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Abstract 
Financial markets have many different key actors, but one of the most important ones are 
the financial analysts. They are considered as experts in gathering and disseminating the 
information that firms produce, to those that seek it, such as stock recommendations and 
reports on firms. Related to this is a growing interest in society toward disclosures in 
regards of CSR as well as ESG. There has been considerable discussion in academia of 
whether or not CSR can be considered to be value relevant. This is a question which relate 
to both institutional and legitimacy perspectives in terms of theory, but also discussions in 
regards to agency and stakeholder theory as well: 
 
Has value relevance of CSR disclosures increased in stock recommendations for the Nordic 
markets? 
 
Thereby, the main purpose of this thesis is to find out whether or not there has been a 
shifting view of CSR over time, which would be evidenced in an increasing legitimization 
of CSR in terms of an increasing value-relevance to financial analysts. This would also be 
related to a shifting institutional logic, whereby it would be possible to relate to a shift in 
the view of the firm and its role in society. This is both looked at purely from the starting 
point of the dataset to the end point, but also for two different periods of time, so as to test 
if there is a different view of the issue after the financial crisis. In addition to this main 
purpose, this thesis furthermore sets out to answer whether CSR is value-relevant or not in 
different subsegments, such as nations, industries and the different types of 
recommendations that exist.  
 
To answer the research question, an objectivist and positivist stance is taken, which 
subsequently leads the authors to utilize quantitative methods and statistical analysis to the 
data. Here, different panel models are fitted to the data to account effects that exist within 
it. To explain the findings, a theoretical framework is built upon three different levels: 
societal, firm and individual level. Here, on the societal level theories such as institutional 
theory as well as legitimacy theory are dealt with. On the firm level, agency theory and 
stakeholder theory as well as theoretical views of CSR forms the basis, and the individual 
level deals with theory related to the financial analyst.  
 
In looking at the results and the analysis, one cannot draw the conclusion that there has 
been a shifting view of the value-relevance of CSR. Financial analysts appear to not find it 
value-relevant in issuing their stock recommendations, except for two cases: namely in 
terms of the industrial sector Basic Materials and the Buy recommendations. In terms of 
Basic Materials, it appears to be value-relevant in a positive manner. In regards to the Buy 
recommendation, it appears to have a negative effect on the value-relevance. All in all, this 
thesis cannot find evidence for a value-relevance of CSR to financial analysts in the Nordic 
markets. Essentially, the view of it appears to be pessimistic.  
 
Keywords: CSR, ESG, value-relevance, stock recommendations, financial analysts, 
legitimacy theory, institutional theory, agency theory, stakeholder theory
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CHAPTER I. Introduction 
This chapter explores the background to the thesis, providing the reader with the basic 
understanding of the practical and theoretical aspects of corporate social responsibility 
and the view of the firm. In addition to that, a problematization relating to corporate social 
responsibility and stock recommendations is provided, which showcases the gap, leading to 
the research question that this thesis will answer. Lastly, the chapter ends with the 
delimitations of the thesis, a brief discussion about the ethical and societal considerations 
that are highlighted by the thesis subject, and a disposition of it to give the reader an 
overview of the thesis, as well as why the chapters are ordered as they are.  

1.1. Background 
“How selfish soever man may be supposed, there are 
evidently some principles in his nature, which interest him in 
the fortune of others, and render their happiness necessary to 
him, though he derives nothing from it except the pleasure of 
seeing it.” (Smith, 2010, p. 14) 
 

The notion of caring for one’s environment and the people within it is today an ever-
growing concern of both individuals as well as organizations. As emphasized by the above 
quote, coming from Adam Smith and The Theory of Moral Sentiments, written in 1759, 
this notion of caring for others is natural. These caring actions can take different forms, 
ranging from the image concerns that an individual has, to the socially responsible actions 
of a firm (Bénabou & Tirole, 2010, pp. 15-16). This relates to the business world of today, 
in which it is more important than ever to behave socially responsibly, and this can be seen 
from the increasing focus placed upon corporate social responsibility (CSR) by actors in 
civil society as well as within the financial industry (Bénabou & Tirole, 2010, p. 1). 
According to UN Global Compact, after the financial crisis, 93% percent of the CEOs 
among 766 respondents think CSR will be an important or very important factor for their 
future success (UN Global Compact, 2010, p. 16). As such, today there is a growing 
concern and focus toward a more sustainable business world. 

1.1.1. Theoretical Point of Departure  
The relationship between corporations and society, in the terms of a social contract, forms 
the foundation for legitimacy theory (Magness, 2006, p. 541). This relationship is 
fundamental to a firm's existence, and naturally needs to be nurtured with care. Values and 
views of norms within society change over time, and this in turn leads to pressures on 
organizations to adhere to the ones prevailing at the moment (Dowling & Pfeffer, 1975, p. 
125). Furthermore, competition can also lead to pressures to conform to certain values, as 
different organizations compete with each other to survive, and thereby become legitimate 
(Dowling & Pfeffer, 1975, p. 125). This competition between organizations can, with the 
help of market mechanisms, be dealt with from a consumer standpoint, whereby the 
consumer will either pick the organization that offers the best solution for them, or simply 
the one that adheres best to norms and values currently in trend (Dowling & Pfeffer, 1975, 
p. 126). In as such, it is possible to look at this situation from the view where society is the 
decider of what is to be considered legitimate or not (Deegan, 2002, p. 292). Several 
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articles have looked at CSR through the lens of legitimacy theory. To mention a few, 
Chauvey et al. (2015, pp. 800-801), who found that CSR reports in France were generally 
used to legitimize the firms, and that the quality of them generally was poor. Similarly, 
Michelon et al. (2015, p. 73) note that quality is often lacking in these reports, and that 
there is what they call a symbolic value to the actual reporting. In summation then, 
legitimacy theory provides a theoretical viewpoint from which it is possible to see whether 
firms adhere to current trends within society, as such may be necessary to be legitimized, 
and subsequently gain the right to existence. To further look at this issue more in depth, it is 
also necessary to look at how certain institutional logics are disseminated within society.   
 
In understanding the connection to institutional theory, one has to understand the meaning 
of institutional logic. As defined by Thornton and Ocasio (1999, p. 804), it relates to both 
informal as well as formal rules existing within society that ultimately affect the way an 
organization or an individual will act in relation to prevailing values within society. 
Brammer et al. (2012, p. 10) argue that evidence for the institutionalization of corporate 
social responsibility can be found simply by looking at how the concept has spread and 
become prominent within the business world. In many ways, there has been a growing 
movement according to Brammer et al. (2012, p. 15) towards the institutionalization of 
corporate social responsibility through transnational organizations, such as the UN Global 
Compact. To note here is that neo-institutional theory spotlights groups of organizations 
rather than sole individuals within said groups in contrast to the traditional view of 
institutional theory (Greenwood & Hinings, 1996, p. 1026:1041). As such, the theory plays 
a role in understanding the growth of the usage of corporate social responsibility. It can 
help to provide an understanding of why the phenomenon has spread, and give fruitful 
grounds for discussion of why this has occurred.  

1.1.2. Corporate Social Responsibility & Financial Markets 
One large actor that is working towards a more responsible financial world is the 
organization Principles for Responsible Investment (PRI), with the main goal to provide the 
world with a more sustainable and responsible financial system (PRI, n.d. a). This is done 
by propagating for what is called the six principles, whereby ESG related issues are key 
(PRI, n.d. b). In the corporate world, there has also been a driving focus towards reporting 
on issues relating to sustainability. UN Global Compact is also a large actor in terms of 
this, having constituted its own ten principles that relate to human rights, labor, 
environment and corruption, which are argued to be principles that firms can live by to be 
responsible towards their environment (UN Global Compact, n.d.).  There is also the 
Global Reporting Initiative (GRI), which as the creator of standards for reporting on 
sustainability, is one of the drivers behind this (GRI, n.d.). The GRI standards are not 
focused on highlighting the performance of a firm in relation to its CSR conduct, but to 
specify what and how the firms should report on these issues (Vigneau et al., 2015, p. 472). 
As of 2015, 92% of the G250 firms were reporting on issues relating to corporate 
responsibilities (KPMG, 2015, p. 30). Evidence has been found, on a global basis, for the 
fact that these types of disclosures matter to the investor, especially the aggregated ones 
that show how the firm scores on the different pillars of environmental, social and 
governance (ESG), as well as the total aggregated score of ESG (Eccles et al., 2011, p. 
118). Thereby, as stated in the beginning of the previous paragraph, that there is today 
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evidence for a stronger emphasis on these matters. Subsequently, the issue is of high 
interest of study then in relation to the financial markets, and how they react toward this 
development.   

  
Finding out whether or not there is a link between corporate social responsibility and 
financial performance is something that has been the focus of many researchers for a very 
long time (Crifo & Forget, 2015, p. 112; Friede et al., 2015, p. 211). In an article in the 
New York Times Magazine, Milton Friedman (1970) famously argued that firms should 
not be using the wealth of their firms to pursue some social goal, as this would mean that 
they were diminishing the returns of its shareholders by the use of what would be 
essentially seen as their money. In economics the idea has traditionally been that the 
shareholder-value approach is the prevailing focus of control of firms, whereby the idea is 
that the shareholders main goal is to maximize their profits, while the stakeholders of the 
firm are guarded against poor behavior from the management of the firm by contractual 
agreements and regulation stemming from the state (Bénabou & Tirole, 2010, p. 1). 
Ioannou and Serafeim (2015, p. 1056) relate this to the agency theoretical perspective. 
Therefore, when a firm embraces CSR, it will forfeit some of the profit it makes to act in a 
way that is considered to be socially responsible (Bénabou & Tirole, 2010, p. 1) As such, 
from this viewpoint, the notion of being responsible to society should be left to the 
shareholders of the firm (Fatemi et al., 2015, p. 182).  
 
On the opposite side of this argument is stakeholder theory, which has been used to 
describe and steer the activities of a corporation, it defines corporation as an entity within 
which stakeholders are the members who work to achieve their objectives from an 
institutional and individual perspective, which may not align with each other (Donaldson & 
Preston, 1995, p. 70). As such, the firm has to ensure that their relationships with these 
stakeholders are good, so as to alleviate potential issues where these actors use their 
influence to put pressure on the firm (Russo & Perrini, 2010, p. 209). Jensen (2002, p. 241) 
argued that that the logic behind stakeholder theory is fully in line with the view of classical 
economics, but that it lacks an ultimate objective goal like profit maximization. Stakeholder 
theory is seen as a theory that does not provide the managers with a clear cut goal that 
could be easily assessed in terms of its performance, ultimately making it hard for the 
shareholders to evaluate the leadership of the firm, and thereby increasing its costs (Jensen, 
2002, p. 242). This stakeholder view, however, points the firm in a direction in which other 
stakeholders than the shareholders of the firm matter, where CSR is a key component in 
managing these relations (Fatemi et al., 2015, p. 182).   
 
This begs the question then, is there a link between CSR and corporate financial 
performance (CFP)? There are numerous studies on the case, among which the latest ones 
are of most interest. Friede et al. (2015, pp. 210-212) studied the field, and concluded after 
having analyzed 2200 different studies on the issue from the early 1970s to today, that there 
is a positive connection between CSR and CFP. This was also noted by Martínez-Ferrero 
and Frías-Aceituno (2015, p. 21), but that the also there were differences between contexts 
due to the different types of governance systems. In relation to different regions, the effect 
of CSR on the financial performance is stronger in the North American region than in 
Europe as well as Asia and Australia; and similarly the environmental and governance 
aspect of ESG appear to be having a marginally stronger effect on financial performance 
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than the social aspect, but overall they do not have a strong impact on it (Friede et al. 2015, 
p. 226). Fatemi et al. (2015, p. 190) points to further positive sides of CSR, while 
highlighting that it is a cost, but one that if seen from a long-term perspective provides 
considerable benefits to the firm in regards to risk, acquisition of capital, and general 
performance. Thereby, as evidenced by recent academic findings, there are positive sides to 
the concept of CSR for firms, but it is also a cost that is incurred when they adhere to such 
a strategy. One could therefore argue that there is an interest in finding out exactly how this 
impacts actors on the financial markets, and how they view CSR.  

1.1.3. Corporate Social Responsibility & The Role of Financial Analysts 
“Sell-side financial analysts are of significant interest to academic researchers because of 
their prominent role in analyzing, interpreting, and disseminating information to capital 
market participants.” (Brown et al., 2015, p. 2). As such, it is evident that they are in one 
sense geared toward society at large. For example, Ivković and Jeegadesh (2004, p. 434) 
who note their importance in understanding the reports that firms produce, both in terms of 
financial information, as well as non-financial information. Therefore their role is of 
interest, as stated, to both academics but also to those that are more practically interested in 
the subject. Specifically, in regards to their recommendations, analysts are argued to play a 
key role as they are capable of interpreting information that relates to social performance, 
and from there including them in their reports and recommendations (Lou et al. 2015, p. 
133). As such, analysts play a very important role in understanding the social performance 
of a firm. Generally however, one could ask as well what matters in regards to CSR. Fiesler 
(2011, p. 142) noted that there most often is a focus on function where they see the issue 
through the lens of shareholder value, whereby it is critical to nurture relationships with 
important stakeholders, which can be related to the viewpoint of the enlightened 
stakeholder model. As such, it is evident that analysts are key and are therefore also actors 
that are of interest to study.  
 
This can be taken further to highlight another intriguing development on the financial 
markets. In connection to the above mentioned stakeholder and agency theoretical 
viewpoints, Ioannou and Serafeim (2015, p. 1071) highlight a change in the view of CSR 
and its value from the standpoint of the financial analyst over time, whereby it grew more 
and more valuable over the 15 years that were studied. There are also several studies that 
notion that financial analysts look at several different aspects of nonfinancial information. 
Brown et al. (2015, p. 3) show this, whereby it is seen that the private communication that 
analysts have with the firms that they study and issue recommendations on are the most 
valuable to them in their research. Eccles et al. (2011, p. 113) note as well that analysts are 
highly interested in data related to CSR. This makes sense in the light of the findings of 
Dhaliwal et al. (2012, pp. 752-752), who show that analysts generally produce better and 
more accurate forecasts when utilizing nonfinancial information such as CSR reports.  
 
It appears, as evidenced from articles and trends in society, that over time there has been a 
significant change of view about corporate social responsibility. It has gone from being 
rather pessimistic and viewed as mostly a cost, to becoming something that can be 
considered to be a cost but one with considerable benefits for a firm. This is similar to the 
changing view of stock repurchase plans that is documented by Zajac and Westphal (2004, 
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p. 449) in regards to institutional logic. As such, it appears if the view of corporate social 
responsibility may have become more legitimate in the eyes of actors in business and 
economics, and as seen from the above studies the financial analysts are considered to be 
key actors in helping ordinary investors understanding the value of corporate social 
responsibility. This is highlighted by Ioannou and Serafeim (2015, p. 1071) in connection 
to CSR. As such, they and their investment recommendations are of high theoretical 
interest in the study of whether or not corporate social responsibility has become more 
legitimate over time.  

1.2. Problematization 
The introduction points to the fact that there appears to exist a link between CSR and the 
financial performance of firms that are highly rated at CSR-related metrics. In extension, 
there does therefore appear to exist a case for the usage of CSR as a corporate strategy. This 
can be seen from the views of the analysts, but also from the movement over time, whereby 
it looks as if there has been a changing attitude to the issue, based around a weakening view 
of the traditional role of the firm to a view where social responsibility matters more to 
stakeholders. As such, it is possible to posit that there has been a gradual change in the 
attitude towards CSR, whereby over time the way it is viewed by actors on the financial 
markets have changed. This is subsequently an issue, which is highly interesting from a 
theoretical perspective from the point of view of legitimacy theory and institutional theory, 
but also in understanding the prevailing attitude towards corporate social responsibility, and 
the discussion in relation to the view of the firm.  
 
The shift in the political leadership of the European Union in 2004 altered the way the 
union viewed the issue, leading to a self-regulating approach over a co-regulative one 
(Steurer, 2015, p. 242). One of the latest developments within the European Union is the 
Enterprise 2020 initiative, which was launched in 2010 (CSR Europe, n.d.). This relates to 
the strategic growth goal that the European Commission set forth for 2020, whereby 
sustainability is key (European Commission, 2010, p. 2). Even so, corporate social 
responsibility is not an old concept on the European continent, and within the European 
Union it is only Great Britain that has a long history of the concept (Steurer, 2015, p. 242). 
According to the Country Sustainability Ranking of 2015 by RobecoSAM, which is done 
by considering ESG factors, Sweden is ranked in first place, and two other Nordic 
countries, Norway and Denmark are among the top 10 sustainable countries (RobecoSAM, 
2015, p. 10). It is an indicator that Nordic countries are doing well in terms of sustainable 
practice. In general, despite the change in attitude from the political leadership towards 
regulation, European nations are considered to be leaders in corporate social responsibility 
(Steurer, 2015, p. 242).  
 
As such, it is of interest to see how this impacts the professional actors on the financial 
market. By focusing on this in relation to analysts, it is of high interest to find out whether 
such a change, as evidenced in other countries from the articles above, can be spotted in the 
Nordic area as well, and whether or not CSR has become more legitimate and value-
relevant in the eyes of analysts. While focusing on the whole of Europe would be of 
interest, that implies many different societal contexts, and therefore the focus will be on the 
Nordic nations instead. Analysts appear to play a vital role in this relation, as a type of 
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interpreter of CSR information, and therefore there is potential for a theoretical contribution 
in understanding whether their views have changed over time in regards to CSR and stock 
recommendations. As such, it is of further importance to investigate this link. Furthermore, 
it can from a societal point of view be of interest to explore whether or not such a change in 
view exists, as this would truly highlight whether or not there has been a change in norms 
and values, which could later then be considered to be interesting avenues for future 
research.  
 
To the authors’ knowledge, there is no academic research focusing on this subject in the 
intended geographical area. Ioannou and Serafeim (2015, p. 1076) point to this, 
highlighting that for future research it is of interest to explore other geographical segments, 
such as Sweden. By conducting such a study, one could gain insight into the role of the 
analyst in the Nordic area, as well as if the same phenomena as seen by Ioannou and 
Serafeim (2015, p. 1071) can be spotted here as well in connection with CSR. In addition to 
this, there is a growing literature in relation to the connection between the financial analyst 
and CSR, and the intention is to further this by contributing to the literature in several 
ways, for example by looking at whether or not differences exist between nations, 
industries, the different types of stock recommendations, and over two periods of time. In 
the next section, the research question is elaborated upon.  

1.3. Research Question 
As given by the previous discussion and elaboration on current issues relating to CSR, one 
can see that there is a research gap in regards to how analysts are linked to the issue and 
how they perceive it. The question is therefore whether or not the value relevance of CSR 
has increased in relation to stock recommendations in the Nordic markets. To note is that 
the thesis does not study the financial analysts as individuals in themselves, but the data 
that they produce: namely their stock recommendations. Furthermore, to highlight here is 
that the intention is to study whether CSR is value-relevant or not, and to do so one has to 
find an empirical side to look at it from. In this case, CSR disclosures take that role, and 
therefore is included in the research question to facilitate testing. 
 
Has value relevance of CSR disclosures increased in stock recommendations for the Nordic 
markets? 
 
To fully answer this question, it is necessary to define what is meant by value relevance, 
and this issue will be further elaborated on in the theoretical framework. Some discussion 
of it has been provided in the introduction, but it needs further attention to give a fuller 
picture of the issue at hand.  

1.4. Research Purpose  
With this study, the intention is to explore the institutional logic of financial markets and its 
relation to corporate social responsibility in the Nordic area over a 10-year period, as well 
as to gain insight into the connection between corporate social responsibility and analysts’ 
recommendations. The goal is to examine whether or not there has been a change in regards 
to how analysts evaluate firms that focus heavily on corporate social responsibility, and 



 7 

whether or not this has over time become more important, in the eyes of analysts, for the 
firms to focus on these issues. By doing so, this thesis will be exploring whether or not the 
legitimacy of corporate social responsibility has increased or not, whether it has become 
institutionalized, and whether there has been a gradual movement away from an agency 
model to a stakeholder model. Additionally, the study will look at the issue from the point 
of view of two 4-year periods, to ascertain whether or not there has been acceleration 
towards a changing institutional logic after the financial crisis. By doing so, this thesis will 
be exploring whether or not the legitimacy of corporate social responsibility has increased. 
 
Ultimately, the intention is to ascertain whether or not there has been a change in the views 
of the analysts providing stock recommendations related to CSR. The study is done in the 
Nordic area partially because such a study has, to the knowledge of the authors of this 
thesis, not been conducted in this geographical setting before on this subject. Furthermore, 
a trend relating to sustainability issues have been identified by the authors in their education 
over the last few years, as they have learned a great deal about sustainability issues, which 
this subject relates to. Thereby, the authors see the possibility and importance of extending 
prior research to this new setting.  
 
Furthermore, this setting is different compared to other settings in cultural ways, but also in 
the form of economic model that is prevalent within the Nordic society. Thereby, by 
looking at it from that point of view, it is possible then to contrast this with what has been 
found in similar studies, in different societal and economical settings. In doing so, this 
study is intended to shed light on both sociological issues, such as the institutionalization of 
the concept of corporate social responsibility, but also specifically a connection to the 
financial markets via the financial analysts and whether or not corporate social 
responsibility is value-relevant to them.  

1.5. Theoretical Contribution 
In regards to the theoretical contribution, this thesis will first and foremost further the 
existing literature on the linkage between corporate social responsibility and analysts stock 
recommendations. The thesis will also delve deeper into the issue, with the intention to 
explore whether there are differences in regards to this between the different 
recommendations, between nations, industries, and whether there exists differences 
between the different time periods that will be examined.  
 
This will (1) provide knowledge about whether there over time has been an acceleration in 
the importance of corporate social responsibility when analyst issue their stock 
recommendations; (2) whether there are differences between nations, which could provide a 
fruitful discussion to policymakers on the efficacy of promoting corporate social 
responsibility; (3) whether there are differences between industries, which could highlight 
that analysts have different views of the importance of corporate social responsibility in 
specific industries; (4) provide knowledge about whether or not corporate social 
responsibility matters more in the different types of recommendations. In addition to this, 
the thesis will extend the literature on financial analysts, by providing a connection to 
institutional theory and legitimacy theory.  
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1.6. Delimitations 
To end the introductory chapter, this section highlights the limitations of the study. As 
stated, the intention is to explore whether or not there has been a change in view of the 
legitimacy of CSR in analysts stock recommendations, both in aggregate as well as on a 
segmented scale. Furthermore, the intention is also to look at whether or not the value-
relevance differs in different types of segments, which have been mentioned above. Thus, 
the thesis will not explore actual reasons behind potential changes, nor will it examine 
analysts’ views of corporate social responsibilities through, for example, survey methods. 
Therefore the sole objective of this study is to look at this issue over a 10-year time period, 
so as to ascertain whether or not there has been a change in attitude to CSR within the 
analyst community. Because of data issues, specifically the lack of data, it will also not be 
possible to look at how the view of the value-relevance of CSR has changed within 
industries or nations over time.  

1.7. Ethical & Social Considerations 
As has been mentioned, it has been hard to not notice the growing trend surrounding 
sustainability issues. Thereby, it is possible to frame the importance of this study from 
several social and ethical standpoints. As has been shown from history, the concept of CSR 
has been traditionally viewed as a cost with little value for the shareholders. However, these 
days it is increasingly evident that this is not necessarily the truth. It is still a cost, but it has 
also been evidenced to provide value to the firm, and subsequently in turn also to the 
shareholders.  
 
Shiller (2013, p. 1) relate finance and the concept of the good society, which is a well-used 
concept which relate to a world that we all want to live in, one where we are all respected 
as well as appreciated by others. The subject of this thesis definitely pertains to this, and 
that is worthwhile to recognize and ponder about. As such, this thesis can provide potential 
discussion points relating to the issues of how finance can work towards achieving the good 
society, and discussions about how finance relates to CSR.  
 
By studying this issue it is possible to ascertain whether a change or not has occurred, and 
that is likely to provide interesting venues of study for others as well, whereby it is possible 
to go even more in depth to understand how and why such a concept has or has not been 
widely disseminated into a key concept. This is likely also of high interest to policymakers 
that aspire to promote certain practices, which they can thereof utilize the results of a thesis 
like this into critically thinking about their policies, and how they can be improved or 
changed. Shiller (2013, p. 6) notes that finance can ultimately be viewed as a means of the 
achievement of a wide variety of goals. As such, the subject has a broad interest, and one 
can therefore frame that the dissemination and view of CSR is of very high interest both 
academically as well as to other stakeholders that relate to finance.  
 
From a societal standpoint this is therefore important to study, but also through an ethical 
standpoint. It can shed light on a key actor on the financial markets, which therefore 
furthers the link in understanding what they find value-relevant. This can then, as 
mentioned in the above paragraph, lead to further discussions in society of the values that 
we live by and how they affect the world at large. This is evidently something that is being 
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considered in the financial sector, as can be seen from the mentioned efforts made by PRI 
and UN Global Compact. These types of discussion are therefore of high value to society.  

1.8. Disposition 
Chapter I: Introduction 
In the introductory chapter, the background of the thesis subject is explained and 
disseminated into a research question and purpose. Delimitations are argued for as well. 
Overall, the introductory chapter acts as the skeleton of the whole thesis and shows 
justifications in relation to the purpose of the thesis, but also intended theoretical as well as 
practical contributions of it. The chapter ends with a small discussion of the issue relating 
to ethical and social considerations. 
 
Chapter II: Methodology 
In the methodological chapter, the authors discuss the relevant philosophical issues, such as 
epistemological, and ontological considerations, pertaining to the study. Choices are made 
in line with the chosen research question so as to be able to answer it fully. Furthermore, in 
this chapter the research approach is elaborated on, and the reasoning for why it is chosen. 
Lastly, the chapter concludes with a discussion on ethical and social matters relating to 
research, criticism of literature, and a last summary of the whole chapter in graphical form. 
This chapter comes second, as it frames the scientific side of the thesis, and therefore must 
come before the collection of theory, empirical methods, and so forth.  
 
Chapter III: Theoretical Framework 
Chapter three is the theoretical framework, which comes naturally after the scientific 
philosophy in the previous chapter that frames how the thesis is designed and carried out. In 
this chapter, the authors elaborate on the chosen theories to answer the research question. 
The chosen theories are institutional theory, legitimacy theory, agency theory, stakeholder 
theory, and enlightened stakeholder theory. Furthermore, the concept of corporate social 
responsibility is covered extensively in the light of these theories. Additionally, issues 
relating to analysts are covered in depth, as these play an integral role in the research.  
Here, the authors cover the relevant theoretical aspects that are necessary to understand and 
interpret the results, as well as to answer the research question. Lastly, the authors finish up 
the chapter by bringing the theories together into a model from which analysis can be made. 
 
Chapter IV: Empirical Method 
The method chapter deals with the practical aspects relating to the empirical side of the 
thesis, and is naturally connected to the theoretical framework as it builds on what has been 
found in previous research. Thereby, the authors go through the statistical techniques used, 
the data collection process, the data itself, and lastly the operationalization of the theory 
into a testable model. As such, this chapter builds upon all the previous ones, and prepares 
for the findings chapter.  
 
Chapter V: Results 
The findings chapter follows the empirical methods developed in the previous chapter, and 
subsequently examines the issue at hand with the statistical tools that have been explained 
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and argued for previously. In summation, this chapter shows the results, and answers the 
stated hypotheses.  
 
Chapter VI: Analysis 
The analysis follows the findings and connects the results together with theory. As such, 
the results are interpreted through the theoretical framework laid down by the authors.  
 
Chapter VII: Conclusions 
In the conclusions, the authors finish up the thesis by discussion and interpreting the overall 
findings as well as an elaboration on what has been found in regards to theoretical as well 
as practical contributions. Lastly, further research is suggested, and social as well as ethical 
implications of the results are elaborated on.  
 
Chapter VIII: Quality Criteria 
In this last chapter, the quality of the thesis is scrutinized over different levels, ranging from 
the generalizability of what has been found to the reliability of the findings themselves. As 
such, the authors end by being showing potential limitations that can be looked on by future 
research.  
 
Appendix 
Contains supplemental information to support the empirical side of the thesis. Here, for 
example, the full tables for the results are placed, plus details relating to sample and the 
data, and so forth.   
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CHAPTER II. Research Methodology 
This chapter explores the different methodological choices made by the authors, and why 
they were made. It goes from the epistemological to ontological issues, and then to 
approach, design and strategic considerations. For this thesis, a positivist and objectivist 
viewpoint was adopted, which as a consequence also led to the adoption of a quantitative 
approach to the issue. The thesis is longitudinal, and employs statistical methods to look at 
the issue. The chapter finishes with a discussion relating to ethical and social issues that 
relate to the chosen philosophical standpoints and the thesis itself, whereby issues relating 
to data collection are considered, but also research ethics in general and what is key to 
consider when conducting research, as well as criticism towards the chosen literature. To 
facilitate the reader, a graphical model of the methodology chapter is included in the end 
of the chapter.  

2.1. Choice of Topic & Preconceptions 
When considering the topic of the thesis, the authors have been influenced by the content of 
the courses of their major in finance and minor in accounting, as well as by the current 
trend of sustainability issues surrounding business world. Subsequently, the authors quickly 
came to be interested in the ethical side of financial matters, and therefore corporate social 
responsibility in relation to financial markets came to be the overarching subject of interest. 
Apart from that, the authors have read widely and seen that the growing awareness of 
sustainability issues is becoming a key factor in the strategies of firms. This in itself can be 
seen from the importance that is now played on ratings in regards to CSR and ESG 
measures and disclosures.  
 
As such, when reviewing the current literature, the authors spotted an interesting relation 
between ordinary investors and financial analysts that offer stock recommendations to the 
general public. Analysts appeared to be key to the understanding of CSR measures to the 
ordinary investor, and therefore the authors’ eyes were drawn to the issue of a changing 
view over time in regards to CSR. The subject is in itself, to the knowledge of the authors, 
not widely covered. Articles exist that focus on the US markets, but few look at the 
European or the Nordic market. Therefore there is an opportunity to explore this area more 
in depth, and this is one of the reasons why we chose to focus on the Nordic market. Other 
reasons are the fact that it has been highlighted in the literature that this is a geographical 
area of interest for the subject, and therefore our aim is to expand the current literature with 
this contribution, as well as to further explore the connection between the financial analyst 
and CSR. 
 
In regards to preconceptions, the authors have some experience from the financial industry, 
but other than that the main knowledge stems from majoring in finance and subsequently 
learning about the subject more in depth. Similarly, it can be argued that there could be 
preconceptions toward the subject of sustainability issues, which are currently in trend 
globally. As such, it is important to highlight this notion, and that the authors of this thesis 
are aware of the potential issues this can cause. It is important to limit bias as much as 
possible and cover all aspects relating to the concept of sustainability, both positive and 
negative. This is necessary, as without properly dealing with these notions, one risk biasing 
one's research, therefore violating important tenets of research. Therefore, remaining 
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objective to the issue is key, and the authors of this thesis have made it a key focus to stay 
neutral and show both sides of the argument.  

2.2. Perspective of the Thesis 
This thesis primarily takes the perspective of the investor. Investors are likely the ones to be 
the most interested in the outcomes of this thesis, but the authors would also like to 
acknowledge that there are naturally many others that are affected also, namely the 
stakeholders of firms. This is, potentially, a very broad and diverse group. However, as the 
thesis takes a very broad look at whether or not there has been a change in attitude towards 
corporate social responsibility in the eyes of analysts, these stakeholders are likely to also 
be interested in the outcomes of the thesis. Furthermore, this is an aspect that is likely to 
receive and need more attention in the future from different perspectives.  

2.3. Research Philosophy 
To conduct research, one has to clarify the philosophical standpoints that matter to the 
study. As such, the researcher has to state the assumptions that he or she takes. Primarily, 
the researcher has to explain the ontological and epistemological standpoints that are the 
foundational pillars to the approach he or she takes in the study. As such, the authors of this 
thesis follow the central idea that Burrell & Morgan (1979, p. 1) argued for, where it is 
necessary for the researcher to clarify how she views epistemology, ontology and human 
nature.  

2.3.1. Ontological Assumptions: Objectivism 
Ontology is an area widely discussed among philosophers, and basically asks us as 
individuals what we think that the world is made up of (Benton & Craib, 2011, p. 4). One 
can take the standpoint that the world consists solely of different matters, but one can also 
argue that reality resides in mental and metaphysical aspects (Benton & Craib, 2011, p. 4).  
 
In essence, our views of the world either is based around what we observe, as in what we 
see happening in reality; or it can be considered to be based on what we see and make out 
of our observations in connection to our beliefs and values, meaning that reality is socially 
constructed (Ryan et al., 2002, pp. 13-14). As such, ontology can be seen from different 
perspectives. Saunders et al. (2012, pp. 130-132) argues that there are essentially two 
positions: objectivism and subjectivism. In their view, objectivism means that social 
entities are both external as well as independent from social actors, whilst subjectivism 
means that social phenomena that are studied by researchers come into existence through 
the knowledge and viewpoints as well as behavior and conduct of the social actors 
(Saunders et al., 2012, pp. 130-132). In essence, the issue for the researcher is whether she 
wants to understand a phenomenon more in depth, or the linkages between certain aspects 
of it (Ardalan, 2008, p. 3). Therein lies the main problem, and is inevitably be linked to the 
issue of ontology. If one seeks deeper knowledge, one would likely affect a more subjective 
approach, while if one wants to understand linkages between certain aspects, one would 
take a more external and objective approach (Ardalan, 2008, p. 3). 
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Throughout the history of research in finance, one can spot a trend towards certain 
philosophical positions. Largely, financial research has gravitated towards an objectivist 
viewpoint, where researchers have placed a large importance on building theory that 
explains how things are, and that can be tested thoroughly through replication and rigorous 
testing (Ryan et al., 2002, p. 8). It is a field that can be considered to be predominantly 
focused on empirical matters, where the continuous testing of theoretical models is 
important, thereby connecting reality with theory (Ryan et al., 2002, p. 27). For this thesis, 
objectivism is the underlying ontological assumption, which the authors argue is necessary 
to answer the stated research question. The argument behind this is that the study will be 
conducted with the help of numerical data which is collected by market actors, whereby the 
numerical data that is collected will be raw and not altered by the authors in any sense. As 
such, the authors will look at the data from an objective point of view. The study is not 
aiming to explain or explore in depth the views of investors and analysts, rather it is 
meaning to objectively look at the data over a longer time period so as to ascertain whether 
or not a difference exists.  
 
