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CHAPTER FOUR

 

THE TONE FROM ABOVE: THE EFFECT OF COMMUNICATING A SUPPORTIVE 

REGULATORY STRATEGY ON REPORTING QUALITY 

 

Abstract  

In collaboration with the Authority for the Financial Markets in the Netherlands, we 

manipulate the content of official letters that instruct financial intermediaries to submit a 

mandatory self-assessment. As part of the Registered Report Process, hypotheses, 

experimental procedure, and planned statistical analyses were submitted before data 

collection. It was predicted that a request indicating a supportive regulatory attitude has a 

positive effect on reporting quality on average. We also predicted this effect to be stronger 

for small firms and for firms with a long-term orientation, and to become negative for firms 

with a short-term orientation. Planned analyses show that a supportive letter reduced 

reporting quality unless firms had a long-term orientation, supporting the moderating 

influence of time horizon, but providing no support for the expected average effect nor for 

moderation by firm size. 

                                                 

 This chapter is based on: van Duin, S.R., Dekker, H.C., Wielhouwer, J.C. & Mendoza, J.P. (2018). The tone 

from above: The effect of communicating a supportive regulatory strategy on reporting quality. Journal of 

Accounting Research, 56(2), 467 – 519. The manuscript was part of a Registration-based Editorial Process 

(REP). The accepted proposal and online appendices for this chapter are available at 

https://research.chicagobooth.edu/arc/journal-of-accounting-research/online-supplements. We thank the 

Authority for Financial Markets in the Netherlands for participating in this study and providing us access to 

the data. The data that were collected as part of this study are proprietary and cannot be shared. We thank the 

anonymous reviewer for helpful suggestions throughout the Registered Report Process. We explicitly notify 

that all statements and opinions in this article reflect those of the authors, not of the Authority for Financial 

Markets. Authors did not receive any compensation (in any form) for conducting the study and for providing 

advice based on the results. 

https://research.chicagobooth.edu/arc/journal-of-accounting-research/online-supplements
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4.1 Introduction 

Across diverse regulatory settings, authorities request proprietary information from firms as 

part of their monitoring and supervision strategies. This is particularly relevant in contexts 

in which there is a significant information gap between the firm and the authority (Besanko 

& Sappington, 1987; Pautz & Rinfret, 2016). In the contexts of tax, customs, financial, or 

environmental regulations, for instance, firms are commonly requested to complete and 

submit mandatory self-assessments in which they report sensitive information. Evidently, 

the effectiveness of the authorities’ supervision strategies directly depends on the quality of 

the information that firms provide (Peeters, 2006). Imprecise, incomplete, or untimely 

information obstructs monitoring and makes supervision more difficult, time consuming, 

and costly.  

Self-reporting commonly involves a series of actions, which include gathering detailed 

information, completing extensive questionnaires, and meeting tight deadlines (Ernst & 

Young, 2012). The quality of the information reported to the authorities is determined by 

these actions, as they directly influence precision and comprehensiveness, as well as the 

extent to which firms voluntarily report additional information. In this sense, reporting 

quality can be conceptualized as a behavioural outcome that depends on firms’ motivation 

and capacity to attain high reporting quality. 

Because effective supervision benefits greatly from high reporting quality, a 

fundamental question is whether authorities can exert influence to improve reporting 

quality. This is a non-trivial problem, as it may not be sufficiently addressed through 

deterrence (i.e., by threatening firms with penalties for not reporting information with the 

highest level of quality). Firms may comply with minimum reporting requirements, and yet 

provide low reporting quality (e.g., by reporting approximate figures). Establishing whether 

low reporting quality sufficiently reflects reality – and whether it deserves a punishment – 

imposes additional challenges for the authorities. From a supervisory standpoint, the core 

problem is that authorities may explicitly request the highest level of reporting quality, but 

in practice may have limited resources to monitor and assess the level of reporting quality 

itself. 

Following the literature on responsive regulation (Braithwaite, 2002; 2007), one way in 

which authorities might be able to influence reporting quality is by signalling a supportive 



 

81 

 

regulatory strategy towards firms. The rationale is that, as the strategy focuses more on 

guidance and support, firms’ motivations to attain high reporting quality increase. The 

concept of responsive regulation establishes that there are distinct types of regulatory 

strategies, which vary in terms of how supportive they are (Braithwaite, 2007). A strategy 

that focuses less on deterrence and more on education and service-delivery motivates firms 

to share information. Moreover, an educational approach helps firms to “make sense” of 

what is requested from them and encourages compliance (Fairman & Yapp, 2005). In this 

sense, support enhances the perception that the authority is fair and trustworthy, and 

prompts reciprocity from at least a fraction of supervised firms (Alford & Speed, 2006). 

Overall, there are distinct reasons to expect a positive effect of a supportive strategy on how 

firms respond to the authority’s requests, including the request to provide high quality 

information. 

Because not all firms can be visited at the same time, authorities have limited options 

to present themselves as helpful and exert this type of supportive influence at an industry-

wide scale. For a large number of firms, interactions with the authority are constrained to 

infrequent official communications (in the form of formal letters). Taking this point into 

consideration, in this study we examine whether reporting quality is influenced by the 

extent to which official communications reflect a supportive regulatory strategy. Our 

hypothesis is that, as compared to a low support letter, a high support letter leads to higher 

reporting quality. We acknowledge, however, that the strength of the expected effect may 

vary depending on firms’ specific characteristics and motivations (Braithwaite, 2002; 

2007). Hence, we further hypothesize that the expected effect is weaker for larger firms 

(which might be less sensitive to the content of official communications), stronger for long-

term oriented firms (which might see reporting quality as an investment), and reversed for 

short-term oriented firms (which might perceive support as a signal of a weaker 

enforcement strategy and seize the opportunity to report low quality information). 

To test these hypotheses, we conduct a field experiment in the regulatory setting of 

financial intermediation in the Netherlands. The Authority for the Financial Markets 

(AFM), which supervises the financial markets and financial services providers in this 

country, granted us permission to introduce an experimental treatment in their 2017 

communications. The AFM employs a supervision instrument called Market Monitor, 

which is a mandatory, standardized self-assessment instrument and is sent out to 
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approximately 7,000 financial intermediaries on a yearly basis. Through this instrument, 

firms provide an elaborate amount of sensitive information related to, for example, 

financial products offered, specific financial intermediation activities, number of employees 

and customer relationships, as well as detailed accounting and managerial information. 

Every year, the AFM sends three letters to each firm providing information on how to 

complete and when to submit the Market Monitor.  

Based on prior experience, the AFM recognizes that intermediaries vary in the amount 

and precision of the information that they report. After a series of discussions with the 

AFM, it was jointly determined that there are valid reasons to expect that the quality of the 

reported information can be influenced by the content of the letters in which firms are 

instructed to complete and submit the Market Monitor. As a result, we designed a field 

experiment in which we employ two distinct sets of letters (which contain information 

about the instructions, username, and password required to complete the Market Monitor), 

and which reflect a regulatory strategy based on low vs. high support. We identify three 

elements that relate to support, and which can be manipulated in order to influence firms’ 

perceptions and reporting behaviour. These elements are: accessibility (absence of obstacles 

or barriers to ask for help or guidance), purpose (goal alignment between the authority and 

the firm), and tone. High support letters emphasize that the regulator is accessible to 

provide support on how to complete the Market Monitor, identify shared goals, and have a 

supportive tone. In contrast, low support letters only indicate where to find information 

without expressing the willingness of the regulator to provide support, do not identify 

shared goals, and have a strict tone. Our objective is to compare the effects that each set of 

letters has on reporting quality, as indicated by comprehensiveness, precision
34

, and 

voluntary provision of information (i.e., answering non-mandatory questions). In addition, 

we examine how the strength of this effect varies with firm size and time horizon. As part 

of the Journal of Accounting Research Registered Report Process, we submitted our 

hypotheses, experimental procedure, and planned statistical analyses before collecting the 

data.  

Examination of the data as proposed provides partial support for one of our hypotheses: 

the high support letter leads to lower reporting quality except for long-term oriented firms. 

                                                 
34

 In our proposal, we used the term “accuracy” for this construct. However, the term “precision” better fits 

our operationalization of the construct. 
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Long-term oriented firms (i) on average provide higher reporting quality than small- and 

medium-term oriented firms, and (ii) as compared to those firms, show no decrease in 

reporting quality after receiving a high support letter. In addition, planned additional tests 

incorporating the extensiveness instead of use of voluntary reporting reveal an antagonistic 

interaction effect: the high support letter has a positive (negative) effect for firms with a 

long (short) time horizon. This effect supports our third hypothesis, and goes in line with 

the idea that industry-wide interventions have heterogeneous effects, which vary across 

different firm types. While short-term oriented firms may negatively exploit support by 

reducing reporting quality, a long-term orientation appears to prevent such exploitation 

from happening and even enhance the hypothesized positive effect of support on reporting 

quality. These results can guide regulators on how to target data quality checks, and 

differentiate regulatory strategy, actions, and official communications based on firms’ 

characteristics.  

This study contributes to the literature in several ways. In the empirical accounting 

literature, reporting quality is typically examined with respect to financial accounting 

reports, using publicly available data (e.g., Balakrishnan, Core & Verdi, 2012; Biddle, 

Hilary & Verdi, 2009). In contrast, we examine reporting quality in a regulatory context 

where firms face the compulsory demand to self-report sensitive information to an 

authority. Analyses of regulatory reporting are uncommon, likely due to difficulties in 

obtaining access to sensitive and confidential data. Similar to the argument that financial 

reporting quality reduces information asymmetry with investors (Balakrishnan et al., 2012), 

high reporting quality reduces the information asymmetry with the authority, enabling it to 

better fulfil its objective of regulatory oversight.  

A second contribution relates to how authorities may be able to influence firms’ 

reporting quality. In a setting with infrequent contact with firms, communicating a 

particular regulatory strategy can have significant impact on reporting behaviour. This 

highlights the importance of the way in which authorities present themselves in official 

communications. We identify an important boundary condition for the effect of the high 

support letter, as it is conditional on firms’ time horizon. Our results show that time horizon 

is critical in how firms respond to regulatory requests and whether a support-based 

approach is effective or even backfires.  



