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1  |  INTRODUC TION

Subsequent to the pandemic COVID- 19 outbreak, research has ex-
amined the role of corporate social responsibility (CSR) in COVID- 19. 
There is a consensus that CSR can create a buffering effect against 
this novel exogenous shock. Using Chinese firms operating in the 
hospitality industry, Qiu et al. (2021) found that CSR activities, 

engagement, and reporting can enhance stock returns and attract 
stakeholders' attention during the health crisis. Using a larger sam-
ple, Huang et al. (2020) found that firms with prior high CSR perfor-
mance experienced lower financial losses during the pandemic. They 
also found that socially responsible firms could recover faster from 
the problems caused by this systematic shock. Shen et al. (2020) 
confirmed the above results using a similar sample of firms. Relying 
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Abstract
The novel COVID- 19 has created an exogenous shock to capital markets and, hence, 
an ideal opportunity for researchers to assess whether CSR- related activities provide 
an insurance- like mechanism to protect firms against the shock. Using a large sample 
of 4361 firms domiciled in 40 countries, we investigate the roles of CSR reporting 
and assurance in the negative consequences of COVID- 19 on firm value. The results 
confirm that prior CSR reporting experience buffers firms against the adverse effects 
of the health crisis. The results also support that not only does the assurance on CSR 
reports create a buffering effect against the health crisis, but it also intensifies the 
buffering effects of prior CSR reporting experience against the pandemic. Moreover, 
using difference- in- difference method for testing the link between CSR reporting and 
firm value, we show that the positive association of reporting and assurance with firm 
value is more pronounced during the pandemic as compared with the years preceding 
it. The results of this study are robust to various analyses. Replicating the analyses to 
the context of the global financial crisis, we find that prior CSR reporting experience 
and assurance provide similar buffering effects when a market is exposed to various 
exogenous shocks. The results also hold for the mandatory disclosure regimes. By dis-
tinguishing first and subsequent reports and assurance, we show that, unlike subse-
quent CSR reports and assurance, the initial ones cannot mitigate the negative effects 
of the crisis on firm value, indicating that stakeholders take into account longer- term 
CSR reporting experiences. Aside from reporting and assurance aspects of CSR, we 
analyze the role of CSR report's quality and accuracy and show that the adoption of 
Global Reporting Initiatives (GRI) frameworks can enhance socially responsible firms' 
resilience against systematic shocks.
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on a sample of American firms during the first quarter of 2020, 
Albuquerque et al. (2020) found that companies with a higher en-
vironmental and social performance enjoyed higher returns, lower 
volatility, and higher operating profit margins. In summary, these 
studies provide evidence that CSR activities, engagement, and per-
formance can increase a socially responsible firm's resilience against 
the negative effects of exogenous shocks. There are some evident 
gaps in these recent studies that motivated the present research. 
These studies primarily focused on CSR performance in examin-
ing the negative association between COVID- 19 and firm value. 
With the exception of Qiu et al. (2021) who examined the effect 
of CSR- related information in the media, little or no attention has 
been paid to corporate CSR reporting, reporting quality, and assur-
ance as well as the differences between the eclectic aspects of CSR. 
For instance, Qiu et al. (2021) relied on CSR reporting to measure 
performance (see, section 4.4 of Qiu et al. [2021]). However, CSR 
reporting and CSR performance should be distinguished as they do 
not always contain similar information (see, Richardson et al., 1999; 
Wang et al., 2018), although CSR reporting provides systematic 
and comprehensive information about CSR performance and other 
comparable CSR- related activities (Zhang et al., 2020). By way of 
illustration, ASSET4, as one of the mainstream providers of CSR per-
formance data, uses different resources to measure performance. 
In addition to CSR reports, ASSET4 relies on stock exchange fil-
ings, annual reports, non- governmental organization websites, and 
news sources to measure performance. As such, CSR reports alone 
cannot be used as a proxy for CSR performance, and vice versa. In 
the same way, CSR disclosure is different from corporate CSR re-
porting and contains different information. By way of explanation, 
Wang et al. (2021) investigated corporations' responses to their ser-
vice failures because of the current health crisis and found that a 
defensive response strategy can lead to a more positive consumer 
electronic- word- of- mouth. In this study, corporations' COVID- 19 
announcements extracted from Twitter were considered as CSR 
disclosure. In addition to these, the samples these studies have em-
ployed are restricted to either a specific industry or a country, how-
ever, this crisis “has disrupted the lives of every individual and the 
economy” (Popkova et al., 2021, p. 1). Therefore, the present study 
extends this line of research and attempts to analyze the role of CSR 
reporting and assurance in creating a buffering effect against the 
health crisis using an international setting.

There are two main theories that could explain how CSR re-
porting leads to favorable financial returns or firm value (Braam & 
Peeters, 2018; Clarkson et al., 2019; Hummel et al., 2019; Koseoglu 
et al., 2021). Signaling theory explains the relationship between CSR 
reporting and firm value from an economic perspective, whereas 
legitimacy theory explains it from a socio- political perspective 
(see, Braam & Peeters, 2018). Signaling refers to those firms with 
superior CSR performance that are inclined to voluntarily disclose 
their positive news; Whereas legitimacy refers to those firms with 
low CSR performance and reputation that attempt to rebuild rep-
utation and regain legitimacy by CSR disclosure. Along with these 
two, various other theoretical perspectives including stakeholder, 

resource dependence, and impression management could also help 
us to understand the motivations behind CSR reporting (Frynas & 
Yamahaki, 2016). Despite the theoretical and empirical support, lim-
ited research exists on how CSR reporting affects firm value in the 
context of COVID- 19. As such, the first objective of this study is to 
analyze the effects of CSR reporting on firm value resulting from 
the recent adverse systematic shock. The support in the literature 
contends that CSR reporting can play a value protection role and 
create an insurance- like mechanism in the face of reputation shocks 
or negative events (see, Christensen, 2016; Lins et al., 2017; Zhang 
et al., 2020). Drawing on this literature, we argue that prior CSR re-
porting can create a buffering effect against the pandemic's neg-
ative impacts on firm value. Moreover, a growing line of research 
has shown that, when CSR reporting is assured, the positive impact 
of CSR reporting becomes even stronger because of the enhanced 
credibility and confidence the assurance can create (Arco- Castro 
et al., 2020; Casey & Grenier, 2015; García- Sánchez et al., 2022; 
Kim et al., 2019; Kuo et al., 2021; Martínez- Ferrero et al., 2021; 
Steinmeier & Stich, 2019). Drawing on this line of research and build-
ing on the Red Queen effect concept and the theories of signaling 
and legitimacy, we set the second objective of this study which is to 
examine how prior CSR assurance can help firms to become more 
immune to the negative consequences of systematic shocks.

Using a large sample of 32,861 observations from 40 countries 
over the years 2010 to 2020, we test the insurance- like role of CSR 
reporting and assurance in the negative impacts of COVID- 19 on 
firm value. Employing a market- based instrument to measure firm 
value, we find that prior CSR reporting and assurance can mitigate 
the adverse impacts of the health crisis on firm value. We also find 
that prior CSR reporting and assurance lead to a greater positive im-
pact on firm value during the pandemic as compared with the years 
preceding it. Moreover, as assurance enhances CSR reports' cred-
ibility, we confirm that when reports have been assured, they can 
create an even greater positive impact on firm value during the pan-
demic as compared with unassured reports. We use both ordinary 
least squares (OLS) and fixed effects (FE) to estimate the models. 
We also replicate the main hypotheses testing using the Generalized 
Method of Moments (GMM). Results are also robust to alternative 
methods and different control tests. We controlled for the large 
proportion of U.S. firms, different country- level characteristics, and 
other exogenous shocks. We also confirm the results using a man-
datory CSR disclosure regime. Next, analyzing CSR reporting and 
assurance experience, we discover that initial and subsequent CSR 
reporting activities are assessed differently by stakeholders. Finally, 
consistent and contributing to the literature, we find that CSR re-
ports following Global Reporting Initiative (GRI) guidelines are more 
likely to be classified as high- quality disclosure (Ballou et al., 2018; 
Muslu et al., 2019; Orazalin & Mahmood, 2019). This strand of 
the literature concluded that GRI- based reports enjoy higher CSR 
quality levels (Herremans et al., 2016). Consistent with this line of 
research that demonstrates greater accuracy and completeness 
can influence stakeholders assessments of legitimacy (Melloni 
et al., 2017; Michelon et al., 2015; Zhang et al., 2020), we find that 
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GRI- based reports can mitigate the negative impacts of COVID- 19 
on firm value.

In summary, our study contributes to the literature in several 
ways. First, to the best of our knowledge, this is the first international 
study analyzing the role of prior CSR reporting, assurance, and the 
adoption of GRI guidelines in firm value in the context of COVID- 19. 
Next, we extend Christensen (2016), Zhang et al. (2020), and Gong 
et al. (2021) by showing that CSR reporting activities can create an 
insurance- like mechanism even against systematic shocks. Third, we 
extend Lins et al. (2017) by showing that stakeholders give more value 
to CSR- related information during systematic crises. This, in turn, con-
tributes to the literature that shows CSR reporting can lead to a fa-
vorable financial outcomes by revealing that socially responsible firms 
can draw greater benefits from CSR reporting when there is an exog-
enous shock in the market (see e.g., Arco- Castro et al., 2020; Carey 
et al., 2021; Chi et al., 2020; García- Sánchez et al., 2022; Martínez- 
Ferrero et al., 2021; Martínez- Ferrero & García- Sánchez, 2017; Raimo 
et al., 2021). Fourth, we extend Chen et al. (2018), Wang et al. (2018), 
Kuo et al. (2021), and Liu and Tian (2021) by demonstrating the role 
of CSR reporting and assurance during the pandemic under a man-
datory disclosure regime. Fifth, extending Dhaliwal et al. (2012) and 
Muslu et al. (2019), we show that initial CSR reporting and assurance 
have different buffering effects from subsequent reporting and as-
surance during systematic crises. Last but not least, extending Ballou 
et al. (2018), Muslu et al. (2019), and Orazalin and Mahmood (2019), 
we show that GRI- based reports significantly influence stakeholders' 
assessments of legitimacy, leading them to react positively when the 
firm is exposed to a crisis.

