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Abstract

Purpose: This research aims to empirically investigate theéivation of corporate voluntary disclosure by explgrthe impact of historical loss
on corporate social responsibility disclosure (CSR®sear ch design, data, and methodology: This paper takes Chinese A-share listed firms
that issued standalone social responsibility reptuting the period of 2009-2017 as a sampleawing on extant literature, this paper defines
historical loss firms as firms with net profit greathan or equal to 0 and undistributed profit less1th. The tendency score matching method
(PSM) is used to find matching samples for historloas firms. Then OLS regression is conducted to inyat&t the relationship between
historical loss and corporate social disclos&esults: The results show that historical loss has a sigmifigmsitive impact on the quality of
corporate social responsibility disclosure. After chagghe measurement of independent and dependeablearias well as adopting different
matching methods to screen the control group, thdtsestill hold. Further research indicates that thlationship between historical loss and
CSRD is influenced by corporate financing constraamtd industry competitiorConclusions: This research supports the resource motivation
hypothesis of corporate social responsibility disate, and provides empirical evidence for regulatorstrengthen supervision on corporate
disclosure.
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1. Introduction responsibility initiatives and to disclose social
responsibility information (Jackson & Nelson, 2004ahn
& Kim, 2016).

Confucian culture has always been an important glart
Chinese traditional culture. Confucian culture azhtes
that "be disciplined when poor and be generousht® t
people in the world when rich". Therefore, sincesiant
times, there has been the saying of "Confucial
businessmen". For high gain and profitable firrhgythave
more disposable resources to engage in public veeHfad
meet the needs of stakeholders. The public hasgh hi
expectation of their social responsibility performa. Thus,
successful firms are more motivated to undertakeiako

Then, is "the poor" only "good for itself"? "Poor"
companies are companies with fewer resources amerlo
profitability. Due to limited resources, "poor" cpanies
may be reluctant to fulfill social responsibilitpé disclose
social responsibility information as that may brittgem
additional burden, and even cause short-term fianc
performance decline (Brammer & Millington, 2008).

