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Abstract

A firm’s corporate social responsibility (CSR) practice and its country’s legal origin are
strongly correlated. This relation is valid for various CSR ratings coming from several
large datasets that comprise more than 23,000 large companies from 114 countries. We
find that CSR is more strongly and consistently related to legal origins than to “doing good
by doing well’-factors, and most firm and country characteristics such as ownership con-
centration, political institutions, and degree of globalization. In particular, companies from
common law countries have lower level of CSR than companies from civil law countries,
and Scandinavian civil law firms assume highest level of CSR. This link between legal
origins and CSR seems to be explained by differences in ex post shareholder litigation
risk as well as in stakeholder regulations and state involvement in the economy. Evidence
from quasi-natural experiments such as scandals and natural disasters suggest that civil
law firms are more responsive to CSR shocks than common law firms, and such respon-
siveness is not likely driven by declining market shares following the shock.
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ABSTRACT

A firm’s corporate social responsibility (CSR) ptiae and its country’s legal origin are strongly
correlated. This relation is valid for various C&Rings coming from several large datasets that
comprise more than 23,000 large companies fromcbidhtries. We find that CSR is more strongly
and consistently related to legal origins thandoitig good by doing well’-factors, and most firmdan
country characteristics such as ownership condaorapolitical institutions, and degree of
globalization. In particular, companies from commaw countries have lower level of CSR than
companies from civil law countries, and Scandinawi&il law firms assume highest level of CSR.
This link between legal origins and CSR seems texpained by differences in ex post shareholder
litigation risk as well as in stakeholder regulacaand state involvement in the economy. Evidence
from quasi-natural experiments such as scandalsianoal disasters suggest that civil law firms are
more responsive to CSR shocks than common law fiamg such responsiveness is not likely driven
by declining market shares following the shock.
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Onthe Foundations of Cor porate Social Responsibility

The classical view in finance on modern corporatibas long embraced the shareholder value maxionzat
approach, which posits that corporations are ootpantable to profit-maximizing shareholders, aaddi—
apart from the contractually determined obligatiem® duties to serve other stakeholders’ interesttoo
enhance the society’s moral standards (FriedmarQ;1Benabou and Tirole, 2010). In reality, however,
corporations often engage in activities beyondipnadximization, and are voluntarily involved irsiges related
to various stakeholders’ welfare, such as providiegerous employee benefits, investing in envirortaie
friendly production processes, selecting supplieas avoid the use of child labor, and initiatirrgjpcts aimed
at helping the poor in less-developed countriesp@uate social responsibility (CSR), a term fredlyensed
to describe these stakeholder-oriented behavias, ificreasingly become a mainstream business tgctivi
(Kitzmueller and Shimshack, 2012). Why do some dirmant to be more socially responsible rather thae
profit maximizers? More importantly, why do firnts some countries engage more in CSR than firmghiero
countries? These are the key questions of thiystud

The classical explanation of why companies do CSRiat it enhances profitability and firm vafie
relationship usually dubbed as “doing well by dogmpd” (e.g., Dowell, Hart, and Yeung, 2000; OHitz
Schmidt, and Rynes, 2003; Renneboog, Ter HorstZaiathg, 2008 and 2011; Guenster, Bauer, Derwall, and
Koedijk, 2011; Deng, Kang, and Low, 2013; Flamn2&]5; Krueger, 2015; Dimson, Karakas, and Li, 2015)
Others study the inverse, namely “doing good bygavell”, by addressing whether it is only well-fueming
firms that can afford investing in CSR (e.g., HoKgibik, and Scheinkman, 2012). However, such “doing
good—doing well” arguments do not explain the criigs and cross-country variations in CSR. Thatifis,
CSR on average enhances firm value, why do som@aoies adopt a CSR-oriented strategy whereas others
do so to a lesser extent, and why do companiesrimescountries systematically invest more in CSRitha

companies in other countries? In addition, the gt of “doing good by doing well” (or of “doing Wy

2 While Benabou and Tirole (2010: 2) define CSRsetificing profits in the social interest”, we—lmlving many
other studies—adopt a broader definition of CSRctvis about fulfilling social interest but not ressarily sacrificing
profits (or shareholder value).
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doing good”) mostly considers CSR as a firm’s védum initiative, and extant studies in this litena usually
take only one perspective on CSR, such as empkategaction (Edmans, 2011, 2012; Edmans, Li, drahg,
2014), environmental protection (e.g., Dowell ef 2D00; Konar and Cohen, 2001), corporate phirapth
(e.g., Seifert, Morris, and Bartkus, 2004; Masualiel Reza, 2015), or consumer satisfaction (e.g, dnd
Bhattacharya, 2006; Servaes and Tamayo, 2013teah@€ SR relations for only one specific countrysity
the U.S.). In fact, CSR spans multiple dimensidinirm behavior, and captures a firm’s endeavodéaling
with various externalities that it generates oRealtalders in the process of pursuing profit maxatian (Tirole,
2001) and that are not internalized by shareholdéagill, Quinzii, and Rochet, 2015). This multirgénsional
and externality-driven nature of CSR suggests ithsttould be fundamentally related to not merelyra’s
own choice but also legal rules, institutional agaments, and societal preferences. Moreover, loeynlens
of capital investment to address externalities,camsider CSR as a more fundamental tradeoff betvaeen
shareholder and other stakeholder focus (at tivelével), as well as between rules and discretjométitutions
governing economic life. Such tradeoffs, as we ergrrucially hinge on a firm’'s explicit and implici
contractual environment, which is likely to be sbdyby legal rules and enforcement mechanisms iffiet by
jurisdiction.

In this paper, we try to explain the difference&CiBR practice across countries by relating it tountry’s
legal origin, which has been argued to systemdyisabpe various country-level institutional arramgnts and
the firm-level contracting framework (La Porta, lezpde-Silanes, and Shleifer, 2008; Doidge, Karalyid
Stulz, 2007). In the context of CSR, the institndibarrangements under different legal regimesroéte how
many and in what ways “public goods” should be fiesl by the private sector (corporations): through
regulations and rules, firms’ discretion, or goweemt involvement in business (Kitzmueller and Shiatk,
2012). The contracting framework governed by défédegal origins shapes the explicit and also éudten)
implicit contracts between shareholders and ottadesiolders through governance structures anddtisidn

making process. In this regard, common law is widely known as arendiscretion-oriented system that

3 For example, in Germany, corporations are legatyuired to pursue the interests of parties otram tnly

shareholders through the systentofdeterminatiorin which employees and shareholders have an eqguaber of seats

on the supervisory board (Allen, Carletti, and Magz, 2015). The harmonization laws of the Eurog@ammunity

include provisions permitting corporations to taki account the interests of creditors, custonq@rential investors,

and employees. The corporate laws in Japan prethahdapanese corporations exist within a tightiyrected and

interrelated set of stakeholders, including supglieustomers, lending institutions, and frienddyporations (Donaldson
2



supports private market outcomes, places fewemnex i@strictions on managerial behavior (but disages
inappropriate or unacceptable behavior by meanglging on ex post sanctions such as litigatiorotbrer
judicial mechanisms), and favors shareholder ptiatecCivil law, in contrast, is known for the st&t proclivity
to intervene in economic life through rules andufations (e.g. an ex ante delineation of acceptadhavior),
and embracing a “stakeholder view” (La Porta et2008; Allen et al., 2015; Magill et al., 2015) A result,
the level of CSR in a country is a result of a gaaace tradeoff concerning the rights and prefereraf
shareholders and stakeholders, as well as howr#dsoff is crystalized, i.e., by rules or by détan, which
are both fundamentally related to the country'sleggime.

We empirically test the legal origin view of CSR hijlizing several newly assembled international
databases on firm-level CSR that cumulatively cowere than 25,000 large public companies aroundltiz.
Our CSR data measure corporations’ engagementdic@mpliance to environmental, social, and tradalo
corporate governance (“ESG”) issues. Engagemesrtsr&d a firm'’s voluntary initiation of CSR projsectvhile
compliance refers to regulatory mandated conduat ¢hfirm has to or is encouraged to follbvirhese
engagement and compliance activities in various Efd@ensions properly capture different aspects of
stakeholder issu€sAs the main focus of CSR is on non-financial staltders (other than shareholders which
are protected by corporate governance mechanismsghoices of CSR samples mostly reply on thedid
“S” dimensions while giving little weight on the "@imension.

Using these comprehensive global CSR data, welfimdegal origins appear to be the strongest prei
of CSR adoption and performance at the firm lestebnger than alternative factors such as politiesltutions,
regulations, social preferences, and a firm’s fai@rand operational performance. Firms with a camriaw
origin score significantly lower on various CSRimgs than civil law firms, and firms from the Scamaian

legal regime obtain the highest scores on mostexfd CSR ratings. This result survives the inctueia large

and Preston, 1995).

4 For example, engagement in ESG may include a coyggoluntary R&D investment project deemed as
environmental friendly (the “E” dimension), or amgloyee training program aimed at increasing enmgeoyelfare and
productivity (the “S” dimension), or a voluntaryciease in gender and racial diversity of the badudirectors (the “G”
dimension). Compliance to ESG issues may inclulleviing environmental regulations (in terms of eitthard or soft
law) on CQ emissions (the “E” dimension), guaranteeing wagkionditions above the minimum requirements in
factories located in developing countries (the éi8hension), and consulting investors on managec@mipensation
(say on pay) (the “G” dimension).

5 Similarly, The European Federation of Financiahysts Societies (EFFAS) interprets ESG as the teémtus on:
(1) energy efficiency, (2) greenhouse gas emissi@sstaff turnover, (4) training and qualificatiq5) maturity of
workforce, (6) absenteeism rate, (7) litigatiorksis(8) corruption, and (9) revenues from new potslu



set of country- and firm-level control variablesdadifferent estimation methods such as OLS, GLS, an
random-effects ordered probit models. The resultrither supported by several quasi-natural expemis of
global disasters and scandals that shift societalashd for CSR and in which we are able to contmotbuntry
fixed effects to rule out alternative explanatioegarding other country-level channels. In theggearments,
we find that firms in civil law countries are maresponsive to large natural disasters and indsstandals
such as food safety and oil spill pollution. Suebponsiveness does not seem to be explained bgeha
firms’ market shares. Furthermore, we investigateumber of economic mechanisms for the association
between legal origin and CSR, and find that firmsivil law countries face less shareholder litigatrisk but
more regulations concerning stakeholder welfarg, m®re on super-majority rules among shareholdans,
have stronger state involvement in their businesdesf which are strongly related to higher lesvef CSR.
Overall, these results suggest that there is aglink between firm-level CSR and country-levejdeorigins,
which may explain cross-country variations in C$8uad the globe.

The paper proceeds in the following way: Sectidayk out the theoretical foundations on the refatio
between legal origins and CSR. Section Il descrihesdata and empirical strategies. SectionsWlahd V
show empirical results of the baseline models, éhielence from disasters and scandals, and testhédor

economic mechanisms, respectively. Section VI aates.

I. ThelLegal Originsand Corporate Social Responsibility

Social arrangements between private citizens, catjpms, and the government vary significant across
countries of different legal origins. La Porta kt(2008: 286) consider legal origin as a stylesaial control

of economic life, namely that “common law standstfe strategy of social control that seeks to supprivate
market outcomes, whereas civil law seeks to repdach outcomes with state-desired allocations.” @om
law countries appear to rely more heavily on thekimg of private market resolutions: with perfecaniets,
maximizing profit in the exclusive interest of sklaolders leads to acting in the best interestlatakeholders
such as consumers, workers, and shareholders (Magil, 2015). In contrast, in civil law counsje¢he state
plays a stronger coordinating role in factor mask#tese countries typically have stronger uniartsch has

led to stricter regulations regarding e.g. disntipsécies or a wider scope of collective bargaghagreements

(at the industry level), and they have stricterstomer protection laws, which place more restricion prices
4



and regulate product markets to address the vastaltigeholders’ interests (Djankov et al., 2002;dBotet al.,
2004; La Porta et al., 2008).

In addition, countries under different legal regina¢éso manage the possible conflicts between fitined,
suppliers and their customers differently. Cousti@th a common law origin rely to a greater degraesx
post settling up through judicial mechanisms, wasreivil law countries rely more heavily on rulessbd
mechanisms that restrict behavior ex ante (Enrig2@84; Cheffins and Black, 2006; La Porta et 2008
Issacharoff and Miller, 2009; Cox and Thomas, 2@8lter, 2012). Such different balances betweessrahd
discretion in corporate decision making in civirses common law countries is likely driven by sypgide
and demand-side considerations, which make nattedictions about the patterns of CSR activity ssiegal
regimes. On the supply side, CSR may arise ast@mative response to market and redistributiviefas due
to inefficient regulations (e.g., de Bettignies &mbinson, 2015). The fact that a wider varietgtakeholders
can more easily make claims and benefit from s&opgotection in civil law than in common law cories
may entail that there is less need for firms inldaw countries to behave in a socially resporesivhy over
and above regulation. Then, their CSR strategieslagely redundant in the light of the constraiatel
requirements already in place under the civil l&agime. On the demand side, the level of CSR inueatry
may reflect consumers’ and other citizens’ prefeesnfor corporations to be more altruistic and qcad
(Benabou and Tirole, 2006, 2010). Based on thisashelside consideration, the fact that civil law rtpies
have stricter regulatory protection of stakeholdaims may be a reflection of stronger social pegiees. This
implies that we expect stronger CSR behavior il aw countries because more is expected of fimmthis
environment. In sum, CSR is an equilibrium outcaeftecting the demand for voluntary ‘good behaviar’
the society and the availability as well as effica€ substitutes for corporate behavior; the CSRti@n with
legal origin depends on which set of forces (thgpbu versus demand-side considerations) weighsibsta

The above tradeoff leads to empirical predictiomsh® underlying mechanisms that connect legalrmig
and CSR. In common law countries, firms rely mareorporate discretion on CSR adoption. In contfasts
in civil law countries rely on rules, which can &igher explicit (such as laws and regulationshaplicit (such
as societal preferences), to engage more in CSRated to stakeholder preferences. For examplen vitne
risk of shareholder litigation towards managemendicectors is low, firms have more freedom to eyegan

CSR activities (which are often beyond regulatiamy it is well established that in common law ddes, ex
5



post shareholder litigation mechanisms empoweriregeolders to sue corporate management and dgecto
are used to a larger extent than in civil law caest(Enriques, 2004; Cheffins and Black, 2006Plata et al.,
2008; Issacharoff and Miller, 2009; Cox and Thon28)9; Gelter, 2012). Similarly, when a firm’s dgon-
making process is ex ante insulated from the dleom- shareholders pressures (for example, throhigh t
presence of a supermajority vote requirement ipa@te charter or bylaws), the firm will be mordliwg to
engage in CSR activities, which are often long-teriantated in nature (Cremers and Sepe, 2016hé&unore,
CSR would be more prevalent with stronger regutetiand state interventions on stakeholder issuesrgve
that these mechanisms could potentially serveatetgiard” a firm’s fiduciary duty as mandated bysaand
their working under different legal regimes aga@pends on the relative strengths of supply-sidedantand-

side forces, which we will empirically explore irone detail.

[I. Dataand Empirical Strategy

A. CSR Data and Descriptive Statistics

In recent years, a variety of ESG indices meastfiinglevel CSR performance has been constructed by
means of different rating methodologies (e.g. sdraged on a box-ticking approaehcompliance”, or on
interpretative analysis“engagement”). We have extensively discussed thabr#ly of these ratings with
practitioners, policymakers, and data providerse ©ould raise the concern that the “G” componerE®6G
measurement is overlapping with the traditionalpooate governance issues, which are materiall\emifft
from the other stakeholder issues (Krueger, 20IBgrefore, we have deliberately selected databises
minimize the weight on corporate governance issubae putting more emphasis on environmental awibs
ones.