The rest of the paper is structured as follows. In Section 2, the 
related theories and empirical literature on the role of CSR reporting 
and assurance in firm value are explained. Under the same section, 
we develop our hypotheses subsequent to reviewing the related 
literature. Presenting the research design, Section 3 elaborates on 
the models for testing the hypotheses. We also define our variables 
and sample under the same section. After providing explanations 
regarding descriptive statistics for the variables and the baseline re-
sults, Section 5 reports the robustness checks and further analyses. 
Finally, we conclude the paper in Section 6 by providing a summary 
of the result and a discussion of the implications.

2  |  LITER ATURE RE VIE W AND 
HYPOTHESES DE VELOPMENT

In this section, we first explain the tradeoff between costs and ben-
efits of CSR reporting and motivations for engaging in CSR report-
ing practice. We, then, draw on signaling and legitimacy theories to 
elaborate on firms' motivations. Next, we explain why firms are likely 
to issue CSR reporting using the stakeholder, resource dependence, 
and impression management theories as alternative lenses. Literature 
on the role of CSR reporting and how it mitigates the negative ef-
fects of COVID- 19 on firm value is discussed next. Building on the 
Red Queen effect, we then discuss the role of reporting assurance 

in this process and explain the theory on why certain firms are more 
likely to have their CSR reports assured, and how such assured CSR 
reports lead to more favorable firm value. Finally, we postulate on 
how CSR and assurance can create resilience against the adverse 
impact of COVID- 19 on firm value.

2.1  |  CSR reporting and firm value in the 
absence of the pandemic

As in financial reporting, there are costs, including direct and in-
direct, associated with producing CSR reports. The direct report-
ing costs include preparation, certification, and publication costs. 
Indirect costs relate to the costs of making the reports and infor-
mation available to other parties such as competitors, labor un-
ions, regulators, tax authorities (Berger & Hann, 2007; Christensen 
et al., 2019a; Feltham & Xie, 1992; Verrecchia, 1983). Some of these 
costs are quite complex to enumerate. Some likely have a fixed com-
ponent, making such a voluntary activity burdensome for compa-
nies that lack motivations or do not see the benefits of reporting 
outweigh the associated costs. According to the literature, there are 
two main theories explaining why firms might perceive the benefits 
in producing CSR reports, despite all the direct and indirect costs.

The first theory that explains the firm motivations for the trade- 
off from an economic perspective is the signaling theory. According to 
this theory, when firms have positive news regarding CSR initiatives, 
they voluntarily report such news in order to mitigate the informa-
tion asymmetry (Dye, 1985; Spence, 1973). In other words, firms with 
a higher CSR performance are more inclined to apprise their stake-
holders of their programs and superior performance. These socially 
responsible firms rely on CSR reporting to increase their legitimacy 
and reputation. The second theory that explains firms' engagement in 
CSR reporting from the socio- economics perspective is the legitimacy 
theory. This theory emanates from the concept of the social contract. 
According to this concept, firms are in a social contract with their 
stakeholders and failing to accommodate the stakeholders' interests 
will result in stakeholders' withdrawal from the contract. When the 
stakeholders see the social contract in jeopardized due to firms' failure 
to address CSR, firms will react by trying to demonstrate their CSR 
performance. Therefore, when firms are subject to public pressures 
and legitimacy threats, they produce CSR reports to camouflage their 
bad behavior and/or to maintain their legitimacy and reputation (see, 
Deegan, 2002). These two theories, signaling and legitimacy, denote 
that firms have different motivations for voluntarily reporting their 
CSR information, depending on their CSR performance and societal 
pressures they face to provide disclosure. Thus, regardless of the in-
centive to provide a report, firms engage in CSR reporting when the 
benefits of producing the reports outweigh the costs. However, the 
use of signaling and legitimacy theories does not indicate dismissal of 
other possible perspectives through which one can understand the 
motivations behind CSR reporting activities.

Manetti et al. (2019) explain firms' inclinations toward CSR re-
porting activities through the lens of stakeholder theory. Expounding 
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the motivations behind CSR reporting from the perspective of ac-
countability, this theory posits that firms are no longer accountable 
only to their creditors and shareholders, rather they need to create a 
balance between a wide range of expectations and interests from a 
multiplicity of stakeholders (Freeman, 1984). The normative or moral 
branch of this theory postulates that it is a moral duty for a corpo-
ration to be accountable to their stakeholders because each stake-
holder group has its intrinsic value (Donaldson & Preston, 1995). As 
a result, socially responsible firms resort to CSR reporting to fulfill 
this moral duty. On the other hand, the resource dependence theory 
of Pfeffer and Salancik (1978) posits that corporations are not inde-
pendent of their surroundings, thus they need their stakeholders to 
guarantee the flow of critical sources for their survival (de- Miguel- 
Molina et al., 2019; Frynas & Yamahaki, 2016). Therefore, firms must 
consider the interests of those who control their critical resources 
(Herremans & Nazari, 2016). As there is also a demand for disclosure 
from various stakeholder groups (Manetti et al., 2019), firms must 
adjust their structure and behaviors to meet this need (Herremans 
et al., 2016). Taking together these two theories, we assume that 
managers turn to CSR reporting activities not merely because it is 
their moral duty, rather they have to do so to maintain or increase 
the firm value. Moreover, the other theory that can elucidate the 
incentives behind CSR reporting activities is impression manage-
ment.1 This theory can also integrate signaling and legitimacy the-
ories into a common understanding as it concerns firms' tendencies 
for changing stakeholders' perceptions of firms, whether they be 
socially responsible with a positive reputation (signaling theory) or 
socially irresponsible with a negative reputation (legitimacy theory). 
The impression management theory, which is developed in social 
psychology, refers to “behavioral strategies that people use to cre-
ate desired social image or identities” (Tetlock & Manstead, 1985, p. 
59). Thus, corporations use CSR reporting to influence their audi-
ences' perceptions. This theory posits that “an organization adopts 
communication tools that make the organization appear to comply 
with the expectations of stakeholders, who are not able to verify 
the validity of this information. When a company sees its legitimacy 
threatened, it may use defensive impression management strate-
gies (e.g., apologies, excuses and justifications) to protect its image 
or to justify socially reprehensible practices or behavior” (Talbot & 
Boiral, 2018, p. 370). As a result, it explains the motivations of firms 
with different levels of CSR performance for issuing CSR reports. 
To recapitulate, stakeholder, resource dependence and impression 
management theories can also explain the motivations behind CSR 
reporting activities.

The empirical research provides evidence for the benefits firm re-
alized by preparing a CSR report. A significant number of these studies 
have concluded that CSR reporting results in lowering the informa-
tion asymmetry. Examining the relationship between disclosure of 
non- financial information in the form of stand- alone CSR report and 
analyst forecast accuracy, and using firm- level data from 31 countries, 
Dhaliwal et al. (2012) found that CSR reporting leads to lower ana-
lyst forecast errors. Likewise, Muslu et al. (2019) relied on a disclosure 
score based on the tone, readability, length, and the horizon content of 

CSR reports and showed that those reports with a higher CSR disclo-
sure score enjoy more accurate analyst forecasts. Muslu et al. (2019) 
maintained that firms with high- quality CSR disclosure enjoy smaller 
forecast errors in the pre- and post- restatement periods, implying that 
CSR reporting mitigates information asymmetry. Extending the earlier 
research on CSR reporting (Dhaliwal et al., 2012; Muslu et al., 2019), 
Zhang et al. (2020) found that firms with high- quality CSR disclosure 
enjoy smaller forecast errors in the pre- and post- restatement periods. 
Another stream of research investigates the impacts of CSR report-
ing on information asymmetry from the output perspective. In other 
words, researchers believe that if CSR reporting can mitigate the in-
formation asymmetry between the parties, then lower levels of infor-
mation asymmetry can result in the reduction in external financing 
costs and better access to financial resources because lower levels of 
information asymmetry are associated with the reduction in external 
financing costs (Poursoleyman, Mansourfar, & Abidin, 2020, 2022). 
Employing an international setting consisting of 3594 firms from 31 
stock indices, García- Sánchez et al. (2019) found that CSR reporting is 
negatively associated with financial constraints. Dhaliwal et al. (2011) 
in an influential study showed that firms with higher costs of equity 
capital are likely to initiate disclosure of CSR activities, thus reduc-
ing the cost of equity subsequently. They extended their sample later 
by using an international setting in 2014 and corroborated that there 
is a negative association between CSR disclosure and cost of equity 
capital (Dhaliwal et al., 2014). Using an international setting consisting 
of 16 countries, Martínez- Ferrero and García- Sánchez (2017) found 
that “voluntarily revealing social and/or environmental information re-
duces a firm's cost of capital by decreasing investors' uncertainty and 
information asymmetries.” (p. 224). In the same way, Chi et al. (2020) 
showed that CSR reporting issuance is negatively associated with the 
cost of debt. Therefore, research widely acknowledges that CSR re-
porting facilitates external financing (e.g., Bhuiyan & Nguyen, 2019).

In summary, the above empirical studies show that prior CSR re-
porting can reduce information asymmetry and subsequently lower 
financing costs, leading to a favorable financial outcome. The direct 
positive link between CSR reporting and firm value also has been 
investigated in the literature. Using a sample of U.K. firms from 2004 
to 2013, Li et al. (2018) found that there is a positive association 
between CSR disclosure level and firm value, suggesting that the 
improved transparency, accountability, and enhanced stakeholder 
trust play a key role in boosting firm value. Extending the research 
by Li et al. (2018), Albitar et al. (2020) studied the impact of CSR 
disclosure in integrated reports on firm performance in the United 
Kingdom. Using the same proxies over the years 2009 to 2018, they 
found that there is a positive association between CSR disclosure 
and firm value and the adoption of the novel types of reporting im-
proves the mentioned connection. The positive link between CSR 
reporting and firm value has been further supported in the litera-
ture (e.g., Clarkson et al., 2019; Li et al., 2020; Nekhili et al., 2017; 
Ting, 2021). Thus, consistent with this line of research, our first hy-
pothesis is as follows:

Hypothesis 1 Prior CSR reporting improves firm value.
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2.2  |  CSR reporting and firm value 
during the pandemic

The studies discussed in the previous section were in the absence of 
systematic or unsystematic shocks. Another strand of literature on 
the role of CSR reporting in firm value shows that prior CSR report-
ing experience can even protect firms' value when they are exposed 
to crises or negative events. For example, Christensen (2016) investi-
gated whether corporate accountability engagement helps to protect 
firm value against high- profile misconduct. He found that corporate 
accountability reporting helps to prevent firms from the occurrence 
of high- profile misconduct— e.g., bribery, kickbacks, discrimination. He 
also showed that firms with prior CSR reporting enjoy the benefit of 
ethical capital and suffer less from negative market reactions. In sup-
port of the buffering effect of prior CSR reporting experience, Zhang 
et al. (2020) examined how firms use CSR disclosure to protect their 
value and reputation following financial restatements. According to 
Zhang et al. (2020), these financial restatements “… reduces the reli-
ability of financial statements, destroys the trust of investors and other 
stakeholders, and endanger corporate legitimacy” (Zhang et al., 2020, 
p. 2). They found that prior CSR reporting experience acts as an 
insurance- like or value protection role in mitigating the restatement- 
related negative consequences on firm value. Relying on this line of 
research but applying it to a new environment, we predict that prior 
CSR reporting can create a buffer against the negative effects of the 
pandemic systematic shock on firm market value. Thus, the second hy-
pothesis of this study is as follows:

Hypothesis 2 Prior CSR reporting experience can mitigate the negative 
association between COVID- 19 and firm value.