This research focuses on firms with historical Jagsich
are relatively "poor" and investigates their volmt
disclosure. The so-called historical loss firmserdab those
whose profits are not enough to make up for thedeof
previous years, resulting in large amounts of regat
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effectively test the resource motivation hypothesit policy-making of the so-called classified enterprigform
corporate social responsibility disclosure. in China. Resource-based motivation is one of thenm
The resource motivation hypothesis of corporatdasoc motivations for Chinese enterprises to discloseiasoc
responsibility disclosure is based on the stakedrdideory. responsibility information. In order to improve the
Stakeholder theory holds that an enterprise is taofe reputation and image, firms with historical loss active in
interest groups, such as shareholders, creditoiglogees, disclosing social information. But the level of porate
suppliers and so on, based on contracts. Stakekoldesocial performance and disclosures are adversédgtatl
provide the necessary human resources, materialiness by the degree of financial constraints. In ordehétp firms
and financial resources to enterprises, and denthad get rid of historical loss, policy-makers shouldnfoilate
returns of the input resources from enterprisesr{€flb&  policies to ease financial constraints of histdrioas firms.
ShaPiro, 1987). In order to avoid adverse selectind
moral hazard caused by information asymmetry, prisas
will voluntarily disclose information to attract vestors, 2. Literature Review and Theoretical Analysis
creditors and other stakeholders. Stakeholdersusanthe
information disclosed as a basis to diStingUiShowo Corporate losses are heterogeneOUS, inc|uding pemha
enterprises from "bad" ones to reduce risks (Sl&er |oss, temporary loss, and historical loss (Joos &,
Gilbert, 2004). Social responsibility informatiors ian  2005). Historic loss firms refer to those who haumed
important part of non-financial information. Enteges that  |osses into profits in the current period but thefips are
actively undertake social responsibilities are mftegarded not enough to make up for the losses of previouwsye
as responsible citizens. They have a distinct dpp®a Historical loss firms usually have "large shareitzplarge
consumers, which lead to more Sa'es, better fimnCicapita| reserve, small Surp|us reserve and |argﬁth&
performance (Cornwell and Coote, 2005; Lev, Petsod  yndistributed profits”. According to the CompanywLaf
Radhakrishnan, 2010; Lins et al., 2017), and hiitks China, corporations cannot distribute dividends to
returns (Ryu, Ryu, & Hwang, 2016). Socially respbies  shareholders when the previous years’ losses hatveeen
enterprises have higher reputation (Brammer & Ravel made up. Therefore, historical loss is often a "hews" for
2004) and are often faced with lower cost of equépital  jnvestors, which means that shareholders can roeshe
(Dhaliwal, Li, Tsang, & Yang, 2014). Firms with tosical  company's operating results through dividend. And
loss are always faced with resource constrainbrifer to  shareholders' wealth will be damaged. In order ¢etntheir
obtain the resources controlled by Stakeholdeaa”irms personai self-interest, shareholders may tunndedis
may be more inclined to disclose social informatioain  companies through related party transactions amrot
the recognition of stakeholders. means, further harming the interests of other $talders
Taking Chinese A-share listed firms which issued(Shleifer & Vishny, 1997; Johnson, La Porta, Sign&
standalone social responsibility reports duringpgbeod of  Shieifer, 2000; Rahman & Khatun, 2017). In addition
2009-2017 as a sample, this paper empirically ihy&tes  according to the current corporate refinancing qyolin
the relationship between historical loss and CSRDChina, firms with historical loss are not qualifitat equity
Findings indicate that firms with historical losssaose refinancing due to being unable to distribute diwvids.
significantly more social information than firms thout  Thus, firms with historical loss rely more on débancing.
historical loss, which means that "poor" firms acelonger Resource-based theory holds that a firm is “a pafol
confined to "being alone”, but also "help the wbrthd  resources” (Hodgson, 1998).The differentials inpcoate
t|me|y disclose such information to stakeholderartifrer performance are primariiy due to the resourcessfiown
research shows that the positive relationship betwe or control (Branco & Rodrigues, 2006). Reputatisnan
historical loss and CSRD are more pronounced ilimportant intangible resource, which can bring &rm
_enterprises Witl.’l' less financing constraint and cBer competitive advantage (Roberts & Dowling, 2002)udh
industry competition. firms are willing to carry out social activities tlfill
The main contributions of this Study are as fO"DMSt, stakeholders’ needs on the one hand and to gamatﬂi[n
this study focuses on a unique type of firms andist the  on the other (Fombrun & Shanley, 1990; Orlitzkyh®ddt,
impact of historical loss on corporate voluntargatibsure, & Rynes, 2003; Lee, 2014; Yoon, 2014). For example,
enriching the literature in the field of corporateluntary  after the Wenchuan earthquake in 2008, RockcheckiGr
disclosure. Second, this research studies the quesee of  gyccessively donated 100 million yuan, making ét tbcus
historical loss from the perspective of informationof media attention. Prior research posits thatdiselosure
disclosure, enriching the literature in the impagt of high-quality social responsibility informationelps to
historical loss on corporate micro behavior. Thite  jjleviate information asymmetry (Yoon, 2019). Famk
findings of this research provide empirical evidefior the  ith historical loss, due to the dividend constisimnd
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equity refinancing constraints, they urgently néeabtain
more resources to help them bail out of historloak. In
order to regain legitimacy, firms with historicalse may
take initiatives to increase social responsibitiigclosure.
Accordingly, the following hypothesis is proposed:

H1: Whether a firm has historical loss or not is pesity
correlated with the level of corporate social respbility
disclosure.

Whether
responsibility information depends not only on imf@tion
demands, but also on the cost and benefit of discto
(Cormier & Magnan, 2003). The collection, procegsamd
reporting of social information need a lot of inpuFor
firms to disclose social responsibility informatjon
willingness and abilities are indispensible. Orilpde who
can bear the disclosure cost are willing to diszlbgher
quality social information (Grossman & Hart, 2012hang
& Yin, 2019).