Criticism against these philosophical underpinnings exists. Ardalan (2004, p. 685) points 
out that there are issues in the usage of natural science methods in social science. 
Objectivity requires that the issue that is studied possesses stability and is not under change 
(Ardalan, 2004, p. 685). However, as the theory that is studied is disseminated into the 
social science world, this affects the actors in it, and subsequently also affects their 
behavior, and as such the view of objectivity becomes troublesome (Ardalan, 2004, p. 685).  
One could, of course, argue that subjectivism would also allow the authors to explore the 
issue, but this would naturally be from a different point of view, which would be harder to 
access. As argued by Long et al. (2000, p. 195), a researcher has to challenge their 
philosophical positions and understand that there are other positions that one could take 
which would also produce valuable knowledge. In addition to this is the fact that an 
objective stance can be problematic, where a researcher can end up ignoring “the 
disturbing ambiguity about things that are neither right nor wrong, good nor bad” (Bettner 
et al., 1994, p. 4). The authors have thought about this, and think that by using publicly 
available numerical data, while acknowledging that this is likely to not show the full picture 
of the intended issue is the natural and most accessible way of conducting this thesis. 
Therefore, objectivism is the natural choice.   

2.4.2. Epistemological Assumptions: Positivism 
The second important assumption is the epistemological one. Epistemology relates to how 
we learn, and how we gain knowledge, as well as what is seen as acceptable knowledge 
(Gill & Johnson, 2010, p. 191; Ryan et al., 2002, p. 11; Saunders et al., 2012, p. 132). 
Epistemological discussions are old, and have engaged famous philosophers such as Plato, 
Socrates, and Aristotle (Ryan et al., 2002, pp. 11-12). It is also a key issue to consider when 
conducting research, as it relates to what the researcher considers to be the truth (Gill & 
Johnson, p. 191). Their main views differed, whereby Plato and Socrates were of the 
viewpoint that through reason one could gain understanding of specific issues, and Plato 
developed the view of ideal forms (Ryan et al., 2002, pp. 11-12). These were seen by Plato 
as ideas and concepts that were existing in the world, but to approach them one had to use 
one's mind for reasoning (Ryan et al., 2002, pp. 12-13). Aristotle, however, argued that one 
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could gain knowledge through repeated observations, whereby what was observed was later 
understood and classified by the observer (Ryan et al., 2002, pp. 12-13). These were the 
building blocks that would later lead to empiricism, where the focal point was observation 
and replication, which later in itself became important to the idea of positivism (Ryan et al., 
2002, pp. 12-13).  
 
Burrell & Morgan (1979, p. 5) posits that there are two positions: positivism and anti-
positivism. The argument is that the positivist view largely draws inspiration from the 
natural sciences, where the goal of the researcher is to observe society with the goal of 
trying to understand it, to search for regularities, and eventually establish the existence of 
causalities between aspects of a phenomenon (Burrell & Morgan, 1979, p. 5). As such, the 
researcher takes what can be considered a dualist position, framed in the form that the 
researcher is separate from what she observes (Gill & Johnson, 2010, p. 193). At the 
opposite end of the spectrum is the anti-positivist, who opposes the observing viewpoint of 
the positivist, and aims to understand the world, but believes that it is only possible to do so 
through individuals that are part of the studied phenomena (Burrell & Morgan, 1979, p. 5). 
This is connected to the interpretivist stance, whereby it is argued that to gain an 
understanding of the world one has to take a much deeper view of humanity and society 
than the positivist takes (Saunders et al., 2012, p. 137). As such, the two sides clash on the 
aspect of understanding from an external versus inside perspective (Burrell & Morgan, 
1979, p. 5).  
 
In this thesis, the positivist point of view will be adopted. As such, the main goal will be to 
explore and examine the data relating to the stock recommendations and corporate social 
responsibility, so as to try to draw generalizations from it whilst looking for causal 
relationships. Potential issues with this view exist and are acknowledged by the authors, for 
example the potential of falling into what von Hayek (1943, p. 34; 1989, p. 3) called a 
scientistic attitude whereby researchers are too influenced by methods stemming from the 
physical sciences. Overall though, the nature of the problem at hand and the research 
question requires the authors to take this standpoint. If the issue instead had been to 
understand the views of financial analysts and investors, the anti-positivist view would 
have been more natural. As the intention is not to try to gain a deeper understanding of 
whether corporate social responsibility has become more legitimate in the eyes of financial 
analysts or investors, but rather to look at the data over time to explore if such a 
relationship exists. Thus, the authors will be observing to see if such a relationship exists 
through different types of segmentation of the data. As such, it will be possible to 
understand and answer the stated research questions via the observation of whether or not 
such a trend exists or not.  

2.4.3. Assumptions of Human Nature 
Burrell & Morgan (1979, p. 2) argue that since social science involves the study of human 
beings and their actions, the researcher subsequently has to clarify her view of human 
nature. Here, there is a spectrum between determinism and voluntarism, where determinism 
implies that human beings and their actions are completely affected by their surroundings 
and settings (Burrell & Morgan, 1979, p. 6). On the opposite side of this the idea of 
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voluntarism, where human beings are seen as having free will, and therefore are able to be 
self-determining (Burrell & Morgan, 1979, p. 6).  
 
The view that the authors take here is that it is highly likely that the studied actors land 
somewhere in the middle of this spectrum. The reasoning behind this is that these actors, 
financial analysts to be specific, are highly likely to be affected by their environment. It is 
likely that a prevailing culture within that environment will affect their views of corporate 
social responsibility, and that this view also can change over time if pressure is applied. 
However, there is also the aspect that these are human beings who are also likely to hold 
their own views on these issues, and they may not be fully convinced of, to illustrate with 
an example, the value of corporate social responsibility. As such, while there may be 
pressures from their environment to adopt a point, these individuals may also hold their 
own opinions. This is an important consideration to take, but this thesis is focusing on the 
societal pressures and how this has shaped the view of corporate social responsibility, and 
in extension whether or not this has affected the financial analysts view of the concept.  

2.4.4 Research Paradigm: Functionalism 
Burrell & Morgan (1979, p. 23) identified four different paradigms that a researcher can 
adopt. These paradigms move along two dimensions, at one hand the objective-subjective 
one, and the other hand the regulation-radical change dimension, and is thus ultimately 
connected to the stances taken in regards to the view of the nature of science (Burrell & 
Morgan, 1979, p. 21; Saunders et al., 2012, p. 141). Within these paradigms, the basic 
views will be roughly the same, but compared to competing paradigms the basic 
assumptions will be different (Burrell & Morgan, 1979, p. 23). As such, they are four 
contrasting views, and therefore also offer the researcher four contrasting viewpoints to 
analyze society with (Burrell & Morgan, 1979, p. 25; Saunders et al., 2012, pp. 140-141). 
 
The four paradigms are the following: radical humanist, radical structuralist, interpretivist 
and lastly the functionalist (Burrell & Morgan, 1979, p. 23; Saunders et al., 2012, pp. 141-
143). Radical humanist basically takes the view that focuses on radical change, coupled 
with a subjective, anti-positivist and voluntarist stance (Burrell & Morgan, 1979, p. 32). On 
the other hand, the radical structuralist takes the same view as the radical humanist on 
radical change, but from the objectivist viewpoint, that is from a positivist and determinist 
stance (Burrell & Morgan, 1979, pp. 32-33). Interpretivists seek to explore the social world, 
and do so from a subjective, anti-positivist, and voluntarist perspective where the individual 
and her experiences matter (Burrell & Morgan, 1979, p. 28; Shah & Corley, 2006, pp. 
1823-1824). 
 
This thesis will be adopting the functionalist paradigm. The functionalist follows an 
objective viewpoint, whereby the point is to understand the world and to find explanations 
for phenomena within it (Burrell & Morgan, 1979, p. 26; Shah & Corley, 2006, p. 1823). 
As such, the functionalist is also a positivist and determinist paradigm, whereby one of the 
main objectives is to facilitate replication by others (Burrell & Morgan, 1979, p. 26; Shah 
& Corley, 2006, p. 1823). This is all fully in line with the intentions of the authors, as the 
goal is to observe a trend, in this case whether or not corporate social responsibility has 
become more legitimate over time with financial analysts that issue stock 
recommendations. As argued before, our epistemological standpoint is also a positivist one, 
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which is also fully in line with this paradigm. Furthermore, our view of human nature in 
relation to this issue is largely deterministic. It has been argued by the authors that there 
exists some sense of free will in regards to the financial analysts, but on the whole the 
authors regard them as being products of their environment.  

2.5. Research Approach: Deduction 
When conducting research, one has to apply a certain kind of reasoning throughout a 
research project so as to be able to explain findings and show connections (Mantere & 
Ketokivi, 2013, p. 71). Typically, one can say that there are three different kinds of 
reasoning principles: deduction, induction and abduction (Mantere & Ketokivi, 2013, p. 
71). Deduction can be seen from the standpoint where the researcher first begins by 
collecting theory, whereby then the basic hypotheses are built, from which one later 
observes and either verifies or rejects these hypotheses (Gill & Johnson, 2010, pp. 6-7; 
Mantere & Ketokivi, 2013, p. 71). As such, you utilize the already existing field of 
literature. Induction takes a different view, whereby one first observes, and then moves to 
building hypotheses and theory from what has been seen (Gill & Johnson, 2010, p. 7; 
Mantere & Ketokivi, 2013, p. 71). Abduction, on the other hand, merges the two 
approaches, whereby one begins by observing something that you as a researcher finds 
interesting, and from that proceed to build a testable framework that you then test once 
again (Saunders et al., 2012, p. 147).  
 
This thesis will utilize a deductive approach. The authors do acknowledge that there is 
likely to be value in taking an inductive approach to the issue, but in this case that would 
likely mean that the research question and methods would have to be altered. This is an 
issue for future research on the issue to elaborate on, and take a different approach than this 
thesis. Thus, the reasoning for deduction is that there is a wealth of past research and theory 
to build hypotheses upon, of which some has already been exposed to the reader in the 
introduction, and the rest will be elaborated on in the theoretical framework. Furthermore, 
this approach works well with the chosen research design, which is a quantitative method, 
whereby it is possible to statistically test these hypotheses and draw conclusions from the 
subsequent results. In summation, the goal of this thesis is to utilize a deductive method to 
draw a conclusion about whether or not corporate social responsibility, as a factor, has 
become more important to financial analysts and their stock recommendations over time. 
Furthermore, it is worthwhile to also note that the intention is to further explore whether or 
not a relationship actually exist between the two, as this is currently an ongoing discussion 
in academia as will be evidenced in the theoretical framework.  

2.6. Research Design: Quantitative 
In regards to the research design, one can highlight two prevailing types of design: the 
quantitative and the qualitative. A quantitative design is usually seen as linked to the 
natural sciences because of the similarities of the methods applied by the natural scientist 
(Bryman, 1984, p. 77). It is a research design that is related to the epistemological view of 
positivism where the researcher can be objective and distance herself from the studied 
phenomena (Bryman, 1984, p. 77). A qualitative design on the other hand takes a different 
point of view, wanting to understand a specific setting through the views of a certain actor 
(Bryman, 1984, p. 78). In contrast to the quantitative design, the qualitative is usually 
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linked to the interpretivist standpoint (Saunders et al., 2012, p. 163). To differentiate 
between the qualitative and the quantitative designs, a quantitative design deals with 
numerical data, while the qualitative on the other hand focuses on methods that collect or 
use data that is non-numerical (Saunders et al., 2012, p. 161). Furthermore, there is a 
difference in what the two types of research designs seek to find. Generally, the quantitative 
method is used to explore large samples where the goal is to draw some sort of 
generalization about the population that has been sampled (Hyde, 2000, p. 84). As such, it 
takes a different view than the qualitative approach, wherein one seeks to explain an issue 
more in depth and with more detail (Hyde, 2000, p. 84). As such, there is a fundamental 
difference between the two in regards to the way data is viewed.  
 
As the stated research question hints at, this thesis will be utilizing a quantitative design 
whereby the stated goal is to through previous research set up hypotheses that are to be 
tested through statistical analysis. This is a consequence of the stated philosophical 
assumptions, which are naturally closely in line with what characterizes a quantitative 
design. This thesis will therefore take the objective and external standpoint of the natural 
scientist, and utilize the methods of a natural scientist. However, worth stating is that the 
authors, as shown earlier, do acknowledge that a qualitative design could also be of interest, 
but for the stated research question(s), and due to the philosophical assumptions, the natural 
design is a quantitative one. It is also worthwhile to consider potential issues with the stated 
design. There are potential issues relating to the usage of a quantitative approach, especially 
in regards to the study of people with said method. Often, the statistics that are inherent in a 
quantitative approach are not sufficiently performed or understood by the researcher, or the 
case is simply that the researcher misplaces the focus towards statistical significances 
(Lukka & Kasanen, 1995, pp. 79-80). Furthermore, it is important to recognize that even if 
a statistically significant result is found, this does not necessarily imply that a causal 
relationship has been found, nor does it mean that the result is economically significant 
(Lukka & Kasanen, 1995, pp. 79-80). As such, the authors recognize potential issues 
inherent with the design, and will try to alleviate these whenever possible.  

2.7. Research Strategy: Archival 
“An archival research strategy makes use of administrative records and documents as the 
principal source of data.” (Saunders et al., 2012, p. 178). In regards to this specific subject, 
archival research is research that utilizes historical market data, for example stock prices 
(Oler et al., 2010, p. 668). This is a strategy that can be utilized by the researcher to explore 
whether or not changes in a phenomenon have occurred over time (Saunders et al., 2012, p. 
179). As such, this all relates to the stated purpose of this thesis, whereby the intention is to 
understand whether or not a change in the view of corporate social responsibility has 
occurred in regards to financial analysts and their stock recommendations. To answer that, 
data will be collected on the mean recommendations of the financial analysts, a proxy 
variable for CSR, but also data in regards to profitability and different accounting 
measures. As this data has not specifically been collected for this thesis, the data is 
classified as secondary data (Saunders et al., 2012, p. 304). In this case, the data comes 
from Thomson Reuters Datastream. Since this thesis is conducted over one semester, and 
time is therefore limited, this is the most suitable data to answer the stated research 
question. Largely, in relation to this thesis, its positive aspects are that it uses up less of the 
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researchers resources and allows the researcher to take a longitudinal viewpoint (Saunders 
et al., 2012, pp. 317-318). However, there are potential issues with secondary data, for 
example that it might not entirely match the research question, that it may be hard for the 
researcher to gain access to, and that the data can be of poor quality, and so forth (Saunders 
et al., 2012, pp. 319-320). These issues will be further discussed later in the method 
chapter.  

2.8. Time Horizon: Longitudinal 
As the research question clearly states, the purpose of this thesis is to study whether or not 
a change has occurred over time in the view of corporate social responsibility among 
financial analysts. In turn, this means that we are studying something over a certain period 
of time to ascertain whether or not a change has occurred. This type of time horizon is 
called longitudinal, as the study traces changes over a specified time period (Saunders et 
al., 2012, pp. 190-191). As such, the researcher will then study a phenomenon or trend over 
a longer time period, meaning that several periods of measurements are used (Diggle et al., 
2013, p. 1). In economics this approach is typically called panel studies (Diggle et al., 2013, 
p. 2). 
 
In the case of this thesis, the aim is to gather data from over a time period of 10 years 
(2005-2014), as stated earlier. This will be done for several variables, as also mentioned 
earlier. The reasoning behind these will be elaborated further in the method and theoretical 
framework. What can be stated here is that the two main variables will be the mean 
recommendations from I/B/E/S that will be the dependent variable, and the ASSET4 Equal-
Weighted Rating, which will act as the proxy for the corporate social responsibility 
variable. To be included into the dataset, a firm must have been rated on these variables for 
the whole period otherwise they are excluded. Furthermore, segmentation will be applied 
based on two different time periods (2005-2008 & 2009-2012), as well as for national 
belonging, industry. In addition to that, the study will also look at whether or not corporate 
social responsibility matters more for the different recommendations, and therefore a type 
of codification will be applied to them to make it so that a regression analysis can be 
performed on them. How this will be achieved will be elaborated on in the practical 
method. 

2.9. Nature of Research Design: Explanatory 
According to Saunders et al., (2012, p. 170) there are largely three different types of way of 
conducting a study: exploratory, descriptive, or explanatory. When conducting an 
exploratory project, one would seek to gain understanding of a particular issue, whereby 
one could for example review current issues in a field either through its literature or 
through knowledgeable people in it (Saunders et al., 2012, p. 171). A descriptive mode of 
research would instead, just as the word itself hints at, seek to describe a certain 
phenomenon (Saunders et al., 2012, p. 171). An explanatory approach would instead seek 
to understand an issue and try to ascertain whether or not causal relations exist between the 
phenomena that are researched (Saunders et al., 2012, p. 172).  
 
In the case of this thesis, the nature of the research design is an explanatory approach. This 
can be seen from the fact that a quantitative approach is utilized, but also from the fact that 
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regression analysis will be utilized to ascertain whether or not a connection exists between 
stock recommendations and CSR. As such, the intention is to establish whether a causal 
relationship exists between the two, and as such the thesis is ultimately explanatory.   

2.10. Ethical & Social Considerations 
When conducting research, one has to consider potential social and ethical implications of 
the undertaking. Ethics matter, and will be a constant factor throughout a research project 
(Israel & Hay, 2006, p. 7). It is, a highly important factor, in which many of the aspects 
relating to research are inevitably touched, where keywords such as being just, fair and 
acceptable are guiding the researcher towards a high ethical standard (Zikmund et al., 2012, 
p. 88). The USBE Thesis Manual has been extensively used and followed to ensure that 
issues in regards to referencing are followed according to the rules. The ethical guidelines 
laid down in the thesis manual (USBE, 2016, pp. 6-7) have been the starting point for all 
discussions relating to ethics in this thesis. Furthermore, in the European Code of Conduct 
for Research Integrity (European Science Foundation, 2011, p. 5), the keywords and key 
practices are honesty, reliability, objectivity, independence, openness, no plagiarism, and to 
show responsibility. These are issues that the authors acknowledge and address as soon as 
potential violations against them are raised. Additionally, the authors of this thesis follow 
the standards and practices that are set by the Umeå School of Business and Economics. 
These are concerns that are important, for research deals with ethical matters.  
 
The authors of this thesis are independent, and have chosen the subject based on their own 
interests. The thesis is not done in any connection to any organization, and is therefore 
unburdened by potential conflicts that can stem from such work. There is therefore no 
affiliation that can potential lead to biasing results or that it can be seen as such (Bryman & 
Bell, 2015, p. 149). Useful comments on the thesis relating to the subject and the research 
process have come from the supervisor of this thesis, and these comments have naturally 
been of great use to the authors. As such, the thesis is the work of the authors, but with 
some guidance by the supervisor.  
 
Additionally, as objectivity is of essence, the authors of this thesis notion that it is key to 
stay transparent in the research process, which will later be expanded upon in the empirical 
method connection to the ethical and social considerations. Key aspects to the study, such 
as the dataset as well as the codes used in gathering the results are all available to readers of 
the thesis. These issues, which pertain heavily to the empirical method of the thesis, as well 
as the results, are elaborated on in each of the sections.  

2.11. Choice of Literature & Criticism 
As a deductive approach has been taken for this thesis, all the sources are of secondary 
nature. This is also the case in regards to the numerical data utilized for analysis, which 
stems from the Thomson Reuters Database. As for the inclusion of sources in this thesis, 
the authors have followed the approach of Saunders et al. (2012, p. 107), where one has to 
assess the standards for what should be included and excluded. As such, it is important to 
look at the arguments, the methodology, and the theoretical aspects of an article (Saunders 
et al., 2012, p. 107). Today, there is a wealth of research and different documents that can 
be accessed through the help of different databases, and this is something that can become 
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troubling for an individual if he or she lacks capabilities for source criticism (Hjørland, 
2012, p. 258). Hjørland (2012, pp. 258-268) goes through 12 different methods that can be 
utilized to criticize sources, among these are the checklist approach, peer-review, author 
credentials, publisher reputation, and impact factor. These are also the ones that the authors 
of this thesis have largely used in assessing literature as far as possible.  
 
Furthermore, the authors have looked at how prominent an article also is in regards to 
citations, as well as tried to include the most recent articles pertaining to the subject matter 
when reasonable, whilst including the classical and seminal literature when necessary. 
Additionally, the authors have looked at the journals that the articles are sourced from, so 
as to ensure that it is credible and that it is suitable for usage in the thesis. The used 
literature has either been sourced through the different available databases at the Umeå 
University Library, such as EBSCO and Emerald, but also through the usage of Google 
Scholar. Here, the keywords have been the following: “CSR” coupled with “Legitimacy 
theory”, “Institutional theory” “Neo-institutional theory”, “Agency theory”, “Stakeholder 
theory”, “Financial analysts”, “Nordic”, “Value-relevance”, and so forth.    

2.12. Summation of Methodological Framework 
In the figure below, the chapter is summarized and shows a linkage with the later chapter 
pertaining to the practical method. Overall, the thesis has adopted an objectivist and 
positivist standpoint, which fits with the goal of a quantitative and descriptive study that the 
research question require. Furthermore, the study is archival and longitudinal, as this is 
required by the research question. All in all, the thesis follows the classical methodological 
standpoints that can be found within the financial research field.  

 
Figure 1 - Summary of Methodology 
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CHAPTER III. Theoretical Framework 
To begin with, the theoretical framework chapter begins with theories surrounding 
legitimacy and institutions, which are necessary for understanding change and acceptance 
of issues within society. After that comes the presentation of theories relating to the firm, 
such as the agency theory as well as the stakeholder theory. Lastly, corporate social 
responsibility is specifically introduced before moving on towards explaining the role of the 
analyst in the financial markets. As such, the framework moves from societal-level theory, 
to firm level, and lastly to a more individual-level theoretical basis. Relevant criticism 
towards the chosen theory is also provided, so as to show the potential shortcomings of the 
literature. Thereby the framework of the studied problem is shown. 

3.1. Disposition of the Theoretical Framework 
To ensure that the chapter flows and informs the reader in an optimal manner, the authors 
have placed considerable effort towards the disposition of the theoretical framework. The 
goal has been to achieve a logical structure that helps the reader interpret the extensive 
theory that has been used, so as to build a better understanding for the subsequent chapters 
relating to practical method, findings, analysis and lastly the conclusion. To note for the 
reader of this thesis is also that in some cases extensive use has been made of some seminal 
articles that are older but very well-cited. As such, they are used extensively to build the 
theoretical base, which later then further articles are added to provide other views as well as 
connect it to the subject at hand. 
 
The theoretical framework begins with coverage of theories relating to society and how 
phenomena become adopted within it. This first section covers theories such as institutional 
theory and legitimacy theory. These are, from the interpretation of the authors, fundamental 
to the examination of how a phenomenon can become legitimate and subsequently more 
value-relevant over time. “The neoinstitutional model essentially holds that organizational 
survival is determined by the extent of alignment with the institutional environment; hence, 
organizations have to comply with external institutional pressures.” (Kostova et al., 2008, 
p. 997). As a theory, it provides an explanation of why organizations behave in certain 
ways based around the notions of pressures stemming from the market but also from other 
avenues, for example the state, society and organizational peers (Greenwood & Hinings, 
1996, p. 1025). Regarding legitimacy theory, the firm itself is seen as dependent of the 
society and its resources, and therefore has to seek to be legitimated by it (Deegan, 2002, p. 
292). As such, legitimacy theory provides a perspective that also helps to understand why a 
firm may focus on corporate social responsibility. Thereby, both of these theories are key to 
understanding a potential dissemination of the concept of CSR within society.  
 
After that comes the section covering the prominent theories of the firm, so as to provide 
the reader with an understanding of the way that the fundamental views of the firm has 
changed over time, as well as provide a theoretical underpinning to the different views that 
exist. Here, seminal theories such as agency theory and stakeholder theory are covered. 
Furthermore, as these theories are considered to be controversial by many, criticism 
towards them are also covered so as to provide a necessary discussion of shortfalls of the 
chosen theories of the firm. Additionally, this section also covers corporate social 
responsibility and the theoretical framework surrounding it. The authors have chosen to 
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include this in the firm-level section as it pertains to how a firm acts in relation to social 
responsibility issues. A review relating to CSR and ESG-disclosures is also included here, 
as well as the prevailing public perception of the concept. 
 
Then the theoretical framework moves toward a section relating to analysts themselves, 
since they are part of the focal point of this study, and their importance in financial markets. 
Here, the most recent literature surrounding their importance in disseminating information 
to ordinary investors is covered, primarily such information relating to ESG and CSR 
disclosures.  
 
Then a research model of the theoretical framework is provided to the reader so as to 
summarize and bring the concepts together. The model is subsequently also explained and 
argued for in connection with the theory that has been covered throughout the chapter. This 
helps build the empirical side of the study that comes up in the subsequent empirical 
method chapter.  

3.2. Societal-Level Theory 
In trying to explain the way that logics change and become institutionalized and 
legitimized, this section covers relevant theory of how change can occur in a field, and how 
specific elements become legitimized in the view of people. Additionally, the section 
furthermore covers matters related to Nordic societies, so as to frame the context within the 
certain value and corporate governance systems that are used in it.  

3.2.1. Institutional/Neoinstitutional Theory 
In regards to neo-institutional theory, the term isomorphism is of large importance. 
Isomorphism can be seen as a force wherein organizations are pressured to become more 
alike their peers (DiMaggio & Powell, 1983, p. 149). Thereby they are pressured to become 
more similar to their peers in regards to different defining characteristics (DiMaggio & 
Powell, 1983, p. 149). Greenwood and Hinings (1996, pp. 1029) argued that within 
different institutional contexts there would also be different levels of stress for 
isomorphism. Here, they argue that certain fields are more mature in the sense of 
organization, for example the law and accounting sectors (Greenwood & Hinings, 1996, pp. 
1029). In such institutional contexts, radical change is uncommon, however if such change 
does come it will likely be of what Greenwood and Hinings (1996, pp. 1030) call 
revolutionary. In contrast to that, they also argue that fields that have not matured in the 
sense of accounting and law, then radical change is both common and happens in line with 
what they call the evolutionary sense (Greenwood & Hinings, 1996, pp. 1030).  In regards 
to the openness and closedness of certain institutional contexts, Greenwood and Hinings 
(1996, p. 1030) posit that fields are more or less open to the acceptance of ideas from other 
fields, and as such are affected to a different extent to change. As such, fields that are 
considered to be more open (closed) are less (more) likely to undergo what they call radical 
change (Greenwood & Hinings, 1996, p. 1030). In that sense, fields that are more open 
(closed) can be seen as going through change that is evolutionary (revolutionary) 
(Greenwood & Hinings, 1996, p. 1030).   
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DiMaggio and Powell (1983, p. 150) argued that there are three ways in which this pressure 
can emanate: (1) coercive; (2) mimetic and (3) normative isomorphism. Coercive 
isomorphism bases itself around pressures on an organization, stemming from other 
organizations that they are reliant on, as well as the society in which they operate in 
(DiMaggio & Powell, 1983, p. 150). In the view of Beckert (2010, pp. 154-155) pressures 
like these does not necessarily lead to adoption of certain organizational forms because 
either there is simply no interest in enforcing them, nor is it possible to diffuse them 
because of informational, social or cultural factors.  
 
Mimetic, on the other hand, is when an organization is dealing with uncertainty and looks 
at its peers and is thereby inspired by their practices (DiMaggio & Powell, 1983, p. 151). In 
regards to the mimetic viewpoint, it has been argued that one factor behind whether or not a 
certain form will be adopted also can be seen from the position of the organizational form 
within society (Beckert, 2010, p. 159). If it provides a solution that is deemed satisfactory, 
it may lead to adoption, but if it goes against established views on interests or the identity 
of the firm, it may in itself lead to divergence (Beckert, 2010, p. 159).  
 
Normative isomorphism deals in essence with professionalization within a profession, and 
can stem from the education, which an individual partakes in, or from the networks that the 
individual has (DiMaggio & Powell, 1983, p. 152). With that being the case, individuals 
with similar educations and networks are likely to act in the same manner (DiMaggio & 
Powell, 1983, p. 152). In this view, it can also be argued that organizations gravitate 
towards certain organizational forms because they are seen as an attractive model that can 
help them solve specific issues that they are concerned with (Beckert, 2010, p. 155:157).  
 
Beckert (2010, pp. 160-162) also argues for a fourth mechanism that relates to competitive 
pressures. Here, they present the classical viewpoint whereby competition leads to changes 
in organizational form as forms that are not efficient enough are rooted out and replaced, 
which therefore acts in a manner whereby firms become more similar (Beckert, 2010, p. 
160). However, Beckert (2010, pp. 160-161) also notes that this does not necessarily lead to 
similarities, as firms will seek to become less similar to others by becoming more 
specialized.  
 
Greenwood and Hinings (1996, p. 1027) provide examples for institutional theory and how 
it works in reality by showing how the organizational forms of accounting firms over time 
became institutionalized in regards to mimetic, normative and coercive forces. They posit 
that different institutional contexts have certain organizational forms that originate in the 
institutional context that they are present in (Greenwood & Hinings, 1996, p. 1028).  
Furthermore, they argue that when the normative side is strong within an institutional 
context, then quick and large changes are rare (Greenwood & Hinings, 1996, p. 1028). 
Additionally, however, they posit that if the norms within the institutional context are 
changed greatly, then one will also spot rapid changes to the organization as well 
(Greenwood & Hinings, 1996, p. 1028).  
 
DiMaggio and Powell (1983, p. 154) end their article by positing a number of hypotheses 
based around their idea of isomorphism and change. Relating to coercive isomorphism, the 
authors argue that the more independent (dependent) an organization is of another 
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organization, the stronger (weaker) it will be in resisting change, and vice versa (DiMaggio 
& Powell, 1983, p. 154). Similarly, Beckert (2010, p. 154) notes that institutional logics 
that are considered to be strong will also be hard to displace and replace with a new 
institutional model. Seen from a different viewpoint, if a resource that an organization 
needs is under the control of another organization, then the organization in need will 
change itself so as to become more similar to the resource controller (DiMaggio & Powell, 
1983, p. 154).  
 
In relating to mimetic isomorphism, DiMaggio and Powell (1983, pp. 154-155) argue that 
in an organization facing uncertainty as well as ambiguity, it will then attempt to become 
similar to a successful peer. Beckert (2010, pp. 157-158) highlights the fact that mimetic 
pressures can lead an organization to adopt a certain form based on the fact that it has been 
successful elsewhere, and that it because of this is viewed as legitimate; as such, the 
organization can then argue that if success is not achieved, it can say that it has simply 
followed a legitimate model. In addition to this, it is posited that in fields where norms are 
instilled in people through education as well as fields where professional networks are 
common, similarities between different organizations will be very large (DiMaggio & 
Powell, 1983, p. 155). However, if certain successful institutional models are seen as 
unfitting with either culture or values, rejection of mimetic pressures is also likely (Beckert, 
2010, p. 159). 
 
Connection to Corporate Social Responsibility 
Brammer et al. (2012, p. 4) argue that research on corporate social responsibility, until 
recently, has neglected the potential of institutional theory to provide explanations for 
corporate social responsibility. It is also in their view that CSR has become extensively 
entrenched and subsequently also institutionalized in the developed economies (Brammer et 
al. 2012, p. 10). Campbell (2007, p. 952) set out to build a theoretical view of why firms 
behave socially responsible. His view of the issue is based around both economic and 
institutional factors (Campbell, 2007, p. 952). Campbell (2007, p. 951) views social 
responsible behavior from the point of view of the firm as (1) not purposefully causing 
damage to the stakeholders of the firm; and (2) if such irresponsible behavior is detected, 
the firm amends the damage it has caused to its stakeholders.  
 
Matten and Moor (2008, p. 405) look at corporate social responsibility through the lens of 
whether or not it is implicitly or explicitly stated. Explicit, in this sense, means that a firm 
in itself decides to commit to corporate social responsibility through voluntary action, 
specific policies and strategies (Matten & Moor, 2008, pp. 409-410). This explicit form is 
most commonly seen in the different types of reports that firms produce (Brammer et al. 
2012, p. 13). Implicit, on the other hand, is based around different types of values, norms 
and rules that steer how a firm should behave within society (Matten & Moor, 2008, p. 
410). These types of implicit responsibilities are much harder for a spectator to spot and 
therefore also much harder to quantify, which may therefore also make the firm be seen as 
one that does not take these issues seriously (Brammer et al. 2012, p. 13). As such, the 
adoption of corporate social responsibility and the form it takes can differ, and this is 
argued by Matten and Moor (2008, pp. 407-409) to stem from differences in institutions, 
for example in such areas as political, financial, educational, and so forth. 
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However, in the vein of neoinstitutionalism and isomorphism, Matten and Moor (2008, pp. 
411-412) posit that explicit form of corporate social responsibility has become more 
common. In regards to coercive isomorphism, they argue that the growing number of 
initiatives relating to corporate social responsibility, as well as social responsible investing 
principles has created pressures for the adoption of the explicit form (Matten & Moor, 
2008, pp. 411-412). Similarly, Bondy et al. (2012, p. 292) point that most coercive 
isomorphic pressure for multinationals are in the hands of three powerful groups: state, 
customers and investors. In regards to mimetic isomorphism, Matten and Moor (2008, p. 
412) argue that the growing membership of organizations such as CSR Europe is evidence 
for an interest in the concept. For normative isomorphism, it has been argued that there has 
been a growing interest of corporate social responsibility in the education of professionals, 
but also that professional associations play a large role in disseminating the explicit form 
(Matten & Moor, 2008, p. 412). This change from an implicit form of corporate social 
responsibility to a more explicit form has been argued to have occurred in Germany (Hiss, 
2009, p. 445).   
 
When it comes to acting in a socially responsible manner, Campbell posits that there are 
economic factors that need to be considered (Campbell, 2007, p. 952). He proposes that 
firms that perform poorly financially are likely to not adhere to socially responsible 
behavior if this, in their view, may worsen their financial situation (Campbell, 2007, p. 
952). To note here is that this argument bases itself around the notion that acting 
irresponsibly can both be beneficial for the firm financially, but also that they will not be 
detected (Campbell, 2007, p. 952). In addition to this, Campbell (2007, p. 952) argues that 
economic factors such as low growth in productivity, high inflation, low demand, and so 
forth will also make the firm less likely to behave socially responsibly. However, it has also 
been shown that the agency logic is still powerful in the case of multinationals whereby 
corporate social responsibility is used in a manner that ranks economic factors above both 
social and environmental factors, which is in opposition to the traditionally view of the 
issue where the three factors are equivalents (Bondy et al., 2012, pp. 293-294:296)  
Additionally, it is furthermore argued that competition is a key factor, where in situations 
of high competition firms are likely to behave socially irresponsibly simply to survive; as 
well as that in situations where there is too little competition, such as in a monopolistic 
market, firms are likely to not behave socially responsibly because they have such a strong 
position in relation to its customers (Campbell, 2007, p. 953). 
 