 

84 

 

Regulators are generally reluctant to participate in field experiments given the political 

sensitivity and magnitude of the responsibility associated with using differential treatments 

between firms. However, there is great value in examining these types of questions in 

regulatory practice, as there is uncertainty on whether regulation-related questions are 

suitable for lab experiments (Choo et al., 2016; Lindeboom et al., 2016). Prior field 

experiments on regulatory strategies have focused primarily on tax reporting, testing 

whether communications reflecting particular regulatory strategies affect tax compliance. 

These experiments mainly include theory-based manipulations related to deterrence and 

support, such as varying monitoring or punishment levels (Blumenthal, Christian & 

Slemrod, 2001; Wenzel & Taylor, 2004; Hasseldine, Hite, James & Toumi, 2007; Ariel, 

2012; Fellner, Sausgruber & Traxler, 2013; Hallsworth, 2014; Castro & Scartascini, 2015), 

and normative appeals and social persuasion (Ariel, 2012; Hallsworth, List, Metcalfe & 

Vlaev, 2017; Torgler, 2004). Despite the pervasiveness of self-reporting in other settings 

than tax regulation, field experiments in these other settings are rare. This provides much 

scope for the use of a field experiment to examine the effects of theory-based manipulations 

on reporting behaviour. In this sense, we respond to the recent call for field experiments 

that examine regulatory effects in practice (Leuz & Wysocki, 2016). 

4.2 Theory and hypotheses 

4.2.1 Self-reporting 

There are several reasons why supervisory authorities may be interested in employing 

self-reporting instruments. Seminal theory in this area indicates that self-reporting can save 

costs associated with the effective detection of non-compliance, and reduce uncertainty 

about punishments for both the authority and regulated agents (Kaplow & Shavell, 1994; 

Heyes, 2000). Subsequent theoretical developments have focused on the contexts of tax, 

environmental, and financial regulations, which are encompassing and permeate a variety 

of industries. A common element across the literature, however, is the emphasis on 

information asymmetry, whereby authorities have limited access to information about 

firms’ activities and operations (this is also referred to as an information gap; Baron & 

Myerson, 1982; Sappington, 1982; Besanko & Sappington, 1987; Pautz & Rinfret, 2016). 

The fundamental problem for authorities is that monitoring is costly, as they have limited 

capacity and resources to process technical and extensive information in order to effectively 

assess whether firms are failing to comply with regulations. Self-reporting can help reduce 
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information asymmetries, and in this sense, it can be seen as a complement of a given 

supervisory strategy. As a result, modern regulatory regimes may transfer control and 

reporting functions to corporate management (referred to as “first instance monitoring”), 

while the final responsibility for oversight, inspections, and sanctions remains on the side 

of the authorities (Parker, 2002). 

Self-reporting instruments can differ in terms of whether they are mandatory vs. 

voluntary, periodic vs. sporadic (submitted only upon request), completed and submitted in 

paper vs. online, or in terms of how extensive and detailed they are. In most cases, 

however, self-reporting instruments are based on the request of sensitive information, and 

for this reason, they tend to be treated as confidential. Self-reporting instruments can also 

have limitations. These mainly relate to potential low response rates (due to, e.g., unclear 

instructions, incapacity to reach the targeted population, unmeetable requirements or 

deadlines), untruthful reporting or intentional misreporting (Friesen & Gangadharan, 2013), 

and low reporting quality (i.e., a level of quality that is insufficient in terms of timeliness, 

precision, or completeness). Although untruthful reporting has by definition low reporting 

quality, the distinction between these two potential limitations is fundamental. This is 

because self-reporting can be truthful, and yet be limited to the bare minimum that is 

required by law. For example, low reporting quality can involve rough approximations of 

numerical or date-related responses, and relate to firms’ unwillingness to answer non-

mandatory questions or provide additional clarifications and perspectives on a voluntary 

basis (in, e.g., open-ended questions). For supervisory authorities, high reporting quality is 

therefore the most desirable outcome.  

4.2.2 Reporting quality as a behavioural outcome 

Self-reporting comprises a series of actions, which broadly relate to properly 

registering contact information so that the firm can be reached by the authorities, reading 

and understanding the instructions of the self-reported instrument (on how and when to 

complete and submit responses), requesting information internally (e.g., to different 

employees or departments within the firm), aggregating and processing gathered 

information (e.g., making calculations or synthetizing evaluations), inputting and reviewing 

responses (by, e.g., board members or heads of departments), and submitting responses on 

time.  
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Reporting quality – in terms of precision, comprehensiveness, and the provision of 

voluntary responses – can be affected by any of the above-mentioned actions, and therefore 

can be conceptualized as a behavioural outcome. As such, reporting quality can be 

explained by firms’ capacity and motivations to strive for high reporting quality. 

4.2.3 The potential influence of a supportive regulatory strategy 

This study builds on the theory of responsive regulation (Braithwaite, 2002; 2007), 

which establishes that regulation is more effective when distinct regulatory strategies are 

properly aligned with corresponding compliance motivations. Regulatory strategies can 

vary in terms of how intrusive they are. More intrusive strategies rely more heavily on 

deterrence (involving audits, inspections, punishments, and direct control), whereas less 

intrusive strategies rely more heavily on persuasion and education (Healy & Braithwaite, 

2006). One key objective for the authorities, therefore, is to identify which motivations 

firms have, and respond accordingly with suitable regulatory strategies. 

Firms may have economic and non-economic motivations to comply with regulations 

(Nielsen & Parker, 2012). Non-economic motivations relate to social or normative 

considerations (i.e., giving value to the perceptions of significant others or being committed 

to act responsibly – over and above economic cost-benefit analyses). Abundant research 

suggests that normative motivations are enhanced by the perception that the authorities’ 

rules and decisions are fair, trustworthy, and legitimate (Malloy, 2003; Parker & Nielsen, 

2011).  

There are several reasons why a supportive strategy fits well into the context of 

supervision and self-reporting, and may motivate firms to strive for high reporting quality. 

First, a supportive strategy places particular value on the exchange of information. A 

regulatory strategy oriented towards education and service-delivery is expected to motivate 

firms to share information and engage in open dialogue with the authority (Braithwaite, 

2007). The focus is not on detecting wrong-doing, but on using information to attain more 

important goals. Firms are treated not with suspicion or cold detachment, but rather with 

respect and in a fair manner (i.e., less as distant regulatees and more as clients or business 

partners; Alford & Speed, 2006; Kirchler, Hoelzl & Wahl, 2008).  

Second, the authority can use this strategy to explain why it needs extensive or detailed 

information. This is particularly important, as providing explanations about legal 
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requirements and advice on how to implement them helps firms to “make sense” of what is 

requested from them and encourages compliance (Fairman & Yapp, 2005; Mendoza, 

Dekker & Wielhouwer, 2016). For example, the authority can indicate that the information 

will be used to gain a better understanding of firms’ states and needs, and consequently 

design and implement tools and strategies that better align firms’ interests with the interests 

of the authority and the industry as a whole. Notably, an effective shift from external to 

internal monitoring requires convincing explanations of why reliable internal diagnostics 

are useful for both the authority and the firm (e.g., for tracking and improving performance 

over time; Sinclair, 1997).  

A third reason, which follows from the prior two, is that a supportive strategy enhances 

perceptions of informational fairness (provision of information in a sufficient, clear, and 

timely manner), procedural fairness (incorporation of firms’ perspectives and needs on how 

to respond to official requests), and interpersonal fairness (treatment of firms with dignity 

and respect through for example a supportive tone; for a review of fairness dimensions, see 

Colquitt, Conlon, Wesson, Porter & Yee, 2001). These perceptions enhance the legitimacy 

of the authority’s requests, and increase the willingness to submit and obey on a voluntary 

basis (Tyler, 2006). Indeed, these perceptions of fairness can lead to reciprocating 

behaviours of supervised firms (Smith & Stalans, 1991; Smith, 1992).  

These elements suggest that a supportive regulatory strategy can be used to explicitly 

recognize and further promote both economic and normative motivations. Firms are better 

able to identify the material benefits of high reporting quality when they are provided with 

straightforward explanations of why it is needed and justified (which relates to the outcome 

of the request). In addition, a supportive regulatory strategy signals that the authority strives 

for responsiveness, simplicity, and accessibility, and that it cares about the firm and the 

relationship they share (which relates to the process of how the request is made and 

handled; Alford & Speed, 2006). By implication, a supportive regulatory strategy involves 

the respectful and empathic treatment of firms. All these elements have the potential to 

enhance fairness perceptions and normative motivations to improve reporting quality and to 

draw attention on its economic value. In terms of social exchange, a strategy based on 

support, guidance, and service-delivery can be seen as a “gift” from the authority, and may 

trigger reciprocation from at least a fraction of firms (Alford & Speed, 2006).  
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4.2.4 Official communications that reflect a supportive regulatory strategy 

Official communications are at the core of a supportive regulatory strategy, especially 

in the context of self-reporting. They are indicative of the social distance between the 

authority and the firm (Braithwaite, 2002), and of how the firm is perceived and treated by 

the authority (e.g., as a suspect vs. a client or business partner; with empathy and respect 

vs. suspicion and detachment). Furthermore, official communications are a principal 

mechanism through which a service-delivery approach is materialized at an industry-wide 

scale, as these communications are needed to properly (i) explain how to obtain materials, 

tools, and information that firms may require to successfully respond to the authority’s 

request (accessibility); (ii) describe and justify the purpose of the request (goal alignment), 

and (iii) display a respectful and open attitude towards the firm (tone). For these reasons, 

official communications are inherently linked to how firms in general develop perceptions 

about the regulatory strategy – not only in terms content, but also in terms form, style and 

tone.  

This logic applies to the specific case of official communications in which the authority 

explicitly requests high reporting quality, which is the main focus or our analysis. Hence, 

we state our first hypothesis as follows: 

H1: The extent to which official communication reflects a supportive regulatory strategy is 

positively associated with reporting quality. 

4.2.5 The moderating effects of firm size and firms’ time horizon 

Hypothesis 1 predicts average differences in reporting quality between firms that 

receive communications of different nature. However, there are also arguments against this 

expectation. In a firm-level – instead of an individual-level – setting, the content of the 

communication can be ignored or insufficiently noticed by firms, and may therefore have 

little or no impact on behaviour. In addition, regulations in the setting of our experiment 

(financial intermediation) have expanded and tightened in recent years, so letters reflecting 

less intrusiveness and more support could be perceived as “soft”, diluting the authority’s 

mandate to legally require firms to comply with its requests. One limitation of 

communicating a supportive regulatory strategy is that it can induce opportunistic 

behaviour, as it relies less on deterrence (Alford & Speed, 2006). Taking these counter-
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arguments into consideration, we identify two relevant factors that can moderate the 

expected association between reporting quality and the nature of the communication.  

