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Abstract 

The thesis examines the influence of shareholder activism on corporate social responsibility 

(CSR) disclosure of targeted firms and its spillover effects on CSR disclosure, corporate social 

performance (CSP) and financial performance (FP) respectively in peer firms. The research is 

motivated by filling the research gaps in prior literature and providing insights to shareholders, 

the management and regulatory bodies in practice. The thesis consists of three parts. 

 

Firstly, this thesis reviews the literature surrounding shareholder activism by conducting 

narrative reviews of 92 working papers and publications and meta-analysis on 55 working 

papers and publications, published during 2000-2017 period. Theories from prior literature, 

namely agency theory, stakeholder theory and stakeholder salience theory are analysed through 

narrative review analysis at the beginning of the chapter. Then, the analysis of narrative review 

also documents mixed findings of the associations among shareholder activism and FP and CG 

and CSP, including spillover effects. That is, the associations could be positive, negative and 

not significant in prior literature. The results of meta-analysis indicate that shareholder activism 

improves FP and CSP respectively. In addition, the thesis also examines the major types of 

shareholder activists and main forms of shareholder activism. Overall, through the analysis, the 

thesis identifies the research gaps of prior literature, thereby pointing out future research 

directions.  

 

Secondly, by employing shareholder proposals from Standard & Poor's 1,500 (S&P 1,500, 

hereafter) companies in the United States as a proxy of shareholder activism during 2006-2014 

period with 13,572 separate observations, this thesis examines whether the whole sample of 

shareholder activism, institutional shareholder activism and coordinated shareholder activism 

could influence CSR disclosure level respectively. Simultaneously, this thesis also investigates 

whether shareholder activism affects CSR disclosure level given the other corporate 

governance mechanisms, namely board size, the presence of female directors, outside directors 

and CEO incentives. The results typically demonstrate that: (1) while shareholder activism 

negatively relates to CSR disclosure level, larger board size or the presence of female directors 

combined with shareholder activism directly relates to maintaining better CSR transparency; 

(2) coordinated shareholder activism could decrease social disclosure level. The findings also 

indicate that CSR disclosure provides an approach to strategically manage risks. 

 

Thirdly, the thesis explores spillover effects from different types of shareholder activism on 

CSR disclosure level, CSP and financial performance by using data gathered from S&P 1,500 

companies during 2007-2014 period. The findings show that shareholder activism increases 

social disclosure level and environmental disclosure level in peer firms. It also shows that there 

is a weak positive association between shareholder activism and CSP. It therefore demonstrates 

the weak influences of shareholder activism in changing firms’ CSP. It also illustrates that 

institutional shareholder activism has an advantage over coordinated shareholder activism in 

terms of increasing corporate transparency. In this manner, it indicates that the collective action 

problem among coordinated shareholders could also attenuate the impact of shareholder 

activism in peer firms.  
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The thesis contributes to the literature on shareholder activism practically and theoretically. 

The findings provide useful insights to shareholders, management teams and regulatory bodies 

for their policy-making. Beyond the practical contribution, the thesis also provides empirical 

evidence to stakeholder salience theory and analyses the collective action problem.  

 

Keywords: shareholder activism, financial performance, corporate governance, corporate 

social performance, corporate social responsibility, CSR disclosure  
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Chapter 1: General Introduction 

 

1.1 BACKGROUND 

This thesis examines whether shareholder activism affects corporate social responsibility 

(CSR). It does so by firstly reviewing current literature to discern the key patterns and issues 

in shareholder activism and its impacts on firms. Secondly, through focusing on the United 

States’ S&P 1,500 companies during the 2006-2014 period with 13,572 firm-years, the thesis 

examines the different types of shareholder activists and their impacts on CSR disclosure. 

Thirdly, using a sample of the United States’ S&P 1,500 companies during the 2007-2014 

period with 12,064 firm-years, this thesis explores whether shareholder activism affects CSR 

disclosure, corporate social performance (CSP) and financial performance (FP) in peer firms 

(spillover effects).  

 

1.1.1 Background and definition of shareholder activism 

Shareholder activism, as a typical governance mechanism which disciplines the management, 

has received tremendous attention from scholars. Starting in the early twentieth century in the 

United States, shareholder activism was frequently initiated and supported by financial 

institutions and insurance companies (Weiner & Weber, 2015). With these participants, 

shareholder activism in the early days was stigmatised as a tool to strip firms of corporate assets 

and values, and it was employed by ‘corporate raiders’ who purely focused on corporate 

governance issues (Weiner & Weber, 2015).  In 1930, the economic recession triggered the 

implementation of a broad range of new laws such as the Securities Act of 1933 and the 

Securities and Exchange Act of 1934 which separated control from ownership in the firms, 

isolating shareholders from the daily running of the corporations (Eisenhofer & Barry, 2005). 



2 

 

In order to protect the financial interests of these shareholders, in 1942, the Security Exchange 

Commission (hereafter, SEC) began to empower shareholders to seek corporate policy changes 

by submitting shareholder proposals.  

 

Since shareholder activists were initially regarded as ‘corporate raiders’, the shareholders’ 

voice did not receive enough attention until the 1970s, after which shareholder activism started 

to incorporate a wider range of issues (Eisenhofer & Barry, 2005). Nowadays, shareholder 

activism has become an unavoidable force in propelling changes to corporate policies and 

strategies, with more powerful activists at work and serious issues concerned. Firstly, there are 

more assets managed by shareholder activists and more resources accessible to them than ever 

before, which enhances their ability to pressure the firms to change. From 2013 to 2015, the 

amount of assets managed by institutions has increased roughly from $93 billion to $220 billion 

(Weiner & Weber, 2015). Secondly, due to the non-binding nature, despite a low support rate, 

shareholder activism can still exert considerable influence to affect corporate policies and 

strategies adopted. For instance, during 1970s, in General Motors, one shareholder proposal (a 

form of shareholder activism) called for withdrawing a company in South Africa which was 

involved in discriminating against black workers and offering services to the apartheid army. 

While this proposal failed originally, it had caught the attention of one of the new directors on 

the board, who was also an African American Baptist minister. Instead of withdrawing the 

company in question from South Africa, this director committed to the apartheid reform in 

South Africa, thereby fundamentally resolving the issue (Seidman, 2007). Overall, it 

demonstrates that shareholder activism has evolved to exert its unfolding influences on the 

firms. 
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Shareholder activism has been given several different definitions within the current body of 

literature. Goranova and Ryan (2014) define shareholder activism as “actions taken by 

shareholders with the explicit intention of influencing corporations’ policies and practices”. 

Little research focuses explicitly on the definition of shareholder activism, yet a variety of 

papers offer concepts around shareholder activists. Gillan and Starks (1998) define a 

shareholder activist as “an investor who tries to change the status quo through ‘voice’, without 

a change in control of the firm”. Recent research analyses the strategies of shareholder activists 

and classifies them into either offensive shareholder activists or defensive shareholder activists. 

Offensive shareholder activists target underperforming firms and take sizeable stakes to correct 

failures and make profit, whereas defensive shareholder activists aim at protecting their 

interests by using their current ownership within firms to influence corporate policymaking 

(Armour & Cheffins, 2011). These studies, by describing the differing behaviours of 

shareholder activists, explore what shareholder activism is and how it is used. In light of these 

definitions, in this thesis, shareholder activism is defined as “shareholders exerting their efforts 

to bring about desired changes in the firms by using equity stake”. 

 

1.1.2 Forms of shareholder activism 

Shareholder activists can express their needs through diverse forms of shareholder activism, 

including dialogue or communication with the management through emails, letters or face-to-

face meetings, shareholder campaigning and shareholder filings such as ‘13D filings’ and the 

submission of shareholder proposals in the definitive proxy statement (Form DEF 14A). 

Communication allows shareholders to confront firms directly. Communication can also come 

before shareholder proposals are officially presented and voted upon in the shareholder 

meetings (a forum often used to settle any dispute between shareholders and the firm). If the 

requests of shareholders are met, shareholders will, traditionally, withdraw their proposals. 
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Therefore, shareholders regard the withdrawal of proposals as indicating the successful 

outcome of their dialogue.  

 

Two typical shareholder filings relating to shareholder activism are Schedule 13D filings and 

Form DEF 14A. Based on the regulation of SEC, Schedule 13D filings should be filed by larger 

shareholders who have more than 5% ownership and would want to affect corporate policies 

and operation within 10 days (Clifford, 2008).  Form DEF 14A includes shareholder proposals 

with specific requests from various types of shareholders, including both larger and individual 

shareholders (Greenwood & Schor, 2009). 

 

If negotiation with management does not go smoothly, shareholders can resort to submitting 

shareholder proposals and present them in the shareholder meetings for vote. Shareholder 

proposals submitted through Form DEF14A usually focus on specific concerns of shareholders 

regarding corporate operations and policies. The submission of shareholder proposals, per the 

above explanations, are considered an indicator of failed shareholder dialogue. While concerns 

held by shareholders can be ignored during the shareholder dialogue stage, the publicly 

accessible shareholder proposals can give rise to public scrutiny and pressure. SEC has 

implemented Rule 14a-8 to prescribe the content included in shareholder proposals. Since 

shareholder proposals can be the last resort of shareholder activism, whether the firms actively 

change corporate policies according to the concerns held by shareholder activists will 

eventually determine the overall effectiveness of shareholder proposals. Therefore, this thesis 

will focus on shareholder proposals as the proxy of shareholder activism. The evolution of 

shareholder proposals will provide the first key focus of this thesis.  
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1.1.3 Evolution of shareholder proposals  

As noted above, Rule 14a-8 in the Securities and Exchange Act of 1934 allows shareholders to 

include proposals through the Form DEF 14A for vote in shareholder meeting (Glac, 2014). 

Rule 14a-8 was designed to prevent management from having an arbitrary authority and to 

ensure the shareholders’ voice was heard (Eisenhofer & Barry, 2005; Glac, 2014). Since 

shareholder proposals bring the shareholders’ concerns directly to the management, they are 

lauded as a tool to uphold “corporate democracy” (Ryan, 1988). 

 

Between 2006 and 2014, the number of shareholder proposals submitted each year has grown1. 

Specifically, the overall number of shareholder proposals increased from 385 to 589. The 

number of shareholder proposals concerning governance issues increased from 249 to 439. 

Interestingly, both the overall number of shareholder proposals and the number of shareholder 

proposals concerning governance issues surged between 2010 and 2011, whereas the figures 

drop slightly afterwards. Unlike the rising trends regarding the overall number of submissions 

and the number of governance-related proposals, the number of shareholder proposals on social 

and environmental issues almost plateaued, only marginally increasing from 136 to 150 

submissions. Overall, the discrepancies in trends for proposals dependent on their topics 

indicate a higher level of awareness in shareholder proposals concerning governance issues 

whereas the focus on social and environmental issues remains low, yet steady. Figure 1.1 shows 

the trends of shareholder proposals. 

 

 

 
1 Source: Proxy monitor at http://www.proxymonitor.org 
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Figure 1.1 Trends of shareholder proposals2  

 

 

Despite the relatively smaller number of shareholder proposals in social and environmental 

aspects compared with in governance aspects, Copland (2014) highlights that there is a growing 

number of shareholder proposals relating to social and environmental issues, as these proposals 

have garnered significant financial support from active investors, namely social-investing 

funds which combines socials goals with investments (Statman, 2000). Specifically, new 

increased financial resources allow shareholder activism to persist even if it fails originally. 

For instance, shareholder activists may re-submit proposals in subsequent years after the 

rejection of initial proposals. Even if all their attempts at actions fail, shareholder proposals can 

still attract the media and public attention, subsequently exerting pressure on risk-averse 

management to undertake corporate change (Copland, 2014). A significant example of this 

process in action is the McDonald’s paper cup. McDonald’s introduced a paper cup in 2011 to 

avoid public scrutiny and manage the associated risks and pressure from peer firms, 

 
2 Based on the data provided by Proxymonitor; at http://www.proxymonitor.org. 
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notwithstanding the proposal requesting the use of paper cup had failed initially (McDonnell, 

King, & Soule, 2015). 

 

As outlined above, the potent public influence of shareholder proposals indicates that this type 

of shareholder activism might facilitate corporate change (Copland, 2014). It is therefore 

argued that the impact of shareholder proposals deserves thorough investigation. Such research 

could aid the understanding of this corporate governance mechanism. Understanding the 

concept of the ‘shareholder proposal’ and how they work would provide meaningful insights 

for shareholders, management teams, regulatory bodies and scholars. The insights are also 

useful for shareholders who would like to employ the proposal process to seek corporate 

change. Increased knowledge would also benefit management in responding to shareholder 

proposals; being equipped with an improved understanding of shareholder proposals could 

provide informed preparation for the response. Meanwhile, the investigations into shareholder 

proposals could prove informative for law-makers and those enforcing new laws and 

regulations. For instance, Pound (1991) criticised the regulations restricting shareholder 

communications imposed between the year of 1935 and 1956, which eventually resulted in 

regulatory reform in 1957. In 1992, SEC loosened restriction on the communications between 

large shareholders (Sharara & Hoke-Witherspoon, 1993). This constructive development 

facilitates increased influence for institutional shareholders on corporate governance, thus 

facilitating positive corporate changes (Sharara & Hoke-Witherspoon, 1993). Overall, an 

improved understanding of shareholder proposals and their impacts would meaningfully 

inform the decision-making of various stakeholders such as shareholders, managers and 

regulators. This thesis therefore undertakes to carefully examine shareholder proposals as a 

proxy of shareholder activism. 
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1.1.4 Legal basis of shareholder proposals 

While Rule 14a-8 provides shareholders with the legal opportunity to question the board 

regarding the implementation of policies, it also specifies the conditions under which 

shareholders might be excluded or not considered by management including i) procedural 

deficiency and ii) substantive bases. Procedural deficiency conditions restrict the length of 

proposals, the timeframe for submission and the procedure for companies to adhere to, to accept 

or exclude shareholder proposals. According to Rule 14a-8, one shareholder can only hand in 

one proposal in one meeting, with a 500-word count limit. In addition, the criterion to become 

a proponent of a proposal are that shareholders must own 1% of securities or they must own 

securities with the market value higher than 2,000 USD in companies. The Rule 14a-8 also 

requires shareholder activists to submit proposals at least 120 days before the date of the Form 

DEF 14A3 for a meeting in the previous year. If company did not have an annual shareholder 

meeting in the previous year, or, if the date of the annual meeting changed more than a month 

compared to the date in the previous year, it must be “a reasonable time” before the company 

prepares and issues proxy statements to shareholders. 

 

The conditions to exclude shareholder proposals from Form DEF 14A can be divided into ten 

categories: (1) the implementation of proposals violates laws or other SEC proxy rules; (2) the 

proposal does not significantly relate to the business of the firm; (3) the proposal relates to 

personal interests at the expense of other shareholders; (4) the proposal is beyond the power 

and authority of the firm to be implemented; (5) the proposal relates to the “ordinary business 

operation (i.e. day-to-day running)”; (6) the proposal is conflict with other company proposals 

handed in at the same meeting; (7) the proposal has already been implemented; (8) the proposal 

 
3 Form DEF 14A includes the agenda of shareholder meeting. Shareholder proposals are also included in it. 
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duplicates other proposals handed in previously; (9) the resubmitted proposal fails to pass the 

minimum threshold for support in previous shareholder meetings; and (10) the proposal relates 

to the amount of cash and dividends distributed.  

 

Similar to other types of shareholder activism, at the very beginning, shareholder proposals 

focused on corporate governance issues due to a legal restriction implemented by SEC called 

“ordinary business exception” (Eisenhofer & Barry, 2005). Ordinary business exception allows 

the exclusion of proposals on public social and economic issues (Eisenhofer & Barry, 2005). 

However, the severe environmental change due to manufacturing napalm and social issues 

caused by violation of human rights in the 1970s forced SEC to amend this exception4 and 

allow shareholders to include social and environmental claims in their proposals (Eisenhofer 

& Barry, 2005, p.3-9). In recent years, social and environmental shareholder proposals have 

increased in their publicity because of corporate scandals and exacerbated global 

environmental issues (Aguilera, 2005). 

 

Figure 1.2 provides an overview of the process of submitting a shareholder proposal, as 

prescribed under the law5. 

 

 

 

 

 
4 See the example on making napalm on p.3-9 and p.3-10 of Eisenhofer and Barry (2005) for further details. 
5 See http://blog.legalsolutions.thomsonreuters.com/wp-content/uploads/2014/03/Rule-14a-8-Shareholder-

Proposal-Process-Flowchart.pdf 
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Figure 1.2 The process of submitting a shareholder proposal 
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1.1.5 Prior literature on shareholder activism 

Stimulated by the interesting background and history of shareholder activism, scholars have 

long attempted to explore and analyse the motivation of shareholder activists (Del Guercio & 

Hawkins, 1999;Lee & Lounsbury, 2011; Sjöström, 2008). Extant research has suggested that 

this motivation usually originates from differences between the various expectations of 

shareholders on CSR or financial value and the goals of firms (Sjöström, 2008). Some 

shareholders initiate activism for shareholder value protection and value maximisation (Del 

Guercio & Hawkins, 1999), whereas others are motivated by personal value and beliefs to 

foster better corporate social responsibility (Lee & Lounsbury, 2011). In the current global 

climate, social and environmental shareholder activists increasingly ensure that annual 

shareholder meetings are no longer just a symbolic event but a platform for actively altering 

corporate policies effecting either financial or sustainability issues (Kalt, Turki, Grant, Kendall, 

& Molin, 2018).    

 

Other studies in this body of knowledge seek answers as to why shareholder activism can 

influence corporate policies. Shareholders provide the key financial resources that often 

determine long-term corporate success. Firms maintain access to these key financial resources 

if they cater to the needs of shareholders and therefore ensure their ongoing support. 

Accordingly, firms arguably have a clear motivation to consider shareholder activists’ concerns 

regarding social, environmental and governance issues. Beyond financial reasons, reputation 

is another concern that drives corporate response to shareholder activism. CSR issues can pose 

a significant reputational risk to firms and therefore firms are often compelled to actively 

respond to shareholder requests on CSR in order to protect their reputation and legitimacy 

(Poter & Kramer, 2006). Through actively responding to shareholder concerns regarding CSR, 

firms can demonstrate that they “do the right thing” regarding their perceived personal, social 
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and environmental responsibilities. This in turn can affect their brand image and 

competitiveness. For example, Hartmann (2011) proposes that in the product-competitive 

market, products from firms perceived as “doing the right thing” can attract “ethical” customers, 

thereby directly increasing their profitability.  

