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Abstract
This study focus on CSR proposals that pass or fail by a small margin of

votes. The passage of such “close call” proposals is akin to a random

assignment of CSR to companies and hence provides a quasi-experiment

to study the effect of CSR on performance.

The adoption of close call CSR proposals leads to a significant increase

innshareholder value and operating performance.

Finally, this paper find that close call CSR proposals differ from non-close

proposals along several dimensions. Accordingly, although this results

imply that adopting close call CSR proposals is beneficial to companies,

they do not necessarily imply that CSR proposals are beneficial in general.



1.Introduction



The View of CSR

The Early Literature The Recent Literature

agency conflict；

a “donation” that reduces profits.

the ultimate goal is benefiting 

shareholders;  improve companies’ 

efficiency and enhance their 

reputation and trust.

negative a causal determinant of financial 

performance

However,a limitation is that CSR is endogenous with respect to CFP.

For example, it could be that companies engage in CSR because they 

are more profitable or expect their future profitability to be higher. The 

positive correlation between CSR and CFP does not warrant a causal 

interpretation.

2.Background



3.Data and Methodology
3.1. Data Sources & Characteristics

The data on shareholder proposals are obtained from two databases: 

RiskMetrics and SharkRepellent. RiskMetrics covers shareholder proposals 

that came to a vote from 1997 to 2011 at S&P 1500 companies as well as 

approximately 400–500 additional widely held companies. SharkRepellent’s 

proxy voting database includes shareholder proposals from a broad universe

of about 4,000 companies in the Russell 3000 index from 2005 to 2012. 

Both databases are merged to obtain a comprehensive data set of 

shareholder proposals that came to a vote between 1997 and 2012. Then 

the sample is restricted to shareholder proposals that are related to CSR. 

The final sample consists of 2,729 CSR proposals.



3.Data and Methodology
3.1. Data Sources & Characteristics

As Figure 1 shows, most proposals receive very little support.Fortunately，
the number of close call proposals is sufficiently large in absolute terms: 

61 proposals received a vote share within the ±5% interval around the 

majority threshold and 122 within the ±10% interval. 

Figure 1



3.Data and Methodology
3.1. Data Sources & Characteristics

The average percentage of votes in favor was merely 9% in the first half of 

the sample (1997–2004), it increased to 17% in the second half (2005–

2012). This evolution documents an increase in shareholders’ awareness 

for CSR issues over time.



3.Data and Methodology
3.1. Data Sources & Characteristics

Panel B reports the breakdown of the proposals according to the different types of 

CSR. As can be seen, the proposals that are most likely to be approved are those 

pertaining to labor issues (5.27% are approved).



3.Data and Methodology
3.1. Data Sources & Characteristics

Panel C provides a breakdown according to the type of proposal sponsor. The most 

common sponsors are religious groups, yet they are also the least likely to succeed. 

The most successful activists are public pension funds and SRI funds, who see 

3.89% and 3.36%, respectively, of their proposals being approved. 



3.Data and Methodology
3.2. Methodology

This paper uses the methodology that adapts the regression discontinuity framework 

so as to estimate the effect of shareholder CSR proposals on outcome variables.

3.2.1. Regression Discontinuity in Shareholder Votes.

outcome variable for firm i at time t——yit. 

the proposal receives a vote share——vit. 

the proposal is approved ——passit = 1(vit ≥ v* , where v* is the majority threshold.)

polynomial for observations on the left-hand side of the threshold——Pl (vit, yƒl)

polynomial for observations on the right-hand side of the threshold——Pr (vit, yƒr)

standard errors clustered at the firm level



3.Data and Methodology
3.2.2. Multiple Periods and Multiple Votes.

The specification in Equation (1) is subject to two potential caveats. First, the 

shareholder vote at time t may have an impact on outcomes at t+1, t+2, etc. 

Second, for each firm and meeting date, shareholders may have to vote on 

more than one CSR proposal.

observations at time t +ד are pooled for multiple ד ’. Specifically, observations used 

are in periods t − 2 to t + T (T is up to seven days for abnormal returns and up to 

four years for annual variables such as the return on assets). 

firm-meeting fixed effects——ait

fixed effects for the time period relative to the meeting date——aד

fixed effects for the calendar year——ac



3.Data and Methodology
3.3. Variable Definitions and Sample Characteristics 

3.3.1. Abnormal Returns.

The advantages of using abnormal returns.

First,they can capture all potential channels through which CSR may benefit 

shareholders.

Second, the stock market reaction on the day of the vote is most likely attributable to 

the vote itself.