Firm size. Firm size is indicative of the availability of resources and organizational 

specialization and professionalism. Reporting and compliance-related tasks are typically 

performed by owners or high-level managers in smaller firms, and by specialized 

departments or personnel in larger firms. As firms become larger, reporting tasks are more 

likely systematic and standardized, and interactions with the authority may be more 

frequent (due to relative importance in the market). For these reasons, larger firms might be 

less sensitive to the content of standardized official communications. 

One could also argue that compliance officers in larger firms may have relatively more 

resources available for gathering and reporting information, and that noting a supportive 

regulatory strategy could make them walk the extra mile. However, these officers are likely 

evaluated based on how they avoid issues with – and raise no concerns from – the 

authorities. Hence, we expect larger firms to have relatively higher reporting quality, 

independent of the level of support they perceive. Our second hypothesis is depicted in 

Figure 4.1, and is stated as follows: 

H2: Firm size weakens the positive effect of communicating a supportive regulatory 

strategy on reporting quality. 

The predicted moderation effect of firm size is relevant in practice, as it informs 

regulators about the possible benefits of customizing their communications for small firms 

and individuals as compared to larger firms.  

Time horizon. This refers to the extent to which firms value future payoffs. It plays a 

crucial role in inter-temporal decisions, in which costs and benefits are spread out over 

several periods of time (Loewenstein & Thaler, 1989). Reporting information can be 

analysed as an inter-temporal decision-making process. High reporting quality is costly, as 

it demands time and effort, and thus can be seen as a cost in the short-run, but as an 

investment in the long-run. This is because high reporting quality can reduce future 

(expected) costs associated with potential audits and inspections, penalties, and legal 

disputes, and can also reduce time and expedite the process of gathering, storing, and 

retrieving information in the future. This goes in-line with the idea that long-term oriented 
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agents value cost-reductions derived from lower supervision, and can thus be monitored to 

a lesser extent (Mendoza & Wielhouwer, 2015). 

Short-term oriented firms are expected to act in a more opportunistic manner, focusing 

predominantly on minimizing costs. They may even blame the authority for the 

circumstances they are in, and perceive regulation as mainly costly and obstructive. This 

can trigger uncooperative motivational postures towards the authority and its requests 

(Braithwaite, 2002). But more importantly, short-term oriented firms may interpret a 

supportive tone as part of a weak enforcement strategy, which is relatively less focused on 

deterrence and therefore less likely effective in detecting and punishing deviance or 

noncompliance. These firms may see a supportive regulatory strategy as an opportunity to 

reduce costs, and assign less value to the potential benefits of attaining high reporting 

quality and developing a cooperative long-term relationship with the authority. Our third 

hypothesis is depicted in Figure 4.1, and is stated as follows:  

H3: The positive effect of communicating a supportive regulatory strategy on reporting 

quality is enhanced by long-term orientation and reversed by (becomes negative with) 

short-term orientation. 

Figure 4.1: The moderating effects of firm size and time horizon 

Hypothesis 2  Hypothesis 3 
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4.3 Data 

4.3.1 Research setting: Financial intermediation 

To test our hypotheses, we conduct a field experiment in the regulatory setting of 

financial intermediation in the Netherlands. In general, financial intermediation regulations 

aim to encourage financial intermediaries to provide sound and transparent advice to 

potential customers of financial products, such as life insurances or mortgage loans. 

Because financial intermediaries tend to have more knowledge than customers about 

financial matters, and charge commissions or fees for the products they sell, they have 

incentives to provide inaccurate or unsuitable advice to customers in order to increase 

private gains (a practice referred to as misselling; Inderst & Ottaviani, 2009). Hence, the 

core objective of regulations in this setting is to prevent misselling behaviour. 

To conduct the field experiment, we entered into a research collaboration agreement 

with the Authority for the Financial Markets (AFM), which is the supervisor of the 

financial markets in the Netherlands (AFM, 2017c). The AFM supervises approximately 

7,000 financial intermediaries, who sell or provide advice on financial products such as 

mortgage loans, income insurances, and damage insurances. 

4.3.2 Market Monitor 

As part of its supervision strategy, the AFM employs a mandatory, online self-

assessment instrument called Market Monitor (MM), which gathers detailed information 

from all financial intermediaries on a yearly basis. This information relates to licenses and 

registrations, economic activities, financial products the firm specializes in, number and 

types of customers, number and function of employees, sales per product, and other 

specifics related to accounting and financial matters (Appendix 4A contains the translated 

questions used of the 2017 MM). The MM provides the AFM with a comprehensive 

overview of the accounting, financial, and managerial states of individual firms as well as 

the industry as a whole. At the same time, the MM helps firms to become aware of internal 

processes and performance, and to track their progress with regard to recommended 

practices. 

The MM is a central element of the AFM’s regulatory strategy. Although the AFM 

also receives customer complaints and performs random audits, completing and submitting 

the MM is the only or main way in which most firms interact with the AFM (unless they 
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contact the AFM for other purposes or specific questions). Because of the size of the 

market, the AFM needs to heavily rely on signals and risk-based supervision to effectively 

regulate financial intermediaries. Notably, the MM is the only means through which the 

AFM can gather detailed information of all market participants simultaneously and on a 

yearly basis. The key implication is that, for most firms, interactions with the AFM are 

restricted to communications directly related to the MM, and in this sense, the AFM’s 

official communications lie at the basis upon which financial intermediaries form 

perceptions about the AFM’s regulatory strategy.  

Before conducting the experiment, the AFM granted us access to the responses from 

the 2016 MM, which allowed us to become familiar with the data (e.g., structure, coding), 

design the random stratification procedure, and explore the feasibility and measurement 

properties of our dependent, moderator and control variables. After conducting the 

experiment, we were granted access to the responses from the 2017 MM. Anonymous firm 

identifiers allow us to track firm responses between these years. Our analysis is entirely 

based on anonymized MM responses.  

The instructions to complete and submit the MM were sent out in three batches. The 

number of firms included in the first, second, and third batches of 2017 are 200, 3,544, and 

3,498, respectively (these numbers differ based on the AFM’s estimates about the time 

required by firms to complete the MM). The instruction letter was sent to all firms on Jan. 

26, 2017. Subsequently, firms received a (second) letter with their username, and one day 

later, they received a (third) letter with the password to log into the system. The first batch 

received these letters on Jan. 31 and Feb. 1, the second batch on Feb. 7 and 8, and the third 

batch on Feb. 21 and 22. Firms in the first batch were requested to submit the completed 

MM between Feb. 6 and Mar. 12, firms in the second batch between Feb. 13 and Mar. 19, 

and firms in the last batch between Feb. 27 and Apr. 2. Upon receiving the first 

(instruction) letter, firms can – and are advised by the AFM to – prepare all the information 

requested. One week before the deadline, firms that had not completed the MM received a 

reminder letter. After the deadline, firms that still had not completed the MM received an 

additional reminder letter. A final reminder letter was sent to a small number of non-

responding firms as a last opportunity to complete the MM before the AFM would take 

regulatory actions against the firm. Online Appendix A contains translated first and second 

reminder letters.  
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The vast majority of firms was already familiar with the MM, and the mandatory 

requirement to complete it. Over 98% of firms in our sample had completed the MM in 

2016. Familiarity with the instrument is relevant for the experiment, as inexperience could 

confound our results (e.g., new firms receiving a letter that reflect a supportive regulatory 

strategy could mistakenly assume that the MM is non-mandatory).  

4.3.3 Experimental manipulation 

We were granted permission to manipulate the content of the three letters that the AFM 

uses to communicate the instructions, username, and password required to complete and 

submit the MM. Our objective is to introduce a manipulation that is consistent throughout 

these three letters, and assess its effect on reporting quality. Firms are randomly stratified to 

one of the following three experimental manipulations: 

 Letters that do not reflect a supportive regulatory strategy (referred to as low support 

letters) 

 Letters that reflect a supportive regulatory strategy, and thus signal a cooperative 

attitude towards the firm (high support letters) 

 Letters that are similar to the letter the authority sent out in the prior year (which the 

AFM requested to include). The responses of this group of firms will not be part of our 

analyses. 

We identify three elements that a supportive regulatory strategy has, and which can be 

signalled via official communications. These are referred to as tone (Wenzel, 2006), 

purpose (Greenberg, 1994; Alford & Speed, 2006), and accessibility (Alford & Speed, 

2006). As explained next, these elements are expected to affect firms’ perceptions about 

support in the same direction. 

Tone. High support letters use a supportive tone, while low support letters use a more 

distant, formal and authoritative tone. Wenzel (2006) showed that an authority’s tone can 

influence agents’ perceptions of interpersonal fairness (which relates to whether firms feel 

that they are treated with fairness and respect). As opposed to low support letters, high 

support letters are expected to enhance firms’ perceptions of interpersonal fairness, and 

motivations to reciprocate the authority’s cooperative attitude and comply with its requests 

(Smith & Stalans, 1991; Smith, 1992). Hence, support in this context is expected to have a 

positive impact on reporting quality.  
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Purpose. In the high support letters, the authority provides information about the goals 

of the MM, describes how these goals are aligned with the goals of the firm, and explains 

why it needs high quality information from the firm. In the low support letters, the authority 

neither provides information about the goals of the MM nor provides explicit reasons of 

why high-quality information is valuable. These explanations are crucial, as they educate 

firms and allow them to “make sense” of what the AFM is requesting from them, and can 

therefore increase firms’ cooperativeness and willingness to comply. Communicating the 

purpose of the MM may motivate firms to reciprocate the authority’s open attitude, 

voluntarily share information, and engage in an open dialogue (Smith & Stalans, 1991; 

Smith, 1992). Providing information about purpose can also enhance perceptions of 

procedural fairness, which relate to how firms perceive that their perspective is being taken 

into account (Greenberg, 1994).  

Accessibility. Accessibility is one of the key elements that can enhance firms’ positive 

experiences with the authority (Alford & Speed, 2006). We manipulate accessibility by 

altering the extent to which the AFM signals willingness to help firms complete the MM, 

but not the options that firms have to contact and receive help from the AFM. The tone and 

formulations of the low support letters signal that there is low willingness to help firms to 

complete the MM, while in the high support letters, the AFM signals a great willingness to 

help. We expect a signal of high (low) willingness to negatively (positively) influence 

firms’ perceived barrier to contact the authority. A perceived low barrier to contact the 

authority may open a dialogue with the authority, and increase information sharing. 