According to Lins et al. (2017), when trust, in general, becomes 
low, investors may pay for a valuation premium for the firms with 
higher and more trustworthy social capital. Lins et al. (2017) sup-
ported this argument in the context of the global financial crisis. 
Motivated by this study and consistent with research that contends 
that CSR reporting has the potential to enhance a firm's reputation 
(Pham & Tran, 2020), we predict that during the pandemic stake-
holders are more likely to support socially responsible firms as 
compared with normal times. We, therefore, put forward the third 
hypothesis as follows:

Hypothesis 3 The positive association between prior CSR reporting ex-
perience and firm value during the pandemic is more pronounced 
relative to the years preceding the health crisis.

2.3  |  CSR reporting assurance and firm value in the 
absence of and during the pandemic

We posit that the “Red Queen” effect can clearly expound why firms 
are likely to get their CSR reports assured. This effect refers to the re-
sponse of the Red Queen to Alice when she appears to be stationary 

despite running a race. He responds that “in a fast world one must 
run just to stay still” (Barnett & Hansen, 1996, p. 140). The “Red 
Queen” effect in CSR happens when a leading firm starts to invest 
in CSR activities and subsequently sets the expectation for other 
corporations (Barnett & Hansen, 1996; Bertels & Peloza, 2008). 
Therefore, leading firms need to keep finding ways to differentiate 
themselves from others (Robinson et al., 2011). Thus, as the Red 
Queen states if a corporation wants “…to get somewhere else, [they] 
must run at least twice as fast as that!” (Carroll, 1960, p. 345). One of 
the ways whereby firms could distinguish themselves from others is 
to issue a CSR report. However, given the increase in the increasing 
number of firms issuing CSR reports, the strategy of issuing reports 
can no longer differentiate leading firms. According to the latest sur-
vey by KPMG (2020) on the issuance of CSR reports, the ratio of 
N100 and G250 issuing reports has reached a staggering number 
of 80% and 96%, respectively (KPMG, 2020, p. 11). According to 
the literature, leading firms can distinguish their reports from the 
rest by having their CSR reports assured by a third party. There are 
currently two standards used for the assurance of these reports, 
International Standard on Assurance Engagement (ISAE) 3000 is-
sued by the International Auditing and Assurance Board (IAASB) 
and the AA1000 Assurance Standard issued by AccountAbility 
Organization. The latter standard defines assurance as “The meth-
ods and processes employed by an assurance provider to evaluate 
an organization's public disclosures about its performance as well 
as underlying data, processes and systems, against suitable criteria 
and standards in order to increase the credibility of public disclosure. 
Assurance includes the communication of the results of the assur-
ance process in an assurance statement.” (AccountAbility, 2018, p. 
36). Therefore, assurance is aimed to enhance the credibility of CSR 
reports. Aside from the “Red Queen” effect, both signaling and legiti-
macy theories can also explain why firms are likely to seek assurance 
on CSR reports. In the same way, Martínez- Ferrero et al. (2021) build 
on these two theories to understand whether CSR assurance signals 
credibility to the capital market by reducing information asymmetry. 
Based on the signaling theory, a socially responsible firm seeks as-
surance when it issues a CSR report to show trustworthy informa-
tion in a balanced report and to show that the information provides 
all material respects of operations (Braam & Peeters, 2018). Thus, 
assurance can enhance the reliability of the reports which in turn en-
hances stakeholders' confidence. This enhancement is clearly stated 
by IAASB (2013): “Assurance engagement— An engagement in which 
a practitioner aims to obtain sufficient appropriate evidence in order 
to express a conclusion designed to enhance the degree of confi-
dence of the intended users other than the responsible party about 
the subject matter information (that is, the outcome of the measure-
ment or evaluation of an underlying subject matter against criteria)” 
(para. 12). When it comes to the legitimacy theory, this theory takes 
the view that as managers have the intention of deflecting the atten-
tion, they report only positive news and are more likely to reports 
the activities selectively (see, Braam & Peeters, 2018; Brooks & 
Oikonomou, 2018). Firms should report their activities in a balanced 
way, thus, firms with low CSR performance are less likely to have 
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their reports assured, although assurance can enhance stakeholder's 
appreciation of the firm's transparency endeavors and renewal of 
social license (Hummel et al., 2019; Weaver et al., 1999). We will 
examine whether firms with lower (higher) CSR performance are less 
(more) likely to have their CSR reports assured in the further analy-
ses section— the section relating to the role of CSR performance.

There is empirical support for the association between assurance 
and added credibility. Simnett et al. (2009) found that companies 
that seek to enhance the credibility of their reports and build their 
corporate reputation are more likely to have their CSR reports as-
sured. Using an international setting comprised of 22 countries over 
the years from 2002 to 2017, García- Sánchez et al. (2022) confirmed 
this motivation for enhancing the reputation. In another study, using 
interviews with corporate social responsibility representatives from 
20 U.K. listed companies, Jones and Solomon (2010) found that 
more than half of the participants believed that assurance improves 
the credibility of the reports and builds trust with stakeholders. The 
literature supports a negative relationship between CSR assurance 
and information asymmetry. Fuhrmann et al. (2017) investigated 
how the assurance of CSR reports enhances the report's credibility 
in the eyes of the investors and, thus, results in lower information 
asymmetries, as measured by bid- ask spreads. They found that a 
high assurance level decreases information asymmetry. Steinmeier 
and Stich (2019) examined the effect of CSR assurance on mana-
gerial investment decisions in terms of CSR investment efficiency. 
They posited that CSR assurance improves the set of information 
available for managerial decision- making, resulting in higher CSR 
investment efficiency. They showed that CSR assurance reduces in-
formation asymmetry, which enables investors to more effectively 
monitor a firm's management. Previous studies also predict that if 
assurance can lower information asymmetry it can subsequently 
enhance firm access to financial resources. In support of this argu-
ment, García- Sánchez et al. (2019) found that CSR assurance and its 
quality have a negative impact on financial constraints. Moreover, 
they showed that assurance and assurance quality intensify the 
negative association between CSR disclosure quality and financial 
constraints. Similarly, Casey and Grenier (2015) showed that the 
cost of equity capital was significantly lower when an accounting 
firm was the CSR assurance provider. In the same line of the liter-
ature, Martínez- Ferrero et al. (2021) used a sample of publicly held 
companies in Europe over a 5- year period from 2012 to 2016 and 
confirmed that CSR assurance quality mitigates the cost of capital. 
Examining how capital markets respond to the credibility of CSR 
information using Tobin's Q, Martínez- Ferrero et al. (2021) showed 
that this credibility is positively assessed by capital markets and con-
sequently improves firm value. Arco- Castro et al. (2020) used the 
same proxy for firm value and confirmed that the external assurance 
of corporate philanthropy enhances market value. Recently, Kuo 
et al. (2021) have found that CSR assurance intensifies the nega-
tive relationship between mandatory CSR reporting and the cost 
of debt. Using an international sample comprised of 39 countries, 
Carey et al. (2021) observed the same relationship from a voluntary 
perspective and showed that CSR assurance and its quality aspect 

amplify the negative impact of CSR reporting on the cost of debt and 
external financing constraints. To measure the quality, they rely on 
the notion that accounting and auditing firms provide more credible 
assurance than non- accountant experts. Therefore, CSR assurance 
can lead to a better financial status and enhance firm value (Clarkson 
et al., 2019, p. 16). Moreover, as the assurance of CSR report im-
proves firm's reputation (Birkey et al., 2016) and influences stake-
holders perceptions (Braam & Peeters, 2018; Clarkson et al., 2019), 
we predict that assurance can increase firm value and protect the 
firm against the pandemic's negative impacts. Consistent with the 
argument provided to support Hypothesis 3, we postulate that the 
positive relationship between firm value and assurance of CSR re-
porting is greater during the pandemic. Thus, the set of hypotheses 
relating to assurance are presented as follows:

Hypothesis 4 Prior CSR reports assurance enhances firm value.

Hypothesis 5 The assurance of prior CSR reports mitigates the nega-
tive connection between COVID- 19 and firm value.

Hypothesis 6 The positive association between the assurance of prior 
CSR reports and firm value is more pronounced in the context of 
COVID- 19 relative to the years preceding the pandemic.

3  |  RESE ARCH DESIGN

3.1  |  Variable measurement

3.1.1  |  Dependent variable

Following Clarkson et al. (2019), Kim et al. (2019), Albitar et al. (2020), 
Pham and Tran (2020), Arco- Castro et al. (2020), and Martínez- Ferrero 
et al. (2021) we rely on a market- based instrument to measure firm 
value. To this end, we use the ratio of the market value of equity to 
the book value of lagged assets which is a commonly used measure 
of value- added in finance literature. The frequency of its usage ac-
cording to Christensen et al. (2019b), who synthetized 380 published 
studies on CSR and CSR reporting, is not the only motivation for ap-
plying the measure in our study. There are three additional reasons 
explaining why studies investigating the impact of CSR on firm value 
in the context of an exogenous shock should prefer market- based in-
struments over accounting- based ones. The first reason refers to who 
determines these measures and how these two are measured. Market- 
based instruments are determined by the market participants and are 
based on their assessment according to the past, present, and future 
stock returns, while the accounting- based instruments measure inter-
nal effectiveness (Barauskaite & Streimikiene, 2021; Van Beurden & 
Gössling, 2008). Therefore, as market- based instruments represent a 
firm's long- term expected value, it is more appropriate when research 
goal is to analyze the association between CSR and firm value as CSR 
initiatives' impact on a firm is more likely to be reflected in the long run 
(Cahan et al., 2016). Thus, market- based instruments are more likely to 
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capture the influence of CSR activities. The second reason relates to 
the speed of reflecting changes. Accounting ratios are historic; there-
fore, they cannot absorb systematic changes in the short run. When 
it comes to market- based instruments, they can expeditiously reflect 
such systematic changes. Finally, the third reason stems from the risks 
these two can reflect. Market- based instruments contain mostly sys-
tematic risks, while accounting- based instruments contain predomi-
nantly unsystematic risks. Although they can capture systematic risks 
as well, they are unable to do so within a short- term period. These ra-
tionales motivate us to use a market- based instrument instead of ac-
counting measures.

