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NEXUS BETWEEN CORPORATE
SOCIAL RESPONSIBILITY DISCLOSURE
AND STOCK RETURNS OF RUSSIAN FIRMS

Purpose: The objective of this study is to assess whether the quality of sustainability disclosure has
any effect on the stock returns of Russian firms.

Methodology: This study collects data from the 140 annual and sustainability reports of 23 Russian
firms for the period 2013-2019. The study estimates corporate social responsibility (CSR) score based on
the content analysis of the reports on the following dimensions: community contribution, environmental
impact, employee relations, and provision of social products and services. Descriptive statistics, correla-
tion analysis, and ordinary least squared regression were used to examine the nexus between CSR score
and stock returns.

Findings: No statically significant relationship was observed between CSR disclosure and stock re-
turns of Russian firms. Though, the study documented a tremendous increase in the volume, as well as
the quality of CSR disclosures over the sample period. This finding suggests that Russian firms are driven
by other reasons for improving disclosure of sustainability practices other than variation in stock prices.
The study also reports a statistically significant relationship of CSR disclosure with other variables uti-
lized in the model, particularly total assets, return on assets (ROA), and leverage.

Practical Implications: The study has several practical and theoretical implications. The findings of
the study motivate the managers to improve the content of disclosed information, and for policymakers
by providing criteria to assess the completeness and quality of disclosures, thereby indirectly enchasing
more CSR initiatives and bringing social good.

Originality/value: The study pictures the evolvement of CSR disclosures over the most recent seven-
year period, including the years of the increased popularity of sustainability practices. Russian market
presents an interesting case for the research of CSR due to its post-communist background which shaped
a unique set of societal values. The study extends and contributes to prior literature in understanding the
evolvement of the role of CSR for Russian firms.

Key words: CSR, environment, society, community, contribution, stock returns.
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KopriopatuBTi 9AeyMeTTiK XkayarnkepLuiAiKTi ally apacblHAAFbl 6aMAaHbIC
)KoHe peceiAiK KOMMaHUSAAPAbIH, aKLLMSIAQPbIHbIH, KipiCTiAiri

MakcaTbl: TypakTbIAbIK, TYpaAbl aknapaTTblH, canacbl pecerAik mpmMarapAblH KOp KariTapbiMbiHa
KaHAaM Aa Gip acep eTeTiHAIrH Garaaay.

oaicteme: bya 3epTtTey 2013-2019 xbiasap ke3eHiHAe 23 peceiAik rpMaHbiH, 140 XKbIAABIK KoHe
TYPaKTbIAbIK, TYpaAbl ecenTepiHeH MaOAIMETTEp XXMHaMAbl. 3epTTey ecenTepAiH MasMyHABIK, TaAAQYbl
Heri3iHAe KOprnopaTMBTI 8AeYMETTIK >KayarnkepLuiAikTiH (KOXK) ynaibiH keaeci eawemaep 6oiblHLLIA
Haranaiiabl: KOFAMAACTbIKTbIH YAECi, KOpLUuaraH opTaFa acepi, KbI3METKEPAEPMEH KapbIM-KaTblHAC
JKBHE 9AeYMETTIK OHIMAEP MeH KbI3MeTTepAi YCbiHy. CTaTUCTMKAABIK, CTAaTUCTUKA, KOPPEASILMSABIK,
TaAAQy >KeHe KaparmairbiM KBaapaTTblK, perpeccns KOXX ynaibl MeH KOp KanTapbiMbl apacbiHAAFbl
6aliAaHbICTbI 3epTTey YLUiH NaiAaAaHbIAAbI.

