Saunders et al. argue that these aspects jointly make it possible to 
make generalizations (2012, p. 140-144). In order to have a positivistic and objectivistic 
point of view it is important that the data can be observed and measured in a way that is 
free from subjective interpretations which means that it is value-free. Since we are 
measuring quantitative data that can be observed in the separate sustainability report 
and that the measurement of the quantity is performed by a computer program our data 
can be considered value free. Because we are objective and therefore independent from 
the result, the same results would be achieved if another person performed the same 
test, which is an important aspect of generalizability. 
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CHAPTER 7: Conclusion and further research 
This chapter will conclude the analysis from the previous chapter and clearly state the 
answers to the research questions. Then we will discuss how the purpose is fulfilled and 
the theoretical and practical contributions of our research. Finally, improvements and 
suggestions for further research are presented. 
 

7.1 Conclusion 
In the beginning of this research we explained that the purpose of this report was to 
investigate the relationship between the existence of a separate sustainability report and 
financial performance, and the relationship between the quantity of information in the 
report and the financial performance, more specifically the stock return and volatility. 
This was done by gathering data for the 251 companies listed on the NASDAQ OMX 
Stockholm on April 12th 2013. The sustainability reports were gathered for the fiscal 
year of 2011 and the financial data between 2012-04-01 and 2013-03-31. Furthermore, 
we segmented the population based on industry classification and market capitalization 
size in order to measure if it affected the quantity of information. To answer the 
research questions and subsequently fulfill the purposes we gathered statistical evidence 
through several multiple regression analyses. The answers to the research questions are 
stated below. 
 

7.1.1 Answer to Research Questions 
“Does the existence of a separate sustainability report affect the financial performance 
for companies on NASDAQ OMX Stockholm?” 
 
With the statistical evidence we are able to establish that there is no significant 
relationship between the existence of a separate sustainability report and stock return 
but that there is a significant and positive relationship between the existence of a 
separate sustainability report and stock volatility. 
 
“Does the quantity of information disclosed in the sustainability report affect the 
financial performance?” 
 
The multiple regression analysis indicated that the quantity of information disclosed in 
the sustainability report have a partial effect on the financial performance. The quantity 
of information does not have a significant effect on the stock return but, similarly to the 
first research question, it has a positive effect on stock volatility.  
 

7.1.2 Concluding Arguments 
There are several reasons for the lack of effect on stock return, the most compelling is 
that the reports do not provide any new or significant information to the market. We 
argue that this is caused by a lack of understanding regarding CSR terminology, a lack 
of knowledge of how to communicate efficiently and thereby also a failure to identify 
the target audience of the reports and formulate the information to fulfill their 
expectations. All this would cause the communication to fail, thus make the 
sustainability report irrelevant for formulating investment decisions.  
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The positive effect on volatility contradicts previous research and the logical reasoning 
of the theories presented. Increased information on the market should help improve 
forecasts and reduce uncertainty, all of which should reduce the volatility, unless 
investors consider CSR to involve risky activities. A failure to understand potential 
benefits would cause a revaluation of the stock and potentially a repositioning in the 
portfolio, which means more trading that could increase volatility. The increased trading 
could also be a result from the fact that CSR has grown in popularity over the last 
decades. As CSR is becoming more common it has been shown that companies that 
work effectively with CSR are more resilient towards shocks on the market, especially 
environmental and social shocks. With the recent turbulence on the market, investors 
could be looking for stocks that are resilient to these shocks in order to diversify their 
portfolios. The increased popularity of the stocks could then explain an increased 
trading and thus the greater volatility of the stock price. However, an increased 
popularity would reasonable push up the prices and thereby increase stock return, which 
does not seem to be the case.  
 
Our conclusion is therefore that the effects we observe could be explained by several 
factors; either the reports do not contain any new or relevant information, CSR is 
considered risky, or investors are trading these stocks more which cause the prices to 
fluctuate. The results also means that companies should re-evaluate their way of 
reporting, as creating a separate sustainability report will not provide any financial 
benefits. This in turn means that regulators should consider the implications of making 
the sustainability report mandatory or not.  
 

7.1.3 Theoretical and practical contribution 
By testing the quantity of information in the reports instead of the quality, and by using 
current financial information and different financial performance measures, we 
managed to fill a gap in the previous research. Additionally we have provided a 
different perspective to the discussion regarding CSR, specifically the “Doing well by 
doing good”-discussion, and increased the understanding and knowledge on the market. 
Testing how the quantity of information is affected by industry and market 
capitalization size increased the understanding further. All these factors provided 
financial analysts, investors and regulators with important information that can help 
them to make adequate investment decisions.  
 
Another contribution is that companies now have better knowledge and understanding 
to find cheaper, less time consuming and more efficient vehicles of communication. 
They should reconsider how they allocate and manage resources for CSR reporting, at 
least until further research has established the optimal form of reporting. It also provides 
regulators with an indicator whether the sustainability report should be made mandatory 
or not. Since there is no clear financial incentive for companies to produce a separate 
sustainability report, regulators might have to make clearer regulations regarding the 
disclosure to ensure that the information is provided and thereby also help companies 
communicate more efficiently. At least if they regard CSR activities and disclosure as 
an important part of the sustainable development of society. 
 

7.2 Suggestions for further research 
There are several suggestions we want to make for future/further research. Considering 
that many of our results were insignificant there are clearly improvements to be made to 
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our model. There are also many aspects that could be researched further, which would 
provide interesting information that would deepen the understanding on the market.  
 
