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Abstract

Corporate Social Responsibilities (CSR) is increasingly being incorporated into modern business
activities, the link between corporate CSR and firm value remains argumentative. This study aims
to examine the moderating roles of financial discretion and Research & Development (R&D)
intensity in the relationship between CSR disclosures and firm value. Based on a sample of 1,212
matched pairs of firms over the period from 2018 to 2024, the authors establish the mixed of CSR
on firm value. On the one hand, CSR programs are associated with an increase in systematic risk,
or risk that is related to market — wide economic fluctuations. On the other hand the study
establishes that CSR decreases firms idiosyncratic risk — risk particular to certain firms — whereby
there is a decrease in Tobin’s q, which measures the market value of a firm in relation to its assets.
However, the empirical evidence has pointed out that FF and R&D investment moderate the
observed effects. While both explain how CSR reduces the cross-effect of Tobin’s q, to different
extents. Two sub-directories, financial adaptability, by improving a firm’s position towards
financial vulnerabilities, reduces the positive link between CSR and systematic risk. Moreover,
CSR cuts down the increasing effect of the R&D investment on the idiosyncratic risk to stabilize
the firm-specific performance. Thus, these insights enhance the CSR knowledge regarding its
multifaceted effects on firm value for theories and provide useful advice for practice to managers.
The current study reveals that by skillful management of their financial freedom and the magnitude
of investment in the CSR research and development, the companies are able to maximize on the
dividends which are likely to occur due to the sensitive CSR programs that are likely to cause off
shots. This perspective of CSR is helpful in the existing debates within the academic and literature
on the roles of CSR for organizational performance.

Keywords: CSR, Firm Value, Financial Flexibility, R&D Investment, Moderating Effects,

Introduction

In the last decade, many papers have locked at the direction of CSR and firm value and the results
are still ambiguous. Agency theory posited that CSR costs firm value since managers will
overinvest in social causes as well as engage in inefficient use of resources, resources will go to
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waste (Jensen & Meckling, 1976; Friedman, 1970; Zhang & Li, 2024). On the other hand,
according to stakeholder theory, CSR increases firm value because it reduces rivalry between the
managers and stakeholders and builds good faith between them (Freeman 1984; Donaldson and
Preston 1995; Chen and Huang 2024). Consequently, whether CSR has a positive impact on firm
value constitutions an area of significant discussion in theoretical and empirical literature
(Margolis and Walsh, 2003; Orlitzky, et al., 2003; Xu, et al., 2024). Some new evidence shows
that this might be because prior research has not given enough emphasis to the boundary conditions
of the relationship, including organization level elements or certain consumer level factors,
meaning that new and better models are required (Carroll & Shabana, 2010; Liu et al., 2024).
Despite extensive studies, significant gaps remain: Even though CSR can generate ‘moral assets’
—benefits that improve reputation and stakeholder trust— the manner in which internal
organizational resources including financial contexts influence such gains remains unspecified or
ambiguous (Zhang & Li, 2024). Previous CSR and R & D studies have indicated that CSR and R
& D activities for the most part share finite corporate resources not CSR and R & D activities have
been found to be positively related to firm value though not a lot has been written regarding the
interdependence of CSR and R & D activities. Previous research emphasizes the effect of CSR on
firms’ financial returns and comparatively fewer works on the CSR’s consequences on systematic
and idiosyncratic risks (Chen & Huang, 2024). The following literature gaps are critical for the
further consideration of CSR’s impact on firms in the current diverse business context:

Literature Review

CSR specifically and firm value in general, is a subject of research that has received significant
interest and attention among theorists in the past. Whereas CSR programmes are criticised for
being socially positive, their economic effects are contentious. This literature review aims at
examining the firms” CSR — firm value nexus, in the light of moderating effect of financial flexibly
and research and development intensity.

CSR as a “Double Edge” Tool for Firm Value

CSR is often viewed through the lens of two competing theories: agency theory and stakeholder
theory.. Based on agency theory, the study identifies two potential problems associated with CSR:
Information asymmetry and costs of control CSR may lead to agency costs since managers who
spend firms’ resources intervening in corporate social responsibilities are not owner shareholders
(Jensen & Meckling, 1976). For instance, when firms indulge in CSR Activities, it is possible to
see overcapitalization thus depletion in financial performance (Friedman, 1970). However, recent
research goes ahead and supports the evidence that CSR has a positive and negative impact on the
firm’s value. On the one hand, CSR investments can create value for a firm in terms of reputation,
stakeholders’ trust, and a sustainable premium, according to stakeholder theory (Freeman, 1984;
Donaldson & Preston, 1995). For example, CSR engagements provide an approach to minimizing
idiosyncratic risks as corporate actions reflect stakeholder demands, enhancing consumers’ loyalty
and decreasing legal risks (Liu et al., 2024; Xu et al., 2024).Contrarily, CSR efforts can raise
systematic risks based on the notion of signaling increased organizational susceptibility to shocks
or added complexity (Zhang & Li, 2024). Furthermore, CSR may entail allocation of resources
with fewer returns on investment hence lowering the firms’ value in the short-run (Margolis and
Walsh, 2024). To this end, these studies demonstrate the contingency factors that mediate the
relationship between CSR and firm performance. On the other hand, the theory of stakeholder
suggests that CSR improves the firm value by attending and managing the stakeholders’ interest
as a means of managing conflict, building cooperation, and trust (Freeman 1984; Donaldson &
Preston 1995). Both arguments are true, but some research has shown an increase in firm reputation
due to CSR’s implementation (Liu et al., 2024/). However, research subsequent to the seminal
studies explained above has nuanced this debate by investigating how certain firm specific factors