Our main data on CSR performance are from MSCtanigible Value Assessment (IVA) datadfagehe
IVA indices measure a corporation’s environmentad gocial risksand opportunities, which refer to issues
where companies generate large environmental and sxternalities and may be forced to internaffaéure)
unanticipated costs associated with those extéiesmliThe rating then takes into account the extemthich a

company has developed robust CSR strategies anoihdérated a strong track record in managing theseific

6 In contrast to credit rating agencies, which aigl py the firms (whose products) they rate, C3Rgaagencies are
financially independent from the rated firms sughttconflicts of interest are largely avoided.
6



risks and opportunities. Such rating methods caplath the legally mandated aspects (unanticipabsts
associated with regulatory penalties and lawsuwts] voluntary aspects (risk management strategids a
strategies to capture potential opportunities) 8RCAn important note is that companies are ratedranked

in comparison to theindustry peerdrom international markets, and therefore thentgptioes not depend on
the local CSR situations and rules. The data is temverted to a relative rating, by allocating thenpanies
with the best “performance” (the CSR levefi}hin its industry sector on a global scafea given category an
AAA (the top rating), by giving the companies witie worst performance a CCC (the lowest rating), lay
pro-rata rating the remainder firms between AAA &dC (which we converted to a score from 6 to 0).
Information needed to complete the IVA ratingsathgred from several sources, including corporateichents
(environmental and social reports, annual repassurities filings such as 10Ks and 10Qs, websdgs),
environmental groups and other NGOs, trade grongso¢her industry associations, government datashas
periodical searches (e.g., in Factiva and Nexig),fanancial analysts’ reports. Following a reviefwarious
corporate documents, the MSCI analysts usuallyvige senior executives at the companies, moshafi¢he
environmental area. When comparing companies, dteeid normalized by the most relevant, availaatidr,
such as domestic sales or production levEle ratings are available from 1999 to 281dnd cover over
23,000 large public companies (past and current)djor equity indices worldwide, including all coarpes of
the MSCI World Index, the MSCI Emerging Markets érdthe MSCI US, Canada, UK, Australia, and South
Africa indexes, the FTSE 100 and the FTSE 250 (shnb investment trusts) indexes, the ASX 200 Index
the Barclays Global Aggregate — Corporate Index tlkig large sample with global coverage, MSCI tartts

a series of 29 ESG categorfesmong which a few categories suchLabor RelationsIndustry Specific

7 Government databases include e.g., central batak daS. Toxic Release Inventory, Comprehensive@nmnental
Response and Liability Information System (CERCLBLRA Hazardous Waste Data Management Systeninetc.
particular for European companies, the informatsoexpanded by means of many other informationcssur
8 There are two waves of IVA data: the first wavér@sn 1999-2011, and the second wave is from 2@152To match
with our financial data we truncate the IVA ratirntg2014. The metrics of calculating the overalAINiting are the same
across the two waves, and the first-wave data haore detailed information on the ratings of thesRB-ESG-
categories.
® Akey ESG issue is defined as an environmentaloarsicial externality that has the potential todsee internalized
by the industry or the company through one or nebrae following triggers: (a) Pending or proposedulation; (b) A
potential supply constraint; (c) A notable shifdemand; (d) A major strategic response by an ksi@lol competitor; (e)
Growing public awareness or concern. Once up ®HKey issues have been selected, analysts worlsedtior team
leaders to make any necessary adjustments to tight&én the model. Each key issue typically corsgsi 10-30% of the
total IVA rating. The weights take into account thgact of companies, their supply chains, and thiducts and the
financial implications of these impacts. For eaely Issue, a wide range of data are collected toezddhe question: “To
what extent is risk management commensurate vékhekposure?”

2



Carbon RiskandEnvironmental Opportunityeceive the highest weights in the global ratemy the weight
on traditional corporate governance is below 2% d@étailed composition of the IVA rating is showriTable
1. Furthermore, we triangulate our analysis baseithe I\VA rating (the overall CSR rating) by thesRletrics
EcoValue21 Rating and the RiskMetrics Social RatiregeafteEcoValue RatingndSocial Ratinyto capture
the environmental and social aspects of CSR, ré&spsc

Our main sample comprises 403,633 firm-time obg@ma from 114 countries and economies and span
123 industries (based on MSCI’s industry classiitcg. We also employ other CSR indices provideddnyous
ESG rating agencies with a global scope in orderdss-validate our results. These indices incNideo’s
corporate ESG ratings and Thomson Reuters’ ASSEfidgs of which the country coverage and number of
observations are shown in Appendix 2. In contrashé MSCI IVA data that focus on engagement (dmiab
strategies to manage its risks and opportunittég) Vigeo ESG data is more CSR compliance-orieated
applies a check-the-box approach to rate how a &inth the country in which it operates comply witle t
conventions, guidelines, and declarations by irtigonal organizations such as the UN, ILO, and OECD

[Insert Table 1 about here]

B. Methodology

As the IVA ratings measuring a company’'s ESG penfoice are integers ranging from 0 to 6 and are not
normally distributed, we first use the nonparancei¥ilcoxon rank-sum (Mann-Whitney) test in a uniaée
analysis which compares the median ESG values sadifferent legal origins, and between capitalist a
socialist countries. We subsequently apply reddoett regressions to analyze the association betveeen
company’s CSR and its country’s legal origin, pcéit institutions, social preferences, and corporat
characteristics (including financial performandgjven that some of our key explanatory variableg. (éegal
origins) are time-invariant and that we would ltkedraw inferences on the population, random-effeatiels
are used in this panel setting. Our estimationsade by OLS, random-effects generalized leasteg&LS),
and randome-effects ordered probit models. Therlaite estimated by means of maximum likelihood and
consider the discrete, ordinal nature of the ratengd the rating changes in a panel data settisggéme method

has been used in e.g., Alsakka and Gwilym, 20110¢. §eneral specification can be expressed as:

Vie = ¢+ B'Legal, + 8" Xy +v'Zey + &t 1



WherelLegalis a vector of different types of civil law origing;; is the vector of firm-level financial and
governance variables, whilg.; is a vector of country-level control variables.cEgt for legal origins, all the
other variables are time-variant in nature. Thesstipti refers to the individual firnt,to the time, and to the
country. y;; is the firm-level CSR rating. In the case of osdkprobit modelsy;; is an unobserved latent

variable linked to the observed ordinal responsegoaies y;;:

0 if yir < ]
1 ifm <y <t
2 if gy <y < s
Yie = |3 i s <Y Sy )
4 fu<yip<ups
5 if us <yir < He
6 if ue < yi |

The u's represent thresholds to be estimated (along Wwighst and y coefficients) using maximum
likelihood estimation, subject to the constrairtti; < p, < 3 < py < Us < lUg-

Moreover, we explore a few quasi-natural experimentsome (largely) exogenous shocks to CSR demand
and examine the differences in response by legahneeusing OLS estimation while controlling for cdry-,
industry-, and year-fixed effects. Controlling foountry-fixed effects in these quasi-natural experits
enables us to rule out alternative explanationedbas other country-level factors such as ideokgialtures,
and social norms. In these quasi-natural experiahagttings, we also investigate the change in etathares
in order to disentangle it from possible conseqasrinduced by legal origin. Furthermore, we exfidiest
several institutional and governance variablesasmial mechanisms linking a firm's CSR and itsirioy’s

legal origin in a two-stage set-up.

C. The Variables

For our main analysis, the dependent variable iragn (1) is the overall IVA rating which aggregsall
environmental and social dimensions of CSR. All@everted to ordered integer scores ranging fram@
In robustness tests, we also use different indalidlimensions of the IVA rating as alternative degent
variables, as well as the CSR ratings from twora#téve CSR samples—Vigeo and ASSET4—which are
normalized ratings ranging from 0 to 100. As exptany variables in the main analysis, we include:

Legal origins



Legal origins are our main explanatory variablégytrefer to the legal tradition adopted by thentou
where the firm is headquartered. We follow La Pdrtgpez-de-Silanes, Shleifer and Vishny (LLSV, 199&
Porta et al. (2008), Djankov et al. (2008), andrgran (2010) and classify five legal families prakkey five
dummy variables: English common law, French cigilv| German civil law, Scandinavian civil law, and
Socialist law (both current and former socialistimwies). In robustness tests, we also reclassifgent and
former socialist law countries into their pre-sdisidegal origin (either French civil law or Germaivil law).
Political institutions

We use several country-level variables to capteeetfects of political institutions, which may hathape
and reflect social preferences for CSR. First, e@the variable Political Executive Constraintsalitproxies
for the constraints to potential expropriation e tpolitical elites as suggested by Glaeser e{2804):
“[Political executive constraints] is the only maesthat is clearly not a consequence of dictdtahaices,
and [...] can at least loosely be thought of as irgdatio constraints to government” (p. 282). We teesame
index, developed by Polity IV.

Our second political variable is Corruption Contwdlich measures the extent to which politicians are
constrained from pursuing their self-interest (tlglo corruption). There are more political varialitest stand
for democracy and aggregate social (stakeholdefemmnces, but we stick to the above because tieayast
closely connected to North’s (1981) conceptiomatitutions as “constraints”.

Third, we use the World Bank index of a countrysgRlatory Quality to proxy for the government’s
effectiveness in taking social responsibility andalihg with market externalities by formulating and
implementing sound policies and regulations thatniteand promote private sector development. Assailt,
CSR may be induced or confined by a country’s raguy regimes.

In robustness tests, we also control for a countgpitalist model using the Heritage Index of Ecoit
Freedom, which consists of a broad series of sdbxies measuring different aspects of government
interference in business activities, such as gewer spending, fiscal freedom, business freedobyrla
freedom, and monetary freedom. Understandablyetbels-indexes are highly correlated with one ampémel
we therefore only include the overall score as rtrob rather than all individual sub-indices. Inreported
regressions, we also include those sub-indexe®pwoae in the regression, and this does not dfifiectesults

on our key explanatory variables.
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Blockholder Ownership

Including different types of blockholder ownershiio our model is important as they are proxies for
investor preferences; different types of blockhddmay favor different corporate CSR policies aad ase
their voting power to implement those policies. &bolders are defined as those who hold more thab
the company’s total shares and their ownershipestake classified into Government Held Shares, @atjon
Held Shares, Pension Fund Held Shares, Investmampény Held Shares, Employee Held Shares, Other
Holdings, Foreign Held Shares. The sum of all bhmiéler ownership stakes is defined as a comparota T
Strategic Holdings, and the rest is defined as Fleat Shares.
Firm-level Financial Variables

A standard control variable is firm size, proxigdtbe (logarithm of) total assets of the companyorder
to capture the “doing good by doing well” effece wontrol for firm performance by including retuotsassets
(ROA), and in further robustness tests we add theket valuation of the firm, proxied by Tobin's hé¢
market-to-book ratio of assets).
Other Country-level Controls

In Equation (1), we further control for a countrigésel of economic development by using the (Iahani
of the) GDP per capita and a globalization indeRPFGer capita captures income and wealth effestgeaple
in richer countries are more likely to care abawgtainability, whereas those in poor countries iger@rry
about daily economic survival. The globalizatiomleér is expected to capture the spillover effecC&R
standards across countries, as corporations in giobalized countries are under higher pressuitoply
with international conventions and principles thatline the norms for acceptable corporate sociatact.

From Vigeo, we also obtained the sustainable cguatings which comprise the ESG scores of mone tha
170 sovereign countries, based on the analysisooé rthan 130 CSR risk and performance indicdtors
three domains: (1) environmental protection, (iaoprotection and solidarity, and (3) rule of laamd
governance of the country. These country-level E&{Bgs supplement our firm-level CSR ratings aive: @
more comprehensive picture of social responsibdlitg stakeholder orientation around the world.

Detailed definitions and sources of all our vargshre summarized in Table 1 (for various CSR bk

and sustainable country ratings) and in Appendifodexplanatory variables).
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1. Results
A. Descriptive Results
We first visualize in Figure 1a the distributionsafstainable development of countries around tbeegl

on a world map using the adjusted Vigeo sustainedlmtry ratings. Ratings are rescaled to eigregmies
representing the degree of sustainable developmemi#renmental responsibility, social responsibjligynd
institutional responsibility (rule of law and gomance)—of a country, with a darker color indicathigher
sustainability ratings. In Figure 1b, we also phat distribution of legal origins throughout thenido Countries
with higher social responsibility (sustainabilitsgtings are also more likely to be civil law couesr than
common law countries, and Scandinavian countrige ktize highest scores.

[Insert Figures 1a and 1b about here]

We turn the countries’ color map into numbers ibl&&2, but this time we use firm-level CSR data; we
then compare the mean CSR ratings for the courtteésnging to different legal origins. In addititm the
overall CSR rating (IVA Rating) and two generalmgs on environmental and social policies (EcoVdaéing
and Social Rating), we also show the various coraptinof the CSR subcategories representing beffefits
different types of stakeholdet$.Again, a darker color indicates a higher CSR ggtand the variance of the
rating is shown in the parenthesis. The comparisdriie means of the CSR indices across legalrwigi
Table 2 show that firms under the English commandgstem have lower CSR scores in most ESG dimesisio
than those under the civil law systems. Firms ftbem Scandinavian and German legal origins assunmre mo
CSR than those from the English common law syséspecially in terms of environmental issues, akatdd
by the scores in EcoValue Rating and the subcagy&nvironment, Environmental Management Capacity,
Environmental Opportunity, Industry Specific Carbdrisk, Environmental strategy, Environmental
Management Systems, Environmental Accounting ReqprCertification (e.g., ISO14000), etc. In socehd

labor-related issues, firms from the French legains assume more CSR than those from the Engligh

10 For example, the CSR benefits for shareholderscesditors can be inferred froBtrategic Governang&trategic
Capability & Adaptability Traditional Governance Concernstc. The benefits for employees — the recognibion
human capital - are manifestedimployee Motivation Development, Labor Relatiorealth & Safetyetc. The
benefits for customers can be derived from thegmatesCustomer Stakeholder Partnerships, Intellectual i@é&
Product Development, Product Safetjc. The environmental issues — categdeimsronmental Managemeoapacity
through(Environmental) Performance are crucial to all types of stakeholders.
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German legal origins, as can be derived from tloeescof the Social Rating and the subcategoriesatium
Capital, Stakeholder Capital, Employee Motivationd aDevelopment, Labor Relations, Health Safety,
Customer Stakeholder Partnerships, Human Rightkl @imd Forced Labor, etc. The English common law
system has higher scores than the civil law systemihe domain of the firm’'s interactions with lbca
communities and traditional corporate governanceems. Companies from the Socialist legal originehthe
lowest levels of CSR across the board.

We further compare the differences across leggirmifor various aspects of CSR using a non-parmienet
test (Wilcoxon rank-sum (Mann-Whitney) test). TaBlehows that the differences in ESG performancer &l
and by component) are highly statistically sigrfic across legal families, and that civil law coiast
consistently score higher than common law countriesdl ESG subfields. Within the civil law courgs, we
find that firms of countries with German legal anighave higher levels of CSR than their countegaiith
French legal origin in terms of ecological and eowmental policy (EcoValue rating, Industry Spexifiarbon
Risk, and Environmental Opportunity), but that Bnench legal origin firms have higher levels of G8Rocial
issues and labor relations than German legal odgimpanies. Finally, firms from capitalist econosné&tach
more attention to ESG issues relative to those fiteencurrent and former socialist countries (RyssShina,
and some Eastern European countries). Overalk tescriptive results of mean comparison suggasttiere
are systematic differences in various ESG ratingsss different legal origins.