3.1.2  |  Independent variables: COVID- 19, CSR 
reporting, and assurance

To measure the influence of the pandemic on firm value, we use a 
dummy variable taking the value of one for the year 2020 and zero oth-
erwise. We expect this variable to be negatively related to firm value.

To measure prior CSR reporting and assurance, we relied on bi-
nary variables. We used the ASSET4 database to determine which 
firm issued a CSR report and whether these reports were assured. 
CSR_Report represents CSR reports and is scored one if the firm is-
sues CSR reports. To measure this, we use the item with the code 
CGVSDP026. CSR_Assurance takes one when a CSR report is assured 
and zero otherwise. We rely on the item with the code CGVSDP033 
to gauge this variable.

3.1.3  |  Control variables: Firm and country 
characteristics

As the sample consists of firms domiciled in 40 different countries, 
we not only use firm- level control variables, but also control for 
country characteristics.

Firm characteristics
Following the relevant literature (e.g., Chen et al., 2018; Clarkson 
et al., 2008, 2019; Li et al., 2020; Lins et al., 2017; Poursoleyman, 
Mansourfar, Homayoun, et al., 2022; Ting, 2021; Zhang et al., 2020), 
we include several control variables, including cash balances (Cash), 
firm size (Size), property, plant and equipment (PPE), financial lever-
age or debt ratio (FinLev), firm age (Age), research and development 
intensity (R&DInt), capital expenditure (CapExp), and selling, general, 
and administrative expenditure (SGAExp). These variables are de-
fined in the Appendix A.

Country characteristics
As we use an international sample covering corporations from 40 
countries, we capture country characteristics as well. Following 
Chen et al. (2018), we use the annual growth of gross domestic 
product (GDP) per capita to capture this effect. GDP growth is of 
paramount importance during the pandemic as interdisciplinary 

studies have shown that COVID- 19’s fatalities are much worse in 
poorer countries due to overcrowded housing and work conditions 
(see, Elgar et al., 2020).

3.2  |  Model specification

To test the hypotheses on CSR reporting, Hypotheses 1 to 3, we rely 
on the below model:

where FV denotes firm value, CSR_Report represents prior CSR 
report experience, Pandemic represents COVID- 19, Cash shows 
cash inventories, Size denotes the firm size, PPE represents prop-
erty, plant, and equipment, FinLev denotes financial leverage, Age 
shows firm age, R&DInt represents research and development in-
tensity, CapExp and SGAExp represent capital and selling, general, 
and administrative expenditures, respectively, GDPGr shows annual 
growth of GDP per capita, Country_Dummies represents a series of 
dummy variables for the effects of the countries, Industry_Dummies 
denotes a series of dummy variables for the industries effects, and 
Year_Dummies shows a series of dummy variables for the effects 
of years.

To confirm Hypothesis 1, we expect �1 to be positive and signif-
icant. In the second hypothesis, we hypothesized that the negative 
association between COVID- 19 and firm value should be mitigated 
by prior CSR reporting experience. Therefore, we first expect �2 to 
be negative and then �3 to be positive. To support the third hypoth-
esis, we expect �1 and �3 to be positive and significant, confirming 
that during the pandemic the positive link between prior CSR re-
porting experience and firm value is more pronounced than the 
years preceding the health crisis.

Regarding the second set of hypotheses, Hypotheses 4 to 6, we 
designed the following model:

 where CSR_Assurance indicates whether CSR reports were assured.
To assess the fourth hypothesis, �1 is expected to be positive to 

support that prior CSR assurance can lead to a favorable firm value. 
Regarding Hypothesis 5, �2 and �3 should be negative and positive, 
respectively, confirming that prior CSR assurance mitigates the neg-
ative link between COVID- 19 and firm value. Finally, in Hypothesis 6, 
we predicted a more positive connection between prior CSR assur-
ance and firm value during the pandemic; therefore, this time we 
expect �1 and �3 to be positive.

(1)

FVi,t =�1CSR_Reporti,t−1+�2Pandemic+�3Pandemic×CSR_Reporti,t−1

+�4Cashi,t−1+�5Sizei,t−1+�6PPEi,t−1+�7FinLevi,t−1+�8Agei,t−1

+�9R&DInti,t−1+�10CapExpi,t−1+�11SGAExpi,t−1+�12GDPGri,t−1

+Country_Dummies+ Industry_Dummies+Year_Dummies+�i,t

(2)

FVi,t =�1CSR_Assurancei,t−1+�2Pandemic+�3Pandemic

×CSR_Assurancei,t−1+�4Cashi,t−1+�5Sizei,t−1+�6PPEi,t−1+�7FinLevi,t−1

+�8Agei,t−1+�9R&DInti,t−1+�10CapExpi,t−1+�11SGAExpi,t−1+�12GDPGri,t−1

+Country_Dummies+ Industry_Dummies+Year_Dummies+�i,t
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3.3  |  Sample

We use a sample of 4361 firms domiciled in 40 different countries 
for the period of 2010 to 2020. All the firms in our sample have CSR 
scores provided by ASSET4 databases. Among the 32,861 observa-
tions, 17,384 (52.9%) of them had issued CSR reports, whereas 7296 
(41.97% of CSR reports and 22.2% of the total number of observa-
tions) reports were assured by an independent party. Table 1 reports 
the sample distribution by country. Of the countries in the sample, 
the United States has the greatest contribution to the sample size 
with 11,672 (35.52%) observations, of which 3620 (31%) issued CSR 
reporters. Regarding assurance, Japan takes the lead with 1526 as-
sured reports. The last column contains information on the ratio of 
assured CSR reports to total reports. As it can be observed, Korea 
Republic has the highest percentage, 88.82%, while the United 
States does not have high percentage of reports assured. Therefore, 
although U.S. firms are more likely to report on CSR, they are less 
likely to have these reports assured. Similar to the United States, 
United Kingdom has a low ratio of reports assured (35.96%).

Table 2 presents the sample distribution by industry and year. 
The industrials and consumer discretionary make the greatest con-
tribution to the sample, with the 6443 and 6401 observations, re-
spectively. These two sectors also have the highest number of CSR 
reports and assured reports. When it comes to the ratio of assured 
reports to total reports, the industries are relatively balanced (40% 
on average) with the exception of telecommunication, where the 
ratio stands at the top with 55.51%. Panel B contains information 
about the sample distribution by year. As it can be observed, the 
number of CSR reports and the number of assured CSR reports both 
show upward trends, confirming KPMG's survey (KPMG, 2020).

4  |  RESULTS

4.1  |  Descriptive statistics

Table 3 reports the descriptive statistics on the continuous vari-
ables. FV has a mean of 1.301 and a median of 0.821. CapExp has 
the smallest standard deviation with the value of 0.058, indicating 
that its values are close to the mean. Regarding the highest standard 
deviation, Size has a standard deviation of 2.723, indicating that the 
sample includes firms with different sizes and total assets. Another 
large standard deviation relates to GDPGr with the value of 2.066. 
This value along with the minimum of −3.702 for this variable shows 
that the sample countries have experienced both economic growths 
and downturns. Regarding other variables, the descriptive statistics 
are consistent with previous studies (Chen et al., 2018; Clarkson 
et al., 2008, 2019; Li et al., 2020; Lins et al., 2017; Ting, 2021; Zhang 
et al., 2020).

We report the correlations, both Pearson and Spearman, in 
Table 4. The highest Pearson correlation coefficient is between 
SGAExp and R&DInt (0.593; p- value < .01). However, the highest 
Spearman correlation is between CapExp and PPE with the value of 

0.677 (p- value < .01). The direction of correlations coefficients be-
tween CSR- related variables and control variables is congruent with 
the previous studies. For instance, Size has a positive correlation 
with both CSR_Report and CSR_Assurance, indicating that the larger 
firms are more likely to issue CSR reports and have it assured (Bollas- 
Araya et al., 2019; Ting, 2021). As it can be observed, correlations 
are not too high to indicate possible collinearity.