Firms with historical loss cannot raise funds thylou
equity refinancing. If they are faced with severebtd
financing constraints, it will be even worse. Ineg in
social responsibility will inevitably aggravate tk#uation
for firms with historical loss and debt financingnstraints.
Moreover, the fulfillment of social responsibilitgnd
disclosure can't bring about immediate improvemefit
financial performance, and even lead to the dechbifie
short-term performance (Brammer & Millington, 2008)
Therefore, it is expected that when historical Ifisas are
faced with serious financial constraints, theirliwgness to
disclose social responsibility information declines
Therefore, compared with historical loss firms wldss
severe financial constraints, historical loss firmsth
severe financial constraints are inclined to diselanore
social information. Accordingly, this paper propssthe
following hypothesis:

H2: Ceteris paribus, for firms with historical los$et
level of social responsibility disclosure of firmsithout
financing constraints is significantly higher thémat of
firms with financing constraints.

Market structure and industry competition are int@otr
factors affecting the decision-making of the mamaget
(Leibenstein, 1966). There is certain rigidity retdemand
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customers, competitive industries are motivatedtake
social initiatives and disclose social informatidforeover,
good social performance can help private enterprise
establish political links with local governments @hina,
strengthen their resource acquisition capabilitie®l solve
their financing constraints (Yin & Zhang, 2019).

Firms with historical loss bear a heavy burden b
loss. The key to get rid of this predicament isstdhance
their competitiveness and profitability. When higtal loss
firms are in fierce market competition, it will teBfficult

and how an enterprise discloses socifor them to expand market share and increase grofit

Building reputation is a good way to achieve prdduc
differentiation. Good social performance and disate are
conducive to building reputation (Toms, 2002; Hidise,
Salama, & Toms, 2005). Therefore, historical Idasg in
highly competitive industries may be more inclinea
disclose social information. Compared with monopoly
industries, competitive industries tend to disclovere
social information when historical losses incurcéuingly,
the following hypothesis is put forward:

H3: Ceteris paribus, for firms with historical losset
level of social responsibility disclosure of firms
competitive industries is significantly higher thémat of
firms in monopoly industries.

3. Research Design
3.1. Sample Selection and Data Sour ces

This paper takes Chinese A-share listed firms which
issued standalone social responsibility reportsif&909 to
2017 as the initial sample. The data started ir020e to
the fact that some listed firms in China were maedido
issue standalone social responsibility reports008& The
institutional environment of corporate social distire has
changed. Provincial marketization index in 2018 has
been issued to date, so this research does notmcthe
data in 2018.

The data screening process is as follows: (1) ebeclu
financial industries; (2) exclude negative net fjrof
observations; (3) exclude missing key financial adat
Finally, 4450 firm-year observations remain. Cogsicg
the low proportion of historical loss firms and thessible
endogenous problems, the tendency score matchidigl)(P

of monopolies’ products and services. Monopolies camethod is used to find matching samples for altonisal

obtain huge monopoly profits by monopoly status.ttgzy
are less motivated to win consumers by fulfillingcial

loss firms by placing the nearest neighbor 1:1, 1:3
matching method. Samples that do not satisfy tencon

respons_i_bilities. Most _of the industries With high support hypothesis are excluded. The paired sansplésfy
competitiveness are private ones, faced with S8riolihe common support hypothesis and equilibrium Hygsis.

homogeneity of products and great pressure to \seirn
order to distinguish themselves from competitord @asn

To avoid the possible influence of extreme valuesjn
variables in this paper are tailed at the level%f The data
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of corporate social responsibility disclosure acdlected
from Runling Global Corporate Social
Report Rating Database, and the financial datafrema

CSMAR database. The statistical software used fia d
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variable of whether an enterprise has a histolosa or not.