[Insert Tables 2 and 3 about here]

B. Main Results

We then move to the regression analysis to formtedliythe relation between CSR and legal originsels
as other country-level and firm-level charactetsstin Table 4, we present the results from diffeestimation
methods: column (1) shows the OLS results withithgeline control variable set. Column (2) has draes
variable set as column (1) but the model is esethy means of GLS; to the models of columns (3)-exfra
control variables are added (with GLS estimatiofkg results in columns (6)—(7) are obtained usamglom-
effect ordered probit models (with some controlalales missing due to the issue of convergencesiximmum
likelihood estimations). The dependent variablalinregressions is the overall IVA rating at therfilevel,

which is a proxy for a company’s engagement andptiamce to various environmental and social issues.
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Following LLSV (1998), La Porta et al. (2008), Diav et al. (2008) and Spamann (2010), we take tigtigh
common law origin as our benchmark which is theeefanitted from the models, and we exclude fornmer a
current socialist countries, which, as argued biiéug et al. (2010), are in transition and not imitrium.**
Only as a robustness test do we include theselisb@auntries and recategorize them accordindnéir {pre-
socialist legal origin (either German civil law Brench civil law) (e.g. in column (7)). We includedustry-
and year-fixed effects, and cluster standard eabtise country-level in all estimations.

Several important observations can be made: Hi&, coefficients on the French, German, and
Scandinavian civil law origins are positive andistecally significant throughout all specificatisnregardless
what estimation method is used. The results imipdy firms under civil law systems on average hdgadr
levels of CSR than those under the English comraarslystem. The economic effects are substantiaisfin
civil law countries have on average a 7% higher G&fte (or half grade on a scale of 7) than thmsemmon
law countries (columns (1)—(2)). The differencesi®n larger—at more than 14% or 0.85 to 1 grade—-Awhe
more control variables are added such as a firnwestment opportunities (market to book ratio ckets), the
firm’s degree of shareholder-orientation (anti-dice rights index) and the economic freedom indeptaring
the country’s capitalist model (column (5)). Sce tivil law firms score significantly higher thanoramon law
firms on the overall IVA index. The traditional Egorigin theory in the law and finance literatamgues that
the common-law countries generally have the streinged French civil-law countries the weakest itmes
protection, financial development, and economicigfiicy (LLSV, 1998; La Porta et al., 2008). Ourdings
echo the legal origin theory and are consistertt thi¢ predictions under the demand-side storyhilghier CSR
is a reflection of stronger social preferencessfakeholder claims in civil law countries.

Second, political institutions—corruption contrpblitical executive constraints, regulatory qualaynd
economic freedom (the type of capitalist model)—awe strongly associated with firm-level CSR. GD& p
capita is not a predictor of CSR, whereas a colsntiggree of globalization whose correlations wiité legal
origins dummies are low (below 20%), is a strorgdjetor of the firm-level CSR: companies in morew@and

globalized economies have a higher level of CSRtjpe!?

11 This is also confirmed by the consistent CSR upelgéormance of firms in (current or former) so@atountries,
which are still under an autocratic or dictatorggime, we exclude these countries from our sawipheain
specification, and focus on the differences betwamsmmon law systems and civil law systems (and théisystems).
12 Before we conducted the regression analysis, weke the correlations between different explayatariables to
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For the firm-level variables, Table 4 shows thainfsize is strongly related to CSR performancedar
firms on average do more CSR. The coefficients @ARre positive and significant in most specifioas, in
line with the “doing good by doing well” hypothesidarket valuation (Tobin’s Q) is not strongly rield, except
in specification (7). We also find that a firm thads better investor protection (as captured bygh anti-
director rights index) on average invests more 8RC

One may be concerned about the weighting of cashy the number of their firm-years in the dat&mvh
using random effect models. We therefore const@uséw sample consisting of the ten largest companie
terms of market capitalization in each country (ddes with fewer than ten companies are droppkd).
unreported regressions, we conduct OLS tests sretjually-weighted sample with the same varialaled the
above main results survive.

[Insert Table 4 about here]

C. Robustness Tests
a. Alternative theories

As LLSV (1998, 1999) state that legal origins mag®e the ownership structure of a company, we wonde
whether the relation between CSR and legal origoteehow captures the effects of ownership strusture
Therefore, we add to the benchmark GLS model (M{@)ebf Table 4) total ownership concentration #mel
share stakes held by different types of sharehs|dee results of which are shown in Panel A ofl@&bA first
observation is that both the statistical and ecaoafiects of legal origins are not eroded by thelision of
various ownership variables. Furthermore, the @deffts on these ownership variables themselvemastly
insignificant. Therefore, the type of ownershiphe hands of different blockholders and their petage stakes
are not likely to be proxies for legal origins.

A key criticism of the legal origin theory could theat legal origins are proxies for national cuggjrorms,
and values, which have been shown to be strontdje:to economic outcomes (Stulz and Williams@93

Guiso, Sapienza, and Zingales, 2006; Tabellini020d/e follow La Porta et al. (2008) and contral feligion

verify whether multicollinearity concerns wouldsgj but this is not the case. For example, theslations of Ln(GDP
per capita) with three legal origin dummies are238.8.7% and 9.2%, respectively, and the correiatif Political
executive constraints with regulatory constraimg eorruption controls are 35.6% and 32.1%, respedygt
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as well as the most widely used culture indices—Hoéstede cultural dimensions—which capture social
attitudes and norms (Hofstede and Hofstede, 200bg. six cultural indices comprise Power Distance,
Individualism, Masculinity, Uncertainty Avoidanderagmatism, and Indulgence (for definitions seeefolix

1). In addition, in line with the Weber thesis thdferences between Protestantism and Catholioigerms of
work and social ethics have affected capitalisetigument and corporate growth (see lannacone (1888h
overview of the economics of religion), we inclutie binary variable Protestant that captures wietleuntry
has a protestant majority. We present the tesBairel B of Table 5. Again, the cultural and religi@riables
do not make much of a dent in the explanatory paéegal origins, and the explanatory powers dfual
variables themselves are statistically insigniftcaor weak and not persistent. Therefore, the calltu
explanation does not seem to hold.

[Insert Table 5 about here]

b. Alternative dependent variables

As mentioned above, we obtained the IVA data inwawes: the first wave spans the period 1999 td 201
and the second wave covers 2011 to 2014. The dWépalating we have used in the above tests combitne
IVA ratings in two waves, but we also have inforioaton ratings of different CSR dimensions for fist
wave sample. As additional robustness checks, wdwat similar tests as for the baseline resultséplace
the dependent variable in Tables 4-5—the overal dating—by (i) the generdVA scoresfor each of the
waves (Models (1) and (4) of Table 6) in order &oify whether possible changes in the CSR measureme
methodology affect results, (ii) environmental ssocapturing a CSR focus on ecological targete#itiency
(the Environmental Scoréfor the 2011-2014 wave) in Model (2), tRéskMetrics EcoValue Ratindor the
1999-2011 wave) in Model (59pportunity in cleantecin Model (8),Environmental opportunity factoiig
Model (11), Sustainability riskin Model (12),Industry specific carbon risin Model (13), Environmental
strategyin Model (14) Environmental management systemiglodel (15) Environmental accounting reporting
in Model (16),Environmental training & developmeint Model (17),Environmental strategic competenice
Model (19), andEnvironmental performanca Model (20)), and (iii) social scores capturihg firm’s social
dimension and hence the importance of employesfers, suppliers, and the community at largeStezal

score(for the 2011-2014 wave) in Model (3), tReskMetrics Social Ratingor the 1999-2011 wave) in Model
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(6), Labor relations in Model (9), Product Develaary Safety, and Materials in Models (7) , (10) &b8)).
Table 6 reveals that the general, and the various@mental and social indices are strongly anasistently
correlated to legal origins, and we confirm thatative to firms with English legal origin, firmsoim civil law
have higher levels of CSR. In all twenty modelgivexception of Models (2) and (9), firms with Sdaravian
legal origin have the highest CSR scores.

[Insert Table 6 about here]

c. Alternative CSR samples

One possible concern could be that our results stgpilat civil law firms have higher CSR ratingsith
their common law counterparts are driven by theuliadty of our CSR data. Although we have showat tine
results are consistent across specifications wifardnt dependent variables, such similarity cooéddue to
the fact that they use similar rating methodologieveloped by MSCI). To address this issue, wagointhe
benchmark tests for two alternative CSR samplels glitbal coverage: (i) the Vigeo’s corporate ES@ngd)
data which comprise six domains: (1) environmetjth(man rights, (3) human resources, (4) businelsavior
(customers & suppliers), (5) community involvemesubd (6) corporate governance, and (ii) the Thomson
Reuters’ ASSET4 (panel) data, which comprise a @i engagement in and compliance to environmental
and social aspectd. Table 7 shows that that our previous results Igrgiervive with different CSR measures
from the two alternative samples: firms with ciaiv origins have higher CSR ratings than those adtinmon
law origin. The only exception is Model (6): wheprBorate Governance is the dependent variablehtee
civil law dummies have a negative sign, indicatihgt firms with English legal origin have higheoses in
corporate governance than firms with French or Gartegal origin. This finding is not unexpectedtie light
of the empirical evidence in the literature, beeathgs Vigeo sub-index measures the traditionakeguance
concerns that focus on shareholder protection €ratiman stakeholder protection). The fact that girwith
common law origin have better shareholder-orienta{stronger corporate governance) is indeed damsis

with the traditional law and finance view. Our riéswacross all these robustness tests are stithénwith the

13 ESG information is available for more than 4,30dbgl companies based on more than 250 key perfarena
indicators and more than 750 individual data podatgering every aspect of sustainability reportifige sample
includes MSCI World, MSCI Europe, STOXX 600, NASDAO, Russell 1000, S&P 500, FTSE 100, ASX 300 and
MSCI Emerging Market. On average, 10 years (fro®2)®f history is available for most companies.
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demand-side prediction that firms in civil law ctwies have higher levels of CSR.

[Insert Table 7 about here]

V. Evidencefrom Scandalsand Disasters
The previous results have shown that there isoagtand consistent correlation between a firm'slle?t CSR
and its country’s legal origin, with civil law firmassuming more CSR than common law firms. Thikés
average effecBased on the demand-side arguments, one potergidianism that explains why firms in civil
law countries on average have higher levels of @& be that they are more responsive than commen la
firms when the societal demand for CSR changesctwlg the marginal effect To investigate such
“responsiveness” channel, we execute several aquasial experiments of “shocks” to CSR demand gy th
society across the world. This also enables ustitral for country fixed effects (so as to takeoiatcount the
influence of all time-invariant country-level factd while still examining the effects of legal arig by means
of interaction terms. We estimate models usingffer@éinces-in-difference (DiD) approach. In genesaDiD
estimation can be specified as:

CSRict = Ac + By + Cs + BXijce + Vit + €4t (3)

where 4., B, and C; are fixed effects for countries, years, and sacfordustries), respectivelyk;., are
relevant firm- and country-level controls as in firevious specifications, ane., is an error terml;, is the
interaction between legal origin (civil law) andthear dummy such that the estimated impact of ggin
(civil law in yeart) is then the OLS estimat@. Standard errors are clustered across firms amgl tib account
for serial and cross-sectional correlations.

We conduct three quasi-experiments related to wew®d shocks of corporate scandals or naturaltdisas
which, as we argue, move firms in relevant indestivorldwide “out of equilibrium” and magnify thests
and benefits of different legal regimes. We delibely choose shocks that had a huge global impatt that
we can make cross-legal-regimes comparisons. T$teseks include the Chinese milk scandal (November
2008), the 2010 Deepwater Horizon oil spill (Makgbvil 2010), and the Asian earthquake and tsunami
(December 2004). We distinguish two responsivechasnels of CSR: one is a consumer channel, intwhic
these shocks trigger shifts in consumer demandchadges of firms’ market shares that force comzatue

adjust their CSR. The other is a legal channehai firms in a more CSR-friendly legal environmésttonger
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stakeholder-orientation in the spirit of the lawhd to be more responsive to shocks and supply suwial
goods. In our analyses below, we try to disentatigtse two channels. We use the ASSET4 samplédset
scandal and disaster analyses because it hasispauif detailed sub-CSR data and scores (such<s ca
donations, and spill and pollution control) thatkedily correspond to each of the shocks.

The Chinese Milk Scandal and Product Responsibility

The 2008 Chinese milk scandal was a food safefigént in China, involving milk and infant formulae,
and other food materials and components, adultérsith melamine. Twenty-two Chinese diary companies
including market leaders such as Mengniu, werertegao have this problem. By November 2008, China
reported an estimated 300,000 victims, with siaim$ dying from kidney stones and other kidney agmand
an estimated 54,000 babies were hospitalized. TérddWealth Organization referred to the incidembae of
the largest food safety events it had had to déhliwrecent years. The issue raised severe cosedrout food
safety, not only in China but all over the world,raany food manufacturing and processing compamigsrt
food materials and components from China, or hegida operations in China. The European Union, gean
Commission, and the United States Food and DrugiAdtration all tightened up food safety checks and
regulations.

The Chinese milk scandal raised worldwide awarenésompanies in food-related industries of their
product safety and responsibility. We thereforéiagtithe “product responsibility” rating offered BAGSET4
and compared companies in their reactions—acrgs8 tegimes—in terms of upgrading their own product
safety, measured by their product responsibilityes. We exclude Chinese firms from the samplelszae
want to avoid the (expectedly strong) local impgatour international results. Column (1) of Tableh®ws the
results, and the DIiD estimator is the coefficieht@ivil law x Post-2009". The coefficient is posie and
statistically significant with a non-trivial econ@rmagnitude, indicating that food-related compariiecivil
law countries upgraded their product responsibpigyformance by more than 5% (a coefficient of 8.84 a
scale of 100) on average, in relation to firmsammon law countries. As a robustness check, weheisame
regression on the product safety rating from thd&mple. As shown in column (2) of Table 8, thefficient
on “Civil law x Post-2009" is still positive andgsiificant. Given that the IVA rating is on a scafe0-10, the
economic magnitudes are similar across the twaessgns (5-7%). This points at a higher responsisgiof

firms in civil law countries in the wake of thisdd product safety scandal.
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The Indian Ocean Earthquake and Corporate Donations

The 2004 Indian Ocean earthquake and tsunami, wasdersea megathrust earthquake that occurred on
Sunday, 26 December 2004, and was one of the deadhtural disasters in recorded history. Théhgaeke
triggered a series of devastating tsunamis aloagctasts of most landmasses bordering the Indi@ar9c
killing over 230,000 people in fourteen countrigsd inundating many coastal communities. The pligihe
affected people and countries prompted a worldwigleanitarian response. In all, the worldwide comityun
donated more than $14 billion in humanitarian wildile some funds were from the national governmenmtst
were corporate cash donations.

Corporations constantly donate money in normal $inteit the earthquake and tsunami magnified the
amount of corporate donations as a relief effoddi@y (2005) and Patten (2008) argue that phitapib
giving (as a response to disasters) is perceived gsnuine manifestation of the firm’'s underlyirarial
responsiveness. We therefore compare the cashidaméincluding both direct cash giving and cashng via
a corporate foundation) made in 2005—right after disaster—by corporations in our world sample. We
calculate corporate cash donations following tlaadard approach as used in Masulis and Reza (2848),
focus on cash donations as a proportion of tosth:can(1 + cash donations / total cash ) % C@lumn (3) of
Table 8 shows the results from this natural expenimwith the same control variables as before, thed
coefficient on “Civil law x Year-2005” is the DiDsémator. The reason for interacting the civil ldwmmy
with a year dummy rather than with a post-disadtenmy (i.e., Post-2005) is that, unlike food scémddch
may shift CSR demand and have lasting effects gpocate CSR policies, donations are disaster-dpeziid
are only made in the year of (or following) a dieasrather than in all subsequent years. (Below, placebo
test, we will test the issues of donation timinggain, the interaction coefficient (Column (3))assitive and
statistically significant, indicating that firms aivil law countries donated on average more madhay those
in common law countries, right after the Asian lequiake disaster. This finding suggests that a $itmterlying
social responsiveness (as manifested by philanthigiping after natural disasters) is stronger il daw

countries than in common law countries.