 

Prior literature has sought to empirically examine the association between shareholder activism 

and CSR; however, this literature has produced conflicting results. For instance, Neubaum and 

Zahra (2006) and David, Bloom, and Hillman (2007) document a positive relationship between 

salient shareholder activism and CSP, whereas Rojas, M'zali, Turcotte, and Merrigan (2009) 

report that the influence from shareholder activism on social policies is very limited. Hence, 

the literature presents contradictory evidence regarding the influences of shareholder activism 

on CSR issues. Therefore, an in-depth investigation into this correlation, or lack thereof, using 

the most up to date data is required.  

 

Beyond the influences of shareholder activism on CSP, an in-depth investigation into the 

influences of shareholder activism or shareholder activists on information disclosure is also 

meaningful for firms to maintain key financial resources. Specifically, information disclosure 

affects the motivation of shareholders to invest and divest in firms thereby influencing 

corporate financial accessibility. Bushee and Noe (2000) illustrate that shareholders may trade 

aggressively on the new information and divest from the firms with decreased disclosure 

resulting in volatility of the stock price and instability of institutional ownership. Instability of 

ownership directly affects the financial accessibility of firms, impairing firm performance. To 

maintain shareholder ownership, stabilize the share price and ensure the availability of funds, 

firms have to release higher quality information with the implication of profit opportunities and 
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direct trading strategies of shareholders (Kim & Verrecchia, 1994). Understanding this 

association will raise the corporate awareness in keeping the important financial resources. 

 

Furthermore, shareholder activism or activists not only associate with financial information 

disclosure but also non-financial information, namely CSR disclosure. While financial 

information directly reflects investment opportunities, non-financial information on 

environmental and social aspects that interact with financial performance is also important to 

shareholders’ interests. The non-financial information on environmental and social aspects has 

increasingly attracted investors with ethical beliefs (Maretich, 2015). In the past four decades, 

pioneers like Hazel Henderson and Joan Bavaria of Trillium had led the movement for social 

responsibility investment as people have realised the negative influence on financial 

performance from climate change, human rights risks and scandals from financial crisis 

(Maretich, 2015). Hence, corporate social responsibility (CSR) disclosure has become an 

indispensable part in shareholders’ decision-making and what shareholders seek from activism 

(Michelon, Rodrigue, & Trevisan, 2016). Therefore, understanding the association between 

shareholder activism and CSR disclosure has taken an important place in the research of 

shareholder activism. 

 

1.2 MOTIVATIONS 

The thesis is motivated by: (1) filling in research gaps of the literature and (2) practical 

motivations.  
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1.2.1 Motivations to fill in research gaps of the literature 

The thesis is motivated by the potential to fill in gaps in current understanding and address the 

limitations from research methods in prior literature. 

 

First and foremost, there are limitations in extant research methods which could result in biased 

and limited findings. Prior research generally employs the method of narrative literature review 

to analyse the literature on shareholder activism. Compared with studies based on only 

narrative literature review, meta-analysis helps identify significant nuances which might be 

ignored by narrative literature review (Spector, Thompson, & Health, 1991). Therefore, beyond 

narrative literature review, this thesis also employs meta-analysis and examines influences of 

shareholder activism rigorously. In doing so, it could identify associations among shareholder 

activism, FP, CG and CSR more clearly and directly based on prior literature. 

 

Secondly, there are limitations due to dated data. In prior research, most of the examined data 

on shareholder activism are before 2011 which, however, might fail to demonstrate the latest 

trends and true influences of shareholder activism. Motivated to fill in this research gap and 

show patterns and influences, the thesis employs the latest data during the period 2006-2014. 

 

Thirdly, the relationship between shareholder activism and corporate performance (e.g. 

financial performance and CSP) has been established by prior literature. However, the 

influences from shareholder activism on environmental, social and governance disclosure level 

remain unclear. Prior literature does not examine whether shareholder activism affects social, 

environmental and governance disclosure in detail despite the capacity of this information to 

demonstrate the effectiveness of shareholder activism as a corporate governance mechanism. 
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Specifically, CSR disclosure level can indicate corporate responses towards shareholder 

activism, and it is easier for firms to manipulate CSR disclosure than to improve CSP (where 

the improvement only becomes evident in the long-term). Prior studies have reported 

greenwashing behaviours after negative events (Clarkson, Overell, & Chapple, 2011) and 

window-dressing of CSR activities (Collier & Esteban, 2007) which implies that firms are 

motivated to manipulate CSR disclosure. These arguments indicate the potential link between 

shareholder activism and CSR disclosure and inconsistency between CSP and CSR disclosure 

level. The thesis is therefore motivated to examine whether shareholder activism influences 

CSR disclosure and CSP consistently or not. 

 

Furthermore, prior literature has indicated that types of shareholder activists are associated with 

the outcomes of their activism. For example, Gillan and Starks (2000) find that institutional or 

coordinated shareholder activism could gain more support than other types of shareholder 

activism. Neubaum and Zahra (2006) find that coordinated and institutional shareholder 

activism could improve CSP. These studies highlight the importance to consider types of 

shareholder activists especially institutional or coordinated shareholder activists when 

examining the influences of shareholder activism on both financial performance and CSP. In 

this way, it could also provide empirical evidence to stakeholder salience theory. However, 

there is little empirical evidence on whether different types of shareholder activists influence 

CSR disclosure level or transparency of firms. In addition, there is no research exploring the 

effectiveness of coordination among shareholder activists and whether their collective actions 

solicit corporate responses in the form of changes in disclosure level. Therefore, the thesis is 

motivated to fill in the research gaps and examine whether different types of shareholder 

activists influence CSR disclosure level or not.  
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Additionally, very little research looks at the interactions between shareholder activism and 

other corporate governance mechanisms and links the interactions to CSR. Multiple external 

and internal governance mechanisms (among which activism is one type) may have varying 

impacts on corporate reactions, especially when such mechanisms interact (i.e. complementing 

or substituting each other). Further, it is necessary to understand the impact of corporate 

governance mechanisms as shareholder activism ultimately operates in corporate reality where 

corporate governance is always present (disregard of its effectiveness). While Cremers and 

Nair (2005) examine the interactions between shareholder activism and other governance 

mechanisms and link the interactions to the creation of abnormal return, no current research 

explores whether these interactions affect CSR. In addition, Giannarakis (2013) investigates 

the association between corporate governance mechanisms and CSR disclosure. It therefore 

indicates the need to consider corporate governance mechanisms when investigating 

associations between shareholder activism and CSP or CSR disclosure. Through this, the CSR 

impact of shareholder activism will be more clearly known. 

 

Lastly, the thesis is motivated to examine spillover effects of shareholder activism. Firstly, as 

one type of shareholder activism, shareholder proposals in the United States are publicly 

accessible which could also cause changes of CSR policies and changes of CSP in peer firms 

(Cao, Liang & Zhan, 2019). However, it is unclear the influences of shareholder activism on 

CSR disclosure in peer firms which need to be investigated. Secondly, little research has 

examined whether different types of shareholder activists could enhance or weaken the 

influences of shareholder activism on peer firms. Nonetheless, it is crucial to understand 

whether the influences vary with different types of shareholder activists because this 

investigation could demonstrate whether stakeholder salience influences the level of spillover 
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effects. Motivated by aiding the understanding, the thesis will examine whether shareholder 

activism by different types of activists could result in different level of spillover effects. 

 

1.2.2 Practical motivations  

This thesis is also motivated by the need to more comprehensively understand the responses of 

targeted firms to shareholder activism in the form of CSR disclosure and CSP. Understanding 

the responses could help evaluate the effectiveness of shareholder activism, thereby providing 

insights to shareholders, other stakeholders such as suppliers and customers, regulatory bodies 

and the management. Firstly, shareholders could know how to initiate shareholder activism in 

an effective manner to monitor firms for their interests. For instance, they should consider the 

presence of other corporate governance mechanisms in the targeted firms and their strategies 

to coordinate with other shareholders. Secondly, the findings will provide insights to other 

stakeholders such as suppliers and customers. Both suppliers and customers could know 

whether companies will devote efforts to improve CSP after shareholder activism. They could 

make their decisions of trading based on the results. Thirdly, the insights gained by 

understanding this effectiveness will advise regulatory bodies such as SEC whether the 

regulation of shareholder activism could facilitate communication and coordination of 

shareholder activists and improve the effectiveness of shareholder activism. Also, if 

shareholder activism as a governance mechanism works effectively, regulatory bodies should 

encourage shareholder activism by developing regulations to minimize associated costs. For 

the management, the research could provide insights into implementing appropriate strategies 

and policies to rule out the negative influences from shareholder activism on the corporate 

performance and reputation. Motivated by providing insights to shareholders, regulatory bodies 

and the management, this thesis will examine whether shareholder activism influences CSR 

disclosure in targeted firms in Chapter 3. 
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In addition, the study of spillover effects could offer insights of the externality of shareholder 

activism. To shareholder activists, it is meaningful to understand this externality because they 

could manage their targeting strategies to generate positive outcomes. To the management, 

understanding the spillover effects could help them develop appropriate strategies to defend 

the firm against shareholder activism in the future. Motivated by aiding the understanding of 

shareholder activists and the management, the thesis will study whether shareholder activism 

influences CSR disclosure, CSP and FP in peer firms (spillover effects) in Chapter 4. 

 

1.3 RESEARCH QUESTIONS 

Overall, this thesis aims to examine the relationship between shareholder activism and CSR 

disclosure. Rather than corporate social performance (hereafter, CSP), this thesis focuses on 

influences of shareholder activism on CSR disclosure. While reform on CSP takes a 

considerable amount of time, CSR disclosure can quickly make shareholder activists 

understand corporate policies, thus appeasing them.  Therefore, the impact of activism on 

disclosure is more directly observable. Based on this, this thesis asks three key research 

questions: 

Research Question (1): Based on prior research, what influence does shareholder activism 

have on corporate performance and disclosure? 

Research Question (2): Does shareholder salience6 in shareholder activism affect firm’s 

social, environmental and governance disclosure? 

Research Question (3): Does shareholder activism affect social, environmental and 

governance performance and disclosure and financial performance in peer firms? 

 
6 See Mitchell, Agle and Wood (1997, p.854). Salience means “the degree to which managers give priority to 

competing claims.” 
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The answer to the first research question provides an overview of shareholder activism and 

explain reasons behind the heterogeneity of prior findings. In other words, the answer allows 

us to gain a basic understanding of shareholder activism regarding rules, types, theories and 

arguments surrounding it. In doing so, the thesis aims at articulating what characteristics of 

shareholder activism are likely to induce corporate change. Additionally, the first research 

question allows us to identify the gaps in the current literature, thereby guiding future research 

opportunities. This first research question also lays the foundation for the second and third 

research questions by identifying how the implications and spillover effects of activism vary 

with different types of shareholder activists examined in prior research. Overall, the answer to 

research question one provides a foundation on which the following two research questions are 

based. 

 

The review of prior literature to answer the second research question shows conflicting findings 

on whether different shareholder activists influence corporate activities and disclosure. These 

conflicting findings warranted more exploration into the differences caused by the variation in 

shareholder activist types. Based on stakeholder salience theory, this thesis will question 

whether shareholder salience affects the varying influences of shareholder activism. In doing 

so, it assesses different impacts caused by i) coordinated shareholder activism and ii) 

institutional shareholder activism. The answers to this question will reveal whether variations 

in shareholder types drive the different impacts of shareholder activism on firms. 

 

Shareholder activism not only influences firms directly but also presents a risk to comparable 

firms in the same industry (peer firms) in terms of being subjected to similar activism from 

their own shareholders in the future. It can motivate peer firms to take actions and change their 
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operations and activities, even before the activism from their own shareholders occurs. Hence, 

the third research question analyses the impact of shareholder activism on peer firms.  

 

This thesis employs shareholder proposals as a proxy of shareholder activism. With relatively 

low support from both the management and other shareholders (Thomas & Cotter, 2005), the 

overall number of shareholder proposals does not decrease dramatically7. Therefore, it can be 

conjectured that shareholder proposals are seen by shareholders as an effective mechanism to 

expose targeted firms to public scrutiny. This scrutiny, or ‘spillover effects’, can extend to peer 

firms of similar size and conditions. In this case, spillover effects occur as peer firms perceive 

the shareholder activism of targeted firms as a viable threat and act to avoid the same 

shareholder activism occurring among their shareholders. The examination of these spillover 

effects is paramount to establishing why shareholder activism prevails, and to what extent it 

spurs proactive corporate changes in peer firms. 

 

 

1.4 OUTLINE OF THESIS 

This thesis is comprised of five chapters. Chapter 1 has provided a general introduction of 

shareholder activism regarding its background, definition, forms, the evolution of shareholder 

proposals, legal bases of shareholder proposals, prior literature on shareholder activism and 

research motivations and research questions. Based on this, the motivation, overview and 

contribution of the thesis has been discussed. In general, Chapter 1 explains the reasons and 

motivations of undertaking this research. 

 

 
7 See Figure 1.1 
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Chapters 2-5 of this thesis answer the three research questions correspondingly. Chapter 2 

adopts a survey and content-analysis approach to examine prior literature regarding the 

outcome of shareholder activism. Shareholder activism has evolved to be a major channel for 

shareholders to express their opinions. Therefore, it is critical to understand its effectiveness 

based on empirical evidence. This thesis found that the outcomes of shareholder activism vary 

dependent on their themes (i.e. corporate governance, CSR or financial performance impact), 

activists and form of activism. Chapter 2 evaluates the differing impacts according to the 

themes and types of activists and form of activism. To understand the implications of 

shareholder activism on peer firms, the survey of literature for this thesis also includes papers 

investigating spillover effects. The spillover effects of shareholder activism arguably 

demonstrate the extent of shareholder activism in creating public pressure. It is important to 

understand the significance of spillover effects, as it will allow a richer use of shareholder 

activism as a governance mechanism. Additionally, relevant theories in the body of literature 

will also discussed in Chapter 2. Specifically, agency theory, stakeholder theory and 

stakeholder salience theory will be discussed in the context of shareholder activism to explore 

the reasons why shareholder activism can have particular influences on firms. Gaps and areas 

for further research are then identified.  

 

Chapter 3 employs regression models to compare whether diverse shareholder activists affect 

CSR disclosure differently with shareholder proposals lodged between 2006 and 2014 being 

used as a proxy. This chapter adopts stakeholder salience theory to assess impacts of different 

shareholders to assist testing the stakeholder salience theory. Goranova and Ryan (2014) 

propose that outcomes from different types of shareholder activism can offset each other, 

thereby hiding their true impact. Therefore, instead of covering all types of shareholder 

activism, the sample of Chapter 3 focuses on shareholder proposals as a form of shareholder 
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activism. Shareholder proposals provide an appropriate sample to choose because the names 

and types of shareholder activists are recorded. Further, due to the non-legal binding nature in 

the United States, shareholder proposals are not necessarily implemented by firms even if they 

win the support of the majority of shareholders. Influences of shareholder proposals on 

corporate policies, performance and disclosure are therefore uncertain and require in-depth 

exploration.  

 

Accordingly, shareholder proposals are split into shareholder proposals submitted by co-filers8 

and shareholder proposals submitted by institutional filers9. This thesis expects to establish that 

institutional or coordinated shareholder activism leads to a stronger reaction from firms due to 

their salience. Chapter 3 examines how different shareholder activists interact with multiple 

corporate governance mechanisms by introducing interaction variables. Corporate governance 

mechanisms have strong associations with corporate disclosure (Giannarakis, 2014) and 

activities (Jo & Harjoto, 2012). Therefore, it is expected that when being used in combination 

with shareholder activism, they can either substitute or complement the effect in driving firm 

responses (Dalton, Daily, Certo, & Roengpitya, 2003; Rediker & Seth, 1995).  

 

Chapter 4 investigates spillover effects or peer effects from shareholder activism by employing 

shareholder proposals as an example between 2007 and 2014. The aim of Chapter 4 is to test 

the effect of salient shareholders’ activism (i.e. institutional shareholders or coordinated 

shareholders) among peer firms, using regression models. It is expected that peer firms will 

respond to the shareholder activism especially when sponsors of shareholder proposals are 

 
8 Co-filers refer to shareholders who submit shareholder proposals together. 
9 Institutional filers refer to shareholders who are institutional investors. 
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salient to firms. This chapter will offer insights into whether salient shareholder activism 

influences public opinions and the behaviour of peer firms.  

 

Chapter 5 will conclude the research of this thesis. Chapter 5 summarises and compares 

findings and evidence, as well as presents the benefits of future research to shareholders, firms 

and regulatory bodies. In addition, Chapter 5 will also discuss the thesis’s contributions and 

limitations. In general, the thesis is expected to make a contribution to current literature and 

provide practical insights into strategies adopted by firms in response to shareholder activism, 

the effects of and recommended changes to regulations regarding shareholder activism.  
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Chapter 2: Literature Review on Shareholder Activism 

 

2.0 SYNOPSIS 

 

This chapter reviews the body of literature on shareholder activism from 2000 to 2017. It 

employs narrative literature review and meta-analysis to examine papers on shareholder 

activism. In doing so, it identifies the impact and spillover effects of shareholder activism on 

firm performance in the areas of corporate governance (CG), corporate social responsibility 

(CSR) and financial performance (FP). In addition, it attempts to establish whether different 

types of shareholder activists or different types of shareholder activism influence the impact 

and spillover effects. The narrative literature review documents evidence of FP and CG 

implications from shareholder activism but there has been little research into CSR and its sub-

fields. Meta-analysis demonstrates that shareholder activism positively affects FP and CSR but 

has little or no impact on CG. Meta-analysis also demonstrates that institutional shareholder 

activism and some other forms of activism (excluding shareholder proposals) positively affect 

FP. This chapter discusses the relevant theories involved in this meta-analysis, identifies gaps 

in research and outlines current research opportunities which would assist in filling those gaps. 
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2.1 INTRODUCTION 

Shareholder activism has existed since early the twentieth century. This type of activism by 

shareholders arguably first rose to prominence in the 1930s when Lewis Gilbert and his fellow 

shareholders challenged the corporate management of the Consolidated Gas Cooperative 

(Gillan & Starks, 1998). However, it had been many decades before shareholder activism truly 

started to monitor corporate management. Shareholder activists were generally unable to 

actively influence any corporate policies until the 1970s (Eisenhofer & Barry, 2005).  

 

Initially, shareholder activism was initiated by corporate raiders10 who were profit-oriented and 

attempted to strip firms of their assets and value (Weiner & Weber, 2015). For instance, market 

collapses in the 1930s caused the first tide of shareholder activism through which shareholders 

pushed companies to fundamentally change their policies (Eisenhofer & Barry, 2005). Since 

the Security Act of 1933 and Security Exchange Act of 1934 were too new to initiate any 

fundamental reform on firm performance at that time, shareholders had to take actions to 

promote corporate performance and increase their returns (Eisenhofer & Barry, 2005). 