Responsibility If the net profit of the sample firm is greaternhar equal

to 0 and the undistributed profit is less thantQs icalled
historical loss firm, and Hislogswill take 1. If the net

processing is Stata 14.0 profit of the sample firm is greater than or eqead but the
undistributed profit is greater than or equal tat @ called
non-historicalloss firm, and Hislggwill take 0. Drawing
on previous literature (Rahman, Sobhan, & Islam] 90
this paper controls the following variables: firewvel
characteristics (size, leverage, profitability, \gto),
corporate governance (property rights nature, oshipr
concentration, board size, proportion of independen
directors, CEO duality), and institutional envirosm. In

order to control industry and year fixed effectss tpaper

3.2. Variable M easurement and M odel Design

To test hypothesis H1, this paper constructs thevitng
model of corporate social responsibility disclosure

CSRD;: = B¢ + B; Hisloss;; + Controls;; + Y. Year +
YIndustry+e¢ (1)

) introduces industry and year dummy variables. The
The dependent variable CSRDMenotes the level of gefinitions of all variables are shown in Table 1.
CSRD. The independent variable Hislpss a dummy
Table1: Definition of Variables
Type Variable Definition Description
Corporate Socia A . . ;
Independent CSRD Responsibility Disclosure Runling Global Corporate Social Responsibility Refating Score
Variable Dummy_C Dummy variable. It takes 1 if the CSRD rating scofe¢he sample firm exceeds the
SRD industry median or 0 otherwise.
Dummy variable. It takes 1 if the net profit of teemple firm is greater than or equal
Hisloss Historical Loss to 0 and the undistributed profit is less thant@akes 0 if the net profit of the sample
Dependent firm is greater than or equal to O but the undistied profit is greater than or equal |to
Variable 0.
LagHisloss Historical loss with one-period lag
. . . SA index. The calculation process is as follows:=$A737*SIZE+0.043*SIZE2
SA Financial Constraint
Moderati -0.004*AGE
oderatin
Variablelzsg - Herfindahl index. The calculation process is adofed: HHI=Y ( Xi/X ) 2. X
HHI Industry Competition denotes prime operating revenue of firm i, and Xales the sum of prime operating
revenue of all firms in the same industry
Size Firm Size The natural logarithm of total assetthe end of the period
Lev Leverage total Liabilities/ total Assets
ROA Profitability Net Profit/Average Total Assets
Growth Growth Operating revenue growth rate
Control SOE Property Rights Nature Dummy variable. It takiéshe sample firm is stated-owned or 0 otherwise
Variables | Topl0 Ownership Concentration Top 10 shareholdktio r
Board Board Size The natural logarithm of board iners
Independen Propornon of Independent the number of independent directors/the numbeirettbrs
t Directors
Dual CEO Duality If chairman of the board is gemenanager, it takes 1 or O otherwise.
Market Institutional Environment Provincial markattion index

In order to test hypothesis H2 and H3, this papédes
the sample into groups according to the degreemah€ing
constraints and industry competition.
regression analysis on each subsample.
differences exist in the coefficients of Hislgdsetween
groups, it will mean that financing constraints andustry
competition have significant impacts on CSRD ofdrisal
loss firms. This paper uses SA index by Hadlock Riedce
(2010) as a proxy for the degree of financing c@sts.

The index only contains two variables: size and ,Azyed
does not contain endogenous variables. The formaila

Then conducSA=-0.737*Size+0.043*Size"2 -0.04*Age. If SA index
If significa the sample firm is larger than the median of thdugtry, it

is classified into financing constraint group. Qthise, it is
classified into non-financing constraint group.

As for industry competition, this paper uses HHIas
proxy variable. The formula is HHI= (#)"2, in which X
denotes prime operating revenue in the currenbgeand
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X denotes the sum of prime operating revenue ofiralls  indicates that approximately 4% of the sample fitmase
in the industry. If HHI of the sample firm is lamghan the historical loss. This ratio is a bit high, showirbat
median of all industries in that year, it is a mpoly historical loss is an urgent problem to be solveable 3
industry and will take 1. Otherwise, it is a coniped  reports Pearson correlation coefficient matrix ofim

industry and will take 0. variables after PSM1:1 pairing. From this table,cae see
that the correlation coefficient between Hislosd &8SRD
3.3. Descriptive Statistics is 0.172, significant at the level of 1%. Thus, dipesis H1

is preliminarily confirmed. In addition, Size, Le®OE,
Table 2 reports descriptive statistics of majorialles Topl10, Board and Market are positively correlateithw
before PSM. From this table, we can see that thenrmim  CSRD, indicating that firms with larger size, highe
value and maximum value of CSRD are 18.340 and5p4.9 leverage, more concentrated ownership and largerdbas
respectively, which indicates that great differeesésts in  well as state-owned enterprises and firms in better
the level of corporate social responsibility distice of the institutional environment may have a higher levdl o
sample firms. The mean value of Hisloss is 0.038icw  corporate social responsibility disclosure.