The Deepwater Horizon Oil Spill and Corporate Eomimental Concerns
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The Deepwater Horizormil spill, also known as the BP oil disaster, bega 20 April 2010 in the Gulf of
Mexico on the BP-operated Macondo Prospect, folgwhe explosion and sinking of the Deepwater Huriz
oil rig. It is considered the largest accidentatimeoil spill in the history of the petroleum irgtry. The spill
had a severe environmental impact. The US Goverhestimated the total discharge at 4.9 million &larr
(210 million US gal; 780,000 # which directly polluted 68,000 square miles (08D knf) of ocean and had
a devastating effect on marine life in the Gulf &dito the gulf ecosystem being in crisis.

The Deepwater Horizon oil spill was an environmesheck to all energy-related industries in terrfis o
the environmental consequences of their produetimhoperations. We therefore compare, acrossriegiahes,
corporations’ upgrading of their environmental cerms after the oil spill. Utilizing the detailed R$dices of
ASSET4, we measure a company'’s environmental coadsrthree variables that are mostly relatedItspii
and pollution under the ASSET4 environment piltk,of which are normalized on a scale of 100:“&ill
and Pollution Control”, which captures a compardii®ct risk management policies related to oillspind
pollution; (b) “Environmental R&D Spending”, whicbaptures a company’s efforts in developing new
technologies that are more environmental friendty;“Clean Energy Products”, which captures whether
company substitutes its energy-intensive produdiis products using new technologies and clean ézerg
Columns (4)—(6) of Table 8 show the results inrailsir way as columns (1) and (2), except that thi@ D
estimator is the coefficient of “Civil law x PospP0”. The coefficients on the three environmen&fgrmance
variables are all positive and statistically sigiaft, indicating that energy-related firms in thaw countries
upgraded various aspects of their environmentalopeance—by strengthening their spill and pollution
controls, investing more in environmental R&D, aledeloping more clean-energy products—by 7% (7egad
increase on a scale of 100) on average, relativwnérgy-related firms in common law countries. Wso a
conduct a robustness check by interacting the Giwl dummy with the Year-2010 dummy (columns (7)—
(10)), and find similar results, both statistica#lgd economically. Taken together, these resuligesi that
companies from different legal regimes responcediifitly to the oil spill shock, and such differeegponses
are both immediate and persistent over time.

[Insert Table 8 about here]

A. Placebo Tests
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We conduct several placebo tests on alternativasiniés and alternative event years for the scaratal
disasters analyzed above to rule out potentialstriguand year-specific confounding effects. Far fbod
scandal, we estimate identical models for a few-fiomd industries (including the oil and gas indykstr
Similarly, for the oil spill disaster, we estimatkentical models for a few non-oil-and-gas indwestr{including
the food industry). The alternative industries otitian the food industry and the oil and gas ingusiclude
software & IT services, professional & commerciahices, and financials. For the Indian Ocean tsuna
disaster, which triggered corporate donations ffoms acrossall industries we apply the base model for
alternative years during our sample period. Thelteor these placebo tests are shown in TablétB,Panels
A and B exhibiting the results for product respbiigy and environmental performance ratings ireaiative
industries after the food scandal and oil spilladier, respectively, and Panel C exhibiting thelteson
corporate donations for alternative years. FromePAnwe learn that the milk scandal had no impacthe
non-food industries for firms in civil law counts@s the interaction terms of Civil law and thetR2899 period
are nowhere statistically significant. This findisgpports the results presented in Table 8 andestgghat
firms’ CSR reactions in food safety are specifithte food industry. Likewise, we note that thespill disaster
did not affect other industries in terms of corperanvironmental actions after the disaster (PBnafl Table
9). The placebo tests on alternative years folrttimn Ocean tsunami also further support our prevresults:
the interactions of the Civil law dummy with altative years that were not affected by global desasdre not
statistically significant, whereas only the inteéiaig of the Civil law dummy with the post-disasterar (Year
2005) is positive and significant. This impliestttige difference in cash donations between comraarfirms
and civil law firms is likely to be triggered byetyear-specific (December 2004) disaster event.

[Insert Table 9 about here]

B. Changing Market Shares following Scandals

As mentioned above, there are two potential charthat may explain the differences across legatreg
in terms of responding to these shocks. The feghat CSR responsiveness is driven by changesnis’f
market shares, that is, consumers in some courareemore appalled by these shocks and their derfioand
products shifts more, which forces companies tatrezore strongly in terms of improving their CSRe (d

Bettignies and Robinson, 2015). The differenceuichsconsumer demand shifts may coincide with diffier
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legal regimes. The second one is that firms in n@®&&-conducive legal regimes (i.e., civil law coigs)
actually respond more per unit of shock, which déract legal channel.

We try to disentangle these two different chanhglsvestigating whether the above shocks are @tsoc
with changes of firms’ market shares, whether suelnket share changes are further related to thegehaf
CSR practice, and whether these relations diffeossclegal regimes. The Chinese milk scandal ard th
Deepwater Horizon oil spill disaster provide ushndiffering settings in terms of industry compasitj which
are ideal for investigating the existence of thestoner channel. The oil and gas industry is dorathby large
international players originating from different legal regimesick as Total S.A. in France, BP in UK,
ExxonMobil in the US, Royal Dutch Shell in the Netlands, and Statoil in Norway, whereas the foaldigtry
comprises many small&ycal players. A food scandal may create a consumer iagstaft away from the larger
food companies (that are tracked by CSR data peosjdowards smallpcal producers (that are largely
untracked). In contrast, the domestic consumer ddniar oil and gas is relatively inelastic due twet
oligopolistic nature of the local industry (thougbnsumers may shift their demands across largmatienal
players following an energy scandal). If our abfimeings regarding the differences in CSR resparsiss
across legal regimes are mainly driven by changezadket shares (i.e., companies change their G8&ipe
as aresponse to declining market shares as conssghitt to other companies), we would expect lzothrying
effect of the shock on market shares for food/gneagd a varying effect of market share changefrors’
CSR practices across different legal regimes.

We test this consumer channel by using the chamgecompany’s market share of sales revenues in its
industry following the shock as a proxy for consushemand shifts. For the food scandal, we definddsgtry”
as thedomestiandustry ofall companiesn a certain year, and for the oil spill disaster,theglobal industry
of companiesvithin our sampl& in a certain year. Panel A of Table 10 shows éselts of changingomestic
market shares of our sample companies, which astiyrarge firms, as a response to the Chinese su#kdal
and its correlation with the product responsibititpre (ASSET4) of companies in food-related indesafter

the scandal. We document that the domestic mahkeef our sample firms (mostly large firms witBR

14 The market shares for oil and gas companies dealated on an “in-sample” basis: all the firmgie ASSET4
database with a CSR score are considered. Whealadate the market shares on all listed firmsgaiobal scale),
irrespective of the availability of a CSR scores thsults presented below do not change.
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ratings) declines following the scandal, most §kelwards smaller local food producers (which do meve
CSR ratings), and that this takes place not inya of the scandal but over the 5-year periodesylEnt to
the scandal. We then test whether the shifts irsamrple firms’ market shares following the foodrsta are
related to the product responsibility scores ingbst-scandal period of food sector firms in cand common
law countries. We find that the changing marketratafter the scandal are not significantly coteslavith
changes in CSR in either civil law or common lawmimies, which does not render support to the aggim
that the difference in responsiveness of CSR betveeenmon law and civil law countries is driven Inet
decline in market shares. Panel B of Table 10 shtbeisesults of changinigternationalmarket shares as a
response to the oil spill and their correlationhwitl and gas companies’ spill and pollution cohswores after
the shock. Subsequent to the oil spill shock, weeoke a small (though significant) change in masketre in
firms operating in the traditional energy sectohigi could result from a consumer demand shift afiam
the energy mastodons towards firms active in aii@ra energy). A large shift in market share watsaxpected
given that the alternative energy production isagng but still remains small relative to the tramlital carbon-
based energy production. Panel B also shows thahtrket share shift does not differ between fiwitls civil
or common origin: we do not find a significant eation between changes in oil and gas companiasien
shares after the spill and changes in the spillptidtion control index. These results give suppoithe legal
view rather than the perspective of pressure frentiting market shares.
[Insert Table 10 about here]
V. Economic Mechanisms

The results above show that systematic differeimc@€SR across legal regimes are not likely to lheedr
by changing market shares. In addition, in our herark models of Table 4, we have already considafedv
institutional variables such as Regulatory Quaktlitical Executive Constraints, and the Anti-Rier-Rights
Index, but they were not statistically significaantd their inclusion has not made much of a denth&n
significance of legal origins dummies. This suggekat they are not likely to be ‘channels’ fordégrigins.
In this section, we also directly test some medariat both the country-level and the firm-levebatined
in Section I: CSR in civil law countries may be moule-driven whereas, CSR in common law countges
more on ex ante discretion and ex post settlement.

First, we use a shareholder litigation risk indexdaveloped by LLSV (1998) and Djankov et al. (2008
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test for the ex post settling up mechanisms ircdmmon law (as opposed to the rule-based mechainisting
civil law). When the risk of shareholder litigatias low, firms are more willing to engage in CSRidties
which are often beyond the law, and it is well bished that common law countries tend to utilizerenex
post shareholder litigation mechanisms to empowwareholders to sue corporate directors (LLSV, 1998;
Issacharoff and Miller, 2009; Cox and Thomas, 2@&8lter, 2012). Similarly, we investigate whethes tevel

of CSR is higher when a firm'’s decision-making @ssis ex ante insulated from the pressures (diffterent
types of) shareholders through the presence gberswajority vote requirement in corporate chartdnydaws,
which is more prevalent under the civil law systgfopt, 1997; Cheffins and Black, 2006).

Another mechanism relates to regulations and thexdinvolvement of the government in business. As
argued by La Porta et al. (1999) and Botero e{24104), legal origin proxies for the state’s preoitli to
intervene in economic life: civil law countries teto rely more on regulation and state intervensionwhereas
common law countries tend to rely more on market$ eontracts. To test this mechanism, we use devera
country-level indices including an employment lamdex, a collective relations laws index, and thevplence
of state involvement in the economy.

We conduct our tests on these economic mechanistngi stages: in the first stage, we regress etch o
the channel variables on the civil law dummy, anthe second stage, we regress the overall CSi)raiti the
channel variable “predicted” from the first statigt is, the variations in the channel variables #ne explained
by legal origins. Control variables are includedth stages. This is akin to an IV approach extegtthe
civil law dummy is not treated as the IV for theanhel variable. That is, we acknowledge the pd#g#sithat
civil law can function on CSR through channels othan the ones that we are mentioning here.

Table 11 presents the results; the variable defivstare given in Appendix 1. We show that, in filhgt
stage, the civil law origin is negatively correthteith shareholder litigation risk (Model 1), andsitively
correlated with the presence of supermajority r(Msdel 3), stronger labor and union laws (Mode&n8l 7),
and higher degree of state involvement in the eegn@odel 9). In the second stage, we observe that
shareholder litigation risk is negatively correthteith the level of CSR (Model 2), whereas the otttennel
variables are all positively correlated with CSRo@éls 4, 6, 8, and 10). These results are consisiémthe
notion that civil law countries rely more heavilg cules-based mechanisms that restrict behaviantxand

reflect a stronger focus on (or demand for) stakiroorientation in these societies, which impliest such
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rule-based mechanisms are related to higher |e¥&lSR. We acknowledge that this is not an exhe dist
of channels that can potentially explain the lirdtvizeen legal origin and CSR, and civil law may tiorc
through other mechanisms that drive up firms’ CSRwvall. Nevertheless, the significance in both esaig
indicative of a potential link between civil lawdhigher level of CSR via stronger ex ante constsaand less
ex post settling up mechanisms.

[Insert Table 11 about here]

VI. Conclusion
La Porta et al. (2008: 326) claim that “Legal anigi-broadly interpreted as highly persistent systems of
social control of economic life-have significant consequences for the legal andlaegy framework of the
society, as well as for economic outcomes.” Ingpig this, our paper makes the point that legginexplains
an important part of the cross-country variationan increasingly important business activity, nigroerporate
social responsibility. We assess a firm's CSR byaiproxies for corporate stakeholder concernsh ag
environmental and social policies, and by analyfamge-scale public and proprietary databases cuyewer
25,000 large corporations around the world. We $imdng support for the legal origins explanatibthe levels
of CSR, much more so than for the alternative pmtpes on CSR, such as its relation with sociefgrences,
regulatory quality, political institutions, cultur@nd values at the country level, and firm-levelnevship,
corporate governance, and financial performance. [€liel of CSR is higher in civil law countries thin
common law countries, and companies under the Stavidn legal origin on average have the highestlte
of CSR. This is consistent with demand-side arguséirat CSR reflects social preferences for googdarate
behavior and stakeholder orientation, and suctakpferences are more embedded in rule-basedamisaiis
that restrict firm behavior ex ante, which are mamevalent in civil law countries. Such rule-baseahagerial
constraints are less prevalent in common law c@astvhere ex post settling up mechanisms (e.gugfro
judicial resolutions) are relatively more importavie find supporting evidence that the positivé loetween
civil law and CSR can be explained by, among offugential channels: lower shareholder litigatiagkyithe
presence of supermajority rule in a firm, strorigéor regulations, and the prevalence of stateliavoent in
business. Evidence from exogenous scandals amgtetisguggest that companies in civil law countaresalso

more responsive than those in common law counitmiésrms of upgrading their CSR practices whendhes
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shocks occur, and that this responsiveness iskady ko be driven by shifts in market shares.

The relevance of our findings is two-fold. At thaeno-level, they could (re-)shed light on the mailéegal
origin in driving finance and other economic outeanwhich has been a long-lasting debate sinceripimal
thesis of LLSV (e.g., Rajan and Zingales, 2003; ,R®©6; Spamann, 2010; La Porta et al., 2008), &filile
the debate in the law and finance literature mofituses on the protection of investor rights adl a®
economic freedom and efficiency based on contrgetitd institutional arrangements as governed tal ledes
(for which the common law appears to be “superiditije is known about how similar mechanisms telo
the welfare of other stakeholders. We show thattimemon law system embraces less CSR than thdaiwvil
regimes. This is consistent with LLSV’s premise dommon law tradition emphasizes the shareholieapy
and private market-oriented strategy of social mdmhore, and perhapmecause of this emphagitsis also less
stakeholder-oriented. Stakeholder rights are uggalhcretized by rules and a state-desired approBstcial
control. Of course, CSR may be a result of boteg@nd firm choices, as we find the level of CSRighest
in the Scandinavian legal regime, which lies betwlegavily rule-based and discretion-oriented system

At the micro-level, our findings contribute to thaderstanding of what drives CSR, which has regentl
attracted much interest in finance. While the @éxisstudies mostly focus on the financial and syt motives
of CSR for specific countries and in specific &8, we extend the scope of CSR research to algchla by
using a variety of large CSR samples with inteorati coverage to analyze its determinants at thatcg
level, which has received little attention to ddteaddition, our findings hold for both CSR engagat and
CSR compliance, which further suggests that CSfbignerely a corporate strategic action (engagenment
boost financial performance, nor is it simply corapte to the rules (including soft law). Ratherthbo
compliance and engagement are systematically detatelifferences in legal regimes across countiiéss
focus on the legal contexts of CSR also contribtddke broader theme of corporate governancecislyeto
the roots of the shareholder-stakeholder tradeaffiodern corporations.