4.2  |  Regression results

Table 5 reports the regression results for Models 1 and 2. We esti-
mated these models using ordinary least squares (OLS), fixed effects 
(FE), and GMM. The two latter were employed to alleviate the con-
cerns about endogeneity. Moreover, we also combined these mod-
els and report their results in the three last columns of this table, 
Equations (7)– (9). In Model 1 regression results, Equations (1)– (3), 
CSR_Report has a positive coefficient with the values of 0.16 (p- value 
< .01), 0.037 (p- value < .05), and 0.189 (p- value < .01), respectively. 
These results indicate that prior CSR reports experience is positively 
associated with the firm value which in turn confirms the first hy-
pothesis predicting that the association between prior CSR report-
ing and firm value is positive. This also is in line with the results of the 
previous studies (see e.g., Carey et al., 2021; Chi et al., 2020; Raimo 
et al., 2021) and supports the theories on which our research builds 
on. Regarding the effect of the current health crisis, Pandemic has a 
negative coefficient in both equations (Equation 1: −0.088, p- value 
< .05; Equation 2: −0.056, p- value < .01; Equation 3: −0.043, p- value 
< .01), supporting the literature that COVID- 19 had a negative im-
pact on firm value (Albuquerque et al., 2020; Halling et al., 2020; 
Huang et al., 2020; Huang & Ye, 2021; Qiu et al., 2021). As we use bi-
nary moderators, one might follow Whisman and McClelland (2005) 
logic and assume that �1 in Model 1 can just show the impact of 
prior CSR reports on firm value during the years preceding the pan-
demic, thus this beta might not provide robust evidence for the first 
hypothesis because this prediction concerns the link between the 
mentioned variables regardless of the presence or absence of a sys-
tematic shock in the market. Gomariz and Ballesta (2014) also use 
this approach in their study and claim that the coefficient of their 
explanatory variable reflects the impact of the explanatory variable 
on the dependent variable when the moderator is 0. We, therefore, 
re- estimate Model 1 without the inclusion of Pandemic and the in-
teraction effect to see whether the positive link between prior CSR 
reports and firm value holds without considering the effects of sys-
tematic shocks. Our untabulated analyses confirm the mentioned 
relationships. Moreover, according to our untabulated analyses, the 
regression of Model 1 without the inclusion of CSR_Report and the 
interaction effect of Pandemic × CSR_Report reconfirm that there 
is an adverse association between the health crisis and firm value. 
In terms of the interaction effect, the results show that Pandemic 
× CSR_Report is positive in the equations. Therefore, when the 
Pandemic is the main variable and CSR_Report is the moderator of 
the model, it can be concluded that prior CSR reporting experience 
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mitigates the negative impact of COVID- 19 on the firm value (as the 
coefficient of the interaction term is positive and the coefficient of 
the main variable is negative). Therefore, these results support the 
second hypothesis. Looking at the same relationship from a different 
perspective, this time if we consider CSR_Report as the main vari-
able and Pandemic as the moderator, the positive coefficient of both 
the main and interaction effects show that COVID- 19 intensifies the 
positive link between prior CSR reporting experience and the firm 
value (see, Whisman & McClelland, 2005). In other words, during the 
pandemic, the positive association between the prior CSR reporting 
experience and firm value becomes even greater. These results sup-
port Hypothesis 3.

Equations (4)– (6) report the estimates based on Model 2 and 
demonstrate that prior CSR reporting assurance has a positive and 
significant coefficient, with the values of 0.125, 0.053, and 0.151, 
respectively, at the significance level of 99%. This outcome confirms 
that those firms who have their CSR reports assured can see a favor-
able firm value in the future. This is congruent with Martínez- Ferrero 
and García- Sánchez (2017), Arco- Castro et al. (2020), Martínez- 
Ferrero et al. (2021), and García- Sánchez et al. (2022) as well as the 
theories. It also confirms the Red Queen effect as we confirm that 
those socially responsible firms issuing assured CSR reports can dis-
tinguish themselves from the competitors and draw greater atten-
tions. Thus, Hypothesis 4 is supported. Like the discussion provided 
for �1 in Model 1, we re- estimate Model 2 without the inclusion of 
Pandemic and the interaction effect to evaluate the impact of prior 
CSR reports assurance on firm value without considering the impact 
of the pandemic. Our untabulated regressions reconfirm the posi-
tive link between prior CSR assurance and firm value. Regarding the 
coefficient for Pandemic, like Equations (1)– (3), we can observe that 
the variable is negatively related to FV, indicating that the COVID- 19 
has led to a negative effect on firm value. Finally, the interaction 
effect is positive in the equations (Equation 4: 0.12, p- value < .01; 
Equation 5: 0.05, p- value < .01; Equation 6: 0.306, p- value < .01). In 
a similar manner, if we consider Pandemic as the main variable and 
CSR_Assurance as the moderator, because Pandemic has a negative, 
but the interaction effect has a positive coefficient, the moderator 
mitigates the Pandemic's negative impacts, indicating that prior CSR 
reporting assurance can lower the negative link between COVID- 19 
and firm value. The findings confirm Hypothesis 5. Looking at the 
model from a different perspective and assuming CSR_Assurance as 
the main and Pandemic as the moderator, we can conclude that the 
positive connection between prior CSR reports assurance and firm 
value is more pronounced during the pandemic as compared with 
the years preceding the crisis. This finding confirms Hypothesis 6.

As mentioned, in Equations (7)– (9), we report regressions results 
using a combination of the variables of Model 1 and 2. In these equa-
tions, the results and coefficients of the variables are consistent with 
those of Equations (1)– (6), providing further support to the results. 
Regarding our GMM estimations, we report the difference between 
J- statistics of restricted and unrestricted to evaluate whether there 
is an endogeneity problem. We also rely on Sargan- Hansen J- statistic 
to investigate whether the instruments are valid, i.e., uncorrelated Co
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with error terms. Finally, Cragg- Donald F's- statistic is employed to 
assess the weakness of the instruments (see, Stock & Yogo, 2005). 
In all the GMM estimations, the p- value of the difference between 
J- statistics is significant, showing that there is an endogeneity prob-
lem. The p- values of Sargan- Hansen J- statistics are not significant, 
representing that the instruments are valid. Finally, Cragg- Donald 
statistics show that the instruments are not weak.

5  |  ROBUSTNESS CHECKS AND 
ADDITIONAL ANALYS

5.1  |  Alternative methods to assess hypotheses 3 
and 6

Although, in Table 5, we provide evidence in support of the hy-
potheses on the link between prior CSR reports and assurance 
with firm value during the pandemic and the years preceding it, 
in this section, we analyze these predictions using the difference- 
in- difference method which is used by Lins et al. (2017) where 
they compare returns inside and outside of the 2008– 2009 finan-
cial crisis period (see, section III.C). In the same way, Benlemlih 
and Girerd- Potin (2017) rely on this method where they compare 
the impact of CSR performance on firms risk among two differ-
ent groups of countries (see, section 3.5). The outcomes of this 
method can even provide evidence in support of Hypotheses 1 
and 4, predicting the positive link between prior CSR reports and 
firm value as well as the positive connection between prior CSR 
reports assurance and firm value, respectively. The models were 
designed as follows:

where, PrePandemic takes 1 for the years preceding the pandemic and 
zero otherwise. The other variables are as same as those we included 
in Models 1 and 2. 

 Moreover, in another model, we include all the CSR- related variables 
of Models 3 and 4 in the model using similar control variables.

Table 6 reports the regressions results using Models 3 and 4 with 
OLS and FE methods. As mentioned, this table also provides the re-
gressions of a model containing a combination of these two models' 
variables. Odd and even equations are related to OLS and FE meth-
ods, respectively. The two first equations are related to Model 3. The 
Wald test confirms that the coefficient of Pandemic × CSR_Report 
is greater than that of PrePandemic × CSR_Report in both of these 
equations (Equation 1: 0.249 > 0.138; Equation 2: 0.083 > 0.038), in-
dicating that the positive impact of prior CSR reporting experience 
on firm value during the pandemic is greater than the effect of the 
years preceding the pandemic. Thus, this outcome can support both 
Hypotheses 1 and 3 as it shows that, although prior CSR reporting is 
positively related to firm value, the positive link is more pronounced 
during the pandemic. Regarding the equations concerning Model 4, 
we can see from Equation (3) that Pandemic × CSR_Assurance has a 
greater positive coefficient than PrePandemic × CSR_Assurance with 
the values of 0.208 and 0.109, both at the significance level of 1%. 
We can see the same difference in Equation (4). The Wald test shows 
that this comparison is significant, demonstrating that the posi-
tive link between prior CSR reporting assurance with firm value is 
greater in the context of COVID- 19 as compared with the years prior 
to this health crisis. Thus, this finding points out that Hypothesis 4 
is valid as prior CSR reporting assurance establishes a positive rela-
tionship with firm value. Moreover, Hypothesis 6 is also reconfirmed 
as the positive link is more pronounced during the pandemic relative (3)

FVi,t =�1Pandemic×CSR_Reporti,t−1+�2PrePandemic

×CSR_Reporti,t−1+�3Cashi,t−1+�4Sizei,t−1+�5PPEi,t−1+�6FinLevi,t−1

+�7Agei,t−1+�8R&DInti,t−1+�9CapExpi,t−1+�10SGAExpi,t−1

+�11GDPGri,t−1+Country_Dummies+ Industry_Dummies

+Year_Dummies+�i,t

(4)

FVi,t =�1Pandemic×CSR_Assurancei,t−1+�2PrePandemic

×CSR_Assurancei,t−1+�3Cashi,t−1+�4Sizei,t−1+�5PPEi,t−1+�6FinLevi,t−1

+�7Agei,t−1+�8R&DInti,t−1+�9CapExpi,t−1+�10SGAExpi,t−1

+�11GDPGri,t−1+Country_Dummies+ Industry_Dummies

+Year_Dummies+�i,t

Descriptive statistics for the continuous variables

Mean Median Maximum Minimum Std. dev.

FV 1.301 0.821 6.324 0.023 1.361

Cash 0.149 0.099 0.763 0.002 0.155

Size 16.453 15.909 23.063 10.467 2.723

PPE 0.325 0.252 0.922 0.002 0.268

FinLev 0.264 0.250 0.760 0.000 0.190

Age 8.727 8.917 9.751 5.642 0.856

R&DInt 0.027 0.000 0.282 0.000 0.060

CapExp 0.054 0.037 0.337 0.000 0.058

SGAExp 0.257 0.182 1.823 0.019 0.279

GDPGr 1.542 1.539 7.855 −3.702 2.066

Note: See Appendix A for the definitions of the variables.

TA B L E  3  Descriptive statistics
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to ordinary times. Finally, the same trend is observed in the last two. 
In summary, the difference- in- difference method reconfirmed what 
we found in the main regression results.

5.2  |  Unbalanced sample

In Table 1, it was shown that the U.S. firms make the greatest con-
tribution to the sample size (with 35.52%). Therefore, a concern 
may arise that the results could be driven by U.S. firms. To ad-
dress this concern, we in this section re- estimated the main mod-
els, Models 1 and 2, using only the U.S. sample and the sample 
excluding firms domiciled in the United States separately. The 
regressions results are reported in Table 7. CSR_Report and CSR_
Assurance as well as their interactions with Pandemic have positive 
and significant coefficients in all the equations, Equations (1)– (4) 
for the U.S. firms and Equations (5)– (8) for the sample excluding 
the U.S. firms. These results indicate that the main hypotheses are 
further supported when the sample either includes or excludes 
the U.S. firms.