Table 2: Descriptive Statistics

Variable N Mean Sid Min. Q1 M edian Q3 | wMax
CSRD 4450 38.128 12.114 18.340 29.62( 35.49D 43.900 74.950
Hisloss 4450 0.039 0.193 0.000 0.000 0.000 0.00 00QL.

Size 4450 23.135 1.419 20.287 22.071 22.99 24.013 27.039
Lev 4450 0.497 0.193 0.069 0.356 0.509 0.647 0.887
ROA 4450 0.049 0.041 0.000 0.019 0.038 0.067 0.200
Growth 4450 0.161 0.310 -0.484 -0.005 0.112 0260  .683
SOE 4450 0.643 0.479 0.000 0.000 1.000 1.00 1.000
Top10 4450 59.013 16.425 21.810 47.45( 59.155 0056 93.350
Board 4450 2.209 0.208 1.609 2.079 2.197 2.398 8.70
Independent 4450 0.374 0.056 0.308 0.333 0.36/ 00.4d 0571
Dual 4450 0.153 0.360 0.000 0.000 0.000 0.004 1.00p
Market 4450 7.820 1.656 -0.300 6.790 8.070 9.17( 95®.

Table 3: Pearson Correlation Coefficient

CSRD | Hisloss Size Lev ROA Growth SOE Top10 Board Independent Dual Market
CSRD 1.000
Hisloss 0.172%* | 1.000
Size 0.530%* | 0.007 1.000
Lev 0.137% | -0.022 0.486*+ 1.000
ROA -0.059 -0.015 -0.224%* | .0.194% | 1.000
Growth -0.012 -0.004 0.107* 0.038 0.033 1.000
SOE 0.136* | -0.005 0.281%+ 0.259%* | .0.181** | -0.066 1000
Top10 0.385%* | -0.019 0.402% 0.102* 0.014 0.069 0.197* | 1.000
Board 0.220* | 0.003 0.291 %+ 0235+ | .0.012 0.043 0.319 0.131% 1.000
Independent | 0.018 -0.022 -0.012 0.125% | -0.016 -0.119% 0.049 | 0.053 -0.428** | 1.000
Dual -0.041 -0.038 -0.145%* | .0.124% | 0.144% -0.020 .87+ | -0.044 -0.210%* | 0.109% 1.000
Market 0.238* | -0.040 0.127* 0.006 0.001 -0.017 -0.165* | 0.158%* -0.085 -0.0600 0.097* 1.000

Note: *, ***and *** denote significance level of 28, 5% and 1% respectively

4. Empirical Research Results
Table 4 reports the regression results of histbimss on
4.1. Historical Loss and Corporate Social CSRD. Column (1) is the OLS regression result foe t

Responsibility Disclosure whole sample. Column (2) - Column (4) are OLS
=P y regression results of PSM1:1, PSM1l:2 and PSM1:3,
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respectively. For the four regression models, sighshe
coefficients of Hisloss are all positive. After rolaing, the
significance levels of Hisloss even increase. Tésults
support hypothesis H1, which indicates that congbari¢h
non-historical-loss firms, historical loss firmsnte to
disclose more social responsibility information

Hisloss is positive but not significant in the firtdng
constraint group. However, it is positive and sfigaint at
the level of 5% in the non-financing-constraint gwo That
is to say, the positive correlation between histdrioss and
corporate social responsibility disclosure mainkysts in
the non-financing-constraint group. Financing caists
restrain the improvement of corporate voluntancidisure