Campbell (2006, p. 935) argued that the institutional adoption of a concept such as 
corporate social responsibility is not entirely straightforward and involves a lot of conflict 
as well as negotiation before it becomes widely accepted. This is also the view that 
Brammer et al. (2012, pp. 9-10) takes, whereby they argue that one has to understand that 
history is relevant as well, as over time the prevailing institutions have been shaped and 
made into what they are today. Connected to all of this is the national context and the type 
of capitalism that is prevailing within a nation, as highlighted by Kang and Moon (2012, 
pp. 100-101). In regards to institutional factors, Campbell (2007, p. 955) argues that firms 
are inclined to act socially responsible if there are strong and well enforced regulations that 
promotes them to behave socially responsibly. Additionally, Campbell (2007, p. 955) 
argues that this factor will be especially strong if the regulations have been created in 
consideration with the input of important stakeholders such as the firm themselves.  
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It is argued that self-regulation can work in much of the same way, whereby a well-thought 
out mode of self-regulation by the companies themselves become the prevailing standard 
within the industry, especially in the case of a fear of regulations being implemented by the 
state (Campbell, 2007, p. 956). This is also argued to be the case when firms are monitored 
by for example NGOs, the press, investors, and so forth (Campbell, 2007, p. 958). Bondy et 
al. (2012, p. 292) found that the normative type of isomorphism was not considered as an 
integral pressure to the implementation of a corporate social responsibility strategy. 
However, norms are argued to play a vital role, and as specific norms relating to socially 
responsible behavior becomes disseminated and widespread within a field through for 
example education (Campbell, 2007, p. 959). Bondy et al. (2012, pp. 292-293) show that 
multinationals look to their peers in an attempt to both keep up with them in regards to the 
reporting of corporate social responsibility issues, but also sometimes to take it a step 
further and themselves become leading in the practice. It is also argued that similar effects 
can stem from the existence of industrial associations that promote this type of behavior, as 
well as when ongoing dialogue with stakeholders is expected of a firm (Campbell, 2007, p. 
960:962).  
 
Thereby, the authors of this thesis posit that to truly understand the issue surrounding 
corporate social responsibility and its dissemination within society, one has to look at it 
from an institutional perspective. Therefore the institutional theory, or as it is called by 
some, neoinstitutional theory will serve as one of the theories to analyze the issue at hand. 
By doing so, it gives the authors a chance to point to changes to societal views and how this 
has potentially affected financial analysts.  

3.2.2. Legitimacy Theory 
A firm can be seen as acting within a system, whereby it is affected by pressures from its 
surroundings, in this case the society within which it operates (Deegan, 2002, p. 292). 
Suchman (1995, p. 572) argue that legitimacy can be seen from a strategic point of view of 
the management, whereby they express themselves in a specific manner with certain 
attributes so as to gain support from stakeholders within society. However, a firm is also 
able to exert pressure on society and affect it as well (Deegan, 2002, p. 292). In that sense, 
the reporting that a firm does can be seen as an important channel through which the firm is 
able to affect the way society at large views the firm itself (Deegan, 2002, p. 292). Dowling 
and Pfeffer (1975, p. 126) state that this legitimacy process can be decided with the help of 
market mechanisms. As such, society is the decider of what is to be considered legitimate 
or not (Deegan, 2002, p. 292). To take this more broadly, legitimacy theory is based around 
the notion that to understand an economic issue, one has to accept that it is intertwined with 
societal and political implications as well (Deegan, 2002, p. 292). Taken to the level of the 
organisation itself, in this particular case the firm, legitimacy theory is also based around 
the notion that any individual firm lacks both the right to existence and resources (Deegan, 
2002, p. 292). Their existence stems instead from, as notioned by the fact that legitimacy 
theory views the firm as operating within a system, society itself (Deegan, 2002, p. 292). 
This is evidenced by the findings of Campbell (2003, p. 369), whereby it is shown that 
firms that are considered to be in a more sensitive position in relation to its environmental 
footprint will subsequently also place a larger focus on voluntary disclosures. 
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Therefore, in the view of van Staden and Hooks (2007, p. 198) it is key to the organization, 
in managing of their legitimacy, to utilize disclosures to show that they are adhering to 
what society expects of them. Dowling and Pfeffer (1975, p. 127) finally posits that there 
are three ways for an organization to work towards becoming legitimate in the eyes of its 
stakeholders, whereby it can (1) adapt to current standards of legitimacy in regards to how 
it operates; (2) attempt to change the prevailing values and norms to fit their current 
operations; and (3) to associate the organization with standards relating to what is 
considered to be legitimate. As such, one can argue that a firm has a social contract with its 
environment, which is society (Deegan, 2002, p. 293). When, or if, the firm breaks this by 
acting in a way that clashes with the prevailing views in society, then this can ultimately 
lead to dangers for a firm whereby it is at risk of losing its right to operate within society 
(Deegan, 2002, p. 293). This is without doubt connected to the findings of Campbell (2003, 
p. 369) related to firms exposed to environmental risk will also focus more on voluntary 
disclosure. The protest against the firm can take different forms depending on the actor that 
the perspective is seen from. For example, the consumer could stop buying the products of 
a firm (Deegan, 2002, p. 293). However, ascertaining the actual conditions of the so-called 
social contract is troublesome and individuals are likely to come to different conclusions 
about these (Deegan, 2002, p. 293).  In summation, “Since organizational survival is 
enhanced by legitimacy, legitimacy can be viewed as a resource which a given focal 
organization attempts to obtain and which, occasionally, competing organizations may 
attempt to deny” (Dowling & Pfeffer, 1975, p. 125). Keeping with that is then the fact that 
if a firm sees legitimacy as a vital aspect for the survival of the firm, then the firm will also 
position itself so as to ensure that it is seen as a legitimate actor within society (Deegan, 
2002, p. 293). 
 
Connection to Corporate Social Responsibility 
In examining Australian firms and their disclosures of their environmental activities, 
Deegan and Rankin (1996, p. 59) found that companies generally did not report on the 
negative sides of their environmental impact. It was also shown that firms which had been 
brought to court for these issues disclosed more positive information on their 
environmental activities than those that had not, which the authors saw as a sign of 
legitimizing activity on the side of the firms (Deegan & Rankin, 1996, p. 59). This is an 
approach that van Staden and Hooks (2007, p. 199) call the reactive approach, whereby a 
firm reacts to pressures to disclose, and therefore provide more disclosures relating to the 
issue. Cho and Patten (2007, p. 646) finds a relation between poor environmental 
performance, and higher rates of disclosure of information relating to environmental issues. 
In the view of van Staden and Hooks (2007, p. 199) this hints at the usage of disclosure to 
legitimize them by showing awareness of these issues. Cormier and Magnan (2015, p. 432) 
point out in their study that environmental disclosures are also a way for firms to manage 
the way that the firm is seen in the media, and subsequently also by its stakeholders.  
 
In an attempt to understand whether or not the reporting on corporate social responsibility 
in France has changed over time, Chauvey et al. (2015, pp. 789-790) found that there had 
been an increasing focus in regards to the scope of reporting mainly based on space and 
improved quality in a small extent. However, the authors point out that in relation to the 
quality of the reports, the focus appears to still to be on providing legitimacy to the firms, 
instead of being more about being transparent and open towards the public (Chauvey et al., 
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2015, p. 790). In a similar vein of reasoning, Michelon et al. (2015, pp. 74-75) find 
evidence that in terms of quality, separate reports on corporate social responsibility issues 
as opposed to such reports in annual reports, does not lead higher quality reporting, but 
merely more information reported. In as such, they argue that this can be connected to what 
they call impression management (Michelon et al., 2015, p. 75). Arvidsson (2010, p. 349) 
found that the importance of corporate social responsibility disclosures had increased to 
become a key priority, and through interviews of management she found that the reasoning 
behind the increase in importance relates to scandalous practices by firms which have then 
enticed media to more closely cover and examine the way firms conduct themselves in 
society. As such, management would follow the ongoing trends in society whereby they 
allocate more resources towards communicating the corporate social responsibility 
practices of the firm (Arvidsson, 2010, p. 349).  
 
As can be seen from the literature, legitimacy theory has for a long while been used to 
understand the reporting of corporate social responsibility issues by firms. In the views of 
the authors of this thesis, the theory is therefore also a key theory in this thesis. From the 
standpoint of legitimacy theory, it is then possible to look at whether or not corporate social 
responsibility has become more legitimate in the eyes of financial analysts.  

3.2.3. Nordic Countries & Societal Context 
Martínez-Ferrero and Valeriano Frías-Aceituno (2015, pp. 23-24) highlights several 
different corporate governance contexts: Anglo-Saxon, Germanic, Latin and Asian. In these 
different contexts, they place Sweden, Denmark, Norway and Finland within the Germanic 
model (Martínez-Ferrero & Valeriano Frías-Aceituno 2015, p. 26). Generally, Nordic 
countries are considered to be different in the sense that their political models are built 
around an idea to issues pertaining to CSR (Gjølberg, 2010, p. 209). In its essence, this 
model is characterized by them as very institutionally focused, with banks, oligarchic 
groups and employees playing a large role as stakeholders (Martínez-Ferrero & Valeriano 
Frías-Aceituno 2015, p. 23). The state also takes a large role within the economy (Gjølberg, 
2010, p. 209). 
 
In comparison with the Anglo-Saxon model, which is highly shareholder focused, the 
Germanic model is not as clearly focused on this issue, but the capital markets are still to be 
considered as key constituents (Martínez-Ferrero & Valeriano Frías-Aceituno, 2015, pp. 
23-24). To note is that because of political views that already exist in society, it is highly 
possible that a concept such as CSR will take a different form when it is spread to a new 
area (Gjølberg, 2010, p. 209). In general, Nordic countries are considered to share a lot of 
likeness in relation to culture and politics as well as economic institutions (Gjølberg, 2010, 
p. 209). In these countries, social security and extensive public services coupled with high 
taxation is a top priority and defining characteristic (Spliid, 2013, p. 39). 
 
While Nordic countries are arguably differing in some aspects to others in relation to both 
the model of corporate governance as well as in terms of other aspects of its model, one has 
to also consider that cultural aspects can also influence the way that individuals themselves 
act. Generally, Nordic countries are highly similar culturally and in terms of language, with 
Finland being the exception in relation to the language aspect (Spliid, 2013, p. 39). There 
are numerous definitions of culture, but one that is widely cited is by Hofstede et al. (2010, 
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p. 6), whereby culture is defined as “the collective programming of the mind that 
distinguishes the members of one group or category of people from others.”. One way of 
looking at culture is through the lens of different types of dimensions whereby cultures 
essentially differ. For example, Hofstede et al. (2010, p. 31) define four types: power 
distance, collectivism versus individualism, femininity versus masculinity, and uncertainty 
avoidance.  
 
Power distance relates to how two individuals relate to each other. As defined by Hofstede 
(2001, p. 83): “Power distance is a measure of the intrapersonal power or influence 
between B and S as perceived by the less powerful of the two, S.”. Here, B stands for boss, 
and S stands for subordinate (Hofstede, 2001, p. 83). Individualism vs. collectivism 
basically deals with how individuals relate to others within society, and the norms that 
prevail within it (Hofstede, 2001, pp. 209-210). In regards to masculinity vs. femininity, a 
society can differ on the notion of what is considered more important, where generally a 
feminine society place more importance on achieving social goals, whereas masculine 
societies are more inclined to focus on, for example, careers and so forth (Hofstede, 2001, 
p. 279). Lastly, uncertainty avoidance is a concept that deals with how we get to terms with 
uncertainty (Hofstede, 2001, p. 279). 
 
As seen by the table below, Nordic nations are considered to be rather low in regards to 
power distance; lie in the middle to top range in regards to individualism; be of more 
feminine persuasion; and lastly range from the mid to the low in regards to uncertainty 
avoidance.  What defines these characteristics then? A low PDI generally means, in our 
context, for example that an organization is decentralized and authority is not with one 
single person (Hofstede, 2001, p. 107). A highly individualistic society usually means that 
generally one’s own responsibility is considered of more importance (Hofstede, 2001, pp. 
226-227; 251). A feminine society puts value on relationships, cooperation and personal 
life (Hofstede, 2001, pp. 298-299).  Lastly, a low uncertainty avoidance generally means 
that a society is open to change, risks and uncertainty (Hofstede, 2001, pp. 160-161). These 
are all important aspects to consider in the analysis of corporate social responsibility, and 
its dissemination in the Nordic nations. Overall, there are practical differences in how these 
nations deal with corporate social responsibility, but it has been shown that regardless of 
this it is rooted in norms and ideas that they generally share (Gjølberg, 2010, p. 221). It has 
also been noted that it is mainly viewed as something that is relevant in the context of 
operations abroad (Gjølberg, 2010, pp. 221-222). 
 

Table 1 - Cultural Values: Nordic Nations 

PDI IND MAS UAS 
Low Collectivism Femininity Low 

Denmark: 18 Finland: 63 Sweden: 5 Denmark: 23 

Sweden: 31 Norway: 69 Norway: 8 Sweden: 29 

Norway: 31 Sweden: 71 Denmark: 16 Norway: 50 

Finland: 33 Denmark: 74 Finland: 26 Finland: 59 

High Individualism Masculinity High 

Hofstede (2001, p. 87) Hofstede (2001, p. 215) Hofstede (2001, p. 286) Hofstede (2001, p. 151) 
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3.3. Firm-Level Theory 
As the intention is to ascertain whether a shift in logic has occurred in relation to the 
environment of the firms, it is important to clarify the different prevailing firm-level logics 
that have been prevalent so as to frame the changing logic. As such, this section covers 
agency theory, and then moves onwards to stakeholder theory and its history, then a 
combination of the two in stakeholder-agency theory, and lastly the model of the 
enlightened stakeholder. In addition to this, criticism of agency theory as well as 
stakeholder theory is covered, so as to highlight the relevant failings of each of these two 
prominent theories. Lastly, the section also covers the relevant literature relating to 
corporate social responsibility as well as environmental, social, and governance.  

3.3.1. Agency Theory  
To understand agency theory, it is necessary to review what is meant by agency costs in the 
economic literature. As a starting point, there are two important actors, the principal and the 
agent, in which both are part of what can be seen as a contract (Jensen & Meckling, 1976, 
p. 308). In this case, it is assumed that the individual possesses both risk aversion and self-
interest (Eisenhardt, 1989, p. 59). Here, the situation is that the principal has contracted the 
agent to do some work for him or her (Jensen & Meckling, 1976, p. 308). As such, this 
means that the principal has instilled the agent with the power to take decisions for him or 
her, which can lead to potential issues if both of the actors have a wish to maximize their 
own utility (Jensen & Meckling, 1976, p. 308). Basically, it can be seen from a standpoint 
where the two essentially disagree on fundamental aspects such as risk as well as goals 
(Eisenhardt, 1989, p. 59). This relation can then lead to conflicts between the two, and the 
principal acknowledges this by then making sure that agent's incentives are aligned with his 
or hers (Jensen & Meckling, 1976, p. 308). These conflicts can arise from either a 
difference in attitude towards risk, or simply that it can be troublesome for the principal to 
ascertain whether or not the agent has acted in line with what the principal desires 
(Eisenhardt, 1989, p. 58). 
 
The alignment of incentives is achieved by monitoring the agent, but also by having the 
agent pay something called bonding costs, which essentially is a way for the principal to 
disincentivize the agent from acting in ways that are harmful and against the will of the 
principal (Jensen & Meckling, 1976, p. 308). Lastly, it is necessary to state that apart from 
the cost of monitoring and bonding, there is also a cost that Jensen and Meckling (1976, p. 
308) call residual cost, stemming from the fact that even though these above mentioned 
costs are incurred, it is likely that the actions of the agent will not always be fully utility-
maximizing for the principal. As such, there is a welfare loss for the principal, and this is 
referred to as a residual loss (Jensen & Meckling, 1976, p. 308). Issues relating to agency 
costs can be applied in many situations. For example, agency theory can be applied to the 
relationship between the management of a firm and the owners of said firm (Jensen & 
Meckling, 1976, p. 309). However, this is not the only setting it can be applied to, but also 
on both macro- as well as micro-level in relation to for example regulatory aspects as well 
as more individual issues relating to the actions of individuals within a firm (Eisenhardt, 
1989, p. 58). 
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Ultimately, the focus of agency theory lies around the construction of a contract that 
accounts for these potential issues and specific characteristics of the actors, in this case the 
principal and the agent, involved in the contract (Eisenhardt, 1989, p. 58). Important to note 
here is that agency theory builds around the idea of the firm as a nexus of contracts, in 
which the firm should not be viewed as an individual with specific motives for its actions 
(Jensen & Meckling, 1976, p. 311). As such, the question that is intended to be answered is 
how to achieve the most efficient relationship between the two (Eisenhardt, 1989, p. 58).  
 
Critique of Agency Theory 
It has been acknowledged by some scholars that agency theory, despite its prominence in 
academic circles, lack both explanatory as well as predictive powers (Ghoshal, 2005, p. 80). 
In connection to this is the criticism that the theory has garnered for assumptions that are 
not wholly realistic; for example it is argued that actors are often taking on both the role of 
principal and agent, which likewise complicates the picture much more (Shapiro, 2005, pp. 
266-267). Following the theory, one would imagine that by ensuring that the incentives of 
the agents are aligned with the principals, one would achieve a fruitful outcome in 
accordance with what the theory states (Ghoshal, 2005, p. 80). However, it has been shown 
that this has not been the case in relation to performance when, for example the way boards 
are composed or how leadership roles are differentiated in said boards are studied (Ghoshal, 
2005, pp. 80-81).  
 
It has also been argued that one of the underlying reasons behind some of the large 
corporate scandals in the early 2000s, as seen in the United States, stem from the intense 
focus of firms on the maximization of shareholder value without taking into consideration 
the impact that this objective has on the stakeholders that the firm has (Kochan, 2002, p. 
139). Similarly, in other fields of study where agency theory has been applied there has 
been more focus on framing the issue within a specific social context to account for the fact 
that the world is a much richer environment than the theory in itself explains it to be 
(Shapiro, 2005, p. 269).  
 
An excessively high amount of effort has been put towards solving what can be seen as 
negative problems (Ghoshal, 2005, p. 87). These negative problems are or can be seen from 
the view that, for example, that individuals are imperfect beings (Ghoshal, 2005, p. 77). 
This can, from a practical standpoint, be seen as dangerous as once a theory gains 
prominence, it will be adopted and gain legitimacy in the field that is studied, subsequently 
leading to the imitation by the managers of the behavior described in the theory (Ghoshal, 
2005, p. 77). 
 
As can be seen, agency theory has been widely criticized by scholars. Worthwhile to note is 
the extensive focus and prominence of agency theory over a long period time in academia, 
and the fact that this has had implications for the way managers as well as firms behave. 
Criticism leveled against it implies that it does not capture all of reality and how human 
beings act. Couple this with the fact that it has been prominent within academia, and 
subsequently also very prominent in the business world, it is important to consider this 
theory in relation to the shifting institutional logic.   
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3.3.2. Stakeholder Theory 
“Stakeholder theory is a theory of organizational management and ethics.” (Phillips & 
Freeman, 2003, p. 480). Important to note is the fact that the theory itself is built around the 
notion that values and morals matter in the management of an organization (Phillips & 
Freeman, 2003, p. 481). As such, the theory asks two questions that are important for 
understanding it, namely what the function of the firm is and what its duty is to its 
stakeholders (Freeman et al., 2004, p. 364). In itself it offers a different view of the firm 
and its actions compared to agency theory. Donaldson and Preston (1995, pp. 66-67) 
presents it from four different perspectives: descriptive, instrumental, normative and 
managerial. Hereby, this section will cover these four different perspectives. 
 
Stakeholder theory is descriptive in the sense that it describes the firm through the fact that 
various stakeholders utilize it to fulfill their own distinct interests, interests that do not 
always align with their peers (Donaldson & Preston, 1995, p. 70). Some examples of 
stakeholders range from groups such as shareholders to civil society (Hill & Preston, 1992, 
p. 133). These stakeholders are important to the firm in the sense that they have something 
that the firm desires, such as resources, and the stakeholders then demand something in 
compensation for yielding that resource to the firm (Hill & Preston, 1992, p. 133).  The 
notion is that a firm has key stakeholders that they need to acknowledge as they possess the 
ability to both prevent a firm from doing certain things that relate to its objectives, but also 
the fact that these stakeholders hold critical resources that can be of help in achieving these 
objectives (Phillips & Freeman, 2003, p. 481).  
 
There is also instrumentality in the theory in as such that it gives the user of the stakeholder 
theory a framework from which the user then can utilize to assess whether or not the use of 
stakeholder management leads to superior firm performance or not (Donaldson & Preston, 
1995, pp. 66-67). The main focus of stakeholder theory lies in the fact that the theory is 
largely a normative one where the user of the theory acknowledges that the interests of 
stakeholders in relation to the firm matter (Donaldson & Preston, 1995, p. 67). Lastly, 
stakeholder theory forms the basis for stakeholder management, as it suggests ways for 
management to behave, for example in terms of how to approach and act in regards to the 
stakeholders of the firm (Donaldson & Preston, 1995, p. 67).    
 
Enlightened Stakeholder Theory 
In opposition to the issues posed by stakeholder theory, Jensen (2002, p. 245) forwards the 
idea of enlightened value maximization whereby it is argued that while value maximization 
should be the goal of the firm and what we ultimately evaluate it on, it does not provide the 
whole picture. In the enlightened stakeholder theory it is further argued that to maximize 
the long term value of the firm, the firm has to take its stakeholders into consideration, but 
that the goal of maximizing the value of the firm will give the management a chance to 
decide which of these stakeholders are the most important to the goal of the firm (Jensen, 
2002, p. 246). Stakeholders have different goals, and ensuring that all of them are satisfied 
completely with the firm itself is argued to be impossible if the firm is to succeed with its 
goal of value maximization (Jensen, 2002, p. 246). Thereby, this approach can be seen as a 
compromise between the more classical view contra the stakeholder view (Bird et al., 2007, 
p. 203). As such, while keeping to the long term market value as the objective function, this 
allows the management of a firm to evaluate the tradeoffs that stem from satisfying some 
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stakeholders and not others while keeping the shareholders in mind (Jensen, 2002, p. 246; 
Bird et al. 2007, p. 203). 
 
Critique of Stakeholder Theory 
As with agency theory, stakeholder theory has faced considerable criticism. Sternberg 
(1997, p. 4) stated the following: “The first thing to be said against stakeholder theory is 
that whatever else it may be, it is not a model of, or even compatible with, business”. There 
has been criticism pointed towards the stakeholder theory based around the notion that it 
does not live up to the requirements of a theory. For example, it is deemed to lack 
explanatory power in relation to how a firm behaves, nor does it sufficiently clarify the 
processes or the linkages between stakeholders and the firm itself, and it has also been 
argued to miss the complexity inherent with explaining the actions of firms and 
stakeholders within its environment (Key, 1999, pp. 320-323). It is based around the idea 
that stakeholder theory builds its foundations upon the balancing of benefits to stakeholders 
(Sternberg, 1997, p. 4). As such, Sternberg argues that it goes against everything that 
business has traditionally been (1997, p. 4). 
 
Furthermore, Sternberg (1997, pp. 3-4) argues that there has been a shifting view of the 
meaning of what a stakeholder amounts to, going from being originally defined as 
necessary for the survival of the firm, to a view of stakeholders being those that are directly 
impacted by a business (Sternberg, 1997, p. 3). Thereby, in the view of Sternberg (1997, p. 
4), almost anyone in the world can be considered to be a stakeholder to a firm based around 
the notion that the people are now more interconnected than ever before. In addition to that, 
Sternberg (1997, pp. 4-5) argues that the actual balancing of stakeholder objectives is 
impossible due to the way that the definition of the stakeholder has evolved over time, and 
that the theory in itself does not provide any indication of how such a balance can be struck. 
It is furthermore argued that because of the vague notion of accountability, in the sense that 
a firm has to be accountable to all its stakeholders whilst stakeholders in itself can be 
almost everyone, stakeholder theory is unsuitable as a guiding theory for corporate 
governance (Sternberg, 1997, p. 5). As such, the view is that the theory in itself does not 
provide the firm with a clear objective goal that it can be held accountable for (Bonnafous-
Boucher & Porcher, 2010, p. 208; Jensen, 2002, p. 241; Sternberg, 1997, p. 5).  
 
As with agency theory, stakeholder theory has been extensively criticized as well which can 
be seen from the articles above. Primarily, the criticism stems from the widely differing 
view of what a stakeholder amounts to as well as the issue of what the objective of the firm 
ought to be. Some criticism has been leveled against the theory on the basis of a lack of 
theoretical underpinnings. The theory has also been very prominent in academia as well as 
the business world, and therefore it is also critical to answering the research question. As a 
theory, it has also furthered the notion that firms have stakeholders that it needs to consider 
in conducting business (Key, 1999, p. 323). As such, it is vital to the foundations of this 
thesis. Furthermore, extensions of the theory has been made in different forms, as can be 
seen through the stakeholder-agency model (Hill & Jones, 1992) and through the 
enlightened stakeholder model (Jensen, 2002). After some deliberation, only the 
enlightened stakeholder model was included into the theoretical framework. The reasoning 
behind this being that the focal point of the thesis lies in exploring simply the agency logic, 
and the stakeholder logic, and therefore the two original theories are considered to be the 
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best to highlight this issue and connect to as well, but that the enlightened stakeholder 
model does provide a perspective fitting to the question at hand. .   

3.3.3. Corporate Social Responsibility & The Firm 
The concept of corporate social responsibility can be traced back to the 1930s and 1940s 
(Carroll, 1999, pp. 268-269). In the 1950s, the concept had evolved somewhat, but was 
often called social responsibility rather than the modern name for the concept (Carroll, 
1999, p. 269). Corporate social responsibility was first formally defined by Bowen (1953) 
which was “It refers to the obligations 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” (Bowen, 1953, p. 6, cited in Carroll, 1999, p. 270). 
Davis (1960) suggested that corporate social responsibility should be seen from the 
perspective of the management and also argued that the concept itself had ambiguous 
meaning (Davis, 1960, p. 70 cited in Carroll, 1999, p. 271). Davis (1960) defined corporate 
social responsibility as “businessmen’s decisions and actions taken for reasons at least 
partially beyond the firm’s direct economic or technical interest”  (Davis, 1960, p. 70 cited 
in Carroll, 1999, p. 271). McGuire (1963) came up with a broader definition of corporate 
social responsibility, where he stated that apart from their economic and legal obligations, 
corporations also have responsibilities that relate to the wellbeing of society (Carroll, 1999, 
p. 271-272).  
 
Harold Johnson (1971) argued for several different views of corporate social responsibility; 
the first view considers the interests of multiple groups and that business is carried out 
inside a socio-cultural system; the second view considers social responsibility as a tool for 
achieving long-term profitability; the third view is about taking into account multiple goals, 
such as the welfare of stakeholders, than the traditional goal of profit maximization; and the 
fourth view suggests that there are firms that view the issue as important only after having 
achieved certain goals, for example financial goals (Johnson, 1971, p. 51:54:59:68:73, cited 
in Carroll, 1999, p. 273-274). In 1980, Jones (1980) argued that CSR should be seen more 
as a process and thereby contrasting it with previous views of it where it was seen more of 
as a set of outcomes (Jones, 1980, p. 65, cited in Carroll, 1999, p. 285). During 1980s 
several models and framework for operationalization of CSR has been proposed by 
different researchers, which contributed to the development of the concept of CSR (Carroll, 
1999, p. 284-286).  
 
Aguinis and Glavas (2012, p. 933) argue, in their literature review of the subject of 
corporate social responsibility, that there are many differences in the views taken based 
around the fact that researchers take different theoretical and conceptual standpoints to the 
concept. Furthermore, it is argued that corporate social responsibility has generally been 
looked at from a macro perspective, leaving out a gap relating to the issue at the level of the 
individual, as well as from multiple levels of perspective (Aguinis & Glavas, 2012, p. 933). 
Turker (2009, p. 412) in his study also mentioned in spite of having a large amount of 
studies in the field of CSR it is still difficult to come up with a concrete definition of CSR. 
As can therefore be seen from the literature, there are many different views of what the 
concept is actually about, and what it is not about. For this study, however, the authors take 
the view of the European Union. This is one of the most cited definitions of corporate 
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social responsibility, which defines the issue in the following manner: “a concept whereby 
companies integrate social and environmental concerns in their business operations and in 
their interaction with their stakeholders on a voluntary basis.” (European Commission, 
2001, p. 6).  

3.3.4. Current Trend of Corporate Social Responsibility 
As firms have started to become international in scope it can be argued that they are now 
acting on a global market that spans several different jurisdictions which ultimately 
complicates the issue of accountability (Cadbury, 2006, p. 6). Members of society are more 
concerned than before about the activities of the firms as a consequence of different 
disastrous and fraudulent activities caused by irresponsible and unethical behavior by firms 
(Cadbury, 2006, p. 6). Different non-profit organizations that are working for the well 
being of the society are raising concern regarding the behavior of the companies that also 
create pressure on companies to act socially responsibly (Cadbury, 2006, p. 6-7). This is 
also connected to the markets at large, whereby it has been evidenced that there has been a 
sharp increase in the demand for environmental, social and governance information (ESG) 
(Eccles et al., 2011, p. 113).  Cadbury (2006, p. 7) also argued that today there is more and 
more focus on how firms deal with, for example, waste and external costs in general from 
their operations. Bénabou and Tirole (2010, pp. 1-2) further highlight that there are several 
reasons for the growth of corporate social responsibility, among these being the rise of 
global warming, the speed which information about the operations of firms travels, and so 
forth. 
 
These days there is an increasing movement of focus towards individuals as well as firms 
and their role in regards to solving social issues (Bénabou & Tirole, 2010 p. 1). This can 
ultimately be seen from the trends in the financial markets, whereby phenomena like 
socially responsible investing (SRI) have become increasingly important and entrenched 
(Ioannou & Serafeim, 2014, p. 1057). SRI is not a young concept as it can be traced back to 
religious law, but ultimately it became popularized in the politically heated era of the 1960s 
(Schueth, 2003, pp. 189-190). While originally being heavily focused on ethical issues, 
there has now been a larger movement towards the development of rating methods where 
factors such as environmental, social and governance (ESG) are included (Ioannou & 
Serafeim, p. 1057). One of the reasons behind this is that there has been a significant 
growth in the importance of intangible factors when calculating the value of a firm (Eccles 
et al., 2011, p. 114).  
 
Why then, has the focus on CSR increased so heavily? Bénabou and Tirole (2010, p. 1) 
argues that, among other things, that there is now a wealth of information available of the 
actions of firms; that it spreads fast; and that there is now a growing awareness of 
sustainability issues such as climate change. Furthermore, they argue that the reason behind 
these actions are several, whereby one is that governments at times do not do their jobs, and 
that specific economic agents want to influence society and encourage firms to live up to 
the values that they themselves hold (Bénabou & Tirole, 2010 p. 1). After the crisis, it was 
for example evidenced in Spain that there was a large rise in the volume of corporate social 
responsibility reporting (Antonia García-Benau et al., 2013, p. 1539). However, issues have 
been raised in regards to different types of ratings relating to corporate social responsibility. 
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For example, firms generally work heavily with what can be called positive corporate social 
responsibility, but are not as good at dealing with negative aspects of the concept (Scalet & 
Kelly, 2010, pp. 76-77). In relation to this, the different types of rankings that exists on the 
issue appears to have little effect on changing this type of behavior from the side of the firm 
(Scalet & Kelly, 2010, p. 78).   
 
Historically, there is evidence for shifts in institutional logic, as shown in a study by 
Westphal and Zajac (2004, p. 449), whereby the reaction to specific occurrences on the 
financial markets change over time.  Similarly, Ioannou and Serafeim (2014, p. 1071) argue 
for this as well, by showing how sell-side analysts recommendations, in the US, of firms 
that are highly rated in regards of CSR change over time, by slowly becoming more 
positive in their recommendations. As such, the way that actors on the financial markets see 
certain policies taken by firms appear to be subject to attitudes and values that are 
prevailing at the time, and that as these change, the way they are viewed are also 
subsequently changed. Over time, the view of corporate social responsibility has thus 
changed among actors on the financial markets, as seen by the efforts relating to SRI and 
ESG disclosures.  

3.3.5. The Case For Corporate Social Responsibility 
Traditionally, corporate social responsibility has been considered as a cost as it is has been 
viewed as not being in line with the goal of maximizing the value for the shareholders since 
resources are expended to create value for other stakeholders (Fatemi et al., 2015, p. 182). 
Stakeholder theory presents a different view of the situation, whereby corporate social 
responsibility plays a key role in the operations of the firm (Fatemi et al., 2015, p. 182). 
These days, the two concepts have become intertwined, providing a viewpoint where it is 
viable to create the value that shareholders are after while still considering what the other 
stakeholders of the firm are looking for (Fatemi et al., 2015, p. 183). According to Cadbury 
(2006, pp. 5-6) CSR is used as a tool for the companies to think from a wider perspective of 
the society or at least restrain them to think only about their narrow goals of economic 
profitability. However, there has been a discussion of whether or not there exists a business 
case for corporate social responsibility, or whether or not it is simply a cost for the firm in 
an attempt to give back to society (Bénabou & Tirole, 2010, p. 9). 
 
Why then do firms engage in corporate social responsibility? One of the views of the issues 
is that because markets are not perfect, and governments are unable to step in and provide 
solutions to these issues, this leaves an opportunity for firms themselves to try to solve 
these imperfections (Crifo & Forget, 2015, p. 113).  However, there are numerous views of 
this. Bénabou and Tirole (2010, p. 9-12) presented what they call three different visions of 
corporate social responsibility. The first one they call “win-win (‘doing well by doing 
good’)” which essentially forwards the view that a firm can perform well financially by 
being socially responsible (Bénabou & Tirole, 2010, p. 9). This is supported by Crifo and 
Forget (2015, p. 119), who highlight that CSR can be a way for a firm to gain an advantage 
to its competitors. It is argued that this can be seen in two distinct different ways, whereby 
in one sense it relates to firms adopting a long-term perspective of the issue to combat 
short-termism, but in a second sense that adopting a corporate social responsibility policy 
may be done for strategic reasons (Bénabou & Tirole, 2010, pp. 9-10). For example, it is 
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argued that in line with this second view, a firm might pursue corporate social 
responsibility simply to look better and avoid scrutiny from society and regulators 
(Bénabou & Tirole, 2010, p. 10). This view is also noted by Crifo and Forget (2015, pp. 
119-120), and that a CSR strategy can be seen as a strategic intangible asset.  
 
It is argued by McWilliams and Siegel (2001, p. 119) that there are two groups of 
stakeholders that primarily demand that firms follow a CSR-strategy, and the first one are 
consumers in themselves, and the second consists of other stakeholders. Crifo and Forget 
(2015, p. 117) highlight this notion as well, and the considerable effect that societal 
pressures have on the adoption of CSR. Falck and Heblich (2007, p. 248) has taken a view 
which is in line with the long-term view whereby the concept is seen as a way for the firm 
to invest in itself. As another example, Bénabou & Tirole (2010, p. 10) bring up the notion 
of a firm saving funds by lowering standards on pollution or work place safety so as to in 
the short-term perspective increase the profitability of the firm, however, this also 
ultimately leads to risks relating to potential loss of customers, lawsuits and so forth. Falck 
& Heblich (2007, p. 248) also argued for the value of corporate social responsibility, seeing 
it from several perspectives: in regards to the supply side, they argued that it was an 
important factor for ensuring that employees want to work for the firm; from the demand 
side they saw it as a way to enhance the value of the brand of the firm.   
 