HoaTtuxenep: KOX-Hbl awy MeH pecenAik dmrpMarapAblH, akLMSIAApbIHbIH, KiPIiCTIAIN apacbiHAQ
CTaTUCTMKAABIK, MaHbI3AbI 6arAaHbIC 6alKaAMaAbl. 3ePTTeY KOAEMIHIH YAFAIObIH, COHAAM-aK, TaHAAAFaH
keseHAeri KO>K albIAybIHbIH, canacbiH Ky>aTTaabl. Bya Ty>XbIpbiM peceiiaik domrpMarapAbl akumsAap
GaracblHblH, ©3repyiHeH 6acka, TypaKTbIAbIK, TXipubeciH alwyAbl >KakcapTyAblH, 6acka cebentepi
KO3AbIPaAbl Aern 6oAXKaiAbl. 3epTTey COHbIMeH KaTap KOXK alyAbiH MOAEAbAE KOAAAHBIAATBIH 6acka
aHbIMAAbIAGPMEH, aTan aMTKAHAQ >KMbIHTbIK, aKTUBTEPMEH, aKTUBTEPAiH KipicTiairiveH (ROA) >xeHe
AEBEpPEAXXMEH CTAaTUCTMKAABIK, MaHbI3Abl 6aiAaHbIChl TypaAbl XxabapAaniAbl.
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[NpakTrKaAbIK, HOTMXKEAepi: 3epTTeyAiH OipHelle NpakTUKaAbIK >X8He TEOPUSIAbIK, MaHi Oap.
3epTTeyAiH HeTMXeAepi MeHeAXKEPAepAl allbIAFaH aKnapaTTbiH Ma3MYHbIH >KaKCapTyFa, aA casgcar
>KacaylblAap YLWiH allbIKTbIKTbIH TOABIKTbIFbl MEH carnacbiH Gararay KpUTEPUIAAEPIH YCbIHY apKblAbl
bIHTAaAQHAbIPAAbI, OCbiAdMlIa >KaHama Typae KOXK 6actamasapblH Ke6ipek Kbi3bIKTbIPaAbl >KOHE
BAEYMETTIK XKAKCbIAbIK, SKEAEAI.

TynHycKaAbIK, / KYHABIAbIK: 3€PTTey COHFbl XKETi XKbIAAbIK, KE3EHAET|, COHbIH, ilLIHAE TYPaKTbIAbIK,
ToXIPMOECiHIH TaHbIMAAABIAbIFbI apTKaH XXbiAAapAarbl KOXK allibiAyAapbiHbiH AaMybiH OEMHEAENA.
Peceit HapbIFbl 9AEYMETTIK KYHABIAbIKTAPAbIH epeKLe XXUbIHTbIFbIH KAAbINTACTbIPFaH MOCTKOMMYHMCTIK
Herisre 6arAaHbiCTbl KOXK 3epTTeyi yuliH KbI3bIKTbl XXaFAai yCbiHAAbl. 3epTTey pecenAik dpupmasap
ywin KOX peaiHiH AaMybIH TYCiHyre aAAbIHFbI 8Ae6MeTTepre yAeC KOCaAbl.

Ty#in ce3aep: KOX, kopluaraH opTa, KOFaM, KOFaMAACTbIK, XKapHa, KOp KanTapbiMbl.

A. OpasaeBa, M. ApcaaH

Yhusepcuter KMM3II, KaszaxctaH, r. Aamatbl
*e-mail: assem.orazayeva@kimep.kz

B3anmocBs3b MeXAy pacKpbiTUeM KOPNOPaTUBHOM COLLMAALHOI OTBETCTBEHHOCTH
U AOXOAHOCTbIO aKLIMI POCCUMCKUX KOMMaHUI

LleAb AQHHOIO MCCAEAOBAHMSI — OLEHWTb, BAMSIET AWM KauyeCTBO PaCKPbITUS MHQopmauumn o6
YCTOMYMBOM Pa3BUTUM HA AOXOAHOCTb aKLMIM POCCUMCKMX KOMIMaHUN.

MeTtoaoAormns: B AAHHOM MCCAEAOBaHUM COOPaHbl AaHHbIE M3 140 roAOBbIX OTYETOB M OTHYETOB 00
YCTOMYMBOM PasBUTUM 23 POCCUIACKMX KOMMaHmi 3a nepuoA 2013-2019 rr. B nccaepooBaHUM pAaeTcst
OLleHKa KOpropaTMBHOM coumaabHoi otBeTcTBeHHOCTH (KCO) Ha oCHOBe KOHTEHT-aHaAM3a OTYeTOB
Mo CAEAYIOLMM MapameTpam: BKAAA COOOLIECTBA, BO3AECTBME HA OKPYXKAIOLLYIO CPEAY, OTHOLLIEHUS
COTPYAHUKOB UM MPEAOCTABAEHME COLIMAAbHbIX MPOAYKTOB U YyCAyr. OnucaTeAbHas CTAaTUCTUKA,
KOPPEASLIMOHHbIN aHaAM3 M 0BblYHAs Perpeccmsi MEeTOAOM HaMMEHbLIMX KBAAPATOB MCMOAb30BAAMCH
AAS M3ydeHuns cBsidn MexAy oueHkon KCO 1 AOXOAHOCTbBIO akLMiA.