Table 4: Multivariate Regression Results

of historical loss firms. Hypothesis H2 is verified

(1) Full @ 3) )
sample PSM 1:11 | PSM 1:2 PSM 1:3 Table5: Historical Loss, Financing Constraint and CSRD
Hidoss 1.501* 3.020%* 2.004* 1722 (1 Financial (2) Non-Financial-
(-1.919) (-2.804) (-2.145) (-2.011) Constraint Constraint
S 37507 | 32007 | 3824 3677 Hidoss 2.106 2.599%*
® (-25.368) (-6.505) (-8.892) (-9.995) (-0.872) (-2.106)
5,409 2.274 1.334 2.225 Size 6.926™ 2.171
Lev (-4.763) (-0.678) (-0.463) (-:0.851) (-4.24) (-2.146)
0.931 14.236 33403 23.453 - 2497 -0.631
ROA (0215) | (0683)| (1843) (-1.420) (-0.269) (-0.186)
-0.857* -0.923 -0.73 -0.554 ROA 32 5452
Growth (-1.722) (-0.654) (-0.605) (-0.526) (-0.481) (:0.278)
0.636* 0.486 1.646 1.074 Growth 4.726 2167
SOE (-1.572) (-1.216)
(-1.822) (-0.354) (-1.479) (-1.117)
0.078%+ 0.059 0.048 0.063* SOE 4.363 1.994
Top10 (-1.264) (-1.394)
(-7.841) (-1.555) (-1.566) (-2.369) 0028 5,05
3.887 7.426% 4.158 4.040 Top10
Board (-4.629) (-2.364) (-1.596) (-1.765) (0.273) 1393
6.892 9.518%*
Independe -0.109 6.588 -0.154 2772 Board (1.035) (2603
nt (-0.036) (-0.623) (-0.017) -0.364 23971 S0
Dual -0.628 0.421 0.463 -0.354 I ndependent (:0.943) (-0.501)
(-1.469) (-0.261) (-0.355) (-0.310) 2147 2387
Ve ket 0.466%* | 1.050%* | 1.021%* 0.846%+ Dual (:0.459) (-1.434)
(-4.621) (-3.501) (-3.954) (-3.746) s 0479 0737
| A -72.816*** -76.422%** -80.661*** -77.740%* (-0.670) (_2.139)
(-20.474) (-6.047) (-7.643) (-8.861) 147 499+ 29,648+
Year Yes Yes Yes Yes Iintercept (-4.177) (-2.085)
Industry Yes Yes Yes Yes Year Yes Yes
N 4450 322 467 603 Industry Yes Yes
Adj-R? 0.354 0.455 0.420 0.426 N 133 186
F-value | 65.128* | 9.131% | 10.620%* | 13.412%* Adj-R? 0.343 0.406
Note: *, *** and *** denote significance level of @, 5% and 1% E-value 3.218%** 4.831***

respectively.

4.2. Differences in the Impact of Historical L oss
on CSRD between Groups

Note: *, *** and *** denote significance level of ®6, 5% and 1%
respectively.

Table 6 reports regression results after grougiegsamp
le firms into two groups according to industry caatipon.

Tests for hypothesis H2 and H3 are conducted aftefhe table shows that the regression coefficiemisfoss is
PSM1:1 based on model (1). Table 5 reports regmssi Significantly positive in competitive group but regnifica

results after dividing the sample firms into finame
constraint group and non-financing-constraint grdeqmm
this table, we can see that the sign of the caefficof

nt in monopoly group. The findings indicate thadstry c
ompetition has promoted the improvement of voluntiisc
losure of historical loss firms, verifying Hypotle$i3.
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Table 6: Historical Loss, Industry Competition and CSR shows that the conclusions of this study are robust
Disclosure