5.3  |  Robust to additional county- level 
control variables

One might assume that as we use an international setting, country 
characteristics might influence the regression results. To mitigate 
this concern, we use GDPGr as affluent nations are more likely to 
care about CSR- related issues (Liang & Renneboog, 2017) and a set 
of dummy variables. However, some studies in the literature pos-
tulate that country- level characteristics play pivotal roles and influ-
ence stakeholders' responses to CSR issues. For instance, Dhaliwal 
et al. (2012, 2014) show that stakeholder orientation influences how 
stakeholders respond to CSR reporting strategies. Carey et al. (2021) 
confirm the same impact on stakeholders' reactions to CSR assur-
ance. We, therefore, control for this impact. To this end, we build 
on Spamann (2010) who corrects the antidirector rights index of 
Djankov et al. (2008) which measures the extent to which a coun-
try is shareholder oriented. Moreover, we use an index to capture 
the country's orientation toward stakeholders. Following Benlemlih 
and Girerd- Potin (2017), we use the strictness of employment pro-
tections (EmploymentProtection) as another control variable and col-
lect the data from the Organization for Economic Co- operation and 
Development (OECD). Our untabulated analysis shows the correla-
tion between these two is 0.387, thus the collinearity is unlikely to 
create a serious problem. Moreover, following El Ghoul et al. (2017), 
we use the index of business regulation (BusinessRegulation) which 
represents freedom from regulations as reflected by six sub- 
components. We also use the index reflecting the quality of the 
legal system and the security of property rights (LegalSystem). This 
index is composed of nine sub- components. Finally, we address the 
concern that “corporations will be less likely to act in socially re-
sponsible ways when they are experiencing relatively weak financial TA
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performance or are operating in an economic climate where the 
possibility for near- term profitability is limited” (Campbell, 2007, 
p. 7, 2018, p. 4) by controlling for the inflation (InflationRate) and 
lending rates (LendingRate). Our untabulated results show that the 
main coefficients and findings remain relatively unchanged after 
controlling for these variables.

5.4  |  Mandatory disclosure regimes

Under the literature review and hypotheses development section, we 
discussed the theories and empirical research that could explain why 
CSR reporting and assurance leads to favorable financial performance. 
This theoretical and empirical research primarily focuses on the vol-
untary disclosure of CSR. To address the issue, we test whether the 
hypotheses are applicable to mandatory disclosure environments.

Ioannou and Serafeim (2019) showed that firms affected by 
disclosure mandates voluntarily adopted assurance and reporting 
guidelines. They also found that the increase in CSR disclosure 
resulting from the regulations is associated with increases in firm 
value. Moreover, Liu and Tian (2021) showed that, under a man-
datory disclosure system, the negative relationship between CSR 
disclosure and firm value becomes greater. Following these studies, 
Kuo et al. (2021) found that CSR assurance intensifies the negative 
relationship between mandatory disclosure and external financ-
ing costs. We, therefore, predict that the research hypotheses are 
valid even under mandatory disclosure regimes. To test this predic-
tion, we focus on European Union (EU) firms because of the recent 
regulations affecting CSR disclosure by EU firms. The European 
Commission adopted Directive 2014/95/EU on October 22, 2014. 
According to this, as of the fiscal year 2017, EU companies with 
higher than 500 employees and annual revenue of over 40 million 
euros or net income of over 20 million euros must disclose CSR in-
formation (Grewal et al., 2019). We, therefore, in this section repli-
cate the main models by considering the mandate. We create two 
dummies including CSR_Report_Mandatory and CSR_Assurance_
Mandatory, the former takes one for those selected EU firms having 
issued CSR reports after the year 2017 and the latter takes one again 
for the selected EU firms that have issued assured CSR reports after 
the fiscal year 2017. Table 8 represents the regressions results. It 
can be seen from this table that the CSR_Report_Mandatory and 
CSR_Assurance_Mandatory both have positive coefficients in the 
equations and their interactions with Pandemic are also positive and 
significant. A conclusion can be made that the research hypotheses 
are even applicable to the mandatory CSR disclosure environments.

5.5  |  Causality issues

As mentioned, an earlier study (Lins et al., 2017) has examined the 
impact of CSR activities on firm value during the global financial crisis 
of 2008– 2009. If the results from the present study are reliable then 
hypotheses should be valid under a different systematic exogenous 
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TA B L E  6  Regression of firm value on CSR report and assurance and control variables using difference- in- difference method

Variable

Equation 1 Equation 2 Equation 3 Equation 4 Equation 5 Equation 6

OLS FE OLS FE OLS FE

Coef. (T- stat) Coef. (T- stat) Coef. (T- stat) Coef. (T- stat) Coef. (T- stat) Coef. (T- stat)

Pandemic × CSR_Report 0.249*** 0.083*** 0.207*** 0.069***

(10.126) (4.526) (6.018) (3.512)

Pandemic × CSR_Assurance 0.208*** 0.111*** 0.132*** 0.077***

(8.104) (5.798) (4.273) (3.267)

PrePandemic × CSR_Report 0.138*** 0.038*** 0.122*** 0.033**

(6.365) (2.68) (5.721) (2.192)

PrePandemic × CSR_Assurance 0.109*** 0.04** 0.07*** 0.037**

(5.287) (2.568) (3.418) (2.345)

Cash 1.798*** 1.199*** 1.796*** 1.272*** 1.794*** 1.288***

(20.774) (13.439) (20.497) (14.38) (20.72) (14.537)

Size −0.18*** −0.089*** −0.173*** −0.142*** −0.186*** −0.155***

(−14.506) (−5.35) (−13.017) (−8.746) (−15.042) (−9.375)

PPE −0.252*** −0.155*** −0.25*** −0.263*** −0.252*** −0.264***

(−7.577) (−2.61) (−7.258) (−4.233) (−7.54) (−4.206)

FinLev −1.172*** −1.589*** −1.184*** −0.304*** −1.169*** −0.003

(−31.044) (−21.221) (−31.667) (−4.652) (−31.032) (−0.054)

Age −0.021** 0.081*** −0.017 0.038** −0.022** 0.022

(−2.021) (4.207) (−1.562) (2.045) (−2.095) (1.133)

R&DInt 2.393*** −0.113 2.369*** −0.173 2.365*** −0.147

(8.409) (−0.219) (8.122) (−0.312) (8.149) (−0.262)

CapExp 2.296*** 1.076*** 2.295*** 1.134*** 2.282*** 1.243***

(10.244) (10.217) (9.97) (9.518) (10.218) (10.38)

SGAExp −0.012 −0.057 −0.025 −0.088 −0.018 −0.095

(−0.253) (−0.843) (−0.505) (−1.383) (−0.36) (−1.465)

GDPGr 0.038*** 0.034*** 0.035*** 0.029*** 0.038*** 0.029***

(3.382) (16.17) (3.088) (13.631) (3.407) (13.611)

Intercept 4.693*** 2.229*** 4.627*** 3.198*** 4.8*** 3.447***

(18.722) (8.136) (17.192) (12.334) (19.119) (12.582)

R- squared 35.24% 77.02% 35.13% 76.99% 35.29% 77.16%

Adjusted R- squared 35.11% 73.68% 35.00% 73.45% 35.15% 73.62%

F- stat 270.398 23.052 269.051 21.752 262.949 21.824

p- value F- stat 0.0001 0.0001 0.0001 0.0001 0.0001 0.0001

Observations 32,861 32,861 32,861 32,861 32,861 32,861

Wald test Equation 1 Equation 2 Equation 3 Equation 4 Equation 5 Equation 6

T- stat T- stat T- stat T- stat T- stat T- stat

Pandemic × CSR_
Report = PrePandemic × 
CSR_Report

3.845*** 3.283*** 2.339*** 2.030**

Pandemic × CSR_
Assurance = PrePandemic × 
CSR_Assurance

3.497*** 4.582*** 2.01** 1.756*

Notes: The variables are defined in Appendix A. Country dummies, industry dummies, and period dummies are included in OLS equations. The 
equations are estimated using white cross- section (period cluster) method which is robust to both correlation and heteroskedasticity (Arellano, 1987; 
Wooldridge, 2002).
*p- value < .1; **p- value < .05; ***p- value < .01.
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shock like the global financial crisis. Therefore, we replicate the main 
models to another setting and include the impact of the 2008– 2009 
crisis. To this end, we replace Pandemic with FinCrisis in Models 1 and 
2. This new variable takes one for the years 2008 and 2009 and zero 
otherwise. We also include both the crises— the pandemic and the fi-
nancial crisis— in a model for robustness check. As the period of this 
study covers the years from 2010 to 2020, we need to extend the pe-
riod to earlier years to test the above predictions. We, therefore, use 
the period from 2005 to 2020 in this supplemental analysis. Table 9 
presents that FinCrisis has a negative coefficient in all the equa-
tions, indicating that the global financial crisis decreased firm value. 
Moreover, FinCrisis × CSR_Report and FinCrisis × CSR_Assurance have 
a positive beta, indicating that the hypotheses are supported even in 
the context of the financial crisis. Thus, the results are reliable and the 
causality is not a concern in this study.

5.6  |  Initial and subsequent CSR reporting and 
assurance experience

Dhaliwal et al. (2011) found that the initiation of CSR reports is more 
likely to have capital market consequences. Following this study, 
Muslu et al. (2019) distinguished between the first and subsequent 
CSR reports of firms and found that market practitioners, particu-
larly investors and analysts, take into consideration socially re-
sponsible firms' longer- term CSR reporting practices. They showed 
that an initial CSR report reduces information asymmetry, which is 
measured based on analyst forecast accuracy, to a lesser extent than 
subsequent CSR reports. We, therefore, replicate the main mod-
els of the study by considering the differences between initial and 
subsequent CSR reports and assurance. To this end, we create four 
dummy variables consisting of two for the initial and two for the sub-
sequent reporting and assurance. CSR_Report_Initial takes the value 
one for those observations issuing CSR report for the first time and 
zero otherwise, CSR_Report_Subseq takes one for those CSR reports 
that have been issued not for the first time and zero otherwise. We 
do the same for assured reports, considering CSR_Assurance_Initial 
and CSR_Assurance_Subseq for first and subsequent assurance, re-
spectively. Table 10 summarizes the regressions estimated based on 
Models 1 and 2 when CSR_Report and CSR_Assurance are replaced by 
the above variables, respectively. The results tell us that neither first 
CSR reports nor first CSR assurance have a significant coefficient, 
moreover, the interactions between these variables and Pandemic 
are not significant, indicating that first CSR reporting and assur-
ance does not create a buffering effect against the adverse effects 
of COVID- 19 on firm value. It also implies that initial CSR reporting 
and assurance can lead to a favorable firm value neither in ordinary 
times nor in the context of COVID- 19. While in the equations relat-
ing to subsequent CSR reporting and assurance, we observe that the 
results are in line with what we observed in our main model. The 
results reconfirm Dhaliwal et al. (2011) and Muslu et al. (2019) and 
demonstrate that stakeholders react and pay attention to long- term 
CSR reporting practices.Va
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5.7  |  Moderating role of CSR reporting assurance