Of course, none of our arguments and findings isuiggest that the equilibrium level of “total” salci
responsibility is higher in civil countries, buthar that common law societies on average haveliS&s Indeed,
some recent studies have discussed how CSR mayl @oithe provision of public goods provided byesth
actors (Graff Zivin and Small, 2005; Baron, 200)this sense, the higher levels of CSR in ciw leountries

may be partially a reflection of constraints rattiean of managerial objectives. Therefore, we ackedge
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that firms in different countries may have differgalue-maximizing levels of CSR, and it is possithlat legal
regimes in some countries can constrain their fifrtom achieving such value-maximizing levels, eitbg
regulations or by shaping a firm’s attitude towastigeholders via governance arrangements. Ovitrallevel
of CSR in society reflects the intersection of shpply of socially responsible behavior from vas@ctors as
well as the demand for CSR practice by citizend, @ findings suggest that legal regimes may peraary
force that shapes such equilibrium result. Thidicms the profound roles that the law plays in emoit life
and suggests how CSR as an increasingly importairtstneam business activity is fundamentally reldte

legal rules.
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Table 1. Description of the CSR Indices

Panel A Descriptions of CSR Ratings Used as Dependent bMar and the Sustainable Country Ral

Overall IVA
rating

Environmental
score

Social score

EcoValue
rating

Social rating

Product
responsibility

Product safety

Cash
donations to
cash

Spill and
pollution
control

Environmental
R&D

Clean energy
products

Sustainable
country rating

The IVA rating identifies key environmental, soci@nd governance issues that hold the greateshiiteisk or

opportunity for each industry sector. Themes orvitamment” include climate change, natural resosirgmllution &

waste, and environmental opportunities. Themes swcial” include human capital, product liabilityjakeholder
opposition, and social opportunities. More detadedompositions of key issues under each themeantioned below in
Environmental score and Social score. IVA analygash company’s risk exposure, measuring the extemthich a

company’s core business is at risk of incurringnticgpated losses. When comparing companies, datarimalized by the
most relevant, available factor, such as salesradyction levels. The data is then converted telative rating, by
allocating the company with the best performandhiwiits industry sector in a given category an AARe top rating,
giving the company with the worst performance a C®€ lowest, and scoring the remainder pro-ratavdsen AAA and

CCC, which are then converted to 6 to 0. It has Wweawes (as in our sample): 1999-2011 and 2011-28&drce: MSCI
Intangible Value Assessment.

The Environmental Score is the environmental pia/A and applies the same rating metrics basegatential risk or

opportunity in each industry. The score includesftillowing issues: carbon emissions, product carfieotprint, energy
efficiency, insuring climate change risk, waterest, biodiversity and land use, raw material sogicifinancing

environmental impact, toxic emissions and wastek@ging material and waste, electronic waste, dppdies in clean

tech, opportunities in green building, opportursitie renewable energy, etc. The data is then cten/¢o a relative score,
by allocating the company with the best performandéin its industry sector in a given category@ fhe top score,
giving the company with the worst performance &h@, lowest, and scoring the remainder pro-rata &etwl0 and O.
Source: MSCI Intangible Value Assessment (the 220114 wave).

The SocialScore is the socialillar of IVA and applies the same rating metrics basegatential risk or opportunity i

each industry. The score includes the followingiéss labor management, human capital developmeatththand safety,
supply chain labor standards, controversial sogrcproduct safety and quality, chemical safety,ivgmy and data
security, responsible investing, insuring healtld @emographic risk, opportunities in health andritiah, access to
communications, access to healthcare, etc. Sirtdldhe Environmental score, the Social score dsstry-adjusted
(compared within the same industry sector on aailsbale) and ranges from O to 10. Source: MSGinigible Value
Assessment (the 2011-2014 wave).

The EcoValue ratings measure a company’s envirotehparformance on 3 major aspects: a) environnmetrategy and
management; b) environmental risks and c) enviranaletrategic profit opportunities. The rating hads are similar to
that of the overall IVA ratings, and also rangenfrAAA to CCC (which are then converted to 6 to®yurce: RiskMetrics
(provided by the MSCI Intangible Value Assessm#rg:1999-2011 wave).

The Social ratings measure a company’s social pegoce on aspects similar to those in the SociescThe rating
methods are similar to that of the overall IVA ngg$, and also range from AAA to CCC (which are thenverted to 6 to
0). Source: RiskMetrics (provided by the MSCI Irgéote Value Assessment: the 1999-2011 wave). SoRiskMetrics
(provided by the MSCI Intangible Value Assessmérg:1999-2011 wave).

The customer/produresponsibility category measures a company’s managecommitment and effectiveness towe
creating value-added products and services uphpltie customers’ security. It reflects a compapgpgacity to maintain
its license to operate by producing quality goauld services integrating the customer’s health afelty and preserving
its integrity and privacy, also through accurateduct information and labelling. Source: ASSET4 E&Ea.

A score measuring a company’s product quehealth and safety initiatives, controversies reldtethe quality or safet
of the company’s products, including legal casesalls, criticism. The score is normalized on desof0-10, with higher
score indicating a higher level of product safSgurce: MSCI Intangible Value Assessment.

The amount of cash donations to charitable (i>e.etempt) organizations scaled by total cash. Gastations include
direct cash giving and cash giving via a corpofatedation. The variable is calculated as: Ln (dash donations / cash )
x 103, then winsorized at 1%. Source: ASSET4 ES@.da

A score measuring to what exter the company directly or indirectly (through a sugeplunder the spotlight of the mec
because of a controversy linked to the spill ofroivals, oils and fuels, gases (flaring) or contrsyeelating to the overall
impacts of the company on the environment. Theesisonormalized on a scale of 0-100. Source: ASSES@ data.

A score measuring to what extent does the comparest in R&D on new environmentally friendly prodsior services
that will limit the amount of emissions and res@s@ieeded during product use. The score is noredatin a scale of 0-
100. Source: ASSET4 ESG data.

A score measuring to what extent does the compawgidp products or technologies for use in therglesnewable enerc
(such as wind, solar, hydro and geo-thermal anchéss power). The score is normalized on a scale16f0. Source:
ASSET4 ESG data.

Country-level sovereign ESG scores and benchmarésdon 120 ESG risk and performance indicatdtgé@e domains:

(1) environmental protection, (2) social protectaord solidarity, (3) rule of law and governanceu@toes are graded on
a scale of 100 on their commitment and performanddese indicators (e.g., ratification of the Kyatonvention, the

Vienna convention, the Stockholm convention, COZssions per head, Gini index, etc.). Source: Vigeo.
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Table 1 (Continued). Description of the CSR Indices

Panel B. Decomposition of the Intangible Value Asseent (IVA) Rating (Based the 199-2011 Wave

IVA Factor IVA Subscort weight Key Metrics
SG1) Strategy <2% Overall governance; rating composed of total scofe®r-Key Issues
Strategic /SGZ) Strategic Capabili <2% Management of CSR issues, partnership in retaieholder initiatives
governance Adaptability . . o _
SG3) Traditional <2% Board independence, management of CSR issues, Bivardity, compensation

Governance Concerns

practices, controversies involving executive congagion and governance.

HC1) Workplace Practices<2%

Workforce diversity, policies and programs to proendiversity, work/life benefits
discrimination-related controversies
KEY ISSUE: Labor Relations

Human capital i 0
HC2) Labor Relations 20% Benefits, strikes, union relations, controversiesk of work stoppages, etc.
HC3) Health & Safety <2% H&S policies gnpl systems, implementation and moinigoof those system
performance (injury rate, etc.), safety-relateddants and controversies
SC1) Stakeholde <2% Customer initiatives, custon-related controversies, firm’s support for put
Partnerships policies with noteworthy benefits for stakeholders
Stakeholder SC2) Local Communities <2% Policies, systems and initiatives involving locahmmunities (esp. indigenous
capital peoples), controversies related to firm’s interasiwith communities
. Policies and systems to protect suj-chain workers’ and contractors’ righ
0,
SC3) Supply Chain <2% initiatives toward improving labor conditions, siypphain-related controversies
PS1) Intellectual Capital/ Beneficial products and services, including effohist benefit the disadvantaged,
Products and P <2% reduce consumption of energy and resources, antiligtion of hazardous
roducts an Product Development .
services chemicals; average of two scores
PS2) Product Safety <2% Product quallty: health and _safety initiatives, ttoversies rglgted to the quality
safety of a firm’s products, including legal casesalls, criticism
EM1) EM Strategy <2% Default = 5, unless theredmpany specific exposure that is highly significan
Emerging EM2) Human Rights/ <204 Policies, support for values in Universal Declamtof Human Rights, initiatives
markets Child and Forced Labor 0 to promote human rights, human rights controversies
EM3) Oppressive regime <2% Controversies, substantive involvement in countrigél poor HR records
ER1) Historic Liabilities <206 Controversies including natural resot-related cases, widespread or egreg
environmental impacts
ER2) Operating Risk <206 Emissions to air, discharges to water, emissiaimxa€t chemicals, nuclear energ
Environmental P _ 9 controversies involving non-GHG emissions o _
risk factors ERS3) Leading/ Water management and use, use of recycled mates@alscing, sustainable
Sustainability Risk <2% resource management, climate change policy andgemancy, climate change
Indicators initiatives, absolute and normalized emissions wtpontroversies
ER4) Industry Carbo 2506 KEY ISSUE: Carbc
Specific Risk Targets, emissions intensity relative to peersieged cost of compliance
EMCL1) Environmenta <2% Policies to integrate environmental consideratiobs all operations
Strategy environmental management systems, regulatory camgsi, controversies
EMC?2) Corporate <204 Board independence, management of CSR issues, bivardity, compensation
Governance 0 practices, controversies involving executive conga¢ion and governance.
EMC3) Environmental <20 Establishment and monitoring of environmental perfance targets, presence of
Environmental Management Systems 0 environmental training, stakeholder engagement
management ~ EMC4) Audit <2% External independent audits of environmental pentorce
capacity E\('\;/'Ccoi)nt'iz:é’/'éoenp”;ﬁmg <2%  Reporting frequency, reporting quality
Erl\gui iE:’?gEgV[I)rg\r/]enl]oepnrfent <2% Presence of environmental training and comnatioios programs for employees
EMCY7) Certification <2% Certifications by ISO ohet industry- and country-specific third party dacd
EMCS8) Products/ <204 Positive and negative impact of products & servieesi-of-life product
Materials 0 management, controversies related to environmanfact of P&S.
EO1) Strategic Policies to integrate environmental consideratiobs all operations and reduce
_ Com etencg <2% environmental impact of operations, products & E&s, environmental
Enwronmental P management systems, regulatory compliance
opportunity EO2) Environmental KEY ISSUE: Opportunities in clean technolo
factors Opportunit 35% Product development in clean technology, R&D retato sales and trend,
PP y innovation capacity
EO3) Performance <2% Percent of revenue represegtatentified beneficial products & services
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Table 2. Average CSR Score across Different Legal Origins
The Overall IVA Rating is the weighted average scfar different subcategories onwards. EcoValuangaind Social
Rating are from RiskMetrics. A higher score sigesfithat the company put more effort in the issod,ia marked by a

darker color. Standard deviations are in brackets.

English French
origin origin
Overall I VA Rating (whole sample) 2.65 (1.58) [ eliEHERSLe))
Overall IVA Rating (1999-2011 wave) 2.72 (1.74) P eiloNERyL))
EcoValue Rating (1999-2011 wave) 2.65 (1.77)
Social Rating (1999-2011 wave) 2.75 (1.73) BN
Overall IVA Rating (2011-2014 wave) 2.64 (1.50) PRl ERET))
Environmental Score (2011-2014 wave) = 4.68 (2.25) BN Eavi)
Social Score (2011-2014 wave) 4.55 (1.83) | shAlGhvss))
Strategic Governance 5.42 (1.85) eherNER:ls)
Strategic Governance Strategy 5.47 (2.23)
Strategic Capability Adaptability 5.28 (2.30)

Traditional Governance Concerns
Human Capital
Employee Motivation Development
Labor Relations
Health Safety
Stakeholder Capital
Customer Stakeholder Partnerships
Local Communities
Supply Chain
Intellectual Capital Product Develop.
Product Safety
Emerging Market Strategy
Human Rights Child and Forced Labor
Oppressive Regimes
Environment (Overall)
Environmental Risk Factors
Historic Liabilities
Operating Risk
Leading Sustainability Risk Indicator
Industry Specific Carbon Risk
Environmental Mgmt. Capacity
Environmental Strategy
Corporate Governance
Environmental Management Systems
Audit
Environmental Accounting/ Reporting
Environmental Training Development
Certification
Products Materials
Environmental Opportunity Factors
Strategic Competence
Environmental Opportunity
Performance

5.57 (1.97)

5.88 (1.74)
6.30 (2.01)
5.62 (2.03)
5.51 (2.01)
5.44 (1.86)
5.46 (2.14)
5.63 (2.10)
5.09 (2.20)

5.26 (1.85)

5.21 (2.14)
5.86 (2.21)

5.42 (2.34)
5.17 (2.02)

5.61 (1.87)
5.16 (2.05)

5.10 (2.12)
5.11 (2.13)
4.66 (1.64)

5.09 (1.75)
4.92 (2.35)
4.52 (2.46)

4.80 (2.02)
4.35 (2.59)
4.07 (2.19)
4.93 (2.41)
4.00 (2.45)
3.93 (2.57)
4.03 (2.77)
3.54 (2.54)
4.18 (2.77)
2.75 (2.54)
3.51 (2.53)
5.14 (1.89)
4.38 (2.54)
4.47 (2.25)
4.20 (2.71)

Socialist

German origin

3.98 (1.96)
3.84 (2.34)

origin
1.77 (1.53)
1.26 (1.21)
1.20 (1.21) 3.59 (1.85)
1.40 (1.36)
1.81 (1.53)
4.07 (2.28)
3.67 (2.10)
3.89 (1.57)
4.01 (2.09) 6.01 (2.05)
3.83(2.17) 5.76 (2.16)
4.56 (2.21) 4.93 (2.07)
4.06 (1.67) 5.44 (1.73)
4.85 (2.12) 5.71 (1.92)
4.25 (2.25)
3.75 (1.97) 5.27 (2.09)
3.97 (1.25) 5.23 (1.78)
4.01 (2.03)
4.84 (1.88)
3.65 (2.32) 5.21 (2.15)

6.18 (2.29)
5.39 (2.11)
5.27 (1.80)

4.54 (1.85)
4.60 (2.08)
4.78 (2.08)
3.06 (1.29)
3.57 (1.38)
3.21 (1.64)
3.01 (2.08)
3.41 (1.65)
3.66 (2.35)
3.21 (1.76)
4.06 (2.13)
3.38 (2.18)
2.98 (2.20)
3.36 (2.66)
2.72 (2.18)
3.52 (2.62)
2.13 (2.11)
2.28 (1.81)
4.17 (1.62)
3.52 (1.93)
3.49 (1.83)
3.30 (2.15)

4.97 (1.97)
5.49 (1.70)
5.47 (1.57)
5.25 (2.14)
5.14 (2.22)
5.63 (1.94)
4.84 (2.54)
5.46 (2.13)
6.15 (2.28)
5.09 (2.31)
5.83 (2.64)
5.35 (2.84)
5.57 (2.90)
5.67 (2.60)
3.46 (2.55)
4.94 (2.68)
5.59 (1.90)
6.06 (2.43)
5.75 (2.21)
5.57 (2.68)

Scandinavian

origin
3.83 (1.50)
3.93 (1.74)
3.88 (1.70)
3.85 (1.66)
3.79 (1.41)
5.63 (1.82)
5.45 (1.72)
6.66 (1.73)
6.76 (2.02)
6.38 (2.17)
6.60 (1.84)
6.39 (1.72)
6.61 (2.10)
6.13 (2.01)
6.07 (2.11)
5.78 (1.91)
6.09 (2.10)
5.28 (1.96)
5.75 (2.38)
6.34 (1.95)
5.88 (2.07)
5.85 (1.97)
5.98 (2.13)
5.34 (2.05)
5.70 (1.56)
(
(

6.03 (1.40)
6.02 (2.03)
5.59 (2.48)
5.83 (1.90)
5.33 (2.38)
5.59 (2.17)
6.54 (2.24)
4.90 (2.31)
5.77 (2.62)
5.20 (2.94)
5.39 (2.71)
5.69 (2.84)
3.57 (2.85)
5.36 (2.61)
6.09 (1.83)
5.98 (2.51)
5.87 (2.08)
5.65 (2.45)
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Table 3. Non-parametric Testson the Means of CSR indicesby L egal Origin
The Wilcoxon rank-sum (Mann-Whitney) test compaves subsamples of different legal origins to assessther their population firm-time mean ranksefiff*, **,
*** stand for statistical significance at the 109856, and 1%, respectively.