Nevertheless, their actions were rarely successful or supported by fellow shareholders. 

Shareholders could only sell shares to express their dissatisfaction with the management at that 

time (Eisenhofer & Barry, 2005).  

 

In the late 1960s, the passage of the Civil Rights Act of 1964 and the Voting Rights Act of 

1965 triggered social movements surrounding racism, poverty and militarism, creating a 

conducive environment for the growth of social and environmental shareholder activism (Hall, 

2005). This was the real starting point of CSR activism, and shareholder activism has 

continually evolved to encompass a wide range of themes today. The primary themes of 

 
10 See Weiner and Weber (2015). Corporate radiers are investors aiming at stripping assets value of firms.  
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shareholder activism can be categorised into corporate governance (CG), financial performance 

(FP) and corporate social responsibility (CSR) (Goranova & Ryan, 2014).  

 

Despite the evolution and increasing prevalence of shareholder activism, the correct response 

to activism regarding different issues continues to puzzle firms. Scholars explain this 

phenomenon by using either agency theory or stakeholder theory (Goranova & Ryan, 2014). 

Agency theory focuses on the primacy of shareholders’ financial interests, whereas stakeholder 

theory emphasises the importance of benefiting other stakeholders, as their satisfaction is also 

associated with business reputation and success in the long-term (Goranova & Ryan, 2014). 

Based on the agency theory, Friedman (2007) alleges that firms should focus on increasing 

profit as their primary social responsibility rather than catering to the needs of multiple 

stakeholders. Contrarily, Neubaum and Zahra (2006) emphasise the importance of fostering 

good relationships with other stakeholders. Customers, as one example of key stakeholders, 

determine revenue, profitability and the long-term success of firms (Geha, 2015). A desirable 

relationship with customers, therefore, helps to ensure a firm’s survival in the long-term. To 

settle the divide in the interests between shareholders and other stakeholders, some firms use 

‘window dressing’ techniques, such as undertaking an incomplete reform on CSR issues while 

manipulating CSR disclosure (Goranova & Ryan, 2014). Nevertheless, this strategy, seldom 

fully satisfies the needs of stakeholders in the long term. 

 

Among shareholders, conflicts due to the differing interests are inevitable. The divergent 

attitudes towards innovation strategies regarding pension funds and professional investment 

funds11 are examples of this conflict (Hoskisson, Hitt, Johnson, & Grossman, 2002). Scholars 

apply collective action theory to explain the inefficiency of shareholders with divergent 

 
11 These represent two types of institutional shareholders. 
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interests when taking group actions, as the discrepancy among interests reduces shareholders’ 

communication with and understanding of each other (Olson, 2009). This phenomenon could 

result in delaying corporate responses to the shareholders’ demands due to the lack of a unified 

interest among them.  

 

In the face of the aforementioned potential obstacles, shareholders must have strong bargaining 

power to enforce corporate change according to their specific demands. By accessing more 

economic and information-based resources, large shareholders such as institutional 

shareholders or coordinated shareholders possess the power to challenge firms, thus improving 

the successful impact rate of shareholder activism on CSR (Eisenhofer & Barry, 2005). These 

large shareholders are currently the groups at the forefront of prompting corporate change, 

however they did not possess much bargaining power until the 1980s. Between the 1980s and 

1990s, institutional shareholders increased their ownership in the firms from 24.2% to around 

50% (Sias & Starks, 1998). Driven by their increased stake in firms, institutional shareholders 

commenced active participation in corporate affairs in the hope for increasing returns on 

investment (Gillan & Starks, 2000). Furthermore, the size of the stake which institutional 

shareholders own in a firm usually relates directly to the size of their bargaining power, making 

it easier to negotiate or have dialogue with management as a larger shareholder. 

 

The increased bargaining power of institutional shareholders is also derived from the recently 

relaxed regulations of the Securities Exchange Commission (SEC). Certain laws and 

regulations in the past were blamed for hindering communication among shareholders and 

deterring their coordination (Minow, 1991). The 1934 Securities Exchange Act, for example, 

aimed at fostering corporate democracy and making the voting process fair and honest, yet it 

mandated that investors who wanted to communicate with other investors about voting issues 
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must disclose their communication content to SEC (Minow, 1991). This Act, though helping 

to avoid fraudulent behaviour during the voting process by soliciting parties, also increased the 

costs of communication between shareholders, thereby defeating its original goal of realising 

corporate democracy (Sharara & Hoke-Witherspoon, 1993). After recognising the drawback 

of placing limits on the participation of large shareholders in activism, the SEC revised proxy 

rules in 1992 to allow most institutional investors to communicate with peers without filing 

extra disclosure materials (Sharara & Hoke-Witherspoon, 1993). This relaxation of regulation 

facilitated a movement toward coordination among institutional shareholders, hence enhancing 

the efficacy of their monitoring of corporate behaviour. In 2008, the SEC further revised the 

regulations, allowing electronic communication forums to be used for shareholder 

communication (Morris, 2008). This particular revision of the original Act has significantly 

reduced communication costs for shareholders and has fostered more seamless coordination. 

This revision also better protects the privacy of shareholders when they are in discussion with 

fellow shareholders (Morris, 2008).  

 

With the increasing prevalence of shareholder activism in recent years, scholars are shifting 

their attention to studying the outcomes of shareholder activism and its effectiveness. Prior 

research in this area often produces conflicting results even within the same research theme, 

for example CG or CSR issues. Examining these divergent findings and establishing the 

underlying causal impacts of them is pivotal to understanding the effectiveness of shareholder 

activism as a corporate governance mechanism. This chapter aims to improve the overall 

understanding of shareholder activism and its impact through conducting a structured literature 

review of prior research, and through the comparison and contrast of results in three key areas: 

CG, CSR and FP. To achieve this aim, this chapter will address the key research question 

below: 
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Based on prior research, what influence does shareholder activism have on corporate 

performance and disclosure? 

 

To answer the above research question, this chapter provides insights into shareholder activism 

studies and examines the conflicting outcomes of those studies by applying relevant theories. 

Goranova and Ryan (2014) and Denes, Karpoff, and McWilliams (2017) synthesise and 

analyse studies on shareholder activism. Their research highlights the importance of further 

understanding the heterogeneity and contradictory results of shareholder activism studies. 

Succeeding Goranova and Ryan (2014) and Denes et al. (2017), this thesis focuses on the 

outcomes of shareholder activism in terms of CG, CSR and FP. While this chapter overlaps 

with these earlier studies by examining the different outcomes of shareholder activism, the 

emphasis is different from Denes et al. (2017), as it compares the influences of activism on 

CG, CSR and FP areas rather than focusing on their influence on firm valuation only. This 

enables a more comprehensive examination of a broader range of areas that are affected by 

shareholder activism. This also allows more informed and quantifiable analysis of the 

effectiveness of shareholder activism. Going beyond Goranova and Ryan (2014), this chapter 

illustrates the influence of different types of shareholder activists and activism. Furthermore, it 

adds value to the current body of literature by applying stakeholder salience theory to explain 

shareholder activism. The literature review conducted in this thesis contributes to the current 

body of literature by documenting prior research evidence to show whether shareholder 

empowerment, via shareholder activism, mitigates CG or CSR issues. This chapter also 

investigates which type of shareholder or activism better facilitates corporate management and 

internal decision-making. The insights provided are useful to investors, shareholders, corporate 

management and regulators. Shareholders can also benefit from these insights—to know how 

to better monitor the management and firm performance and thereby protect their interests and 
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increase their returns. Management can understand what aspects of firm activities and 

performance are most influenced by shareholder activism, and, hence, can formulate 

appropriate response strategies for future shareholder activism. For regulators, it sheds light on 

whether regulation can effectively protect interests of shareholders. In addition to providing 

the aforementioned insights, this chapter also identifies gaps in the prior research and potential 

future research directions. 

 

The rest of this chapter is organised as follows. Section 2.2 discusses the methodology and 

general analysis of the literature review conducted for this thesis. Sections 2.3, 2.4 and 2.5 

present the results of the review, specifically: i) implications of shareholder activism on CG 

and CSR fields; ii) different types of shareholder activists and their different implications; iii) 

spill-over effect and peer effects of shareholder activism; and iv) the main theories explaining 

impacts of shareholder activism. In Section 2.6, the gaps in extant research from the literature 

review are discussed. This chapter is then concluded with suggestions for future research, 

which are outlined in Section 2.7. Figure 2.1 shows the conceptual framework of this chapter. 
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Figure 2.1 Conceptual framework 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Corporate governance 

Financial performance 

Corporate social responsibility 

 

CSP 

 

 

 

 

Corporate governance 

Financial performance 

Corporate social responsibility 

 

Direct effects on 

targeted firms 

Spillover effects 

on peer firms 

Moderating effect (corporate governance 

mechanisms, namely board size, outside 

directors and CEO option) 

Types of shareholder activism and activists: 

 

1. Shareholder  

filings 

 

 

 

 

2. Other campaign (negotiation and communication 

with the management) 

13D/F Filings-signals of 

campaign or events (institutional 

& coordinated shareholders) 

 

 

14DEF (Individuals, 

coordinated& institutional 

shareholders) 

 

 



32 

 

2.2 METHODOLOGY AND GENERAL ANALYSIS 

To identify relevant literature, the keywords ‘shareholder activism’ were entered in Google 

Scholar to locate articles and working papers on topics of shareholder activism which were 

published between 2000 and 201712. The review in this chapter focuses on the more recent 

studies from this period because analysis of more recent literature can direct future research 

more effectively through providing data reflecting the most updated trends. Google Scholar 

was utilised because it includes a wide variety of academic papers which other academic search 

engines such as Proquest, JSTOR and Science Direct would exclude13. If academic papers 

contain words or phrases like ‘CSR’, ‘social’ or ‘environmental’, they will be classified as 

papers which discuss implications on CSR. If studies examined the association between 

shareholder activism and FP, such as cumulative abnormal returns, ROA, ROE or Tobin’s Q, 

this thesis classifies them as papers regarding influences on financial performance. This thesis 

also collected papers examining how shareholder activism affects CG mechanisms, such as the 

structure of the board of directors and their compensation schemes. These collected papers 

were grouped under the category of influences of shareholder activism on CG.  

 

In total, this thesis analysed ninety-two papers examining the influences and outcomes of 

shareholder activism. A structured coding tree was developed to further classify these studies. 

Specifically, the identified ninety-two papers were classified according to i) the year of study; 

ii) journal; iii) type of shareholder; iv) types of activism undertaken; v) theory used; vi) topic 

studied (CSR, CG or FP); and v) the main findings. Additionally, the research conducted for 

this thesis analysed whether these studies discuss spillover effects on peer firms or corporate 

 
12 Following Post and Byron (2015), this thesis includes a working paper in meta-analysis. The reason for doing 

this is that the number of published articles on this exact topic is limited.  

13 It may also include working papers from engines such as SSRN. 
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disclosure issues. The classification system also noted the geographic location of the studied 

subject/data.  

 

In addition to these reviewed papers, this thesis also used published empirical studies to 

conduct meta-analysis on the coefficients of correlation between shareholder activism and (i) 

FP; (ii) CSR; and (iii) CG, respectively. Following Wang and Shailer (2015) and Pletzer, 

Nikolova, Kedzior, and Voelpel (2015), the research methodology firstly utilised studies which 

provided coefficients of correlation and picked them as an effect size.14 If the studies did not 

provide coefficients of correlation, it picked the t-value, z-statistics or p-value of coefficients 

or the difference of two-group mean. The meta-analysis also identified the number of 

observations from those studies and converted t-value and z-statistics into coefficients of 

correlation. When utilising studies that provided coefficients and standard error rather than t-

value, the meta-analysis process divided the coefficient by standard error to reach a t-value. 

Wang and Shailer (2015) provide the formula utilised in this study to convert the statistics into 

a common effect size, which theoretically indicates the viability of conversion. The formula is 

provided in Appendix A. This thesis uses the meta-analysis effect size calculator system 

developed by Dr David B. Wilson15  to translate t-value, z-statistics and p-value into the 

common effect size r. After conversion into the common effect size r, this thesis used the R 

statistical software to convert common effect size r into a Fisher Z score and its corresponding 

estimated sampling variance. The reason for doing this is that r may not be normally 

distributed, whereas meta-analysis can only be conducted if the normal distribution assumption 

is met. Following Wang and Shailer (2015) and Higgins, Thompson, Deeks, and Altman 

 
14 Following Wang and Shailer (2015), it selects coefficients of correlation and the number of observations from 

main model of studies. If studies do not mention which model is main or preferred by authors, it chooses the one 

with largest sample size. For studies with same sample size, it takes the average of the coefficients of 

correlation. 
15 See http://cebcp.org/practical-meta-analysis-effect-size-calculator/correlation-coefficient-r/t-test/. 
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(2003), this chapter then conducted meta-analysis and drew forest plots to see whether 

shareholder activism affects (i) FP; (ii) CSR; and (iii) CG, respectively.  

 

2.3 RESULTS FROM THE NARRATIVE LITERATURE REVIEW 

2.3.1 The implications of shareholder activism: analysis of time and location 

This section will discuss the time and location used in each study. This is to establish how 

geographical location and timing factors can influence current research patterns. Seventy-two 

papers use the US as their investigation location, whereas another nineteen papers are from 

other areas in the world. Three of the surveyed papers are from the UK, and another three are 

from Japan. One paper uses Malaysian data, and another one uses German data, whereas 

another one uses global data. One paper discusses shareholder activism in Korea. Shareholder 

activism in Nigeria and China also received research attention, with one paper examining 

shareholder activism in each of the two countries. Most of these papers find positive 

associations between shareholder activism and: (1) FP; and (2) CG. Four studies examine how 

and why shareholder activism influences CSR, using case study. In European countries where 

shareholder democracy is upheld, shareholder activism can improve CSR, whereas in 

developing countries where shareholder rights are not well protected, their activism usually 

produces low effectiveness (Amao & Amaeshi, 2008; Sullivan & Mackenzie, 2008). 

 

Regarding the time frame, the time period covered by the samples is before 2013. Most of them 

are even before 2011. This phenomenon is very common among studies using 13D filings or 

investigating the impact on FP, whereas for shareholder proposals, the latest study from Grewal 

et al. (2016) uses a dataset from 1999 to 2013 to look at the impact of shareholder activism on 

CSR. Studies published in 2017 often use samples from ten years ago. However, papers 

published before 2010 commonly use data from less than five years ago. Interestingly, when 
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compared with studies conducted between 2000 and 2003, studies conducted in 2016 and 2017 

often identify a significantly positive influence from shareholder activism, whereas studies 

done in prior years before more often result in insignificant influences. Therefore, to see the 

patterns more clearly, it is important to include the most up-to-date data. 

 

2.3.2 Theories on shareholder activism 

This section reviews the main theories developed in prior studies to explain the prevalence of 

shareholder activism and its influences on firms and managerial decision-making. Three main 

theories are commonly used, namely stakeholder theory, agency theory and stakeholder 

salience theory. These theories are further explored in this thesis through analysing the themes 

of shareholder activism, types of shareholder activists and/or activism and spillover effects. Of 

the papers reviewed, only twenty-nine apply theories to interpret influences of shareholder 

activism. Of those twenty-nine papers, seventeen papers mention agency problems, twelve 

papers discuss stakeholder theory, and three papers are based on stakeholder salience theory. 

Some apply multiple theories. Brav et al. (2008) apply stakeholder theory and agency theory 

to explain shareholder activism regarding CG, FP and CSR issues. Perrault and Clark (2016) 

and Neubaum and Zahra (2006) use both stakeholder theory and stakeholder salience theory. 

The overall statistics show that papers investigating CSR prefer to utilise the stakeholder theory 

and/or stakeholder salience theory, whereas papers discussing the influence of shareholder 

activism on CG or FP tend not to refer directly to specific theories in their analysis. 

 

Shareholders, although owners of firms, do not participate in the daily operation of firms 

(Jensen & Meckling, 1976). In this sense, managers usually work on behalf of shareholders as 

agents making decisions in terms of corporate daily operations (Jensen & Meckling, 1976). 

Through undertaking this role, the manager may have an informational advantage over 
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shareholders in terms of firm-specific strategic and operational issues. However, managers who 

have different interests and preferences regarding risks may abuse this information to pursue 

personal interests at the expense of shareholders. Their personal interests can drive decision-

making processes within corporate operations and policies, resulting in conflicts of interest 

between shareholders and the manager. Agency theory argues that because of this potential 

conflicts of interest, shareholders may seek protection from governance mechanisms (Dalton 

et al., 2003; Jensen & Meckling, 1976).   

 

Based on this theory, most of the papers reviewed utilise agency theory to explore the 

relationship between shareholder activism and FP or CG issues which directly relates to 

shareholders’ financial interests. The majority of the aforementioned papers analyse the 

reduction of agency costs and the improved FP or CG gained through monitoring by 

shareholder activists. This is because shareholder activism reduces the information asymmetry 

between shareholders and managers, thereby increasing accountability to shareholders and 

decreasing agency costs (Rose & Sharfman, 2014). Many scholars in this field investigate 

institutional shareholder activism. Gillan & Starks (2000), for instance, argue that since 

institutional shareholders have a large proportion of ownership, they are highly motivated to 

monitor the manager, thereby protecting their interests. Brav et al. (2008) assert through their 

research that hedge fund activism caters to the needs of shareholders without harming the 

interest of creditors and other key stakeholders of the firm.  

 

Admati and Pfleiderer (2009) and Marler and Faugère (2010) contend that shareholder activism 

might become an invalid monitoring tool. Free-rider issues might make the costs of monitoring 

management outweigh the benefits, which consequentially decreases the effectiveness of 

shareholder activism. Admati & Pfleiderer (2009) argue that shareholder activism can only 
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function well in mitigating agency problems when managers attempt to benefit themselves by 

investing in risky projects. Likewise, Marler and Faugère (2010), utilise contingency agency 

theory16 to illustrate that the decision by shareholders to monitor the manager depends on the 

costs of that monitoring. While institutional activists can bear high monitoring costs, not all 

institutional shareholders have equal advantage in easing agency problems (Brav et al., 2008). 

Shareholders with relatively smaller stakes and good cooperation from management would 

arguably hold advantage over other shareholders (Brav et al., 2008). Further research into the 

influence of shareholder activism in aiding agency problems would contribute to further 

investigating the validity of agency theory.  