(1) Monopoly (2) Competitive Table 7: Robust Test
Hisloss 2.536 2.840% (1) 2 (3) 4
s Sls Y=Dumm us uclear =Lagni
(-1.119) (-2.246) Rad Nucl X=Laghisl
Size 3.786*** 3.044*** y CSRD Matching Matching 0ss
(-3.107) (-5.727) Hisloss / 1.168% 1.531* 1.826% | 4.579**
87.467* -2.402 Laghisloss (-2.614) (-1.948) (-1.802) (-3.091)
Lev
(-1.742) (-0.108) Size 1.021%+* 3,747+ 3.713% 3.698*+*
ROA 1.067 -3.313* (-4.728) | (-25.282)| (-10.139) (-5.592)
(-0.454) (-1.807) Lev 0.917 0.936 22.311* 11.611
2.956 -4.689 (-0.109) (-0.216) (-1.916) (-0.332)
Growth
(-0.435) (-1.250) ROA -0.14% -0.850" -0.65¢ 1.55¢
SOE 0.030 0.030 (-0.278) (-1.707) (-0.591) (-0.791)
(-0.365) -0.722 Growth -1.741 | -5.393% -3.513 | -13.302%**
Top10 5.861 10.937%** (-1.362) (-4.743) (-1.401) (-2.789)
(-1.037) -2.721 SOE 0.011| 0.078** 0.102%* 0.051
26.766 0.390 (-0.866 (-7.83 (-4.433 (-1.047
Board
-1.120 -0.033 3.890% 3.893*** 5.256% | 13.604**
Topl0
Independent -2.753 0.911 (-3.165) (-4.635) (-2.709) (-3.301)
-0.965 -0.545 5.957 0. .004 1.775%
P ( ) Board 9 0.06 6.004| 3
bual 2.800 -1.944 (-1.456) (-0.020) (-0.867) (-2.232)
(-0.915) (-0.968) Independen -0.222 0.637* 0.254 0.939
Market 1.720** 0.894%+* t (-0.458) (-1.826) (-0.308) (-0.546)
(-2.335) (-2.804) bual -0.13¢ -0.63( -0.34¢ 0.81(
-94.908*** -66.713*** (-0.229) (-1.473) (-0.364) (-0.364)
Intercept (-3.535) (-4.501) Market 0384 | 0.468"* 0.549% |  1.948%
Year Yes Yes (-3.279) (-4.637) (-2.506) (-4.787)
Industry Yes Yes 109 292*;
n d,.\IRz oljio 01223 Intercept | 351300 | -72.802+ | -82.436"* B
= J'l o = (-5522) | (-20.462)| (-10.003) (-6.145)
-value 4_'344_ 7.809 Year Yes Yes Yes Yes
Note: *, *** and *** denote significance level of @, 5% and 1%
res : Industry Yes Yes Yes Yes
pectively
N 229 4448 888 196
Pseudo 0.346 0.354 0.386 0.481
4.3. Robust Test RY/Ad}-R® : : : :
R Kok
o _ C/T:' square| 10590371 65,002+ | 16,000 |  6.838"
In order to test the reliability of the above carsibns, the -value

theNote: * *** and *** denote significance level of @b, 5% and 1%

following robust tests are carried out: First, respectively.

measurement of the dependent variable is changsaieD
the sample firms into two groups in accordance wit ; ;
whether or not the CSRD rating score of a firm exisethe 4.4, Discussion
industry median. Set a dummy variable, Dummy_CSRD.
the CSRD rating score of a firm exceeds the ingtustrC
median, Dummy_CSRD takes the value of 1; otherwise
takes 0. Then run Logistic regression. Second, gddhe
matching methods of control group and treat grdRgudius
matching and nuclear matching were used to screetnat
group. Third, change the measurement of the indigren
variable. Considering that the impact of historitzds on
corporate social disclosure may be lagging, thisdyst
substitutes Hisloss with historical loss with orezipd lag,
Laghisloss. The results of all robust tests arewshin
Table 7. The regression coefficients of Hisloss ale
positive at a significant level of more than 10%hieh

At the Economic Working Conference of the Central

ommittee of the Communist Party of China heldhat t

"end of 2018, it was pointed out that the supplyesid
structural reform should be deepened in accordavitie
the principle of "consolidation, enhancement, uggrg
and unblocking”. The primary task of supply-sideistural
reform is to reduce production capacity. As a reshle
loss-making companies are pushed to the forefrdnt o
history. Resolving losses and alleviating the histd
burdens of companies become the top prioritiegadficing
production capacity and realizing the upgrading tloé
industrial structure.