Taking together the results for Hypotheses 3 to 6 in the Difference- 
in- Difference section as well as the main regression results section, 
we can conclude that prior CSR reporting assurance can increase 

firm value and this impact becomes greater during the pandemic. 
Moreover, prior CSR assurance can also create a buffering effect 
against the effects of pandemic on firm value. Thus, we predict that 
those CSR reports with assurance create a greater buffering effect 
than those without assurance. Moreover, we can also postulate that 

TA B L E  8  Regression of firm value on CSR report, CSR assurance, COVID- 19, and control variables by considering the milieu of reporting 
under a mandatory disclosure system

Variable

Equation 1 Equation 2 Equation 3 Equation 4

OLS FE OLS FE

Coef. (T- stat) Coef. (T- stat) Coef. (T- stat) Coef. (T- stat)

CSR_Report_Mandatory 0.218*** 0.047*

(6.635) (1.841)

CSR_Assurance_Mandatory 0.13*** 0.011**

(6.284) (2.001)

Pandemic −0.077*** −0.124*** −0.078*** −0.085***

(−8.284) (−6.079) (−8.436) (−13.922)

Pandemic × CSR_Report_ Mandatory 0.023*** 0.051**

(3.151) (2.204)

Pandemic × CSR_Assurance_ Mandatory 0.079*** 0.063***

(5.198) (6.937)

Cash 2.115*** 1.183*** 2.12*** 1.715***

(23.232) (6.996) (23.771) (52.428)

Size −0.161*** 0.068* −0.149*** −0.1***

(−8.526) (1.659) (−8.402) (−133.931)

PPE −0.328*** 0.223 −0.324*** −0.492***

(−5.927) (1.56) (−5.665) (−52.936)

FinLev −1.04*** −0.491*** −1.048*** −0.982***

(−15.268) (−3.059) (−15.595) (−64.698)

Age 0.003 0.072 0.011 0.034***

(0.36) (1.36) (1.087) (17.17)

R&DInt 2.576*** −1.034 2.555*** 4.313***

(7.236) (−1.014) (6.781) (39.514)

CapExp 2.155*** −0.425* 2.181*** 2.01***

(5.3) (−1.95) (5.204) (31.888)

SGAExp −0.153*** −0.105 −0.169*** −0.128***

(−5.573) (−0.849) (−5.97) (−8.931)

GDPGr 0.05*** 0.017*** 0.049*** 0.027***

(3.645) (3.049) (3.593) (18.699)

Intercept 4.215*** −0.374 4.028*** 2.564***

(19.635) (−0.527) (22.117) (104.129)

R- squared 35.71% 84.63% 35.53% 77.06%

Adjusted R- squared 35.46% 78.55% 35.28% 77.04%

F- statistic 141.306 13.900 140.200 4207.324

p- value F- stat 0.0001 0.0001 0.0001 0.0001

Observations 15,069 15,069 15,069 15,069

Notes: *** significance at 1%, ** significance at 5%, and * significance at 10%. See Appendix A for the information about variables definitions. Country 
dummies, industry dummies, and period dummies are included in OLS equations. The equations are estimated using white cross- section (period 
cluster) method which is robust to both correlation and heteroskedasticity (Arellano, 1987; Wooldridge, 2002).
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those CSR reports with assurance have a more positive impact on 
firm value as compared with those CSR reports without assurance. 
To support the predictions, we use a three- way interactions model. 
To this end, we include the variable CSR_Assurance, Pandemic × CSR_
Assurance, Pandemic × CSR_Report × CSR_Assurance, and CSR_Report 
× CSR_Assurance in Model 1. Due to the exact collinearity issue, we 
cannot use this three- way interaction model to assess the predic-
tions. Therefore, we rely on an alternative method to test our predic-
tion. To this end, we first estimate Model 1 using the sample of firms 
excluding those observations with assured CSR reports and then re- 
estimate the same model using the sample excluding those observa-
tions without assured CSR reports. We then use Paternoster test to 
compare the coefficients (see, Paternoster et al., 1998). Reporting 
the mentioned regressions results using both OLS and FE methods, 
Table 11 presents that the coefficients of CSR_Report and Pandemic 
× CSR_Report in all the equations are positive and significant and 
the coefficient of Pandemic is negative and significant. These re-
sults are congruent with what we observed in the main regression 
results. Paternoster test confirms that the mentioned coefficients 
in Equations (3) and (4) are greater than those in Equations (1) and 
(2), indicating that those CSR reports with assurance can lead to a 
greater buffering effect against the pandemic as compared with CSR 
reports without assurance.

To test the latter prediction discussed in the above paragraph, 
we should add the variable CSR_Assurance and its related interac-
tion variables to Model 3, although the results in Table 11 provide 
support for the prediction. However, as in the variables Pandemic 
× CSR_Report × CSR_Assuance and PrePandemic × CSR_Report 
× CSR_Assurance, CSR_Report × CSR_Assurance equals to CSR_
Assurance and the outcomes of this model will be as same as those 
reported in Equations (5) and (6) in Table 6. Therefore, we rely 
on these two equations to support the hypotheses. As the coeffi-
cients of the variables Pandemic × CSR_Assuance and PrePandemic 
× CSR_Assurance are positive and significant, we can infer that 
the hypotheses are supported. We can even conclude that as the 
coefficient of the former is greater than that of the latter, those 
CSR reports with assurance lead to a greater firm value relative 
to those reports lacking assurance, and this relationship is even 
stronger during the pandemic. Since we did not include the vari-
able CSR_Assurance itself in the mentioned equations, questions 
about the reliability of the results may arise. We, therefore, use 
an alternative method for this prediction. To this end, similar to 
what was reported in Table 11, we use Model 3 in this analysis 
as well. We re- estimated Model 3 using two different samples: 
the whole sample excluding observations with CSR assurance, and 
the whole sample excluding those CSR reports lacking assurance. 
Table 12 reports the mentioned regressions using both OLS and 
FE methods. In this table, the Wald test confirms that Pandemic × 
CSR_Report is greater than PrePandemic × CSR_Report. Moreover, 
the Paternoster test also indicates that these two variables in the 
equations with the sample including CSR reporting assurance 
(Equations 3 and 4) are greater than those in the sample exclud-
ing CSR reporting assurance (Equations 1 and 2). Thus, the results Va
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reconfirm what we observed earlier. In a summary, both predic-
tions in the following of our main results are supported.

5.8  |  CSR reporting guidelines

According to the literature, high- quality CSR disclosure and informa-
tion can improve the transparency of the overall information envi-
ronment and subsequently affect the perception of CSR information 
users (Zhang et al., 2020). One of the ways to improve the quality of 
CSR information is the adoption of GRI guidelines in preparing the 
report. Using an international setting, Ballou et al. (2018) found that 
the adopters of GRI reporting guidelines were more likely to have 
higher quality CSR information. In support of this finding, Orazalin 
and Mahmood (2019) concluded that firms tend to adopt the GRI 
framework in order to disclose more extensive and detailed CSR in-
formation. Muslu et al. (2019) also found that CSR reports follow-
ing the GRI guidelines are more likely to receive higher disclosure 
scores by their substance- based measure. We, therefore, predict 
that GRI adoption can lead to a favorable firm value. Moreover, we 
expect that adoption of GRI reporting guidelines creates an addi-
tional buffering effect against COVID- 19. Following the discussion, 
we provided in support of the hypotheses, we postulate that the 
positive relationship between GRI adoption and firm value is more 
pronounced during the pandemic as compared with the years prior 
to it. To analyze these predictions, we use Model 1 and replace 
CSR_Report with CSR_GRI. CSR_GRI takes the value of one for those 
CSR reports that have followed GRI guidelines. To measure this vari-
able, we use the item with the code CGVSDP028. The results are 
reported in Table 13. This table illustrates that CSR_GRI has a posi-
tive coefficient in both OLS and FE models, with the values of 0.102 
(p- value < .01) and 0.045 (p- value < .05), respectively. Thus, prior 
GRI adoption leads to a positive firm value. Regarding the interac-
tion effect, Pandemic × CSR_GRI has a positive coefficient in both 
equations, indicating that the GRI adoption mitigates the negative 
association between COVID- 19 and firm value. It also shows that 
the positive association between the adoption of GRI guidelines is 
more pronounced during the pandemic than the years preceding it. 
In summary, the results confirm our predictions with respect to GRI 
adoption.

6  |  CONCLUSION AND IMPLIC ATIONS

Since the outbreak of COVID- 19, several researchers have postu-
lated that those firms that have previously taken into considera-
tion the interests of their stakeholders are likely to be immune to 
the adverse consequences of the crisis, implying that prior CSR 
performance increases socially responsible firms resilience against 
this exogenous shock (e.g., Albuquerque et al., 2020; Huang 
et al., 2020; Qiu et al., 2021; Shen et al., 2020). However, these 
studies predominantly focused on the performance aspect of CSR 
and paid little attention to the reporting aspect. Using a large 

sample of 4361 corporations from 40 countries, we extended 
these studies by analyzing the disclosure aspects of CSR informa-
tion. We built on several theories to explain the incentives behind 
CSR reporting and assurance. Following Braam and Peeters (2018), 
Clarkson et al. (2019), Hummel et al. (2019), Koseoglu et al. (2021), 
Martínez- Ferrero et al. (2021), and García- Sánchez et al. (2022), we 
first relied on the signaling and legitimacy theories to understand 

TA B L E  1 3  Regression of firm value on GRI report, COVID- 19, 
and control variables

Equation 1 Equation 2

OLS FE

Coef. (T- stat) Coef. (T- stat)

CSR_GRI 0.102*** 0.045**

(6.432) (2.56)

Pandemic −0.252*** −0.117***

(−8.224) (−5.725)

Pandemic × CSR_GRI 0.107*** 0.058**

(2.785) (2.434)

Cash 1.788*** 1.194***

(34.266) (9.326)

Size −0.174*** −0.15***

(−33.202) (−6.58)

PPE −0.229*** −0.243***

(−6.626) (−2.854)