 

Instead of advocating shareholder primacy, stakeholder theory prioritises the interests of other 

stakeholders. These stakeholders are defined as the individuals or groups who can interact with 

the ‘achievement of the organisations’ objectives (Freeman, 2010, p.46). Stakeholders in this 

theory are associated with long-term corporate risks and firm survival (Monks et al., 2004). For 

instance, typical stakeholders such as customers, suppliers and local community could 

influence and determine corporate profitability in the long-term. Among the papers reviewed, 

the motivation for stakeholder (social shareholder) activism comes from two areas: (1) the close 

link between CSR and financial interests (e.g. the business case for CSR); and (2) the 

stakeholders’ own values, norms and beliefs. Monks et al. (2004) document how shareholder 

activists submitted proposals on social and environmental issues discussing their concern 

regarding a firms’ pollution, and these proposals increased financial risk to shareholders. Since 

these CSR issues may harm corporate reputation, thus influencing its operation and profitability 

in the long-term, shareholder activists pressure firms to address these issues in order to maintain 

 
16 Contingency agency theory indicates that the monitoring of shareholders depends on cost effectiveness. 
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a good public image (Dhir, 2012). Sister Daly, a social shareholder and member of the Interfaith 

Centre on Corporate Responsibility, contends that shareholders should seek social and 

environmental benefits, rather than financial return, from their investments (Lee & Lounsbury, 

2011). Driven by differing values, societal norms and beliefs, social shareholders could forgo 

some of their private interest for the benefit of the wider public, with regards to CSR issues 

(Lee & Lounsbury, 2011). 

 

Some of the papers reviewed emphasise the importance of stakeholder identification in 

applying stakeholder salience theory. Vasi and King (2012) differentiate between corporate 

responses to primary and those to secondary stakeholders. They find that primary stakeholders 

such as shareholders, can negatively influence risk perception and FP through activism, and, 

hence, are more likely to drive changes in corporate social and environmental policies through 

their activism. In addition, some papers reviewed argue that specific stakeholder attributes such 

as power, legitimacy and urgency, relate directly to the influence of their activism. Power refers 

to the capacity to enforce changes in the policies and strategies. It usually associates with 

economic resources controlled by stakeholders or the ability to negatively influence the 

reputation of organisations or managers. Legitimacy refers to the reputation of stakeholders or 

the reasonability of their actions. Urgency refers to whether the claims of stakeholders are 

urgent enough to receive corporate responses. Stakeholder salience theory is applied to explain 

the success of institutional shareholder activism in driving CSR changes in Neubaum and 

Zahra's (2006) paper and the success of coordinated shareholder activism in Perrault and 

Clark's (2016) study. Contrastingly, David et al. (2007) argue that both coordinated 

shareholders and institutional shareholders possess advanced power and legitimacy (a position 

which can induce significant managerial response), but instead of achieving real CSP 

improvements, their activism can stimulate window dressing. The conflicting evidence 
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provided by these papers indicates the need for further research which analyses the implications 

of stakeholder salience theory for shareholder activism. 

 

Overall, this section has presented and analysed the mixed results of current literature to explain 

relevant theories on shareholder activism. While agency theory suggests shareholder primacy, 

stakeholder theory prioritises the interests of other stakeholders or the non-financial interests 

of shareholders, which makes the influences of shareholder activism divergent. Stakeholder 

salience theory suggests that whether shareholders have a priority over other stakeholders 

depends on their salience of the firm, and, this in turn determines the firm’s response to their 

activism. 

 

2.3.3 The impacts of shareholder activism  

2.3.3.1 Overview 

This section provides an overview of the implications of shareholder activism for CG, CSR 

and FP based on the selected, analysed papers. Figure 2.2 shows the number of articles 

categorised by year. Fewer papers were published each year prior to 2009, whereas from 2009 

to 2017 the number of papers published increased per year. This indicates an increasing interest 

in research into shareholder activism since 2009.  

 

Table 2.1 presents the papers categorised by the topics studied, the theories used and their main 

findings. To categorise based on topic, this chapter will analyse the content and classify these 

papers into the following themes: general CSR,17 social aspects, environmental aspects, CG 

and FP. Accordingly, most of the papers concentrate on CG (thirty-nine papers) or FP (fifty-

 
17 If the article does not mention topics in regard to specific social and environmental areas, it is categorised into 

the general CSR theme; otherwise, the paper is categorised into each specific theme.   
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eight papers). Fifteen papers involve general CSR themes but do not deeply explore sub-themes 

such as social and environmental areas. Three papers discuss influences on environmental 

aspects only, whereas another one paper focuses on social issues, namely human rights. 

 

This chapter further categorises the studies into ‘positive impact’, ‘negative impact’ and 

‘undetermined impact’, according to their findings. Most of the studies conclude with a positive 

impact from shareholder activism on CSR (nine papers), CG (twenty-five papers) and FP 

(thirty-four papers). Regarding CSR, three papers report an undetermined impact from 

shareholder activism, while three others document a negative influence. Seven papers 

demonstrate negative influences on CG and sixteen papers demonstrate negative influences on 

FP. Another three papers find an undetermined association between shareholder activism and 

CG. One paper finds an increase in environmental risk that deteriorates FP of firms, whereas 

another paper relates shareholder activism to the advancement of human rights. The following 

sections will discuss the implications for each of these aspects separately, namely, CG, FP and 

CSR. 
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Figure 2.2 The number of papers 
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Table 2.1 Literature on shareholder activism 

Author(s) Year Journal 
Shareholder 

 Type(s) 

Activism 

Type(s) 
Theory 

Spillover 

Effects  
Reporting18  Main Findings Performance Location 

Admati & 

Pfleiderer 
2009 

The Review of 

Financial Studies 
Institutional Exit 

Agency  

Theory 
  

Large shareholders’ exit,  
as evidence of activism reduces 

agency costs aligning 

managerial interests and 

shareholders' interests 

CG US 

Artiga & 

Calluzzo 
2016  

Institutional 

& 

Coordinated 

Shareholder 

filings (13D) 

Agency  

Theory 
  

Coordinated shareholder 

activism generates higher profit 

than non-coordinated 

shareholder activism 

FP US 

Aslan & 

Kumar 
2016 

Journal of 

Financial 

Economics 

Institutional 
Shareholder 

filings (13D) 

Agency  

Theory 
√  

Hedge fund activism has 

significant spillover effects on 

peer firms. The spillover effects 

depend on financial conditions 

of peer firms and their industry 

environment. 

FP US 

Bach & 

Metzger 
2013  General 

Shareholder 

filings 

(proposals) 

   

The passing of anti-takeover 

related proposals increases CEO 

turnover, thereby decreasing 

firm value. 

CG  

&FP 
US 

 
18 “Reporting” refers to papers and articles about whether shareholder activism influences disclosure or reporting. 
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Author(s) Year Journal 
Shareholder 

 Type(s) 

Activism 

Type(s) 
Theory 

Spillover 

Effects  
Reporting18  Main Findings Performance Location 

Bauer et al. 2015 

Corporate 

Governance: 

An international 

review 

Institutional 

Shareholder 

filings 

(proposals) 

   

Institutional shareholders are 

more likely lead to the 

withdrawal of shareholder 

proposals than private 

shareholders.  

 

The withdrawal of shareholder 

proposals reduces the 

compensation level, whereas 

voted proposals increase the 

compensation level in later years 

(i.e. voted shareholder proposals 

are less powerful). 

CG US 

Bourveau & 

Schoenfeld 
2017 

Review of 

Accounting 

Studies 

General 
Shareholder 

filings (13D) 
 √ √ 

Peer firms disclose more 

management guidance of 

earnings and sales forecasts after 

shareholder activism targeted 

other firms. 

FP US 

Boyson & 

Mooradian 
2011 

Review of 

Derivatives 

Research 

Institutional 
Shareholder 

filings (13D) 

Agency  

Theory 
  

Hedge fund activism leads to 

better share performance in the 

short run 

and better operating 

performance in the long run.  

 

Activism aiming at changing 

corporate governance causes 

significant long-lasting changes. 

CG&FP US 

Brav et al. 2008 
The Journal of 

Finance 
Institutional 

Shareholder 

filings (13D) 

Agency  

Theory & 

Stakeholder 

Theory 

  

Hedge fund activism generates 

abnormal return, increases 

payout and CEO turnover and 

improves operating 

performance. 

CG&FP US 
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Author(s) Year Journal 
Shareholder 

 Type(s) 

Activism 

Type(s) 
Theory 

Spillover 

Effects  
Reporting18  Main Findings Performance Location 

Brav et al. 2015  Institutional 
Shareholder 

filings (13D) 

Agency  

Theory 
  

Hedge fund activism improves 

the efficiency of corporate 

innovation. 

CG US 

Caton et al. 2001 
Financial 

Analysts Journal 
Institutional 

Shareholder 

activism 

events 

   

Institutional activism will 

improve financial performance 

in underperforming firms if 

these firms can respond to the 

challenge. 

 FP US 

Cherkes et 

al. 
2014 

Journal of 

Financial and  

Quantitative 

Analysis 

Institutional 
Shareholder 

filings (13D) 
   

The management responds to 

activists by lowering managerial 

claims on fund assets, thus 

increasing value to shareholders. 

CG&FP US 

Cremers & 

Nair 
2005 

The Journal of 

Finance 
Institutional 

Shareholder 

filings (13F) 
    

Shareholder activism relates to 

firm value in the long-term 

given the external control 

(takeover vulnerability). 

FP US 

Cunat et al. 2012 
The Journal of 

Finance 
Institutional 

Shareholder 

filings 

(proposals) 

Agency  

Theory 
  

Passing governance proposals 

create positive abnormal return. 

Institutional shareholders 

generate higher market reaction 

on the day of voting. 

CG 

 & FP 
US 

David et al. 2001 

Academy of 

Management  

Journal 

Institutional 

Shareholder 

filings 

(proposals) 

   

While ownership alone is not 

enough to affect R&D 

investments, institutional 

activism increases R&D 

investments, thereby improving 

long-term profitability. 

FP US 



45 

 

Author(s) Year Journal 
Shareholder 

 Type(s) 

Activism 

Type(s) 
Theory 

Spillover 

Effects  
Reporting18  Main Findings Performance Location 

David et al. 2007 

Strategic 

Management 

Journal 

Institutional 

& 

Coordinated 

& General  

Shareholder 

filings 

(proposals) 

Stakeholder 

Salience  

Theory 

  

Shareholder proposals 

negatively relate to CSP. 

 

Responsiveness is positively 

associated with salience of 

shareholders, but it is temporary. 

CSP US 

Del Guercio 

et al. 
2008 

Journal of 

Financial  

Economics 

Institutional 

Shareholder 

filings 

(proposals) 

 √  

"Just vote no" campaigns 

(pension fund) induce 

managerial concerns of 

shareholders' interests and 

improve operating performance. 

'"Just vote no" campaigns 

(pension fund) force CEO 

turnover. Peer firms proactively 

change governance structure to 

reduce the likelihood of being 

targeted. 

CG 

 & FP 
US 

Dhir 2012 
Business Ethics 

Quarterly 
General 

Shareholder 

filings 

(proposals) 

Stakeholder 

Theory 
  

Shareholder activism improves 

the practices of international 

human rights enterprise. 

CSP US 

English et 

al. 
2004 

Journal of 

Corporate 

Finance 

Institutional 

Shareholder 

filings 

(proposals) 

   

Positive short-term return is 

associated with using equally-

weighted and sized decile 

indices, but not for value-

weighted index. 

FP US 

Ertimur et 

al. 
2010 

Journal of 

Corporate 

Finance 

General  

Shareholder 

filings 

(proposals) 

Agency  

Theory 
  

Shareholder pressure pushes the 

management to implement 

shareholder proposals. 

CG US 

Ertimur et 

al. 
2011 

The Review of 

Financial Studies 
General  

Shareholder 

filings 

(proposals) 

   

Firms with a CEO pay rate 

which is considered too high 

decrease CEO pay after 

shareholder resolution. 

CG US 
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Author(s) Year Journal 
Shareholder 

 Type(s) 

Activism 

Type(s) 
Theory 

Spillover 

Effects  
Reporting18  Main Findings Performance Location 

Ferri & 

Sandino  
2009 

The Accounting 

Review 
General  

Shareholder 

filings 

(proposals) 

 √  

Shareholder proposals facilitate 

the adaptation of the expensing 

employee stock options and 

reduction of CEO compensation 

in both targeted firms and peer 

firms. 

CG US 

Gantchev et 

al. 
2017  Institutional 

Shareholder 

filings (13D) 

Agency  

Theory 
√  

The threat of hedge fund 

shareholder activism increases 

the operating performance of 

peer firms with high awareness. 

Increased changes in book 

leverage, decreased changes in 

capital/assets and cash/assets are 

created in peer firms by 

shareholder activism. 

CG 

 & FP 
US 

Gillan & 

Starks 
2000 

Journal of 

Financial 

Economics 

Institutional 

& 

Coordinated 

Shareholder 

filings 

(proposals) 

Agency  

Theory 
  

Institutional or coordinated 

shareholder proposals receive 

more supports than individual 

shareholder proposals. While the 

former generates weaker market 

reaction than the latter, they 

together create positive 

abnormal return. 

CG 

 & FP 
US 

Greenwood 

& Schor 
2009 

Journal of 

Financial 

Economics 

Institutional 
Shareholder 

filings (13D) 
   

When targeted firms are 

eventually acquired, hedge fund 

activism generates positive 

return in these targeted firms. 

CG 

 & FP 
US 
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Author(s) Year Journal 
Shareholder 

 Type(s) 

Activism 

Type(s) 
Theory 

Spillover 

Effects  
Reporting18  Main Findings Performance Location 

Grewal et 

al. 
2016  Institutional 

Shareholder 

filings 

(proposals) 

Agency  

Theory 
√  

Filing shareholder proposals 

leads to the improvement of 

social and environmental 

performance in firms. Proposals 

with material issues cause 

increased firm value. 

CSP  

& FP 
US 

Hadani et al. 2011 

Journal of 

Business 

Research 

Institutional 

Shareholder 

filings 

(proposals) 

   

While shareholder proposals 

increase the level of earnings 

management, the presence of 

institutional shareholders 

reduces the level of earnings 

management. 

CG 

 & FP 
US 

Helwege et 

al. 
2012 

Journal of 

Corporate 

Finance 

Institutional 

Shareholder 

activism 

events 

   News of institutional activism 

leads to forced CEO turnover. 
CG  US 

Klein & Zur 2009 
The Journal of 

Finance 
Institutional 

Shareholder 

filings (13D) 

Agency  

Theory 
  

Hedge fund activism generates a 

higher positive market reaction 

in targeted firms. 

FP US 

Lee & 

Lounsbury 
2011 

Business & 

Society  
General 

Shareholder 

filings 

(proposals) 

Stakeholder 

Theory  
  

Shareholder resolutions 

positively affect corporate 

environmental performance 

measured by benzene 

internalization rate (BIR). 

CSP US 
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Author(s) Year Journal 
Shareholder 

 Type(s) 

Activism 

Type(s) 
Theory 

Spillover 

Effects  
Reporting18  Main Findings Performance Location 

Levit & 

Malenko 
2011 

The Journal of 

Finance 
General 

Shareholder 

filings 

(proposals) 

   

Shareholders can make their 

requests concerned only if they 

have severe conflicts with the 

management.  

 

Large numbers of shareholders 

can reduce costs of activism, 

thereby improving information 

aggregation. 

CG US 

Marler & 

Faugere 
2010 

Corporate 

Governance: 

An international 

review 

Institutional 
Shareholder 

filings (13F) 

Agency  

Theory 
  

Voice activists, such as pension 

fund, lead to higher 

compensation for entry and 

senior mid-level managers and 

more use of equity incentives 

compared with large 

shareholders as evidence of exit 

activists. The difference is due 

to the former’s monitoring being 

costlier (i.e. heavy investments 

in observation of managerial 

performance) and, as such, they 

prefer the equity incentives to 

substitute their expensive 

monitoring. 

CG US 

Michelon & 

Rodrigue 
2015 

Social and 

Environmental  

Accountability 

Journal 

General 

Shareholder 

filings 

(proposals) 

Stakeholder 

Theory 
 √ 

Shareholder engagement 

improves corporate transparency 

and performance. 

CG 

& CSP 
US 

Monks et al. 2004 
Natural 

Resources Forum 
General 

Shareholder 

filings 

(proposals) 

Stakeholder 

Theory 
  

Institutional shareholders 

promote CSP by changing the 

managerial practice. 

CG 

& CSP 
US 
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Author(s) Year Journal 
Shareholder 

 Type(s) 

Activism 

Type(s) 
Theory 

Spillover 

Effects  
Reporting18  Main Findings Performance Location 

Neubaum & 

Zahra 
2006 

Journal of 

Management 

Institutional 

& 

Coordinated 

Shareholder 

activism 

events 

Stakeholder 

Theory 

& 

Stakeholder 

Salience  

Theory 

  
Long-term institutional or long-

term and coordinated ownership 

positively relates to CSP. 

CSP US 

O'Rourke 2003 

Business 

Strategy and the 

Environment 

General 

Shareholder 

activism 

events 

Stakeholder 

Theory 
 √ 

Shareholder activism increases 

CSR accountability, but its 

influence in achieving firm 

changes is limited because of its 

costly nature. 

CSP US 

Perrault & 

Clark 
2016 

Organisation & 

Environment 

Institutional 

& 

Coordinated 

Shareholder 

filings 

(proposals) 

Stakeholder 

Theory 

& 

Stakeholder 

Salience  

Theory 

  

Firms respond positively to 

shareholder activists' high status 

and the threat of an 

unfavourable reputation. 

 

Managers are most responsive to 

shareholder activists with high 

status. 

CG 

& CSP 
US 

Prevost & 

Rao  
2000 

Journal of 

Business 

Institutional 

& 

Coordinated 

Shareholder 

filings 

(proposals) 

   
Shareholder proposals on 

governance issue cause negative 

wealth effects. 

CG 

& FP 
US 

Prevost et 

al. 
2012 

The Financial 

Review 
Institutional 

Shareholder 

filings 

(proposals) 

Agency  

Theory 
  

Union-sponsored proposals 

receiving major support 

positively relate to the number 

of outside directors as well as 

the overall return. Major-

supported proposals positively 

relate to entrenchment index. 

CG 

& FP 
US 
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Author(s) Year Journal 
Shareholder 

 Type(s) 

Activism 

Type(s) 
Theory 

Spillover 

Effects  
Reporting18  Main Findings Performance Location 

Rojas et. al. 2009 
Business and 

Society Review 
Institutional 

Shareholder 

filings 

(proposals) 

Stakeholder 

Theory 
  

The influence of social 

proposals in changing corporate 

social policy is more limited 

than before. 

 

Higher influences on changing 

corporate social policy come 

from pension funds and mutual 

funds. 