The second vision is called “delegated philanthropy” and is based around the notion that 
the stakeholders of a firm may have an interest in said firm giving back to society (Bénabou 
& Tirole, 2010, p. 10). This can, for example, be done by investors themselves through the 
venue of socially responsible investing; employees through demanding that the firm 
upholds to certain criterias relating to social responsibility; and as delegated by directors 
themselves (Crifo & Forget, 2015, pp. 120-122). An individual stakeholder could do this 
themselves, but it can be argued that the firm is better placed to do so since they have an 
advantage in regards to information as well as in regards to their relationships with key 
groups, which ultimately lowers transaction costs (Bénabou & Tirole, 2010, p. 10). This 
vision can also be seen from the perspective of a firm that chooses to avoid certain 
practices, which could for example relate to pollution (Bénabou & Tirole, 2010, pp. 10-11). 
This is common, as firms like to frame that they are behaving in a certain manner, for 
example by the notion of disseminating that they are living up to fair trade standards 
(Bénabou & Tirole, 2010, p. 11). Stakeholders do exert pressure on firms, as shown by 
Stevens et al. (2005, p. 191) who found that when market stakeholders, such as suppliers, 
customers, shareholders and so forth are strong, then senior financial executives will be 
more likely to utilize ethical codes of conduct. However, this was not seen in relation to 
non-market stakeholders such as the state or regulatory agencies, and the authors argue that 
this stems from the fact that market stakeholders are likely to be able to apply more 
pressure due to their ownership of resources that the firm must have to survive (Stevens et 
al., 2005, p. 191). However, there is also the case that firms may not be truthful in what 
they say about their socially responsible behavior (Bénabou & Tirole, 2010, p. 11).  
 
The third vision is called “insider-initiated corporate philanthropy”, and is basically 
relating to socially responsible behavior that comes from the leadership of the firm’s wish 
to give back to society in some form (Bénabou & Tirole, 2010, p. 11). This can be achieved 
by donating money to different organizations, and can potentially lead to issues for the 
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governance of the firm, such as by dissatisfying shareholders and in the long run creating 
difficulties in gaining investors (Bénabou & Tirole, 2010, pp. 11-12).  
 
Value-Relevance of CSR 
In one of the earlier studies that set out to test the connection between corporate social 
responsibility and financial performance, no positive connection was found between the 
two, meaning that in the long term it did not garner any specific benefits to the firm 
focusing on these matters (Aupperle, et al., 1985, pp. 459-460). In 2003, Orlitzky et al. (p. 
403) looked at 52 studies for a meta-analysis to find the relationship between CSP and CFP 
and they concluded that there exists a positive relationship between CSP and CFP and that 
it was greater than the other researchers believe. Unlike Orlitzky et. al. (2003), Nelling & 
Webb (2010, p. 198) concluded in their study that the relationship between CSR and CFP is 
not as significant as it used to be believed by other researchers.  
 
As of lately, Martínez-Ferrero & Valeriano Frías-Aceituno (2015, p. 29) highlight that there 
is in fact a positive significant connection between corporate social responsibility and 
financial performance. This is also generally the finding of Friede et al (2015, pp. 210-212).  
Furthermore, it has been shown that better financial performance also generally leads to a 
greater focus from the side of the firm on corporate social responsibility (Martínez-Ferrero 
& Valeriano Frías-Aceituno, 2015, pp. 29-31). Lastly, it is necessary to note that it has been 
shown by Lu et al. (2014, p. 204) that the relationship between CSP and CFP can still not 
be considered to be clear. What they also note is that over time there has been a trend 
towards examining the issue from different disaggregated aspects of CSP as well as from 
different types of contexts (Lu et al. 2014, p. 204).  
 
In a study of the US and European stock markets, it was shown that corporate social 
responsibility does matter for the performance of a stock when comparing to their sector 
peers, thereby providing evidence for a link between financial performance and corporate 
social responsibility (von Arx & Ziegler, 2014, pp. 989-990). This relation was also 
stronger in the US stock market, whereby the authors posit that this could stem from 
differing traditions in regards to CSR and SRI in these markets (von Arx & Ziegler, 2014, 
pp. 989-990). A similar effect was shown in Spain, but based around environmental 
reporting, whereby it was evidenced that information of financial and environmental nature 
was value relevant, while this was not the case for non-financial information (Moneva & 
Cuellar, 2009, p. 453).  
 
According to Lindgreen and Swaen (2010, p. 4) firms rationalize their CSR activities only 
if contributes to the profitability of the business and this is narrow view of CSR whereas 
from a broader perspective firms will find any direct and indirect relation of CSR with their 
performance and it will help them to get the most out of CSR activities. Gregory et al. 
(2014, p. 654) point out that there is value in following a corporate social responsibility 
strategy, because in the long run firms that do so generally appear to have higher abnormal 
earnings. Having a proper CSR strategy can help companies to achieve their social and 
economic goals but the consequence of CSR activities on firms performance depend on 
different variables and circumstances that exist in the environment where a company 
operates (Lindgreen & Swaen, 2010, pp. 4-5).  
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The size of the firm itself has also been shown to have an impact in relation to the financial 
environmental reporting, where larger firms are more troubled by it because they are 
generally disclose more information (Moneva & Cuellar, 2009, p. 454). In relation to size, 
it has also been shown that the act of being socially responsible generally leads to lower 
costs of equity for firms considered to be small, while large firms with little focus on social 
responsibility generally are plagued by much larger cost of equity (Girerd-Potin et al. 2015, 
p. 576). However, Van Beurden and Gössler (2008, p. 13) note that the size of the firm 
matters, but also argues that its link to CSP and CFP is not entirely clear. 
 
In a study from 2014 (Eccles, et al., p. 2853) it is shown that firms that focus on CSR 
matters, and perform well in terms of these, perform better in regards to the financial 
markets as well as in terms of accounting measures. Similarly, Cheng et al. (2014, p. 16) 
show that firms that perform better in terms of CSR are less likely to face hindrances in 
their search for capital. The reasoning behind this is that these firms are argued to be more 
transparent about their business activities and have better relationships with their 
stakeholders, in turn reducing the potential agency costs of entering an agreement with said 
firm (Cheng et al. 2014, p. 16). Similar results are showed by El Ghoul et al. (2011, pp. 
2400-2401) who found that high performers in regards to CSR have lower cost of equity, 
which subsequently means that their costs to finance themselves are lower.  This relates as 
well to the fact that it has been shown that corporate social responsibility and credit ratings 
are connected, whereby good performance leads to better credit ratings (Attig et al. 2013, 
pp. 690-691).  
 
This impact of corporate social responsibility on credit ratings is also showcased by 
Jiraporn et al. (2014, p. 524), but they also show that firms that are operating in the same 
locality are often very similar in their CSR policies. Additionally, in relation to risk, it has 
been highlighted by Kim et al. (2014, p. 6) that being socially responsible can help reduce 
the potential risk of a stock price crash for a firm. Godfrey (2005, p. 777) found out in their 
study that CSR can act as insurance for the relationship-based intangible assets of the firm 
and it results in increasing shareholders value. Girerd-Potin et al., (2015, p. 575) identifies 
three broad different groups of stakeholders, namely financial, business and societal. What 
they identify is that investors view the neglect of these different stakeholders in a different 
light, where the two largest risk premiums are related to the financial and business 
stakeholders (Girerd-Potin et al., 2015, p. 575). What is also shown is that there is a gradual 
growth of these risk premiums over time (Girerd-Potin et al., 2015, p. 575). Rather 
interestingly, it was also spotted that in 2008 the growth of the risk premium relating to the 
societal stakeholders began growing noticeably (Girerd-Potin et al., 2015, pp. 575-576). 
 
Berthelot et al. (2012, pp. 358-360) show that investors in the Canadian context appear to 
value separate sustainability reports that are issued by some firms because this appears to 
lead the firms to be traded at a premium. Similarly, Lourenço et al. (2014, p. 25) show that 
the market values as well as the net incomes of firms that are leading in sustainability are 
higher compared to those that are not considered to belong to that group. In addition to this, 
it has been highlighted that there is a positive effect of corporate sustainability on the actual 
market value of a firm (Lo & Sheu, 2007, p. 355).  
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It has also been highlighted in the French context that the affiliation with UN Global 
Compact is seen as valuable by investors (Coulmont & Berthelot, 2015, pp. 153-155). This 
is also in line with what has been shown previously, for example that individuals who have 
knowledge about CSR actions of firms, compared to those that do not, are more eager to 
also invest in them (Sen et al., 2006, p. 164). In a similar vein, it has been shown in an 
event study that being included in a sustainability index, as well as excluded leads to short-
lived increases (inclusion) and decreases (exclusion) in stock returns (Cheung, 2011, p. 
160). In the view of Consolandi et al. (2009, p. 195) the inclusion into one of these indexes 
can be viewed as a type of confirmation that a firm is performing well in regards to 
sustainability, and the opposite of it when excluded. In a similar vein to this, Becchetti et al. 
(2012, p. 1635) show that the effect on the abnormal returns of being excluded from such 
an index has increased over time.  
 
Institutional Contexts 
However, it stands to be noted that it has been also evidenced in different contexts that this 
type of information is not valued by investors. Hassel et al. (2005, p. 56) finds a negative 
relation on the market value for firms that are high-performers in regards to environmental 
standards in the Swedish context. As such, it is of importance here to also highlight the 
findings of Cormier and Magnan (2007, pp. 622-623), who noted that national contexts are 
important to consider because of institutional differences. Their study showcased that 
differences existed between the Canadian and German context in relation to the value 
relevance of financial and non-financial information and its connection to the market value 
of a firm (Cormier & Magnan, 2007, p. 622-623). Van Beurden and Gössling (2008, p. 
419) note that ultimately it has become easier to compare firms based on their CSP because 
CSR has become increasingly institutionalized. 
 
Industrial Differences 
Different industries have been showcased to be affected differently by reporting on 
environmental issues, which for example is evidenced by Moneva and Cuellar (2009, p. 
454) where it is shown that firms that pollute more are subsequently also more heavily 
impacted by both non-financial and financial environmental information when looking at 
their market value than those that pollute less. This can be coupled by the fact that it has 
been shown that corporate social responsibility, for example, in controversial industries is 
valuable for firms because it works as a tool for risk reduction (Jo & Na, 2012, p. 452).  
 
This can be connected with the finding of Cai et al. (2012, p. 477) who found that corporate 
social responsibility is value-enhancing in regards to its firm value for firms considered to 
be controversial. Furthermore, it has been shown that firm value in general is strengthened 
by the adoption of corporate social responsibility (Jo & Harjoto, 2011, p. 375). Lock and 
Seele (2015, p. 125) show that in the German and Swiss context there are differences in the 
extent of corporate social responsibility reporting between the chemical, insurance and 
financial industries. Similarly, it has been shown that there are substantial differences 
between industries, and therefore one needs to take this into consideration when exploring 
the link between CSP and CFP (Van Beurden & Gössler, 2008, p. 13). 
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3.4. Individual-Level Theory: The Financial Analyst 
While the previous sections focuses on societal and firm-level theory, this section brings up 
relevant theoretical underpinnings relating to the analyst and their functioning within the 
financial markets. Specifically, the focus lies on the importance that the analyst has in 
disseminating information to the ordinary investor. Highlighting this is important in regards 
to answering the research question. 
 
The Financial Analyst 
Among the key actors in the financial markets are the stock analysts that work with the 
gathering, processing and finally the distribution of information on publicly listed firms 
(Ivković & Jegadeesh, 2004, p. 434). Their recommendations and forecasts are considered 
to be highly valuable, and are therefore bought by many interested parties that operate in 
the financial markets (Ivković & Jegadeesh, 2004, p. 434). Analysts are also important to 
the companies in themselves, as they seek to have good relationships with them (Fiesler, 
2011, p. 133). This value stems from the view that analysts are experts at understanding the 
large amounts of information that these publicly listed firms publish, but also that they are 
capable at gathering private data that the public does not have access to (Ivković & 
Jegadeesh, 2004, p. 434).  Analysts also compare the strategies between different firms, and 
connect these to the trends in the immediate environment, so as to ascertain their future 
prospects (Fiesler, 2011, p. 137). As argued by Covrig and Low (2005, p. 1438) financial 
analysts play an important role for investors. This is the view of Brown et al. (2015, p. 2) as 
well in relation to sell-side analysts. For example, in studying the Japanese financial 
market, it has been found that financial analysts are key to disseminating what is actually 
value-relevant to investors (Covrig & Low, 2005, pp. 1461-1462). Furthermore, it is argued 
that they play an even more important role to investors in the case where standards of 
reporting are of substandard quality (Covrig & Low, 2005, p. 1462). In essence, the 
following quotation from a financial analyst highlights their importance (Brown et al., 
2015, p. 19): 

“In private conversations with management, you get details 
that they’re not necessarily going to go into on a public call 
with investors. They might be more willing to share that with 
us because we can then go to clients and say, ‘This is our 
understanding of the situation. This is what the company says; 
this is what we think.’ It’s a way for them to broadcast. We’re 
sort of like a megaphone for them.” 

  
Stock Recommendations & Usage of Financial Information 
In essence, the stock recommendations in themselves have been shown to possess value, as 
highlighted by Womack (1996, pp. 138-139). It is evidenced that in the short term, in this 
case over a three-day period, a buy recommendation implies a subsequent increase in the 
price of a stock, and the opposite holds for a sell recommendation (Womack, 1996, p. 138-
139). Jeegadesh et al. (2004, pp. 1084-1085) highlight this as well, whereby a positive 
recommendation of a firm do better in comparison with firms that they have issued a 
negative recommendation for. Seen from a longer time horizon, it is also evidenced that 
over a month the buy recommendation leads to a relatively small but economically 
significant increase in the return of a stock (Womack, 1996, p. 138). In the case of a sell 
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recommendation, a similar decrease was shown but over a six month period (Womack, 
1996, p. 138). Worth noting here is that buy recommendations were seven times more 
common than a sell recommendation, and a sell recommendation also produced a much 
greater reaction in terms of size of the return (Womack, 1996, p. 164). To further highlight 
the power behind the analyst and their recommendations, it was shown by Jeegadesh et al. 
(2004, p. 1085) that when analysts upgraded their future outlook of a stock, in contrast 
when they downgraded it, the upgrade led to outperformance.  
 
Naturally, as an input to their decision of whether or not to recommend a firm or not, a 
financial analyst will utilize different measures. Jeegadesh et al. (2004, p. 1083) highlight 
that in general; analysts have a tendency to focus on those stocks that are considered to be 
expensive, highly traded in regards to volume, with high growth, and with positive 
momentum. In terms of inputs in relation to stock recommendations, Brown et al. (2015, p. 
12) note in their survey that there are numerous variables that are considered as useful by 
the analysts themselves; the main ones being (1) knowledge of an industry; (2) ones own 
forecasts of earnings; and (3) private information coming from the management of a firm. 
On the contrary to this was the notion that the stock recommendations of others, as well as 
the stock price performance in itself were notioned to not be very valuable (Brown et al., 
2015, p. 12). In regards to financial inputs, or rather models, it was evidenced that in 
regards to valuation they generally had a preference for either models based around 
price/earnings, or ones based around cash flows (Brown et al., 2015, p. 15).  
 
When producing recommendations, analysts do not solely focus on financial data to assess 
the firm, but also evaluates it based on trends in its immediate environment, which can be 
of, for example, economic, environmental and social nature (Fieseler, 2011, p. 137). Over 
time, it has been demonstrated that there has been an increase in the reporting of voluntary 
nonfinancial information. For example, Orens and Lybaert (2007, pp. 267-268) show that 
in Belgium firms have published more of this type of information due to pressures from 
actors on the financial markets. However, they also note that while there has been an 
increase in the amount of information, this has not necessarily lead to any greater use of 
said information (Orens & Lybaert, 2007, pp. 267-268). In trying to understand what the 
sell-side analysts value in regards to information, it was for example found that there are 
extensive contacts between the analysts and the management of the firms that they are 
covering, and that they value this highly in their analysis (Brown et al., 2015, p. 41).  
 
Usage of Non-Financial Information 
There are however two cases where it has appears to be relevant to the accuracy of 
forecasts, and this is in the venue of information that is forward-looking or sheds light on 
the internal structure (Orens & Lybaert, 2007, p. 268). In addition to this, financial analysts 
have been shown to use more of the non-financial information that firms produce reports on 
when there is a lack of informativeness in regards to its financial information (Orens & 
Lybaert, 2010, p. 50). It has also been showcased that in cases where a firm has high 
leverage and high volatility on its stock return, then the financial analyst will subsequently 
incorporate non-financial information to a greater extent (Orens & Lybaert, 2010, p. 50). 
Flöstrand and Ström (2006, p. 589) showed that in cases where firms report to greater 
extent non-financial information, the more of said information shows up within the 
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recommendations of the analysts. It was also shown that the size of the firm mattered 
(Flöstrand & Ström, 2006, p. 589).  
 
Some of the nonfinancial information that receives the most attention by analysts is relating 
to the environment and a firm's impact on it in regards to greenhouse gases (Eccles et al., 
2011, pp. 124-125). As an example, in Germany, it has been shown that in connection with 
environmental factors, firms that can lower their exposure to environmental risks are seen 
as more favourable investments by analysts compared to their industrial peers (Fieseler, 
2011, p. 137). Overall, since analysts work with a large sample of different firms, analysts 
look for variables, which they believe, are the best predictors of the future financial success 
of a firm (Eccles et al., 2011, p. 125). In regards to the usage of reports on CSR, evidence 
has shown that the issuance of these reports generally lead to smaller analysts’ earnings 
forecast errors, and this effect was especially strong in countries where the stakeholder 
focus is higher (Dhaliwal et al., 2012, p. 752). This effect has been evidenced to be stronger 
as well in situations where the reporting of financial information is considered to be highly 
opaque (Dhaliwal et al., 2012, p. 752). Cormier and Magnan (2015, p. 432) also highlights 
that, in the context of their study, environmental disclosures help the analyst by providing 
them more information, which subsequently helps them produce forecasts of better quality.  
 
Lou et al. (2015, p. 124) set out to test whether or not there exists a role for the stock 
analysts in the link between CSP and CFP. Their argument is that the analyst can act as an 
intermediary between the information that they possess and have gathered and thereby 
reduce the informational asymmetry that exists between them and the investors utilizing the 
information (Lou et al. 2015, p. 124). In a study over 15-years time based around the US 
stock market, it is found that over time there has been a gradual change in the way that 
analysts view CSR (Ioannou & Serafeim, 2015, p. 1071). Additionally, it has been found 
that today analysts give more consideration to CSP (Lou et al. 2015, p. 124). The argument 
is that there has been a change towards a more stakeholder based focus, leading to 
investments analysts being more positive of firms ranked highly in regards to CSR 
(Ioannou & Serafeim, 2015, p. 1071). Similar views can be seen from analysts in Germany, 
who argued that being responsible as a firm in relation to environmental and social factors 
were valuable when seen from a long-term investment perspective (Fiesler, 2011, pp. 137-
138). This can be related to the changing view of CSR as a whole, as it has traditionally 
been seen as a cost, but nowadays are seen as an important part of the strategy of the firm 
as well as an avenue for financial value (Ioannou & Serafeim, 2015, p. 1071). 

3.5. Research Model 
This research model is based upon the three broad levels of theory that have been framed in 
previous sections of the theoretical framework. Therein lies, according to the authors of this 
thesis, the key to understanding and answering the stated research question.  
 
First, in regards to the societal factors it has been shown that CSR can be considered to 
have (1) become institutionalized as a strategy; (2) is broadly considered to be a tool for 
legitimization; and (3) that while there are differences between the Nordic nations in how 
CSR is implemented, it generally adheres to the Nordic norms. Therefore, while the Nordic 
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type of CSR might differ to the standard notion of it, it is still a powerful factor to consider 
in relation to how widespread the pressure for it has become.  
 
Second, to consider the way CSR has been disseminated, it is necessary to also look at the 
different theories of firm(s) to understand the general issue. This is especially important in 
consideration when considering the fact that there have been two theories that have been 
dominating the field, namely agency theory and stakeholder theory. As has been shown, 
there has been a weakening of the agency logic, and a movement towards a more 
stakeholder-based logic. One could here posit that this effect is also likely to be visible in 
the Nordic area as well. However, it is worth noting that the case may be that the agency 
logic was not necessarily as strong in the Nordic as in other areas due to, for example, 
previously mentioned Nordic norms. 
 
Third, it has been highlighted by numerous studies that there are benefits of CSR. In 
relating to the changing view of it, it can also be shown that over time it has become a 
much more important factor when looking at a firm. To mention some of what has been 
found: better credit ratings, lower cost of equity, better access to capital, less risky, better 
financial performance (although still not completely clear) and that it acts as a competitive 
advantage. As such, there are considerable positive factors of CSR that all can be 
considered to be of value relevance to both investors and financial analysts. 
 
Fourth, when specifically relating the issue to financial analysts and their stock 
recommendations, it is clear that the issue can be seen from several different standpoints. 
Non-financial disclosure has increased, and it has been evidenced that this does not 
necessarily have led to a greater use of said information. However, it has also been noted 
that more of this type of information is incorporated into the analysts’ recommendations, 
and that this type of information is also helpful to them in their accuracy. In addition to 
that, there is a greater focus placed on the issue, which subsequently also highlights the 
growing importance of it, coupled with the positive aspects that have been found 
empirically. 

3.6. Ethical & Social Considerations 
Oliver (2010, p. 92) note that in conducting a study, it is important to consider the fact that 
inevitably there will be differences in terms of culture in the group that is looked at, even 
though there are large similarities as well. This can be therefore be considered a key factor 
to highlight and keep in mind when looking at a subject like this. That is why a section on 
the Nordic countries and their societal context has been included, so as to frame the 
research around culture as well. This cultural context will need to be considered later when 
discussing the results, as it will likely have a large impacting factor upon these results.  
 
Extensive parts have been included relating to both agency theory as well as stakeholder 
theory, which can be considered to be key to this study. These two theories are seminal and 
relate heavily to the business world, and therefore to society as well. They are intended to 
be used to explain whether or not a change has occurred. Both of them have, as shown 
within the theoretical framework, been extensively criticized and this is shown so as to 
show potential faults with the theories, and provide potential discussion points for later. 
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Therefore, these two theories can be considered to be very fruitful for later discussion as 
well surrounding both ethics and social considerations.  
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CHAPTER IV. Empirical Method 
In this chapter, the empirical method is framed and explained to the context. As such, the 
chapter begins by qualifying the hypotheses that are to be tested. After that, it moves to the 
qualification of the sample that is later studied, as well as a discussion of issues relating to 
the collection of the data. Naturally, after that follows the regression model that will be 
utilized in the empirical part of the study, with subsequent explanations of tests that are 
necessary to ensure that the regression analysis is done in a proper manner. As such, this 
chapter builds naturally on the preceding chapters, and explains the empirical part of the 
thesis.  

4.1. Hypotheses 
With this study, the intention is to explore the institutional logic of financial markets and its 
relation to corporate social responsibility in the Nordic area over a 10-year period, as well 
as to gain insight into the connection between corporate social responsibility and analysts’ 
recommendations. The goal is to examine whether or not there has been a change in regards 
to how analysts evaluate firms that focus heavily on corporate social responsibility, and 
whether or not this has over time become more important, in the eyes of analysts, for the 
firms to focus on these issues. This has been evidenced to have occurred in the US by 
Ioannou and Serafeim (2015). This issue is interesting as it could point towards a changing 
view of the firm as a whole and its role in society, which is of interest not only for 
academics interested in this field, but also for society at large that are stakeholders to firms, 
such as individual investors as well as institutional investors. Therefore, the first 
hypotheses are directly related to the stated research question. 
 
H1: The value-relevance of CSR has, in the eyes of financial analysts and their stock 
recommendations, increased in the Nordic markets.  
 
H1a: The value-relevance of CSR has not, in the eyes of financial analysts and their stock 
recommendations, increased in the Nordic markets.  
 
Additionally, the study will look at the issue from the point of view of two 4-year periods, 
to ascertain whether or not there has been an acceleration towards a changing institutional 
logic. For example, after the crisis it was showcased that firms were reporting on CSR 
issues to a larger extent than before (Antonia García-Benau et al., 2013). Generally, the 
financial crisis is argued to have had its starting impact on Europe in 2008 (Wim, 2009, 
cited in Antonia García-Benau et al., 2013, pp. 1528-1529). This is also intriguing from the 
point of view of financial analysts, as one could potentially see a reaction to these turbulent 
times in their stock recommendations based on the value that CSR has been evidenced to 
provide.  
 
H2: After the financial crisis the value-relevance, in the eyes of financial analysts and their 
stock recommendations, has increased in the Nordic markets. 
 
H2a: After the financial crisis the value-relevance, in the eyes of financial analysts and 
their stock recommendations, has not increased in the Nordic markets. 
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With differing institutional contexts, there is likely also to be differences in regards to the 
value-relevance of CSR. However, in the case of this study, the nations are considered to be 
very similar in the concept of CSR, norms and general values. However, as has been 
highlighted there are some smaller differences between the nations in regards to CSR, and 
therefore it is fruitful to also explore this to see whether or not this affects the value 
relevance of recommendations.  
 
H3: The value-relevance of CSR, in the eyes of financial analysts and their stock 
recommendations, differ between nations. 

(1) Sweden 
(2) Norway 
(3) Denmark 
(4) Finland 

 
H3a: The value-relevance of CSR, in the eyes of financial analysts and their stock 
recommendations, does not differ between nations. 

(1) Sweden 
(2) Norway 
(3) Denmark 
(4) Finland 

 
As has been highlighted in the theoretical framework, there are grounds for seeing 
differences in the value relevance of CSR between different industries. For example, 
controversial industries are differing to others, but also to explore this link, it is necessary 
to separate between industries to differentiate between them.  
 
H4: The value relevance of CSR, in the eyes of financial analysts and their stock 
recommendations, differ between industries. 

(1) Basic Materials 
(2) Consumer Goods 
(3) Consumer Services 
(4) Financials 
(5) Health Care 
(6) Industrials 
(7) Oil & Gas 
(8) Technology 
(9) Telecommunications 

 
H4a: The value relevance of CSR, in the eyes of financial analysts and their stock 
recommendations, does not differ between industries. 

(1) Basic Materials 
(2) Consumer Goods 
(3) Consumer Services 
(4) Financials 
(5) Health Care 
(6) Industrials 
(7) Oil & Gas 
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(8) Technology 
(9) Telecommunications 

  
There are grounds for imagining that there may exist differences in the value relevance of 
CSR in relation to the different stock recommendations. As has been elucidated in the 
theoretical framework, it has been evidenced that there are numerous benefits of adopting a 
CSR-strategy, for example in relation to risk. Is it therefore possible to spot differences in 
these recommendations, based on how highly a firm is rated in terms of CSR? By exploring 
this, it is possible to shed more light on whether or not financial analysts attach more 
importance to CSR in specific recommendations.  
 
H5: The value relevance of CSR, in the eyes of financial analysts and their stock 
recommendations, differ between the types of recommendation that they issue. 

(1) Strong Buy 
(2) Buy 
(3) Hold 
(4) Underperform 
(5) Sell 

 
H5a: The value relevance of CSR, in the eyes of financial analysts and their stock 
recommendations, does not differ between the types of recommendation that they issue. 

(1) Strong Buy 
      (2) Buy 
      (3) Hold 
      (4) Underperform 
      (5) Sell 
 
Before moving on to describing the data and the statistical models that are to be utilized, it 
is pertinent to discuss the actual acceptance and non-acceptance of these hypotheses. Since 
this is a quantitative study, it will be dealing with t-statistics and p-values, whereby the cut 
off point for acceptance of statistical significance of a coefficient will be at the 5% level. 
However, to complicate the matter even more and add another dimension to it, they will 
also be evaluated based on their economic significance. This is discussed in depth by Ziliak 
and McCloskey (2004). They note that coefficients may be economically significant even if 
they are not statistically significant; basically meaning that even if the coefficient is not 
statistically significant it can have an economic impact that needs to be considered (Ziliak 
& McCloskey, 2004, p. 530).  

4.2. Population & Sample 
To answer the stated research question, it is evident that one has to have data on both firms 
that are listed on the Nordic financial markets, but also data on the recommendations of 
these companies. For three of the nations, namely Sweden, Denmark and Finland, the stock 
exchanges are included in Nasdaq Nordic, which has approximately 3500 firms listed on it 
(Nasdaq, n.d.). Norway, on the other hand, is not included in Nasdaq Nordic, but their stock 
exchange is called the Oslo Stock Exchange (Oslo Børs, n.d. a). There are currently 
approximately 179 firms listed on it (Oslo Børs, n.d. b). Ideally, one would naturally wish 
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to explore every single one of these firms in relation to our stated research question. 
However, this is not possible, based around the following criteria, which some ultimately 
fail to live up to: 
 
The firm is/has (and has been over 10 years): 

1. Listed on Nasdaq Nordic and/or the Oslo Stock Exchange. 
2. Followed by financial analysts, and subsequently has had stock recommendations 

issued on them. 
3. Rated by ASSET4. 
4. Data available in regards to financial and accounting performance. 

 
The first criterion frames the societal context. This is important to consider and control for, 
as this ultimately correlates with the institutional context and the prevailing societal norms 
and values. While there are differences between the nations, as shown in the theoretical 
framework, there are also many similarities that justify these four countries being the full 
sample. As such, this ultimately helps frame the study and focuses distinctly on one area. 
The second criteria provide the necessary data for this study to be possible. Without data 
based around recommendations of said companies, it is not possible to ascertain whether or 
not there has been a change in the view of financial analysts in relation to their views of 
firms that are rated on CSR in connection with their stock recommendations. The third 
criteria relate to the notion that to ascertain if an effect can be seen on the actual stock 
recommendations, one has to also have data on the actual CSR performance of a firm as 
well. In this case, ASSET4 is utilized, because it provides a relevant proxy variable for 
CSR in terms of the Equal-Weighted Rating. Further elaboration on this variable will be 
provided in the statistical model, where each variable is presented. Furthermore, to control 
for other factors that affect investment recommendations from analysts, data relating to 
financial performance as well as accounting measurements over time has to be collected. 
This also serves as a qualifying factor that is necessary to consider. However, compared to 
(2) and (3), this factor is not considered to be very limiting. Accounting and financial 
information is reported widely, and therefore easily located as well.  
 

 
Figure 2 – Number of Firms Per Nation 
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With these criterias, this leaves this study with a total sample of 107 firms over a 10-year 
period, which subsequently means that in total there should be 1070 data points for each 
variable. Further disaggregation of the dataset can be found in the appendix. However, in 
some cases there are data points missing. Because of this issue, the dataset exhibits what is 
called unbalanced properties, whereby there are data points missing for some of the years; 
while this is not ideal, the dataset can still be utilized for statistical testing (Stock & 
Watson, 2014, p. 397). In terms of the divisions between the nations in the dataset, there is 
clear difference in the number of firms from the different nations. Sweden dominates the 
dataset with 42 firms, and then comes Norway and Finland with 20 each, and Finland with 
19. As such, the data could potentially bias towards Sweden. However, since the Nordic 
nations are so similar in many ways, this is likely not to be a large issue.  
 

 
Figure 3 – Number of Firms Per Industry 

When looking at the different types of industries included in the dataset, in which the ICB 
Classification is used to classify each firm, there are two that are dominating, namely 
Industrials at 24 and Financials at 20. After that comes Oil & Gas, Consumer Goods, and 
Health Care at 11, 10 and 10. In descending order after that comes Basic Materials, 
Consumer Services, Technology, Telecommunications and Utilities with 9, 8, 4, 4 and 1. 
For further detail on the breakdown of this for the different nations, see Appendix 2.  
 

 
Figure 4 – Number of Recommendations 
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When it comes to the data regarding the different stock recommendations, it is immediately 
obvious that it is impossible to test for two of them because of data unavailability. This is 
for the two extremes at the scale, namely strong buy and sell, of which either have zero 
observations or just a few. As can be seen, hold is the most common recommendation at 
613, with buy coming in second at 344, and underperform last at 46. Despite that 
underperform has 46 observations, it will inevitably be excluded because when computing 
the lagged variables, a lot of these will have disappeared. Sell has 3 observations, and is 
therefore also disregarded in the testing.  

4.3. Data Collection & Issues 
Time horizon 
The chosen time horizon is for numerous reasons. One is that the proxy variable for 
corporate social responsibility, in this case the Equal-Weighted Rating dataset, starts in 
2002 but covers few companies in the Nordic markets. By 2005, the case is different, 
making it possible to access over hundred companies in the Nordic markets that are rated 
on this issue. In addition to this, the European Union can be considered to be a key actor in 
the work disseminating the importance of corporate social responsibility, having been 
seriously advocating the importance of it since the early 2000s (Steurer, 2015, p. 242). 
 
Calculation of Control Variables 
In relation to the different control variables, some have not been possible to source through 
Thomson Reuters Datastream, and therefore have had to be calculated. This has been the 
case for the amount of intangibles as a percentage of total assets and the market-adjusted 
return. In the case of the first, the total assets of each firm has been sourced, and similarly 
the total intangibles, and from there the percentage has been calculated through the division 
of the total intangibles over the total assets. As such, one gets a number for the percentage 
of intangibles that makes up the total assets of the firm’s balance sheet. Similarly, the 
marked adjusted return has been calculated by taking the yearly stock return and 
subtracting it from the yearly return of the local index. This therefore provides the what one 
can also subsequently call the abnormal return, which is the return above the one that has 
been made by the market index.  
 
Non-Normality & Outliers 
Within business studies, data that does not conform to the normal distribution is very 
common, and in those situations it is often necessary to do something about the data, and 
one possibility is to transform it with the help of logarithms (Moore et al., 2011, p. 86). 
This can only be done in cases where variables do not have data that is negative, or if there 
are zeros (Moore et al., 2011, p. 86). As such, this is a way of dealing with data issues that 
pertain to non-normality and outliers. It also leads to different interpretations of the data 
that needs to also be considered (Stock & Watson, 2014, p. 315).   
 
A discussion was had in regards to outliers and their impact upon the study. Removing 
them wholly would be a possibility, but at the same time this would make the sample 
smaller and reduce some of the variation further. A middle ground was decided for, namely 
to utilize the above-mentioned logarithms to ensure that the distributions where it was 
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possible were made better and closer to a normal distribution. This was done for the 
variables where it was possible, and where it could actually improve the dataset.  

4.4. Econometric Model 
“Econometrics is concerned with model building.” (Greene, 2012, p. 51). As such, this 
section sets out to cover what it entails to build an econometric model and the basic theory 
surrounding the issue. Furthermore, based on theory, this section covers as well the fact that 
with an econometric model one begins by looking for some sort of relationship which the 
econometrician later uses to build a model, based on linear regression, to test a phenomena 
(Greene, 2012, pp. 51-52).  

4.4.1. Linear Regression Model 
When an econometrician chooses to build a model and test a relationship between the 
included variables, which consist of dependent and independent variables, then the multiple 
linear regression model is generally used. Generally, the standard method of estimating the 
parameters of a linear regression model is the ordinary least squares method, abbreviated as 
OLS (Greene, 2012, p. 52; 66; Stock & Watson, 2014, p. 238): 
 

𝑦! =  𝛽! +  𝑥!!𝛽! + 𝑥!!𝛽! +⋯ 𝑥!"𝛽! + 𝜀! 
 