Accessibility can also positively influence perceptions of informational and interpersonal 

fairness. Agents may feel they are treated with respect and provided with all information to 

contact the authority to successfully respond to the authority’s request, which through 

reciprocating behaviour, is motivating them to increase reporting quality (Smith & Stalans, 

1991). 

Appendix 4B contains the translated version of the letters. We conducted two pre-tests 

in different populations to assess the strength of the proposed manipulations in the 

instruction letter.
35

 First, we followed a similar approach as used in Wenzel (2006) by 

directly assessing group differences in perceptions based on different instruction letters that 

experimental participants receive. Specifically, we provided participants with similar 
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 Details on the results of the pretests are available in Online Appendix B. 
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invitation letters as to be used in the field experiment, but then related to a fictional setting 

of tax reporting. We solicited participation of 106 bachelor students in an accounting course 

at a Dutch university to whom we randomly assigned the letters. After reading the letter, 

students filled out a set of questions about perceptions related to motivational postures 

towards the authority, informational and interpersonal fairness, and the authority’s 

regulatory strategy. Results show that the high support letter was perceived as being more 

informationally fair, and more directed towards support than the low support letter. 

However, absolute differences between conditions were relatively small. Participants’ 

motivational postures towards the authority were not altered by the treatment. We discussed 

these results with the AFM and decided to strengthen the manipulation by increasing the 

differences between the high and low support letters (e.g., different tone and further 

adjusting information about goals and support). 

The adjusted letters were pre-tested among 165 MSc accounting students most of 

whom are studying part-time and are employed in a reporting function. This test is based on 

a corporate tax reporting setting. Half of the students indicated to have experience in filing 

corporate tax returns and thus to have existing perceptions about the tax authority, which 

may be important to estimate the strength of the manipulation (Choo et al., 2016). 

Participants were randomly assigned to one of the three instruction letters: high support, 

low support, or last year’s letter (which we included to consult the AFM about their 

existing letter). After reading the letter, participants undertook a tax reporting task, and then 

answered a set of questions capturing motivational postures towards the authority, and 

perceptions of fairness, the authority, and its regulatory strategy. This allowed us to assess 

perceptions in response to the letter, and to have participants conduct an actual task (i.e., 

distraction) before gathering their perceptions. The results of this second pre-test showed 

that the high support letter was perceived to be more informationally and interpersonally 

fair, and aimed at support, particularly by those students with corporate tax reporting 

experience. This finding may well be explained by the fact that these students have a 

reference framework with which they evaluate the authority’s regulatory strategy. This 

finding also suggests that changes in communication may be effective when there were 

earlier interactions, which is applicable to most firms in our sample. 
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4.3.4 Dependent and moderating variables 

Across different regulatory settings, firms are expected to report information in a 

precise and complete manner (Peeters, 2006; Ernst & Young, 2012), and these aspects can 

be directly associated with reporting quality. Following this conceptualization, and based 

on the 2016 MM data (covering information from 2015) as well as on-site discussions with 

AFM representatives, we identified the following three elements of reporting quality: 

comprehensiveness, precision, and voluntary reporting.  

Comprehensiveness of reporting refers to how complete firms report information to the 

authority. The online MM does not allow firms to skip questions (i.e., forced answering). 

However, intermediaries can still avoid questions by deliberately choosing responses that 

limit the number of follow-up questions (e.g., questions that apply to specific firm 

characteristics, products, and activities).
36

 Our measure of comprehensiveness captures the 

total number of questions responded to by firms. Although this does not allow us to observe 

whether individual firms deliberately avoided follow-up questions (e.g., by choosing 

options that avoid follow up questions), it does tell us whether the average number of 

completed questions varies between experimental conditions. Group differences would be 

indicative of avoiding behaviour, and thus reflect differences in comprehensiveness.  

Precision of reporting refers to the precision of numerical responses, such as sales, and 

number of customers. For most of these questions, the AFM explicitly allows 

intermediaries to provide estimates instead of exact numbers. 

We use nine questions in the MM to construct a measure of precision (among which 

are reported sales, provisions and commissions; see Table 4.1). We selected these questions 

because (i) they are relevant for the majority of firms (most firms completed these 

questions in the 2016 MM), (ii) the reported information in these questions is proprietary 

and requires the intermediary to gather a larger amount of information to be able to provide 

more precise estimates, and (iii) the responses have multiple digits. Precision of reporting is 

measured as follows: 

𝑝𝑟𝑒𝑐𝑖𝑠𝑖𝑜𝑛 = 1 −
𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑧𝑒𝑟𝑜𝑠 𝑎𝑡 𝑡ℎ𝑒 𝑒𝑛𝑑 𝑜𝑓 𝑡ℎ𝑒 𝑟𝑒𝑝𝑜𝑟𝑡𝑒𝑑 𝑛𝑢𝑚𝑏𝑒𝑟

𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝑑𝑖𝑔𝑖𝑡𝑠 𝑜𝑓 𝑡ℎ𝑒 𝑟𝑒𝑝𝑜𝑟𝑡𝑒𝑑 𝑛𝑢𝑚𝑏𝑒𝑟
  

                                                 
36

 For example, firms indicating to have part-time employees are asked to respond to follow-up questions 

about those employees. The same applies to specific financial products, such as mortgage loans or life 

insurance. 
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In order to compare precision across treatments, we compute the average score per 

intermediary. For example, if the firm answered five of the nine questions, precision is 

equal to the average score across the five items. The possible values for this variable range 

from just above 0 (only the first digit is not equal to zero) to 1 (the firm did not report a 

zero at the end of the number). Higher scores represent more precise reporting (i.e., fewer 

zeros at the end of the number).  

Voluntary reporting refers to whether firms respond to a non-mandatory item included 

in the MM, which asks intermediaries to voluntarily provide a description of the added 

value of their firm as compared to their competitors. Respondents can choose whether to 

provide this information, and if they do, they can use at maximum 250 words. Voluntary 

reporting is measured with a dummy variable taking the value 1 if the firm answered the 

question, and 0 otherwise. In a robustness test, we use the number of words provided as an 

alternative measure of voluntary reporting.  

Overall reporting quality is a measure that combines the three different components of 

reporting quality indicated above. These components are expected to represent three 

different dimensions of reporting quality, which do not necessarily go in line. For example, 

firms may decide to invest time in submitting a comprehensive report, at the expense of 

precision or voluntary reporting. Our pre-experimental analysis of the 2016 MM data also 

supported the existence of individual dimensions of reporting quality. The overall measure 

of reporting quality equals the sum of the standardized three components. Higher scores 

reflect higher reporting quality.  

Time horizon is measured using two questions in which firms indicate whether they 

expect (1) number of employees and (2) sales to decrease, be the same, or increase in the 

future. The intuition behind the measure is that an expected decrease (increase) in 

employees and/or sales indicates organizational decline (growth) and a shorter (longer) time 

horizon. If a firm expects sales to grow, this indicates that future sales are relatively more 

important compared to current sales, and that the net present value (NPV) is relatively more 

dependent on future sales. Similarly, if a firm expects to hire new employees, it is likely to 

expect increasing business, which makes the future relatively more valuable. Hiring new 

employees can also be seen as an investment, which will only pay off in the future. We rate 

the responses to each of both questions from 1 to 3 where 1 indicates an expected decrease, 

2 expected stability, and 3 an expected increase in sales or number of employees. The 
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correlation between the two questions is 0.301 in 2017 (p < 0.01). We use the average score 

of these two items as a proxy for time horizon, so that lower values represent a short-term 

orientation, whereas higher values represent a long-term orientation.  

Firm size is captured by number of full-time employees. The 2016 data show a non-

normal distribution, so we apply a log-transformation.  

4.3.5 Control variables  

We control for (1) the number of different product types that intermediaries sell as well 

as specific types of products, (2) prior experience with the MM (as indicated by having 

completed the previous MM), (3) connections to branch organizations, (4) franchise 

connections, and (5) the batch in which the letters were sent out. 

Intermediaries can sell 13 different types of products for which they need a license 

issued by the AFM. As a greater product range makes more questions in the MM 

applicable, we control for the number of product types that intermediaries sell. The 

maximum value of this variable is 13. We also include dummy variables to control for 

whether firms sell any of the three most frequently sold product types: damage insurance, 

mortgages, and income insurance, as these may receive relatively more attention in the 

MM.
37

 We further control for the potential effect of having prior experience with the MM, 

as prior interactions with the AFM and this instrument can affect how firms respond to the 

manipulation. Prior experience can make firms better prepared to respond to an information 

request, and influence attitudes towards the authority. On the other hand, our pre-tests 

signalled that experience can make the treatment effect stronger, as the firm has a reference 

to compare the treatment to. We further control for whether the firm is a member of one or 

more branch organizations, as interactions with these connections may also affect 

intermediaries’ perceptions. Similarly, we control for whether the firm is part of a 

franchise, which may affect the firm’s information environment and connections. Finally, 

we include two dummy variables to control for the batch number the firm was part of, as 

the MM is sent out in different batches.  

Table 4.1 provides an overview of the constructs and their operationalization. 

                                                 
37

 Other products for which intermediaries need an AFM license are: consumer credit, electronic money, 

capital products, health insurance policies, pension insurance policies, premium pension claims, participation 

rights in investment companies, investment objects, payment accounts, and savings accounts.  
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Table 4.1: Operationalization of variables  

Construct Operationalization  

Communicated 

supportiveness of 

regulatory strategy 

Experimental treatment: high support letters (1) vs.  

low support letters (0) (see Appendix 4B for translated letters). 

Reporting quality Sum of standardized measures for comprehensiveness of 

reporting, precision of reporting, and voluntary reporting. 

Comprehensiveness of 

reporting 

The number of questions responded to. 

 

Precision of reporting Precision of numerical information (average of scores on items 

2.11, 4.11, 5.1, 5.2, 5.5, 5.10, 5.11, 6.1 and 6.2) measured as 1 

minus the number of zero digits at the end of a number divided by 

the total number of digits in the number.  

Voluntary reporting Indicator whether (1) or not (0) voluntary narrative information is 

provided to item 1.18. 

Firm size Natural logarithm of the number of full-time employees (item 

3.2). 

Time horizon Average of the expected change [increase = 3, no change = 2, 

decrease = 1] in the number of employees (item 3.5), and in firm 

sales (item 5.18). 