One of the improvements that can be done to this model is to include more and/or other 
measurements for performance. Stock return includes many factors that are difficult to 
control in a regression, thus, ROA, ROE and/or cost of capital could prove more 
appropriate. ROA and ROE would be especially useful if the company’s profitability is 
to be measured. By choosing these measurements the researcher would have a better 
chance of isolating the effects although there will still be some issues. Indirectly, stock 
return describes how well a company is able to perform and create a positive return on 
their investments. However, the more accurate measurement would probably be ROA as 
it measures how well a company is able to turn their assets into profits. Measuring stock 
return instead provides a similar measurement, but as price is the basis of the calculation 
the researcher must take aspects affecting price into consideration. Perhaps more than 
one measurement of financial performance could have been included.  
 
Additionally, instead of using market capitalization size as an indication of company 
size, it could have been more appropriate to use turnover or number of employees, as 
was done in the research by Blank et al., (2009). Even though these measurements can 
be criticized as well, they might still provide a better estimation of company size. Blank 
et al., also explain the problem of measuring or including industry classification as a 
control variable, however, if included correctly it can provide a good source of 
explanation. One suggestion could be to make the classification simpler, thus have 
fewer classifications. Although, having fewer classifications might cause more and 
difficult biases.  
 
Other suggestions could be to include more control variables than was used in this 
model. One example would be the age of long-term assets described by Sun (2012). 
Perhaps it would also be useful to include risk measurement as a control variable rather 
than a dependent variable, or at least include it in the regression analysis. It could also 
be useful to include a control variable that describes important market effects; a 
macroeconomic effect. Although it can be difficult to find such a variable it could 
probably increase the significance of the model. 
 
Including macroeconomic factors in the model would be especially important if a 
researcher would extend the time horizon of this research. As CSR is often used as a 
way to improve brand image and reputation the effects could take some time before 
they can be measured in the return. Thus, increasing the time horizon and including 
several years in the research could be interesting. This could also be used to measure if 
a change in quantity of disclosure will affect the financial performance. If the time 
horizon is extended, the researcher could also examine the effect of initiating CSR 
reporting.  
 
In this research we chose to only examine the stand-alone sustainability report, 
however, many other vehicles of communication are used to spread the information to 
the market. Thus, performing the same or similar research but on other vehicles of 
communication could be suitable. It could also be interesting to include more vehicles, 
such as the annual report, the website and perhaps press releases. This would be 
especially interesting, as there seem to be a trend towards integrating the disclosure of 
CSR into the annual report. Since the information in the annual report should be 
considered equally, or even more credible, researching that vehicle of communication 
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could provide some interesting results. The development of communication can have 
made sustainability reports arbitrary.  
 
Another way to improve the model or develop it would be to perform a similar research 
but on a different market, either to compare or just to develop the existing research. 
Making this research and comparing two different markets could be interesting as 
different countries report and value CSR reporting differently. In such a case several 
vehicles of communication should probably be used to reduce bias.  
 
Considering that there seem to be some trouble for companies to report consistently and 
to understand what to report, examining whether companies understanding of CSR 
affect their quantity and willingness to work with CSR could be both interesting to the 
researching community as well as to the regulating bodies of that society. This would 
provide a clear indication if clearer guidelines and regulations for CSR reporting would 
be useful to increase companies incentive to start reporting and working with CSR. It 
could also help investors compare companies that are working actively with CSR and 
thus provide companies that are performing well on CSR with a favorable position and 
thereby increase their incentive for improving such activities. Thus, such research could 
be beneficial both for the company and for society.   
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APPENDIX 1: Companies listed on NASDAQ OMX 
Stockholm 
 

Companies  
AarhusKarlshamn 
ABB 
Acando 
ACAP Invest 
Active Biotech 
Addnode Group 
Addtech 
Aerocrine 
AF 
Alfa Laval 
Allenex 
Alliance Oil Company 
AllTele 
Anoto Group 
Arcam 
Arise Windpower 
Artimplant 
Aspiro 
ASSA ABLOY 
AstraZeneca 
Atlas Copco 
Atrium Ljungberg 
Autoliv 
Avanza Bank Holding 
Avega Group 
Axfood 
Axis 
B&B TOOLS 
BE Group 
Beijer Alma 
Beijer Electronics 
Bergs Timber 
Betsson 
Bilia 
BillerudKorsnäs 
BioGaia 
BioInvent International 
Biotage 
Björn Borg 
Black Earth Farming SDB 
BlackPearl Resources SDB 
Boliden 

Bong 
Boule Diagnostics 
BTS Group 
Bure Equity 
Byggmax Group 
Castellum 
Catena 
Cavotec 
CDON Group 
CellaVision 
Cision 
Clas Ohlson 
Cloetta 
Concentric 
Concordia Maritime 
Connecta 
Consilium 
Corem Propeperty Group 
CTT Systems 
Cybercom Group 
Dedicare 
DGC One 
Diamyd Medical 
Diös Fastigheter 
DORO 
Duni 
Duroc 
East Capital Explorer 
Elanders 
Electra Gruppen 
Electrolux 
Elekta 
Elos 
Endomines 
Enea 
Eniro 
EnQuest PLC 
EpiCept 
Ericsson 
Etrion 
eWork Scandinavia 
Fabege 