Pe3yabTatbl. CTaTUCTMUYECKM 3HAUMMOM CBA3U MeXXAY packpbiTemM KCO 1 AOXOAHOCTBIO aKLMi
POCCHMICKMX KOMIMaHMiA He HabAloAaeTcs. TeM He MeHee, MCCAeAOBaHUE 3apMKCMPOBAAO 3HAUUTEABHOE
yBeAnyeHre o0bema, a TakxKe KadyecTtBa packpbitna nHgopmaummn o KCO 3a neproa BbIOOPKM. ITO
HabAIDAEHME CBUAETEALCTBYET O TOM, YTO POCCUICKME (DUPMbI PYKOBOACTBYIOTCSI ADYTMMM MPUYMHAMM
B YAYULUEHWMM PACKPbITMS MH(OPMaLIMM O METOAAX YCTOMUMBOIO PasBMTUS, MOMMMO KOAeBaHMit LeH
Ha akummn. B nccaepoBaHMmM Takxke COOOLIAETCS O CTATUCTMUYECKM 3HAYMMOM B3aMMOCBSI3N PACKPbITUS
nHpopmaumm o KCO c Apyrrmm nepemMeHHbIMM, UCMOAb3YEMbIMU B MOAEAM, B YAaCTHOCTM, COBOKYMHbIMM
aKTMBaMM, peHTabeAbHOCTbIO akTMBOB (ROA) 1 KPEAMTHBIM MAEUYOM.

[MpakTnyeckoe 3HaueHue: UCCAEAOBaHME MMEEeT HECKOAbKO MPAKTUYECKMX U TeopeTUYeCcKMX
3HauveHuin. Pe3yAbTaTbl MCCAEAOBaHMS MOOYXXAQIOT PYKOBOACTBO KOMMAHUM YAyYILATb COAEp>KaHue
packpbiBaeMoOr MHOPMALMK, @ 3aKOHOAATEABCTBO — MPEAOCTABAITh KPUTEPUU AAS OLLEHKM MOAHOTBI
M Ka4yecTBa pacKpblBaemor MHMOPMaLMn, TEM CaMbiIM KOCBEHHO MOAAEPXXMBasi BOAbLLE MHULMATUB
KCO v npuHocs o6wecTBeHHoe 6Aaro.

OpUIrMHaAbHOCTb / LEEHHOCTb: MCCAEAOBAHME OMMCbIBAET 3BOAIOLMIO PACKPbITUS MHGOPMALMK O
KCO 3a nocrepAHUI CEMMAETHUIA MEPUOA, BKAIOYAS FOAbI POCTA MOMYASPHOCTU METOAOB YCTOMUMBOIO
pasBuTUS. POCCMIMCKMIA PpbIHOK MPEACTaBASIET COBO0M MHTEPECHDBIN CAyYan AAs nccaepaosarms KCO B
CBSI3M C €ro MOCTKOMMYHMUCTUYECKMM MPOLLAbIM, COOPMMPOBABLLMM YHUKAAbHbIA HAbOP COLMAAbHbIX
LeHHocTen. MccaepoBaHME AOMOAHSET MPEALIECTBYIOLLYIO AUTEPATYPY M CMOCOOCTBYET MOHMMAHMIO
pa3Butng poarn KCO AAS pOCCUIACKMX KOMMAHUIA.

Karouesbie caoBa: KCO, okpykaiowiasi cpeaa, 00WecTBo, COOOLWECTBO, BKAAA, AOXOAHOCTb aKLWA.