In this stated model, the following notations are explained as follows (Greene, 2012, pp. 
52-53; Stock & Watson, 2014, p. 238): 
 
𝑦!     = dependent variable 
𝛽0          = intercept 
𝑥!!𝛽!, . ..,𝑥!"𝛽! = independent variable(s), where k relates to the amount of regressors used 
𝛽!             = coefficient of  
𝜀!                = random disturbance, or error term 
 
Here, the random disturbance is important to note, as it is a term that captures the fact that 
there are likely factors that affect the dependent variable, which are not included in the 
linear regression model, and therefore will cause this random disturbance (Greene, 2012, p. 
53). All in all, the model is summed up in 𝑦!, which consists according to Greene (2012, p. 
53) both a relationship that is deterministic and random.   
 
By using a linear regression model, one accepts certain assumptions, which are assumed to 
be fulfilled (Greene, 2012, pp. 55-56; Stock & Watson, 2014, pp. 245-247). First, one 
assumes that there is a linear relationship between the dependent variable and the 
independent variable(s); second, one assumes that one cannot find exact linear relationships 
between the used variables, that is perfect multicollinearity; third, that there is exogeneity; 
fourth, that the data showcases homoskedasticity and nonautocorrelation; fifth, that 𝑥! can 
take either a random or fixed form; sixth, that the random disturbance factor exhibits a 
normal distribution; and additionally that large outliers that can skew the data are not 
present (Greene, 2012, pp. 51-64; Stock & Watson, 2014, pp. 245-246). These assumptions 
are accepted and assumed, and tested for when possible.  
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Lagged variables will also be included in the study, to account for the fact that analyst are 
basing their recommendations largely on data from previous years, and therefore it makes 
sense to introduce these to account for this factor.  

4.4.2. Fixed Effects Model & Random Effects Model 
“The fixed effects formulation implies that differences across groups can be captured in 
differences in the constant term.” (Greene, 2012, p. 399). As such, it is a way to control for 
omitted variable bias that can be troublesome (Stock & Watson, 2014, p. 403). Generally, 
the ordinary linear regression model is modified into a fixed effects regression model, 
which would then look as following, whereby 𝛾!𝐷𝑛!  represents a dummy variable that, for 
example, i is equal to 1, takes the value of 1, but if it is not it takes the value 0 (Clark & 
Linzer, 2015, p. 401; Stock & Watson, 2014, pp. 404-405): 
 

𝑦! = 𝛽! + 𝛽!𝑋!,!" +⋯+ 𝛽!𝑋!,!" + 𝛾!𝐷2! +⋯+ 𝛾!𝐷𝑛! + 𝜀!" 
 

The main reasoning behind the usage of a fixed effects model is that it allows the user to 
capture effects that are constant over, for example, both time and entity (Stock & Watson, 
2014, p. 407). In the frame of this thesis, this is key to answering the question at hand. This 
gives the thesis the ability to answer the hypotheses by looking at the different 
characteristics that exist in the dataset. These characteristics that are specifically looked at 
are clarified and shown in the coming section. 
 

𝑦! = 𝑋!"𝛽 + 𝛼 + 𝑢! +  𝜀!" 
 
However, it is important to note that at times the fixed effect model is not applicable and 
efficient. In that case, it may be suitable to use the random effects model, wherein the effect 
based on the individual “is characterized as random and inference pertains to the 
population from which this sample was randomly drawn.” (Baltagi, 2008, p. 17). Choosing 
between the two is complicated, and there are drawbacks. Ultimately, with a fixed effects 
model one cannot generate any predictions about individuals outside the dataset, while this 
can be seen as possible with a random-effects model (Clark & Linzer, 2015, p. 403).  
 
Model Specification 
Whichever model will be fitted is decided through testing with the help of the Hausman-
test, which is a test for random effects, fixed effects and model specification (Greene, 2012, 
pp. 419-420). Here, when one receives a p-value less than 0.05, one can conclude that the 
correct model is the fixed effects one. Additionally, the LM-test created by Breusch and 
Pagan (1980) was utilized to further check the specification. This is a test that checks 
whether a random effects model is more efficient than an ordinary OLS model, and when 
there is statistical significance one should utilize the random effects model over the OLS 
(Park, 2011, p. 12). Generally, however, it is assumed that the fixed effects model will be 
the theoretically correct one, as shown by Ioannou and Serafeim (2015, p. 1063), because 
then it is possible to lay the focus on changes that relate to within the firms themselves. 
However, to achieve the best specification, the tests are performed and trusted. This is 
deemed to be of high importance, as in some cases of the subsamples the different models 
can be wholly unsuitable for the assumed model. Thereby, by going through the tests, one 
is able to fit the model that fits the data the best.  
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To additionally test the model, another test is utilized to see whether or not the inclusion of 
the independent variable is making the model better or not. Therefore, a test called the 
likelihood ratio test is used, where one tests a constrained and an unconstrained model 
against one another (Stata Press, 2013, pp. 284-285). To compare the two, a likelihood ratio 
is then computed between the models, so as to compare the two (Greene, 2012, pp. 566-
567). In the case here, two models are compared, whereby one includes the independent 
variable of interest, and the other does not. If the test is statistically significant, this then 
means that the inclusion of the variable of interest significantly improves the model.  
 
To be transparent, and to facilitate replication of the empirical side of this thesis, the exact 
commands that have been utilized in conducting the study are presented in Appendix 1. As 
such, it is possible for others to scrutinize the used commands, and also to utilize 
themselves. These come straight from the Do-file that has been created for the purpose of 
testing. Additionally, it is to be noted here that more detailed results as well as graphical 
figures are available at request by emailing the authors at the stated emails2. This decision 
is based around the fact that the sheer volume of the output and graphical figures would be 
too burdensome on the chapters and the Appendix, and therefore if the reader wants more 
detail, this is only an email away.   

4.4.3. Stated Regression Model 
Dependent Variable & Independent Variable 
The aim of this study is to explore the effect of CSR of financial analysts stock 
recommendations. As such, the dependent value in the stated regression model will be the 
mean stock recommendations gathered from I/B/E/S. This is a variable that takes numerical 
values between 1.00 and 5.00, and is divided into five different types of recommendations 
based on the number it takes; These are the following: 1.00-1.49 corresponds to a strong 
buy recommendation; 1.50-2.49 corresponds to a buy recommendation; 2.50-3.49 
corresponds to a hold recommendation; 3.50-4.49 corresponds to an underperform 
recommendation; and lastly 4.50-5.00 corresponds to a sell recommendation (Thomson 
Reuters, 2010, p. 110). This data is gathered from the Thomson Reuters Datastream, which 
has the I/B/E/S database. In this model, this scale has been reversed, thus making the 
relationship the opposite meaning that a high value indicates a more favourable 
recommendation. To note is that this variable is taken from the second quarter of the year, 
so as to control for the fact that it can be conceived that reports on these matters are 
published some time into the year, and therefore takes some time before they are 
incorporated into the stock recommendations.  
 

Table 2 – ESG Pillars (Thomson Reuters, 2013, p. 7) 

Pillars Constitutes 
Environmental Resource usage, emissions, environmental activism/initiative, 

product/process innovation 
Social Employment quality, health and safety issues, training, 

diversity, human rights, community involvement, product 
                                                
2 fnslund@gmail.com and sumaiyadu90@gmail.com 
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responsibility 
Governance Board structure, compensation policy, board functions, 

financial and operational transparency, shareholder rights, 
vision and strategy 

 
In regards to the independent variable, this is represented by a proxy variable for CSR. 
There are numerous data sources that offer this type of data. The choice for this regression 
model is the Equal Weighted Rating from ASSET4. This variable is based on the three 
different pillars that make up ESG, namely environmental, social and governance. This 
variable is a rating, which goes from 0 to 100, and it is also a variable that is equally 
weighted in regards to the pillars. As such, no one pillar is considered more important than 
another. This variable in essence makes it possible to compare against other firms, but it is 
also a clear and logical variable that captures the essence of what is intended to be studied, 
namely the aspect of CSR. Therefore, the variable is both suitable and relevant for the 
study.  
 
This leaves the section with the following beginning of the regression model, whereby the 
mean recommendation forms the dependent variable, and the Equal-Weighted Rating the 
proxy for CSR.  
 

𝑀𝑒𝑎𝑛 𝑅𝑒𝑐.= 𝐸𝑊𝑅 
 
Control Variables 
To ensure that the statistical model that is used to perform the regression is as good as 
possible, it is therefore necessary to involve different variables to control for factors that are 
relevant to the subject. In this case, inspiration is taken from Jeegadesh et al. (2004), but 
primarily Ioannou and Serafeim (2015), who control for a number of different variables. 
Furthermore, this article is key to the thesis because it is, as far as the authors of the thesis 
has found, the only article that is closely related to what this thesis intends to do. To note as 
well is that some of the variables that they control for are not utilized here, and this stems 
from the fact that the data for said variables is not available for this thesis. This relates 
specifically to data based on the characteristics of the financial analysts, of which has not 
been able to be sourced for this thesis. This is a limitation, although it is not a hindrance to 
the exploration of the issue at hand. 
 
Ioannou and Serafeim (2015, p. 1063) consider the fact that firm size can impact the 
recommendations of a firm as well by the notion that these are likely to be popular targets 
for trading, and subsequently likely to also bring in a lot of business to the analysts. 
Jeegadesh et al. (2004, p. 1088) further highlights this factor. Here, they take the natural 
logarithm of the market value of the equity, and lag it by one year as well (Ioannou & 
Serafeim, 2015, p. 1063). This is also done for this model. Additionally, Jeegadesh et al. 
(2004, p. 1118) notion that trading volume could potentially be a factor as well worth 
considering, whereby higher trading volume generated much more favorable views among 
analysts. However, because good enough data could not be sourced for this, it is not 
included in the regression model. 
 

𝑀𝑒𝑎𝑛 𝑅𝑒𝑐.= 𝐸𝑊𝑅 +𝑀𝑎𝑟𝑘𝑒𝑡 𝑉𝑎𝑙𝑢𝑒 
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It has been evidenced that it is likely that analysts are looking towards past performance, 
and therefore valuing firms that have performed well before financially (Jeegadesh et al., 
2004, pp. 1087-1088). As such, this is an important factor to control for, and can be done 
through the vein which Ioannou and Serafeim (2015, p. 1063) chooses to do so, which is 
through market adjusted returns that are calculated by taking the difference between the 
return of the stock and the return on the relevant market index. These are also lagged over 
one year. 

𝑀𝑒𝑎𝑛 𝑅𝑒𝑐.= 𝐸𝑊𝑅 +𝑀𝑎𝑟𝑘𝑒𝑡 𝑉𝑎𝑙𝑢𝑒 +𝑀𝑎𝑟𝑘𝑒𝑡 𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑 𝑅𝑒𝑡𝑢𝑟𝑛 
 
Ioannou and Serafeim (2015, p. 1063) control for two ratios relating to the actual value of 
the firm. These are the earnings-to-price ratio, and the book-to-market ratio, which are also 
lagged with a year. Brown et al (2015, p. 14) highlights as well that analysts often utilize 
P/E-ratios when evaluating the value of a firm. This stems from the notion that these can be 
considered to be of value in the context of issuing a recommendation, as it has been shown 
to have some predictive power, and that a high ratio for these should lead to better 
recommendations (Jeegadesh et al., 2004, p. 1088). Additionally, Ioannou and Serafeim 
(2015, p. 1063) control for the return on assets, as this can be considered to be a measure of 
profitability of a firm. This is also lagged over a year. All of these, except for the Return on 
Assets are transformed logarithmically.  
 

𝑀𝑒𝑎𝑛 𝑅𝑒𝑐.= 𝐸𝑊𝑅 +𝑀𝑎𝑟𝑘𝑒𝑡 𝑉𝑎𝑙𝑢𝑒 +𝑀𝑎𝑟𝑘𝑒𝑡 𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑 𝑅𝑒𝑡𝑢𝑟𝑛 + 𝑃𝐸 𝑅𝑎𝑡𝑖𝑜
+ 𝑃𝐵 𝑅𝑎𝑡𝑖𝑜 + 𝑅𝑒𝑡𝑢𝑟𝑛 𝑜𝑛 𝐴𝑠𝑠𝑒𝑡𝑠 

 
Additionally, Ioannou and Serafeim (2015, p. 1063) consider that intangibles and capital 
expenditures are factors that need to be considered as well. In their model, these are 
included as percentages of total assets, and lagged over one year. These are factors that are 
utilized to notion the growth of a firm, which in regards to intangibles would be signaled 
from the growth by buying up other firms; and capital expenditures would signal growth 
through investments in projects of their own (Ioannou & Serafeim, 2015, p. 1063). All 
these are transformed via the natural logarithm.  

 
𝑀𝑒𝑎𝑛 𝑅𝑒𝑐.= 𝐸𝑊𝑅 +𝑀𝑎𝑟𝑘𝑒𝑡 𝑉𝑎𝑙𝑢𝑒 +𝑀𝑎𝑟𝑘𝑒𝑡 𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑 𝑅𝑒𝑡𝑢𝑟𝑛 + 𝑃𝐸 𝑅𝑎𝑡𝑖𝑜

+ 𝑃𝐵 𝑅𝑎𝑡𝑖𝑜 + 𝑅𝑒𝑡𝑢𝑟𝑛 𝑜𝑛 𝐴𝑠𝑠𝑒𝑡𝑠 + 𝐼𝑛𝑡𝑎𝑛𝑔𝑖𝑏𝑙𝑒𝑠 𝑜𝑓 𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠
+ 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝐸𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒 𝑜𝑓 𝑇𝑜𝑡𝑎𝑙 𝐴𝑠𝑠𝑒𝑡𝑠 

 
This model is then fitted on different segments, based on industry, national belonging, type 
of recommendation, years and periods. In cases where necessary, dummy variables are 
added to control for different factors, especially in relation to the years and firms. By doing 
so, it is then possible to see whether there are actual differences between industries, nations, 
type of recommendations, years, and periods. For nations, the intention is to explore the 
findings of Gjølberg (2010), whereby generally it is considered to be the case that CSR 
takes similar forms in all the Nordic countries. In regards to industries, it has been 
highlighted that it is necessary to differentiate between different types of industries to 
explore the issue (Van Beurden & Gössler, 2008, p. 13). This is part of the main 
contribution, and is intended to shed light on these different conditions that may highlight 
specific differences that has been noted in theory.  
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4.5. Ethical & Social Considerations 
Data has been handled in a manner where it is not manipulated. It has come straight from 
Thomson Reuters Datastream database, and the only adaptation of it stems from the 
removal of firms that do not fulfill the criterias that are necessary to be part of the sample. 
Data management is a key issue in research in relation to ethics, as highlighted by Bryman 
and Bell (2015, p. 146). In the case of this thesis, all of the data that has been used is either 
open to the public through annual reports or different databases through the Umeå 
University library, or calculated thereof upon such data.  
 
The authors have made no deletion of data, or substantial changes to it, unless stated and 
argued for by statistical methods. Such changes, if they are made, are solely for ensuring 
that the data fits better in line with statistical assumptions related to regression modeling, 
and have been noted within the chapter. In line with this is also the fact that there have been 
no changes made to the data to skew or alter results. Objectivity and transparency are key 
tenets here, and have been followed throughout to ensure that the empirical side of the 
thesis is done in the best manner possible.  
 
Furthermore, to highlight is that the authors of this thesis provide both the code that have 
been used in gathering the results in STATA, as well as the dataset if asked for. By doing 
so, it gives the chance to others to replicate what has been done, and test the assumptions 
that have been made by the authors by doing exactly what has been done as stated in the 
empirical method. This notion is important to add to the transparency of the thesis. The 
authors of this thesis see this as a factor that heightens the quality of the research, and as 
something that is key to do conduct research in the best manner possible.  
 
While the dataset is available to those interested, the authors of this thesis also provide the 
codes for collecting each of the variables for the dataset, and are therefore clearly indicating 
how the data has been sourced, and where it comes from. This also relates to the actual 
calculations, which are shown as well, even though their complexity is considered to be 
small. Showing this is a matter of transparency, which as highlighted is a key concern. This 
is highlighted by Oliver (2010, p. 145), where he speaks of the advantages of writing a 
research report, whereby it can be a facilitator for further research within an area or outside 
of it, as well as to new views of the data used within a field. The authors of this thesis 
consider this a key factor as well, and have therefore worked towards achieving this fully.  
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CHAPTER V. Results 
This chapter details firstly the descriptive nature of the dataset, and from there it moves on 
to the empirical findings of the thesis. Descriptive statistics are explained first to give the 
reader a chance to understand and grasp the nature of it. This then leads into the actual 
findings of the different regression models, which seek to answer the research question at 
hand. Interpretation of each model is done briefly, with comments on the validity of the 
model itself and its strengths and weaknesses.  

5.1. Descriptive Statistics & Clarification of Variables 
To facilitate the reading of this thesis, this subchapter begins with the descriptive statistics 
of the main population of the study, which includes all the sampled companies in Sweden, 
Norway, Denmark and Finland. Here, summary statistics that can be considered to be 
important for evaluation of the dataset are shown and discussed, as well as graphical 
measures such as histograms. After this, descriptive statistics pertaining to each period, 
each nation, each industry and each recommendation are provided and discussed briefly as 
well.  
 
Within this section, the main results are covered and elaborated upon in one section each, 
so as to facilitate the reading for the readers of this thesis. However, this section begins by 
elaborating upon each of the variables and what they stand for. In both tables and text, the 
variable names used in Stata are recorded, but to clarify for the sake of reading and to avoid 
confusion, a table explaining what they correspond to within the stated regression model is 
attached here. As such, the following table clarifies the situation.  
 

Table 3 – Variable Representation 

Variable Represents 
INVRECCONQ2 Mean Recommendation Consensus for 2nd Quarter of the Year 
EWR Equal-Weighted Rating 
AR_lag Abnormal Return; Lagged by a year 
lnMV_lag Market Value; Transformed and lagged by a year 
lnPER_lag P/E-Ratio; Transformed and lagged by a year 
lnPBV_lag P/B-Ratio; Transformed and lagged by a year 
ROA_lag Return on Assets; Lagged by a year 
lnINT_lag Percentage of Intangibles as of Total Assets; Transformed and lagged 

by a year 
lnCAPEXP_lag Percentage of Capital Expenditure as of Total Assets; Transformed 

and lagged by a year 

5.1.1. Main Population - 2005-2014 
After some visual inspection of each of the variables, it was evident that there were some 
issues in regards to the normality of the data, as well as relating to the kurtosis and 
skewness of it too. This was evident when looking at most of the variables, and therefore 
where applicable the natural logarithm was taken to transform the data and make it more 
suitable for the regression analysis. The authors of this study acknowledge that this reduces 
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some of the variation within the dataset, but see mostly benefits stemming from the 
transformation as this leads to data more closely aligned with the assumptions of linear 
regression. Histograms for the main population variables can be found in Appendix 5. 
Therefore, variables MV, PER, PBV, INT and CAPEXP were all transformed with the 
natural logarithm. Variables AR and ROA were not transformed, because their distributions 
were considered by the authors of this thesis as sufficiently normally distributed. The 
dependent variable in question, being INVRECCONQ2, was also not transformed for the 
same reason. A discussion was had in relation to the proxy for CSR, namely EWR, because 
it exhibited some lack of normality. However, transformation of it did not sufficiently 
resolve that matter, and therefore it was kept untransformed, despite potential issues of that.  
 

Table 4 – Summary Statistics: Whole Population 

 (1) (2) (3) (4) (5) 
VARIABLES N mean sd min max 
      
INVRECCONQ2 1,006 3.301 0.488 1 4.440 
EWR 1,010 66.23 28.34 3.130 97.59 
AR_lag 909 0.0466 32.41 -242.0 120.2 
lnMV_lag 905 9.768 1.467 5.328 13.16 
lnPER_lag 815 2.735 0.725 -0.357 5.801 
lnPBV_lag 891 0.711 0.745 -1.833 4.253 
ROA_lag 896 7.800 9.287 -55.89 106.8 
lnINT_lag 909 17.41 19.54 0 87.41 
lnCAPEXP_lag 858 5.959 10.43 0 209.4 
      

5.1.2. Subperiods - 2005-2008 & 2009-2012 
 

Table 5 – Summary Statistics: 2005-2008 

 (1) (2) (3) (4) (5) 
VARIABLES N mean sd min max 
      
INVRECCONQ2 400 3.368 0.479 1.170 4.430 
EWR 404 56.85 30.37 3.130 97.59 
AR_lag 303 5.881 26.74 -93.42 120.2 
lnMV_lag 299 9.861 1.374 6.124 12.97 
lnPER_lag 284 2.837 0.651 0.956 5.582 
lnPBV_lag 296 0.967 0.658 -0.562 4.253 
ROA_lag 300 10.38 9.272 -5.600 106.8 
lnINT_lag 303 15.44 18.20 0 86.91 
lnCAPEXP_lag 287 8.022 16.32 0 209.4 
      

In the case of the two subperiods, the general look of the data, when looking at the 
histograms, is similar to the main population. Transformation of some of the variables, 
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namely the same ones as above, MV, PER, PBV, INT and CAPEXP, improve their fit to the 
normal distribution. Some skewness and kurtosis does exist for some of the variables, but 
just as previously argued this is something that one has to accept, even if it does imply that 
the results may inevitably be less reliable in some sense. This is a weakness, which will be 
elaborated upon later. For histograms and other important information relating to the 
descriptive statistics, these are available at request of the readers by emailing the authors3. 
 

Table 6 – Summary Statistics: 2009-2012 

 (1) (2) (3) (4) (5) 
VARIABLES N mean sd min max 
      
INVRECCONQ2 404 3.305 0.464 1.640 4.250 
EWR 404 72.50 25.54 3.220 96.65 
AR_lag 303 1.316 34.82 -242.0 102.5 
lnMV_lag 303 9.637 1.493 5.996 13.13 
lnPER_lag 257 2.658 0.820 -0.357 5.218 
lnPBV_lag 298 0.515 0.744 -1.661 3.442 
ROA_lag 300 6.892 8.430 -33.03 47.23 
lnINT_lag 303 18.34 20.00 0 85.54 
lnCAPEXP_lag 288 4.425 4.255 0 26.73 
      

5.1.3. Nations 
Table 7 – Summary Statistics: Sweden 

 (1) (2) (3) (4) (5) 
VARIABLES N mean sd min max 
      
INVRECCONQ2 419 3.297 0.442 1.600 4.430 
EWR 420 70.20 23.91 4.610 97.48 
AR_lag 378 0.0284 30.30 -242.0 96.62 
lnMV_lag 377 10.36 1.182 7.026 12.97 
lnPER_lag 346 2.656 0.699 -0.223 5.169 
lnPBV_lag 364 0.643 0.743 -1.833 3.770 
ROA_lag 371 7.738 9.563 -55.89 47.23 
lnINT_lag 378 19.41 23.09 0 87.41 
lnCAPEXP_lag 369 4.772 6.659 0 59.28 
      

 
Generally, as with previously described descriptive statistics, most of the variables for 
nations do show fairly close alignments with normal distributions. However, as stated, in 
some of the cases there are issues as stated earlier. Kurtosis and skewness does exist, which 
has implications for linear regression that are discussed later.  
 
                                                
3 fnslund@gmail.com and sumaiyadu90@gmail.com 
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To simplify the reading of this section, much of the graphical side as well as the descriptive 
side of the data will be available at request from the authors. This is mostly a matter of 
keeping a good flow of the results section, while marking out the points of importance. This 
is also the case in terms of the output of the statistical analysis of later sections. For further 
viewing of the descriptive side of the data as well as the statistical output, see as stated 
earlier the possibility of requesting the details from the authors4. 
 

Table 8 – Summary Statistics: Norway 

 (1) (2) (3) (4) (5) 
VARIABLES N mean sd min max 
      
INVRECCONQ2 199 3.488 0.540 1.170 4.440 
EWR 200 60.48 32.35 3.390 96.48 
AR_lag 180 -0.0231 38.56 -143.6 120.2 
lnMV_lag 179 10.08 1.327 6.355 13.16 
lnPER_lag 152 2.695 0.852 0.642 5.582 
lnPBV_lag 178 0.623 0.698 -1.661 2.705 
ROA_lag 177 7.462 7.544 -14.79 27.16 
lnINT_lag 180 15.17 15.78 0 60.68 
lnCAPEXP_lag 169 10.38 19.73 0 209.4 
      

 

Table 9 – Summary Statistics: Denmark 

 (1) (2) (3) (4) (5) 
VARIABLES N mean sd min max 
      
INVRECCONQ2 189 3.171 0.508 1 4.250 
EWR 190 52.08 32.60 3.130 95.86 
AR_lag 171 -2.919 35.63 -229.3 62.89 
lnMV_lag 170 9.908 1.225 5.328 12.96 
lnPER_lag 150 2.943 0.740 -0.357 5.801 
lnPBV_lag 170 0.896 0.888 -1.022 4.253 
ROA_lag 169 8.310 12.19 -27.22 106.8 
lnINT_lag 171 15.55 17.29 0 61.32 
lnCAPEXP_lag 152 5.297 5.904 0.01000 56.30 
      

 

Table 10 – Summary Statistics: Finland 

 (1) (2) (3) (4) (5) 
VARIABLES N mean sd min max 
      

                                                
4 fnslund@gmail.com and sumaiyadu90@gmail.com 
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INVRECCONQ2 199 3.245 0.454 2.080 4.270 
EWR 200 77.09 20.88 7.860 97.59 
AR_lag 180 2.971 26.16 -105.1 67.12 
lnMV_lag 179 8.072 1.022 5.996 11.32 
lnPER_lag 167 2.746 0.597 1.099 5.639 
lnPBV_lag 179 0.761 0.601 -0.892 2.233 
ROA_lag 179 7.779 6.839 -9.010 27.76 
lnINT_lag 180 17.19 16.25 0.481 75.04 
lnCAPEXP_lag 168 4.716 3.461 0.260 20.56 
      

5.1.4. Industries 
As argued for within the section about the nations, most generally abide by the normal 
distributions after transformation, but there are of course some exceptions here that may 
ultimately lead to the violation of statistical assumptions, such as the existence of skewness 
and kurtosis. This is a factor that needs to be considered, and will be done so in the 
beginning of the analysis chapter. Additional information relating to the descriptive side of 
the data as well as the statistical output are available, through the request of the details from 
the authors5.  
 

Table 11 – Summary Statistics: Basic Materials 

 (1) (2) (3) (4) (5) 
VARIABLES N mean sd min max 
      
INVRECCONQ2 90 3.201 0.450 1.750 4.050 
EWR 90 82.57 13.52 31.88 96.20 
AR_lag 81 -9.216 37.33 -143.6 96.62 
lnMV_lag 81 9.319 1.344 6.355 12.46 
lnPER_lag 60 2.630 0.766 1.253 5.218 
lnPBV_lag 81 0.0605 0.576 -1.661 1.122 
ROA_lag 80 3.912 7.040 -11.58 26.05 
lnINT_lag 81 5.295 4.287 0 14.16 
lnCAPEXP_lag 80 5.152 3.299 1.240 16.97 
      

 

Table 12 – Summary Statistics: Consumer Goods 

 (1) (2) (3) (4) (5) 
VARIABLES N mean sd min max 
      
INVRECCONQ2 100 3.387 0.519 1.170 4.400 
EWR 100 67.74 25.82 7.400 95.24 
AR_lag 90 0.655 32.25 -93.42 101.4 

                                                
5 fnslund@gmail.com and sumaiyadu90@gmail.com 
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lnMV_lag 90 9.487 1.497 5.996 11.52 
lnPER_lag 78 2.977 0.703 1.194 5.169 
lnPBV_lag 86 0.690 0.734 -0.386 3.770 
ROA_lag 90 6.883 6.938 -13.24 24.34 
lnINT_lag 90 23.29 14.39 4.605 61.32 
lnCAPEXP_lag 90 4.807 3.019 1.560 16.32 
      

 

Table 13 – Summary Statistics: Consumer Services 

 (1) (2) (3) (4) (5) 
VARIABLES N mean sd min max 
      
INVRECCONQ2 80 3.063 0.531 1.600 4 
EWR 80 67.24 21.32 16.38 95.73 
AR_lag 72 -10.48 45.20 -242.0 102.5 
lnMV_lag 72 9.219 1.591 6.926 12.75 
lnPER_lag 62 2.742 0.868 -0.223 5.129 
lnPBV_lag 72 0.791 0.877 -1.427 2.377 
ROA_lag 71 9.129 11.82 -33.03 35.62 
lnINT_lag 72 34.06 29.48 0.626 87.41 
lnCAPEXP_lag 71 4.451 3.410 0.140 12.14 
      

 

Table 14 – Summary Statistics: Financials 

 (1) (2) (3) (4) (5) 
VARIABLES N mean sd min max 
      
INVRECCONQ2 198 3.341 0.446 2 4.430 
EWR 200 57.43 32.75 3.130 96.24 
AR_lag 180 0.678 22.87 -121.4 54.57 
lnMV_lag 178 10.26 1.138 8.226 12.60 
lnPER_lag 162 2.384 0.669 0.531 4.493 
lnPBV_lag 178 0.224 0.508 -1.022 1.744 
ROA_lag 171 4.532 10.40 -55.89 47.23 
lnINT_lag 180 0.940 2.225 0 16.14 
lnCAPEXP_lag 135 2.701 7.368 0 59.28 
      

 

Table 15 – Summary Statistics: Health Care 

 (1) (2) (3) (4) (5) 
VARIABLES N mean sd min max 
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INVRECCONQ2 100 3.218 0.437 2.250 4.300 
EWR 100 59.45 26.31 3.720 91.46 
AR_lag 90 7.739 24.86 -99.91 56.35 
lnMV_lag 90 9.894 1.246 6.850 12.96 
lnPER_lag 86 3.131 0.462 1.723 4.585 
lnPBV_lag 90 1.482 0.790 -0.261 4.253 
ROA_lag 89 14.44 8.417 -0.210 38.95 
lnINT_lag 90 31.37 24.79 1.181 85.65 
lnCAPEXP_lag 88 4.403 3.109 0.260 15.69 
      

 

Table 16 – Summary Statistics: Industrials 

 (1) (2) (3) (4) (5) 
VARIABLES N mean sd min max 
      
INVRECCONQ2 240 3.271 0.531 1 4.440 
EWR 240 66.62 29.44 4.030 96.12 
AR_lag 216 0.590 35.03 -229.3 68.66 
lnMV_lag 216 9.471 1.532 5.328 12.04 
lnPER_lag 206 2.725 0.678 -0.357 5.639 
lnPBV_lag 206 0.906 0.628 -1.833 2.233 
ROA_lag 215 8.379 9.323 -27.22 106.8 
lnINT_lag 216 18.39 14.72 0 59.73 
lnCAPEXP_lag 214 5.131 5.240 0.150 56.30 
      

 

Table 17 – Summary Statistics: Oil & Gas 

 (1) (2) (3) (4) (5) 
VARIABLES N mean sd min max 
      
INVRECCONQ2 108 3.541 0.425 2.120 4.290 
EWR 110 58.50 29.80 3.390 96.48 
AR_lag 99 6.154 33.92 -128.7 120.2 
lnMV_lag 97 10.01 1.263 7.768 13.16 
lnPER_lag 84 2.900 0.895 0.875 5.801 
lnPBV_lag 97 0.948 0.551 -0.301 2.705 
ROA_lag 99 8.805 7.600 -14.79 27.16 
lnINT_lag 99 12.84 12.26 0 51.43 
lnCAPEXP_lag 99 16.59 25.24 0.430 209.4 
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Table 18 – Summary Statistics: Technology 

 (1) (2) (3) (4) (5) 
VARIABLES N mean sd min max 
      
INVRECCONQ2 40 3.344 0.385 2.650 4.080 
EWR 40 80.37 23.03 23.22 97.59 
AR_lag 36 -3.787 31.92 -63.66 58.16 
lnMV_lag 36 10.07 2.008 6.387 12.97 
lnPER_lag 34 2.884 0.589 1.609 4.182 
lnPBV_lag 36 0.853 0.428 -0.0202 1.737 
ROA_lag 36 7.106 6.692 -9.010 25.03 
lnINT_lag 36 34.12 21.24 2.597 74.11 
lnCAPEXP_lag 36 2.816 1.911 0.580 8.490 
      

 

Table 19 – Summary Statistics: Telecommunications 

 (1) (2) (3) (4) (5) 
VARIABLES N mean sd min max 
      
INVRECCONQ2 40 3.288 0.444 2.360 4 
EWR 40 83.07 14.93 31.78 95.85 
AR_lag 36 -0.873 19.82 -52.75 39.40 
lnMV_lag 36 10.65 1.771 7.438 12.56 
lnPER_lag 34 2.584 0.325 1.548 3.148 
lnPBV_lag 36 0.662 0.334 -0.223 1.230 
ROA_lag 36 9.605 6.066 -4.670 36.02 
lnINT_lag 36 38.04 5.756 26.61 49.33 
lnCAPEXP_lag 36 8.794 2.316 5.560 16.14 
      

5.1.5. Recommendations 
The pattern seen in the other subsegments hold here as well, but also as notioned there are 
only two testable recommendations, namely Hold and Buy. Some skewness, and some 
kurtosis is in existence, and in cases where the variables can be improved by 
transformation, they have been. As stated before, additional details are available at request6.  
 

Table 20 – Summary Statistics: Buy 

 (1) (2) (3) (4) (5) 
VARIABLES N mean sd min max 
      
INVRECCONQ2 344 3.808 0.208 3.520 4.440 

                                                
6 fnslund@gmail.com and sumaiyadu90@gmail.com 
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EWR 344 64.34 28.81 3.390 97.07 
AR_lag 194 12.85 28.39 -64.10 102.5 
lnMV_lag 194 9.946 1.319 6.873 12.96 
lnPER_lag 179 2.856 0.769 0.956 5.582 
lnPBV_lag 194 0.737 0.664 -0.734 2.559 
ROA_lag 192 8.240 7.884 -22.42 38.95 
lnINT_lag 194 20.85 21.09 0 85.65 
lnCAPEXP_lag 186 6.023 10.18 0.01000 104.1 
      

Table 21 – Summary Statistics: Hold 

 (1) (2) (3) (4) (5) 
VARIABLES N mean sd min max 
      
INVRECCONQ2 613 3.110 0.259 2.520 3.500 
EWR 613 69.04 26.82 3.130 97.59 
AR_lag 398 -3.084 30.34 -242.0 68.66 
lnMV_lag 398 9.814 1.445 6.124 13.13 
lnPER_lag 362 2.775 0.678 -0.223 5.037 
lnPBV_lag 385 0.735 0.805 -1.661 4.253 
ROA_lag 390 8.147 9.466 -33.03 106.8 
lnINT_lag 398 16.01 18.70 0 85.53 
lnCAPEXP_lag 369 5.745 7.839 0 90.75 
      

5.2. Main Population 
This section covers the main research question, which is whether or not CSR has over time 
become more value-relevant to financial analysts. To perform this, the method of Ioannou 
and Serafeim (2015) is followed, whereby the statistical testing begins with the years of 
2005 to 2007, and for each regression model another year forward is added. The reason for 
beginning with three years (2005, 2006, 2007) is that this is a requirement for time-series 
analysis, and therefore a must if one is to utilize panel models.  
 