Fagerhult 
Fast Partner 
Fast. Balder 
Feelgood Svenska 
Fenix Outdoor 
Fingerprints Card 
FinnvedenBulten 
Formpipe Software 
Getinge 
Geveko 
Global Health Partner 
Gunnebo 
Hakon Invest 
Haldex 
Havsfrun Investment 
HEBA 
Hemtex 
Hennes & Mauritz 
Hexagon 
HEXPOL 
HiQ International 
HMS Networks 
Holmen 
Hufvudstaden 
Husqvarna 
Höganäs 
I.A.R Systems Group 
Image Systems 
Industrial & Financial Syst. 
Industrivärden 
Indutrade 
Intellecta 
Intrum Justitia 
Investor 
ITAB Shop Concept 
JM 
KABE 
KappAhl 
Karo Bio 
Karolinska Development 
Kinnevik 
Klövern 
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Know IT 
Kungsleden 
Lagercrantz Group 
Lammhults Design Group 
Latour B 
Lindab International 
Loomis 
Lundbergföretagen 
Lundin Mining Corporation 
SDB 
Lundin Petroleum 
Luxonen SDB 
Malmbergs Elektriska 
Meda 
Medivir 
Mekonomen 
Melker Schörling 
Micro Systemation 
Micronic MyData AB 
Midsona 
Midway 
Millicom 
Moberg Derma 
Modern Times Group 
MQ Holding 
MSC Konsult 
MulitQ International 
NAXS Nordic Access 
Buyout Fund 
NCC 
Nederman Holding 
Net Entertainment NE 
Net Insight 
NeuroVive 
New Wave 
NIBE Industrier 
Nobia 
Nolato 
Nordea Bank 
Nordic Mines 
Nordic Service Partn. 
Holdings 
Nordnet 
NOTE 
Novestra 

NOVOTEK 
Oasmia Pharmacetutical 
Odd Molly International 
OEM International 
Opcon 
Oresund 
Orexo 
Oriflame, SDB 
Ortivus 
PA Resources 
PartnerTech 
Peab 
Phonera 
Poolia 
Precise Biometrics 
Prevas 
Pricer 
Proact IT Group 
Probi 
Proffice 
Profilgruppen 
Ratos 
RaySearch Laboratories 
ReadSoft 
Rederi AB Transatlantic 
Rejlerkoncernen 
Rezidor Hotel Group 
RNB RETAIL AND 
BRANDS 
Rottneros 
Rörvik Timber 
SAAB 
Sagax 
Sandvik 
SAS 
SCA 
SCANIA 
SeamlessDistribution 
SEB 
SECTRA 
Securitias 
Semafo 
Semcon 
Sensys Traffic 

Shelton Petroleum 
Sigma 
SinterCast 
Skanska 
SKF 
Skistar 
Softronic 
SSAB 
StjärnaFyrkant AB 
Stora Enso 
Studsvik 
Sv. Handelsbanken 
SWECO 
Swedbank 
Svedbergs 
Swedish Match 
Swedish Orphan Biovitrum 
Swedol 
Svolder 
Systemair 
Tele2 
TeliaSonera 
Tieto Oyj 
Traction 
TradeDoubler 
Transcom WorldWide SDB 
Transmode Holding 
Trelleborg 
Trigon Agri 
Unibet Group 
Uniflex 
Wallenstam 
VBG GROUP 
Venue Retail Group 
Wihlborgs Fastigheter 
Vitec Software Group 
Vitrolife 
Volvo 
Vostok Nafta Investment, 
SDB 
XANO Industri 
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APPENDIX 2: Companies with a separate sustainability 
report 
Ranked from company with least amount of pages. 
 
Company  Pages Words Characters 
Swedbank  2 1588 8654 
Alfa Laval 3 1665 9089 
Swedish Orphan Biovitrum 7 3243 18170 
Björn Borg 8 3071 19441 
Fagerhult 10 4162 18206 
Fabege 15 7421 40712 
Addtech 16 4647 24725 
Alliance Oli Company 16 10114 42250 
Husqvarna  16 8148 47382 
Nordnet  17 4690 25508 
Clas Ohlson  19 11599 64886 
Axfood 20 10186 55178 
Meda  20 8665 48870 
Tele2  20 9617 51609 
Skanska  23 9880 54783 
MQ Holding 24 10655 57234 
Peab  26 11133 59586 
Transmode Holding 26 8891 48777 
Nolato  28 14116 79174 
SEB  28 17757 98238 
Semafo 28 10278 58407 
Studsvik 28 13581 75503 
Trelleborg  28 17009 96850 
RNB RETAIL AND BRANDS  31 13049 71439 
Axis 32 13664 73262 
Lundin Mining Corporation SDB 32 21060 118214 
NIBE Industrier  32 12278 67609 
Rezidor Hotel Group 34 15024 82124 
Sv. Handelsbanken  36 22915 121235 
HEXPOL  39 14132 81844 
Cybercom Group 40 13359 70975 
AarhusKarlshamn 44 20298 111004 
TeliaSonera 45 24845 144430 
Tieto Oyj 45 22923 128295 
Nordea Bank 46 20549 112294 
Electrolux  48 26846 153477 
Ericsson  48 23299 134703 
ABB 50 26035 143827 
SSAB  50 22438 120479 
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ASSA ABLOY  56 22015 121075 
Wihlborgs Fastigheter 56 21314 113242 
SAS 64 43830 238969 
Stora Enso  64 34919 185807 
SCA  78 38925 206939 
Swedish Match 86 36299 209600 
Hennes & Mauritz  89 23462 128223 
ÅF 93 30094 160923 
Volvo  101 46267 269296 
AstraZeneca 265 72905 408600 
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APPENDIX 3: Companies with a sustainability report 
Ranked from the lowest volatility to the highest. 
 

