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I. Building a social empire? Managerial preferences,

shareholder litigation, and corporate social responsibility∗

Tobias Steindl Andreas Hellmann Max Goettsche†

Abstract

We map out managerial preferences in terms of corporate social responsibility (CSR). For empirical

identification, we exploit the staggered adoption of universal demand (UD) laws as a natural ex-

periment. UD laws exogenously increase agency problems by insulating managers from shareholder

litigation. We find that, after managers are insulated by the adoption of a UD law, they both mis-

invest in immaterial CSR and over-invest in material CSR. This suggests that managers have an

underlying preference for building a social empire. Indeed, only managers who have greater ex ante

incentives to empire build—for example, when free cash flow is abundant—react to a UD law being

adopted. Beyond, after a UD law is adopted, managers issue CSR press releases more frequently,

and these press releases have a more positive tone.

Keywords: Agency problems, corporate governance, corporate social responsibility, empire building,

managerial preferences, shareholder litigation

JEL classification: K22, K41, M14, M21, M41

∗We thank Lorne Cummings, Elaine Evans, Chris Patel, and seminar participants at UTS for helpful comments.
We are grateful to Todd A. Gormley and David A. Matsa for providing data from their 2016 Journal of Financial
Economics article, and to John Nofsinger and Abhishek Varma for providing data from their 2014 Journal of Banking
& Finance article. Tobias Steindl and Max Goettsche gratefully acknowledge financial support from the Bavarian
Research Alliance (BayFOR grant no. BayIntAn KUEI 2015 79). Tobias Steindl also gratefully acknowledges financial
support from Macquarie University (iMQRES grant no. 2016159), and the German Academic Exchange Service
(DAAD grant no. 57212432).

†Tobias Steindl is a co-tutelle doctoral candidate at Macquarie University and Catholic University Eichstaett-
Ingolstadt. Andreas Hellmann is a senior lecturer at Macquarie University. Max Goettsche is a full professor at
Catholic University Eichstaett-Ingolstadt. Corresponding author: Tobias Steindl, Auf der Schanz 49, 85049 Ingolstadt,
Germany, +49 841 937 21853, tobias.steindl@ku.de.
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II. Do customers affect the value relevance of

corporate social responsibility reporting?

Empirical evidence on stakeholder interdependence∗

Max Goettsche Tobias Steindl Simon Gietl†

Business Strategy and the Environment, Vol. 25 No. 3, pp. 149–164, 2016‡

Abstract

In spite of the strategic importance of corporate social responsibility (CSR) reporting in current

business practice and the resulting increase in research on its value relevance, studies accounting

for stakeholder interdependence are scarce. On the basis of the instrumental stakeholder theory,

we investigate whether customers have an impact on the value relevance of CSR reporting. Using

a sample of U.S. listed firms, we show that the value relevance of CSR reporting is affected by

customer profile differences, thereby confirming customer-shareholder interdependence. However,

customer profile effects are only predominant if firms profitability levels are low and disappear as

profitability increases. Overall, our findings provide a more nuanced understanding of the value

relevance of CSR reporting. Therefore, we offer managers a fine-grained guidance for value relevant

CSR reporting.

Keywords: Corporate social responsibility reporting, customer profile differences, stakeholder inter-

dependence, stakeholder theory, sustainable development, value relevance

JEL classification: M14, M32, M31, M41, G32

∗We thank Richard Welford (editor), four anonymous referees, Christopher Boyce, Andre Habisch, Klaus Moeller,
Thomas Maehlmann, Maximilian Schauer, Herbert Stocker, Andreas Krenzin, seminar participants at HSG, and
participants of the 2014 EAA Annual Congress for helpful comments. We are grateful to Raji Srinivasan, Gary L.
Lilien, and Shrihari Sridhar for providing data from their 2011 Journal of Marketing article.

†Max Goettsche is a full professor at Catholic University Eichstaett-Ingolstadt. Tobias Steindl is a co-tutelle
doctoral candidate at Macquarie University and Catholic University Eichstaett-Ingolstadt. Simon Gietl is a senior
consultant at Andersch AG. Corresponding author: Tobias Steindl, Auf der Schanz 49, 85049 Ingolstadt, Germany,
+49 841 937 21853, tobias.steindl@ku.de.

‡The published version is slightly different from the version included in the dissertation.
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III. Cultural rule orientation, legal institutions, and

the credibility of corporate social responsibility reports∗

Tobias Steindl†

Abstract

Culture matters for credible corporate social responsibility (CSR) reporting. I show that firms

located in countries with stronger cultural rule orientation are more likely (1) to receive assurance

on their CSR report, (2) to receive assurance from an accounting firm, (3) to receive assurance in

accordance with an assurance standard, and (4) to receive assurance on their entire CSR report.

Path analysis reveals that the direct effect of cultural rule orientation is much stronger than its

indirect effect via legal institutions. In fact, the indirect effect, at most, accounts for 23% of the

total effect, while the direct effect, at least, accounts for 77% of the total effect. I confirm the

dominance of the direct effect in a qualitative comparative analysis. My findings survive several

estimation approaches that address endogeneity concerns (e.g., an instrumental variable approach).

Finally, I provide auxiliary evidence from a quasi-natural experiment, showing that firms located

in countries with stronger cultural rule orientation respond stronger to the adoption of Directive

2014/95/EU (the so-called EU CSR reporting directive).

Keywords: Assurance, corporate social responsibility, culture, legal institutions, non-financial re-

porting, rule orientation, uncertainty avoidance

JEL classification: M14, M41, M42, Z1

∗I am grateful to the Centre for Social and Environmental Accounting Research (CSEAR) for awarding me the
’Best PhD Paper Prize’ at the 2016 A-CSEAR conference. I am also grateful to Macquarie University for awarding
me the ’FBE 3MT Prize’. For helpful comments, I thank Cheryl McWatters, Dan Dhaliwal, Brendan O’Dwyer, Lee
Parker, Lorne Cummings, Jeffrey Wooldridge, Roger Burritt, Max Goettsche, Andreas Hellmann, Andre Habisch,
Frank Schiemann, Katja Gelbrich, Thomas Maehlmann, Chris Patel, Elaine Evans, seminar participants at Barcelona
GSE, and participants of the 2016 A-CSEAR conference. I gratefully acknowledge financial support from Macquarie
University (iMQRES grant No. 2016159), the German Academic Exchange Service (DAAD grant No. 57212432), and
the Bavarian Research Alliance (BayFOR grant No. BayIntAn KUEI 2015 79).

†Tobias Steindl is a co-tutelle doctoral candidate at Macquarie University and Catholic University Eichstaett-
Ingolstadt. Correspondence: Auf der Schanz 49, 85049 Ingolstadt, Germany, +49 841 937 21853, tobias.steindl@ku.de.
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