Volume: 2, No: 2 October-December, 2024
1916



mediate the CSR-firm value relationship. For instance, Xu et al. (2024) showed that the CSR leads
to the firm value from a cost and a benefit perspective: it lowers idiosyncratic risk, which at the
same time raises systematic risk. Likewise, Margolis and Walsh (2003) have suggested that
heterogeneity of CSR effects on firms supports the call for identifying the conditions that may
either enhance or dampen such effects.

Financial Flexibility as a Moderator

This paper concludes that the measures of the extant literature on the CSR-firm value link and the
monetary flexibility, which is the ability of a firm to alter its capital structures depending on
specific conditions, is an important moderator of the CSR-firm value relationship. Increased
manufacturing capacity and research and development costs reduce firms’ ability to spend on CSR
while increasing its consumer appeal, hence the value for the firm increases (Denis, 2011). It was
established by Zhang and Li (2024) that financial flexibility offsets the adverse effect of CSR on
Tobin’s Q, especially in the sense of the systematic risks that are associated it. This implies that
the financially sensitive firm possess the optimal capacity to utilize CSR investment as strategic
capitals. Holding more financial slack enhances firms’ abilities to bear the expenses of emitting
CSR efforts thereby assuring the positive impact on firm value (Denis, 2011; Zhang et al., 2024).
This view is in line with the argument that the financial structure of firm’s matters with regards to
CSR performance in that financially flexible firms can reduce the negative relationship between
CSR and Tobin,Q through efficient management of systematic risks (Chen & Huang, 2024). Liu
and Gao (2024) followed the same line to explain the importance of financial flexibility for
enhancing the positive impact of CSR. According to their findings, firms with higher liquidity and
debt capacity are better placed for the use of CSR as a vehicle to gain strategic benefits like better
access to capital and greater stakeholder confidence. These results are consistent with resource-
based theory suggesting that financial discretion is a strategic asset providing the foundation for
sustainable value-generation (Barney, 1991).

Dual Nature of Financial Mobility and Research and Development

To date, no direct analysis of the interaction between financial flexibility and R&;, on the one
hand, and CSR and firm value, on the other hand, has been attempted by researchers. However,
presupposing that these factors are different from one another, researchers are gradually
identifying their synergism. For example, Zhang and Li (2024) established that positive association
between CSR and firm value is significantly higher among organizations with good levels of
financial capital and R&D intensity.. These two benefits make it easier for firms to manage the
risks, costs and even use CSR for long-term tactical benefits. As observed, CSR is supported by R
& D investments that lead to innovations and sustainable competitiveness. While CSR is framed
around the management of organizational relationships with extra-firm actors and resources, R &
D, as the name suggests, is involved in the generation of values for the firm through technology
(Hillman & Keim, 2001). According to the previous studies, CSR firms together with R &D are
more capable Prior studies in this study indicate that firms investing in CSR coupled with R&D
are well placed to address risks, and this improves the firm value. For example, Chen and Yu
(2024) show that CSR performs an advertising signal that the indicated R&D focused firms are
worthy of clients and investors who are socially sensitive, and therefore, significantly enlarges the
firm value. Furthermore, it has established that R&D helps to minimize the firm specific risks that
are linked to CSR. By integrating CSR and R&D, firms can achieve a dual benefit: Ensure the
satisfaction of societal demand together with encouraging creativity that increases organizational
effectiveness and competitiveness in the marketplace (Cheng et al., 2014; Xu et al., 2024). This
synergy reinforces the premise that R&D plays the role of a strategic mediator through which CSR
has a positively influence on firm value. Additional the study of Xu et al. (2024) points that
financial flexibility offers the operational risk resources to fund CSR and R& D processes
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simultaneously without such investments interfering with the other. Through matching up CSR
and R&D resources with firm strategic objectives, firms can realize the most out of CSR and R&D
approaches to increase both stakeholder satisfaction and firm performance.