Overall IVA IVA Rating  Environm. Score Social Score IVA Rating  EcoValue Rating Social Rating

Rating (2011-2014)  (2011-2014)  (2011-2014)  (1999-2011)  (1999-2011)  (1999-2011)

Civil vs. common legal origin ~ 85.010%** 82.855%* 80.125%+ 76.784%% 20.492%+* 57.952%+* 18.915%*
French vs. English origin 66.356%* 64.520%+* 69.198%* 74.000%** 16.631%+ 15.241 %% 12.046%*
German vs. English origin 44.281%+ 45.354%%* 44,4845 32.746%% 5.932% 58.977%+ 5.906%+*

Scandinavian vs. English origin ~ 68.193*** 59.590% 37.251 %% 40.801%* 30.167%+ 40.47 4% 32.592%*
French vs. German origin 16.692%+ 13.235** 20.393%+ 34.411%+ 10.060*+* -30.546% 6.623%+

French vs. Scandinavian origin ~ -36.843*** -30.505%** -3.232%%* -9.323%%* -19.514% -28.764% -23.121 %%
German vs. Scandinavian origin -45.155%* -36.963%* -15.533% -27.377% -26.13 7+ -8.600%+* -29.329%+*
Capitalist vs. Socialist origin 61.978%* 58.472%+ 33.561% 46.198%* 16.994%+ 27.184%+ 22,259
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Table4. Main Resultson CSR and Legal Origin
The dependent variables are the ordinal (rangimm © to 6) CSR ratings from MSCI IVA. Model (1)dstimated by means of a pooled OLS regression. id¢2e
(5) are estimated by means of random-effects Gh& naodels (6) and (7) are estimated by means dbrareffects ordered probit. All models control fione and
industry fixed effects. Definitions of the depentieariables are in Table 1 and of the independanable in Appendix 1. *, **, *** stand for statigtal significance
at the 10%, 5%, and 1%, respectively. Standardsa@ clustered at the country level and repong@arentheses.

1) 2 3) (4) ©) (S) ; | (72j y
DV = IVA rating Pooled OLS GLS GLS GLS GLS REpfgbﬁre (Siigrnsfr&a%'geg)
French civil origin 0.468** 0.521* 0.555*** 0.58%* 0.905*** 0.234*** 1.801***
(0.213) (0.212) (0.215) (0.216) (0.249) (0.0168) (0.0176)
German civil origin 0.355%** 0.524*** 0.54 1%+ 0.56*** 0.845*** 0.124%** 0.0848***
(0.131) (0.179) (0.176) (0.171) (0.188) (0.0125) (0.0138)
Scandinavian civil origin 0.502*** 0.757*** 0.801* 0.800%*** 1.027*** 1.881*** 1.862***
(0.177) (0.188) (0.171) (0.177) (0.198) (0.025) (0.0238)
Ln(GDP per capita) -0.454** -0.0808 -0.0912 -0.868 -0.062 0.0112 -0.00774
(0.175) (0.101) (0.0941) (0.0973) (0.101) o814 (0.0101)
Ln(total asset: 0.0757** 0.0341***  0.0337***  0.0323*** 0.022g***
(0.025) (0.010) (0.0098) (0.0100) (0.010)
ROA (winsor .05) -0.0357 0.0282* 0.0279* 0.027 IBB* 0.0157* 0.0224***
(0.024 (0.0156 (0.0161 (0.0178 (0.018) (0.008 (0.00343
Globalization index 0.0351*** 0.0275** 0.0271** 0274** 0.0337***
(0.0124) (0.0111) (0.0113) (0.0111) (0.0123)
Regulatory quality -0.121 0.104 0.0787 0.0753 6808 0.141%** 0.221%**
(0.354) (0.155) (0.162) (0.162) (0.161) (0.032) (0.028)
Corruption control 0.608*** 0.083 0.0748 0.0698 0838 -0.052*** -0.0675***
(0.195) (0.126) (0.125) (0.124) (0.126) (0.019) (0.022)
Political Exec. constraints 0.0222 -0.0029 -0.0D28 -0.00486 -0.005 -0.012%** 0.00954***
(0.0227) (0.0020) (0.0021) (0.0035) (0.003) 0aY (0.003)
Economic freedom indk 0.0055« 0.0055¢ 0.00¢<
(0.0095) (0.0096) (0.010)
MTB assets (winsor .05) 0.0188 0.020 0.00696 NONE)
(0.0298) (0.030) (0.00472) (0.004)
Anti-director rights index 0.138**
(0.066)
Observations 201,420 201,420 201,324 195,378 893,9 195,474 201,836
Time FE Yes Yes Yes Yes Yes Yes Yes
Industry FE Yes Yes Yes Yes Yes Yes Yes
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Table5. Robustness Tests: Alternative Theories

This table repeats the GLS estimations of Modeb{Z)able 4 but adds a set of new control variatdesership concentration and ownership by typghafeholder (Panel A) and
cultural dimensions (Panel B). The definitionstod {in)dependent variables are given in Table 1Apuendix 1.

Panel A. Blockholder Ownership

DV = IVA rating

French civil origit

German civil origin
Scandinavian civil origin
Government held shares
Corporation held shares %

Pension fund held shares %

Investment companies held shares %

Employees held shares
Other holdings %
Foreign held shares %
Total strategic holdings
Total free-float shares %
Observations

Control variables

Time FE
Industry FE

1) (2) (3) (4) (5) (6) (7) (8) 9) (10)
GLS GLS GLS GLS GLS GLS GLS GLS GLS GLS
0.572**  0.591***  (0.575**  0.596***  (0.592***  (0.596*** (0.582***  (0.579** 0.584*** 0.584***
(0.216) (0.216) (0.221) (0.218) (0.220) (0.212) 210) (0.216) (0.212) (0.212)
0.540***  0.550***  0.538***  0.5b***  (0.551***  (0.552***  (0.549**  (,542*** 0.549*** 0 .549***
(0.165) (0.169) (0.169) (0.165) (0.171) (0.168) 17w) (0.171) (0.1270) (0.170)
0.811**  0.802**  0.792% 0.826**  0.804**  (0.804**  0.800***  0.800*** 0.79 9*** 0.798***
(0.169) (0.175) (0.180) (0.170) (0.179) (0.177) 180) (0.176) (0.178) (0.178)
0.029¢ 0.030:
(0.263) (0.244)
0.0451 0.104
(0.133) (0.0973)
-1.205* -1.321*
(0.687) (0.777)
-0.0227 4008
(0.138) (0.143)
-0.14¢ -0.181
(0.389) (0.379)
0.207 0.269
(0.210 (0.264
0.227 0.262
(0.219) (0.216)
0.042(
(0.111)
-0.0435
(0.114
196,232 196,232 196,232 196,232 196,23196,232 196,232 196,232 196,232 196,232
Yes Yes Yes Yes Yes Yes Yes Yes esyY Yes
Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
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Table 5 (Continued). Robusthess Tests: Alternative Theories

Panel B. Culture

DV = IVA rating

French civil origin

German civil origin
Scandinavian civil origin
Protestant

Hofstede power distance
Hofstede individualism
Hofstede masculinity
Hofstede uncertainty avoidance
Hofstede long-term orientation
Hofstede indulgence
Observations

Control variables

Time FE
Industry FE

(1)

(2)

®3)

(4)

(5)

(6)

()

GLS GLS GLS GLS GLS GLS GLS
0.774%** 0.667*** 0.633*** 0.6G*** 0.465* 0.507** 0.579***
(0.282) (0.226) (0.243) (0.229) (0.268) (0.213) 200)
0.873*** 0.600*** 0.635*** 0.45* 0.421* 0.101 0.471**
(0.185) (0.179) (0.233) (0.179) (0.241) (0.428) 202)

0.660*** 0.749*** 0.822* 1.116*** 0.796*** 0.762*** 0.803***

(0.179) (0.175) (0.206) (0.236) (0.183) (0.173) 1)

0.201
(0.155)
-0.00498
(0.00767)
0.00178
(0.00497)
0.00739*
(0.00407)
0.00405
(0.00626)
0.00926
(0.00670)
-0.00679
(0.00522)
185,705 199,938 199,938 199,938 189,93 197,295 196,628
Yes Yes Yes Yes Yes Yes Yes
Yes Yes Yes Yes Yes Yes Yes

Yes Yes Yes Yes Yes Yes Yes

38



Table 6. Robustness Tests: Alternative Dependent Variables
This table shows twenty different models estimdmgdneans of the same methodology and using the santeo| variables as Model (2) of Table 4, buthwdifferent CSR indices from the
MSCI IVA ratings as dependent variables. The d&fing of the dependent variables are given in PArald Panel B of Table 1. All regressions confimoltime and industry fixed effects.
* ** %% stand for statistical significance at 110%, 5%, and 1%, respectively. Standard errerslastered at the country level and reported ientheses.

(1) . (2 3) VA (4)t. . S))l < (6)I (7 (8) 9) (10)
nvironm. . rating coValue ocia .
Dependent varatle = MASSSE scoe Gonz. SIIE0S Taown g 1908, g S ooy Labor - Produe
2014) 2011) 2011) (1999-2011)
French civil origin 0.699*** 1.108*** 0.566*** 0.58* 1.087* 0.566*** 0.611* 0.709* 0.592** 0.597***
(0.219) (0.244) (0.198) (0.311) (0.442) (0.198) .308) (0.379) (0.279) (0.225)
German civil origin 0.490*** 0.743*** 0.445* 0.536* 0.780*** 0.445* 0.648*** 0.743** 0.305 0.607**
(0.189 (0.213 (0.261 (0.232 (0.301 (0.261 (0.163 (0.305 (0.250 (0.283
Scandinavian civil origin 0.748** 0.591* 0.931**  0.727*** 1.117%** 0.931*** 0.815*** 1.260*** 0.374* 0.929***
(0.275) (0.315) (0.258) (0.273) (0.349) (0.258) A7) (0.194) (0.201) (0.143)
Observation 167,07t 156,62: 167,07" 39,76¢ 75,30: 51,19 51,22 75,047 51,46: 50,52:
Control variables Yes Yes Yes Yes Yes Yes Yes Yes esyY Yes
Time FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Industry FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
(11) (12) (13) (14) (15) (16) (7) (18) (19) (20)
_ B Environm. suls_teaailr?zlanbgijlity Indus_t_ry Environm. Environm. Environ_m. Env_irc_)nm. Products Environm. Environm.
Dependent variable =  opportunity . specific management accounting training . Strategic
factors . r_|sk (carbon) risk strategy systems reportin development materials competence performance
indicator y P 9 P P
French civil origin 0.695* 0.389 0.0975 0.621 0.720 1.042* 0.822* 0.942** 0.661 0.542
(0.382) (0.332) (0.241) (0.490) (0.518) (0.611) A83) (0.453) (0.490) (0.355)
German civil origin 0.774** 0.678** 0.451* 0.975* 1.266*** 1.385%** 0.908*** 1.048*** 1.179*= 0.78 9***
(0.295) (0.273) (0.273) (0.330) (0.417) (0.416) .38) (0.312) (0.385) (0.286)
Scandinavian civil origi 1.258*** 0.854** 0.634’ 1.292%** 1.691*** 1.745%** 1.300*** 1.788*** 1.380*** 1.247%*
(0.192) (0.332) (0.370) (0.407) (0.513) (0.475) .340) (0.417) (0.305) (0.206)
Observations 75,632 75,054 64,862 75,638 75,689 4385, 75,252 75,373 75,518 75,236
Control variables Yes Yes Yes Yes Yes Yes Yes Yes esyY Yes
Time FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Industry FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
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Table 7. Robustness Tests: Alternative CSR Samples
This table repeats the GLS estimations of Modeb{Z)able 4 but uses alternative samples (Vige@Qmaite ESG sample, and ASSET4 ESG sample) witbrdiit ESG sub-indices
as dependent variables (Human resources, envirdnmestomer and supplier, community involvementnhn rights, corporate governance, and the enviraharel social scores

from ASSET4 ESG) that are defined in Appendix 1.rAgressions control for time and industry fixdfbets. *, **, *** stand for statistical significace at the 10%, 5%, and 1%,
respectively. Standard errors are clustered atdhatry level and reported in parentheses.

Vigeo Corporate ESG Sample

ASSET4 ESG Sample
1) ) ©) ) () (6) (7 (8)
Dependent variable = Human Environment Customer & _Communlty Human rights Corporate Environment Social score
resources supplier involvement governance score
French civil origin 16.74** 18.58*** 7.663*** 3.26* 6.516%** -16.12%** 8.330* 12.83***
(5.056) (6.882) (2.614) (1.379) (2.163) (3.750) 4.646) (4.815)
German civil origin 12.69*** 9.227** 5.787*** 1.374 3.410** -17.86*** 12.80%*** 3.598
(4.680) (4.027) (2.937) (0.889) (1.326) (3.454) 3.414) (3.170)
Scandinavian civil origin 18.90*** 12.92** 7.379%x* 3.191* 10.37%* -2.223 16.34** 14.27**
(3.507) (6.202) (2.544) (1.308) (1.520) (4.218) 3.975) (5.244)
Observations 7,765 8,341 4,163 5,786 7,707 8,341 0,692 20,692
Control variables Yes Yes Yes Yes Yes Yes Yes Yes
Time FE Yes Yes Yes Yes Yes Yes Yes Yes
Industry FE Yes Yes Yes Yes Yes Yes Yes Yes
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Table 8. Evidence from Scandals and Disasters: Direct Effectson CSR
The dependent variables are the product respatsifiibm ASSET4) and product safety (from MSCI I)/fatings in Panel A, the amount of corporate donat(from Datastream) in
Panel B, and the spill and pollution control indée environmental R&D investment score, and thartkenergy product score (from ASSET4) in Pang&h@.differences-indifferences
(DID) estimator is the coefficient on “Civil lawRost 2009” in Panel A, the coefficient on “Civilhax Year 2005” in Panel B, and the coefficients'Givil law x Year 2010” and “Civil
law x Post 2010” in Panel C. The control varialalessthe same as in Table 7. All regressions cofurabuntry, year, and industry fixed effects*,*** stand for statistical significance
at the 10%, 5%, and 1%, respectively. Standardea@ clustered at the country level and repantgérentheses.