Introduction

Corporate Social Responsibility (CSR) is
an important topic in today’s global business
agenda. With emergence of CSR, rules of business
environment are changing by expanding firm’s
focus from merely shareholder value maximization
to bringing social good. CSR encourages firms to
go beyond legal and economic requirements and
engage in the activities which are beneficial to the
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environment and society, while avoiding operations
with harmful consequences to external stakeholders
(Miska et al., 2013). Growing number of firms
globally are now approaching sustainability in the
framework of 17 Sustainable Development Goals
(SDGs) set by United Nations (UN) in 2015 as part
of its 2030 agenda for sustainable development for
both developed and developing countries, aimed at
decreasing poverty, improving health and education,
as well as promoting equality, and economic
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growth. Though strengths of CSR initiatives are not
uniform around the world, there has been a dramatic
shift towards sustainability reporting globally in
recent years, with 80% of companies worldwide
reporting sustainability according to KPMG Survey
of Sustainability Reporting (2020). Increased
regulations and laws were named among the
drivers of such growth, accompanied by improved
understanding of the importance of the power of
CSR on corporate performance and value.

This study is aimed to address the call for CSR
research on markets beyond Anglo-Saxon economies
(e.g. El Ghoul et al., 2011). Developing countries
and transitional economies present a compelling
case to study CSR due to different perception of
the role of the businesses in the society, weaker
power of citizens and shorter history of financial
markets. As argued by Salaber (2007), country’s
culture and religion also shape perceptions of CSR.
Furthermore, importance of the relationship between
businesses and local communities intensifies in poor
institutional environment characterized by low
social security (Kelchevskaya et al., 2017). Global
trends show that CSR is on its way, with increasing
number of firms admitting the importance of CSR
to business development and survival. In particular,
the focus of this study is Russia, world’s important
economic and political player, a country with unique
set of cultural values influenced by unique historical
background.

Along with other post-communist countries who
experienced transition to market economies, Russian
firms faced conflicting pressure regarding their
role in the society (Iankova, 2009). While carrying
extensive welfare functions during socialism,
transition to market economy dictated reduction in
social programs. The country entered difficult time
of economic transition, where reforming social
policies, except for unemployment, was at the
bottom of the agenda. However, two decades later,
global trend towards increasing sustainable practices
makes Russian firms to reconsider delivering
social good. As noted by Glebova et al. (2013), the
understanding of the importance of CSR practices
by Russian firms is growing. This is mainly driven
by increased desire by national firms to get foreign
investment, regional operations expansion, and
the development of powerful corporate entities.
Furthermore, the perception of CSR by Russian
firms is gradually changing, extending beyond
merely satisfying minimum federal requirements.

This study particularly focuses on the quality
of the disclosed information in CSR reports.
CSR disclosures present an important tool to

communicate firm’s CSR initiatives and their impact
on stakeholders. Various studies applied different
metrics to assess quality of CSR disclosures,
though main dimensions such as environment,
human resources and social community appear
more frequently in the literature (e.g. Jizi et al.,
2016; Handiyono et al., 2017). The objective of this
study is to assess whether quality of sustainability
disclosure has any effect on the stock return of
Russian firms. The initial expectation is finding
positive relationship between these variables based
on the view that increased disclosure contributes
to reduced information asymmetry, lower risk and,
thereby, higher market valuation.

Contrary to the initial expectation of this study,
no statically significant relationship was observed
between CSR disclosure and stock returns of Russian
firms. Though, this study documented tremendous
increase in the volume, as well as the quality of
CSR disclosures over sample period. This finding
suggests that Russian firms are driven by other
reasons for improving disclosure of sustainability
practices other than variation in stock prices. The
study also reports statistically significant relation
of CSR disclosure between other variables under
examination, particularly total assets, ROA and
leverage.

The study extends and contributes to prior
literature by documenting the relationship
between CSR disclosure and stock returns through
investigating the unique context of Russian market.
Most of existing studies have investigated the effect
of CSR on other variables such as cost of equity (e.g.
Kelchevskaya et al., 2017). In addition, the study
explores the evolvement of CSR disclosures over
most recent seven-year period, including the years
of increased popularity of sustainability practices.