Company Return % Volatility 
RNB RETAIL AND BRANDS  -48,65 0,08 
SAS -5,42 1,18 
Cybercom Group -60,53 1,39 
Rezidor Hotel Group 0,87 1,41 
TeliaSonera -6,04 1,56 
Meda  -6,36 2,47 
MQ Holding -17,31 2,56 
Peab  -12,71 2,58 
Lundin Mining Corporation SDB 19,01 2,64 
Nordnet  6,33 2,68 
Ericsson  -7,66 3,03 
Husqvarna  18,40 3,09 
Björn Borg 7,26 3,35 
Wihlborgs Fastigheter 8,85 3,46 
Nordea Bank 14,79 3,54 
Stora Enso  4,39 3,71 
SEB  30,40 3,94 
Fabege 19,44 4,51 
Trelleborg  33,92 5,03 
Nolato  48,82 5,43 
Studsvik -9,23 5,76 
Transmode Holding 11,15 5,88 
NIBE Industrier  -8,31 6,01 
Volvo  14,14 6,20 
Swedish Orphan Biovitrum 127,33 6,21 
Addtech 18,47 6,78 
SSAB  -13,52 6,85 
Clas Ohlson  1,76 7,04 
Skanska  -7,33 7,34 
Semafo -51,22 8,61 
Axfood -4,93 8,72 
Alfa Laval 3,52 8,79 
Tieto Oyj 26,28 8,84 
Swedbank  38,50 9,20 
Tele2  -12,28 9,21 
AstraZeneca -2,98 9,49 
ABB 0,15 10,03 
SCA  36,50 10,67 
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ÅF 38,84 10,83 
Hennes & Mauritz  0,67 11,67 
Axis 25,00 11,75 
Alliance Oli Company -38,80 12,09 
Sv. Handelsbanken  22,55 12,65 
Electrolux  51,83 16,91 
ASSA ABLOY  39,60 17,46 
Fagerhult 4,40 17,62 
Swedish Match -10,90 20,69 
AarhusKarlshamn 40,82 22,61 
HEXPOL  70,05 33,70 
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APPENDIX 4: Scatterplots  
 
Exhibit 4.1: Scatterplot between Return and the different proxies for quantity of 
information in the separate sustainability report; Pages in the sustainability report, 
Number of words, Number of characters 
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Exhibit 4.2: Scatterplot between Volatility and the different proxies for quantity of 
information in the separate sustainability report; Pages in the sustainability report, 
Number of words, Number of characters 
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APPENDIX 5: Graphs  
Showing residuals and outliers 
 
Exhibit 5.1: Graph of Return and Pages in the sustainability report, with all observation 
labeled according to company name.  
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Exhibit 5.2: Graph of Return and Number of words, with all observation labeled 
according to company name.  
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Exhibit 5.3: Graph of Return and Number of characters, with all observation labeled 
according to company name.  
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Exhibit 5.4: Graph of Volatility and Pages in the sustainability report, with all 
observation labeled according to company name.  
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Exhibit 5.5: Graph of Volatility and Number of words, with all observation labeled 
according to company name.  
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Exhibit 5.6: Graph of Volatility and Number of characters, with all observation labeled 
according to company name.  
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Exhibit 5.7: Graph of Leverage and the squared residuals. 
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A point with high leverage is an observation that has an extreme value on a predictor 
variable. Leverage measures how far an independent variable deviates from its mean 
and if the leverage is high the observations can have a great effect on the estimate of 
regression coefficients. (UCLA) 
 
In this graph, Millicom, Arcam AstraZeneca and the points above that, have either high 
leverage or large residuals. All of which makes the OLS regression inappropriate.  
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APPENDIX 6: White tests for heteroscedasticity 
 
Exhibit 6.1: Test for heteroscedasticity for Return and Sustainability Report 

                                                   
               Total        39.62     49    0.8281
                                                   
            Kurtosis         2.63      1    0.1052
            Skewness        11.35     12    0.4990
  Heteroskedasticity        25.65     36    0.8999
                                                   
              Source         chi2     df      p
                                                   

Cameron & Trivedi's decomposition of IM-test

 
 
Exhibit 6.2: Test for heteroscedasticity for Volatility and Sustainability Report 
 

                                                   
               Total        23.92     49    0.9990
                                                   
            Kurtosis         2.44      1    0.1180
            Skewness         9.18     12    0.6872
  Heteroskedasticity        12.29     36    0.9999
                                                   
              Source         chi2     df      p
                                                   

Cameron & Trivedi's decomposition of IM-test

 
 
Exhibit 6.3: Test for heteroscedasticity for Return and Pages 
 

                                                   
               Total        39.27     50    0.8628
                                                   
            Kurtosis         2.63      1    0.1048
            Skewness        10.81     12    0.5453
  Heteroskedasticity        25.83     37    0.9160
                                                   
              Source         chi2     df      p
                                                   

Cameron & Trivedi's decomposition of IM-test
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Exhibit 6.4: Test for heteroscedasticity for Return and Words 

                                                   
               Total        39.32     51    0.8834
                                                   
            Kurtosis         2.63      1    0.1045
            Skewness        10.86     12    0.5409
  Heteroskedasticity        25.82     38    0.9337
                                                   
              Source         chi2     df      p
                                                   

Cameron & Trivedi's decomposition of IM-test

 
 
Exhibit 6.5: Test for heteroscedasticity for Return and Characters 
 

                                                   
               Total        39.30     51    0.8837
                                                   
            Kurtosis         2.63      1    0.1046
            Skewness        10.86     12    0.5413
  Heteroskedasticity        25.81     38    0.9338
                                                   
              Source         chi2     df      p
                                                   

Cameron & Trivedi's decomposition of IM-test

 
 
Exhibit 6.6: Test for heteroscedasticity for Volatility and Pages 
 

                                                   
               Total        23.97     50    0.9993
                                                   
            Kurtosis         2.48      1    0.1153
            Skewness         9.11     12    0.6938
  Heteroskedasticity        12.38     37    1.0000
                                                   
              Source         chi2     df      p
                                                   

Cameron & Trivedi's decomposition of IM-test

 
 
Exhibit 6.7: Test for heteroscedasticity for Volatility and Words 

                                                   
               Total        23.22     51    0.9997
                                                   
            Kurtosis         2.48      1    0.1152
            Skewness         9.12     12    0.6926
  Heteroskedasticity        11.62     38    1.0000
                                                   
              Source         chi2     df      p
                                                   

Cameron & Trivedi's decomposition of IM-test
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Exhibit 6.8: Test for heteroscedasticity for Volatility and Characters 

                                                   
               Total        23.22     51    0.9997
                                                   
            Kurtosis         2.48      1    0.1154
            Skewness         9.10     12    0.6940
  Heteroskedasticity        11.64     38    1.0000
                                                   
              Source         chi2     df      p
                                                   

Cameron & Trivedi's decomposition of IM-test
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APPENDIX 7: Multiple regression analyses 
 
Exhibit 7.1: Robust regression with Return as the dependent variable, and Sustainability 
report as the independent variables. All control variables are included. 