Here follows a table covering the main results of the regression analysis. To note here is 
that some variables have been excluded, namely the ones controlling for each year. This is 
because they are not necessarily of key interest. However, these results can still be viewed, 
as the full tables can be found still in Appendix 5. Additional details are available at 
request7.  

Table 22 – Results: 2005-2010 

 (2005-2007) (2005-2008) (2005-2009) (2005-2010) 
VARIABLES FEM REM REM REM 
EWR -0.000916 0.000501 0.000268 6.97e-05 
 (0.00274) (0.00110) (0.00104) (0.00126) 
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AR_lag 0.000374 0.00387*** 0.00461*** 0.00291*** 
 (0.00174) (0.000880) (0.000765) (0.000662) 
lnMV_lag 0.151 0.0108 0.0169 0.0134 
 (0.247) (0.0259) (0.0244) (0.0220) 
lnPER_lag 0.0774 0.0466 0.0376 0.0223 
 (0.0717) (0.0407) (0.0353) (0.0389) 
lnPBV_lag -0.252 -0.104** -0.0726 -0.0837* 
 (0.270) (0.0526) (0.0482) (0.0439) 
ROA_lag -0.00630 0.00131 0.000840 0.00116 
 (0.00500) (0.00261) (0.00228) (0.00234) 
lnINT_lag 0.00253 0.00231 0.00368** 0.00344** 
 (0.00605) (0.00188) (0.00175) (0.00170) 
lnCAPEXP_lag -0.00848 -0.00513 -0.00487 -0.00479* 
 (0.00675) (0.00367) (0.00349) (0.00269) 
Constant 1.989 3.075*** 3.008*** 3.120*** 
 (2.269) (0.279) (0.258) (0.251) 
Observations 172 265 355 430 
R-Squared 0.087 0.1812 0.2218 0.1572 
Firms 93 96 96 96 
Firm FE YES    
Year FE YES    

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

 
2005-2007 
With the first model, which is a fixed effects model, neither the independent variable EWR, 
nor the control variables are statistically significant at a 0.05 level. Further, the model 
indicates a value of R-Squared at 0.087. When testing this model with the Likelihood Ratio 
test, a value of 0.8507 is given, which is far from the required level of 0.05 for statistical 
significance. Subsequently, the conclusion here is that for this period, the variable EWR is 
insignificant, and lacking a relation to the dependent variable INVRECCONQ2. Including 
EWR does not significantly make the model better.  
 
2005-2008 
The second model, a random effects one, shows statistical significance at a 0.05 level in 
four different variables, namely AR_lag, lnPBV_lag and the two controls for years in 
2007.YEAR and 2008.YEAR. The model as a whole indicates for a 0.1812 R-Squared. For 
the Likelihood Ratio test, a value of 0.6527 is given, which is therefore not statistically 
significant. Therefore, as with the previous model, EWR appears to lack a relation to 
INVRECCONQ2. Including EWR does not significantly make the model better.  
 
2005-2009 
Similarly to the second model, this one was fitted as a random effects, as indicated from the 
testing of the most suitable model. Here, there are three significant variables, namely 
AR_lag, lnINT_lag, and the control for year 2008 in 2008.YEAR. As a model, it has a R-
Squared of 0.2218, making it the model so far with the highest value in this regard. 
Looking at the Likelihood Ratio test, a value of 0.7859 is received, therefore indicating as 



 68 

with the previous model that the inclusion of EWR does not significantly improve it. It 
appears here as well as if EWR does not appear to have a relation with INVRECCONQ2. 
 
2005-2010 
This model is also fitted as random effects, as indicated by tests. As with the other set of 
years, there are here three significant at a 0.05 level variables: AR_lag, lnINT_lag and the 
control for 2008 in 2008.YEAR. Some weaker significant variables are also visible here, 
such as lnPBV_lag and lnCAPEXP_lag, but at a 0.1 level. The model has an R-Squared of 
0.1572. In terms of Likelihood Ratio, the test shows a value of 0.9424, indicating exactly 
what has been found in previous models. It appears as if EWR lacks a relation to 
INVRECCONQ2, and the inclusion of EWR does not improve the model. 
 
 (2005-2011) (2005-2012) (2005-2013) (2005-2014) 
VARIABLES REM REM FEM FEM 
EWR -0.000658 -0.000633 -7.65e-05 -0.000370 
 (0.00117) (0.00112) (0.00146) (0.00143) 
AR_lag 0.00314*** 0.00366*** 0.00262*** 0.00272*** 
 (0.000539) (0.000509) (0.000531) (0.000560) 
lnMV_lag 0.0246 0.0263 -0.0303 0.0104 
 (0.0211) (0.0206) (0.0721) (0.0707) 
lnPER_lag 0.0292 0.0235 0.0158 0.0135 
 (0.0286) (0.0277) (0.0265) (0.0236) 
lnPBV_lag -0.100** -0.120*** -0.0440 -0.0660 
 (0.0402) (0.0391) (0.0670) (0.0610) 
ROA_lag 0.000882 0.000796 0.00233 0.00329* 
 (0.00183) (0.00173) (0.00202) (0.00170) 
lnINT_lag 0.00337** 0.00292** 0.000937 -0.00186 
 (0.00155) (0.00138) (0.00335) (0.00353) 
lnCAPEX_lag -0.00468 -0.00390 -0.00456 -0.00299 
 (0.00289) (0.00270) (0.00309) (0.00312) 
Constant 3.043*** 3.052*** 3.564*** 3.241*** 
 (0.234) (0.223) (0.678) (0.653) 
Observations 511 595 678 754 
R-Squared 0.1716 0.1796 0.160 0.172 
Firms 96 96 96 96 
Firm FE   YES YES 
Year FE   YES YES 

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
Table 23 – Results: 2005-2014 

2005-2011 
The trend continues, with this also being a random effects model as indicated from different 
tests. Here, AR_lag is shown to be statistically significant together with lnPBV_lag and 
lnINT_lag, and the controls for year 2007 and 2008. This model shows a R-Squared of 
0.1716. In terms of Likelihood Ratio, the model shows a value of 0.4772, which once more 
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shows that the inclusion of EWR is not significantly improving the model. As with previous 
models, there appears to be no relation between EWR and INVRECCONQ2.  
 
2005-2012 
This model is a random effects one as well, showing the same statistically significant 
variables as with the preceding model, except for a stronger statistical significance for 
lnPBV_lag. The model has an R-Square value of 0.1796, and the Likelihood Ratio stands at 
0.4764, continuing the trend of no significant improvement of the model with EWR in it. 
There appears to be no relation between EWR and INVRECCONQ2. 
 
2005-2013 
For this set of years, a fixed model is most efficient according to tests, and it is therefore 
fitted. Compared with previous set of years, the statistical significance of lnPBV_lag and 
lnINT_lag disappears, holding only AR_lag and the year controls for 2007 and 2008 
statistically significant at the required level. This model has a R-Squared of 0.16, and a 
Likelihood Ratio of 0.9426. Subsequently, there is still no statistical significance for EWR, 
and thus this points at no relation between INVRECCONQ2. 
 
2005-2014 
As with the previous model, this one is also a fixed effects. Here, as with the previous 
model, AR_lag remains statistically significant, and so do the controls for year 2007 and 
2008. A weak significance at a 0.1 level is also shown for ROA_lag. In terms of R-Squared, 
this model shows a value of 0.172. When testing the Likelihood Ratio, the value that is 
shown is 0.7162, thereby hinting that the inclusion of EWR does not significantly improve 
the model. Still, there appears to be no relation between EWR and INVRECCONQ2.  
 
Conclusion 
All fitted models are highly insignificant in the variable of interest, namely EWR. This can 
be seen both from the fact that EWR is statistically insignificant at the required 0.05 level, 
and that the Likelihood Ratios all point to the fact that including the variable itself does not 
improve the models.   

5.2.2. Subperiods: 2005-2008 & 2009-2012 
This section seeks to answer whether or not there is a difference in the value-relevance of 
CSR between these two periods. The periods have been chosen based around the point of 
the financial crisis, giving us two different periods to test, pre-crisis and post-crisis.  
 
Here, just as earlier, the decision was made to simply display only the variables of key 
interest, and not the control variables that pertain to the years. However, these tables can 
still be seen in Appendix 5, so they are still in existence for the reader to look at. Focus will 
however mostly be on elaborating the results that pertain to the variables of key interest. 
Additional details are available at request8.  
 
 

 
                                                
8 fnslund@gmail.com and sumaiyadu90@gmail.com 
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Table 24 – Results: Periods 

 (2005-2008) (2009-2012) 
VARIABLES REM REM 
EWR 0.000501 -0.00172 
 (0.00110) (0.00179) 
AR_lag 0.00387*** 0.00270*** 
 (0.000880) (0.000619) 
lnMV_lag 0.0108 0.0545** 
 (0.0259) (0.0257) 
lnPER_lag 0.0466 0.00510 
 (0.0407) (0.0352) 
lnPBV_lag -0.104** -0.198*** 
 (0.0526) (0.0484) 
ROA_lag 0.00131 -0.000503 
 (0.00261) (0.00300) 
lnINT_lag 0.00231 0.00272 
 (0.00188) (0.00166) 
lnCAPEXP_lag -0.00513 -0.00223 
 (0.00367) (0.00843) 
Constant 3.075*** 2.990*** 
 (0.279) (0.276) 
Observations 
R-Squared 

265 
0.1812 

240 
0.1609 

Firms 96 91 
Firm FE   
Year FE   

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

 
2005-2008 
After testing, it was found that the random effects model is the most fitting for the data for 
this period. Subsequently, such a model is fitted, and it is shown that there are four 
statistically significant variables: AR_lag, lnPBV_lag, and the two controls for year 2007 
and 2008. The R-Squared of the model is 0.1812 R-Squared, and the Likelihood Ratio 
amounts to 0.6527, indicating what has been found earlier, namely that EWR does not 
significantly improve the model, nor does there appear to be a relation for it to 
INVRECCONQ2.   
 
2009-2012 
This is fitted with a random effects model after testing for the most efficient method, and 
the conclusion from doing so is that there are three statistically significant variables in the 
model: AR_lag, lnMV_lag, and lnPBV_lag at a 0.05 significance level. As a model, it 
showcases a R-Squared of 0.1609, and a Likelihood Ratio of 0.2448. To note here is that 
this is so far the lowest value achieved on that ratio, and EWR is also here at the lowest p-
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value out of the presented models so far at 0.252. However, it is still not statistically 
significant. There thus appears to be no relation between EWR and INVRECCONQ2.  
 
Conclusion 
As with previous models, no statistical significance is found for variable EWR, not even 
post-crisis. The model for 2009-2012 shows a trend towards it, but the variable is in itself 
still far from statistical significance, and therefore one cannot draw any larger conclusions 
from it. There is likely therefore no relation between EWR and INVRECCONQ2.  

5.2.3. Nations 
In this subsection, the intention is to look at whether or not differences exist between the 
nations in regards to the value-relevance of CSR. Here, the firms have simply been divided 
up in accordance to their national belonging, and from that point regression has been 
performed. Here, as with previous tables, the control variables for the years are excluded 
for the same reasoning. Additional details are available at request9.  
 

Table 25 – Results: Nations  

 (Sweden) (Norway) (Denmark) (Finland) 
VARIABLES REM FEM REM REM 
EWR -0.000891 -0.00131 -0.00134 -0.000775 
 (0.00138) (0.00278) (0.00220) (0.00252) 
AR_lag 0.00309*** 0.00302** 0.00395*** 0.00478*** 
 (0.000791) (0.00108) (0.00146) (0.00134) 
lnMV_lag -0.0371 0.0989 0.106 0.00211 
 (0.0364) (0.142) (0.0790) (0.0671) 
lnPER_lag -0.0151 0.0818* 0.0556 -0.0605 
 (0.0325) (0.0452) (0.0636) (0.0562) 
lnPBV_lag -0.0391 -0.318** -0.0614 -0.0777 
 (0.0465) (0.122) (0.0844) (0.118) 
ROA_lag 0.00228 -0.00497 0.00295 0.000869 
 (0.00256) (0.00679) (0.00344) (0.00736) 
lnINT_lag 0.00151 -0.00752 0.00167 -0.00825** 
 (0.00183) (0.00900) (0.00395) (0.00418) 
lnCAPEXP_lag -0.00468 -0.00140 -0.00329 -0.0129 
 (0.00373) (0.00940) (0.00760) (0.0131) 
Constant 3.785*** 2.673* 1.979*** 3.735*** 
 (0.368) (1.387) (0.758) (0.545) 
Observations 325 141 133 155 
R-Squared 0.1586 0.203 0.2189 0.2615 
Firms 41 19 17 19 
Firm FE  YES   
Year FE  YES   

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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Sweden 
For Sweden, a random effects model is fitted in accordance with what the statistical tests 
suggests. Here, only two variables show up as statistically significant, and these are 
consistent with previous models: namely AR_lag and the time control for year 2008. The 
model shows an R-Squared of 0.1586, and when testing for the Likelihood Ratio one gets a 
result of 0.5712, meaning that the inclusion of EWR does not better the model. As such, 
there appears to be no relation between EWR and INVRECCONQ2.  
 
Norway 
A fixed effects model was found to be the most efficient model through testing, and 
subsequently it is fitted to the data. Here, three variables stand out as significant: AR_lag, 
lnPBV_lag and the control variable for year 2008. As a whole, the model has a R-Squared 
of 0.203, and the Likelihood Ratio stands at 0.6586. There appears to be no relation 
between EWR and INVRECCONQ2.  
 
Denmark 
Similar to the model for Sweden, the one for Denmark is also a random effects model, and 
the results also show much of the same whereby the only statistical significance relates to 
AR_lag and the control variable for year 2008. The R-Squared value of the model is 0.2189, 
and the Likelihood Ratio is 0.4369. As seen here then, there appears to be no relation 
between EWR and INVRECCONQ2.  
 
Finland 
For Finland, a random effects model is deemed to be most fitting. Here, as with other 
models, AR_lag is statistically significant. However, another control variable is also 
statistically significant, namely lnINT_lag. Furthermore, the control for years 2008, 2013 
and 2014 are also statistically significant. The R-Squared value is at 0.2615, and the 
Likelihood Test is 0.6161, indicating exactly what has been found previously. Inclusion of 
EWR does not make the model significantly better. As such, there appears to be no relation 
between EWR and INVRECCONQ2.  
 
Conclusion 
No statistical significance can be found for EWR in any of the models. Subsequently there 
appears to be no real difference between the nations in terms of the question at hand. All 
models are also not significantly better with EWR included. There appears therefore to be 
no relation between EWR and INVRECCONQ2.  

5.2.4. Industries 
Controlling for the different industries and understanding whether the value relevance 
differs between them is also of interest to this thesis. Therefore, the dataset has been 
divided up based on the different industrial belongings, and subsequently regression models 
have been fitted to each one of them. To note is that one sector is excluded, namely the 
utilities one as it only has one firm, and therefore also only 10 observations. Additional 
details are available at request10.  
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Table 26 – Results: Basic Materials 

 (Basic Materials) (Basic Materials) 
VARIABLES OLS REM 
EWR 0.0109** 0.0130** 
 (0.00512) (0.00612) 
AR_lag 0.000750 0.000809 
 (0.00179) (0.00205) 
lnMV_lag -0.105** -0.121** 
 (0.0507) (0.0556) 
lnPER_lag -0.0535 -0.00743 
 (0.0586) (0.0799) 
lnPBV_lag 0.104 0.126 
 (0.150) (0.216) 
ROA_lag 0.0273*** 0.0294*** 
 (0.00935) (0.0113) 
lnINT_lag 0.000783 -0.000953 
 (0.0122) (0.0139) 
lnCAPEXP_lag -0.0388*** -0.0373** 
 (0.0142) (0.0165) 
Constant 3.534*** 3.436*** 
 (0.505) (0.584) 
Observations 59 59 
R-squared 0.409 0.4661 
Firm FE   
Year FE   

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

Basic Materials 
After controlling for what model fits best, it was concluded that a fixed effects model was 
not appropriate. Thereafter, it was subsequently also shown that the random effects model 
was not entirely suitable either, therefore favouring the standard OLS model. However, 
both were fitted to the data, and are also showcased. For both of the models, there are four 
statistically significant variables: EWR, lnMV_lag, ROA_lag and lnCAPEXP_lag. As such, 
here the first statistical significance of the proxy for CSR is shown. There does therefore 
appear to be a relation between EWR and INVRECCONQ2. R-Squared is 0.4661 for the 
random effects model, and 0.409 for the OLS model. The Likelihood Ratio test confirms 
the significant effect of the inclusion of EWR, ending up at a statistically significant value 
of 0.0143. 

Table 27 – Results: Consumer Goods 

 (Consumer Goods) (Consumer Goods) 
VARIABLES OLS REM 
EWR 0.00374 0.00526 
 (0.00247) (0.00330) 
AR_lag 0.00217 0.00170 
 (0.00218) (0.00238) 
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lnMV_lag -0.0294 -0.0462 
 (0.0377) (0.0426) 
lnPER_lag -0.0814 -0.106 
 (0.0742) (0.0829) 
lnPBV_lag -0.274*** -0.263** 
 (0.0910) (0.103) 
ROA_lag 0.0282* 0.0219 
 (0.0150) (0.0168) 
lnINT_lag 0.00139 0.00214 
 (0.00383) (0.00405) 
lnCAPEXP_lag 0.0161 0.0268 
 (0.0197) (0.0224) 
Constant 3.598*** 3.546*** 
 (0.504) (0.544) 
Observations 74 74 
R-squared 0.264 0.3257 
Firm FE   
Year FE   

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

Consumer Goods 
Similarly as with the model for Basic Materials, it was found that both OLS and random 
effects were more suitable for the data for Consumer Goods. In the case of this model, only 
one variable ended up statistically significant, and that was lnPBV_lag. To note, however, 
is that EWR has a p-value of 0.111 for the random effects model, and 0.135 for the OLS. 
The OLS model has an R-Squared of 0.264, and the random effects model 0.3257. As for 
the Likelihood Ratio, it stands at 0.0724, hinting at a weak statistical significance. All in 
all, however, there appears to not be any relation between EWR and INVRECCONQ2.  
 

Table 28 – Results: Consumer Services 

 (Consumer Services) (Consumer Services) 
VARIABLES OLS FEM 
EWR -0.00579* -0.00495 
 (0.00331) (0.00443) 
AR_lag 0.00253 0.000725 
 (0.00213) (0.00243) 
lnMV_lag 0.0504 0.0364 
 (0.0605) (0.171) 
lnPER_lag -0.0757 0.000426 
 (0.0850) (0.0947) 
lnPBV_lag 0.0586 0.0894 
 (0.101) (0.149) 
ROA_lag 0.0102 0.00672 
 (0.00697) (0.00861) 
lnINT_lag -0.00530 -0.00222 
 (0.00328) (0.00876) 
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lnCAPEXP_lag -0.0947*** 0.00413 
 (0.0274) (0.0375) 
Constant 3.731*** 2.895** 
 (0.666) (1.387) 
Observations 62 62 
R-squared 0.372 0.374 
Firm FE  YES 
Year FE  YES 

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

Consumer Services 
In regards to this set, an ordinary OLS and fixed effects model are indicated by the tests as 
most appropriate. The fixed effects model provides no statistically significant variables, 
while the OLS does. lnCAPEXP_lag is statistically significant, and EWR is weakly so at a 
0.1 level. R-Squared for both of the models are similar, at 0.372 and 0.374 respectively. 
The Likelihood Ratio stands at 0.1564, which therefore suggests that the inclusion of EWR 
is not making the model significantly better. In the case of this sector, there appears 
therefore to be no relation between EWR and INVRECCONQ2.  
 

Table 29 – Results: Financials 

 (Financials) (Financials) 
VARIABLES OLS FEM 
EWR 0.000915 -0.00556* 
 (0.00136) (0.00303) 
AR_lag 0.00629*** 0.00689*** 
 (0.00193) (0.00206) 
lnMV_lag -0.0478 -0.502 
 (0.0398) (0.304) 
lnPER_lag -0.0739 -0.0711 
 (0.0564) (0.0627) 
lnPBV_lag -0.137 -0.0557 
 (0.0971) (0.358) 
ROA_lag 0.00875* 0.00166 
 (0.00443) (0.00515) 
lnINT_lag 0.0418** 0.00759 
 (0.0172) (0.0195) 
lnCAPEXP_lag -0.0111** -0.00525 
 (0.00542) (0.00603) 
Constant 3.975*** 8.971*** 
 (0.426) (3.036) 
Observations 119 119 
R-squared 0.221 0.301 
Firm FE  YES 
Year FE  YES 

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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Financials 
After testing, OLS and fixed effects are regarded as the most suitable methods. Here, there 
is no statistically significant effect on EWR. For the fixed effects model, there appears to be 
one at a 0.1 level. Overall though, the OLS model shows that AR_lag, lnINT_lag and 
lnCAPEX_lag are significant, while the fixed effects only show this for AR_lag and the 
control for year 2008. In terms of R-Squared, the OLS returns a value of 0.221, and the 
fixed effects a value of 0.301. In terms of the Likelihood Ratio, a value of 0.0335 is 
registered for the fixed effects model, and 0.1137 for the OLS. However, it appears here 
still that no clear relation exists between EWR and INVRECCONQ2.  
 

Table 30 – Results: Health Care 

 (Health Care) (Health Care) 
VARIABLES OLS FEM 
EWR -0.000675 -0.00400* 
 (0.00150) (0.00236) 
AR_lag 0.00183 0.00443*** 
 (0.00160) (0.00148) 
lnMV_lag 0.145*** -0.0397 
 (0.0299) (0.119) 
lnPER_lag 0.162 -0.239** 
 (0.107) (0.112) 
lnPBV_lag -0.00830 0.108 
 (0.0936) (0.126) 
ROA_lag -0.000612 0.00668 
 (0.00735) (0.00886) 
lnINT_lag 0.00774*** 0.00306 
 (0.00258) (0.00426) 
lnCAPEXP_lag -0.0292* 0.0392** 
 (0.0149) (0.0157) 
Constant 1.219*** 3.808*** 
 (0.383) (1.092) 
Observations 84 84 
R-squared 0.553 0.412 
Firm FE  YES 
Year FE  YES 

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

Health Care 
Testing showed that OLS and fixed regression were most suitable, and therefore these 
models were fitted. OLS showcased significance only for lnMV_lag and lnINT_lag, with a 
weak significance at a 0.1 level for lnCAPEX_lag. Fixed effects model on the other hand 
show significance for AR_lag, lnPER_lag, lnCAPEX_lag, and the variables for year 2007, 
2008, 2009, and 2011. A weak significance for EWR is shown at a 0.1 level. R-Squared is 
0.553, and 0.412 respectively, while the Likelihood Ratio states a value of 0.0442. There 
appears therefore to be a weak relation between EWR and INVRECCONQ2.  
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Table 31 – Results: Industrials 

 (Industrials) (Industrials) 
VARIABLES OLS REM 
EWR -0.000278 -0.000206 
 (0.00167) (0.00198) 
AR_lag 0.00539*** 0.00365*** 
 (0.00166) (0.00115) 
lnMV_lag 0.0190 0.0206 
 (0.0201) (0.0302) 
lnPER_lag 0.160** 0.116** 
 (0.0785) (0.0491) 
lnPBV_lag -0.208*** -0.203** 
 (0.0714) (0.0857) 
ROA_lag -0.00144 -9.18e-05 
 (0.00460) (0.00169) 
lnINT_lag -0.00339 -0.00168 
 (0.00239) (0.00448) 
lnCAPEXP_lag -0.0198*** -0.0123* 
 (0.00615) (0.00633) 
Constant 3.066*** 3.073*** 
 (0.291) (0.413) 
Observations 195 195 
R-squared 0.177 0.2979  
Firm FE   
Year FE   

Robust standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

Industrials 
For industrials, both an OLS model and a random effects model was fitted, as this was 
deemed most appropriate by the tests. Both models show no statistical significance for 
EWR. OLS model shows statistical significance for AR_lag, lnPER_lag, lnPBV_lag and 
lnCAPEX_lag, while the random effect one shows for AR_lag, lnPER_lag, lnPBV_lag, and 
for the control for year 2008. OLS shows an R-Squared of 0.177, while random effects 
highlights one of 0.2979. The Likelihood Ratio states a value of 0.5479. Here, as 
showcased in the previous models as well, there appears to be no relation between EWR 
and INVRECCONQ2. 

Table 32 – Results: Oil & Gas 

 (Oil & Gas) (Oil & Gas) 
VARIABLES OLS FEM 
EWR -0.00274 -0.00898* 
 (0.00183) (0.00492) 
AR_lag 0.000516 0.00150 
 (0.00151) (0.00146) 
lnMV_lag 0.0384 0.332** 
 (0.0329) (0.157) 
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lnPER_lag 0.0224 0.0658 
 (0.0519) (0.0565) 
lnPBV_lag 0.111 -0.103 
 (0.0961) (0.147) 
ROA_lag -0.000352 -0.00791 
 (0.00650) (0.00673) 
lnINT_lag 0.00104 -0.00197 
 (0.00414) (0.00896) 
lnCAPEXP_lag 0.000795 0.00347 
 (0.00531) (0.00635) 
Constant 3.123*** 0.723 
 (0.377) (1.366) 
Observations 84 84 
R-squared 0.120 0.395 
Firm FE  YES 
Year FE  YES 

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

Oil & Gas 
An OLS model, as well as a fixed effects model is fitted best here. The OLS model shows 
no statistically significant variables, while the fixed effects one does. It highlights that 
lnMV_lag is statistically significant, and that EWR is weakly so at a 0.1 level. The R-
Squared is 0.120 and 0.395 respectively, and the Likelihood Ratio stands at 0.0291 for the 
fixed effects model, and 0.1680 for the OLS. There appears therefore to not be an entirely 
clear relation between EWR and INVRECCONQ2. 
 

Table 33 – Results: Technology and Telecommunications 

 (Technology) (Telecommunications) 
VARIABLES OLS OLS 
EWR -0.00812 -0.00533 
 (0.00487) (0.00547) 
AR_lag 0.000839 0.00316 
 (0.00234) (0.00303) 
lnMV_lag 0.0721 0.144*** 
 (0.0670) (0.0497) 
lnPER_lag -0.0433 -0.0626 
 (0.120) (0.187) 
lnPBV_lag 0.176 -0.273 
 (0.202) (0.201) 
ROA_lag -0.00405 0.00168 
 (0.0145) (0.00879) 
lnINT_lag 0.000380 -0.0192 
 (0.00604) (0.0141) 
lnCAPEXP_lag -0.0120 0.0595** 
 (0.0640) (0.0260) 
Constant 3.282*** 2.768** 
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 (1.066) (1.082) 
Observations 34 34 
R-squared 0.407 0.671 
Firm FE   
Year FE   

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

 
Technology 
Because of the small number of firms and observations for this sector, a simple OLS model 
is fitted and regressed upon it. For the technology sector, no statistically significant 
variables are shown. The R-Squared is 0.407. The Likelihood Ratio returns a value of 
0.1948. As such, there appears to be no relation between EWR and INVRECCONQ2. 
 
Telecommunications 
Similar to technology, this sector also has few firms and observations, and therefore a 
simple OLS model is the choice. Here, two variables are returned as statistically significant, 
lnMV_lag and lnCAPEX_lag. The R-Squared is 0.671, and the Likelihood Ratio stands at 
0.1930. Therefore, there appears to be no relation between EWR and INVRECCONQ2.  

5.2.5. Recommendations 
With this section, the intention was to explore whether or not there is a difference in value-
relevance in terms of CSR and its connection to stock recommendations. As stated, there 
were 5 levels to look at, but ultimately only two could be tested for here because of a lack 
of data for the others. As such, only the Buy and the Hold recommendation could be tested. 
Additional details are available at request11. 
 

Table 34 - Results: Recommendations 

 (Buy) (Buy) (Hold) 
VARIABLES OLS REM FEM 
    
EWR -0.00288*** -0.00233*** -0.000108 
 (0.000580) (0.000639) (0.00132) 
AR_lag 0.000666 0.000852 0.000678 
 (0.000578) (0.000603) (0.000751) 
lnMV_lag 0.00473 -0.00299 -0.0678 
 (0.0115) (0.0130) (0.0576) 
lnPER_lag 0.00763 0.0147 -0.0160 
 (0.0228) (0.0233) (0.0268) 
lnPBV_lag -0.0676** -0.103*** 0.137*** 
 (0.0275) (0.0319) (0.0508) 
ROA_lag 0.00219 0.000819 0.000747 
 (0.00221) (0.00221) (0.00216) 
lnINT_lag -0.000447 -0.000272 -0.00377 

                                                
11 fnslund@gmail.com and sumaiyadu90@gmail.com 
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 (0.000740) (0.000847) (0.00275) 
lnCAPEXP_lag -0.000161 0.000653 -0.00213 
 (0.00233) (0.00250) (0.00312) 
Constant 4.009*** 4.062*** 3.756*** 
 (0.129) (0.144) (0.537) 
Observations 171 171 318 
R-squared 0.223 0.2285 0.120 
Firm FE   YES 
Year FE   YES 

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

Buy 
Tests highlighted that OLS and random effects were the proper models. Therefore, both 
were fitted to the data, to give something to contrast with. Both these models showed two 
statistically significant variables, namely EWR and lnPBV_lag. For the OLS model, EWR 
was significant at a 0.01 level, and similarly for the random effects model. Interestingly, the 
sign of the coefficient is negative, and it is also a rather small coefficient. Nonetheless, it is 
an interesting result. In terms of R-Squared, the OLS model returns a value of 0.223, and 
the random effects one at 0.2285. As such, there appears to be a relation between EWR and 
INVRECCONQ2 in the case of a Buy recommendation. Here, a Likelihood Ratio of 0.000 is 
returned, highlighting the value of the inclusion of EWR into the model.   
 
Hold 
Testing highlighted fixed effects as the most suitable option for testing, while OLS was 
conclusively rejected. Here, only one variable showed statistical significance, and this was 
lnPBV_lag, at a level of 0.01. In terms of R-Squared, the model returns a value of 0.120. In 
the case of the Hold recommendation, there appears therefore to be no relation between 
EWR and INVRECCONQ2. The value of the inclusion of EWR is rejected, with a 
Likelihood Ratio of 0.9222. 
 
Conclusion 
As it was not possible to test more than two types of recommendations, this section is 
somewhat lacking. However, the two that were tested are still of high interest as they 
appear to be some of the most common ones to be issued. Hold did not return any specific 
results of high interest, but Buy did. Here, it was shown that EWR was statistically 
significant, and with a surprisingly negative coefficient. 

5.2.6. Ethical & Social Considerations 
Zikmund et al. (2012, p. 94) speak of a concept called pseudo-research, which they define 
as research that is done to facilitate a certain idea and viewpoint. This is worth considering 
here in connection to the thesis subject. With CSR being such a topical and talked about 
concept, it is possible to be biased in favor of different standpoints. However, the authors of 
this thesis want to note that this has not affected them in conducting the empirical side of 
this study.  
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There is no bias in favor of CSR, and therefore the sole focus has been on conducting this 
study objectively in a manner in which there is no interference on the part of the authors of 
this thesis, and no search for statistical significances just for the matter of finding such has 
been done. The only thing that has been done, and this is fully justified by statistical 
methods, is to transform specific variables so as to obtain data more suitable for regression 
models.  
 
In presenting the results, it is key for the researcher to be honest and not misrepresent what 
is found (Zikmund et al. 2012, p. 96). The authors of this thesis have adhered to this, 
because of a belief in the fact that honesty is a key tenet to proper research, and have 
presented exactly what is found without trying to build up or downplay a result of statistical 
testing. This furthermore relates to the keywords of the European Science Foundation, 
(2011, p. 5). By being open and honest, one shows responsibility towards the stakeholders 
that are affected by the results of this thesis.   
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CHAPTER VI. Analysis 
In this chapter, which builds upon the preceding chapter on results, analysis is followed 
through to look at the results from the theoretical framework that was developed in chapter 
three. As such, connections are made between what has and has not been found to the 
theory, so as to explain the results. As such, here the final rejection or acceptance of the 
stated hypotheses are done as well as discussed.  

6.1. Presentation 
To frame the chapter for the reader, this section begins with a brief discussion of how the 
analysis will be done. The chapter is divided up into different subsections, whereby the first 
one deals with the statistical assumptions that are further discussed to highlight potential 
issues with the analysis, results and conclusions thereof.  
 
After this comes a part on the significant results, whereby each case where statistical 
significance is found is elaborated on and connected with the theoretical framework. 
Naturally, the focus is on the variable that is the proxy for CSR, but regardless of that the 
authors of this thesis consider it important to look towards the control variables that show 
statistical significance as well.  
 
These two sections then lead into a section called implications of results/general discussion, 
which is intended to be a broader discussion in relation to the theoretical framework, and 
especially the main theories that this thesis is built upon: institutional theory, legitimacy 
theory, agency theory, and stakeholder theory. Here, all the previous discussions will be 
taken into consideration, so as to raise the level of abstraction.  
 
Lastly, a discussion relating to the ethical and social considerations that relate to the 
analysis is covered, so as to continue to frame the results within the societal and ethical 
discussions, which have been highlighted throughout.  

6.2. Statistical Assumptions 
As highlighted in the beginning of the results chapter, there are grounds for arguing that 
some of the statistical assumptions for linear regression have been violated. Primarily, the 
assumption of a normal distribution is the assumption, which fails in some of the cases, 
which therefore can cause the regression results to be less efficient and therefore not 
technically rigorous. However, when conceivable the decision was to improve upon the 
data by transforming it via the help of the natural logarithm. This produced data more in 
line with the normal distribution in the cases where it was used, which therefore improved 
the model. To note though is that the interpretation of the variables that were transformed 
differ from the untransformed ones, which needs to be considered when analyzing the 
results.  
 
It would have been possible to remove all the outliers, which would have ensured that the 
data would have fit much better to the models. However, it can be argued that this also 
would be a choice that could potentially skew the results as well as one does not take the 
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fact that outliers are a natural part of reality, and thus something that definitely should be 
kept in mind.  
 
In the case of this thesis, Ioannou and Serafeim (2015) has been key in guiding the method. 
Note though that this is something that one can consider for future research, where it may 
be possible to take other statistical models in considerations, and apply a more rigorous and 
technical side to the problem at hand. This could then shed light on the issue through the 
usage of different types of models that may fit the data better.  
 
However, it should also be highlighted that considerable testing has been made in terms of 
the dataset to ensure that the most suitable model is utilized. These tests have been looked 
at thoroughly beforehand to ensure that they are interpreted correctly, and following them 
should theoretically lead to models that are suitable for the statistical analysis.  
 