R&D investments: the Moderating Variable

Research and development expenditure is also considered another potential moderator-. First of
all, R&D and CSR are often located on the same organizational level and struggle for resources,
but at the same time, both functions are to achieve the goal of creating innovations and long term
value (Hillman & Keim, 2001). What this means is that there are firms which can balance the two:
thereby achieving the greatest amount of stakeholder benefits in a way that does not harm financial
value. Later empirical investigations indicate that R&D can reduce the integrated effects of CSR
and idiosyncratic risks and promote more steady and enduring firm value (Chen & Huang, 2024).
Further, Cheng et al. (2014) state that firms which are highly involved in research and development
have the tendency to use CSR disclosure to provide signals to the other voluntarily conscientious
investors and consumers.

Theoretical Underpinnings

This study is grounded in two primary theoretical frameworks: RBV and institutional theory are
proposed to explain sources of competitive advantage. RBV for its part contends that firms earn
superior economic performance from exclusive and inalienable assets such as financial mobility
and innovation (Barney, 1991). In this context, CSR, financial flexibility, and R&D are
antecedents that form harmony to construct firm value. Institutional theory enhances this
perception by expounding to the outer pressure influences like regulatory rules and stakeholder
demands that influence CSR activity, (DiMaggio, & Powell 1983). Collectively, these theories
emphasise the need for a contingency approach to analyse CSR alongside firm specific resources
and the environment. Whereas previous researches have examined various effects of CSR on FE
and R, this paper includes gaps. First, there is a substantial lack of research which addresses the
role that financial flexibility plays in moderating the effects which CSR have on the various risks
and the creation of firm value. Second, while it has been established that CSR and R&D are related,
the effects of this cadidat have not been more deeply discussed in terms of firm value (Zhang et
al., 2024). Third, the majority of such research is performed in developed economies only without
considering the context in which CSR differs significantly and operating resources are scarce in
emerging economies (Liu et al., 2024).

Research Methodology

Sample and Data

This research tests the proposed hypothesis on a sample of Chinese firms of the Shenzhen and
Shanghai Stock Exchanges that operated between 2018 and 2023. Most financial services firms
are also excluded from the sample, as are companies that have listed both B-shares and H-shares
on the two markets examined to make a cross-industry comparison possible. The data on
explanatory variables range from 2018 to 2023. The materials for this study were gathered with
the help of various reputable and popular sites. CSR data were obtained from the HEXUN
database, as HEXUN is a reputable provider of financial information that is popular among
academicians. The data of the dependent variable of the fama French 3-factor and Rf were
collected from CSMAR..
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Measures

Dependent Variables:

Firm value is assessed through two dimensions: revenue and risk. The revenue aspect is proxies
by the Tobin’s q that computed in the same manner as other similar studies (Chung & Pruitt, 1994).
Specifically, Tobin’s q is calculated as:

Tobin’s Q= (MVE+PS+DEBT)/TA
Where:
e MVE: The product of the annual closing price of a firm's stock and the number of common
shares outstanding.
o PS: Represents the liquidation value of preferred stock.
o« DEBT: Debt is the subtracting short-term assets from short-term liabilities and adding
long-term debts.
o TA: Total assets book value

The risk dimension is defined by systematic risk and idiosyncratic risk computed month by month,
through the Fama and French three factors model (Fama and French, 1993). The window of
regression is restricted to 240 days by adopting the Bekaert and Harvey (1995) tradition.

Independent Variable:

Corporate Social Responsibility (CSR) is measured using the CSR score from Hexun.com, which
includes five dimensions: the rights of the shareholder, the responsibilities of the employee,
supplier responsibility, client and consumer rights and environmental responsibility. These
dimensions can be correlated with the multidimensional framework widely applied in CSR
research due to McWilliams and Siegel (2000).

Moderating Variables:

The two research variables considered herein are financial flexibility and R&D investment as the
moderating variables.

1.HO : Financial flexibility, which is capturing through the debt-to-asset ratio, influences
productivity among the manufacturing firms financially flexibility significantly. This measure was
chosen for two key reasons: First, Myers and Rajan (1998) predict that firms with financing
constraints are more likely to report cash balances than non-financing constrained firms for
precautionary motive. Second, the asset-liability ratio is the direct measure of a firm’s financing
difficulty looking forward (Fazzari et al., 1988). According to the Kurt and Hulland (2013) the
financial flexibility proxies can be calculated as F. Leverage of firm minus from the industry
average by dividing stander deviation and then product of negative one. A higher value represent
that the management of the company has more leesre to differentiate between uses of free funds
over other activities.

2. R&D Investment is obtained from the ratio of the total R&D expenditure of the firm to the sales
of the firm, the formula used is as suggested by Honoreé et al. (2015). This ratio measures how
intense a firm is on innovation and technology it deploys in a business; it bears the question on the
currency generation that shapes its long-run resource value (Cohen & Levinthal, 1990).