                                                                                      
               _cons    -12.24368   12.89124    -0.95   0.343    -37.63919    13.15182
          Dutilities    -2.966393   26.38478    -0.11   0.911    -54.94392    49.01114
               Dtele     18.10008   20.65803     0.88   0.382    -22.59585    58.79601
         Dtechnology     19.97223   13.66216     1.46   0.145    -6.941979    46.88644
        Dindustrials     22.95527   13.05251     1.76   0.080     -2.75793    48.66848
         Dhealthcare     17.39286   13.79856     1.26   0.209    -9.790048    44.57577
         Dfinancials     18.96227   13.43834     1.41   0.160    -7.511009    45.43555
          DCsservice     12.12142    14.1661     0.86   0.393    -15.78553    40.02837
             Dcgoods     26.26979    14.0123     1.87   0.062    -1.334189    53.87377
              Dbasic     16.31392   14.87539     1.10   0.274    -12.99032    45.61817
              Dsmall    -5.632208   5.427883    -1.04   0.300    -16.32504    5.060621
              Dlarge    -2.710935   6.001552    -0.45   0.652    -14.53388    9.112012
Sustainabilityreport     4.610639   5.468555     0.84   0.400    -6.162313    15.38359
                                                                                      
              return        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                                      

                                                       Prob > F      =  0.7113
                                                       F( 12,   238) =    0.74
Robust regression                                      Number of obs =     251

Biweight iteration 6:  maximum difference in weights = .00721512
Biweight iteration 5:  maximum difference in weights = .03531336
Biweight iteration 4:  maximum difference in weights = .239949
   Huber iteration 3:  maximum difference in weights = .04155752
   Huber iteration 2:  maximum difference in weights = .17878242
   Huber iteration 1:  maximum difference in weights = .87840595

. rreg return Sustainabilityreport Dlarge Dsmall Dbasic Dcgoods DCsservice Dfinancials Dhealthcare Dindustrials Dtechnology Dtele Dutilities

 
 
Exhibit 7.2: Robust regression with Volatility as the dependent variable, and 
Sustainability report as the independent variables. All control variables are included. 
 

                                                                                      
               _cons     4.384612   1.684607     2.60   0.010     1.065967    7.703258
          Dutilities    -1.526425   3.447922    -0.44   0.658    -8.318768    5.265919
               Dtele    -.1424824   2.699559    -0.05   0.958    -5.460564    5.175599
         Dtechnology     .7475633   1.785351     0.42   0.676    -2.769544    4.264671
        Dindustrials     1.146035   1.705682     0.67   0.502    -2.214127    4.506197
         Dhealthcare     .5785211   1.803174     0.32   0.749    -2.973699    4.130741
         Dfinancials     .7483494   1.756101     0.43   0.670    -2.711138    4.207837
          DCsservice     -1.32435   1.851204    -0.72   0.475    -4.971188    2.322487
             Dcgoods     .9610848   1.831106     0.52   0.600     -2.64616     4.56833
              Dbasic     .6957055   1.943893     0.36   0.721    -3.133729     4.52514
              Dsmall    -1.560525   .7093073    -2.20   0.029    -2.957847   -.1632027
              Dlarge     .1496607   .7842736     0.19   0.849    -1.395344    1.694665
Sustainabilityreport     2.484303   .7146223     3.48   0.001      1.07651    3.892095
                                                                                      
          volatility        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                                      

                                                       Prob > F      =  0.0068
                                                       F( 12,   238) =    2.37
Robust regression                                      Number of obs =     251

Biweight iteration 8:  maximum difference in weights = .00796368
Biweight iteration 7:  maximum difference in weights = .0129925
Biweight iteration 6:  maximum difference in weights = .06555968
Biweight iteration 5:  maximum difference in weights = .29379736
   Huber iteration 4:  maximum difference in weights = .03601281
   Huber iteration 3:  maximum difference in weights = .10293226
   Huber iteration 2:  maximum difference in weights = .29835019
   Huber iteration 1:  maximum difference in weights = .92048969
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Exhibit 7.3: Robust regression with Return as the dependent variable, and Pages in the 
sustainability report as the independent variables. All control variables are included. 
 

                                                                                     
              _cons    -11.87893   12.88992    -0.92   0.358    -37.27183    13.51397
         Dutilities    -3.460669   26.39814    -0.13   0.896    -55.46451    48.54317
              Dtele      18.6908   20.64419     0.91   0.366    -21.97787    59.35948
        Dtechnology      19.8458   13.67263     1.45   0.148    -7.089024    46.78061
       Dindustrials     23.04243   13.05466     1.77   0.079    -2.675021    48.75987
        Dhealthcare     17.11822   13.80822     1.24   0.216    -10.08372    44.32017
        Dfinancials     18.89074   13.44569     1.40   0.161    -7.597022    45.37851
         DCsservice     12.12543   14.16873     0.86   0.393    -15.78672    40.03757
            Dcgoods     26.07452   14.02191     1.86   0.064    -1.548397    53.69743
             Dbasic     16.00375   14.88057     1.08   0.283    -13.31069    45.31819
             Dsmall    -5.502682   5.431778    -1.01   0.312    -16.20318     5.19782
             Dlarge    -2.753448   5.996362    -0.46   0.647    -14.56617    9.059275
PagesSustainability     .0689156    .088884     0.78   0.439    -.1061842    .2440155
                                                                                     
             return        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                                     

                                                       Prob > F      =  0.7321
                                                       F( 12,   238) =    0.72
Robust regression                                      Number of obs =     251

Biweight iteration 7:  maximum difference in weights = .00555624
Biweight iteration 6:  maximum difference in weights = .03989679
Biweight iteration 5:  maximum difference in weights = .23937912
   Huber iteration 4:  maximum difference in weights = .01690648
   Huber iteration 3:  maximum difference in weights = .05851208
   Huber iteration 2:  maximum difference in weights = .15707741
   Huber iteration 1:  maximum difference in weights = .87929383

 
 
Exhibit 7.4: Robust regression with Return as the dependent variable, and Number of 
words as the independent variables. All control variables are included. 

