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6. Conclusion
 This study examines whether and how corporate social responsibility affects corporate cash holdings. In 
particular, it examines three channels through which corporate social responsibility affects cash holdings. The 
first channel argues that CSR-related activities can build up the social (or moral) capital of firms, because they 
enhance good relationships with stakeholders. Firms can use the social (or moral) capital to weather bad times 
and reduce the need to hold excessive cash. The second channel posits that price-inelastic demand due to 
customer loyalty and/or investor loyalty to CSR firms makes these firms less sensitive to aggregate market 
shocks (i.e., lowers the systematic risk), and this may increase or decrease the cash holdings. On the one hand, 
the need for cash hoarding may decrease because of lower systematic risk; on the other hand, the need may 
increase because firms with lower systematic risk tend to have a shorter debt maturity structure and, thus, a 
higher refinancing risk. The third channel argues that CSR plays a corporate governance role and may increase 
or reduce the agency problems associated with corporate cash holdings.
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