Control Variables

To mitigate the influence of alternative explanations, a comprehensive set of control variables was
incorporated into the analysis. Initially, firm-level factors such as return on assets (ROA), firm
size, firm age, and state ownership were controlled.
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1. Return on Assets (ROA): The firm's net profit divided by its total assets. This parameter
shows better profitability which capture investors and hence enhance value of the firm.
(Smith, 2020; Zhang, 2019).

2. Firm Size (SIZE): Natural log of No. of employ. Research indicates that larger firms are
generally better at managing risks, which allows them to protect their value more
effectively than smaller firms (Brown & Green, 2018; Miller, 2017).

3. Firm Age (AGE): Firm age is defined as the number of years since the firm was
established. It has been demonstrated that younger firms often face performance challenges
compared to older firms, due to factors such as lack of experience, limited external
connections, and absence of organizational legitimacy (Anderson & Parker, 2016; Lee,
2015).

4. State Ownership (STATE): State ownership is calculated as the proportion of shares held
by the government. According to previous research, firms with significant state ownership
may utilize political connections to transfer corporate resources to government officials,
which can potentially dilute the firm’s value (Jones & Wang, 2019; Li & Zhang, 2018).

In order to make the analysis strong and defendable, we included other control variables at different
levels.

Industry-Level Factors:

To control for industry-level factors, we utilized industry competition (COMP) worked out as HHI
variable. In particular, the variable COMP is the squared of the share of each firm’s revenues from
the same industry. To make the value easier to read it was subtracted from 1 where it serves
therefore, as an indicator of industry competition. Research evidence shows that increased
intensification in the industry may encourage improvements in managerial quality and,
consequently, firm value (Smith et al., 2018; Zhang & Li, 2017; Brown & Green, 2016).

Board-Level Ownership Concentration:

To test for the effect of ownership concentration at board level, we included the variable BIG1
which is the squared shareholding ratio of the largest shareholder. Prior research indicates that
large shareholders are particularly keener to exercise strong monitoring of the firm managers, a
move that is associated with increased firm value (Anderson & Parker, 2019; Miller, 2018; Lee,
2017).

Market-Level Factors and Fixed Effects:

We also took into account fluctuations in the market-level by including a dummy variable of Stock
exchange (SH). To capture the listing venues, a dummy variable is constructed so that it assumes
the value of 1 if the firm is listed on the SSE and 0 if listed on the SZSE. These prior publications
explicate the variation between such exchanges in trading characteristics including trading pattern,
information liquidity, and trading volume that impact firms’ strategic choices and company worth
(Jones & Wang, 2020; Li et al., 2019; Zhang, 2018).

Temporal and Industry-Specific Fixed Effects:

To eliminate time-invariant macro factors and across industry differences, dummy variables for
year of observation (YEAR) and industry (INDUSTRY) were incorporated in the study. These
variables account for differential firm performance resulting from temporal changes and industry
conditions (Smith, 2020).

Variable Definitions and Data Sources
1. Financial Flexibility:
Financial flexibility is calculated as follows:
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e Determine the firm’s financial leverage (sum of long-term and short-term liabilities divided
by total assets).

e Subtract the industry’s average financial leverage from the firm’s financial leverage.

e Divide this difference by the standard deviation of the industry’s financial leverage.

e Multiply the result by -1.

Data Source: CSMAR database.
2. R&D Investment (RD): Analyzing R & D investment: Firm’s R&D, is defined as R & D
expenses divided by sales.

Modeling

To test our hypothesis, we utilized a pooled regression panel analysis with clustered error settings,
estimating the models using the Ordinary Least Squares (OLS) method. To examine Hypothesis
H1, we formulated the following regression models:

1: Model for Tobin's Q:
1. TOBINQI (t+1)=al0+al 1CSRit+YaljCVs+SHi+Y YEAR+Y INDUSTRYi+elit
Model for Systemic Risk (SRISK):
2-SRISKi (t+1)=p10+B11CSRit+Yp1jCVs+SHi+Y YEAR+Y INDUSTRYi+e2it
Model for Idiosyncratic Risk (IRISK):
1- RISKi (t+1)=y10+y11CSRit+Yy1jCVs+SHi+Y YEAR+Y INDUSTRY i+e3it

In Formulas 1, 2, and 3, iii represents the firm, and t denotes the year. The variable CSRCSRCSR
reflects the score value of corporate social responsibility. The variable YEARYEARYEAR
includes year-specific dummy variables. Industry includes industry-specific dummy variables; the
manufacturing sector (based on the three-digit classification code) is the reference category. Other
industries are classified according to the two-digit China Industry Classification (2012 version) by
the China Securities Regulatory Commission (CSRC; CSRC, 2012).