                                                                               
        _cons    -11.68775   12.88312    -0.91   0.365    -37.06725    13.69175
   Dutilities    -3.498193   26.38752    -0.13   0.895    -55.48111    48.48473
        Dtele     16.45868   20.71542     0.79   0.428    -24.35032    57.26769
  Dtechnology     19.24409   13.67718     1.41   0.161    -7.699713    46.18789
 Dindustrials     22.41062   13.06104     1.72   0.087    -3.319395    48.14063
  Dhealthcare     16.78043    13.8062     1.22   0.225    -10.41752    43.97839
  Dfinancials     18.70402   13.43747     1.39   0.165    -7.767554    45.17559
   DCsservice     11.51101   14.17873     0.81   0.418    -16.42082    39.44284
      Dcgoods     25.81468    14.0176     1.84   0.067    -1.799742    53.42909
       Dbasic     15.96485   14.87285     1.07   0.284    -13.33438    45.26409
       Dsmall    -5.656339   5.429778    -1.04   0.299     -16.3529    5.040225
       Dlarge    -3.046812    5.99874    -0.51   0.612    -14.86422    8.770594
Numberofwords     .0002742   .0002326     1.18   0.240     -.000184    .0007324
                                                                               
       return        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                               

                                                       Prob > F      =  0.6648
                                                       F( 12,   238) =    0.79
Robust regression                                      Number of obs =     251

Biweight iteration 6:  maximum difference in weights = .00586581
Biweight iteration 5:  maximum difference in weights = .04050454
Biweight iteration 4:  maximum difference in weights = .23465491
   Huber iteration 3:  maximum difference in weights = .04680634
   Huber iteration 2:  maximum difference in weights = .1933857
   Huber iteration 1:  maximum difference in weights = .87984234
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Exhibit 7.5: Robust regression with Return as the dependent variable, and Number of 
characters as the independent variables. All control variables are included. 

                                                                                    
             _cons    -11.55759    12.8868    -0.90   0.371    -36.94435    13.82917
        Dutilities    -3.626725   26.39646    -0.14   0.891    -55.62726    48.37381
             Dtele     16.27187    20.7413     0.78   0.434    -24.58811    57.13185
       Dtechnology     19.14726   13.68498     1.40   0.163    -7.811908    46.10642
      Dindustrials     22.32491   13.07163     1.71   0.089    -3.425953    48.07578
       Dhealthcare     16.63213     13.814     1.20   0.230    -10.58118    43.84545
       Dfinancials     18.57535   13.44123     1.38   0.168     -7.90363    45.05432
        DCsservice     11.44671   14.18833     0.81   0.421    -16.50404    39.39745
           Dcgoods     25.69359   14.02371     1.83   0.068    -1.932854    53.32004
            Dbasic     15.83419   14.87711     1.06   0.288    -13.47343    45.14182
            Dsmall    -5.657966   5.431714    -1.04   0.299    -16.35834    5.042411
            Dlarge    -3.029554   6.000974    -0.50   0.614    -14.85136    8.792254
Numberofcharacters     .0000485   .0000419     1.16   0.248     -.000034     .000131
                                                                                    
            return        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                                    

                                                       Prob > F      =  0.6699
                                                       F( 12,   238) =    0.78
Robust regression                                      Number of obs =     251

Biweight iteration 6:  maximum difference in weights = .00551865
Biweight iteration 5:  maximum difference in weights = .03786834
Biweight iteration 4:  maximum difference in weights = .2344941
   Huber iteration 3:  maximum difference in weights = .04412101
   Huber iteration 2:  maximum difference in weights = .18956776
   Huber iteration 1:  maximum difference in weights = .88082047

 
 
Exhibit 7.6: Robust regression with Volatility as the dependent variable, and Pages in 
the sustainability report as the independent variables. All control variables are included. 

                                                                                     
              _cons     4.590591   1.689666     2.72   0.007     1.261979    7.919203
         Dutilities    -1.764098   3.460382    -0.51   0.611    -8.580987    5.052791
              Dtele    -.1216658    2.70613    -0.04   0.964    -5.452692     5.20936
        Dtechnology     .6401614   1.792267     0.36   0.721    -2.890572    4.170894
       Dindustrials      1.14882   1.711262     0.67   0.503    -2.222334    4.519975
        Dhealthcare     .4122408   1.810042     0.23   0.820    -3.153508    3.977989
        Dfinancials     .5574151    1.76252     0.32   0.752    -2.914716    4.029546
         DCsservice    -1.243075   1.857299    -0.67   0.504     -4.90192     2.41577
            Dcgoods     1.001055   1.838053     0.54   0.587    -2.619876    4.621987
             Dbasic     .5495421   1.950609     0.28   0.778    -3.293122    4.392206
             Dsmall     -1.52883    .712021    -2.15   0.033    -2.931498   -.1261619
             Dlarge     .2381455   .7860291     0.30   0.762    -1.310317    1.786608
PagesSustainability     .0336916   .0116513     2.89   0.004     .0107388    .0566445
                                                                                     
         volatility        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                                     

                                                       Prob > F      =  0.0247
                                                       F( 12,   238) =    2.00
Robust regression                                      Number of obs =     251

Biweight iteration 10:  maximum difference in weights = .00917954
Biweight iteration 9:  maximum difference in weights = .01971788
Biweight iteration 8:  maximum difference in weights = .05952473
Biweight iteration 7:  maximum difference in weights = .14111745
Biweight iteration 6:  maximum difference in weights = .216287
Biweight iteration 5:  maximum difference in weights = .29187462
   Huber iteration 4:  maximum difference in weights = .02931789
   Huber iteration 3:  maximum difference in weights = .07199446
   Huber iteration 2:  maximum difference in weights = .318897
   Huber iteration 1:  maximum difference in weights = .91962762
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Exhibit 7.7: Robust regression with Volatility as the dependent variable, and Number of 
words as the independent variables. All control variables are included. 
 

