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6. Conclusion

Regulatory, consumer, societal, and government attention to CSR appears to be on the increase in
recent years. In this study, we attempt to add new insights to the literature on CSR performance by

focusing on the relationship between CSR performance and capital market information asymmetry.
Specifically, we investigate whether CSR performance reduces the bid-ask spread, a proxy for informa-
tion asymmetry, and how institutional ownership affects the association between CSR performance
and the bid-ask spread.

Using CSR performance information compiled by KLD, we find that both positive and negative CSR
performance scores appear to provide information that reduces information asymmetry. Additional
analyses show that negative CSR performance has a greater impact on reducing bid-ask spread than
does positive CSR performance. This evidence suggests that future studies in the context of capital
markets should avoid working with net scores so as to avoid the loss of information contained in
the underlying component scores. We further find a significant positive association between the
bid-ask spread and the interaction term of institutional ownership and CSR activities, indicating that
institutional investors with private CSR performance information appear to exploit that information
advantage in a way that attenuates the reduction in information asymmetry.
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