FinLev −1.205*** −1.588***

(−33.301) (−15.693)

Age −0.024*** 0.003

(−3.116) (0.123)

R&DInt 2.251*** −0.539

(14.181) (−0.782)

CapExp 2.322*** 1.42***

(17.663) (9.784)

SGAExp −0.019 −0.17*

(−0.631) (−1.947)

GDPGr 0.028*** 0.037***

(4.65) (9.055)

Intercept 4.611*** 4.054***

(42.913) (10.487)

R- squared 35.54% 75.01%

Adjusted R- squared 35.41% 71.92%

F- statistic 262.052 24.252

p- value F- stat 0.0001 0.0001

Observations 32,861 32,861

Notes: *** significance at 1%, ** significance at 5%, and * significance at 
10%. See Appendix A for the information about variables definitions. 
Country dummies, industry dummies, and period dummies are included 
in OLS equations. The equations are estimated using white cross- 
section (period cluster) method which is robust to both correlation and 
heteroskedasticity (Arellano, 1987; Wooldridge, 2002).
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why firms are likely to issue CSR reports. The signaling refers to 
the incentive for apprising the stakeholders of the firm's superior 
CSR performance, whereas legitimacy refers to the incentive for 
rebuilding the reputation and regaining the legitimacy. We then 
used the stakeholder, resource dependency, and impression man-
agement theories to further explain the motivations and elaborate 
on the CSR reporting demand side. Next, we built on the concept 
of the Red Queen effect and inferred from the response of the Red 
Queen to Alice that if a corporation wants “…to get somewhere 
else, [they] must run at least twice as fast as that!” (Carroll, 1960, 
p. 345). We, therefore, hypothesized that highly committed so-
cially responsible firms are likely to distinguish themselves from 
the rest by getting their CSR reports assured to increase the cred-
ibility of the information. Following Martínez- Ferrero et al. (2021) 
and García- Sánchez et al. (2022), we again used the signaling and 
legitimacy theories to explain how CSR assurance enhances firm 
value and create a buffering effect against pandemic.

This paper revealed that prior CSR reporting and assurance 
mitigate the negative impact of COVID- 19 on firm value. Aside 
from the above- mentioned line of research, our findings extend 
those streams of literature positing that CSR is a key strategy to 
build reputation and acts as an insurance- like mechanism against 
idiosyncratic risks by revealing that CSR disclosure activities can 
even mitigate the adverse effects of systematic and exogenous 
crises. For instance, Christensen (2016) showed that firms with 
prior CSR reporting enjoy the benefit of ethical capital and suf-
fer less from negative market reactions. In the same line, Zhang 
et al. (2020) examined how firms use CSR disclosure to protect 
their value and reputation following financial restatements. In a 
different vein where researchers investigate CSR performance's 
buffering impact, Aqueveque et al. (2018) showed that controver-
sial sectors can increase their reputation through CSR activities. 
Gong et al. (2021) confirmed the insurance- like mechanism of CSR 
performance. More recently, Thanetsunthorn (2022) revealed that 
CSR performance mitigates the eroding effect of corruption on 
social trust. This study also makes contribution to the theoretical 
frameworks. It contributes to the legitimacy theory by showing 
that when firms turn to CSR reporting and assurance, this not only 
helps them to regain their legitimacy and consequently maintain 
their value but also creates a shield against future shocks. Taking 
together this theory and our findings, we contemplate that the 
other motivation for issuing CSR reports and assurance for firms 
with less reputation would be avoiding reencountering the reputa-
tional crises. Finally, our findings showed that the positive impact 
of CSR reporting and assurance on firm value becomes stronger 
during the pandemic as compared with the years preceding it. This 
is in line with Lins et al. (2017) who take the view that socially 
responsible firms with positive reputation attract considerably 
greater attention whenever trust becomes important. In the same 
way, it also extends Martínez- Ferrero and García- Sánchez (2017), 
Arco- Castro et al. (2020), Chi et al. (2020), Carey et al. (2021), and 
Martínez- Ferrero et al. (2021) by showing that socially responsible 
firms can draw greater benefits from CSR assurance's credibility 

enhancement when they encounter exogenous shocks. Moreover, 
this also confirms the signaling theory as highly committed socially 
responsible firms resort to CSR reporting activities to distinguish 
themselves from the rest.

Our results are robust to a battery of tests including alternative 
methods, controlling for the huge contribution of U.S. firms, captur-
ing country- level characteristics, and mitigating endogeneity con-
cerns. In the additional analyses section, we focused on mandatory 
disclosure regimes to see whether our hypotheses hold under such 
a system because both the signaling and legitimacy theories refer 
to a voluntary disclosure system. Relying on Directive 2014/95/EU, 
we discovered that the predictions remain unchanged, representing 
that the study extends Chen et al. (2018), Wang et al. (2018), Kuo 
et al. (2021), and Liu and Tian (2021) by analyzing the buffering roles 
of CSR reporting and assurance during the pandemic under a man-
datory disclosure regime. However, we are aware of the issue that 
Directive 2014/95/EU requires the mandatory disclosure of specific 
information for specific companies. As a result, the findings should 
not be rigidly applicable to every mandatory disclosure regime. 
Testing the predictions when firms confront a different exogenous 
crisis, we found that prior CSR reporting and assurance lowered the 
negative impact of the global financial crisis of 2008– 2009. Not only 
did these outcomes corroborate the findings by Lins et al. (2017), 
but they also mitigated the concern that the results obtained in the 
era of COVID- 19 were casual. We then tested whether stakeholders 
react to initial and subsequent reports and assurances differently. 
The findings showed that initial CSR reports, as well as initial as-
surance, do not lead to a favorable financial performance and fail to 
increase firms' resilience against COVID- 19, whereas subsequent re-
ports and assurance could increase firm value and create a buffering 
effect against COVID- 19. This finding extends Dhaliwal et al. (2012) 
and Muslu et al. (2019) by showing that initial CSR reporting and as-
surance have different buffering effects from subsequent reporting 
and assurance during systematic crises. Finally, drawing on Ballou 
et al. (2018), Orazalin and Mahmood (2019), and Muslu et al. (2019), 
we focused on the quality of CSR reports and found that GRI adop-
tion can enhance firm disclosure quality and consequently increase 
firm value and resilience against exogenous shocks.

Our study also has important practical implications. Taking to-
gether the legitimacy theory and the findings of the study, we con-
template that those firms that are exposed to reputational crises can 
resort to CSR disclosure activities to not only regain their reputation 
but also save themselves from future crises. Building on the sig-
naling theory, the Red Queen effect, and the findings of the study, 
we encourage firms with superior CSR performance to follow GRI 
frameworks and get their CSR reports assured as these are among 
the strategies through which highly committed socially responsible 
companies can win the competition and distinguish themselves from 
CSR reporters even when the whole market is exposed to a system-
atic shock.
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APPENDIX A

Variable Definition Source

Panel A. Dependent and control variables

FV Market value of common equity divided by lagged total assets Worldscope (MVC/WC02999)

Cash Cash divided by total assets Worldscope (WC02003/WC02999)

Size The natural logarithm of total assets Worldscope (WC02999)

PPE The ratio of net plant, property, and equipment to total assets Worldscope (WC02501/WC02999)

FinLev The proportion of total debt over total assets Worldscope (WC03255/WC02999)

Age The natural logarithm of firm age Worldscope (BDATE)

R&DInt The ratio of research and development expenditures to total revenues Worldscope (WC01201/WC01001)

CapExp The ratio of capital expenditures to total assets Worldscope (WC04601/WC02999)

SGAExp The ratio of selling, general, and administrative costs to total revenues Worldscope (WC01101/WC01001)

GDPGr Annual growth of GDP per capita World Bank

ADRI Measuring the extent to a country is shareholder oriented Spamann (2010)

EmploymentProtection An index of the strictness of employment protection OECD

BusinessRegulation An index of business regulations. Its sub- components are: (1) 
Administrative requirements (2) Bureaucracy costs (3) Starting 
a business (4) Extra payments/bribes/favoritism (5) Licensing 
restrictions (6) Cost of tax compliance

Fraser Institute's Economic Freedom 
of the World

LegalSystem An index of the quality of the legal system and the security of property 
rights. Its sub- components are: (1) Judicial independence (2) Impartial 
courts (3) Protection of property rights (4) Military interference 
in rule of law and politics (5) Integrity of the legal system (6) Legal 
enforcement of contracts (7) Regulatory restrictions on the sale of 
real property (8) Reliability of police (9) Business costs of crime

Fraser Institute's Economic Freedom 
of the World

InflationRate An indicator of inflation rate World Bank

LendingRate An indicator of lending interest rate World Bank

Panel B. Variables capturing crises effects

Pandemic Takes one for the year 2020 and zero otherwise Authors' calculation

PrePandemic Takes one for the years preceding 2020 and zero otherwise Authors' calculation

FinCrisis Takes one for the years 2008 and 2009 and zero otherwise Authors' calculation

Panel C. CSR- related variables

CSR_Report Takes the value of one for CSR reports and zero otherwise ASSET4 (CGVSDP026)

CSR_Report_Mandatory Takes one for the CSR reports of EU companies with higher than 500 
employees and yearly revenue of over 40 million euros or net income 
of over 20 million after the fiscal year of 2017, and zero otherwise

ASSET4 (CGVSDP026)
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Variable Definition Source

CSR_Report_Initial Takes the value one for those observations issuing CSR reporting for the 
first time and zero otherwise

ASSET4 (CGVSDP026)

CSR_Report_Subsequent Takes one for those CSR reports that have been issued not for the first 
time and zero otherwise

ASSET4 (CGVSDP026)

CSR_Assurance Takes the value of one for assured CSR reports and zero otherwise ASSET4 (CGVSDP030)

CSR_Assurance_
Mandatory

Takes one for the assured CSR reports of EU companies with higher than 
500 employees and yearly revenue of over 40 million euros or net 
income of over 20 million after the fiscal year of 2017

ASSET4 (CGVSDP030)

CSR_Assurance_Initial Takes the value one for those CSR reports that are assured for the first 
time and zero otherwise

ASSET4 (CGVSDP030)

CSR_Assurance_
Subsequent

Takes one for those CSR reports that have not been assured for the first 
time and zero otherwise

ASSET4 (CGVSDP030)

CSR_GRI Takes one for those CSR reports following GRI guidelines and zero 
otherwise

ASSET4 (CGVSDP028)
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