Number of product 

types 

Sum of the types of products provided (item 1.4) 

Type of products Three indicator variables: mortgage, damage insurance, income 

insurance (item 1.4) 

Experience Previous experience with the Market Monitor yes/no (item 1.2) 

Member branch-

organizations 

Membership of a branch organization yes/no (item 1.13) 

Franchise Franchisee of a franchise organization yes/no (item 1.11) 

Batch Indicator variable for the batch the firm was in (2 dummy 

variables: group 1 or 2) 
Note: Item numbers refer to questions in the 2017 Market Monitor (see Appendix 4A). All data used for 

variable measurement are derived from the Market Monitor. 
 

4.3.6 Random assignment  

In order to test our hypotheses, we used a stratified random sampling approach to 

assign the treatment to firms. Using the 2016 MM data, we first derived the score for each 

firm on the time horizon measure. This yields five different time horizon groups (the 

average score for items 3.5 and 5.18 can take any of the following values: 1, 1.5, 2, 2.5, and 

3). Within these groups we ordered firms by size, and then randomly assigned the 

treatments to the firms. In this way we assured that within each time horizon level, 

treatments are randomly assigned to intermediaries with different sizes. Figure 4.2 depicts 

the random stratification procedure. In each of the treatment conditions, there are 

approximately 2,400 intermediaries. To test our hypotheses, we only focus on the high- and 

low-support group. 
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Figure 4.2: Random stratification of intermediaries 

 

We also used the 2016 MM data to examine if the two stratification conditions (firm 

size and time horizon) as well as existing perceptions about the authorities’ information 

provision concerning the MM are associated with the treatment conditions. Associations 

between these variables and the treatment could affect the results of the experiment. 

Existing perceptions on the authorities’ information provision concerning the MM are 

captured by the responses to two statements in the MM, being the extent to which 

respondents believed that (1) they were timely informed about the MM, and (2) it was clear 

to them which information they needed to collect to complete it. We find no significant 

differences between the treatment groups for firm size (t-stat. -0.3958), time horizon (t-stat. 

0.0427), and these perceptions (t-stat. 0.6814 and 0.4403). This provides confidence that 

our random stratification procedure was successful. 

4.3.7 Research design  

Summary statistics are reported in Table 4.2.  
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Table 4.2: Summary statistics
38

 

Variable  MM 

year 

Mean SD Q1 Median Q3 

Reporting quality 2017 0.000 1.740 -1.188 -0.052 1.157 

 2016 0.056 1.701 -1.191 0.012 1.251 

Comprehensiveness of reporting 2017 59.674 7.767 55.000 60.000 65.000 

 2016 60.338 7.681 55.000 61.000 65.000 

Precision of reporting 2017 0.692 0.142 0.590 0.682 0.790 

 2016 0.686 0.143 0.583 0.677 0.781 

Voluntary reporting 2017 0.407 0.491 0.000 0.000 1.000 

 2016 0.413 0.492 0.000 0.000 1.000 

Firm size 2017 1.073 0.778 0.693 0.693 1.386 

 2016 1.072 0.785 0.693 0.693 1.386 

Time horizon 2017 2.174 0.462 2.000 2.000 2.500 

 2016 2.183 0.473 2.000 2.000 2.500 

Mortgage 2017 0.645 0.479 0.000 1.000 1.000 

 2016 0.636 0.481 0.000 1.000 1.000 

Damage insurance 2017 0.869 0.338 1.000 1.000 1.000 

 2016 0.883 0.322 1.000 1.000 1.000 

Income insurance 2017 0.758 0.429 1.000 1.000 1.000 

 2016 0.773 0.419 1.000 1.000 1.000 

Number of products 2017 5.127 2.730 3.000 5.000 7.000 

 2016 5.451 2.615 3.000 5.000 7.000 

Experience 2017 0.984 0.127 1.000 1.000 1.000 

 2016 0.986 0.118 1.000 1.000 1.000 

Branch organization 2017 0.605 0.489 0.000 1.000 1.000 

 2016 0.603 0.489 0.000 1.000 1.000 

Franchise 2017 0.095 0.293 0.000 0.000 0.000 

 2016 0.089 0.285 0.000 0.000 0.000 

2017 MM procedure       

Batch 1  0.030 0.171 0.000 0.000 0.000 

Batch 2  0.488 0.500 0.000 0.000 1.000 

Batch 3  0.482 0.500 0.000 0.000 1.000 

Reminder letter 1   0.642 0.479 0.000 1.000 1.000 

Reminder letter 2  0.081 0.272 0.000 0.000 0.000 

Last reminder letter  0.005 0.068 0.000 0.000 0.000 
Note: For MM 2016, N = 4,323, and for MM 2017, N = 4,577. The first reminder letter was sent out to firms 

that had not completed the MM one week before the deadline, the second and final reminder letters were sent 

after the deadline. Online Appendix A contains translated first and second reminder letters. Variable 

definitions are provided in Table 4.1.  
 

The samples sizes for the 2016 and 2017 MM are 4,323 and 4,577, respectively. 

Reporting quality is the sum of the standardized values of comprehensiveness of reporting, 

precision of reporting, and voluntary reporting. In the 2017 MM (which refers to data over 

2016), firms on average responded to 54% of the 111 questions included, reported with an 

average precision of 70%, and had a voluntary reporting response of 41%. 

                                                 
38

 In the proposal, we indicated to report maximum and minimum values in Table 4.2. However, because of 

confidentiality reasons, we have been asked to report Q1, median, and Q3 instead. 
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Firms in the industry are relatively small, ranging in the majority of cases between 0 

and 10 full time employees (note firm size statistics reported in Table 4.2 are log-

transformed). Firms are relatively more long-term oriented than short-term oriented, as time 

horizon on average lies above the midpoint of the scale (2.2 > 2). Firms sell on average five 

types of products. Damage insurance, income insurance, and mortgage loans are sold by 

87%, 76%, and 64% of firms, respectively. Most firms have experience with the MM, as in 

2017 less than 2% completed it for the first time. In the industry, 60% of firms are 

connected to a branch organization, and 9% are part of a franchise chain.  

The AFM sent out instruction letters in three batches. The first batch contained 

approximately 3% of the sample. The second and third batches are similar in size (49% and 

48%, respectively). A first reminder letter was sent out to 64% of firms before the deadline, 

and a second reminder letter to 8% of firms after the deadline. A ‘last reminder letter’ was 

sent out to 0.5% of firms, with a final request to complete the MM before taking regulatory 

actions. The experimental treatment is not significantly correlated with being part of these 

batches or receiving any of the reminder letters (as these are dummy variables, we estimate 

tetrachoric correlation coefficients, and in all cases p > 0.10). 

Table 4.3 contains Pearson correlations between the main variables of interest. 

Receiving a high support letter is negatively though not significantly correlated with 

reporting quality (r = -0.02; p = 0.14) nor with any of its components. Reporting quality is, 

however, positively correlated with firm size (r = 0.30; p < 0.01) and time horizon (r = 

0.20; p < 0.01). This indicates that firm characteristics influence reporting quality. 

Relatively larger firms report in a more comprehensive (r = 0.48; p < 0.01) and precise (r = 

0.05; p < 0.01) manner, but do not differ from smaller firms in terms of voluntary reporting 

(r = 0.01; p > 0.10). For long-term oriented firms, reporting is more comprehensive, 

precise, and voluntary (in these three cases, p < 0.01). Moreover, the positive association 

between firm size and time horizon (r = 0.20; p < 0.01) indicates that larger firms tend to be 

more long-term oriented. 
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Table 4.3: Pearson correlations 

  (1) (2) (3) (4) (5) (6) 

1 High support letter
39

  1.000      

2 Reporting quality -0.022 1.000     

3 Comprehensiveness  -0.007 0.578
***

  1.00    

4 Precision -0.017 0.598
***

  0.032
**

 1.000   

5 Voluntary reporting -0.014 0.565
***

 -0.027
*
 0.009 1.000  

6 Firm size  0.002 0.304
***

  0.477
***

 0.047
***

 0.005 1.000 

7 Time horizon -0.012 0.198
***

  0.261
***

 0.029
*
 0.054

***
 0.205

***
 

Note: ***, **, and * indicate significance at the 0.01, 0.05, and 0.10 level (two-tailed), respectively.  

 

4.3.8 Statistical testing 

Hypothesis 1 focuses on the main effect of the high support letter on reporting quality, 

whereas Hypotheses 2 and 3 focus on how this effect is moderated by firm size and time 

horizon. For each hypothesis, we employ not only reporting quality as predicted variable, 

but also each of its three components. To test Hypothesis 1, we assess group differences 

(between treatments) using t-tests and χ
2
-tests, as well as OLS and logit regressions in 

which we control for the potential influence of relevant variables. The baseline model is 

specified as follows:  

(1) Reporting quality = α + β1·high support letter + β2·time horizon + β3·firm size + 

Σi=4..12βi control variablei + ε 

Our expectation is that β1 is positive and significant.  

Hypotheses 2 and 3 are tested simultaneously, using an extended version of the 

baseline model that incorporates interaction terms. To test Hypothesis 2, we include the 

interaction between firm size and the treatment variable, which we expect to be negative 

and significant. Hypothesis 3 predicts that the effect of the high support letter on reporting 

quality is (i) positive when time horizon is high (i.e., when firms are long-term oriented), 

and (ii) negative when time horizon is low (i.e., when firms are short-term oriented). 

Hypothesis 3 is tested in two ways. First, we replace the time horizon variable with two 

dummies: one for short-term oriented firms (taking the value 1 if the time horizon score lies 

below the midpoint of the scale, and 0 otherwise), and another dummy for long-term 

oriented firms (taking the value 1 if the score lies above the midpoint of the scale, and 0 

otherwise). The regression model includes both dummies and their corresponding 
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 This table slightly deviates from the proposal as the ‘High support letter’ variable was not included.  
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interactions with the treatment variable. In this way, we can assess the expected positive 

and negative interaction effects (for long-term and short-term oriented firms, respectively) 

in the same regression. Under this model specification, the regression intercept captures the 

time horizon scores that lie at the midpoint of the scale (i.e., medium-term oriented firms 

are treated as the reference category). 

Second, we test Hypothesis 3 by generating a categorical time-horizon variable that has 

three levels – for short, medium, and long-term oriented firms (taking the values 1, 2, and 3 

if the score is less than, equal to, and greater than the midpoint of the time horizon scale). 