Panel A. Panel B. Panel C.
Chinese milk scand Indian Ocean tsunar Deepwater Horizon oil sp
) ) 3) (4) ®) (6) (M 8) 9)
Product Product C . Spill and . Clean Spill and .
. _ o ash donation/ ; Environm. . Environm. Clean energy
Dependent variable = responsibility safety cash pollution R&D energy pollution R&D products
(ASSET4) (IVA) control products control

Civil law x Post-2009 5.344** 0.667***

(2.693) (0.196)
Civil law x Year-2005 16.87*

(9.563)
Civil law x Year-2010 6.393** 7.578** 6.587*
(2.801 (2.944 (2.691
Civil law x Post-2010 7.679*** 7.393* 6.208
(2.533) (4.081) (3.387)

Observations 1,212 2,380 10,353 1,522 1,509 1,522 1,522 1,509 1,522
Control variables Yes Yes Yes Yes Yes Yes Yes Yes Yes
Country FE Yes Yes Yes Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes Yes Yes Yes
Industry FE Yes Yes Yes Yes Yes Yes Yes Yes Yes
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Table 9. Evidence from Scandals and Disasters. Placebo Tests
This table reports placebo tests related to thdtsesf Table 8. In Panel A, the dependent varigbthe product responsibility score (from ASSETat)which a differences-indifferences
(DiD) estimation is made for industries expectetitodbe affected by the Chinese milk scandal. IndP8, a DID estimation is performed for the spifid pollution control index, the
environmental R&D investment score, and the clesrgy product score (from ASSET4) on industrieseetgd not to be affected by the oil spill disadtePanel C, a DiD estimation
is performed for cash donations on years expedaietbrbe affected by the tsunami disaster. Therobwéariables are the same as in Table 8. All regjoms control for country, year, and
industry fixed effects. *, **, *** stand for statical significance at the 10%, 5%, and 1%, respebti Standard errors are clustered at the colexsl and reported in parentheses.

Panel A. Chinese Milk Scandal: Alternative Induesri

Professional & Commercial

Industry: Oil & Gas Software & IT Services : Financials
Services
DV = product responsibility (1) (2) 3) 4
Civil law x Post-2009 4.159 0.291 -4.583 15.87
(3.846) (4.723) (4.669) (13.53)
Observation 1,517 665 78C 1,75¢
Control variables Yes Yes Yes Yes
Country FE Yes Yes Yes Yes
Year FE Yes Yes Yes Yes
Industry FE Yes Yes Yes Yes
Panel B. Deepwater Horizon Oil Spill: Alternativedustries
Industry: Consumer Goods Software & IT Services ProfeSS|oSn:1rIV<i?::§ommerC|al Financials
(1) (2) (3) (4) (5) (6) (7) (8) 9) (10) (11) (L2
Spill and Envi Clean Spill and - Clean Spill and - Clean Spill and - Clean
. _ - nviron. ; Environ. - Environ. . Environ.
Dependent variable = pollution R&D energy pollution R&D energy pollution R&D energy pollution R&D energy
control products control products control products control products
Civil law x Post-2010 0.746 4.667 2.508 1.114 4.001 5.968 2.535 9.553 -5.261 0.812 -2.383  -8.779***
(0.950) (3.747) (1.981) (0.807) (4.970) (4.140) .58D) (9.962) (4.543) (0.942) (6.074) (2.367)
Observations 2,381 1,296 2,382 663 652 667 773 264 780 216 101 1,759
Control variables Yes Yes Yes Yes Yes Yes Yes Yes esyY Yes Yes Yes
Country FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Industry FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
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Table 9 (Continued). Evidence from Scandals and Disasters. Placebo Tests

Panel C. Indian Ocean Tsunami: Alternative Years

DV = Cash donation/cash () (2) (3) (4) (5) (6) (7) (8) (9) (10)
Civil law x Yeal-20C4 11.82
(18.03)
Civil law x Year-2005 16.87*
(9.563)
Civil law x Year-2006 -15.90
(9.813)
Civil law x Year-2007 2.971
(6.119)
Civil law x Year-2008 10.79
(9.493
Civil law x Year-2009 5.840
(7.049
Civil law x Year-2010 -24.80
(19.77
Civil law x Year-2011 -0.233
(6.389
Civil law x Year-2012 4.664
(11.88)
Civil law x Year-2013 -0.888
(7.778)
Observations 10,353 10,353 10,353 10,353 10,353 3530, 10,353 10,353 10,353 10,353
Control variables Yes Yes Yes Yes Yes Yes Yes Yes esY Yes
Country FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Year FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes

Industry FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
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Table 10. Evidence from Scandals and Disasters: The Role of Consumer Demand
This table shows the results of the changes in etatkares in the food industry and the oil andigdsstry following the Chinese milk scandal
(Panel A) and the oil spill disaster (Panel B)pezdively. Each panel also shows the results ofelation between changes in firm CSR indices such
as product responsibility and spill and polluti@mtrol scores and changes in consumer demand éorbyi changes in market share) across different
legal regimes following these two shocks. In eaddets, country, industry, and year fixed effects mcluded. *, **, *** stand for statistical
significance at the 10%, 5%, and 1%, respectitigndard errors are clustered at the country Ewvelreported in parentheses.

Panel A. Chinese Milk Scandal and Domestic Marketr&s

DV = domestic market shares DV = product respoiisifASSET4)
Civil law Common law
countries countries
1) 2) 3) (4) (5) (6)
Post-2009 -20.18***
(2.318
Post-2009 x Civil law -6.387***
(2.379
Year-2009 -1.433
(12.022)
Year-2009 x Civil law 1.265
(1.194)
Market shares 0.127 -0.0350
(0.236) (0.0304)
Post-2009 x Market shares -0.139 -0.0282
(0.126) (0.0224)
Observations 3,216 3,216 3,216 3,216 1,184 1,193
Year FE No Yes No Yes Yes Yes
Country FE Yes Yes Yes Yes Yes Yes

Industry FE Yes Yes Yes Yes Yes Yes




Table 10 (Continued). Evidence from Scandals and Disasters: The Roles of Consumer Demands

Panel B. Deepwater Horizon Oil Spill Scandal antkéinational Market Shares

DV = international market shares DV = spill apdllution control
Civil law Common law
1) (@) 3) 4) 5) (6)
Post-2010 -0.0012***
(0.0004)
Post-2010 x Civil law -0.0028
(0.0019)
Year-2010 -0.0017***
(0.0004)
Year-2010 x Civil law -0.003
(0.002)
Market shares 28.10 -5.790
(23.01) (32.82)
Post-2010 x Market shares -20.99 23.09
(14.42) (25.81)
Observations 2,186 2,186 2186 2,186 359 1,154
Year FE No Yes No Yes Yes Yes
Country FE Yes Yes Yes Yes Yes Yes

Industry FE Yes Yes Yes Yes Yes Yes




Table 11. Economic M echanisms
This table shows the results of testing potentietihanisms (“channels”) that may explain the linkueen legal origin and CSR. The channel varialielide the shareholder litigation
index, supermajority rule, the employment laws iydbe collective relations laws index, and statmivement in the economy. Detailed definitionghafse variables Each set of tests
contains two stages of regression (but not an gvession), In the first stage, a channel variabtegressed on the civil law origin dummy, anchimd¢econd stage, the overall IVA rating
is regressed on the channel variable “predictenthfthe first stage regression. The same contrédias as in Model (2) of Table 4 are included athbstages. *, **, *** stand for
statistical significance at the 10%, 5%, and 1%peetively. Standard errors are clustered at thatcplevel and reported in parentheses.

1) (2) 3) (4) (5) (6) (7) (8) 9) (10)
DV= DV= DV=
DV= IVA DV= Super- DV=IVA DV=IVA Collective DV= IVA DV= State DV=IVA
Shareholder . T . Employment . : . . .
litigation rating majority rating laws rating relations rating involvement  rating
laws
Civil law origin -0.490*** 0.2895*** 0.2405*** 0.2745%** 0.0336***
(0.0013) (0.0068) (0.0006) (0.0004) (0.0003)
Shareholder litigation -1.174%**
(0.059)
Supermajority 1.702%**
(0.0983)
Employment laws 2.362***
(0.119)
Collective relations laws 2.069***
(0.104)
State involvement 15.55%**
(1.353)
Observations 199,769 199,769 69,799 69,799 200,492 200,492 200,492 200,492 134,424 134,424
Control variables Yes Yes Yes Yes Yes Yes Yes Yes es'Y Yes
Time FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Industry FE Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
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Appendix 1. Definitions of Independent Variables

Variable Definition

I.  Laws and Regulation

The legal origin of the company law or commercizde of each country in which the focal firm is
headquartered. We distinguish five major legalinsgEnglish common law, French commercial codel(ci
law), German commercial code (civil law), Scandinawivil law, and Socialist (former or currentiMan
alternative specifications, Socialist law is reledeo either French civil law (e.g. Russian Fetierd or
German civil law (e.g. China). Source: LLSV (1998jankov et al. (2008), La Porta et al. (2008), 18pan
(2010).

The anti-director rights index (ADRI) was first ddoped in LLSV (1998) as a measure of investorgmtidn
against corporate management, and later on reiideal Porta et al. (2008) and Spamann (2010).hAl t
three ADRIs consist of the same six key componghjproxy by mail allowed; (2) shares not blocked
before shareholder meeting; (3) cumulative votprgportional representation; (4) oppressed minority

Legal origins

Anti-director

EEBtF\s)ll)ndex protection; (5) preemptive rights to new shareassi6) percentage of share capital to call araerdinary
shareholder meeting. Each component is a dummghlarand the ADRI is formed by aggregating the &alu
of all six components. The index ranges from 0, taiereby a higher value of the index indicatesrsjer
shareholder protection. Source: LLSV (1998); Lat®et al. (2008); Spamann (2010).
The shareholder litigation index is from the “judicemedies” component of the anti-director rightdex and
measures whether shareholders can challenge liesslaff the board and/or management if they aréaign
prejudicial, oppressive, or abusive.” It equals drike company law or commercial code grants dialoers
Shareholder either a judicial venue to challenge the decisminmanagement or of the assembly or the rightep sut of
litigation the company by requiring the company to purchasé& 8hares when they object to certain fundamental
changes, such as mergers, asset dispositionshandes in the articles of incorporation, and zéhemvise.
Minority shareholders are defined as those shadem®lwho own 10% of share capital or less. Sowic8V
(1998); La Porta et al. (2008); Spamann (2010).
Employment This index measures the protection of Iabpr andeynment laws, calcqlated as the average of (a?rmt'a/e
laws index employment contracts; (b) cost of increasing hewosked; (c) cost of firing workers; and (d) disnaiks
procedures. Source: Botero et al. (2004).
Collective _ . I .
actions laws This mdexlmea_sures the protection of collectiatiens laws as the average of: (a) Labor uniongrcamd
index (b) Collective disputes. Source: Botero et al. @00
II.  Political Institutions
Political Executive Constraints (Decision Ruleg): Unlimited Authority: There are no regular limitas on
the political executive’s actions (as distinct framegular limitations such as the threat or adtyaif coups
Political and asgassinations); (2) Intermedia’Fe Categorﬁ!(@ht to Modergte Limitation on Political Exeotsi
executive Authority: There are some real but limited restraion the executive; (4) Intermediate Category; (5)

Substantial Limitations on Political Executive Aathly: The executive has more effective authotigrt any
group to which is it is accountable but the exe®uis subject to substantial constraints that gioygmses in
it; (6) Intermediate Category; (7) Executive PadtySubordination: Accountability groups have efffez
authority equal to or greater than the executivedst areas of activity. Source: Polity V.

constraints

The extent to which public power is exercised fagvate gain, including petty and grand forms ofraption,

chr:[r%ﬁ)t'on as well as the “capture” of the state by elites jnieate interests. Coded from -2.5 to 2.5 withhieigvalues
corresponding with better governance outcomes.cgoMvorld Governance Indicator — World Bank.
The ability of the government to formulate and iempént sound policies and regulations that pernait an

Regulatory promote private sector development. Coded fromte? A5 with higher values corresponding to better

quality governance outcomes. Higher value of the indexiaag@ higher level of regulatory quality. Sourceo

Governance Indicator — World Bank.
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Economic
freedom index

The Heritage Index of Economic Freedom focusesanKey aspects of the economic environment over
which governments typically exercise policy contfille of law (including property rights and freedo
from corruption), Government size (including fis@edom and government spending), Regulatory
efficiency (including business freedom — the effiay of government regulation of business, labeedom,
and monetary freedom), and Market openness (inojudlade freedom, investment freedom, and financial
freedom). The index ranges from 0 to 100, with Bigbcore indicating the country has higher degfee o
freedom (e.g. 0 indicating “repressive” and 100ddating “negligible government interference”). More
detailed definition of each individual categoryfiefedom can be found at: www.heritage.org. Source:
Heritage Index of Economic Freedom.

Ill.  Economic Development

GDP per capita

GDP per capita is gross domestic product dividedhimlyear population. GDP is the sum of gross value
added by all resident producers in the economy grysproduct taxes and minus any subsidies natded

in the value of the products. It is calculated withmaking deductions for depreciation of fabridedssets or
for depletion and degradation of natural resouesa are in current U.S. dollars. Source: WorldiBa

Globalization
index

The KOF Index of Globalization measures the thragrdimensions of globalization: (1) economic, (2)
social, and (3) political. In addition to three ites measuring these dimensions, an overall inflex o
globalization and sub-indices are also calculagéerring to (1) actual economic flows, (2) economic
restrictions, (3) data on information flows, (4talan personal contact, and (5) data on cultu{ipnity.
Data are available on a yearly basis over the gerg¥0-2010. A higher score indicates higher degfee
globalization. Source: Swiss Federal Institute e€Anology Zurich (ETH).

State
involvement

Fraction of non-agricultural GDP due to state-owanaterprises (SOESs). Source: World Bank

IV. Cultures

Power distance

“Power distance” deals with the fact that all indivals are not equal and is defined as the extenhich the
less powerful members of institutions and orgainstwithin a country expect and accept that paser
distributed unequallyThe concept captures whether or not a societgguality is endorsed by the followers
as much as by the leaders. A higher score sigraflasge power distance between individuals. Source
Hofstede and Hofstede (2005).

Individualism

“Individualism” is the degree of interdependena@meaiety maintains among its members and definesl@so
self-image in terms of “I” or “We”. In individualissocieties, people are supposed to look only after
themselves and their direct family whereas in ctiést societies people belong to ‘in groups’ ttedte care
of them in exchange for loyalty. A higher scoreidades more individualism in society. Source: Ibid.

Masculinity
versus femininity

A high score on the “Masculinity/femininity” dimeiog indicates that a masculine society is driven by
competition, achievement and success, with sudmeg defined by the “winner” or “best-in-the-figld\
low score means that the dominant values in thénfemsociety consist of caring for others and iyalf
life. A feminine society is one where quality d&lis the sign of success and standing out fronctbed is
not admirable. Source: Ibid.

Uncertainty
avoidance

“Uncertainty avoidance” represents how a socieglgleith the fact that the future is uncertain:idtlmne
try to control the future or just let it happen?Téxtent to which the members of a culture feeldtened by
ambiguous or unknown situations and have creatéefvand institutions that try to avoid theseaflected
in the UAI score. A higher score implies a higharel of uncertainty avoidance. Source: Ibid.

Pragmatism

“Pragmatism” describes how every society has tataai some links with its own past while dealinghwi
the challenges of the present and future. Normategeties who score low prefer to maintain timedred
traditions and norms while viewing societal changi suspicion. Those with a culture which scorighh
take a more pragmatic approach: they encouragedhd efforts in modern education as a way to arefor
the future. Source: Ibid.
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Indulgence

versus Restraint

Protestant

“Indulgence” stands for a society that allows rigklyy free gratification of basic and natural hundnives

related to enjoying life and having fun. “Restraistands for a society that suppresses gratifinationeeds
and regulates it by means of strict social norrhés @imension is the extent to which people trgdatrol their
desires and impulses, based on the way they wisedraRelatively weak control is called “Indulgehead

relatively strong control is called “Restraint”. liwes can, therefore, be described as IndulgeRestrained.
Source: lbid.