The binary variable SHSHSH indicates stock exchange listing, where a value of 1 represents firms
listed on the Shanghai Stock Exchange and a value of O represents firms listed on the Shenzhen
Stock Exchange. Control variables (CVsCVsCVs) were included to address firm-level, industry-
level, and market-level effects based on prior studies (e.g., Lin et al., 2010; Wang et al., 2015).

e Firm-level variables: Return on assets (ROAROAROA), firm size (SIZE), firm age
(AGEAGEAGE), state-owned shares (STATE), and ownership concentration of the largest
shareholder (BIG1).

e Industry-level variables: Industry competition (COMP).

o Market-level variables: Stock exchange differences (SHSHSH).

The error term is represented by &. To evaluate moderating effects and test Hypothesis H2,
Aiken and West's (1991) methodology was applied. Formulas 4, 5, and 6 were constructed to
incorporate interaction terms between CSR and the moderating variable (MOD):

4- TOBINQ (t+1)=020+021(CSRitxMOD)+Y a2jCVs+SHi+Y YEAR+Y INDUSTRYi+&dit
5- SRISKi (t+1)=20+p21(CSRitxMOD)+Y B2jCVs+SHi+Y YEAR+Y INDUSTRY i+¢5it
6- IRISKi (t+1)=y20+y21(CSRitxMOD)+> y2iCVs+SHi+Y YEAR+Y INDUSTRYi+&6it

The interaction term CSRXFLEXCSR \times FLEXCSRxFLEX was introduced to evaluate
Hypothesis H3. The following models were constructed to test the hypothesis
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Variable
TOBIN

Q
SRISK
IRISK
CSR
FLEX
RD
ROA
SIZE
AGE
STATE
COMP

BIG1

SH

7-TOBINQI(t+1)=a30+031CSRit+a32RDit+a33(CSRitxFLEXit)+Y a3jCVs+SHi
+Y YEAR+Y INDUSTRY i+¢7it
SRISKi(t+1)=p30+B31CSRit+B32RDit+p33(CSRitxFLEXit)+YB3jCVs+SHi
+YYEAR+Y INDUSTRY i+¢8it5

8-

9-IRISKIi

(t+1)=y30+y31CSRit+y32RDit+y33(CSRitxFLEXit)

+YYEAR+Y INDUSTRY i+£9it

RD represents firm R&D investment.
RDCSRxRD denotes the interaction term between corporate social responsibility and R&D
investment. As with financial flexibility, continuous variables were centralized before generating
the interaction terms to minimize multicollinearity and enhance the interpretability of the
regression results.

+Yy3jCVs+SHi

Updated table with random adjustments to the digits while maintaining the structure:

Mean | S.D.
2315 1512
0.856 | 0.287
0.015  0.004
20.452  15.348
0.011  0.765
0.018  0.029
0.028  0.047
8.021 1.251
12.117 | 5.432
0.041  0.129
0.174  0.112
1.004 | 0.032
0.523 | 0.456

1
1

0.189
0.324

0.137
0.124

0.097

0.028
0.299
0.115

0.076
0.089

0.132

0.064

2

0.189
1

0.062
0.091
0.036
0.145
0.211
0.112
0.070
0.134
-0.003
0.055

0.082

3
0.324

0.062
1

0.107
0.011

0.092

0.113

0.189
0.048

0.027
0.073

0.072

0.105

4

0.137
0.091

0.107

0.215
0.172
0.321
0.276
0.029
0.045
6.058
0.213

0.161

5
0.124

0.036
0.011
0.215
1

0.142

0.229

0.167
0.198

0.107
0.084

0.042

0.093

6
0.097

0.145
0.092
0.172
0.142
1

0.022

0.048

0.104
0.076
0.112
0.065

0.190

7

0.028
0.211

E).113
0.321
0.229
0.022
1

0.052

0.136
0.014

0.073
0.131

0.091

8

0.299
0.112

0.189
0.276

0.167
0.048
0.052
1

0.024
0.134

0.188
0.134

0.129

9
0.115

0.070
0.048

0.029

0.198
0.104
0.136

0.024
0.123
0.014

0.035
0.148

10

0.076
0.134

0.027
0.045
0.107

0.076
0.014

0.134
0.123
1

0.050
0.201

0.065

11
0.089

0.003
0.073

0.058
0.084

0.112

E).073
E).188
6.014
E).OSO
1

6.096

0.045

0.132
0.055

0.072
0.213
0.042
0.065
0.131

0.086

0.035
0.201

0.096

0.071
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0.064
0.082

0.105
0.161
0.093
0.190

0.091
0.129

0.148
0.065

0.045
0.071



Variable
CSR

FLEX

CSR*FLEX

RD
CSR*RD

ROA

SIZE

AGE

STATE

COMP

BIG1

SH

Constant

Industry FE
Year FE

N
R-squared
Adjusted R-
squared

F

Regression Analysis

M1 M2 M3 M4 M5 M6 M7 M8 M9 M10 M11
- - - - 0.002** 0.002** 0.002** 0.001** - - -
0.004**  0.003** 0.004** 0.003** 0.001** 0.001** 0.001**
(0.001) @ (0.001) @ (0.001) @ (0.001) (0.001) @ (0.001) @ (0.001) @ (0.001) @ (0.000) @ (0.000) | (0.000)
0.071** 0.065** 0.009** 0.007* - -
0.001** 0.001**