We run a regression in which we incorporate the interaction between the treatment and this 

categorical variable, and use this interaction to estimate and compare the marginal effects 

of the three time horizon categories across the two experimental conditions.
40

 As we expect 

an antagonizing interaction effect (which is negative for the first level, and positive for the 

third level), we do not formulate an empirical expectation about the sign or the significance 

of the interaction term. For both regressions (one using two time horizon dummies, and 

another using one categorical time horizon variable), we assess whether the effect of the 

high support letter is larger for long-term oriented firms, and smaller for short-term oriented 

firms, as compared to other possible combinations between treatments and time horizon 

levels. 

4.4 Results 

4.4.1 Hypothesis 1 

To assess the treatment effect as predicted in Hypothesis 1, we first estimate mean and 

frequency differences between experimental conditions as registered in the proposal. In line 

with the correlation coefficients presented in Table 4.3, the reported t and χ
2
 tests in Tables 

4.4 and 4.5 indicate that there are no differences between experimental conditions in 

reporting quality or any of its components.  

We also assess the significance of the treatment effect by conducting a planned 

regression analysis in which we control for relevant covariates. We employ linear 

regressions for reporting quality, comprehensiveness, and precision of reporting, and a logit 

                                                 
40

 In the planned additional tests we also run this analysis refining the time horizon measure to all five 

possible values, which was conditional on obtaining enough observations per level. 
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regression for voluntary reporting. The results are presented in Table 4.6, and indicate that 

the treatment has no main effect on the predicted variables.  

Table 4.4: Mean differences and t-tests for reporting quality and two of its components 

(planned tests) 

 High support Low support Difference 

Reporting quality -0.038 0.038 0.076 (0.140) 

Comprehensiveness of reporting 59.619 59.730 0.111 (0.629) 

Precision of reporting 0.690 0.695 0.005 (0.243) 
Note: p-values are in parentheses. 

 

Table 4.5: Contingency table for frequencies of voluntary reporting (planned test) 

 High support Low support  Total 

Voluntary reporting = 1 917 946 1,863 

Voluntary reporting = 0 1,374 1,341 2,715 

Total 2,291 2,287 4,578 

χ
2
   0.849 (0.357) 

Note: p-value is in parentheses. 

 

We run four regressions simultaneously, which can affect the likelihood of finding 

significant results in one or more of them. As planned, we follow theorem 3.1 of List, 

Shaikh, and Xu [2016] to correct the p-values of the independent variable for family-wise 

error rates (e.g., inflated alphas), and obtain the same pattern of results (untabulated; 

corrected p-values of the treatment effect are 0.476 for comprehensiveness, 0.454 for 

precision, and 0.576 for voluntary reporting). Table 4.6 also indicates that reporting quality 

is negatively associated with having experience with the MM, and positively associated 

with firm size, time horizon, being connected to a branch organization, selling of mortgage 

loans or income insurance, and the number of products sold. The negative effect of 

experience indicates that reporting quality is higher for the small fraction of new firms that 

completed the MM for the first time in 2017. New firms may have particularly strong 

motivations to act responsibly and comply with the authority’s requests. The effects of firm 

size and number of products sold can be expected, as they relate primarily to 

comprehensiveness of reporting, and may in part derive from the fact that these firms have 

more information to report. The positive effect of connections to branch organizations goes 

in line with the idea that firm behaviour is influenced not only by the authority, but also by 

peers and industry actors. Time horizon relates positively and significantly to both 

comprehensiveness of reporting and voluntary reporting. The effects of the other control 
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variables on the subcomponents of reporting quality are ambiguous, as the coefficients vary 

in signs and significance.  

Table 4.6: Regression results Hypothesis 1 (planned tests) 

 Expected 

sign 

Reporting 

quality 

Comprehen-

siveness 

Precision Voluntary 

reporting 

Intercept  -1.520
***

 42.460
***

 0.770
***

 -0.108 

  (0.231) (0.734) (0.021) (0.301) 

High support + -0.061 -0.054 -0.004 -0.048 

  (0.046) (0.147) (0.004) (0.061) 

Firm size  0.326
***

 2.628
***

 -0.003 0.019 

  (0.040) (0.129) (0.004) (0.053) 

Time horizon   0.398
***

 1.867
***

 0.003 0.275
***

 

  (0.052) (0.165) (0.005) (0.069) 

Mortgage credit  0.190
***

 3.238
***

 -0.010
*
 -0.313

***
 

  (0.063) (0.201) (0.006) (0.083) 

Income insurance  0.363
***

 2.961
***

 0.005 -0.111 

  (0.070) (0.223) (0.006) (0.092) 

Damage insurance  -0.102 1.151
***

 -0.014
**

 -0.309
***

 

  (0.075) (0.240) (0.007) (0.098) 

Number of products  0.104
***

 0.715
***

 0.002 -0.000 

  (0.014) (0.044) (0.001) (0.018) 

Experience  -0.427
**

 2.720
***

 -0.087
***

 -0.326 

  (0.186) (0.592) (0.017) (0.241) 

Branch organization  0.414
***

 2.140
***

 0.014
***

 0.080 

  (0.054) (0.172) (0.005) (0.071) 

Franchise  -0.030 1.254
***

 -0.014
*
 -0.195

*
 

  (0.082) (0.260) (0.007) (0.110) 

Batch 1  0.705
***

 1.181
**

 0.075
***

 0.051 

  (0.174) (0.553) (0.016) (0.227) 

Batch 2  -0.010 0.121 -0.003 -0.003 

  (0.048) (0.153) (0.004) (0.063) 

      

N  4,577 4,577 4,577 4,577 

F/χ
2
  95.34

***
 554.72

***
 7.29

***
 70.12

***
 

Adjusted R
2
  0.198 0.592 0.016 0.011 

Note: Standard errors are in parentheses. ***, **, and * indicate significance at the 0.01, 0.05, and 0.10 level 

(two-tailed), respectively. 
 

4.4.2 Hypotheses 2 and 3 

In order to test whether the effect of the high support letter on reporting quality is 

weakened by firm size (Hypothesis 2), and strengthened and reversed by long and short-

term orientation, respectively (Hypothesis 3), we incorporate interaction terms in the 

regression model presented in Table 4.6. Table 4.7 presents the results of these planned 
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tests. The control variables are included in all regressions but not reported, as they follow 

the same pattern of results as in Table 4.6. 

The results do not support Hypothesis 2. None of the four dependent variables is 

associated with the interaction between high support and firm size (all p-values > 0.10). 

Reporting quality increases as firms become larger, independent of the level of support in 

the letters that they receive (β = 0.360; p < 0.01), and this effect is primarily driven by 

increases in comprehensiveness (β = 2.772, p < 0.01). 

The main effects also show that long-term oriented firms report higher quality data to 

the AFM (β = 0.279; p < 0.01) than short and medium-term oriented firms. However, short-

term oriented firms do not deliver significantly lower quality data than medium-term 

oriented firms (β = -0.116; p > 0.10). The interactions with the time horizon indicators 

provide partial support for Hypothesis 3. Short-term orientation does not significantly 

moderate the effect of the high support letter on reporting quality, but long-term orientation 

does (β = 0.201, p < 0.05). This overall effect is not due to the individual components of 

reporting quality, but relates to the combination of components. Although not significant, 

the sign of the interaction term between high support and long-term orientation is positive 

across the three reporting quality components. The significant interaction effect needs to be 

analysed in concert with the negative main effect of high support (β = -0.151, p < 0.05). A 

plausible interpretation is that the high support letter sends a signal of a soft or weak 

enforcement strategy, under which the detection and punishment of non-compliance appear 

to be less of a priority for the authority. Considering that reporting quality is costly for 

firms (in terms of, e.g., effort, time, specialized personnel), high support may have the 

unintended effect of demotivating firms to attain high reporting quality. The negative effect 

of high support is, however, counteracted by a long-term orientation. For long-term 

oriented firms, a high support letter is less likely to negatively affect reporting quality. This 

goes in line with the idea that long-term oriented firms see reporting quality as a continuous 

investment, which has longer term internal benefits (e.g., to track changes, identify 

weaknesses through time), and external benefits for the relationship with the authority (e.g., 

to build trust, fluent communication, and a reliable mutual learning process). In this sense, a 

long-term orientation may act as a buffer against possible changes in the perceived strength 

of the authority’s enforcement strategy. 
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Table 4.7: Regression results Hypotheses 2 and 3 (planned tests) 

 Exp. 

sign 

Reporting 

quality 

Comprehen-

siveness 

Precision  Voluntary 

reporting 

Intercept  -0.804
***

 45.824
***

 0.777
***

 0.387 

  (0.198) (-0.633) (0.018) (0.258) 

High support (HS)  -0.151
**

 -0.067 -0.009 -0.168
*
 

  (0.072) (0.230) (0.007) (0.096) 

Firm size (FS)  0.360
***

 2.772
***

 -0.005 0.078 

  (0.050) (0.158) (0.004) (0.065) 

Short-term orientation (STO)  -0.116 -0.527
*
 0.000 -0.093 

  (0.097) (0.310) (0.009) (0.129) 

Long-term orientation (LTO)  0.279
***

 1.508
***

 0.000 0.179
*
 

  (0.072) (0.231) (0.007) (0.095) 

HS x FS - -0.050 -0.171 0.004 -0.108 

  (0.060) (0.191) (0.005) (0.079) 

HS x STO - 0.058 0.087 -0.005 0.180 

  (0.136) (0.435) (0.012) (0.181) 

HS x LTO + 0.201
**

 0.045 0.013 0.219 

  (0.101) (0.323) (0.009) (0.134) 

      

N  4,577 4,577 4,577 4,577 

F/χ
2
  72.83

***
 415.11

***
 5.85

***
 79.53

***
 

Adjusted R
2
  0.201 0.591 0.017 0.013 

Note: Exp. stands for “Expected”. The control variables are the same as in Table 4.6, but are not reported in 

this table for brevity. Standard errors are in parentheses. ***, **, and * indicate significance at the 0.01, 0.05, 

and 0.10 level (two-tailed), respectively. The exact p-values of HS x LTH on comprehensiveness, precision, 

and voluntary reporting are 0.889, 0.160, and 0.101.  