Abnormal returns are computed by the four-factor model.Daily stock return data are 

obtained from the Center for Research in Security Prices. The four factors are 

obtained from Kenneth French’s website.The coefficients of the four-factor model are 

estimated by OLS. 



3.Data and Methodology

3.3.2. Summary Statistics.



3.Data and Methodology
3.4. Tests for Quasi-Randomized Assignment

3.4.1. Continuity in the Distribution of Shareholder Votes. 



3.Data and Methodology
3.4. Tests for Quasi-Randomized Assignment

3.4.1. Continuity in the Distribution of Shareholder Votes. 

As is shown,there is no 

evidence for a discontinuous 

jump. 



3.Data and Methodology
3.4.2. Preexisting Differences.

The second testable implication of the 

randomness assumption is that companies 

whose voting share is immediately below 

or above the majority threshold should be 

very similar on the basis of ex ante 

characteristics.

Given the large number of characteristics 

considered in Table 4, it is expected that 

some of them would appear significantly 

different.

Table 4



4. Results
4.1. Main Results

4.1.1. Graphical Analysis.

As can be seen from the figure,

abnormal returns appear to be a

continuous and smooth function of

the vote share everywhere except

at the winning threshold, where

there is a discontinuous jump. This

evidence suggests that proposals

that are approved by a small

margin of votes lead to an increase

in firm value compared with

proposals that fail by a small

margin of votes.

Abnormal returns seem to converge to zero as we move further to the left or right

of the majority threshold. This pattern suggests that the outcome of non-close

votes is anticipated by the market.



4. Results
4.1. Main Results

4.1.2. Regression Analysis.



4. Results
4.1. Main Results

4.1.3. Multiple Votes and Multiperiod Analysis. 



4. Results
4.1. Main Results

4.1.4. Robustness.

The abnormal returns are replaced by a 

dummy variable that equals 1 if the abnormal 

return is positive and 0 otherwise. Since this 

dummy ignores the magnitude of the 

abnormal return, it is not sensitive to outliers. 



4. Results
4.1. Main Results

4.1.5. Confounding Effect of Governance Proposals?



4. Results
4.1. Main Results

4.1.6. Level of CSR.



4. Results
4.2. Magnitude of the Effect

In baseline specification, the abnormal return of passing a close call CSR proposal

is 0.92%. Since shareholder proposals are not binding, this estimate only measures

the effect of approving a CSR proposal. The latter can be approximated by rescaling

the estimated coefficient by the probability of implementing the proposal. Accordingly,

the approximate effect of implementing a close call CSR proposal is 1.77% in

abnormal returns.

CGG find that adopting close call governance proposals leads to an increase in

shareholder value by 2.8%. This comparison indicates the benefits from CSR

proposals are less than these from governance proposals.



4. Results
4.3. Long-Run Effects of CSR

4.3.1. Implementation. 4.3.2. Corporate Governance.



4. Results
4.3.3. Operating Performance and Firm Value.



4. Results
4.3.4. How Does CSR Benefit Companies?

First, implementing CSR programs may be a way to cater to customers that are 

responsive to sustainable Practices. In this case, one might expect an increase in 

sales growth following the adoption of CSR proposals, as they would allow 

companies to extend their customer base.

Second, CSR programs may increase employee satisfaction. Edmans shows that 

companies with higher job satisfaction earn higher abnormal.

Third, CSR initiatives may foster the use of more efficient technologies or production 

processes. Porter views pollution as a waste of resources  and argues that efforts to 

reduce pollution might not only reduce a company’s environmental footprint but also

strengthen its competitiveness.



4. Results
4.3.4. How Does CSR Benefit Companies?



5. External Validity
5.1. How Representative Is the Sample?



5. External Validity
5.2. How Representative Are Close Call CSR Proposals?



5. External Validity
5.2. How Representative Are Close Call CSR Proposals?



5. External Validity
5.2. How Representative Are Close Call CSR Proposals?



6. Conclusion

1. The adoption of close call CSR proposals leads to a significant increase in

shareholder value by 1.77%.

2. The value gains are stronger for firms with relatively low levels of CSR prior to 

the vote. 

3. The passing of close call CSR proposals has a positive impact on operating 

performance. Furthermore, the impact comes from labor productivity and sales 

growth.

4. This study is the first to provide empirical evidence on the causal effect of CSR 

on CFP. 

5. Close call CSR proposals are more likely to address employee satisfaction and 

the mitigation of environmental hazards.

6. Close call CSR proposals more frequently contain performance-related 

arguments. 

7.Close call proposals are more frequently found among companies in which 

performance depends greatly on the relationship with employees and ，
customers.