CSP  US 

Song & 

Szewczyk 
2003 

The Journal of 

Financial and 

Quantitative 

Analysis 

Institutional 

& 

Coordinated 

Shareholder 

activism 

events 

   

The coordinated shareholder 

activism through the Focus List 

does not improve targeted firm 

value and does not make it easy 

to acquire or merge with Focus 

List firms. 

CG 

& FP 
US 

Sun et al. 2013 

Journal of 

International 

Financial 

Management & 

Accounting 

Institutional 

Shareholder 

filings 

(proposals) 

Agency  

Theory 
 √ 

Firms targeted by shareholder 

proposals are more likely to use 

discretionary accruals to reach 

earnings benchmarks. 

FP US 

Uysal & 

Tsetsura 
2015 

Journal of Public 

Affairs 
General 

Shareholder 

filings 

(proposals) 

Stakeholder 

Theory 
  

Social shareholder proposals 

improve a firms’ participation in 

socially responsible activities. 

 

The reason that social 

shareholders receive responses 

from targeted organisations is 

that organisations offer a 

response to demonstrate their 

legitimacy. 

CSP US 
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Author(s) Year Journal 
Shareholder 

 Type(s) 

Activism 

Type(s) 
Theory 

Spillover 

Effects  
Reporting18  Main Findings Performance Location 

Uysal 2014 

International 

Journal of 

Strategic 

Communication 

Institutional 

Shareholder 

filings 

(proposals) 

Stakeholder 

Theory 
  

Pension fund shareholder 

activism results in proactive 

changes in terms of 

environmental policies. 

CSP US 

Vasi & 

King 
2012 

American 

Sociological 

Review 

General 

Shareholder 

filings 

(proposals) 

Stakeholder 

Theory 
  

Shareholder proposals increase 

environmental risk (iRatings) 

and negatively influences 

financial performance (Tobin's 

Q). 

CSP & FP US 

Anson et al. 2003 

Journal of 

Applied 

Corporate 

Finance 

Institutional 

Shareholder 

activism 

events 

Agency  

Theory 
  

Cumulative abnormal return is 

14.55% for companies with 

positive news (event window of 

[-90,-1]) and 19.2% for 

companies with negative news 

(event window of [+5,+94]). 

FP US 

Sunder et al. 2014 
The Review of 

Financial Studies 
Institutional 

Shareholder 

filings (13D) 

Agency  

Theory 
  

After hedge fund intervention, 

activism such as “Forcemerger” 

and “IncreasePayout” positively 

relate to interest spread, whereas 

“Blockmerger” and 

“ReplaceCEO” negatively relate 

to interest spread. 

FP US 

Clifford 2008 

Journal of 

Corporate 

Finance 

Institutional 
Shareholder 

filings (13D) 

Agency  

Theory 
  

Shareholder activism relates to 

changes in EBITDA & Assets. It 

positively relates to changes in 

dividend yield. 

FP US 

Gow et al. 2014  General 

Shareholder 

activism 

events 

   

There is a positive relationship 

between activism and director 

departure two years after the 

event. 

CG US 
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Author(s) Year Journal 
Shareholder 

 Type(s) 

Activism 

Type(s) 
Theory 

Spillover 

Effects  
Reporting18  Main Findings Performance Location 

Krishnan et 

al. 
2015  Institutional 

Shareholder 

filings (13D) 
   

Top investor hedge fund 

activism generates positive 

abnormal return. 

FP US 

Coffee & 

Palia 
2014  Institutional 

Shareholder 

filings (13D) 

Agency  

Theory 
  

The literature overstates the 

improvements of operating 

performance after hedge fund 

activism. 

FP US 

Klein & Zur 2009  Institutional 
Shareholder 

filings (13D) 

Agency  

Theory 
  

Improvements of accounting 

measures are not significant 

after activism. 

FP US 

Klein & Zur 2011 
The Review of  

Financial Studies 
Institutional 

Shareholder 

filings (13D) 
   

A significantly negative 

association between short-run 

abnormal bond return and short-

run abnormal stock return is 

found. It suggests that 

shareholders expropriate wealth 

from the bondholder around the 

initial 13D filing date. 

Results also show a longer-run 

expropriation effect. 

FP US 

Cheng et al. 2012 
The Accounting 

Review 
Institutional 

Shareholder 

filings (13D) 

Agency  

Theory 
  

Hedge fund activism increases 

tax avoidance level, improving 

tax efficiency. 

FP US 

Brav et al. 2008 
Financial 

Analysts Journal 
Institutional 

Shareholder 

filings (13D) 

Agency  

Theory 
  

The logarithm of the number of 

companies targeted by activism 

is positively associated with 

average announcement window 

abnormal returns. 

FP US 

Woidtke 2002 

Journal of 

Financial 

Economics 

Institutional 
Shareholder 

filings (13D) 

Agency  

Theory 
  

Activist public fund negatively 

relates to relative firm value 

(industry-adjusted Tobin's Q). 

FP US 
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Author(s) Year Journal 
Shareholder 

 Type(s) 

Activism 

Type(s) 
Theory 

Spillover 

Effects  
Reporting18  Main Findings Performance Location 

Ertimur et 

al. 
2013 

Journal of 

Accounting 

Research 

General 

Shareholder 

filings 

(proposals) 

   

There is no significant 

association between adverse 

shareholder votes and abnormal 

return. 

FP US 

Van Buren 

III 
2007 

Greener 

Management 

International 

Institutional 

Shareholder 

activism 

events 

Stakeholder 

Theory 
  

Religious organisations are 

important to environmental 

practices’ improvements. 

CSP  US 

Ryan 2006  Institutional 
Shareholder 

filings (13D) 
   Hedge fund activism creates 

positive abnormal return. 
FP US 

Boyson et 

al. 
2017 

Journal of 

Financial 

Economics 

Institutional 
Shareholder 

filings (13D) 

Agency  

Theory 
  

Hedge fund non-bidder activists 

lead to positive cumulative 

abnormal return. Hedge fund 

activist bidders lead to negative 

cumulative abnormal return. 

FP US 

Xu & Li 2011  Institutional 
Shareholder 

filings (13D) 

Agency  

Theory 
  Targeted firms have a higher 

loan spread (higher credit risk). 
FP US 

Cunat et al. 2016 
Review of 

Finance 
General 

Shareholder 

filings 

(proposals) 

   
An increase in ROA is found 

after say-on-pay proposals 

activism. 

FP US 

Thomas & 

Cotter 
2005 

Vanderbilt Law 

and Economics  

Research 

Institutional 

Shareholder 

filings 

(proposals) 

   

Union group activism and 

private institution activism 

negatively relate to abnormal 

return. 

FP US 
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Author(s) Year Journal 
Shareholder 

 Type(s) 

Activism 

Type(s) 
Theory 

Spillover 

Effects  
Reporting18  Main Findings Performance Location 

Guo et al. 2014  Institutional 
Shareholder 

filings (13D) 
   

Active investors negatively 

relate to the number of years 

until shareholders can vote for 

the entire board of directors in 

the same election.  

 

Any 13D filings negatively 

relate to the number of years 

until shareholders could vote for 

the entire board of directors in 

the same election.  

 

Shareholder proposals positively 

relate to the number of years 

until shareholders could vote for 

the entire board of directors in 

the same election. 

CG US 

Becht et al. 2009 
The Review of 

Financial Studies 
Institutional 

Shareholder 

activism 

events 

Agency  

Theory 
  

Activist fund called HUKFF 

generates large benefits on share 

price. 

FP UK 

Amao & 

Amaeshi 
2008 

Journal of 

Business Ethics 
General 

Shareholder 

activism 

events 

Stakeholder 

Theory 
  Shareholder activism is not 

powerful in influencing CSR. 
CSP Nigeria 

Choi & Cho 2003 
Pacific-Basin 

Finance Journal 
General 

Shareholder 

activism 

events 

   

People’s Solidarity for 

Participatory Democracy 

(PSPD)'s shareholder activism 

does not change targeted firm 

performance too much. 

CG 

 & FP 
Korea 

Crespi & 

Renneboog 
2010 

Corporate 

Governance:  

An International 

Review 

Institutional 

Exercising 

institutional 

shareholder 

ownership 

Agency  

Theory 
  

Larger shareholder voting power 

in insurers' managed funds 

positively relates to annual 

abnormal return. 

FP UK 
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Author(s) Year Journal 
Shareholder 

 Type(s) 

Activism 

Type(s) 
Theory 

Spillover 

Effects  
Reporting18  Main Findings Performance Location 

Sudarsanam 

& 

Broadhurst  

2010 

Journal of 

Management & 

Governance 

General 

Shareholder 

activism 

events 

Stakeholder 

Theory 
  

Shareholder activism forces 

Deutsche Boerse (DB) board to 

change towards shareholder-

oriented Anglo-American style 

governance practices. 

CG Germany 

Azizan & 

Ameer 
2012 

Managerial 

Auditing Journal 
Institutional 

Shareholder 

activism 

events 

Agency 

 Theory 
  

Shareholder activism 

significantly creates abnormal 

return. 

FP Malaysia 

Zeng et al. 2011 

Asia-Pacific 

Journal of  

Financial Studies 

Institutional 
Shareholder 

filings 

Agency  

Theory 
  

Institutional activist 

shareholdings and the number of 

institutional activist 

shareholders negatively relates 

to compensation ratio. 

CG China 

Spar & 

Mure 
2003 

California 

Management 

Review 

Institutional 

Shareholder 

activism 

events 

Stakeholder 

Theory 
  

Non-governmental organisation 

(NGO) activism increases 

responsiveness of firms but the 

increase in responsiveness is 

inconsistent across industries. 

CSP Global 

Sullivan & 

Mackenzie 
2008 

The Journal of 

Corporate  

Citizenship 

General 

Shareholder 

activism 

events 

   

European investor activists 

pursue the goal of CSR, which is 

aligned with investors' financial 

interests. 

CSP & FP Europe 

Ameer et al. 2009 

Asian Academy 

of Management 

Journal of 

Accounting and 

Finance 

Institutional 

Shareholder 

activism 

events 

Agency  

Theory 
  

Minority Shareholder Watchdog 

Group (MSWG) activism 

increases earnings before 

interest, tax, depreciation and 

amortisation (EBITDA) and 

chief financial officer (CFO) 

one year after activism. 

FP Malaysia 
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Author(s) Year Journal 
Shareholder 

 Type(s) 

Activism 

Type(s) 
Theory 

Spillover 

Effects  
Reporting18  Main Findings Performance Location 

Hilary & 

Oshika 
2006 

Japanese Journal 

of Management 

Accounting 

General 

Shareholder 

activism 

events 

   

A ‘spike’ is an annual meeting 

that lasts 50% longer than the 

average time for a given firm. It 

is positively associated with 

change in ROA. 

FP Japan 

Lynn & 

Mulgrew 
2008 

Corporate 

Ownership & 

Control 

Institutional 

Shareholder 

activism 

events 

   
Irish pension fund activism 

shows low level of monitoring 

over investee companies. 

CG Ireland 

Bebchuk et 

al. 
2015  Institutional 

Shareholder 

filings (13D) 
   

Hedge fund activism positively 

relates ROA and Tobin’s Q, 

three years after the activism. 

FP US 

Uchida & 

Xu 
2008  Institutional 

Exercising 

institutional 

shareholder 

ownership 

Stakeholder 

Theory 
  

Firms targeted by an active 

investment fund called Steel 

Partners Japan (SPJ) create 

positive cumulative abnormal 

return with an event window [-

2,+2]. 

FP Japan 

Bessie`re et 

al. 
2011 

Applied 

Financial 

Economics 

Institutional 

Shareholder 

activism 

events 

Agency  

Theory 
  

Positive market reactions are 

found to both AMF (French 

Financial Market Authority) and 

letters sent by the two funds to 

the directors of Atos. 

FP France 

Ullah & 

Jamali 
2010 

International 

Review of  

Business 

Research Papers 

Institutional 

Exercising 

institutional 

shareholder 

ownership 

   
Islamic financial institutions are 

important in shaping corporate, 

socially responsible behaviour. 

CSP UK 
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Author(s) Year Journal 
Shareholder 

 Type(s) 

Activism 

Type(s) 
Theory 

Spillover 

Effects  
Reporting18  Main Findings Performance Location 

Iliev et al. 2015 
The Review of 

Financial Studies 
Institutional 

Shareholder 

voting 

reported on 

corporate 

ballots 

   

The relationship between voting 

for directors and director 

turnover is negative. The greater 

merger and acquisition (M&A) 

dissent voting, the more 

withdrawal from M&A deals. 

CG US 

Scatigna 2001  Institutional 

Exercising 

institutional 

shareholder 

ownership 

   

Public pension fund activism 

does not improve the 

performance of targeted firms. 

Institutions sell companies with 

poor performance before chief 

executive officer (CEO) 

turnover. 

CG 

 & FP 
Global 

Cohn et al. 2016 
The Journal of 

Finance 
Institutional 

Shareholder 

filings (13D) 
   

Hedge fund activism in small 

firms negatively relates to 

combined return. The activism 

pressures firms to implement 

labour-friendly policies which 

decreases shareholder value. 

FP US 

Bessler et 

al. 
2015 

European 

Financial 

Management 

Institutional 

Shareholder 

activism 

events 

Agency  

Theory 
  

Hedge fund activism in 

Germany can generate positive 

cumulative abnormal return. 

FP Germany 

Chowdhury 

& Wang 
2009 

Journal of 

Management 
Institutional 

Shareholder 

filings 

(proxy-based 

activism) 

Agency 

Theory 
  

Cumulative proxy-based 

activism (shareholder proposals) 

positively relates to the ratio of 

contingent pay to the total pay 

for the CEO. 

CG Canada 

Baloria et 

al. 
2017  General 

Shareholder 

filings 

(shareholder 

proposals) 

Agency  

Theory 
  

Shareholder proposals with 

pension activists negatively 

relate to the cumulative 

abnormal return. 

FP US 
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Author(s) Year Journal 
Shareholder 

 Type(s) 

Activism 

Type(s) 
Theory 

Spillover 

Effects  
Reporting18  Main Findings Performance Location 

Brav et al. 2013  Institutional 
Shareholder 

filings (13D) 

Agency  

Theory 
  

Hedge fund activism improves 

standardised total factor 

productivity (TFP). In 

concentrated industries, hedge 

fund activism increases leverage 

and CEO turnover. Therefore, 

hedge fund corrects agency 

problem. 

CG 

&FP 
US 

Almazan et 

al. 
2005 

Financial 

Management 
Institutional 

Shareholder 

filings (13F) 

Agency  

Theory 
  

Active institutional 

concentration reduces total 

direct compensation for all 

directors. 

CG US 

Jacoby 2007 

Corporate 

governance:  

an international 

review 

General 

Exercising 

institutional 

shareholder 

ownership 

Stakeholder 

Theory 
  

CalPERS functioned with 

Japanese local organisations to 

alter governance standards in 

line with what it had done in the 

US. 

CG Japan 

McDonnell 

et al. 
2015 

American 

Sociological 

Review 

General 

Shareholder 

filings 

(proposals) 

Stakeholder 

Theory 
  

Total activist challenges 

positively relate to adopting 

CSR report and CSR committee. 

 

Total boycotts positively relate 

to adopting CSR committee. 

Proxy proposals positively relate 

to CSR report. 

CSP & CG US 

Goodwin et 

al. 
2014  Institutional 

Shareholder 

filings (13D) 

Agency  

Theory 
  

Hedge fund activism reduces 

ROA, Return on Invested 

Capital (ROIC) and ROE in 

firms, but increases Tobin's Q, 

payout ratio, total debt/capital 

and capital expenditure/sales. 

FP US 



59 

 

Author(s) Year Journal 
Shareholder 

 Type(s) 

Activism 

Type(s) 
Theory 

Spillover 

Effects  
Reporting18  Main Findings Performance Location 

Zhu 2013  Institutional 
Shareholder 

filings (13D) 

Agency  

Theory 
  

Mutual fund fire sale, as one 

type of activism negatively 

relates to CEO pay, CEO 

turnover, cash holding, leverage, 

capital expenditure, research and 

development (R&D). It 

positively relates to payout ratio 

and ROA. 

CG 

&FP 
US 

González & 

Calluzzo  
2016  

Coordinated 

& 

Institutional 

Shareholder 

filings (13D) 
   

Positive abnormal return after 

coordinated shareholder 

activism is found. 

FP US 
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2.3.3.2 Implications for corporate governance (CG) and financial performance (FP) 

Among the body of literature examined for this thesis, there were more papers examining either 

CG or FP implications than CSR issues. Interestingly, among the papers that evaluate CG 

influences, only eighteen concentrated exclusively on CG issues. Among the remaining papers, 

seventeen examined how shareholder activism influences CG as well as FP, whereas another 

four papers also address CSR or environmental implications. Thirty-nine papers investigate the 

impacts on FP only. In general, this trend of research demonstrates a strong interest in 

investigating the influences of shareholder activism on multiple aspects of firms’ performance 

and activities concurrently. 

 

Impacts on CG 

Admati and Pfleiderer (2009) and Levit and Malenko (2011) illustrate that large shareholder 

activism helps reduce agency costs and promotes CG by making information aggregation 

easier, as these investors, driven by their large shareholdings, are highly motivated in 

monitoring the firms. Nevertheless, Admati and Pfleiderer (2009) caution that gathering 

information in this way does not necessarily benefit shareholders. Large shareholders only 

become effective when the manager uses the firm’s resources for private benefit, such as 

abusing free cash flow in value-reducing mergers (Admati & Pfleiderer, 2009). In contrast, 

large shareholder activism is ineffective when the manager enhances firm value by privatising 

costs (Admati & Pfleiderer, 2009). This argument suggests that the actual quantifiable effect 

of monitoring by large shareholder activists on managerial behaviour is as yet, undetermined.  
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The most recurrent issues regarding CG influence concern managers directly, relating to either 

their job security or their pay. Normally, when the proposals come from shareholders with large 

ownership or significant power, the management facilitates the implementation of those 

proposals (Ertimur, Ferri, & Stubben, 2010). Managers may lose their jobs if they fail to meet 

shareholders’ requests (Ertimur et al., 2010). Supporting this argument, Helwege, Intintoli, and 

Zhang (2012) find that institutional shareholder activism, as one type of large shareholder 

activism, can actively increase the frequency of CEO turnover.  