Overall though, where possible it the authors of this thesis has, as mentioned, corrected for 
potential statistical issues and worked towards making the data fit better to the statistical 
assumptions at hand, while not removing the outliers. Results should therefore be fairly 
reliable.  

6.3. Significant Results 
In this section, the significant results that were found in the results are elaborated upon and 
discussed, as well as connected with previous research so as to show whether or not it 
confirms previous findings.  

6.3.1. Main Population 
Generally, in terms of significant parameters for the main population over the years, there 
are only a few of the variables within the model that shows statistical significance. In 
between 2005 and 2010, the only statistically significant variables within the required 
threshold (p < 0.05) are AR_lag and ln_PBV, as well as lnINT_lag under some of the time 
periods. AR_lag stays highly significant throughout (p < 0.01), except for in the very first 
period. This is in line with what one would expect, whereby financial performance will 
matter to the analyst (Jeegadesh et al., 2004, pp. 1087-1088; Ioannou and Serafeim 2015, p. 
1063). In terms of the parameter, it is positive, as one would expect. Analysts are naturally 
going to look for stocks that perform better than the market, as this signals that the firm is 
doing something that makes it stand out compared to its competitors.  
 
ln_PBV is also in line with the theoretical framework, whereby it appears to matter to the 
analyst in issuing a recommendation (Jeegadesh et al., 2004, p. 1088; Ioannou and 
Serafeim, 2015, p. 1063). However, to note here is that the parameter is negative, meaning 
that it is pointing to it not being value relevant in the manner that is expected. As such, it 
appears to be the case that analysts do not favour firms that have high price-to-book values.  
 
On the other hand, lnINT_lag is highly significant in many of the years, highlighting that 
analysts appear to favour firms with a large amount of intangibles. This could be in line 
with what Ioannou and Serafeim (2015, p. 1063) posits, whereby then these analysts would 
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rate firms with a higher amount of intangibles more favourably based upon them growing 
by acquisitions of other firms.  
 
As such, this leads to the acceptance of the alternative first hypothesis. Value-relevance of 
CSR, does not appear to have increased over time.  
 
H1a: The value-relevance of CSR has not, in the eyes of financial analysts and their stock 
recommendations, increased in the Nordic markets.  

6.3.2. Subperiods: 2005-2008 & 2009-2012 
For the different subperiods, results differ somewhat. In the case of the very first model, 
which is based on the years 2005 to 2008, one finds, as was shown earlier that AR_lag and 
lnPBV_lag are the two variables, which are statistically significant. This is all in line with 
what has been found previously, but with the difference that lnPBV_lag has a negative 
parameter.  
 
On the other hand, when one looks at the second subperiod, which takes the years 2009 to 
2012 in consideration, one sees immediately that another variable has become statistically 
significant. This is lnMV_lag, at a level below the required level (p < 0.05). This is natural, 
as highlighted by both Jeegadesh et al. (2004, p. 1088) and Ioannou and Serafeim (2015, p. 
1063), larger firms are likely to be also covered more intensely, and also traded more often.  
 
As such, this leads to the acceptance of the alternative second hypothesis. Value-relevance 
of CSR, does not appear to have increased after the financial crisis. 
 
H2a: After the financial crisis the value-relevance, in the eyes of financial analysts and 
their stock recommendations, has not increased in the Nordic markets. 

6.3.3. Nations 
As discussed in the theoretical framework, the context matters a lot. Generally, however, it 
can be argued that it should not matter all that much in the case of the sampled nations in 
this thesis as they are considered to be similar in many ways institutionally, as argued for 
by Gjølberg (2010, p. 209). What can be seen here is similar to what has been found in 
previous sections: only a few of the variables are statistically significant, and these are the 
control variables mentioned before, namely AR_lag, lnPBV_lag, and lnINT_lag. As such, 
the results do not differ much here.  
 
With that in mind, this leads to the acceptance of the third alternative hypothesis. The 
value-relevance of CSR, does not appear to differ between nations.  
 
H3a: The value-relevance of CSR, in the eyes of financial analysts and their stock 
recommendations, does not differ between nations. 

(1) Sweden 
(2) Norway 
(3) Denmark 
(4) Finland 
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6.3.4. Industries 
The industrial context is important to consider, and as such the dataset was divided up 
based on the industrial context, which a firm is considered to be in, so as to control for it as 
recommended by Van Beurden and Gössler (2008, p. 13). Here, the first statistically 
significant result in terms of the CSR proxy variable is found for the Basic Materials 
industrial sector at the required level. One could posit that this makes sense, as basic 
materials involve resource extraction, which can produce negative effects on the 
environment, which therefore are necessary to control for. It is conceivable then that one 
could see a CSR strategy as a venue for controlling for that, which would therefore be 
value-relevant to an analyst.    
 
Other than this factor, the results show much of the same results as previously discussed, 
whereby AR_lag, lnMV_lag, lnPBV_lag, lnCAPEXP_lag are all statistically significant. 
Additionally, which was not seen in previous models, lnPER_lag and ROA_lag showed 
statistical significance in some of the cases, which was highlighted as a likely case by both 
Jeegadesh et al. (2004, p. 1088) and Ioannou and Serafeim (2015, p. 1063).  
 
As such, the first hypothesis is accepted here for one of the industries. The value-relevance 
of CSR does appear to differ between industries. However, to note is that this is only the 
case for one industry, namely Basic Materials.  
 
H4: The value relevance of CSR, in the eyes of financial analysts and their stock 
recommendations, differ between industries. 

6.3.5. Recommendations 
Similar to the national and industrial context, it is conceivable that there are differences 
between the recommendations and the value relevance of CSR. This was also showcased in 
the case of the Buy recommendation, whereby the proxy for CSR was statistically 
significant. Rather curiously, the parameter is negative, which highlighted in this case that 
it appears that analysts do not find a CSR policy to be value-relevant in this case. Whatever 
the case may be behind that viewpoint, it is likely to relate to the fact that adopting such a 
strategy is one that adds a cost for the firm, as noted by Fatemi et al. (2015, p. 182). 
However, in considering that, it still does not hold up entirely, since it has also been 
demonstrated repeatedly in the theoretical framework that there are numerous benefits to 
the usage of a CSR strategy in terms of risk, financing, and so forth. The issue will be 
further discussed in the section below.  
 
In the case of the Hold recommendation, only the lnPBV_lag control variable is statistically 
significant. As such, it shares similarities with the Buy model, but with the difference that 
the proxy variable for CSR is not statistically significant in this case.  
 
As such, the first hypothesis is accepted. There appears to be differences between how 
value-relevant CSR is considered to be in the different types of recommendations. 
 
H5: The value relevance of CSR, in the eyes of financial analysts and their stock 
recommendations, differ between the types of recommendation that they issue. 
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(1) Strong Buy 
(2) Buy 
(3) Hold 
(4) Underperform 
(5) Sell 

6.4. Implications of Results/General Discussion 
As is noted from the previous section, but also the results chapter in general, the proxy for 
CSR, in this case the variable EWR, is only very rarely statistically significant in the models 
that have been fitted to the data. This goes against what is evidenced by academic literature, 
in some sense. von Arx and Ziegler (2014, pp. 989-990) show that CSR does matter in the 
European context when relating it to the financial performance of a stock; however, it is 
also found that the relation is weaker in the European context.  As such, in the light of the 
results of this thesis one can then from the perspective of institutional theory argue that 
CSR has not been entirely institutionalized in the Nordic region, as evidenced through 
analysis of nations, industry, and over years and specific periods, as it does not appear to be 
value-relevant to analysts. Thereby, this thesis fails to spot a change in institutional logic 
over the years that have been studied, as argued for by Zajac and Westphal (2004, p. 449) 
as well as Ioannou and Serafeim (2015, p. 1071).  
 
However, to criticize that argument is important, as it is perfectly possible that CSR has 
been institutionalized within the Nordic region, simply from it being adopted by firms. This 
relates to the arguments of DiMaggio and Powell (1983, p. 149), whereby firms become 
more similar in their characteristics. This can be related to what Beckert (2010, pp. 160-
162) talks about in regards to the effect that competition has on firms, serving as both a 
way for them to become similar, but also for a way for them to specialize. It is therefore 
likely that CSR has become institutionalized and used by firms as a means of showing that 
they are responsible, and when a critical mass of firms begin to do so, this leads to others 
following them. However, this is beyond the scope of the thesis and not fully in line with 
the research question, but nonetheless something that needs to be discussed in connection to 
it.  
 
This in itself is a very interesting finding, as it goes against what was expected to have 
occurred, since academia has been able to highlight many areas in which a CSR strategy is 
beneficial to a firm. One would therefore expect that this would have led to a more positive 
view of the matter. However, there are grounds to discuss this issue in the vein of the 
findings of DiMaggio and Powell (1983, p. 152) and normative isomorphism. It is likely 
that analysts are similar in many of their characteristics, which in essence would imply that 
they also have similar views of what can be considered as value-relevant. Furthermore, it 
can be discussed in terms of openness and closeness, as highlighted by Greenwood & 
Hinings (1996, p. 1030). Whether or not the field that is looked upon is more closed or 
open is beyond the scope of this thesis, but it is worthwhile to note that this may be a factor 
that keeps change from occurring. It is therefore conceivable that the legitimization and 
institutionalization of the concept of CSR for analysts may take time. These factors are all 
important considerations to keep in mind when discussing this issue. 
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However, one could naturally argue here that, as has been mentioned, that the context of a 
study matters. Both the above-mentioned studies have been made in the US, while this one 
is in a Nordic context. These two contexts can be argued to differ in many ways 
institutionally. As shown by Martínez-Ferrero & Valeriano Frías-Aceituno (2015, pp. 23-
24) there are numerous different types of corporate governance systems. Therefore it is 
likely also that one should not be surprised as well that the view of CSR might differ. This 
fact has been noted by Aguinis and Glavas (2012, p. 933) as well as Turker (2009, p. 412). 
Matten and Moon (2008, pp. 407-409) also note that institutions are key to understanding 
how CSR becomes adopted. As such, because institutions can differ between nations, it is 
also understandable that the concept of CSR may differ between localities. Furthermore, 
there are considerable differences in the view of CSR actually is, and what it entails. If this 
is the case within academia, this is also likely to be the case in the business world at large 
as well. However, this is potentially something that could be changing as well, with the 
greater focus by different organizations, such as the PRI, UN Global Compact, and GRI 
that want to promote CSR and the like. Related to this is the talk of standardization of 
reporting, which is interesting to consider in the light of these findings. The question here is 
if it would improve reporting. It could be argued here that by setting standards that all have 
to fulfill, this would increase comparability and therefore be easier to distinguish between 
the firms and their efforts. However, it can also be argued that this will simply not be an 
efficient measure either, since this could further the issue of reporting just for the sake of 
reporting. Either way, the issue is highly interesting, and something that deserves attention 
by policy makers and academia in future studies.  
 
What could then be the reason for this result? One could posit, as Chauvey et al. (2015, pp. 
789-790) do in a French perspective, that CSR-reporting and the like, is done mostly as a 
way of legitimizing a firm. This is also somewhat the view of Michelon et al (2015, p. 75) 
in regards to what they call impression management, and what Arvidsson (2010, p. 349) 
notes in terms of trends in media related to the issue. It is also evidenced by Eccles et al 
(2011, p. 113) that there has been an increasing attention towards issues relating to ESG 
and CSR. In a way, this relates to what Beckert (2010, p. 155:157) notes in regards to 
adoption of an organizational form. Adopting a CSR strategy can be seen as an attractive 
way of legitimizing oneself, and therefore firms will do so because it solves a conundrum 
for them. In this case it would be that they wish to be perceived as socially responsible. 
Similarly, as noted by Bondy et al (2012, pp. 292-293), multinationals look to their peers 
and compare themselves to them in their reporting. Both Crifo and Forget (2015, pp. 119-
120) and Bénabou and Tirole (2010, p. 10) note that it is possible as well that firms utilize 
CSR as a means to staying under the radar and that thereby it can act as a strategic asset. By 
doing so, they avoid being looked at more closely and critically. These are all conceivable 
reasons as to why a firm might adopt these types of reporting. 
 
Since analysts are experts who follow firms very closely, they could be argued to be able to 
see through this and disregard from the extensive reporting that may not be of value at all. 
As has been evidenced, at least in the US context by Brown et al (2015), analysts value 
private contacts with the management of the firm(s) they are following very highly, as such 
it is possible here to imagine that this is the case here as well. Analysts are in that case 
likely to know that even if a firm is ranked highly in regards to CSR-related metrics, this is 
not value-relevant in their stock recommendations. This points to what Orens and Lybaert 
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(2007, pp. 267-268) found, whereby pressure from important actors on the financial 
markets have led to increased reporting, but that this does not necessarily mean that the 
information that is reported will be used in the stock recommendations. It is possible also 
that analysts disregard these matters because they find it to mostly deal with aspects that are 
meant to show a certain viewpoint, as Scalet and Kelly (2010, pp. 76-77) mention in terms 
of positive social responsibility. That would in essence point to a pessimistic view of CSR, 
whereby analysts view is that firms may be reporting simply to report. This could point 
towards their view being more in line with what Friedman (1970) spoke of in his seminal 
article, but this will be discussed further in the next paragraph. Overall, this issue can 
thereby be connected to legitimacy theory. Dowling and Pfeffer (1975, p. 127) highlight 
that there are several ways for a firm to become legitimate in the eyes of the society, one is 
to associate itself with what is currently considered to be legitimate within it. In the case 
here, a firm would then associate itself and focus on disseminating that it is taking a CSR-
strategy, while in essence it might not be done genuinely. This relates to what Cadbury 
(2006, p. 6) notes in terms of the trend of CSR, but also what Bénabou and Tirole (2010, p. 
1) argues in terms of why the importance has grown. To note as well is that Eccles et al. 
(2011, p. 114) highlight that intangible factors are now more and more important in 
valuation. In the vein of what Deegan (2002, pp. 292-293) notes, a firm would then use this 
as a strategy to gain legitimacy within society. That this is potentially an explanation is 
shown by Cormier and Magnan (2015, p. 432) in regards to environmental disclosures. Yet 
again, this can be argued to be very interesting for both policy makers and academia to 
discuss: why do analysts not find CSR to be value-relevant?  
 
If one were to relate these findings to the different theories of the firm, this would link the 
analysts more closely to agency theory rather than stakeholder theory. In that sense, the 
difference lies in what Fatemi et al. (2015, pp. 182-183) identifies, namely whether there 
are benefits to CSR for the firm. The results of this thesis indicate, at least, that analysts do 
not find it to be value-relevant in most cases. Whether or not the view is completely in line 
with agency theory, with it thereby being only a cost, is something that this thesis cannot 
explore. This is something that can be explored by others, through different venues. 
However, it is possible to envision that this might be the view, as connected with what has 
been discussed earlier in regards to legitimacy theory, and the reporting for the sake of 
reporting. While it could be simple to say here that analysts in these nations follow this 
agency view, it is necessary to look a little further at the issue.  
 
It is likely that analysts have a more pragmatic view of the issue than this, which would 
link them to the enlightened stakeholder theory (Jensen, 2002, pp. 245-246). That analysts 
would completely disregard what has been showcased by academia appears unlikely, and as 
such it is therefore conceivable that the enlightened stakeholder model is a theory that can 
explain the situation better. This is something that Fieseler (2011, p. 142) argues is the case 
with analysts. Naturally, it is expected that analysts will focus highly on the traditional 
measures of financial performance. These are after all standards that are hard to argue 
against, and will showcase whether or not a firm performs well or not in key aspects. 
Gauging performance in CSR may on the other hand not be as simple or straightforward, 
and therefore it is possible to see and understand that some skepticism may exist toward the 
reporting of it. Furthermore, it is perhaps necessary to also note that even if analysts on the 
whole likely share a lot of similarities in attitudes and so forth, it is wholly possible and 
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expected that there may be different viewpoints that persist within the field. What one 
analyst considers value-relevant may not be value-relevant to another analyst.  However, 
this would go against what the normative isomorphism of DiMaggio & Powell (1983, p. 
152) states, whereby it is likely that analysts are very similar in many ways as argued 
before. It is also conceivable that, in the vein of what Matten and Moon (2008, p. 412) note 
in terms of professionalization, that a growth in the study of the concept in education may 
eventually lead to a greater concern with it. The issue is complex, and it is hard for this 
thesis to wholly draw the conclusion that the viewpoint of analyst is a specific one due to 
the chosen empirical method. What can be said though is that the results point towards a 
more pessimistic view of CSR, which would point towards the agency theory, or the 
enlightened stakeholder model, which essentially takes a combined view of the stakeholder 
as well as the agency perspective. This is an interesting result, which certainly provides 
discussion points in today’s society. This will be discussed further in the section relating to 
ethical and social considerations.   
 
An anomaly to this, but one that seems logical, is the value-relevance that appears to exist 
in regards to the Basic Materials industry.  This is something that can be connected to the 
findings of Moneva and Cuellar (2009, p. 454), Jo and Na (2012, p. 452), as well as Cai et 
al. (2012, p. 477). While Basic Materials is unlikely to be considered wholly controversial, 
there are aspects to it that can be considered to be potentially damaging, especially in a 
world where more and more people care about environmental aspects. This relates 
somewhat to what Cho and Patten (2007, p. 646) notions about environmental performance 
and the amount of reporting a firm does, as well as what Staden and Hooks (2007, p. 199) 
notes about it being a manner of legitimizing oneself. As such, it is a logical extension that 
CSR matters in this case. However, what is not found is a similar relation in regards to the 
Oil & Gas industry. One could posit that this is also an industry that should theoretically at 
least be one that is highly suspect to environmental concerns, but it does not appear as if 
analysts hold that view of it. Whatever the reason behind that is, is hard to say, but it could 
relate to the makeup of the sample, and the context which the firms that they adhere to. For 
the other industries that are in the sample, and are studied, no significant results are found. 
This further highlights what has been discussed earlier in this section: namely that the 
value-relevance of CSR appears to generally be considered to be very low by analysts.  
 
A further anomaly in the context of this thesis is what is found in relation to the Buy 
recommendation. Considering the theoretical viewpoints of all the positive aspects of CSR 
that has been presented in the theoretical framework, one would expect that CSR would be 
value-relevant to analysts in a Buy recommendation. However, the results show a wholly 
different picture. The proxy variable is statistically significant, but the parameter is 
negative, thus implying that in the case of a Buy recommendation, CSR is not value-
relevant. In fact, it appears to detract from it. Explaining that with the theory that has been 
presented in this thesis is not entirely easy or straightforward, however, it is likely that one 
could connect it to agency theory as well as enlightened stakeholder theory, in that analysts 
view it as a drag on the financial performance of the firms. As said though, in the light of 
the theoretical views of CSR that has been recently found this does not entirely make sense. 
All in all though, it is a very curious finding that could lead to future studies, which will be 
elaborated on later.  
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To conclude the analysis, it is evident that there are some highly interesting results from 
this thesis. First of all, the significant results for Basic Materials, but also for the Buy 
recommendation. In the case of the first, it is one that could be expected. The second one 
however, is not as easily explained. Secondly are all the insignificant results that were 
found, which point to CSR not being value-relevant for analysts. This can be somewhat 
connected to what Lu et al. (2014, p. 204) notes about the relation between CSP and CFP 
and it not being entirely clear. That begs the question: why is that? While it would be 
interesting to speculate, and some connection has been attempted here, it is not a question 
that this thesis does seek to answer, nor can it answer it. That leaves a very interesting gap 
for other researchers, which will be elaborated on further in the conclusion.  

6.5. Ethical & Social Considerations 
In terms of ethical and social considerations related to these findings, it is undoubtedly 
possible to discuss them at length. Ethically, if the case is that analysts do not value CSR 
and the like, this leads to very interesting conclusions. If policy makers are intent on 
creating a fairer and more sustainable world through the promotion of CSR, then a key 
group to sway the confidence of is analysts. As shown in the theoretical framework, they 
hold a lot of power in the sense that they have key connections to the firms themselves, as 
well as the fact that a wide range of people trusts them. As such, if they do not find the 
issue value-relevant, that provides grounds for discussion about why that is the case.  
 
This can all be led into a deeper discussion about the connection between finance and 
society. Undoubtedly, it is connected to what Shiller (2013, p. 1) writes in terms of how the 
subject relates to the concept of the good society, which was elaborated on in the ethical 
and social considerations in the introduction. While this could be discussed extensively 
here, the authors have decided to leave that for the section in the conclusion, and are thus 
satisfied with mentioning these factors here in connection to the analysis.   
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CHAPTER VII. Conclusions 
This concluding chapter elaborates more closely on the results of the thesis, as well as its 
theoretical as well as practical contribution with a connection as well to the ethical and 
social implications of these results. The chapter as such begins with a section on the 
general conclusions, and then moves on the ethical and social considerations that relate to 
it, and can be considered to be highly interlinked to the general conclusions. Furthermore, 
future avenues of research are elaborated on and discussed so as to show how the results 
of the thesis can be taken further in the future. Lastly, the chapter ends with a discussion of 
the quality criteria that are considered to be relevant and important in assessing the quality 
of this thesis.  

7.1. General Conclusions 
This thesis set out to explore whether or not the value-relevance of CSR has increased over 
time in the eyes of financial analysts. Evidence for such a change has been found in other 
contexts as well, which posited that this was also a likely occurrence in the Nordic context 
as well. By exploring this issue, and further subquestions, this thesis continues to explore 
the linkage between financial analysts and investors in the context of CSR. As such, it 
provides both theoretical connections, as well as practical connections to consider for many 
varying stakeholders, among them academia, policymakers and investors which can 
provide material for discussion of what sustainability actually entails. All in all, the 
intention was to answer the following research question:  
 
Has value relevance of CSR disclosures increased in stock recommendations for the Nordic 
markets? 
 
What is evident from the results is that no such relation is found. No statistical significance 
for the proxy variable for CSR is generally found, except in two cases; namely in regards to 
the industrial sector Basic Materials and the recommendation Buy, in which the first case 
analysts appear to find CSR to be value relevant, and in the second case they appear to find 
it to detract from the value of the recommendation itself. As such, it appears as if there is no 
value-relevance of CSR for financial analysts. This highlights several potential issues that 
relate to the concept of CSR and how it may be seen by actors on the financial markets. 
This finding is very interesting from many perspectives, as have been mentioned, and will 
be further discussed below in regards to what it entails for society.  
 
However, as noted in the analysis section, some statistical assumptions are likely to cause 
issues for the analysis and that some errors may exist, but at the same time considerable 
testing has been done to find the right models for analysis. As such, the results should be 
reliable, but in the future it is worth considering that more advanced methods than the ones 
used could have made the analysis more rigorous. Furthermore, one can consider expanding 
the dataset over many more years, and many more firms.  
 
As for the results themselves, and their linkages to the theoretical framework, attempts have 
been made to find theoretical explanations to the results. In many ways, the results are 
highly interesting as they appear to point towards analysts having a pessimistic attitude 
towards CSR, despite all the benefits of it that have been evidenced by academia. The 
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results are as such very fruitful for discussions for the society, but also for the financial 
world.  
 
Furthermore, the concept does not appear to have been institutionalized in the manner that 
was theorized. In as such, one cannot clearly say that the institutional logic has changed. 
Additionally, in connection to legitimacy theory, it appears, as analysts are pessimistic 
towards CSR reporting, which would highlight that firms report for the sake of reporting, 
so as to gain legitimacy to function in society.  
 
Overall, the research purpose can be argued to have been fulfilled. While there are issues, 
as has been noted above and in other chapters, the analysis can still point at interesting 
results that can be of considerable interest to society and the financial world. In addition to 
this, there are undoubtedly avenues for further studies on this subject, which will be further 
elaborated upon in the coming section on future research. Next comes a section on ethical 
and social considerations that can be considered to be highly connected to these general 
conclusions. It is kept separately, however, to conform to the model that has been used 
throughout the thesis. However, the general discussion in it without a doubt relates to this 
section.  

7.2. Ethical & Social Considerations 
Ethically, these results are very interesting. As stated in the section above, these findings 
may lead to discussions about the credibility of CSR reporting in our society. It can, 
arguably, be discussed whether it is done simply as a way of managing legitimacy and 
impressions. If experts, which analysts are at analyzing firms that they follow, do not find 
these strategies value-relevant which the results hint at, then what worth do this type of 
reporting have? Naturally, these types of reports appear to be evidenced to have some value 
to others as shown by theory presented earlier, but perhaps not to analysts specifically. 
Regardless of this, the results should lead to discussions of what it actually entails to be 
sustainable, and the principles of it.   
 
To add to the discussion, it is interesting to consider the phenomenon of increased reporting 
on these matters. This is an interesting point that is both of interest to society at large, but 
also to policy makers who may want to promote the concept of CSR and its reporting. As 
argued above in the analysis, standardization of reporting may be a venue that can be both 
an improvement, but also lead to other issues whereby this might exacerbate the problem. 
In a world where sustainability is becoming more and more a key word utilized by key 
stakeholders, it is important to discuss its meaning, as well as the meaning of reporting in 
relation to it. Has it become simply a buzzword that somewhat lacks meaning? If that is the 
case, then it defeats the purpose in one sense of adhering to these sustainable practices. This 
is important to discuss, as otherwise it is conceivable that the word will soon lose its value.  
 
If it has simply become a buzzword with a lack of meaning, then that undoubtedly has a lot 
of consequences for society. Especially important here is to look at the honesty and 
transparency of firms. If the goal is to increase transparency and ensure that firms stay 
honest, then these results are good grounds to start a discussion upon. Naturally, one can 
then argue that in the end it is very hard to control for what firms actually do in these 
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matters, but at the same time there are also grounds for optimism if one wishes to promote 
the concept of CSR. As stated by Bénabou and Tirole (2010, pp. 1-2), the matter has grown 
more and more important for several reasons, among them climate change and a great 
increase in information available to those interested. Especially the informational aspect 
can be considered as an interesting aspect, as it is possible to conceive that this is likely to 
lead to a more transparent business world. However, in a sense it can also be seen as a 
double-edged sword. While more information is a good starting point, the sheer amount of 
information that is available can easily become a way of obscuring the truth. Therein lies 
the key discussion to be had in regards to this type of reporting: how can one ensure that 
firms are truthful in their reporting, and simply not use them as a way of legitimization?   
 
It might be conceivable to argue that society as a whole are now moving towards a more 
sustainable and responsible society, but that it is something that ultimately will also take a 
considerable amount of time to be achieved. To note is that it takes time to change attitudes 
and practices, and therefore it is conceivable that one holds onto values and attitudes quite 
closely. However, facing climate change and increased awareness of sustainability issues is 
likely to alter attitudes and practices over time. Simply by looking at the history of the 
concept of CSR as well as the views of the firm, should highlight this fact. Concepts 
change over time and go out of fashion as well.  
 
Relating this to the different initiatives that do exist, such as the PRI, UN Global Compact, 
and the GRI, it is important to highlight that they likely have a lot of work to do to ensure 
that what they are aiming to do is not done simply in vain. However, as noted, the issue is 
very complex and will therefore not have a simple solution. Regardless of this, if this is to 
be considered a key priority for the business world, this issue has to be discussed openly 
and in depth, taking in both the negative as well as the positive aspects that this type of 
reporting entails.  
 
As evidenced by the results, it appears somewhat as if the concept may have become 
watered down into a form in which it rarely has much meaning and relevance. This is also 
evidenced by the fact that there are numerous different definitions of what CSR actually 
entails. While it is natural that concepts have different meanings and takes different forms 
in different contexts, it is also important to discuss in detail what it truly entails to adhere to 
a CSR strategy. That is a discussion that should be of high importance in forming future 
policies, but it is also something that academia could look at. All in all, ways of looking at 
this and researching this further are explored in the upcoming section relating to limitations. 

7.3. Theoretical & Practical Contribution 
These findings are interesting for society at large, and provide future avenues for more 
research on financial analysts and their stock recommendations. The thesis in itself 
provides further results on the linkage between analysts, stock recommendations, and CSR, 
which is valuable to academia. As such, this thesis continues to explore the issue of 
analysts and whether or not they find CSR to be value-relevant, which furthers the 
academic discussion of how CSR relates to the financial markets. This is done by looking 
at the whether CSR is value-relevant in terms of different subsegments, such as nations, 
industries and the different types of recommendations that are issued. Additionally, 
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connections are made to institutional theory, as well as legitimacy theory to frame the issue 
within society. Some connections are also made to seminal theories relating to the firm, in 
an attempt to see whether or not this impacts the view that analysts have of CSR. As such, 
this thesis brings together many theories in answering the question, making the contribution 
quite broad.  
 
Practically, this thesis sheds light on some issues with reporting that relates to CSR. If 
experts, such as analysts, appear to disregard or at least not find it value-relevant, should 
one focus much on analyzing these issues more closely? It implies a pessimistic attitude 
towards CSR and its relevance, and that firms may be reporting simply for the sake of 
reporting, so as to gain legitimacy within society. For the investor that relies on these 
recommendations, this likely implies some very interesting results, whereby they may 
begin to doubt the reporting of CSR from firms they follow. For society, it also brings up 
some very interesting points to discuss: what do we mean by being socially responsible? 
What does the word sustainability stand for? All in all, these results can lead to discussions 
that are necessary to be had if one should move further towards more of this type of 
reporting. If one is serious about sustainability and being socially responsible, one 
obviously wants this matter to be taken seriously.  

7.4. Limitations & Future Research 
As hinted at in the analysis, there are numerous different possible avenues to explore this 
issue through. The most logical, but one that is extremely time and resource consuming in 
one sense, would be to interview analysts today so as to ascertain their viewpoints more 
clearly through qualitative means, and then ideally come back to the same analysts a period 
later. This would truly give the possibility for the researcher to dig deep in their true 
attitudes about certain concepts, such as CSR. This thesis can unfortunately not do this, 
which limits the analysis in one sense, but also ultimately the findings. This is something 
that would be very interesting and likely also very useful for a wide variety of stakeholders, 
ranging from academia to policy makers.  
 
In general, it can be argued to be very important to further explore the financial analyst and 
their linkage to the financial markets, as they play a very key role in it. By doing so, it is 
possible to further highlight how they function and this will, as argued above, also give 
grounds in the future to compare more in depth in terms of how attitudes change. 
Ultimately, it is of interest to look to many of the different actors that exist on the financial 
markets, to learn about how they function, and how they act in regards to certain issues. As 
such, this call for research is broad, but one that is important.  
 
Furthermore, it can be argued that some of the subsegments that are looked at in this thesis 
are a little bit weak in terms of the amount of data that exists. This is a limitation, and one 
that could potentially be fairly easy to address simply by broadening the sample much 
more, so as to capture more firms in more countries. Naturally, this adds complexity 
relating to contextual matters and what this ultimately means for the study, but that is 
something that is likely possible to address through various empirical methods so as to 
disentangle potential effects and through that explore the issue more in depth.  
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In regards to the variable that is used to proxy for CSR, it can be argued that there is 
potential to improve on that matter as well. There are many different potential proxy 
variables out there that could have been used, but required resources that were not at the 
disposal of the authors. As such, alternatives should be considered. Furthermore, it could be 
of interest to disaggregate the proxy as well, for example by regressing the different pillars 
of ESG on the stock recommendation. That would essentially allow one to look further at 
what actually appears to be of importance when it comes to sustainability and being 
socially responsible.  
 
Additionally, it can be argued that there are other possibilities for very interesting research 
when you look at the issue in a way that does not aggregate everything. As such, one could 
for example explore the issue of what it entails to be a shareholder these days. Is this 
something that needs to be redefined and discussed more in depth with all the changes that 
society is currently undergoing, and will undergo in the future? By looking at this issue, 
one can therefore likely explore one piece of the puzzle and gain more insight into potential 
changes in attitudes that have occurred over time.  
 
Furthermore, as argued earlier in relation to statistical matters, it is likely possible that the 
issue can also be advanced further through the usage of more advanced methods that were 
sadly not possible for this thesis, due to a lack of knowledge in more advanced methods, 
and time to learn such methods. It is conceivable that this may have improved upon the 
thesis considerably, and that this would have given further avenues for which one could 
have looked at the data and therefore have expanded the analysis more.  
 
Overall, it is generally conceived by the authors that it is of interest to further study 
sustainability in the context of finance. As shown by theory, some appear to point towards 
large benefits of implementing a sustainability strategy, but on the other hand the results of 
this thesis point towards a view that goes against this. Especially interesting to this subject 
is what sustainability entails for the shareholder, as mentioned earlier, and this is something 
that could be an avenue for great discussions.  

7.5. Quality Criteria 
“Internal and external validity distinguish between the population and setting studied and 
the population and setting to which results are generalized.” (Stock & Watson, 2014, p. 
361). These are therefore important concepts to elaborate on in regards to the empirical side 
of this thesis. To note here is that it is important to disentangle different terms relating to 
this issue. Firstly, one needs to look at the sample, which consists of the population which 
the study has been done on; secondly one needs to look at the population itself, since this is 
what one strives to make inferences about (Stock & Watson, 2014, pp. 361-362). In the 
case of this thesis, the studied population is, which has been elaborated on in the empirical 
method, Nordic listed firms that are rated in terms of CSR, as well as have had regular 
stock recommendations published since 2005. In terms of the population, this is the whole 
population of the Nordic listed firms. However, that can be considered problematic, which 
will be elaborated on further.  
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Internal Validity 
This refers to the statistical procedures that are undertaken, whereby in essence it is of 
critical importance to fulfill the assumptions relating to the statistical methods used, or else 
the result may not be sufficiently internally valid (Stock & Watson, 2014, pp. 362-363). 
Saunders et al. (2012, p. 193) highlights that for there to be internal validity, there ought to 
exist a causal relationship between the variables of interest. In as such, one asks whether 
the data that is used for a study is actually relevant and fitting for the subject, and if it can 
be used to explain what is looked at (David & Sutton, 2011, p. 20). Threats to this exist, 
and some can be specifically related to the quantitative side. Here, examples of potential 
issues are for example omitted variable bias, misspecification of the regression model, 
measurement errors, missing data, simultaneous causality, and so forth (Stock & Watson, 
2014, p. 376). To correct for potential issues relating to this, tests have been made to 
account for whether or not issues exists or not, and when possible corrections have been 
made. For example, when the data has exhibited heteroskedasticity, correction for this has 
been made by utilizing robust standard errors. Furthermore, relating to model specification 
there are potential issues, but this has been extensively tested for with relevant tests that 
indicate a preference towards one model or another. In terms of measurement error, the 
calculations have been looked at extensively to ensure that it is done correctly throughout. 
Missing data does, as mentioned, exist, but this is argued to be only a smaller issue since it 
is only missing for a few of these sampled firms. Overall, the internal validity should hold 
up fairly well, but as noted there are threats and these should be kept in mind both for this 
thesis, but for future studies on this area.  
 