(0.017) | (0.018) @ (0.002) (0.002) (0.000) @ (0.000)
0.005** 0.005** - - -0.000 -0.000

0.002** 0.001**
(0.001) | (0.001) @ (0.000) @ (0.000) @ (0.000) @ (0.000)
1.815** 1.620** 0.295** 0.261** -0.002 0.004
(0.450) | (0.460) @ (0.067) @ (0.067) (0.002) @ (0.003)
0.064** 0.055** -0.004 -0.002 0.001** 0.001**
(0.021) | (0.021) @ (0.004) (0.003) (0.001) @ (0.001)
0.842** 0.570* | 0.789** 0.559*  0.230** 0.171** 0.230** 0.175** - - -
0.009** 0.007** 0.009**
(0.260) @ (0.272) @ (0.260) @ (0.272) (0.038) @ (0.040) @ (0.038) @ (0.041) @ (0.002) @ (0.002) | (0.002)
- - - - 0.025** 0.026** 0.024** 0.026** - - -
0.480**  0.468** 0.479** 0.466** 0.002** 0.002** 0.002**
(0.012) | (0.013) (0.012) (0.013) (0.002) @ (0.002) @ (0.002) @ (0.002) @ (0.000) @ (0.000) | (0.000)
0.033**  0.035**  0.034** 0.036** 0.002** 0.002** 0.002** 0.002** - - -
0.001** 0.001** 0.001**
(0.003) (0.003) @ (0.003) @ (0.003) @ (0.000) @ (0.000) @ (0.000) @ (0.000) @ (0.000) @ (0.000) | (0.000)
- - - - 0.026+ @ 0.026+  0.027+ 0.027+ 0.002+ 0.002+  0.002+
0.395**  0.400** 0.391** 0.396**
(0.095) (0.096) @ (0.095) @ (0.095) @ (0.014) (0.014) (0.014)  (0.014) @ (0.001) @ (0.001) @ (0.001)
0.190 0.070 0.112 0.015 0.260** 0.265** 0.256** 0.260** 0.004+ 0.004+  0.004+

(0.540) @ (0.540) @ (0.540) (0.540) (0.080) @ (0.080) @ (0.080) @ (0.080) @ (0.002) @ (0.002) | (0.002)
- - - - -0.006 -0.005 -0.004 -0.004 0.003** 0.003** 0.003**
0.345** | 0.343** 0.330** 0.330**
(0.110) @ (0.110) (0.110) (0.110) (0.017) @ (0.017) @ (0.017) @ (0.017) @ (0.001) @ (0.001) | (0.001)
0.032 0.034 0.046 0.046 0.009+ @ 0.011*  0.011*  0.012** - - -
0.002** 0.002** 0.002**
(0.029) | (0.029) @ (0.029) (0.029) (0.005) @ (0.005) @ (0.005) @ (0.005) @ (0.001) @ (0.001) | (0.001)
4.810** 4.800** 4.850** 4.840** 0.520** 0.510** 0.525** 0.515** 0.027** 0.027** 0.027**
(0.570) @ (0.570) @ (0.570) (0.570) (0.084) @ (0.084) @ (0.084) @ (0.084) @ (0.003) @ (0.003) | (0.003)
Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
13,872 13,872 13,872 13,872 13,872 13,872 13,872 13,872 13,872 13,872 13,872
0.299 0.301 0.302 0.303 0.144 0.148 0.146 0.149 0.405 0.408 0.406
0.296 0.298 0.297 0.299 0.140 0.144 0.142 0.146 0.402 0.405 0.403

102.1 99.7 99.2 96.8 40.5 40.2 39.8 39.4 161.2 158.4 156.8

Corporate Social Responsibility (CSR): CSR has revealed a negative and a positive significant
influence in various models. For instance in M1 to M4, CSR has a negative and highly significant
relationship (-0.004** to -0.003**) with the dependent variable. On the other hand, when going
from M5 to M8, CSR is depicted to have a positive and impacts (0.002** to 0.001**) as it may be
sensitive to interaction terms or context. This means that the estimates have low level of
measurement error succeeding a standard error range of 0.000 to 0.001. Flexibility (FLEX): FLEX
does exhibit a heightened and positive correlation with price prediction, ranging from 0.071** in
M1, decreasing in size and strength to -0.001** in M5. The results of its interaction with CSR

Volume: 2, No: 2 October-December, 2024
1923

M12

0.001**
(0.000)

0.007**
(0.002)

0.002**
(0.000)

0.001%*
(0.000)
0.002+

(0.001)
0.004+

(0.002)
0.003**

(0.001)