 

Differently, Ferri and Sandino (2009), Ertimur et al. (2010) and Marler and Faugère (2010) 

find that activism changes the accounting treatment of CEO compensation and decreases 

executive compensation level. Ferri and Sandino (2009) find a reduction of CEO compensation 

level in the firms targeted by the proposals and a reduction in an adoption of employee stock 

options in both targeted and peer firms. Ertimur et al. (2010) confirm Ferri and Sandino's (2009) 

findings by documenting a decrease in CEO pay among firms with excessive CEO pay after 

both shareholder resolution and vote-no campaigns.19 Bauer, Moers, and Viehs (2015) note 

that only withdrawn shareholder proposals on executive compensation lead to a lower level of 

executive compensation, as withdrawals indicate a successful negotiation between 

shareholders and the firm. Voted shareholder proposals, if gaining little support, will instead 

raise the executive compensation level (Bauer et al., 2015). Because of high monitoring costs, 

pension fund activism tends to use equity incentives to motivate better management 

performance, causing an increase in the latter’s compensation level (Marler & Faugère, 2010). 

Whilst prior research presents conflicting results, it implies that shareholder activism changes 

 
19 Vote-no campaigns are another form of activism in which shareholders are asked to oppose nominated 

director candidates. An example can be found at https://www.thestreet.com/story/13552534/1/gannett-eyes-

quot-just-vote-no-quot-campaign-at-tribune-to-drive-hostile-815m-bid.html 
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either the compensation level or the compensation composition, thereby facilitating incentive 

alignment and protecting shareholders’ interests.  

 

Impacts on FP 

While shareholder activism can focus on CG changes, it often has the overarching goal of 

improving the firm’s FP. Indeed, a considerable amount of research focuses on value creation 

or FP. Studies examining the implications of shareholder activism on a firm’s FP usually rely 

on markers such as accounting measures, abnormal returns and other measures of activities and 

performance.  

 

Accounting measures  

Table 2.2 compares the accounting measures of FP used in the papers reviewed for this thesis 

in terms of financial indicators. Twenty-six papers employ accounting measures for FP. 

Specifically, accounting measures are predominantly employed to identify the influences of 

shareholder activism on long-term operating performance. The most popular measurement 

utilised in the papers is ROA (twelve papers), followed by Tobin’s Q (five papers). Nine papers 

using ROA find that shareholder activism increases firm value, whereas Bach and Metzger 

(2013) assert that shareholder activism actually increases CEO turnover, harming firm value. 

Aslan and Kumar (2016), Bebchuk, Brav, and Jiang (2015) and Goodwin, Singh, Slipetz, and 

Rao (2014) find that hedge fund activism and shareholder proposals reduce ROA. Five papers 

using Tobin’s Q as the measurement of FP provide evidence of mixed impacts from 

shareholder activism. For instance, Vasi and King (2012) suggest that shareholder activism 

increases the organisation’s environmental risk. They find that a positive improvement of 
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Tobin’s Q comes from proposals concerning material issues,20 while shareholder proposals on 

immaterial issues are negatively associated with Tobin’s Q. Goodwin et al. (2014) find that 

hedge fund activism reduces Tobin’s Q. Overall, results generally indicate that shareholder 

activism harms long-term firm value, due to increased management turnover or perceived risk. 

Table 2.2 Use of accounting measures in the papers 

Authors Measures of performance Types of shareholder activism 

Aslan & Kumar (2016) ROA, the sum of net income, 

depreciation scaled by total assets, capital 

expenditures over total assets and total 

factor productivity. 

Shareholder filings (13D) 

Bach & Metzger (2013) ROA Shareholder filings (proposals) 

Bureau & Schoenfeld (2017) Management guidance of EPS and sales. Shareholder filings(13D) 

Brav et al. (2008) 1 Sales growth, ROA, cash flows. Shareholder filings (13D) 

Cherkes et al. (2014) Return of capital. Exercising institutional shareholder 

ownership 

Cremers & Nair (2005) Ratio of the market assets to the book 

value of asset. 

Shareholder filings (13F)  

David et al. (2001) The number of products announced in one 

year. 

Shareholder filings (proposals) 

Gantchev et al. (2017) Capex/Assets, ROA, Asset turnover, 

Return on Sales (operating performance). 

Shareholder filings (13D) 

Greenwood & Schor (2009) Leverage, capital expenditures, 

dividends/earnings, change in assets, 

change in shares and ROA. 

Shareholder filings (13D) 

Grewal et al. (2016) Industry-adjusted Tobin’s Q Shareholder filings (proposals) 

Hadani et al. (2011) The difference between the firm's actual 

and expected accruals. 

 

Accruals are measured as the difference 

between reported earnings and operating 

cash flows. 

 

Expected accruals were computed by 

regressing total accruals in the firm's two-

digit SIC-code industry on total assets, 

revenues, property, plant, and equipment, 

and accounts receivable. 

Shareholder filings (proposals) 

Sun et al. (2013) Adjusted abnormal accruals. Shareholder filings (proposals) 

Vasi & King (2012) Tobin’s Q Shareholder filings (proposals) 

Sunder et al. (2014) The interest spread is measured as the 

natural logarithm of the spread in basis 

points on the bank loan. 

Shareholder filings (13D) 

 
20 For instance, for industries involving non-renewable resources and transportation, material issues refer to 

environmental problems. Within health and service industries, social issues are the material issues.  
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Authors Measures of performance Types of shareholder activism 

Clifford (2008) ROA, EBITDA, assets, cash, leverage and 

dividend yield. 

Shareholder filings (13D) 

Klein & Zur (2006) ROA, ROE, EPS, CFO/Assets & Z-Score 

(Altman model to measure bankruptcy). 

Shareholder filings (13D) 

Cheng et al. (2012) Corporate tax avoidance: 1. current 

effective tax rate; 2. cash ETR; 

3. book-tax difference; 4. residual book-

tax difference. 

Shareholder filings (13D) 

Woidtke (2002) Tobin's Q Shareholder filings (13F) 

Xu & Li (2011) The natural logarithm of the loan spread 

and loan maturity 

Shareholder filings (13D) 

Cunat et al. (2016) ROA and Cash flow/book value of assets Shareholder filings (proposals) 

Ameer et al. (2009) Profitability (EBITDA) and 

Cash flow from operation (CFO) 

Shareholder activism events 

Hilary & Oshika (2006) Profitability (change in ROA) Shareholder activism events 

Bebchuk et al. (2015) Tobin’s Q and ROA Shareholder filings (13D) 

Brav, Jiang, & Kim (2013) Standardised total factor productivity 

(TFP) 

Shareholder filings (13D) 

Goodwin et al. (2014) ROA, Tobin's Q, ROE, ROIC, Payout 

ratio, Total Debt/capital and Capital 

Expenditure/sales 

Shareholder filings (13D) 

Zhu (2013) Cash holding, Leverage, R&D expense, 

TURN (CEO turnover), CEO pay, ROA, 

PAYOUT  

Shareholder filings (13D) 

 

Abnormal returns 

In event studies, abnormal returns are calculated around the event date. This is a popular form 

of study in this field, with thirty-one of the papers assessed for this thesis examining this topic. 

This method of research establishes various window periods and events varying in length to 

study. The short-term event window is usually up to 90 days (Anson, White, & Ho, 2003), 

whereas the long-term event window can be up to two years (Boyson, Gantchev, & Shivdasani, 

2017). Most papers chose 13D Filings as the ‘events’ to be studied. This chapter establishes 

that when examining short-term performance, the event study method is preferred over 

accounting measures. Interestingly, most of the papers reviewed for this thesis report 

significant positive abnormal returns. This chapter also identifies the five papers which used 
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event study to investigate long-term value creation. For instance, Song and Szewczyk (2003) 

document 8.9% and 18.4% abnormal holding period return one year and two years after 

coordinated shareholder activism through the Focus List 21 of poorly performed firms. 

Gantchev et al. (2017) employ the event study method to examine value creation both one and 

then two years after periods of hedge fund activism. They found 6.5% abnormal returns in non-

targeted peer firms two years after shareholder activism happened in targeted firms. Klein and 

Zur (2009) employ both short-term and long-term windows and document positive abnormal 

returns from both. Hence, the literature review conducted for this thesis indicates that event 

study is widely used to examine both long-term and short-term value creation. Furthermore, 

the literature review also established that the papers using event study to examine long-term 

value creation mainly focus on institutional shareholder activism. For example, Boyson et al. 

(2017) find that hedge fund activism creates value by monitoring targeted firms during the 

merger process. This demonstrates that large shareholder activism is anticipated positively by 

the market. The event dates chosen, event windows, corresponding abnormal returns and types 

of activism are detailed in Table 2.3.  

Table 2.3 Event study papers 

Authors Event Date Event Window Abnormal Return Activism 

Type(s) 

Artiga & 

Calluzzo 

(2016) 

13D filing’s 

date 
[-10, 90] 

4.26%-5% from sole activists 

5.89%-9.45% from following 

activists. 

Shareholder 

filings (13D) 

Boyson & 

Mooradian 

(2011) 

13D filing’s 

date & the 

actual  

date that the 

filer crossed  

over the 5% 

ownership  

threshold 

[-25, +25] 

8.10% around the filing date 

8.13% around the event date (the 

event date is the actual date that the 

filer crossed over the 5% 

ownership threshold). 

Shareholder 

filings (13D) 

 
21  See Song and Szewczyk (2003). Focus List refers to a list with underperformed firms in terms of financial 

returns. 
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Authors Event Date Event Window Abnormal Return Activism 

Type(s) 

Caton et al. 

(2001) 

The date that 

the Focus List  

includes 

poorly  

performing 

companies 

[-90, -3],  

[-2, +2],  

[+3, +90] 

Overall sample: -12.3% abnormal 

return around [-90, -3], -0.91% 

around [-2, +2],  -0.18% around 

[+3, +90] 

 

Subsample companies are not 

capable of improving: -10.67%, -

1.08% and -0.63%, respectively, 

around three windows; 

 

Subsample companies are capable 

of improving: -13.40%, -0.54% and 

+7.01%, respectively, around three 

windows. 

Shareholder 

activism 

events 

Cunat et al. 

(2012) 

The date of 

shareholder  

meeting 

On the event day and 

 [0, 7] 
1.3% and 2.4%, respectively 

Shareholder 

filings 

(proposals) 

English et al. 

(2004) 

The date 

CalPERS’ 

annual target 

list appears in 

the Wall Street 

Journal from 

1992 to 1997 

[-1, 0],  

[-2, 0],  

[-1, 1],  

[0,1] 

Equity Weighted Return: 0.36%, 

0.47% and 0.95%, respectively. 

 

Value Weighted Return: 0, 0.18%, 

0.31% and 0.5%, respectively. 

Shareholder 

filings 

(proposals) 

Gantchev et 

al. (2017) 

13D filing’s 

date 
[t, t+2 years] 

Positive and marginally statistically 

significant. 

Shareholder 

filings (13D) 

Gillan & 

Starks (2000) 

The proxy 

mailing 

date 

[-1, +7] 

-0.4509% for institutional or 

coordinated proposals; 

 

0.2561% for individual proposals. 

Shareholder 

filings 

(shareholder 

proposals) 

Greenwood 

& Schor 

(2009) 

13D filing’s 

date 
[-10, +5] Around 3.5% 

Shareholder 

filings 

(13D) 

Institutional 

activism 

Klein & Zur 

(2009) 

13D filing’s 

date 

[-30, +30], 

[-30, +5], 

[0, 1year] 

7.3% in [-30, +5], 10.2% in [-30, 

+30] and an additional 11.4% 1 

year after hedge fund activism; 

 

4.4% in [-30, +5], 5.1% in [-30, 

+30] and 17.8% 1 year after other 

activism. 

Shareholder 

filings 

(13D) 

Institutional 

activism 

Prevost & 

Rao (2000) 

The proxy 

mailing 

date 

[-20, +20] 

First appearance observation: -

0.039 

target observation: -0.090. 

Shareholder 

filings 

(shareholder 

proposals) 

Prevost et al. 

(2012) 

The proxy 

mailing date 
[–1, +10] 

Majority support (2.73%); 

 

Target is unionised and at least one 

majority support proposal (2.60%) 

Shareholder 

filings 

(shareholder 

proposals) 



67 

 

Authors Event Date Event Window Abnormal Return Activism 

Type(s) 

Song & 

Szewczyk 

(2003) 

The 

announcement 

of the Focus 

List 

[-5 years, 0], [-4 years, 0], 

[-3 years, 0], 

[-2 years, 0], [-1 year, 0], 

[0, 1year] 

8.9% and 18.4% in [0, 1year] and 

[0, 2years], respectively. 

Shareholder 

activism 

events 

Anson et al. 

(2003) 

The 

announcement 

of the Focus 

List 

[-90, -1] and [+5, +94] 

[-90, -1] 14.55% for companies 

with positive news. 

 

[+5, +94] 19.2% for companies 

with negative news. 

Shareholder 

activism 

events 

Clifford 

(2008) 
  Not significant 

Shareholder 

filings (13D) 

Krishnan et 

al. (2015) 

13D filing’s 

date 

[-1, +1],  

[-3, +3] and [-10, +10] 

4.38%, 5.99% and 8.21%, 

respectively. 

Shareholder 

filings (13D) 

Klein & Zur 

(2006) 
  Not significant 

Shareholder 

filings (13D) 

Klein & Zur 

(2011) 

13D filing’s 

date 
Short-term window -4.5% 

Shareholder 

filings (13D) 

Brav et al. 

(2008)2 

13D filing’s 

date 
[-20, +20] 7% 

Shareholder 

filings (13D) 

Ertimur et al. 

(2013) 
  Not significant 

Shareholder 

filings 

(shareholder 

proposals) 

Ryan (2006) 
Announcement 

of events 
[-5, +5] 0.5% 

Shareholder 

activism 

events 

Boyson et al. 

(2017) 

13D filing’s 

date 
[0, 24 months] 9.8% 

Shareholder 

filings (13D) 

Thomas & 

Cotter (2005) 

Shareholder 

meeting 
[-1, +1] 0.155% 

Shareholder 

filings 

(shareholder 

proposals) 

Becht et al. 

(2009) 

Announcement 

of events 

[-1, +1],  

[-2, +2],  

[-5, +5] 

[-1, +1] 2.96%; [-2, +2] 3.91%; [-5, 

+5] 3.89% 

Shareholder 

activism 

events 

Crespi & 

Renneboog 

(2010) 

Disclosure of 

voting power 
[0, +1year] 0 

Exercising 

institutional 

shareholder 

ownership 

Azizan & 

Ameer 

(2012) 

Announcement 

of events 
[0, +1] 0.62% 

Shareholder 

activism 

events 

Uchida & Xu 

(2008) 

Disclosure of 

Ownership 
[-2, +2] Positive 

Exercising 

institutional 

shareholder 

ownership 

Bessière et 

al. (2011)  

AMF release 

and letter sent 

by activists 

[-1, +1],  

[0, 2], 

[-1, +5] 

(1) AMF release:7.72% [-1, +1], 

9.15% [0, 2] and 13.38% [-1, 5]; 

 

Shareholder 

activism 

events 
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Authors Event Date Event Window Abnormal Return Activism 

Type(s) 

(2) Letters sent by the two funds to 

the directors: 7.07% [-1, 1]. 

Bessler et al. 

(2015) 
 

[-80, +80],  

[-45, +45],  

[-15, +15],  

[-5, +5],  

[-3, +3] &  

[-1, +1] 

[-80, +80]: 11.79%; [−45, +45]: 

9.38%; [-15, +15]: 4.43%; [-5, +5]: 

2.72%; [-3, +3]: 1.79%; [-1, +1]: 

1.03%. 

Shareholder 

activism 

events 

Baloria et al. 

(2017) 

Announcement 

of 

implementing 

proposals 

[-1, +1] -0.49% 

Shareholder 

filings 

(shareholder 

proposals) 

González & 

Calluzzo 

(2016) 

13D filing’s 

date 

[-10, 10]  

[-10, 30]  

[-10, 60] 

[-10, 90] 

[-10, 10] 0.0426 

[-10, 30] 0.05 

[-10, 60] 0.0434 

[-10, 90] 0.0474 for sole activist. 

[-10, 10] 0.0734 

[-10, 30] 0.0945 

[-10, 60] 0.0819 

[-10, 90] 0.0589 for following 

activist. 

Shareholder 

filings (13D) 

 

Accounting treatments and other performance measures 

 

Two papers reviewed as part of the literature for this thesis which investigated the relationship 

of shareholder activism to accounting treatment also indirectly prove its effect on FP. 

Specifically, Brav, Jiang, Ma, and Tian (2014) propose that hedge fund activism improves 

innovation efficiency and productivity, as it leads to the reallocation of resources and 

innovation investments by management. These investments in turn create long-term value. 

Hence, they indirectly demonstrate that activism forces management to exert efforts to attain 

financial targets and increase shareholders’ value. Similarly, Sun, Wang, Wang, and Zhang 

(2013) report intensive use of accruals after shareholder activism in targeted firms to achieve 

the benchmarked performance. Their evidence shows that shareholder activism bolsters FP 

manipulation through financial statement disclosure.  
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Impact on both CG and FP 

Other papers examine the influence of shareholder activism on both CG and FP. Most 

commonly, researchers document value reduction after shareholder activism, as activism 

usually reflects ineffective management in the targeted firms. For instance, Bach and Metzger 

(2013) found that anti-takeover shareholder proposals increase CEO turnover, and, as a result, 

reduce firm value. In addition, shareholder proposals from public pension funds, especially 

repeat proposals, deteriorate long-term value as they signal a failure of negotiation between 

shareholders and the management, thereby indicating bad news to the market (Prevost & Rao, 

2000). In addition to wealth exploitation, shareholder activism may exacerbate earnings 

management, as firms generally wish to maintain a good reputation through accounting figures 

(Hadani, Goranova, & Khan, 2011). However, the presence of institutional shareholders can 

curb the earnings management level, as these shareholders are more informed than minor 

shareholders; hence, they can better monitor the earnings management behaviour (Hadani et 

al., 2011). Therefore, the negative effect from shareholder activism on CG and FP might be 

lessened dependent on the particular ownership structure of the targeted firm. 