Literature review

CSR presents an exciting field for modern
research, however defining CSR construct is an
obstacle, as no uniform definition exists (Barnett,
2007). CSR is a comprehensive concept, taking
knowledge from different areas, including sociology
and economics (Cini & Ricci, 2018). Furthermore,
due to its relative novelty, CSR concept has been
evolving during the last decades from its first
discussion in Harvard Law Review paper published
in 1930s (Malik, 2015). CSR could be defined from
the perspective of firm’s behavior towards different
stakeholders (Cooper, 2004), or from the view of
firm’s social, environmental, political, economic and
ethical actions (Devinney, 2009). CSR has grown on
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the foundation that businesses are part of a larger
society, thereby having responsibilities extending
beyond profit maximization. Furthermore, belief
that firms should compensate for causing negative
environmental and social impact has fueled growth
of CSR popularity (Kolk, 2003).

There is no consensus on the effect of CSR
on financial performance as demonstrated by
mixed results of previous studies, though positive
relationship is found more frequently in the
literature. For example, Waddock and Graves (1997)
observed “virtuous circle” between corporate social
and financial performance, arguing that causation
occurs in both ways. In particular, authors suggested
that better social performance can improve financial
performance, as well as better financial performance
can result in higher social performance, or in other
words, a firm can do well by doing good and do
good by doing well.

Jiao (2010) also supported positive impact of
CSR on financial performance. By constructing
stakeholder welfare score which quantifies level
of meeting expectations of external stakeholders,
positive impact was observed on the market
value indicators of firm performance. The authors
concluded that stakeholder welfare could be
viewed as an intangible asset of the firm such as
reputation and human capital, thereby contributing
to shareholder wealth. This finding is consistent
with the results of literature analysis by Beurden
and Gossling (2008) and meta-analysis Orlitzky
et al. (2003) who documented overall positive
relationship.

Jizi et al. (2016) examined the effect of CSR
disclosure on stock prices of financial institutions
following the years of 2007 financial crisis. The time
period of eroded investor trust was selected to assess
CSR importance. Interestingly, they found that high
quality content of CSR disclosure is appreciated
by investors, as demonstrated by improvement of
banks’ market prices. This is consistent with the
argument of Richardson et al. (1999) that CSR
disclosure decreases future cash flow uncertainties
and improves market value.

On the contrary, negative link between social
performance and UK stock returns was reported by
Brammer et al. (2006), supporting the argument that
expenditures on CSR activities divert shareholder
value. Lower returns were also suggested to be
a result of investor altruism, characterized by
willingness to forgo returns on morally fulfilling
stocks. Another explanation of lower returns was
suggested to be a result of penalizing for excessive
engagement in some CSR activities. The study
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emphasized the importance of examining different
dimensions of CSR separately due to their varying
impact on corporate performance.

There is a growing number of studies which
examined the impact of CSR initiatives on different
variables with focus on Russian market. For example,
Kelchevskaya et al. (2017) on the basis of 18 Russian
firms for the period from 2004-2014 observed that
increased CSR disclosures has a positive impact on
investment attractiveness through reduction of the
cost of equity, with varying degree of this effect
from the type of disclosed information. Glebova et
al. (2013) analyzed content quality of 7 strategically
important Russian companies and determined
several attributes inherent to Russian non-financial
reporting, including sectorial differences, free-form
presentation, lack of supporting figures to evaluate
commitments, and gradual expansion of disclosed
indicators.

This study contributes to prior literature
by evaluating the impact of the quality of CRS
disclosure on the stock returns of Russian firms.
To our knowledge, existing studies are limited in
examining such relationship, especially in Russian
context. In addition, they relied on a time horizon
which did not capture recent trends of international
growth in CSR disclosures. Prior research on other
markets showed no conclusive evidence on the
link between CSR and firm performance, thereby
evoking interest to examine the relationship in case
of Russian market. This study takes the view that
CSR initiatives enchase shareholder value, which
received wide acknowledgment in prior literature,
with main hypothesis stated as follows:

HI: CSR disclosure has a significant effect on
the stock returns of Russian firms.