 

4.4.3 Marginal effects  

The regression results presented in Table 4.7 are used to estimate the marginal effects 

of high support on reporting quality for short- and long-term oriented firms. In line with our 

proposal, the differences between marginal effects are reported in Table 4.8. The 

estimations show that reporting quality significantly decreases with short-term orientation, 

and significantly increases with long-term orientation. The key finding is that the high 

support letter leads to lower reporting quality when firms are not long-term oriented (i.e., 

for LTO = 0, high support reduces reporting quality by 0.118, p = 0.052), while for long-

term oriented firms reporting quality is similar across the two letters. As explained earlier, 

long-term orientation may prevent firms from taking advantage of what may be perceived 

as a softer or weaker enforcement strategy. 
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Table 4.8: Marginal effects of high support on reporting quality for short and long-term 

orientation (planned tests)
41

 

 Short-term orientation (STO) Long-term orientation (LTO) 

 STO = 0 STO = 1 Difference LTO = 0 LTO = 1 Difference 

High support = 0 0.141 -0.504 -0.645*** -0.217 0.357 0.574*** 

High support = 1 0.064 -0.581 -0.645*** -0.336 0.379 0.715*** 

Difference -0.077 -0.077  -0.118* 0.022  
Note: STO = 1 (0) refers to the group of firms that are have scores below (equal to or above) the midpoint of 

the time horizon measure. Similarly, LTO =1 (0) refers to the group of firms that have scores above (equal to 

or below) the midpoint of the time horizon measure. 

  

4.4.4 Unexpected events during the study and their effects on the results 

As part of the two-stage editorial process, authors commit to the methodology and 

research design before the study is conducted and the data are collected. Especially in the 

case of a field experiment, this process provides scope for unexpected events to influence 

the data gathering process (and possibly also results). We encountered three events that 

were beyond our control but require attention. 

First, due to an error in the letter printing process outsourced by the AFM, around 30 

firms received the invitation letter on printing paper of another company (Heineken) instead 

of AFM paper. The AFM contacted each of these firms as soon as they noticed the mistake. 

The error received limited media attention which likely has reached at least part of the firms 

in the sample. If we exclude the firms that received the flawed letter from the analysis, we 

find similar results, with the exception that the positive effect of the interaction between the 

high support letter and long-term orientation on voluntary reporting becomes marginally 

significant (p < 0.10).  

Second, another printing error caused the second batch of firms to receive the 

username letter twice instead of first the username letter and then the password letter. The 

AFM corrected this mistake by sending an additional letter with the password. By 

controlling for batches in the main analysis, we already take the potential effect of this error 

into account. 

Third, the AFM sent three different reminder letters during the process: the first a week 

before the deadline, the second after the deadline, and then a third final reminder letter (see 

section 3b for a more thorough explanation). Approximately 13% of intermediaries did not 

                                                 
41

 This table reports the results differently than how we proposed it. The current table is more functional and 

provides more insight into the interaction between the treatment and time horizon.  
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meet the deadline, which was a greater proportion than expected based on prior experience. 

The majority of these late respondents received multiple (generic) reminder letters, which 

may have diluted the treatment effect, and these firms may also have different motivations 

than those responding in time. We conduct two tests to assess the potential impact of this 

proportion of late responses. First, we use dummy variables to indicate if a firm received a 

particular reminder letter and include them as additional covariates in the main analysis. 

This yields the same pattern of results and strengthens the association between reporting 

quality and the interaction between high support and long-term orientation (p < 0.05). 

Second, we redo all main analyses excluding late respondents. Results are similar to those 

reported above, except for a marginally significant negative difference in average reporting 

quality between experimental groups (p < 0.10). 

4.4.5 Additional analyses 

A – Change in reporting quality. As proposed, we conduct an additional analysis to 

examine whether the experimental treatment is associated with the change in reporting 

quality and its three components (where change = 2016 score – 2015 score). For 

comprehensiveness, the score is scaled using the total number of questions from the 

corresponding year (i.e., change = 2016 score / 111 items – 2015 score / 109 items). The 

results of the t and χ
2
 tests, as well as the regression analysis do not provide evidence in 

favour of a treatment effect on any of these change variables. When we include the 

interaction terms, however, we find a reasonably similar pattern of results as in Table 4.7. 

The main effect of high support is negative though no longer significant (p = 0.16), and the 

same holds for the positive interaction between high support and long-term orientation (p = 

0.11). The main effect of firm size is positive for the change in reporting quality (p < 0.01), 

comprehensiveness (p < 0.01), and voluntary reporting (p < 0.05); and the main effect of 

long-term orientation is positive for the change in reporting quality (p < 0.05) and 

comprehensiveness of reporting (p < 0.01). In line with Hypothesis 2, the effect of the 

interaction between firm size and high support is negative for the change in voluntary 

reporting (p < 0.01). In line with Hypothesis 3, the effect of the interaction between long-

term orientation and high support is positive for the change in precision of reporting (p < 

0.05). Online Appendix C reports the tabulated results. 

B – Perceptions of informational fairness. We use the average score of responses on 

the following two statements (item 8.1 in the MM) to create a measure of informational 
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fairness: “I was informed about the Market Monitor in a timely manner”, and “It was 

sufficiently clear which information my organization had to gather in order to provide 

answers to the questions in the Market Monitor” (Cronbach α = 0.90). These items are 

indicative of perceived informational fairness as they relate to being informed in a 

sufficient and timely manner. Responses were provided on a five-point scale, ranging from 

“completely disagree” to “completely agree”. The results of the planned additional t-tests 

indicate that informational fairness does not differ across experimental conditions. These 

results are not in line with those of the pre-tests, namely that the treatment significantly 

influenced perceptions of informational fairness, especially for participants with reporting 

experience. Furthermore, correlations between perceptions of informational fairness and the 

measures of reporting quality are close to zero and non-significant. OLS and logit 

regressions confirm that perceptions of informational fairness are not significantly related 

to reporting quality. 

C – Benford’s Law. Benford’s law describes the phenomenon that the first four digits 

of randomly reported numbers follow specific frequency distributions (Benford, 1938; Hill, 

1995). Frequency distributions that deviate from Benford’s law may indicate that reported 

numbers are fraudulent or imprecise (examples of applications of Benford’s law are in 

Carslaw (1998), Durtschi, Hilison & Pacini (2004), and Nigrini (1996)). For example, if 

reporters round numbers, this will cause increases in the frequency of zeros relative to the 

base prediction of Benford’s law. 

In a planned additional analysis, we use χ
2
 tests to estimate differences in precision 

between experimental groups, by comparing their frequency distributions of digits for 

reported sales (MM item 6.1) with Benford’s frequency distribution. Hypothesis 1 predicts 

that the low support group will report with lower precision than the high support group. 

Accordingly, we expect that the low support group will show larger deviations from 

Benford’s distribution than the high support group, and that deviations occur at an earlier 

digit (e.g., at the second instead of third digit). Figure 4.3 shows for the first four digits the 

frequency distributions for both the high and low support group relative to Benford’s law.  
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Figure 4.3: Tests of deviations from Benford’s law (planned additional analysis) 

 

Note: Figure 4.3 shows for the first, second, third, and fourth digit of reported sales, how frequent firms 

reported a particular number. Reported X
2
 (p-values) refer to the test statistic (significance) of differences in 

frequency distributions between the treatment group and Benford’s law. 
 

In both experimental conditions, the first digit (Panel A) does not significantly deviate 

from Benford’s law, while the distribution of the second digit (Panel B) shows a more 

frequent observation of zeros and fives than predicted, indicating that firms round numbers. 

For each of the treatment conditions, the differences with Benford’s frequency distribution 

are highly significant (p < 0.001). We find similar results for the frequency distributions of 

the third and fourth digit (Panel C and D); observed zeros in both experimental conditions 

are much more frequent than Benford’s frequency distributions would predict. These results 

are consistent with common use of rounding by intermediaries at these digits, but reveal no 

differences between the experimental groups. Indeed, tests of differences between 

experimental groups in the frequencies of reported zeros and fives show no significant 

differences for all four digits (all p-values > 0.05). 

D – Timeliness in responding. The AFM requires intermediaries to report the requested 

information within a particular timeframe as effective supervision requires timely reporting 
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of information. Therefore, in this planned additional test, we examine how our treatment 

influences timeliness in reporting, using a dummy variable that indicates whether 

intermediaries submitted responses in time (0) or not (1).
42

  

In the high and low support conditions, 13.92% and 12.29% of the firms submitted 

after the deadline, respectively. This difference is not significant (p-value of X
2
 test = 

0.101). A planned logistic regression analysis (Table 4.9, column 1) further shows that the 

interaction effect between the treatment and long-term orientation is positive and significant 

(β = 0.476, p < 0.01). This indicates that long-term oriented firms receiving a high support 

letter were less likely to meet the deadline. If long-term orientation captures motivations to 

act responsibly, a low support letter (which makes the deadline more salient) may move 

long-term oriented firms to report in time. 

E – Alternative measure of time horizon. Our proposal (footnote 4) includes a planned 

test that was conditional on the time horizon variable having sufficient observations for the 

minimum (1) and maximum (3) values. As each time horizon category has sufficient 

observations, we conduct the planned analysis and contrast the extremes with the levels in 

the middle (1.5, 2 and 2.5). The results are depicted in Figure 4.4, and show that the effect 

of the high support letter is negative for the shortest time horizon (th = 1), leading to lowest 

level of reporting quality (difference of 0.269, p = 0.036).  

F – Effort in responding. Higher quality reporting is expected to be more time-

consuming. However, efficient preparation and well-organized (and precise) information 

systems can decrease the time needed to complete the MM. We examine in this planned 

additional test how our treatment influences the self-reported time for preparing and 

completing the MM (number of hours; item 8.5 in the MM), and the time firms actually 

spent online to complete the MM as recorded by the AFM. Due to the skewed distributions 

of these variables, we log-transform them.
43

 

 

                                                 
42

 Initially, we expected that the high support letter could enhance intermediaries’ normative motivations to 

report early, but also that it could increase the time needed to report higher quality data. Considering the main 

results, however, there is no reason to believe that the high support group has better normative motivations 

than the low support group, nor that they would invest extra to report higher quality data. 
43

 We did not propose a logarithmic transformation. However, as we gathered the data, we learned that there is 

a noise in the recorded online time (e.g., people leaving the screen open without working on the MM). To 

decrease the impact of this noise and to normalize the distribution, we apply a logarithmic transformation.  
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Figure 4.4: Marginal effects of time horizon on reporting quality (planned additional test) 

 

On average, the high support group reported that they needed 3.87 (e
1.352

) hours to 

prepare and complete the MM, while the low support group reported a time spending of 

3.86 (e
1.351

) hours. AFM records show that the high support group spent on average 1.59 

hours online, and the low support group on average 1.65 hours. These differences are not 

significant. We conduct OLS regression analyses on both variables (Table 4.9, columns 2 

and 3). The F-test of the regression model for recorded online time is not significant, and 

we refrain from drawing inferences from the results. Results for self-reported time confirm 

the results of the t-tests that there is no difference between treatment conditions. Firm size 

(p < 0.01) and long-term orientation (p < 0.10) are positively associated with self-reported 

time, which converges with the earlier finding that larger and long-term oriented firms 

deliver higher reporting quality. 