 

There is more substantial evidence identifying a positive association between shareholder 

activism and both CG and FP than evidence identifying a negative association. While exploring 

diverse types (or content) of shareholder activism, most of the studies show abnormal returns 

in the short run and improvements in operating performance and CG in the long term (Bach & 

Metzger, 2013; Boyson & Mooradian 2011; Brav, Jiang, Partnoy & Thomas ,2008; Del 

Guercio, Seery & Woidtke, 2008; Prevost, Rao & Williams, 2012). Prevost et al. (2012) 

identified an overall increase in the number of outside directors and abnormal returns from 

majority-supported shareholder proposals handed in by union shareholders. Indeed, Gillan and 
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Starks (2000) emphasise that winning a majority of support determines the value creation of 

shareholder proposals. However, majority support is not a necessity to implement shareholder 

proposals in the United States, and as such, many scholars focus on the implications caused by 

different content or types of shareholder activism rather than the support rate. One example is 

Brav et al. (2008), who document increases in both CEO turnover and operating performance 

after hedge fund activism. Their findings contrast those of Bach and Metzger (2013), who 

report worse FP after anti-takeover proposals. The difference in the findings is attributed to the 

content of the activism undertaken. Since proposals related to lifting anti-takeover provisions 

often lead to an undesired CEO transition, the market anticipates these types of proposal as bad 

news, causing decreasing shareholder returns (Brav et al., 2008). Furthermore, because these 

proposals may result in the turnover of managers, these managers often have to prioritise 

meeting shareholders’ requests in order to secure their jobs. Cherkes, Sagi, and Wang (2014) 

confirm this point by arguing that the manager will lower claims on funds through a managed 

distribution policy to prioritise shareholder wealth. In summary, the aforementioned studies 

assert that different types of shareholder activism may influence FP and CG either negatively 

or positively. The negative or positive influences on FP and CG lie in content of shareholder 

activism. In addition, the influences of shareholder activism on CG could spill over to FP. 

 

In conclusion, the results of the literature review conducted for this thesis indicate fruitful 

research on the association between shareholder activism and FP or CG issues, with most 

suggesting a positive relationship. In the following Section 2.3.3.3, the influence of shareholder 

activism on CSR issues are examined. 
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2.3.3.3 Influence of shareholder activism on CSR  

Table 2.4 presents the papers investigating CSR impact included in the review. Shareholder 

activism can enhance CSR accountability and/or CSR performance. However, the evidence 

shows that this enhancement is not definite, as it can be affected by industry factors, budgeting 

procedures of targeted firms and ‘window dressing’ practices (Grewal, Serafeim, & Yoon, 

2016; Michelon & Rodrigue, 2015). Michelon and Rodrigue (2015) find that the demand of 

shareholders for CSR enhancement varies between different industries. Grewal et al. (2016) 

argue that one CSR event may be material to some industries but not to others. Corporate 

responses to material events in CSR proposals increase firm value, whereas their responses to 

immaterial issues may reduce firm value. This is because benefits from investments in 

immaterial issues do not outweigh their costs. This means that budget availability and cost-

benefit analysis may impede a firm’s CSR efforts in response to shareholder activism. Firms 

may also adopt window dressing as a response to activism. Uysal and Tsetsura (2015) report 

that firms address some shareholder proposals by intensifying CSR activities because they 

intend to demonstrate their legitimacy to preserve value. Once there is no longer a threat to 

legitimacy, firms may stop CSR activities. These findings imply that, while shareholder 

activism can positively change CSP, its effectiveness is impeded by various industry and 

organisational factors. 
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Table 2.3 CSR papers 

Authors Year Journal Measures of 

performance 

 Performance Quantitative  

or Qualitative 

Publish  Location 

David et 

al. 

2007 Strategic  

Management 

Journal 

KLD & 

Coded 

responsiveness 

CSP Quantitative Yes US 

Dhir 2012 Business Ethics 

Quarterly 

 
Social 

Performance 

Qualitative  Yes US 

Grewal et 

al. 

2016 
 

KLD & Tobin’s Q CSP 

& FP 

Quantitative No US 

Lee & 

Lounsbury 

2011 Business & 

Society  

Benzene 

Internalisation 

Rate (BIR) 

Environmental  

Performance 

Quantitative Yes US 

Michelon 

& 

Rodrigue 

2015 Social and 

Environmental  

Accountability 

Journal 

 
CG & CSP Qualitative Yes US 

Monks et 

al. 

2004 Natural Resources 

Forum 

 
CG & CSP Qualitative  Yes US 

Neubaum 

& Zahra 

2006 Journal of 

Management 

KLD CSP Quantitative Yes US 

O'Rourke 2003 Business Strategy 

and  

the Environment 

 
CSP Qualitative Yes US 

Perrault & 

Clark 

2016 Organisation & 

Environment 

Coded 

responsiveness 

Environmental 

Performance & 

CG 

Quantitative Yes US 

Rojas et. 

al. 

2009 Business and 

Society Review 

 
CSP Qualitative  Yes US 

Uysal & 

Tsetsura 

2015 Journal of Public 

Affairs 

 
CSP Qualitative Yes US 

Uysal 2014 International 

Journal of 

Strategic 

Communication 

 
CSP Qualitative Yes US 
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Authors Year Journal Measures of 

performance 

 Performance Quantitative  

or Qualitative 

Publish  Location 

Vasi & 

King 

2012 American 

Sociological 

Review 

Environmental risk 

score developed by 

iRatings 

& Tobin’s Q 

Environmental 

Performance 

& FP 

Quantitative Yes US 

Van Buren 

III 

2007 Greener 

Management  

International 

 
CSP Qualitative Yes US 

Amao & 

Amaeshi 

2008 Journal of 

Business Ethics 

 
CSP Qualitative Yes Nigeria 

Spar & 

Mure 

2003 California 

Management 

Review 

 
CSP Qualitative Yes Global 

Sullivan & 

Mackenzie 

2008 The Journal of 

Corporate  

Citizenship 

 
CSP& FP Qualitative Yes Europe 

Van Buren 

III 

2007 
  

CSP Qualitative Yes US 

Ullah & 

Jamali 

2010 International 

Review of  

Business Research 

Papers 

 
CSP Qualitative Yes UK 

McDonnell 

et al. 

2015 American 

Sociological 

Review 

Dummy variables 

for  

adopting CSR 

report  

and CSR committee 

CSP & CG Quantitative Yes US 
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Beyond the operational environment and financial constraints of firms, the unfamiliarity of 

claims from shareholder activists may hinder the increase of CSR after shareholder activism. 

Rojas, M'zali, Turcotte, and Merrigan (2009) document a low level of change in social policies 

caused by shareholder activism. Compared with CG proposals, social policy proposals show 

less influence of shareholder activism and indicate the inefficacy of such pressure in altering 

corporate practice (Rojas et al., 2009). This limited influence is mainly attributed to the 

unfamiliarity of the advocated issues to other shareholders and, therefore, the low likelihood 

that such proposals can garner enough support to warrant management response (Rojas et al., 

2009).  

 

Because of the limitation on CSR proposals in changing corporate practice, shareholders might 

seek to change CSR practice by submitting CG proposals about changing the board of directors. 

Monks, Miller, and Cook (2004) argue that some shareholder proposals promote CSR practice 

indirectly via changing CG. These shareholder proposals are described as ‘crossover proposals’ 

(Monks et al., 2004). Specifically, irresponsible management may go against the will of 

shareholders when dealing with CSR issues (Monks et al., 2004). Therefore, to fundamentally 

change the undesired CSR practice, shareholder activists should instead seek to change CG 

through strategies such as altering the board structure and appointing their preferred candidates 

to the board who will advance their CSR interests. Monks et al. (2004) is the only study in the 

review that examines the influences of crossover proposals as a form of shareholder activism.  

 

The literature review also identified a lack of studies into the subtopics of CSR, with only three 

papers examining environmental sub-themes and one on social subtopics. In one of the three 

aforementioned papers, Lee and Lounsbury (2011) find that environmental shareholder 
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proposals increase the internalisation rate of benzene22 in the following year. By employing 

iRatings,23 Vasi and King (2012) demonstrated a negative association between shareholder 

resolutions and environmental risk perception, indicating that shareholder activism can damage 

corporate reputation. Managers therefore want to address this threat to their reputation in order 

to ensure a firm’s competitiveness and long-term survival. Consequently, shareholder activism 

on environmental issues may receive significant managerial attention and response, particularly 

when activists have high status and a good reputation (Perrault & Clark, 2016). While these 

papers indicate that shareholder activism also affects subtopics of CSR, the current depth and 

quantity of available analysis is limited.  

 

Furthermore, contrary to the diverse measures used in studying CG and FP, most papers 

examining CSR impacts (three papers) employ KLD data. MSCI KLD 400 Social Index rates 

companies according to their performance score in social, environmental and governance 

sectors. Generally, the KLD score is calculated by formula 𝐾𝐿𝐷𝑖= Σ𝜌jmj(𝑦𝑗𝑖−𝑥𝑖𝑗). 𝑥𝑗𝑖 and 𝑦𝑗𝑖 

represent the number of strengths and concerns in a category j of CSP in the company i, whereas 

𝜌𝑗 represents the weight of a particular category. mj represents the number of categories of CSP. 

The number of strengths and concerns in particular categories are scored by MSCI. Two papers 

use environmental rating scores (namely iRatings), or code managerial responsiveness, to 

measure environmental influences of shareholder activism (Lee & Lounsbury, 2011; Vasi & 

King, 2012). Therefore, the results indicate that CSR measures are rather consistent and mostly 

derive from KLD data. 

 

 
22 A ratio calculated as the amount of benzene internalised to the total waste generated. 
23 A measure of perceived environmental hazards that could potentially affect a firm’s financial health. 
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The analysis also identified that many papers investigating impacts of shareholder activism on 

CSR use qualitative methods rather than quantitative methods. With their interpretive nature, 

these papers demonstrate why and how shareholder activism can affect CSR either negatively 

or positively. While most of the papers reviewed argue that shareholder activism improves 

CSR, the underdeveloped shareholder democracy in different countries and profit-seeking 

objective in local firms can limit such improvements. For instance, Amao and Amaeshi (2008) 

propose that in Nigeria, the restriction of shareholders’ democracy due to dispersed ownership 

and the poor participation rate in shareholder meeting hinders the consideration of CSR-related 

shareholder requests by the management. Sullivan and Mackenzie (2008) allege that 

management will pursue CSR only if it is consistent with financial interests of shareholders. 

Similarly, Spar and La Mure (2003) assert that the different levels of responsiveness regarding 

CSR activism in different industries are due to the costs of undertaking CSR activities. 

Specifically, the heavy costs of switching to a clean method of production may deter companies 

in natural resource-related industries from meeting the shareholders’ CSR demands (Spar & 

La Mure, 2003). In contrast, the switching costs for lighter industries such as footwear would 

not be as high, making it relatively easy to make production processes more environmental 

friendly. In summary, prior papers depend on more qualitative factors such as location and type 

of industry. That is, the effectiveness of activism is limited if the international environment is 

not conducive to shareholders or if it is too costly for firms to cater to the shareholders’ needs. 

 

 

2.3.3.4 Summary 

In summary, the analysis of impacts on CG above shows that shareholder activism could 

discipline managerial behaviour by: (i) increasing the frequency of CEO turnover; and (ii) 

changing managerial compensation level. The analysis of impacts on FP above shows that 

shareholder activism could: (i) create positive abnormal returns in the short term; and (ii) harm 



77 

 

firm value in the long term. The analysis of impacts on CG and FP shows that while shareholder 

activism could lead to value reduction due to increased CEO turnover, institutional shareholder 

activism could mitigate the problem of earnings management. Therefore, these results 

generally indicate that shareholder activism could discipline managerial behaviour thus 

improving CG, and shareholder activism has undetermined impacts on FP. 

 

In addition, regarding CSR, the analysis shows that shareholder activism has both positive and 

negative influences on CSR activities and practices and its subtopics. However, compared with 

the influence of shareholder activism on FP or CG issues, empirical evidence on CSR is 

relatively scarce.  

 

2.3.4 Types of shareholder activists and forms of shareholder activism 

2.3.4.1 Types of shareholder activists 

This section investigates the different types of shareholder activists, their forms of activism 

and evaluates the varying degrees of their impact. Typically, current research finds that the 

major shareholder activists are institutional shareholders or ‘blockholders’, minority or small 

shareholders and coordinated shareholders. The predominant types of activism include 

shareholder filings and contest activities such as campaign and dialogue with managers. 

 

Institutional shareholders 

 

The different types of shareholder activists and activism influence the outcomes of shareholder 

activism because they add varying degrees of pressure to management in enforcing what they 

request (Ertimur et al., 2010). For instance, Ertimur et al. (2010) document that shareholder 

proposals from large shareholders such as institutional shareholders are more likely to be 

successful, as these proposals exert significant pressure on the manager. This is because firms 
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treat these shareholders as crucial sponsors and sources of capital resources, and are thus likely 

to seriously consider their requests. 

 

 

Fifty-one of the papers analysed discuss the influences of institutional shareholder activism on 

FP or CG, whereas only three of the papers examine the relationship between institutional 

shareholder activism and CSR issues. The most typical institutional shareholder activists are 

hedge funds and pension funds. Most papers on hedge fund activism show a positive 

relationship between hedge fund activism and improvements in FP (Bessler, Drobetz, & Holler, 

2015; Boyson & Mooradian, 2011) and CG (Brav et al., 2008; Greenwood & Schor, 2009), 

whereas another two papers show a negative association (Aslan & Kumar, 2016; Cohn, Gillan, 

& Hartzell, 2016). Specifically, most of the studies analysed as part of the literature review 

conducted for this thesis indicate positive market return in the short-term and significant long-

term enhancement of CG or operating performance, confirming a strong disciplinary effect and 

the value creation ability of hedge funds. This is attributed to the less stringent regulations 

allowing hedge funds to hold a large stake in firms and incentivise fund managers by linking 

fund performance to managerial pay. Papers that examine how pension funds solicit corporate 

reaction also note mixed findings (Del Guercio et al., 2008; Marler & Faugère, 2010). Del 

Guercio et al. (2008) find positive influences from pension fund activism on operating 

performance. However, Marler and Faugère (2010) propose that pension funds are subject to 

heavier regulation, and therefore pension fund activism is more costly when compared to hedge 

fund activism. Due to this increased cost, pension fund activists are likely to implement 

incentive payments to replace or complement their expensive monitoring. Similar to hedge 

funds, though establishing performance-based compensation structures within firms, pension 

funds also promote CG and FP (Marler & Faugère, 2010).  
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Prior studies also report how specific institutional activists influence CSR practices. Monks et 

al. (2004) stress that the institutional shareholders can drive managerial practice towards more 

social and environmental directions. For instance, pension fund and mutual fund activism can 

influence social policies (Rojas et al., 2009; Uysal, 2014). However, hedge fund activism 

generally relates to short-term value creation only (Liang, 1999). Uysal (2014) identifies 

positive influences from pension fund activism on proactive environmental policies, hence 

indicating that pension fund activism could monitor CSR activities effectively. While Rojas et 

al. (2009) suggest there is limited influence from social proposals on firm performance, they 

identify the crucial role played by pension funds and mutual funds in facilitating positive social 

policy changes. Mutual funds and pension funds, though filing a very limited number of 

proposals, achieve a high success rate in enforcing new policies consistent with their claims 

(Rojas et al., 2009).  

 

The papers reviewed generally assert that hedge fund activism targets firm value, whereas 

pension fund and mutual fund activism aim at effecting both CG and CSR issues. This 

phenomenon can be explained by the specific characteristics of different kinds of funds. Firstly, 

pension funds, as a source of providing retirement income, are primarily concerned with the 

long-term interests of investors (Amadeo, 2017), whereas hedge funds with relatively flexible 

investment strategies, focus on extracting excess return in the short-term (Liang, 1999). 

Secondly, compared with mutual funds and pension funds, hedge funds link managerial pay to 

performance, which motivates the manager to focus on creating short-term value (Liang, 1999). 

Despite the importance of CSR to long-term corporate value, it usually takes a considerable 

amount of time before improved corporate social performance (CSP) and attached value 

materialise, since implementing relevant policies is time-consuming. It is notable that pension 

funds, mutual funds and other institutions signed the United Nation Principles for Responsible 
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Investment in 2007, which both indicates and increases their awareness of CSR (Rojas et al., 

2009). Given this increased awareness, it is deemed that these institutional activists would 

possess a strong interest in social and environmental resolutions to promote better CSP. These 

groups also monitor CG and facilitate CG reforms. For instance, they often introduce proposals 

which seek to replace CEOs with unsatisfactory performance and/or influence their pay. 

Improved CG structure and more responsible managers lead to improvements in CSP (Monks 

et al., 2004).  

 

In addition to studying the specific types of institutional activists, researchers also study how 

overall institutional shareholder activism affects firm performance. Most studies demonstrate 

the success of institutional shareholder activism in driving improved CG (Bauer et al., 2015; 

Caton, Goh, & Donaldson, 2001; Cuñat, Gine, & Guadalupe, 2012). Gillan and Starks (2000) 

specifically compare the ability to gain support between institutional shareholders and 

individual shareholders. Their evidence indicates that institutional shareholder activism is more 

successful at obtaining support than individual shareholder activism. Similarly, by 

investigating improvements in CSP, Neubaum and Zahra (2006) conclude that there is more 

effective monitoring undertaken by institutional shareholder activists than by individual 

shareholder activists, as institutional shareholders (who generally have more accessible 

resources) are more successful at ensuring their proposals are considered by the management. 

Overall, the above findings imply a critical function of institutional shareholder activists 

(regardless of type) in promoting firm performance. While aggressive shareholder activism 

such as hedge fund activism is found to be effective in soliciting a response from management, 

institutional shareholder activism by pension funds and mutual funds can also offer value and 

advance corporate practices, particularly with regard to improving CSR practices and CSP.  
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Coordinated shareholders 

 

Eight papers analyse the implications of coordinated shareholder activism relates to firm 

performance. Four of the eight papers specifically examine impacts of coordinated shareholder 

activism on FP or CG. Only two papers out of the eight papers investigate the relationship 

between coordinated shareholder activism and general CSR issues (David et al. 2007; 

Neubaum & Zahra, 2006). Most of the aforementioned papers relate to firm performance 

examine both coordinated shareholder activism and institutional activism, such as Gillan and 

Starks (2000), Neubaum and Zahra (2006) and Prevost and Rao (2000). 

 

Although the number of papers on coordinated shareholder activism is limited, they do identify 

the different types of coordination and analyse why their influence varies according to type. 

Gillan and Starks (2000) and Prevost and Rao (2000) consider coordinated shareholder 

activism to be when shareholder groups unify their behaviour and target particular firms at the 

same time, yet González and Calluzzo (2016) define coordinated shareholder activism as when 

one shareholder group follows another shareholder group to target the same company in a 

subsequent period. In terms of value creation, Prevost and Rao (2000) find negative abnormal 

returns after activism by public funds coalitions. In general, the reviewed papers indicate that 

coordinated shareholder activism, if targeting firms simultaneously, is anticipated as bad news 

by the market due to the negative abnormal returns created, thus resulting in further scrutiny 

and increased public pressure on firms.  

 

 

Research investigating the presence of either a positive or uncertain relationship between 

shareholder activism and CSR indicates that coordinated shareholder activism does increase 

shareholder salience with regard to CSR activities (David et al., 2007; Neubaum & Zahra, 
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2006; Perrault & Clark;2016). All the above articles address the important role played by 

salient shareholders in altering undesired CSP. Neubaum and Zahra (2006) demonstrate that 

institutional or coordinated long-term shareholders can improve CSP due to their salience. 