A binary variable that measures if the country &@sotestant majority or not. Source: Chen (2012)

V. Ownership and Board Structure

Government held The percentage of total shares in issue of holdifi¢gi86 or more held by a government or government

shares %

Corporation
held shares %

Pension fund
held shares %
Investment
company held
shares %

Employees held

shares %

Other holdings%

Foreign held
shares%

Total strategic

institution. Source: Datastream.

The percentage of total shares in issue of holdifi&86 or more held by one company in another. Gaur
Datastream.

The percentage of total shares in issue of holdifi&8 or more held by pension funds or endowmend$.
Source: Datastream.

The percentage of total shares in issue of holdifi&8o or more held as long term strategic holdimgs
investment banks or institutions seeking a longitegturn. Holdings by Hedge Funds are not included.
Source: Datastream.

The percentage of total shares in issue of 5% oermeld by employees, or by those with a substantia
position in a company that provides significantivgtpower at an annual general meeting (typicalipify
members). Source: Datastream.

The percentage of total shares in issue of 5% oemeld strategically, and outside one of the above
categories (government, corporations, pension fungsstment companies, employees). Source: Datastr

The percentage of total shares in issue of holdifi&86 or more held by a shareholder domiciled in a
country other than that of the issuer. Source: &aam.

The percentage of total shares in issue of 5% oemmeld strategically and not available to ordinary
investors. Holdings of 5% or more held by the HeBgad owner type or the Investment Advisor/Hedge
Fund owner type are regarded as active, and notedas strategic. Total strategic holdings repriethe

i 0,
holdings% sum of all the above categories (government, catjmrs, pension fund, investment company, emplgyees
other holdings, foreign held, etc.). Source: Dagzsh.
Total free The percentage of total shares in issue availabdedinary investors or the total number of shess the
floats% strategic holdings as defined above. Source: Datast
Supermaiorit Dummy variable which equals one if the companyaaspermajority vote requirement (75%) or qualified
P jortty majority for amendments of charters and bylawsokdin provisions. Source: Source: ASSET4 (Thomson
rule )
Reuters), BoardEx, and Orbis.
VI. Financial Variables
ROA Return on assets: net income divided by total asSeturces: Compustat Global and Compustat North
America, cross-validated and supplemented by mefDatastream.
Tobin's Q The sum of the market value of equity and the bailge of debt, divided by the sum of the book vaitie
equity and the book value of debt (MTB assets) r&mDatastream.
The logarithm of total assets. Total assets regantéocal currencies are converted to US doll@iagithe
Firm size corresponding year-end exchange rates. Sourcegp@ah Global and Compustat North America, cross-

Market shares

validated and supplemented by means of Datastream.

The market share is calculated as the companys salenue as a proportion of the total sales tmgeof its
industry.
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Appendix 2a. MSCI VA Sample Country (Region) Distribution

country IVA Legal origin obs. country IVA Legal gin obs.
United Arab Emirates  2.390 English 372 Korea, Réipudf 2.652 German 6,948
Netherlands Antilles 2.437 French 135 Kuwait 3.056 French 18
Argentine 3.60¢ Frenct 64¢€ Cayman Islanc 2.68¢ Englisk 4,66¢
Austrig 3.231 Germal 1,431 | Kazakhsta 0.87( Frenct 92
Australia 3.117 English 18,23Y Lebanon 5.000 French 27
Aruba 2.407 French 108 Sri Lanka 3.362 English 94
Azerbaijar 2.00C Frenct 4 Lithuanie 4.577 Frenct 26
Barbado 1.691 Englist 81 Luxembourt 3.031 Frenct 2,657
Bangladesh 3.380 English 50 Latvia 3.941 German 17
Belgium 3.159 French 1,720  Morocco 3.272 French 305
Burkina Fas 3.111 Frenct 27 Monacc 4.00( Frenct 11
Bulgarie 3.00C Socialis 44 Macac 1.54: Frenct 14C
Bermuda 2.102 English 1,866 Malta 2.494 French 87
Brazil 2.757 French 5,233  Mauritius 2.400 French 35
Bahama 2.08¢ Englisk 147 Malawi 5.81¢ Englist 27
Botswan:i 4.467 Englisk 107 Mexica 2.37¢ Frenct 2,64¢
Belarus 2.000 French 24 Malaysia 2.039 English 3,61
Canada 2.906 English 17,851 Namibia 5.173 English 1 8
Switzerlant 3.39¢ Germat 6,32¢ | Nigerie 4.80¢ Englisk 89
Cote d'lvoirt 3.11¢ Frenct 13¢ Netherland 3.52( Frenct 6,75¢
Chile 2.769 French 1,317 Norway 3.685 Scandinaviafh,736
China 1.126 Socialist 5,165 New Zealand 3.669 EBhgli 1,515
Colombie 2.84¢ Frenct 961 Omar 2.08¢ Frenct 45
Costa Ric 3.861 Frenct 101 Panam 3.22¢ Frenct 111
Curacgao 1.971 French 314 Peru 3.285 French 855
Cyprus 2.205 English 44 Papua New Guinea 2.588 i€ngl 80
Czech Republi 3.14Z Socialis 607 Philippine: 2.001 Frenct 867
German 3.55¢ Germat 7,557 | Pakistal 3.311 Englisk 20¢
Denmark 3.689  Scandinavian 2,013 Poland 2.752 Bgicia 1,168
Dominican Republic 2.000 French 17 Puerto Rico 2.33 French 401
Egyp! 2.43: Frenct 35€ Palestine, State 3.05¢ Englist 18
Spair 3.67¢ Frenct 4,52¢ | Portuga 3.33¢ Frenct 1,077
Finland 3.817 Scandinavian 2,16p Paraguay 4.519 nchre 54
Faroe Islands 2.000 French 5 Qatar 2.794 French 136
France 3.88: Frenct 9,95¢ | Romani: 3.23¢ Socialis 187
Gabor 3.00¢ Frenct 27 Serbit 0.00( Socialis 24
United Kingdom 3.450 English 35,437 Russian Fedanat 1.908 Socialist 2,296
Georgia 5.000 German 8 Saudi Arabia 3.690 English 9 2
Guernse 2.20¢ Englisk 521 Swede! 3.96¢ Scandinavia  4,50(
Ghani 4.27¢ Englisk 54 Singapor 2.89¢ Englist 3,66¢
Gibraltar 4.105 English 76 Slovakia 3.411 Socialist 248
Greece 2.438 French 995 El Salvador 3.118 French 17
Hong Kong 1.78¢ Englisk 7,30¢ | Togc 5.00(C Frenct 1
Croatie 2.97¢ Germai 78 Thailanc 2.64% Englist 1,302
Hungary 3.130 Socialist 442 Tunisia 4.000 French 9
Indonesia 2.607 French 2,104  Turkey 2.205 French 4731,
Irelanc 2.74¢ Englist 2,897 | Trinidad and Tobac 4.36¢ Englisk 19
Israe 2.45¢ Englisk 1,00¢ | Taiwar 1.792 Germal 4,23:
Isle of Man 1.057 English 106 Ukraine 2.822 French 309
India 1.990 English 5,475 Uganda 5.725 English 51
Icelanc 1.60C Scandinavia 40 U.S.A. 2.46( Englisk 157,08
Italy 3.14Z Frenct 5,992 | Uruguay 6.00( Frenct 10
Jersey 2.264 English 1,452 Venezuela 3.119 French 4 8
Jamaica 3.982 English 56 Virgin Islands, British 534 English 1,831
Jordal 4.00(C Frenct 26 Virgin Islands, U¢ 1.36¢ Englisk 22
Japal 3.04C Germal 30,77¢ | South Africe 3.131 Englisk 4.77¢
Kenya 4.642 English 159 Zambia 4.380 English 158
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Appendix 2b. Vigeo Corporate ESG Sample Country (Region) Distribution

Human . Customer Corporate Community  Human -
Country Environmt. ; ) . Legal origin Obs.
resources & supplier governance involve. rights

United Arab Emirates 9.00 0.00 27.00 27.25 31.50 724 English 4
Austria 39.85 22.11 40.04 40.87 38.81 33.63 German 103
Australia 18.48 27.81 36.18 68.10 38.30 29.54 Bhgli 259
Belgium 42.54 50.55 42.77 40.29 40.33 39.28 French 179
Bermuda 14.00 22.50 24.00 35.00 35.50 English 4
Brazil 39.64 46.00 28.25 37.25 40.76 31.53 French 2 7
Canada 19.66 41.05 34.15 60.17 42.38 29.83 English 272
Switzerland 28.78 47.41 39.09 53.38 35.47 36.02 nfaar 427
Chile 9.33 49.83 23.11 26.86 30.16 27.64 French 22
China 20.87 15.59 25.81 37.39 35.08 25.94 Socialist 54
Colombia 19.33 49.40 35.15 37.92 34.92 French 13
Czech Republic 50.67 51.33 49.67 19.00 22.00 Ssicia 3
Germany 50.99 47.24 43.79 34.70 41.89 43.13 German 898
Denmark 30.25 39.14 42.35 48.01 39.07 38.09 Scawidin 119
Egypt 28.00 28.50 24.00 French 2
Spain 41.61 43.10 40.32 33.49 40.81 41.77 French 7 42
Finland 40.44 55.93 43.64 66.37 39.68 39.69 Scadin 168
France 52.58 62.27 50.95 40.25 46.65 46.75 French ,4231
United Kingdom 25.06 47.51 41.37 69.33 37.19 34.97  English 1,482
Greece 27.66 27.00 34.33 30.33 41.25 34.38 French 7 4
Hong Kong 10.12 12.29 30.97 37.75 35.99 25.45 Bhgli 208
Hungary 44.50 42.00 27.14 27.33 56.43 Socialist 7
Indonesia 18.00 15.00 33.33 33.96 41.24 28.76 Frenc 25
Ireland 15.55 8.15 27.50 42.14 36.18 24.31 English 90
India 30.22 23.56 32.23 35.94 36.31 29.81 English 2 5
Iceland 7.50 47.50 25.00 Scandinavian 4
Italy 44.32 49.80 39.99 41.87 41.97 40.45 French 5 39
Japan 18.59 33.41 41.19 21.47 35.60 29.50 German 1141,
Korea, Republic of 20.41 38.79 29.84 26.46 36.62 426 German 96
Cayman lIslands 4.00 30.00 44.50 19.00 26.00 Bnglis 3
Luxembourg 28.83 14.00 36.33 32.57 30.95 25.46 dfren 32
Morocco 25.14 24.47 38.67 6.56 46.00 31.72 French 8 9
Mexico 34.42 14.56 34.45 28.49 40.45 30.86 French 5 3
Malaysia 7.00 33.44 26.00 48.29 37.23 25.69 English 35
Namibia 25.42 27.16 41.06 48.40 42.20 30.87 English 262
Netherlands 38.70 40.87 46.74 61.98 40.75 40.26 ndhre 403
Norway 39.93 43.33 35.19 61.38 a47.77 44.52 Scamidina 94
New Zealand 7.42 36.11 71.54 29.56 25.00 English 3 1
Peru 50.00 30.00 32.00 39.00 28.00 French 1
Philippines 38.67 28.00 32.67 39.27 23.92 French 2 1
Poland 23.00 33.00 27.75 39.08 32.67 24.67 Sotialis 12
Portugal 39.08 45.80 48.20 36.83 42.91 39.88 French 84
Russian Federation 27.83 42.00 27.33 39.55 28.88 .7828 Socialist 20
Sweden 42.63 45.39 48.58 58.88 41.79 45.20 Scandma 237
Singapore 11.71 18.75 33.00 49.84 39.14 27.24 ggli 92
Thailand 18.00 19.50 32.57 36.64 31.37 25.50 Ehglis 22
Turkey 27.50 25.19 34.50 24.81 French 16
Taiwan 14.25 15.47 26.08 19.99 34.79 25.46 German 4 7
U.S.A. 12.40 26.49 32.22 48.85 37.78 27.91 English 2,201
South Africa 32.79 14.67 27.79 54.63 41.37 31.67 gliEh 48
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Appendix 2c. ASSET4 ESG Country (Region) Coverage

Country OveraI_I Enviror_lmenta Sopial Legal origin Firm-year Country Overal_l Enviror_lmenta So_cial Legal origin Firm-year
CSR rating rating rating obs. CSR rating rating rating obs.
Abu Dhabi (UAE) 19.65 38.32 25.68 French 12 Kuwait 18.92 24.30 36.60 French 48
Austria 43.29 38.13 38.77 German 4,020 Luxembourg 5.0 58.48 52.83 French 60
Australia 44.46 51.84 50.40 English 252 Malaysia .322 41.12 50.21 English 540
Belgium 53.16 54.88 49.63 French 336 Mexico 38.96 6.03 49.47 French 324
Brazil 55.02 55.19 67.72 French 1,008 Morocco 21.57 20.13 53.42 French 36
Canada 47.59 37.64 38.65 English 3,864 Netherlands 75.30 68.86 75.36 French 540
Channel Islands 52.05 49,82 53.02 French 24 Newadda 49.47 45.42 42.40 English 144
Chile 33.41 43.66 45.61 French 252 Nigeria 7.18 840. 19.71 English 12
China 25.59 33.38 32.78 Socialist 984 Norway 56.90 55.26 58.87 Scandinavia 300
Colombia 34.40 34.52 40.94 French 108 Oman 27.00 4227 33.00 French 12
Cyprus 39.18 30.20 36.71 English 12 Peru 41.33 1.0 34.41 French 12
Czech Republic 48.56 48.72 60.01 Socialist 48 PYities 39.59 36.07 40.79 French 252
Denmark 48.45 56.43 52.69 Scandinavian 324 Poland 3.223 33.62 42.06 Socialist 312
Dubai (UAE) 37.39 44.24 33.76 French 12 Portugal 587 66.20 73.95 French 144
Egypt 14.55 19.29 27.22 French 132 Qatar 10.77 712.8 24.64 French 24
Finland 72.26 73.25 66.86 Scandinavian 324 Rudstaieration 37.52 39.92 50.64 Socialist 408
France 71.45 75.70 76.36 French 1,212 Saudi Arabia 19.22 32.12 25.65 English 72
Germany 58.25 67.07 67.16 German 1,068 Singapore .6634 33.58 35.60 English 648
Greece 35.42 47.10 49.62 French 300 South Africa .1766 56.74 73.06 English 1,092
Hong Kong 30.27 33.72 35.51 English 1,800 SoutreKor 47.12 62.00 56.77 German 1,212
Hungary 73.29 76.18 80.80 Socialist 48 Spain 66.26 68.54 73.82 French 696
Iceland 29.02 20.45 36.06 Scandinavian 36 Sri Lanka 51.25 51.09 66.59 English 12
India 47.16 51.60 57.93 English 960 Sweden 62.79 586 63.91 Scandinavian 660
Indonesia 45.46 41.95 60.83 French 300 Switzerland 57.88 58.71 56.98 German 852
Ireland 43.04 42.65 39.33 English 216 Taiwan 29.02 44.74 36.30 German 1,536
Israel 38.44 42.65 39.33 English 168 Thailand 55.76 47.93 56.73 English 264
Italy 52.92 53.05 62.93 French 708 Turkey 44.33 348. 52.90 French 288
Japan 38.18 61.62 45.47 German 5,196 United Kingdom 64.32 59.63 63.16 English 4,776
Jordan 52.16 60.71 62.99 French 12 United States 9151 40.22 44.17 English 14,436
Kazakhstan 34.92 15.74 27.17 French 12 Zimbabwe 7511. 38.42 35.57 English 12
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