                                                                               
        _cons     4.598741   1.705014     2.70   0.007     1.239895    7.957588
   Dutilities    -1.779872   3.492252    -0.51   0.611    -8.659545      5.0998
        Dtele    -.3238624    2.74158    -0.12   0.906    -5.724724    5.076999
  Dtechnology     .5526052   1.810105     0.31   0.760    -3.013268    4.118479
 Dindustrials     1.153874   1.728562     0.67   0.505    -2.251361    4.559109
  Dhealthcare     .3577081   1.827179     0.20   0.845    -3.241801    3.957218
  Dfinancials     .5561559    1.77838     0.31   0.755    -2.947221    4.059532
   DCsservice    -1.149681   1.876482    -0.61   0.541    -4.846315    2.546953
      Dcgoods      .991827   1.855158     0.53   0.593    -2.662799    4.646453
       Dbasic     .5468869   1.968345     0.28   0.781    -3.330716     4.42449
       Dsmall    -1.521206   .7186033    -2.12   0.035    -2.936841   -.1055708
       Dlarge     .2024785   .7939024     0.26   0.799    -1.361494    1.766452
Numberofwords     .0000922   .0000308     2.99   0.003     .0000315    .0001528
                                                                               
   volatility        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                               

                                                       Prob > F      =  0.0244
                                                       F( 12,   238) =    2.01
Robust regression                                      Number of obs =     251

Biweight iteration 11:  maximum difference in weights = .00367883
Biweight iteration 10:  maximum difference in weights = .01109656
Biweight iteration 9:  maximum difference in weights = .04687813
Biweight iteration 8:  maximum difference in weights = .08648561
Biweight iteration 7:  maximum difference in weights = .29432591
   Huber iteration 6:  maximum difference in weights = .03138924
   Huber iteration 5:  maximum difference in weights = .06105274
   Huber iteration 4:  maximum difference in weights = .09259956
   Huber iteration 3:  maximum difference in weights = .0981776
   Huber iteration 2:  maximum difference in weights = .31226987
   Huber iteration 1:  maximum difference in weights = .91939717

 
Exhibit 7.8: Robust regression with Return as the dependent variable, and Number of 
characters as the independent variables. All control variables are included. 
 

                                                                                    
             _cons     4.632855   1.700275     2.72   0.007     1.283343    7.982366
        Dutilities    -1.817582   3.482731    -0.52   0.602    -8.678497    5.043334
             Dtele    -.3658509   2.736593    -0.13   0.894    -5.756889    5.025187
       Dtechnology     .5192442   1.805587     0.29   0.774     -3.03773    4.076218
      Dindustrials     1.115751   1.724662     0.65   0.518    -2.281801    4.513303
       Dhealthcare     .3023845   1.822609     0.17   0.868    -3.288122    3.892891
       Dfinancials     .5036259   1.773427     0.28   0.777    -2.989992    3.997244
        DCsservice    -1.188145   1.871998    -0.63   0.526    -4.875946    2.499657
           Dcgoods      .949421   1.850279     0.51   0.608    -2.695594    4.594436
            Dbasic     .4918544   1.962875     0.25   0.802    -3.374973    4.358682
            Dsmall     -1.51761   .7166566    -2.12   0.035    -2.929411   -.1058099
            Dlarge     .2175079   .7917644     0.27   0.784    -1.342253    1.777269
Numberofcharacters     .0000162   5.53e-06     2.93   0.004     5.28e-06    .0000271
                                                                                    
        volatility        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                                    

                                                       Prob > F      =  0.0268
                                                       F( 12,   238) =    1.98
Robust regression                                      Number of obs =     251

Biweight iteration 10:  maximum difference in weights = .00993374
Biweight iteration 9:  maximum difference in weights = .04205384
Biweight iteration 8:  maximum difference in weights = .08612364
Biweight iteration 7:  maximum difference in weights = .29696934
   Huber iteration 6:  maximum difference in weights = .04401921
   Huber iteration 5:  maximum difference in weights = .06534768
   Huber iteration 4:  maximum difference in weights = .10315143
   Huber iteration 3:  maximum difference in weights = .10521234
   Huber iteration 2:  maximum difference in weights = .31368755
   Huber iteration 1:  maximum difference in weights = .91958013
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Exhibit 7.9: Regression analysis with Pages in the sustainability report as the dependent 
variable, and the control variables as independent variables. 
 