Methodology

Data

The study examined the contents of 140 annual
and sustainability reports which were published by
23 Russian firms for the period 2013-2019. The
sampled firms represent constituents of the Moscow
Exchange Russia Index that is composed from
the most liquid stocks of the largest issuers from
different sectors of Russian economy. Initial sample
of the examination included 40 firms, components
of the index, however, due to the unavailability of
historical data on financials and lack of disclosure
of sustainable practices required for the purpose of
this study, the final sample was decreased. It is also
believed that selected seven-year period highlights
the trend of the development of CSR disclosure
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in Russian economy, including capturing modern
global shift towards increased CSR reporting and
accountability, thereby enchasing understanding
of the importance of sustainability practices for
firms operating in this country. Financial data of the
firms was obtained from Eikon-Refinitiv database,
while CSR disclosures were searched for in annual
reports or, if available, standalone sustainability
reports which were publicly available on the firms’
corporate websites.

Model Specification

This study applied ordinary least squared (OLS)
regression model to test the impact on CSR disclosure
content on stock returns. This is a common method
used in prior studies which investigated impact of
non-financial information on different dependent
variables such as stock price crash risk, returns and
other (see Handiyono et al., 2017; Jizi et al., 2016).
To run the regression, EViews statistical software
was employed. The equation testing the relationship
is specified as follows:

CRSD,=a+ bR, +bInT4 +
+b,Llew +b,ROA + ¢, Q8

where R, stands for period return of i firm in a ¢
period, CRSD is a CRS disclosure score, In74 is a
natural logarithm of total assets denoting firm’s size,
Lew 1is a ratio of total debt over total assets, ROA is
calculated as net income over total assets, ¢, presents
an error term.

CSR Score

The CSR score was estimated by assessing
content of CSR reports in the following steps.
Firstly, categories and sub-categories for assessment
of CSR disclosures were identified. In particular, the
following four categories were adopted from Jizi et
al. (2016): Community contribution, Environment,
Employees, Social productsand Services. Community
contribution category includes evaluation of the
disclosure of charity activities of the firm as well as
firm’s contribution to the achievement of sustainable
agenda set by UN; Environment category refers
to the disclosure of the environmental policies in
place, pollution from operations and mitigation
of hazardous environmental impact; Employees
category refers to the disclosure of equality in the
workplace, professional training, social benefits,
health and safety; Social products and services refers
the disclosure of social investment activities, such
as regional infrastructure development and minority
support, as well as client service experience.
Secondly, key words for each sub-category were
defined. Thirdly, the disclosure of sustainability

practices was searched for on the corporate websites.
Then, table content of the document containing CSR
information was analyzed to identify the placement
of CSR categories. Key words were utilized in order
to find the mentioning of CSR sub-category, with
following careful reading and assessment of the
disclosed content on the grading scale described in
the following paragraph.

The study applied the following grading scale
for estimating CSR score. A maximum of 5 points
was given for each of the four categories, giving a
total of 20. Three points was granted for presence
of detailed discussions, though not supported by
real figures. Poor disclosure which included just
mentioning the issue in a few sentences was given
a half point. In case of quantitative disclosure
provided, additional point was awarded, with one
additional point given for the period-to-period
comparison. Each sub-category was given an equal
weight within a category. Total disclosure score
was calculated as the sum of the points given for
each of the four categories divided by the maximum
achievable score.

Stock returns

This study is concerned whether quality of
CRS disclosures has an effect on stock returns.
The underlying assumption is that CRS disclosure
contributes to reduction of information asymmetry
and uncertainty of future cash flows, causing lower
risk and improved stock performance (Pava &
Krausz, 1996). To calculate stock price change,
simple return formula was applied which presents
the difference between two consecutive prices
divided over initial price (Zhang et al., 2010).
Average annual returns are used in the model.

Control Variables

Fundamental firm characteristics such as firm
size, leverage and profitability were applied as
control variables to test the hypothesis of this
study. In particular, firm size is proxied by natural
logarithm of total assets, leverage is measured as a
ratio of total debt to book value of assets, and return
on assets (ROA) stands for profitability.