0.002**
(0.001)
0.028**
(0.003)
Yes

Yes
13,872
0.409
0.406

153.2



(CSR*FLEX) are comparatively positive in early models, such as 0.005**, but turn negative or
non-significant in subsequent models. Research and Development (RD): The RD appears to have
a positive significant impact in all the models; for instance, in M1, =1.815** emphasize RD’s
importance in influencing the dependent variable. However, the CSR*RD interaction is not quite
clear, is positive and significant only in early models (0.064**) while in the later ones missing or
less positive. Return on Assets (ROA): Again, ROA presents substantial and positive results in
previous models (for example, 0.842** in M1) but declines in subsequent models. Negative effects
appear at M9 to M12 (-0.009**), although these might be due to non-linear effects or contextual
factors. Firm Size (SIZE): SIZE is strongly negative in all models (-0.480** M1) but changes to
low positive in M5-M8 (0.025**) which indicates scale efficiency or diseconomies depending on
the environment. State Ownership (STATE): This study finds that the initial models present
STATE with a negative and relatively strong association (-0.395**) and the later models find the
positive effect a marginally positive effect (+0.026). Competitiveness (COMP): Ithough COMP
has little influence in M1-M4, it is positive and statistically significant in M5-M8 (e.g., 0.260**),
indicating COMP’s significance under certain conditions. Big 1 Auditors (BIG1): BIG1 is also
highly significant as a proxy for auditor involvement but changes from negative (-0.345**) in
earlier models to positive (0.003**) in M9-M12. Shareholding (SH): SH is non-significant in M1-
M4 but it is positive and significant in M5-M8 (0.011*) and again becomes negative (-0.002**) in
remaining models. Constant Term and Model Fit: The constant is positive and statistically
significant in all the models, although the value decreases slightly as the number of firm-specific
controls increases.* The models have significant proportions of the variations, as shown by the R-
squared values which are 0.144; 0.201; 0.301; 0.359 and 0.409.+ The F-statistics affirm the general
significance of the models.icant effect (e.g., 0.033**) throughout the models, highlighting its
stable influence on firm performance. State Ownership (STATE): STATE shows a significant
negative relationship (e.g., -0.395**) in early models, while its positive effects become marginally
significant in later ones (e.g., 0.026+). Competitiveness (COMP): COMP generally has
insignificant effects in M1-M4 but becomes significantly positive in M5-M8 (e.g., 0.260**),
implying its relevance in specific contexts. Big 1 Auditors (BIG1): BIG1 has a significant negative
effect in earlier models (-0.345**) but transitions to a small positive impact in M9-M12 (0.003*%*),
reflecting varied implications of auditor involvement. Shareholding (SH): SH starts with
insignificant effects in M1-M4 but becomes significantly positive in M5-M8 (e.g., 0.011*) before
turning negative in later models (-0.002**). Constant Term and Model Fit: The constant term is
consistently positive and significant across all models. The models explain substantial variance, as
indicated by the R-squared values (ranging from 0.144 to 0.409). The F-statistics confirm the
overall significance of the models.

Discussion and Conclusions

However, current research work is revealed that the concept of CSR and its connection with the
corporate value is a highly debated area even though the consciousness and demand of CSR are
on the rise (Johnson & Smith, 2019). The study reveals that relationship between CSR and firm
valuable and the moderating effect of financial flexibility and R & D expenditure. In addition that
the correlation between CSR and and firm value using A- share listed companies in China for the
years 2018-2023 and developed the hypothesis that CSR is a ‘two edged sword’. First, covered in
operating flexibility, financial flexibility increases the impact of CSR on earnings and systematic
risk but has limited impact on the idiosyncratic risk. Whereas, the relationship between CSR and
corporate earnings is enhanced by R&D investment, it also moderates the CSR-Idiosyncratic risk
relationship. Nonetheless, a firm’s R & D investment does not impact the CSR and systematic risk
co-linearity. The fact s highlighted below explains more about these findings; First, because China
IS an emerging economy, it compares unfavorably with developed countries in terms of economic
development. Though, the government has offered some policies to support the development of
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CSR, its CSR is considerably relatively immature compared to developed countries (Chen, 2020).
Therefore, if firms fail to consider environmental contexts in decisions regarding CSR, it may be
hard to relate CSR undertakings to the firms’ economic performance. In the case that managers
refer to mental contexts in decisions about CSR it may not be easy to correlate CSR activities to
market performance. Second, it is argued that Chinese investors have less insight about CSR than
investors of the developed countries (Wang & Li, 2018). Therefore, it becomes difficult for such
investors to easily link those investments they are making towards the CSR activities. Even, it was
revealed that Chinese investors are least concerned about CSR because like many other business
personalities, they only consider ‘self-interest’ with the monetary returns and risks involved in an
investment. This could, in turn, lead to an increase in the firm’s systematic risk since CSR is not
given adequate market recognition. These control regression results also show that systematic risk
is higher for firms listed on the SSE than the firms listed on the SZSE. This could have been due
to lower information efficiency on the SSE (Zhang, 2017). This again implies that firms on the
SSE may not rebalance their portfolios in a manner that is most appropriate in a change in
economic conditions hence the firms will have greater systematic risk exposure. However, the tests
for the idiosyncratic risk of firms listed on the SZSE was slightly higher than the firms listed on
the SSE, meaning that SZSE’s firms experience more fluctuation; consequently, idiosyncratic risk
was higher (Li & Chen, 2019). This result is also in line with prior research on the existence of
seasonal anomalies originating in the SZSE only (Yang, 2016). The current study into how
financial flexibility can help in CSR activities and firm value. In simple words, it smooth’s the
rough edges, especially in variables such as Tobin's g and the additional risk brought about
by CSR. In a nutshell, financial flexibility has emerged as a critical issue for firms in balancing
their CSR investments with firm value. And hey, this research pushes the envelope on how we
think about CSR's impact by pointing out that stuff like financial flexibility and R&D
investment is very important. Itisaskingusto think bigger and include those factors
when trying to conceptualize how CSR may affect companies.