                                                                              
       _cons     3.259688   9.378166     0.35   0.728    -15.21473    21.73411
  Dutilities    -3.186331   19.20993    -0.17   0.868    -41.02872    34.65606
       Dtele     16.42643   14.98602     1.10   0.274    -13.09513    45.94799
 Dtechnology     3.176011   9.948023     0.32   0.750    -16.42099    22.77301
Dindustrials     9.613389   9.480055     1.01   0.312    -9.061744    28.28852
 Dhealthcare     1.264845   10.04849     0.13   0.900    -18.53007    21.05976
 Dfinancials     -4.05557   9.781478    -0.41   0.679    -23.32449    15.21335
  DCsservice     11.43652   10.28461     1.11   0.267    -8.823542    31.69658
     Dcgoods    -.1615501   10.20433    -0.02   0.987    -20.26346    19.94036
      Dbasic    -3.846837   10.82635    -0.36   0.723     -25.1741    17.48043
      Dsmall    -.0733566    3.95293    -0.02   0.985    -7.860389    7.713676
      Dlarge     5.701127   4.348194     1.31   0.191    -2.864553    14.26681
                                                                              
PagesSusta~y        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                              

       Total    145254.287   250  581.017147           Root MSE      =  23.843
                                                       Adj R-squared =  0.0215
    Residual    135873.703   239  568.509216           R-squared     =  0.0646
       Model    9380.58425    11  852.780386           Prob > F      =  0.1320
                                                       F( 11,   239) =    1.50
      Source         SS       df       MS              Number of obs =     251

 
 
Exhibit 7.10. White test to test for heteroscedasticity after the regression in Exhibit 6.9 
was  
performed. 

                                                   
               Total        25.33     38    0.9426
                                                   
            Kurtosis         1.13      1    0.2872
            Skewness         7.83     11    0.7287
  Heteroskedasticity        16.37     26    0.9269
                                                   
              Source         chi2     df      p
                                                   

Cameron & Trivedi's decomposition of IM-test
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Exhibit 7.11: Regression analysis with Number of words as the dependent variable, and 
the control variables as independent variables 
 

                                                                              
       _cons     753.1599   3582.743     0.21   0.834    -6304.627    7810.947
  Dutilities    -767.1836   7338.774    -0.10   0.917    -15224.12    13689.76
       Dtele     9981.876   5725.115     1.74   0.083    -1296.254    21260.01
 Dtechnology     2513.461   3800.446     0.66   0.509    -4973.188    10000.11
Dindustrials     4345.477   3621.668     1.20   0.231     -2788.99    11479.94
 Dhealthcare      1338.27   3838.828     0.35   0.728    -6223.988    8900.527
 Dfinancials     -878.542   3736.821    -0.24   0.814    -8239.853    6482.769
  DCsservice     5201.307   3929.033     1.32   0.187     -2538.65    12941.26
     Dcgoods     663.2144   3898.364     0.17   0.865    -7016.326    8342.754
      Dbasic    -960.4411   4135.995    -0.23   0.817    -9108.102    7187.219
      Dsmall     14.02369   1510.139     0.01   0.993    -2960.859    2988.906
      Dlarge     2399.905   1661.142     1.44   0.150    -872.4443    5672.254
                                                                              
Numberofwo~s        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                              

       Total    2.1431e+10   250  85722165.1           Root MSE      =  9108.9
                                                       Adj R-squared =  0.0321
    Residual    1.9830e+10   239  82972298.6           R-squared     =  0.0747
       Model    1.6002e+09    11   145469265           Prob > F      =  0.0631
                                                       F( 11,   239) =    1.75
      Source         SS       df       MS              Number of obs =     251

 
 
Exhibit 7.12: White test to test for heteroscedasticity after the regression in Exhibit 6.11 
was performed. 
 

                                                   
               Total     -6093.89     38    1.0000
                                                   
            Kurtosis     -6127.15      1    1.0000
            Skewness        11.84     11    0.3757
  Heteroskedasticity        21.42     26    0.7201
                                                   
              Source         chi2     df      p
                                                   

Cameron & Trivedi's decomposition of IM-test

. imtest
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Exhibit 7.13: Regression analysis with Number of characters as the dependent variable, 
and the control variables as independent variables 
 

                                                                              
       _cons     2111.029   19901.42     0.11   0.916    -37093.56    41315.61
  Dutilities    -2363.117   40765.41    -0.06   0.954     -82668.5    77942.27
       Dtele     59265.04   31801.86     1.86   0.064    -3382.693    121912.8
 Dtechnology     15521.41   21110.71     0.74   0.463    -26065.41    57108.23
Dindustrials     25910.31   20117.64     1.29   0.199    -13720.22    65540.83
 Dhealthcare     10046.07   21323.91     0.47   0.638    -31960.74    52052.89
 Dfinancials    -2890.223   20757.29    -0.14   0.889    -43780.82    38000.37
  DCsservice     30144.23   21824.99     1.38   0.169    -12849.67    73138.14
     Dcgoods     5630.515   21654.62     0.26   0.795    -37027.78    48288.81
      Dbasic    -3346.621   22974.62    -0.15   0.884    -48605.23    41911.99
      Dsmall      252.088   8388.518     0.03   0.976    -16272.78    16776.96
      Dlarge     13358.26   9227.309     1.45   0.149    -4818.974     31535.5
                                                                              
Numberofch~s        Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
                                                                              

       Total    6.6118e+11   250  2.6447e+09           Root MSE      =   50598
                                                       Adj R-squared =  0.0320
    Residual    6.1188e+11   239  2.5602e+09           R-squared     =  0.0746
       Model    4.9296e+10    11  4.4815e+09           Prob > F      =  0.0636
                                                       F( 11,   239) =    1.75
      Source         SS       df       MS              Number of obs =     251

. reg Numberofcharacters Dlarge Dsmall Dbasic Dcgoods DCsservice Dfinancials Dhealthcare Dindustrials Dtechnology Dtele Dutilities

 
 
Exhibit 7.14. White test to test for heteroscedasticity after the regression in Exhibit 6.13 
was performed. 
 
 

                                                   
               Total    -1.71e+07     38    1.0000
                                                   
            Kurtosis    -1.71e+07      1    1.0000
            Skewness        11.51     11    0.4012
  Heteroskedasticity        20.90     26    0.7469
                                                   
              Source         chi2     df      p
                                                   

Cameron & Trivedi's decomposition of IM-test

 
 
 