Results and Discussion

Content-Analysis and Descriptive statistics

CRS disclosure was evaluated for the firms
which represent different sectors of Russian
economy, including: Metals & Mining (7), Oil &
Gas (6), Telecommunications (2), Retailing (2),
Banking services (2), Chemicals (1), Utilities
(1), Machinery (1) and Passenger Transportation
(1). Firms have different approaches towards the
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disclosure of their sustainability practices. While
some firms presented stand-alone CSR reports,
others included sustainability disclosure as part
of the annual report. In addition, few firms which
chose reporting sustainability in the annual report,
provided additional documents with disclosure
of environmental or social practices, covering
environmental or human resource aspects of CSR,
respectively. There were also cases when the firm
switched from disclosing of CSR activity in the
annual report to producing stand-alone sustainability
report. Most firms followed global recognized
practices in disclosure presentation, with most recent
UN agenda of 17 SDGs gradually incorporated by
some of them.

Coverage in CSR reports was generally higher
compared to sustainability section in annual reports, as
could be demonstrated by the average number of pages
devoted to CSR. In particular, average CSR report
for 2013-2019 period was 134 pages in length, while
sustainability section in annual report took on average
only 25 pages. However, interesting observation is
that in both cases number of pages devoted to CSR
experienced tremendous increase over time as shown
in Figure 1. In 2019, average number of pages in CSR
reports increased from 100 to 162 pages, or by 61%
compared to 2013. Sustainability section in annual
reports increased from 17 to an average of 40 pages in
2019, which represent an increase of 137% compared
to the base year of the examination.

Figure 1 — Average number of pages of CSR disclosure

Note — compiled by authors

Descriptive statistics for the sample under
examination is presented in Table 1. The average
CSR score for the period of this study is 0.78 points,
with the lowest and highest average scores observed
in 2013 and 2019, respectively. This observation
implies that recent global trend towards growth in
sustainability practices, as well as increased CSR
reporting, is also seen in Russian market.

In respect of the other variables, average total
assets experienced gradual increase from 2013,
reaching 4.5bln in 2019. Average stock return has
positive value of 14%, with the highest return
observed in 2016, and the lowest one in 2017. Firms
also delivered positive average return on assets
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during all the years under examination. Leverage
measured as a ratio of Debt to Total Assets stayed
almost at the same level of 35 through 2013-2019
period.

Correlation matrix and regression results

Table 2 presents correlation matrix for the
variables under examination, with no significant
correlation documented, suggesting that multicolli-
nearity of variablesisnotanissue for the sample ofthis
study. Low collinearity was supported by Variance
Inflation Factor (VIF) test, showing coefficients
close to 1 (Gujarati, 2003). Heteroskedasticity test
was also performed, observing Durban-Watson
statistics of 1.012.
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Table 1 — Descriptive Statistics

L CSR Category Total CSR | Total Assets, Stock
Description cC E HR SI Score in min RUB | return, % ROA D/A
Mean
2013 0,73 0,91 0,63 0,62 0,72 3055775 4% 6,6 39,8
2014 0,81 0,91 0,68 0,63 0,76 3821398 4% 1,4 37,7
2015 0,77 0,93 0,71 0,69 0,78 4266 499 39% 6,6 39,7
2016 0,77 0,94 0,75 0,68 0,79 4020 605 41% 12,0 35,7
2017 0,80 0,96 0,79 0,62 0,79 4 385 832 -3% 8,4 33,0
2018 0,79 0,93 0,78 0,67 0,79 4336 369 1% 8,6 34,5
2019 0,84 0,95 0,79 0,72 0,83 4507 085 12% 10,8 32,5
Mean 2013-2019 0,79 0,93 0,74 0,67 0,78 4086 531 14% 8,0 35,9
Max 2013-2019 1 1 1 1 0,96 31197 500 188% 55 89
Min 2013-2019 0 0 0 0 0,43 126 252 -93% -9 3
Std. ]3%‘;'92013- 0,18 0,15 0,15 0,23 0,12 7 024 586 0,40 9 21
Note — compiled by authors
Table 2 — Correlation matrix
Variables VIF CSR score D/A LnTA ROA Stock Return
CSR score 1.021 1
D/A 1.554 -0,038
t-statistics -0,444
Ln TA 1.564 0,329 -0,552 1
t-statistics 3,094 -7,779
ROA 1.127 0,250 -0,137 -0,158 1
t-statistics 3,033 -1,626 1,874
Stock Return 1.021 0,041 -0,009 -0,043 0,143 1
t-statistics 0,482 -6,115 -0,513 1,691
Note — compiled by authors