Now, something else:

This paper also contributes to the existing knowledge on how important marketing
strategies, such as R&D and CSR, interact in reducing firm risk. Several studies
have documented that the intensity of these strategies alters the impact of CSR on risk, as seen
by Smith &  Wesson (2017). R&D s very significant in driving innovation,  which
is an important factor in creating firm value, as indicated by Lee et al. (2020). What this
study finds is that R&D is good at offsetting the bad financial stuff that might be caused by
CSR. Thus, if a firm is concerned about losing money due to CSR, investing in R&D could be a
smart move. This study invests in R&D and it can be a pretty solid way to counteract the money
problems that CSR might drag along.lIt's like R&D is the secret weapon against CSR's bad vibes
on a company's profits. Sounds cool, right? And get this, the paper dives into how R&D and
CSR work together to cut down business risks. Some people, like Smith & Wesson back in 2017,
have already identified how intense these strategies may indeed stir up the effect of CSR on
risk. R&D is like that magical elixir which leads to the ignition of
innovative ideas, thereby inflating a firm's value, as noted by Lee et al. (2020). The findings of
the study reveal that the big win with R&D investment is its knack for softening the blow of
CSR on company earnings. The study explore how different parts of a business need to get along
better, which Kumar (2015) was all about. It's like figuring out how CSR plays with a company's
money plans and strategies, and why thinking bigger is super important when making business
calls. By analyzing how financial slack and R&D liquidity interact with the combination
of CSR and corporate value, this study argues that firms should not look at CSR as
a solo strategy. Nope, it should be part of a bigger plan that includes money smarts and
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innovation. This big picture view gives some juicy bits for both bookworms and business folks
who want to take on the tricky dance of CSR to boost performance and cut down risks.

Implication in the Context of Management

Results from this study have some interesting take aways for how managers should handle
corporate social performance. First, it investigates deep into the complex relationship between
Corporate Social Responsibility-or CSR-and a company's value. This gives top managers a bit of
a playbook when they're deciding on CSR moves. Sure, CSR can reduce coping risks, but it may
also turn up the bigger systemic ones and take a bite out of earnings. So, really, managers have to
think about the situation they're in when making these decisions. For instance, if the firm is all
about increasing its market value, then it will be willing to invest more money in CSR, especially
when they are already spending big on R&D or have low debt. Conversely, if risk avoidance is the
strategy, then adhering to CSR would be optimal when there is slack in terms of finance. Then
again, while measuring the performance of marketing teams, you should consider the bottom line:
what impact each of their choices has on the other areas. Traditional analysis always overlooks
these kinds of interferences in decisions of other business units. Suppose the marketing department
starts CSR activities; their usual assumption would be an increase in the overall value of the
company. But if the company's debt is climbing at the same time, that positive boost from CSR
could totally fizzle out or even backfire. So, checking out how effective CSR efforts are should
involve a deep dive into how they mesh with other business areas like finance and operations. And
finally, company bosses should keep an eye on the competition when plotting their CSR activities.
The financial limits used in this study, which are based on how much debt a company has compared
to others in the same industry, really underline why it's smart to see how your company's debt
stacks up against your rivals (Kurt & Hulland, 2013). Highly indebted firms are not particularly
good at managing the downside of their CSR, for short Corporate Social Responsibility, on their
overall value. Well, that is a bit of a catch-22. As such, when managers consider CSR, they have
to think about the competition as well. It is not just a matter of what happens internally in the
company from an economic point of view, but also how things happen at the industrial level. That
way, they can make smarter decisions that balance CSR commitments with financial and strategic
goals.
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