External Validity 
Two important concepts relating to external validity is whether the population that is 
studied can be considered to be similar to the population at whole; and whether there exists 
contextual differences that can cause issues in regards to generalization (Stock & Watson, 
2014, p. 363). As such, external validity deals with whether or not it is possible to take the 
results that have been found in a study, and apply it to a different, but relevant context 
(Saunders et al. 2012, p. 194; David & Sutton, 2011, p. 20). Here, it is possible to consider 
the fact that the firms that have been looked at could potentially differ from others in the 
general population. For example, one could posit that they are different in terms of size, 
which likely affects them in ways that smaller firms that are listed likely will not be 
affected. As such, one general issue with generalizing from the results that have been 
gathered is that it might not hold true for the population at whole. Similarly, as stated the 
context matters, and in this case the issue is smaller since the nations that the sampled firms 
come from are generally considered to be very similar in many cultural and institutional 
aspects. As such, this provides some viability for generalization.    
 
Construct Validity 
“Construct validity is concerned with the extent to which your research measures actually 
measure what you intend them to assess.” (Saunders et al. 2012, p. 193). As such, it is a 
question of whether the used variables are sufficiently capturing what has been found in 
theory (David & Sutton, 2011, p. 269; Bryman & Bell, 2015, p. 171). This is a factor worth 
considering here, as there are numerous different possible variables that can account as a 
proxy for CSR. In the case of this thesis, a variable relating to ESG was chosen. This 
variable equally weights each of these pillars, which is captured by its name Equal-
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Weighted Rating. Ensuring a proper weighting for each factor is complicated and likely 
something that will differ for each firm, and therefore the option to have something that is 
equally weighted, while not entirely perfect, seems sensible. However, on the whole the 
variable is likely able to capture the CSR efforts of the firms, but it could likely be made 
more sophisticated. Furthermore, it is worth noting that an alternative would have been 
hard to find, and to construct one would also likely have been an arduous effort that the 
time horizon of this thesis did not permit. This is a matter worth considering for future 
studies, and will be elaborated further in a section relating to this.   
 
Reliability 
In considering the reliability of a study, one has to ponder about whether or not similar 
findings would be shown if replication of the study were performed by someone else 
(Saunders et al. 2012, p. 192; Punch, 2014, pp. 237-238). To fully ensure that one lives up 
to the standards of reliable research, one has to be transparent and clear about everything 
that is done to come to the results, the analysis, and the later conclusions of the study 
(Saunders et al. 2012, pp. 192-193). The authors of this thesis have had this thought in 
mind throughout the research process to ensure that everything is done in a rigorous 
manner, and that everything is done is documented within the thesis, such as the commands 
that have been used to test the data, as well as the dataset itself. This will, in the end, help to 
facilitate replication.  Reliability is key, as if a study fails to live up to these standards, the 
results are likely biased and unable to shed light on the studied subject (David & Sutton, 
2011, pp. 267-268). Overall, the reliability can be considered to be high, as replication is 
possible with the information that has been provided.  
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Appendix 1 – Do-file 
//Preparation 
clear all 
set more off 
 
//Coding 
encode FIRM, gen(FIRM1) 
encode NATION, gen(NATION1) 
gen lnMV = ln(MV) 
gen lnPER = ln(PER) 
gen lnPBV = ln(PBV) 
rename W INTOFASSETSP 
rename DATE YEAR 
tsset FIRM1 YEAR, yearly 
 
gen AR_lag = L1.AR 
gen lnMV_lag = L1.lnMV 
gen lnPER_lag = L1.lnPER 
gen lnPBV_lag = L1.lnPBV 
gen ROA_lag = L1.ROA 
gen INTOFASSETSP_lag = L1.INTOFASSETSP 
gen CAPEXOFASSETS_lag = L1.CAPEXOFASSETS 
tabulate NATION, gen(n) 
tabulate ICBCLASSIFICATION, gen(ICB) 
 
//OLS 
regress INVRECCONQ2 lnMV lnEWR AR lnPER lnPBV ROA INTOFASSETSP 
CAPEXOFASSETS, vce(robust) 
regress INVRECCONQ2 EWR AR_lag lnMV_lag lnPER_lag lnPBV_lag ROA_lag 
INTOFASSETSP_lag CAPEXOFASSETS_lag, vce(robust) 
 
//TESTS 
estat hettest 
estat imtest 
estat ovtest 
estat vif 
estat vce, correlation 
 
//FEM & REM 
xtset FIRM1 YEAR 
xtreg lnINVRECCONQ2 lnEWR AR_lag lnMV_lag lnPER_lag lnPBV_lag ROA_lag 
INTOFASSETSP_lag CAPEXOFASSETS_lag i. YEAR, re vce(robust) 
xtreg lnINVRECCONQ2 lnEWR AR_lag lnMV_lag lnPER_lag lnPBV_lag ROA_lag 
INTOFASSETSP_lag CAPEXOFASSETS_lag i.YEAR, fe vce(robust) 
xtreg lnINVRECCONQ2 lnEWR AR_lag lnMV_lag lnPER_lag lnPBV_lag ROA_lag 
INTOFASSETSP_lag CAPEXOFASSETS_lag, be 
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xtset FIRM1 YEAR 
xtreg lnINVRECCONQ2 lnEWR AR_lag lnMV_lag lnPER_lag lnPBV_lag ROA_lag 
INTOFASSETSP_lag CAPEXOFASSETS_lag i. YEAR, re  
xtreg lnINVRECCONQ2 lnEWR AR_lag lnMV_lag lnPER_lag lnPBV_lag ROA_lag 
INTOFASSETSP_lag CAPEXOFASSETS_lag i.YEAR, fe  
xtreg lnINVRECCONQ2 lnEWR AR_lag lnMV_lag lnPER_lag lnPBV_lag ROA_lag 
INTOFASSETSP_lag CAPEXOFASSETS_lag, be 
 
//Hausman 
quietly xtreg INVRECCONQ2 EWR AR_lag lnMV_lag lnPER_lag lnPBV_lag ROA_lag 
INTOFASSETSP_lag CAPEXOFASSETS_lag i.YEAR, fe 
estimates store fixed 
quietly xtreg INVRECCONQ2 EWR AR_lag lnMV_lag lnPER_lag lnPBV_lag ROA_lag 
INTOFASSETSP_lag CAPEXOFASSETS_lag i.YEAR, re 
estimates store random 
hausman fixed random, sigmamore 
 
//LM-Test 
quietly xtreg INVRECCONQ2 EWR AR_lag lnMV_lag lnPER_lag lnPBV_lag ROA_lag 
INTOFASSETSP_lag CAPEXOFASSETS_lag i.YEAR, re 
xttest0 
 
//LR-Test: FEM preferred 
quietly areg INVRECCONQ2 EWR AR_lag lnMV_lag lnPER_lag lnPBV_lag ROA_lag 
INTOFASSETSP_lag CAPEXOFASSETS_lag i.YEAR, absorb (FIRM1) 
estimates store areg1 
quietly areg INVRECCONQ2 AR_lag lnMV_lag lnPER_lag lnPBV_lag ROA_lag 
INTOFASSETSP_lag CAPEXOFASSETS_lag i.YEAR, absorb (FIRM1) 
estimates store areg2 
lrtest areg1 areg2 
 
//LR-Test: REM preferred 
quietly xtreg INVRECCONQ2 EWR AR_lag lnMV_lag lnPER_lag lnPBV_lag ROA_lag 
INTOFASSETSP_lag CAPEXOFASSETS_lag i.YEAR, re mle 
estimates store xtreg1 
quietly xtreg INVRECCONQ2 AR_lag lnMV_lag lnPER_lag lnPBV_lag ROA_lag 
INTOFASSETSP_lag CAPEXOFASSETS_lag i.YEAR, re mle 
estimates store xtreg2 
lrtest xtreg1 xtreg2 
 
//LR-Test: OLS preferred 
quietly regress INVRECCONQ2 EWR AR_lag lnMV_lag lnPER_lag lnPBV_lag ROA_lag 
INTOFASSETSP_lag CAPEXOFASSETS_lag i.YEAR 
estimates store regress1 
quietly regress INVRECCONQ2 AR_lag lnMV_lag lnPER_lag lnPBV_lag ROA_lag 
INTOFASSETSP_lag CAPEXOFASSETS_lag i.YEAR 
estimates store regress2 
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lrtest regress1 regress2 
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Appendix 2 – Sample 
 
Nation Firm Sector 
SWEDEN ALFA LAVAL Industrials 
SWEDEN ATLAS COPCO Industrials 
SWEDEN AXFOOD Consumer Services 
SWEDEN BILLERUD Basic Materials 
SWEDEN BOLIDEN Basic Materials 
SWEDEN CASTELLUM Financials 
SWEDEN ELECTROLUX Consumer Goods 
SWEDEN ELEKTA Health Care 
SWEDEN ENIRO Consumer Services 
SWEDEN ERICSSON Technology 
SWEDEN FABEGE Financials 
SWEDEN GETINGE Health Care 
SWEDEN HENNES & MAURITZ Consumer Services 
SWEDEN HEXAGON Technology 
SWEDEN HOLMEN Basic Materials 
SWEDEN INDUSTRIVÄRDEN Financials 
SWEDEN INVESTOR Financials 
SWEDEN JM Financials 
SWEDEN KINNEVIK Financials 
SWEDEN KUNGSLEDEN Financials 
SWEDEN LUNDIN PETROLEUM Oil & Gas 
SWEDEN MEDA Health Care 
SWEDEN MODERN TIMES GP MTG Consumer Services 
SWEDEN NOBIA Consumer Goods 
SWEDEN NORDEA Financials 
SWEDEN SANDVIK Industrials 
SWEDEN SAS Consumer Services 
SWEDEN SCA Consumer Goods 
SWEDEN SCANIA Industrials 
SWEDEN SEB Financials 
SWEDEN SECURITAS Industrials 
SWEDEN SKANSKA Industrials 
SWEDEN SKF Industrials 
SWEDEN SVENSKA 

HANDELSBANKEN 
Financials 

SWEDEN SWEDBANK Financials 
SWEDEN SWEDISH MATCH Consumer Goods 
SWEDEN TELE2 Telecommunications 
SWEDEN TELIA SONERA Telecommunications 
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SWEDEN TRELLEBORG Industrials 
SWEDEN VOLVO Industrials 
SWEDEN WIHLBORGS 

FASTIGHETER 
Financials 

NORWAY AKASTOR Oil & Gas 
NORWAY DNB Financials 
NORWAY DNO Oil & Gas 
NORWAY FRONTLINE Industrials 
NORWAY MARINE HARVEST Consumer Goods 
NORWAY NORSK HYDRO Basic Materials 
NORWAY NORSKE 

SKOGSINDUSTRIER 
Basic Materials 

NORWAY ORKLA Consumer Goods 
NORWAY PETROLEUM GEO 

SERVICES 
Oil & Gas 

NORWAY PROSAFE Oil & Gas 
NORWAY SCHIBSTEDT Consumer Services 
NORWAY SEADRILL Oil & Gas 
NORWAY STATOIL Oil & Gas 
NORWAY STOLT-NIELSEN Industrials 
NORWAY STOREBRAND Financials 
NORWAY SUBSEA-7 Oil & Gas 
NORWAY TELENOR Telecommunications 
NORWAY TGS NOPEC GEOPHS. Oil & Gas 
NORWAY TOMRA SYSTEMS Industrials 
NORWAY YARA INTERNATIONAL Basic Materials 
DENMARK A P MOLLER - MAERSK Industrials 
DENMARK BANG & OLUFSEN Consumer Goods 
DENMARK CARLSBERG Consumer Goods 
DENMARK COLOPLAST Health Care 
DENMARK DANSKE BANK Financials 
DENMARK DSV  Industrials 
DENMARK FLSMIDTH & CO Industrials 
DENMARK GN STORE NORD Health Care 
DENMARK H LUNDBECK Health Care 
DENMARK JYSKE BANK Financials 
DENMARK NOVO NORDISK Health Care 
DENMARK NOVOZYMES Health Care 
DENMARK SANTA FE GROUP Industrials 
DENMARK SYDBANK Financials 
DENMARK TOPDANMARK Financials 
DENMARK TORM Industrials 
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DENMARK TRYG Financials 
DENMARK VESTAS WINDSYSTEMS Oil & Gas 
DENMARK WILLIAM DEMANT HLDG Health Care 
FINLAND AMER SPORTS Consumer Goods 
FINLAND ELISA Telecommunications 
FINLAND FORTUM Utilities 
FINLAND KESKO Consumer Services 
FINLAND KONE Industrials 
FINLAND KONECRANES Industrials 
FINLAND METSO Industrials 
FINLAND NESTE Oil & Gas 
FINLAND NOKIA Technology 
FINLAND NOKIAN RENKAAT Consumer Goods 
FINLAND ORION Health Care 
FINLAND OUTOKUMPU Basic Materials 
FINLAND SAMPO Financials 
FINLAND SANOMA Consumer Services 
FINLAND STORA ENSO Basic Materials 
FINLAND TIETO OYJ Technology 
FINLAND UPM KYMMENE Basic Materials 
FINLAND UPONOR Industrials 
FINLAND WARTSILA Industrials 
FINLAND YIT Industrials 
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Appendix 3 – Data 
 
Nation Code/Search Phrase 
Sweden LA4CTYSE/ASSET4 Sweden 
Norway LA4CTYNO/ASSET4 Norway 
Denmark LA4CTYDK/ASSET4 Denmark 
Finland LA4CTYFI/ASSET4 Finland 
 
The phrases/codes above were utilized to delineate the sample. By using them, one can 
pinpoint the firms that are rated on the key variable in this thesis.  
 
Variable Code 
Name NAME 
Industry Code ICBIC 
Recommendation (Text) RECTXT 
Mean Recommendation Consensus RECCON 
Equal-Weighted Rating A4IR 
Share Price P 
Market Value MV 
Price-Earnings Ratio PE 
Price-Book Value PTBV 
Return on Assets WC08326 
Total Assets WC02999 
Total Intangibles WC02649 
Capital Expenditures % WC08416 
Capital Expenditures WC04601 
OMX Stockholm SWSEALI 
OMX Copenhagen COSEASH 
OMX Helsinki HEXINDX 
MSCI Oslo MSNWAYL 
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Appendix 4 – Histograms of Main Population Variables 
 

 

 
 
 
 



 118 

 
 

 
  



 119 

 
 

 
 
 
 
 
 
 
 
 



 120 

 
 

 
 
 
 
 
 
 
 
 



 121 

 
 
 

 
 
 
 
 
 



 122 

 
 
 

 



 123 

 
 

 
 
 
 
 
 
 
 
 



 124 

Appendix 5 – Results 
NOTE: More detailed results, such as statistical output from Stata, as well as histograms 
and the like, are available at request. Email fnslund@gmail.com or 
sumaiyadu90@gmail.com for it.  
 
Years 
 (2005-2007) (2005-2008) (2005-2009) (2005-2010) 
VARIABLES FEM REM REM REM 
     
EWR -0.000916 0.000501 0.000268 6.97e-05 
 (0.00274) (0.00110) (0.00104) (0.00126) 
AR_lag 0.000374 0.00387*** 0.00461*** 0.00291*** 
 (0.00174) (0.000880) (0.000765) (0.000662) 
lnMV_lag 0.151 0.0108 0.0169 0.0134 
 (0.247) (0.0259) (0.0244) (0.0220) 
lnPER_lag 0.0774 0.0466 0.0376 0.0223 
 (0.0717) (0.0407) (0.0353) (0.0389) 
lnPBV_lag -0.252 -0.104** -0.0726 -0.0837* 
 (0.270) (0.0526) (0.0482) (0.0439) 
ROA_lag -0.00630 0.00131 0.000840 0.00116 
 (0.00500) (0.00261) (0.00228) (0.00234) 
lnINT_lag 0.00253 0.00231 0.00368** 0.00344** 
 (0.00605) (0.00188) (0.00175) (0.00170) 
lnCAPEXP_lag -0.00848 -0.00513 -0.00487 -0.00479* 
 (0.00675) (0.00367) (0.00349) (0.00269) 
2007.YEAR 0.0529 0.0998** 0.0881* 0.0934** 
 (0.0919) (0.0495) (0.0517) (0.0440) 
2008.YEAR  0.303*** 0.289*** 0.285*** 
  (0.0534) (0.0549) (0.0514) 
2009.YEAR   -0.0496 -0.0739 
   (0.0550) (0.0595) 
2010.YEAR    0.0245 
    (0.0635) 
Constant 1.989 3.075*** 3.008*** 3.120*** 
 (2.269) (0.279) (0.258) (0.251) 
Observations 172 265 355 430 
R-Squared 0.087 0.1812 0.2218 0.1572 
Firms 93 96 96 96 
Firm FE YES    
Year FE YES    

Robust standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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 (2005-2011) (2005-2012) (2005-2013) (2005-2014) 
VARIABLES REM REM FEM FEM 
     
EWR -0.000658 -0.000633 -7.65e-05 -0.000370 
 (0.00117) (0.00112) (0.00146) (0.00143) 
AR_lag 0.00314*** 0.00366*** 0.00262*** 0.00272*** 
 (0.000539) (0.000509) (0.000531) (0.000560) 
lnMV_lag 0.0246 0.0263 -0.0303 0.0104 
 (0.0211) (0.0206) (0.0721) (0.0707) 
lnPER_lag 0.0292 0.0235 0.0158 0.0135 
 (0.0286) (0.0277) (0.0265) (0.0236) 
lnPBV_lag -0.100** -0.120*** -0.0440 -0.0660 
 (0.0402) (0.0391) (0.0670) (0.0610) 
ROA_lag 0.000882 0.000796 0.00233 0.00329* 
 (0.00183) (0.00173) (0.00202) (0.00170) 
lnINT_lag 0.00337** 0.00292** 0.000937 -0.00186 
 (0.00155) (0.00138) (0.00335) (0.00353) 
lnCAPEXP_lag -0.00468 -0.00390 -0.00456 -0.00299 
 (0.00289) (0.00270) (0.00309) (0.00312) 
2007.YEAR 0.0959** 0.105** 0.0982** 0.0923** 
 (0.0437) (0.0444) (0.0448) (0.0457) 
2008.YEAR 0.295*** 0.310*** 0.299*** 0.294*** 
 (0.0504) (0.0507) (0.0541) (0.0520) 
2009.YEAR -0.0555 -0.0403 -0.0537 -0.0456 
 (0.0580) (0.0576) (0.0581) (0.0574) 
2010.YEAR 0.0454 0.0502 0.0550 0.0799 
 (0.0613) (0.0603) (0.0631) (0.0635) 
2011.YEAR 0.0378 0.0438 0.0671 0.0781 
 (0.0565) (0.0563) (0.0662) (0.0640) 
2012.YEAR  0.0233 0.0380 0.0434 
  (0.0572) (0.0704) (0.0655) 
2013.YEAR   -0.0558 -0.0481 
   (0.0710) (0.0677) 
2014.YEAR    -0.103 
    (0.0735) 
Constant 3.043*** 3.052*** 3.564*** 3.241*** 
 (0.234) (0.223) (0.678) (0.653) 
     
Observations 511 595 678 754 
R-squared 0.1716 0.1796 0.160 0.172 
Firms 96 96 96 96 
Firm FE   YES YES 
Year FE   YES YES 

Robust standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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Periods 
 (1) (2) 
VARIABLES Random Effects Random Effects 
   
EWR 0.000501 -0.00172 
 (0.00110) (0.00179) 
AR_lag 0.00387*** 0.00270*** 
 (0.000880) (0.000619) 
lnMV_lag 0.0108 0.0545** 
 (0.0259) (0.0257) 
lnPER_lag 0.0466 0.00510 
 (0.0407) (0.0352) 
lnPBV_lag -0.104** -0.198*** 
 (0.0526) (0.0484) 
ROA_lag 0.00131 -0.000503 
 (0.00261) (0.00300) 
lnINT_lag 0.00231 0.00272 
 (0.00188) (0.00166) 
lnCAPEXp_lag -0.00513 -0.00223 
 (0.00367) (0.00843) 
2007.YEAR 0.0998**  
 (0.0495)  
2008.YEAR 0.303***  
 (0.0534)  
2011.YEAR  0.0556 
  (0.0557) 
2012.YEAR  0.00261 
  (0.0520) 
Constant 3.075*** 2.990*** 
 (0.279) (0.276) 
Observations 
R-Squared 

265 
0.1812 

240 
0.1609 

Number of FIRM1 96 91 
Firm FE   
Year FE   

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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Nations 
 (Sweden) (Norway) (Denmark) (Finland) 
VARIABLES REM FEM REM REM 
     
EWR -0.000891 -0.00131 -0.00134 -0.000775 
 (0.00138) (0.00278) (0.00220) (0.00252) 
AR_lag 0.00309*** 0.00302** 0.00395*** 0.00478*** 
 (0.000791) (0.00108) (0.00146) (0.00134) 
lnMV_lag -0.0371 0.0989 0.106 0.00211 
 (0.0364) (0.142) (0.0790) (0.0671) 
lnPER_lag -0.0151 0.0818* 0.0556 -0.0605 
 (0.0325) (0.0452) (0.0636) (0.0562) 
lnPBV_lag -0.0391 -0.318** -0.0614 -0.0777 
 (0.0465) (0.122) (0.0844) (0.118) 
ROA_lag 0.00228 -0.00497 0.00295 0.000869 
 (0.00256) (0.00679) (0.00344) (0.00736) 
lnINT_lag 0.00151 -0.00752 0.00167 -0.00825** 
 (0.00183) (0.00900) (0.00395) (0.00418) 
lnCAPEXP_lag -0.00468 -0.00140 -0.00329 -0.0129 
 (0.00373) (0.00940) (0.00760) (0.0131) 
2007.YEAR 0.0873 0.199 0.0801 0.0927 
 (0.0705) (0.136) (0.139) (0.125) 
2008.YEAR 0.266*** 0.404** 0.286** 0.289** 
 (0.0733) (0.149) (0.141) (0.123) 
2009.YEAR -0.144* 0.0586 0.00709 -0.00721 
 (0.0743) (0.164) (0.141) (0.125) 
2010.YEAR 0.0422 0.149 0.182 -0.0714 
 (0.0829) (0.166) (0.158) (0.135) 
2011.YEAR 0.0734 -0.0587 0.299* -0.0436 
 (0.0755) (0.109) (0.156) (0.121) 
2012.YEAR 0.0383 0.105 0.159 -0.114 
 (0.0754) (0.157) (0.150) (0.122) 
2013.YEAR -0.104 0.162 0.0562 -0.264** 
 (0.0761) (0.180) (0.152) (0.121) 
2014.YEAR -0.0238 -0.140 -0.0366 -0.335*** 
 (0.0768) (0.217) (0.164) (0.125) 
Constant 3.785*** 2.673* 1.979*** 3.735*** 
 (0.368) (1.387) (0.758) (0.545) 
Observations 325 141 133 155 
R-squared 0.1586 0.203 0.2189 0.2615 
Firms 41 19 17 19 
Firm FE  YES   
Year FE  YES   

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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Basic Materials 
 (1) (2) 
VARIABLES OLS REM 
   
EWR 0.0109** 0.0130** 
 (0.00512) (0.00612) 
AR_lag 0.000750 0.000809 
 (0.00179) (0.00205) 
lnMV_lag -0.105** -0.121** 
 (0.0507) (0.0556) 
lnPER_lag -0.0535 -0.00743 
 (0.0586) (0.0799) 
lnPBV_lag 0.104 0.126 
 (0.150) (0.216) 
ROA_lag 0.0273*** 0.0294*** 
 (0.00935) (0.0113) 
lnINT_lag 0.000783 -0.000953 
 (0.0122) (0.0139) 
lnCAPEXP_lag -0.0388*** -0.0373** 
 (0.0142) (0.0165) 
2007.YEAR  -0.318 
  (0.227) 
2008.YEAR  0.0846 
  (0.189) 
2009.YEAR  -0.111 
  (0.178) 
2010.YEAR  -0.0211 
  (0.231) 
2011.YEAR  -0.117 
  (0.233) 
2012.YEAR  -0.0752 
  (0.200) 
2013.YEAR  0.00788 
  (0.189) 
2014.YEAR  -0.0917 
  (0.202) 
Constant 3.534*** 3.436*** 
 (0.505) (0.584) 
Observations 59 59 
R-squared 0.409 0.4661 
Firm FE YES  
Year FE YES  

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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Consumer Goods 
 (1) (2) 
VARIABLES OLS REM 
EWR 0.00374 0.00526 
 (0.00247) (0.00330) 
AR_lag 0.00217 0.00170 
 (0.00218) (0.00238) 
lnMV_lag -0.0294 -0.0462 
 (0.0377) (0.0426) 
lnPER_lag -0.0814 -0.106 
 (0.0742) (0.0829) 
lnPBV_lag -0.274*** -0.263** 
 (0.0910) (0.103) 
ROA_lag 0.0282* 0.0219 
 (0.0150) (0.0168) 
lnINT_lag 0.00139 0.00214 
 (0.00383) (0.00405) 
lnCAPEXP_lag 0.0161 0.0268 
 (0.0197) (0.0224) 
2007.YEAR  0.248 
  (0.214) 
2008.YEAR  0.367* 
  (0.207) 
2009.YEAR  -0.0436 
  (0.220) 
2010.YEAR  0.0936 
  (0.246) 
2011.YEAR  0.196 
  (0.255) 
2012.YEAR  0.164 
  (0.252) 
2013.YEAR  0.126 
  (0.236) 
2014.YEAR  0.0887 
  (0.246) 
Constant 3.598*** 3.546*** 
 (0.504) (0.544) 
Observations 74 74 
R-squared 0.264 0.3257 
Firm FE   
Year FE   

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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Consumer Services 
 (Consumer Services) (Consumer Services) 
VARIABLES OLS FEM 
EWR -0.00579* -0.00495 
 (0.00331) (0.00443) 
AR_lag 0.00253 0.000725 
 (0.00213) (0.00243) 
lnMV_lag 0.0504 0.0364 
 (0.0605) (0.171) 
lnPER_lag -0.0757 0.000426 
 (0.0850) (0.0947) 
lnPBV_lag 0.0586 0.0894 
 (0.101) (0.149) 
ROA_lag 0.0102 0.00672 
 (0.00697) (0.00861) 
lnINT_lag -0.00530 -0.00222 
 (0.00328) (0.00876) 
lnCAPEXP_lag -0.0947*** 0.00413 
 (0.0274) (0.0375) 
2007.YEAR  0.0727 
  (0.226) 
2008.YEAR  0.425* 
  (0.239) 
2009.YEAR  0.125 
  (0.240) 
2010.YEAR  0.325 
  (0.269) 
2011.YEAR  0.232 
  (0.217) 
2012.YEAR  0.161 
  (0.255) 
2013.YEAR  -0.133 
  (0.274) 
2014.YEAR  -0.0516 
  (0.255) 
Constant 3.731*** 2.895** 
 (0.666) (1.387) 
Observations 62 62 
R-squared 0.372 0.374 
Firm FE  YES 
Year FE  YES 

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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Financials 
 (1) (2) 
VARIABLES OLS FEM 
EWR 0.000915 -0.00556* 
 (0.00136) (0.00303) 
AR_lag 0.00629*** 0.00689*** 
 (0.00193) (0.00206) 
lnMV_lag -0.0478 -0.502 
 (0.0398) (0.304) 
lnPER_lag -0.0739 -0.0711 
 (0.0564) (0.0627) 
lnPBV_lag -0.137 -0.0557 
 (0.0971) (0.358) 
ROA_lag 0.00875* 0.00166 
 (0.00443) (0.00515) 
lnINT_lag 0.0418** 0.00759 
 (0.0172) (0.0195) 
lnCAPEXP_lag -0.0111** -0.00525 
 (0.00542) (0.00603) 
2007.YEAR  0.0814 
  (0.146) 
2008.YEAR  0.379** 
  (0.169) 
2009.YEAR  -0.0887 
  (0.183) 
2010.YEAR  0.00393 
  (0.282) 
2011.YEAR  0.232 
  (0.198) 
2012.YEAR  0.280 
  (0.213) 
2013.YEAR  0.159 
  (0.249) 
2014.YEAR  0.0701 
  (0.262) 
Constant 3.975*** 8.971*** 
 (0.426) (3.036) 
Observations 119 119 
R-squared 0.221 0.301 
Firm FE  YES 
Year FE  YES 

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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Health Care 
 (1) (2) 
VARIABLES OLS FEM 
EWR -0.000675 -0.00400* 
 (0.00150) (0.00236) 
AR_lag 0.00183 0.00443*** 
 (0.00160) (0.00148) 
lnMV_lag 0.145*** -0.0397 
 (0.0299) (0.119) 
lnPER_lag 0.162 -0.239** 
 (0.107) (0.112) 
lnPBV_lag -0.00830 0.108 
 (0.0936) (0.126) 
ROA_lag -0.000612 0.00668 
 (0.00735) (0.00886) 
lnINT_lag 0.00774*** 0.00306 
 (0.00258) (0.00426) 
lnCAPEXP_lag -0.0292* 0.0392** 
 (0.0149) (0.0157) 
2007.YEAR  0.306** 
  (0.117) 
2008.YEAR  0.402*** 
  (0.127) 
2009.YEAR  0.345*** 
  (0.126) 
2010.YEAR  0.0241 
  (0.141) 
2011.YEAR  0.482*** 
  (0.143) 
2012.YEAR  0.244 
  (0.153) 
2013.YEAR  0.0666 
  (0.163) 
2014.YEAR  0.264 
  (0.172) 
Constant 1.219*** 3.808*** 
 (0.383) (1.092) 
Observations 84 84 
R-squared 0.553 0.412 
Firm FE  YES 
Year FE  YES 

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

 
 
 



 133 

Industrials 
 (1) (3) 
VARIABLES OLS REM 
EWR -0.000278 -0.000206 
 (0.00167) (0.00198) 
AR_lag 0.00539*** 0.00365*** 
 (0.00166) (0.00115) 
lnMV_lag 0.0190 0.0206 
 (0.0201) (0.0302) 
lnPER_lag 0.160** 0.116** 
 (0.0785) (0.0491) 
lnPBV_lag -0.208*** -0.203** 
 (0.0714) (0.0857) 
ROA_lag -0.00144 -9.18e-05 
 (0.00460) (0.00169) 
lnINT_lag -0.00339 -0.00168 
 (0.00239) (0.00448) 
lnCAPEXP_lag -0.0198*** -0.0123* 
 (0.00615) (0.00633) 
2007.YEAR  0.182* 
  (0.106) 
2008.YEAR  0.410*** 
  (0.120) 
2009.YEAR  -0.190* 
  (0.100) 
2010.YEAR  0.0589 
  (0.124) 
2011.YEAR  0.00183 
  (0.112) 
2012.YEAR  -0.105 
  (0.123) 
2013.YEAR  -0.181 
  (0.124) 
2014.YEAR  -0.215 
  (0.140) 
Constant 3.066*** 3.073*** 
 (0.291) (0.413) 
Observations 195 195 
R-squared 0.177 0.2979  
Firm FE   
Year FE   

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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Oil & Gas 
 (1) (2) 
VARIABLES OLS FEM 
EWR -0.00274 -0.00898* 
 (0.00183) (0.00492) 
AR_lag 0.000516 0.00150 
 (0.00151) (0.00146) 
lnMV_lag 0.0384 0.332** 
 (0.0329) (0.157) 
lnPER_lag 0.0224 0.0658 
 (0.0519) (0.0565) 
lnPBV_lag 0.111 -0.103 
 (0.0961) (0.147) 
ROA_lag -0.000352 -0.00791 
 (0.00650) (0.00673) 
lnINT_lag 0.00104 -0.00197 
 (0.00414) (0.00896) 
lnCAPEXP_lag 0.000795 0.00347 
 (0.00531) (0.00635) 
2007.YEAR  -0.0262 
  (0.204) 
2008.YEAR  0.240 
  (0.207) 
2009.YEAR  0.00318 
  (0.212) 
2010.YEAR  0.177 
  (0.199) 
2011.YEAR  -0.245 
  (0.205) 
2012.YEAR  -0.120 
  (0.221) 
2013.YEAR  -0.0193 
  (0.225) 
2014.YEAR  -0.339 
  (0.234) 
Constant 3.123*** 0.723 
 (0.377) (1.366) 
Observations 84 84 
R-squared 0.120 0.395 
Firm FE  YES 
Year FE  YES 

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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Technology & Telecommunications 
 (1) (2) 
VARIABLES OLS OLS 
   
EWR -0.00812 -0.00533 
 (0.00487) (0.00547) 
AR_lag 0.000839 0.00316 
 (0.00234) (0.00303) 
lnMV_lag 0.0721 0.144*** 
 (0.0670) (0.0497) 
lnPER_lag -0.0433 -0.0626 
 (0.120) (0.187) 
lnPBV_lag 0.176 -0.273 
 (0.202) (0.201) 
ROA_lag -0.00405 0.00168 
 (0.0145) (0.00879) 
lnINT_lag 0.000380 -0.0192 
 (0.00604) (0.0141) 
lnCAPEXP_lag -0.0120 0.0595** 
 (0.0640) (0.0260) 
Constant 3.282*** 2.768** 
 (1.066) (1.082) 
   
Observations 34 34 
R-squared 0.407 0.671 
Firm FE   
Year FE   

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 
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Recommendations 
 (Buy) (Buy) (Hold) 
VARIABLES OLS REM FEM 
    
EWR -0.00288*** -0.00233*** -0.000108 
 (0.000580) (0.000639) (0.00132) 
AR_lag 0.000666 0.000852 0.000678 
 (0.000578) (0.000603) (0.000751) 
lnMV_lag 0.00473 -0.00299 -0.0678 
 (0.0115) (0.0130) (0.0576) 
lnPER_lag 0.00763 0.0147 -0.0160 
 (0.0228) (0.0233) (0.0268) 
lnPBV_lag -0.0676** -0.103*** 0.137*** 
 (0.0275) (0.0319) (0.0508) 
ROA_lag 0.00219 0.000819 0.000747 
 (0.00221) (0.00221) (0.00216) 
lnINT_lag -0.000447 -0.000272 -0.00377 
 (0.000740) (0.000847) (0.00275) 
lnCAPEXP_lag -0.000161 0.000653 -0.00213 
 (0.00233) (0.00250) (0.00312) 
2007.YEAR  -0.0766 -0.0708 
  (0.0655) (0.0592) 
2008.YEAR  0.112* 0.0165 
  (0.0616) (0.0687) 
2009.YEAR  -0.00521 -0.00526 
  (0.0692) (0.0663) 
2010.YEAR  -0.0466 0.0785 
  (0.0954) (0.0638) 
2011.YEAR  -0.0221 0.0597 
  (0.0611) (0.0615) 
2012.YEAR  -0.0663 0.0681 
  (0.0629) (0.0629) 
2013.YEAR  -0.101 -0.0326 
  (0.0658) (0.0591) 
2014.YEAR  -0.00225 -0.00844 
  (0.0676) (0.0637) 
Constant 4.009*** 4.062*** 3.756*** 
 (0.129) (0.144) (0.537) 
Observations 171 171 318 
R-squared 0.223 0.2285 0.120 
Firm FE   YES 
Year FE   YES 

Standard errors in parentheses 
*** p<0.01, ** p<0.05, * p<0.1 

 