G – Extensiveness of voluntary reporting. We proposed as potential alternative 

measure of voluntary reporting the number of words submitted in item 1.18, which 

robustness test was conditional on obtaining access to these data. We were able to obtain 

these data and replaced the voluntary reporting indicator with this measure of extensiveness 

of voluntary reporting to redo all planned analyses. This provides similar results as 

reported, with two exceptions. First, in line with the results of our main analyses, results 

(Table 4.9, column 4) show that firms with a low support letter on average provided more 

words than firms with a high support letter (β = -0.055, p < 0.01). Long-term oriented firms 

receiving a high support letter provide more extensive responses (β = 0.191, p < 0.01), 
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while short-term oriented firms receiving a high support letter provide the shortest (β = -

0.108, p < 0.01). The results of this planned additional test thus provide support for the 

antagonizing interaction predicted in Hypothesis 3: the high support letter induces more 

extensive voluntary reporting for long-term oriented firms, while it does the opposite for 

short-term oriented firms. 

Table 4.9: Results (planned additional) tests D – G 

 Late 

reporting 

(D) 

Self-reported 

time to 

complete the 

MM (F) 

Recorded online 

time to complete 

the MM (F) 

Number of 

words 

voluntary 

reporting (G) 

Intercept -1.016*** 1.219*** 4.335*** 3.179*** 

 (0.314) (0.071) (0.103) (0.029) 

High support letter (HS) -0.101 0.037 -0.082** -0.055*** 

 (0.146) (0.026) (0.037) (0.013)  

Firm size (FS) -0.019 0.065*** 0.020 0.155*** 

 (0.112) (0.018) (0.026) (0.007)  

Short time horizon (STH) 0.148 0.040 -0.022 0.047*** 

 (0.184) (0.035) (0.050) (0.017)  

Long time horizon (LTH) -0.103 0.044* -0.062* 0.163*** 

 (0.148) (0.026) (0.037) (0.013)  

HS x FS 0.001 -0.031 0.005 -0.006 

 (0.141) (0.022) (0.031) (0.008)  

HS x STH 0.189 -0.077 0.058 -0.108*** 

 (0.256) (0.049) (0.071) (0.025)  

HS x LTH 0.476** -0.055 0.071 0.191*** 

 (0.201) (0.036) (0.052) (0.017)  

     

N 4,577 4,440 4,577 4,577 

F/X
2
 244.28*** 6.84*** 1.06 6,460.27*** 

Adjusted R
2
 0.069 0.021 0.000 0.036 

Note: Standard errors are included in parentheses. ***, **, and * indicate significance at the 0.01, 0.05, and 

0.10 level (two-tailed), respectively. We registered tests D, F, and G in our proposal.  

 

Second, in analyses that employ the recalculated measure of reporting quality (i.e., 

using the extensiveness of voluntary reporting), we similarly find in the test that employs 

the 5-level categorical time horizon measure (similar to test E) evidence for the predicted 

antagonizing interaction effect: high support increases reporting quality for long-term 

oriented firms (p = 0.046), and reduces reporting quality for short-term oriented firms (p = 

0.016). 

H – Perceived inconsistency between the high support and reminder letters. We 

conduct two unplanned additional tests because of the significant proportion of firms that 
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received a first reminder letter one week before the reporting deadline.
44

 The high support 

letter may have evoked a weaker sense of obligation and urgency to report in time, which is 

in contrast to the tone of the reminder letter. Firms in the high support group receiving a 

reminder letter may have perceived an inconsistency which could enhance perceptions of 

unfairness and translate into lower reporting quality. To examine the effects of this 

potential inconsistency on reporting quality and perceptions of informational fairness, we 

conduct two unplanned additional tests. These tests use the same explanatory variables as 

those reported in Table 4.6, plus (i) a dummy variable taking the value 1 if the firm 

received a reminder letter and 0 otherwise, and (ii) its interaction with the high support 

letter dummy. A negative and significant interaction effect would indicate that firms 

receiving these two letters react negatively to potentially inconsistent messages. 

Untabulated results show this interaction term is associated with neither overall reporting 

quality (β = -0.025, p = 0.792) nor informational fairness (β = 0.052, p = 0.173), indicating 

no significant differences induced by the reminder letter.  

4.5 Conclusion  

In collaboration with the Authority for Financial Markets (AFM) in the Netherlands, 

we conduct a field experiment to examine whether official communication that reflects a 

supportive regulatory strategy influences the quality of the information reported in a 

mandatory self-assessment, which is called Market Monitor (MM). Official 

communications (instructional letters containing information about the invitation, 

username, and password to complete and submit the MM) are manipulated in three ways. 

Letters that reflect a high support strategy (high support letter) have a supportive tone 

(tone), explain the objectives of the MM and how these align with the objectives of the firm 

(purpose), and signal a strong willingness of the AFM to help firms complete the MM 

(accessibility). In a low support letter, in contrast, the tone is distant, formal and 

authoritative; firms are not informed about the goals of the MM, and the communicated 

willingness to help firms is low. 

We hypothesize that (1) a high support letter is positively associated with firms’ 

reporting quality, (2) firm size weakens this positive association, and (3) a long-term 

orientation enhances this association, while a short-term orientation reverses it (so that the 

                                                 
44

 We thank the reviewer for suggesting these additional tests. 
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effect becomes negative). In the planned main analyses, we find no evidence indicating that 

the high support letter induces higher reporting quality, or that this effect is moderated by 

firm size, although firm size directly influences reporting quality. The planned main and 

additional analyses provide partial evidence for the third hypothesis. Firms with a long-

term orientation have higher reporting quality than firms with a medium or short-term 

orientation, and as compared to these firms, show no decrease in reporting quality when 

receiving a high support letter. If we replace the use of voluntary reporting for the 

extensiveness of voluntary reporting, we find evidence for the predicted antagonistic effect, 

where the high support letter has a positive (negative) effect for firms with a long (short) 

time horizon. These results jointly suggest that, in order to obtain high quality information 

in self-reports, the authority benefits from a high support letter only if firms have a long-

term orientation. 

In general, it is believed that authorities benefit from more support-based regulatory 

strategies. We do not find support for that position in this industry. A possible explanation 

is that in the relationship between the AFM and intermediaries, insufficient trust has been 

developed to accommodate such a strategy. A survey of Baarsma, Risseeuw & Rosenboom 

(2012) among financial intermediaries found they were critical about the way in which the 

AFM supervised the market (but not towards supervision in general). Intermediaries also 

indicated in this survey they were not convinced that the information collected by the AFM 

was useful for supervision. While the nature of self-reporting and the AFM’s information 

demands have changed since then, intermediaries may still not be convinced of the 

objective of the MM, may not feel the AFM is able to easily detect misreporting, and may 

in general have negative motivational postures. If motivational postures are on average 

already negative, a supportive strategy may not help to enhance reporting quality. In 

contrast, compared to receiving a high support letter, intermediaries receiving a low support 

letter may interpret the stricter tone and low accessibility as an indication that reporting 

high quality data is a regulatory obligation. This could explain why the low support letter 

does not perform worse in this setting. Our finding of a differential impact of the two letters 

for long-term oriented firms, supports the expectation that especially those who value 

future interactions with the regulator are more strongly influenced by a supportive 

regulatory strategy. 
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Our results contribute to different streams of literature. First, we contribute to the 

theory of responsive regulation by providing evidence that reporting quality differs for 

firms with different time horizons, and that these differences can increase depending on the 

regulatory style that is communicated to these firms. In addition, while there is a general 

positive stance towards supportive regulatory strategies and the benefits they can provide, 

our findings provide no evidence of a direct positive effect on firms’ reporting quality. This 

may relate to the nature of the industry and the relationship between supervisor and market 

participants, which seem to be important in considering the effects of such strategies. 

Second, the results of our study contribute to the literature of regulatory reporting in which 

field experiments are rare. We demonstrate that communication alone may have an effect 

on reporting quality without actual differences in regulatory strategy. This suggests that 

adapting responsive regulation strategies across a wider setting of interactions between a 

supervisor and subsets of firms may have stronger effects. 

Our findings have three practical implications. First, they show that time horizon is 

associated with firms’ reporting behaviour. Authorities may use this insight to differentiate 

between firms with different time horizons and, for instance, target quality checks on self-

assessment data particularly at short-term oriented firms. Second, our findings show that 

the effect of a high support letter on reporting quality differs with firms’ time horizon. 

Authorities employing self-reporting as part of their regulatory strategy may want to 

examine firms’ time horizon to decide how to present themselves in official 

communications, and in considering their supervision strategy and regulatory actions. 

Third, a high support strategy does not come without risks. For example, a high support 

letter may evoke a weaker sense of urgency and obligation, or send signals of weak 

enforcement capacity. Authorities thus need to carefully consider when and for whom such 

strategies can effectively be adopted. 

Despite the fact that we find support for differentiating communication dependent on 

firms’ time horizon, several challenges remain. In the industry that we study, the 

intermediaries might on average still not perceive the information that is collected by the 

Market Monitor as highly valuable. This implies that the regulator could have a challenge 

to convince the market about the relevance beyond the content of the letter. The fact that 

the letter results in differences between firms is promising in the sense that targeted 

supervision has upside potential. Future research could provide regulatory authorities with 
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more insight into the persistence of the observed effects. Re-using these letters may become 

standard after a certain period of time, potentially causing them to lose their effect. It may 

therefore be important to adapt a support-based strategy for targeted firms over a wider 

range of interactions. Future studies could also examine if and how other regulatory 

instruments, such as phone calls and audits, influence firms’ reporting behaviour. In 

addition, it may be highly relevant to examine to what extent reporting behaviour is related 

to other behavioural outcomes, such as compliance with regulations. Examining the effects 

of low vs. high support letters on compliance, when these letters communicate the same 

requirements and expectations to firms, would provide valuable insights on how perceived 

support interacts with the sense of obligation. 

 