Historical loss firms generally have high capiegerves
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and low surplus reserves. Although historical gss hav
e the normal hematopoietic function, they bear fidastor
ical burdens. They are faced with serious financiogstrai
nts. In order to alleviate financing constraintstdrical los
s firms actively perform social responsibility adidclose s
ocial responsibility information. As is shown ingkre 1, th
e average social responsibility disclosure indeRistorical

loss firms was 33.63 in the year 2009. Howevethéyea
r 2017 it was 41.79The average index rose by 24.2620.
OSCO Shipping is one of the typical examples atfohisal
loss firms. It is a logistics company listed in 8fhai in 20
07. The firm suffered losses for two consecutivargen 20
11 and 2012. In 2013 it declared a profit of 2.880m yua
n. Its undistributed profit in 2013 was
10.11 billion. So it satisfied the definition ofshirical loss f
irm. The CSRD index of this firm was 77.59 in 20iticrea
sing to 79.89 in 2013, ranking AA. It far outstriie other
listed firms of the same period, which has an ayeet 38.
98 in 2013.

It is worth noting that most historical loss firnmsave
high capital reserves and high negative undisteitbyarofits.
According to Company Law of China, capital resergas
be transferred to paid-in capital but cannot mgkdogses.
The negative undistributed profits of historicagdofirms
cannot be compensated by capital reserves. Aplesents
historical loss firms from paying dividends, thesalute
value of shareholders' wealth is reduced. Furthezmarge
capital reserves are mandated to save, resultingswurces
idle and wasted. Therefore, the higher the proporif
capital reserves in net assets, the greater thahdy of
idle resources and waste. In view of this, regutashould
relax the ban on capital reserves of historicas lfiisns to
make up for loss, which ultimately helps to imprabve
protection of stakeholders’ rights.
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Figure 1: Trends in Social Responsibility Disclosure Indéx o
Historical Loss Firms
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5. Conclusions

This paper investigates the impact of historicasl@n
corporate voluntary disclosure and the moderatoig of
financing constraints and industry competition. rigsia
sample of Chinese A-share listed firms which issued
standalone social responsibility reports over thexioul
2009-2017, this research finds that the level apomte
social disclosure is positively correlated withtbigcal loss.
Firms with historical loss disclose significantlyore social
information than firms without historical loss. Rimcing
constraints deteriorate the situation of firms wiiktorical
loss, leading to the low level of social disclosuvéarket
competition impels firms with historical loss to Ineore
socially responsible and disclose more social métion.

The findings indicate that resource-based theomy ca
effectively explain the motivation of corporate sdc
disclosure. Although firms with historical loss leagertain
profitability, due to the huge negative undistrimlitprofits,
they have no access to dividend distribution anditeq
refinancing. In order to improve the relationshigthw
stakeholders, firms with historical loss may incea
voluntary disclosure to alleviate the informati@ymmetry.
Being socially responsible could signal to the mgsa
responsible corporate image, helping to win thepsupof
stakeholders and the resources they control. Howévie
worth noting that financing constraints and indystr
monopoly are hindrances to the improvement of a@teo
social disclosure. In order to help firms get rchistorical
loss and protect the legitimate rights and interest
stakeholders as well, policy-makers should fornaulat
relevant policies to solve the financing constimiot firms
with historical loss, allow firms with historicabds to make
up for historical loss with capital reserve and ioye the
efficiency of capital reserve. In addition, the gavment
should reduce intervention and create a fair arderby
market competition environment. As market compatiti
can promote corporate awareness of social resphitysib
and impel corporations to improve social disclosure
This study has its limitations. First, this studyea Runling
Global Corporate Social Responsibility Rating Data
measure the level of CSRD, without considering the
continuity of information disclosure. Future resdgarcan
use the first-order difference method to study the
incremental impact of historical loss on corporateial
disclosure. Second, social disclosure of a firm nnay
inform of its social performance. The object oftktudy is
corporate social disclosure of firms with histolilkess. The
potential differences between CSRD and corporatgako
performance are not taken into consideration, whiey
have some adverse impacts in understanding
conclusions of this research. Future research caiore
social performance of firms with historical loss dan

the
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investigate whether differences exist between CZRD
corporate social performance.
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