The regression results are presented in Table
3. Contrary to the initial expectation of the study,
the statistical significance of the relationship
between stock returns and CSR is not observed.
This suggests that there is no award of higher stock
prices for the disclosure of sustainability practices
in case of Russian market. Though content-analysis
presented in previous section showed a substantial
growth in CSR disclosure over time, stock prices

cannot be named among the purposes of this trend.
This finding is contrary to the base study by Jizi
et al. (2016) who observed positive statistically
significant relationship of CSR disclosures and stock
returns of U.S. based commercial banks. However,
prior studies by Alexander and Buchholz (1978)
and Murray et al. (2009) failed to observe statistical
significance between CSR and stock returns similar
to this study.
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Interestingly, statistical significance between
CSR disclosure was observed between other
variables under examination. In particular,
CSR exhibits positive statistically significant
coefficient with ROA, in line with Simpson and
Kohers (2002) who observed positive relationship
between CSR and Financial Performance. In
addition, statistically significant relationship
was observed between CSR and total assets,
implying that firms’ eagerness to devote efforts

Table 3 — Regression results

and resources to sustainability practices increases
with size. Finally, positive relationship between
CSR disclosure and the level of debt was
observed. This observation could be explained by
the results of the prior study by Kelchevskaya et
al. (2017), who reported lower cost of equity for
firms with higher quality of CSR disclosure on the
basis of Russian market. Our result implies that
firms utilize opportunity of lower cost of funds,
increasing the level of debt.

Variables Coefficient Std. error t-statistics
C 0,054 0,114 0,474
Stock Return 0,005 0,023 0,197
LnTA 0,444* 0,007 6,246
ROA 0,005* 0,001 4,924
D/A 0,002* 0,001 3,623
R-squared 0,273
Adjusted R-squared 0,251
Sum squared resid. 1,522
F-statistics 12,656
Notes: 1) * indicates significance at 1% level
2) compiled by authors

Conclusion

This study aims to examine whether CSR
disclosure contributes to the wvariation in stock
returns. Contrary to initial assumption of the study,
no statistically significant relationship was observed
on the basis of Russian market. This result is in
line with prior studies by Alexander and Buchholz
(1978), Murray et al. (2009), however, contrary to
the one obtained by Jizi et al. (2016), whose research
model was adopted for the purposes of this study.
This study suggests that Russian firms are driven
by other purposes other than stock prices, for the
disclosure of CSR practices. Positive statistically
significant coefficients were found between CSR
disclosure and financial variables.

In addition to the main objective of this study,
several other observations regarding the evolution
of the content of CSR reports of Russian firms were
made. Firstly, disclosure of CSR activities increased
significantly over 7 years periods of examination,
as demonstrated by the growth in the number of
pages and CSR scores. Environmental aspect is the
one which receives the highest coverage in firms’
reports, followed by community contribution, human
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resources and social investment. Improvement of
CSR disclosure of stand-alone firms is vividly seen
from the expansion of the aspects disclosed, as well
as more detailed disclosures supported by figures
and year-to-year comparisons. Firms switching from
merely reporting sustainability practices as part of
a small section in annual report to producing CSR
report wholly devoted to sustainability activities was
also documented. Russian firms also construct the
reports following the global recognized practices,
with most recent UN agenda of 17 SDGs gradually
incorporated.

The study is limited to the number of firms
available for examination due to unavailability of
historical financial data as well as disclosure data. In
addition, further research can extend the number of
variables used in model specification. Still, the study
could present an interest to policymakers and firms’
management of Russian firms by bringing additional
evidence on the effect of CSR on valuation and firms’
financials. In addition, presented content-analysis
of the reports opens a curtain for further research
to suggest underlying reasons of improved CSR
disclosure other than for the purposes of increased
stock returns.



A. Orazayeva, M. Arslan
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