Perrault and Clark (2016) similarly conclude that shareholder groups affiliated with other 

institutions are more likely to receive managerial responses regarding environmental issues. 

The arguments are consistent with Neubaum and Zahra (2006), who assert that coordinated 

shareholders can access more financial resources which ease the financial burden of activism, 

therefore allowing them to repeatedly undertake forms of activism. Due to a fear of activism 

or repeated activism firms usually have to consider the claims of coordinated shareholders, thus 

ensuring a more likely implementation of their proposals. David et al. (2007) report that only 

when shareholders affiliate with groups that make them salient will they receive positive 

managerial responses regarding their CSR proposals, otherwise, their proposals would 

deteriorate CSP. Analogous to the papers on institutional activism that find a positive 

association, these papers also highlight that the enhanced salience due to the coordination of 

shareholders can force firms to consider their claims.  

  

As noted above, all papers included in the analysis conducted for this chapter report a positive 

relationship between coordinated shareholder activism and CSR issues, whereas coordinated 

shareholder activism does not necessarily aid CG or FP. The different findings on CSR, CG 

and FP indicate the need to evaluate the social, environmental and governance areas affected 

by activism separately when examining the influence of shareholder activism. 

 

2.3.4.2 Forms of shareholder activism 

 

Twenty-four of the papers reviewed for this chapter use data based on shareholder proposals 

when investigating shareholder activism. Shareholder proposals are publicly accessible 
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documents in the DEF 14A Form in the United States. After annual general meetings, the DEF 

14A Form is made available to the public. Investors can therefore read shareholder proposals 

and obtain the updated corporate policies before making decisions of investments. The other 

main forms of shareholder activism include filing a SEC Schedule 13D and/or 13F. These 

forms are popular among institutional shareholders such as hedge funds. The analysis 

demonstrates that papers studying influence on CSR usually use shareholder proposals (eight 

out of nineteen studies), whereas studies on FP or CG usually use Schedule 13D or 13F filings 

(thirty-two out of seventy-nine studies). Research which relies on analysis of shareholder 

proposals usually covers a variety of themes including CSR, CG and FP and includes various 

types of activist. In contrast, research which relies on analysis of Schedule 13D and 13F filings 

mainly focuses on how hedge fund and institutional shareholders affect FP but not CSR.  

 

2.3.4.3 Summary 

 

In summary, the papers and articles reviewed demonstrate a variety in the types of shareholder 

activists and the forms of activism. Different types of activists seem to have varying influences 

on CG, CSR and FP. There are also clear variations in the choice of preferred forms of activism 

used by shareholders depending on their profile. This variation indicates the need to address 

the types of activists and the forms of activism when evaluating their influences. 

 

2.3.5 Spillover effects (peer effects) of shareholder activism 

None of the papers reviewed provide a definition of ‘spillover effects’ of shareholder activism 

(also referred to as ‘peer effects’), though this concept has been widely applied in social science 

research (Lazear, 2001; Lundborg, 2006). This lack of definition is likely because the concept 

of ‘spillover effects’ has been introduced into business research very recently, and it is typically 
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used in other research areas such as marketing (Roehm & Tybout, 2006), economics (Ahern, 

Duchin, & Shumway, 2013) and CSR policies (Lin & Chih, 2016; Liu & Wu, 2016; Seo, 2016). 

In Roehm and Tybout (2006), spillover effects refer to “negative information on one product 

influences sales of other products within the same brand family” (p. 366). The other papers 

indicate proactive policy changes in peer firms or market reaction after policy changes in peer 

firms (firms operating in the same sector or industry as the targeted firms by shareholder 

activism). Given the significant impact of shareholder activism on a firm’s behaviour found in 

prior literature as reviewed, it is important to examine whether the presence of ‘spillover 

effects’24 actively make other firms change their behaviours—even when not directly targeted. 

 

Despite the extensive examination of shareholder activism outlined in the previous sections, 

current research into the spillover effects of shareholder activism is relatively limited, with only 

six papers examining the topic from the selected sample. All the papers published or written 

between 2008 and 2017 reflect the presence of spillover effects (four published, two 

unpublished), thus suggesting this is an emerging research field. Most papers discuss spillover 

effects on CG or FP and only briefly mention the impact on CSR issues. Three papers reviewed 

focus on institutional activism, whereas none of them analyse spillover effects caused by 

coordinated shareholder activism. Two papers, by Bourveau and Schoenfeld (2017) and Ferri 

and Sandino (2009), evaluate the spillover effects caused by all types of shareholder activists. 

It is notable that most studies investigating spillover effects utilise shareholder filings for their 

sample, namely 13D filings and Rule 14a-8 shareholder proposals. Bourveau and Schoenfeld 

(2017), Gantchev et al. (2017) and Aslan and Kumar (2016) base their research on 13D filings. 

Bourveau and Schoenfeld (2017), Gantchev et al. (2017) focus on hedge fund activists and 

 
24 Based on these articles and papers above, spillover effects are defined as the impacts of shareholder activism 

on CSP, CSR disclosure and financial performance in peer firms. 
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Aslan and Kumar (2016) on all types of shareholder activists. Investors who obtain more than 

5% voting shares in public companies could use 13D filings to express their intention to 

influence management and operations through their beneficial ownership (Gantchev et al., 

2017). Bourveau and Schoenfeld (2017) expanded their study to include data from other 

sources, such as exempt solicitations, proxy fights, press releases and public disclosure. Only 

two of the papers reviewed examine spillover effects from shareholder proposals, which are 

another type of shareholder filing, based on Rule 14-8 from the Security Exchange Commission 

(Ferri & Sandino, 2009; Grewal, Serafeim, & Yoon, 2016). Del Guercio et al. (2008) examine 

‘just vote no’ campaigns, collecting data based on the announcement of activism events in a 

variety of databases and reports. Overall, the papers reviewed suggest a concentration of 

research interest on institutional shareholder activism and activism events from 13D fillings 

(over alternative mechanisms such as Rule 14-8 shareholder proposals or database).  

 

This chapter has identified a link between the themes and types of shareholder activism within 

the scope of spillover effects studies. Only one paper reviewed (Ferri & Sandino, 2009) 

investigates (Rule 14-8) shareholder proposals, and links them to the adaptation of employee 

stock options expensing (ESO), a CG issue. It is clear therefore, that prior research into the 

spillover effects of shareholder proposals in the area of CG is limited. In contrast, all the papers 

analysing activism events from 13D filings focus on spillover effects on FP. Specifically, Aslan 

and Kumar (2016) and Gantchev et al. (2017) investigate hedge fund activists’ 13D filings and 

find that hedge fund activism relates to improved operating performance, productivity and 

positive abnormal returns, while Bourveau and Schoenfeld (2017), using both 13D filings and 

other sources, document an increase in the forecast of earnings and sales in peer firms. These 

three papers indicate the crucial role played by 13D fillings in advancing better FP and returns 

in peer firms.  
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The current body of literature in this area also identifies different types of spillover effects. The 

most popular is the ‘threatening effect’ (Bourveau & Schoenfeld, 2017; Del Guercio et al., 

2008; Ferri & Sandino, 2009; Gantchev et al., 2017), which is followed by ‘product 

competition effect’ (Aslan & Kumar, 2016). The ‘threatening effect’ means that firms change 

policies or strategies proactively due to the pressure of being targeted by shareholder activism 

in the future. The ‘threatening effect’ focuses on the direct impact from shareholder activism 

on the overall policies, practices and performance of peer firms (Gantchev et al., 2017). The 

threatening effect is not induced by corporate characteristics such  as firm value,  firm size, 

leverage and profitability but caused purely by activism (Gantchev et al., 2017). Product 

competition effect means that firms change policies or strategies proactively so that they will 

not fall behind their peers. Product competition effect assesses the level of quantifiable 

spillover effects based on the characteristics of rival firms and their industries (Aslan & Kumar, 

2016). Firms with financial constraints may not have sufficient funds to proactively respond to 

activism, thus making spillover effects less apparent (Aslan & Kumar, 2016). If firms can 

readily decrease their prices, cost mark-ups and market shares, the spillover effects are more 

obvious, as these firms are able to improve their productivity more significantly (Aslan & 

Kumar, 2016).  

 

Based on the conclusions of the three aforementioned papers, it is argued that large shareholder 

activism can influence corporate changes more easily, compared with small shareholder 

activism. The limited evidence of spillover effects of shareholder activism suggests that 

shareholder activism has broad influences on firms, as it affects public opinions and the 

behaviour of non-targeted firms. There is also evidence indicating that there are different types 

of spillover effects, namely the “threatening effect” and the “product competition effect”. 
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While no evidence suggests it directly, the evidence provided by prior literature implies that 

the types of activists may affect the level of spillover effects.  

 

2.4 RESULTS FROM THE META-ANALYSIS OF LITERATURE AND THE 

DESCRIPTIVE STATISTICS OF DATA 

In this section, the results of meta-analysis of the reviewed literature are presented. This Section 

2.4 also provides the descriptive statistics of more recent data reflecting shareholder activism, 

collected by the author. This combination of analysis aims to provide an updated insight into 

the patterns and trends of shareholder activism, to compare with the trends documented in prior 

studies (which mostly use data dated before 2011).  

 

The descriptive statistics enable us to identity potential gaps and future directions for research. 

Table 2.5 presents the papers included in the meta-analysis, including effect size and sampling 

variance25. 

 
25 It converts effect size into Fisher’s Z and Sampling Variance in R software. 
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Table 2.4 Meta-analysis literature 

Authors Year Journal Types of  

activism 

Measures  t 

value 

p 

value 

z 

stat. 

Effect 

Size 

Obs. Perfor-

mance 

Loca 

-tion 

Fisher's 

 Zscore 

SV26 

Ameer  

et al. 

2009 Asian 

Academy of 

Management 

Journal of 

Accounting 

and Finance 

Shareholder 

activism 

events 

Profit 

-ability 

(EBITDA)   

2.142 
  

0.142 224 FP Malaysia 0.143 0.0045 

Aslan & 

Kumar 

2016 Journal of 

Financial 

Economics 

Shareholder 

filings 

(13D) 

 

ROA 

-2.060 
  

-0.009 50,409 FP US -0.009 0.0000 

Azizan & 

Ameer 

2012 Managerial 

Auditing 

Journal 

Shareholder 

activism 

events 

CAR 2.356 
  

0.184 160 FP Malaysia 0.186 0.0064 

Baloria  

et al. 

2017 NA Shareholder 

filings 

(shareholder 

proposals) 

CAR -2.450 
  

-0.299 68 FP US -0.309 0.0154 

Bebchuk  

et al. 

2015 NA Shareholder 

filings (13D) 

Tobin’s Q -2.950 
  

-0.008 129,902 FP US -0.008 0.0000 

Becht  

et al. 

2009 The Review 

of Financial 

Studies 

Shareholder 

activism  

events 

CAR 4.950 
  

0.677 30 FP UK 0.823 0.0370 

Bessler  

et al. 

2015 European 

Financial 

Management 

Shareholder 

activism  

events 

CAR 3.510 
  

0.226 231 FP Germany 0.230 0.0044 

Boyson  

et al. 

 

 

  

2017 Journal of 

Financial 

Economics 

Shareholder 

filings 

(13D) 

CAR -3.450 
  

-0.067 2,657 FP US -0.067 0.0004 

Boyson & 

Mooradian 

2011 Review of 

Derivatives 

Research 

Shareholder 

filings  

(13D) 

CAR 5.240 
  

0.249 418 FP US 0.254 0.0024 

 
26 Sampling variance 
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Authors Year Journal Types of  

activism 

Measures  t 

value 

p 

value 

z 

stat. 

Effect 

Size 

Obs. Perfor-

mance 

Loca 

-tion 

Fisher's 

 Zscore 

SV26 

Brav  

et al. 

2008 Financial 

Analysts 

Journal 

Shareholder 

filings  

(13D) 

CAR 2.030 
  

0.207 103 FP US 0.210 0.0100 

Brav  

et al. 

2008 The Journal 

of Finance 

Shareholder 

filings  

(13D) 

Profit 

-ability 

(EBITDA)   

3.630 
  

0.111 1,059 FP US 0.112 0.0009 

Caton  

et al. 

2001 Financial 

Analysts 

Journal 

Shareholder 

activism  

events 

CAR 
  

-2.890 -0.246 138 FP US -0.251 0.0074 

Cherkes  

et al. 

2014 Journal of 

Financial 

and  

Quantitative 

Analysis 

Exercising 

institutional 

shareholder 

ownership 

Return on 

capital 

4.370 
  

0.130 1,122 FP US 0.131 0.0009 

Cohn et al. 2016 The Journal 

of Finance 

Shareholder 

activism  

events 

CAR -2.030 
  

-0.083 612 FP US -0.083 0.0016 

Crespi & 

Renneboog 

2010 Corporate 

Governance:  

An 

International 

Review 

Exercising 

institutional 

shareholder 

ownership 

ROE -2.650 
  

-0.081 1,067 FP UK -0.082 0.0009 

Cunat et al. 2012 The Journal 

of Finance 

Shareholder 

filings 

(shareholder 

proposals) 

CAR 2.800 
  

0.026 11,884 FP US 0.026 0.0001 

Cunat et al. 2016 Review of 

Finance 

Shareholder 

filings 

(shareholder 

proposals) 

ROA 
  

2.770 0.200 192 FP US 0.203 0.0053 

English et al. 2004 Journal of 

Corporate 

Finance 

Shareholder 

filings 

(shareholder 

proposals) 

CAR 2.670 
  

0.321 63 FP US 0.333 0.0167 
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Authors Year Journal Types of  

activism 

Measures  t 

value 

p 

value 

z 

stat. 

Effect 

Size 

Obs. Perfor-

mance 

Loca 

-tion 

Fisher's 

 Zscore 

SV26 

Gillan & 

Starks 

2000 Journal of 

Financial 

Economics 

Shareholder 

filings 

(shareholder 

proposals) 

CAR 
 

0.029 
 

-0.055 1,553 FP US -0.056 0.0006 

Goodwin et 

al. 

2014 NA Shareholder 

filings  

(13D) 

Return on 

capital 

-2.570 
  

-0.169 227 FP US -0.170 0.0045 

Greenwood 

& Schor 

2009 Journal of 

Financial 

Economics 

Shareholder 

filings  

(13D) 

CAR 6.200 
  

0.194 980 FP US 0.197 0.0010 

Grewal et al. 2016 NA Shareholder 

filings 

(shareholder 

proposals) 

Tobin’s Q 2.030 
  

0.013 26,423 FP US 0.013 0.0000 

Hilary & 

Oshika 

2006 Japanese 

Journal of 

Management 

Accounting 

Shareholder 

activism  

events 

ROA 
  

3.340 0.034 9,420 FP Japan 0.034 0.0001 

Klein & Zur 2009 The Journal 

of Finance 

Shareholder 

filings 

(13D) 

CAR 1.970 
  

0.169 134 FP US 0.171 0.0076 

Klein & Zur 2011 The Review 

of Financial 

Studies 

Shareholder 

filings 

(13D) 

CAR -4.670 
  

-0.320 193 FP US -0.332 0.0053 

Krishnan et 

al. 

2015 NA Shareholder 

filings 

(13D) 

CAR 3.050 
  

0.386 54 FP US 0.408 0.0196 

Prevost et al. 2012 The 

Financial 

Review 

Shareholder 

filings 

(shareholder 

proposals) 

CAR 
  

2.550 0.263 94 FP US 0.269 0.0110 

Ryan 2006 NA Shareholder 

filings  

(13D) 

CAR 7.550 
  

0.681 75 FP US 0.831 0.0139 

Uchida & 

Xu 

2008 NA Exercising 

institutional 

CAR 1.940 
  

0.245 67 FP Japan 0.250 0.0156 
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Authors Year Journal Types of  

activism 

Measures  t 

value 

p 

value 

z 

stat. 

Effect 

Size 

Obs. Perfor-

mance 

Loca 

-tion 

Fisher's 

 Zscore 

SV26 

shareholder 

ownership 

Vasi & King 2012 American 

Sociological 

Review  

Shareholder 

filings 

(shareholder 

proposals) 

Tobin’s Q 
   

-0.021 2442 FP US -0.021 0.0004 

Woidtke 2002 Journal of 

Financial 

Economics 

Shareholder 

filings  

(13F) 

Tobin’s Q -2.400 
  

-0.126 371 FP US -0.126 0.0027 

Zhu 2013 NA Shareholder 

filings  

(13D) 

ROA 15.180 
  

0.062 59,221 FP US 0.062 0.0000 

Grewal et al. 2016 NA Shareholder 

proposals 

KLD 3.470 
  

0.021 26,423 CSR US 0.021 0.0000 

Lee & 

Lounsbury 

2011 Business & 

Society 

Shareholder 

proposals 

Benzene  

Internalisa 

-tion 

Rate (BIR) 

   
0.040 434 CSR US 0.040 0.0023 

Neubaum & 

Zahra 

2006 Journal of 

Management 

Shareholder 

activism  

events 

KLD 
   

0.160 357 CSR US 0.161 0.0028 

Vasi & King 2012 American 

Sociological 

Review  

Shareholder 

proposals 

Environmental 

risk score  

developed by 

iRatings (0-9.7) 

   
0.081 2,483 CSR US 0.081 0.0004 

David et al. 2007 Strategic 

Management 

Journal 

Shareholder 

proposals 

Coded 

responsiveness 

(1-challenge; 

2-oppose; 3-

settle) and KLD 

combined 

   
0.110 730 CSR US 0.110 0.0014 
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Authors Year Journal Types of  

activism 

Measures  t 

value 

p 

value 

z 

stat. 

Effect 

Size 

Obs. Perfor-

mance 

Loca 

-tion 

Fisher's 

 Zscore 

SV26 

Perrault & 

Clark  

2016 Organisation 

& 

Environment 

Shareholder 

proposals 

Coded 

responsiveness  

(‘withdrawals’ 

 represent high 

responsiveness, 

coded ‘2’, 

‘votes’ represent 

moderate 

responsiveness, 

coded ‘1’, and 

‘omissions’ 

represent low 

responsiveness, 

coded ‘0’) 

4.450 
  

0.217 417 CSR US 0.221 0.0024 

McDonnell, 

King, & 

Soule 

2015 American 

Sociological 

Review 

Shareholder 

proposals 

Dummy 

variables for 

adopting CSR 

report 

   
0.100 4,730 CSR US 0.100 0.0002 

Brav et al. 2008 The Journal 

of Finance 

Shareholder 

filings  

(13D) 

Director 

Turnover 

2.850 
  

0.087 1,059 CG US 0.088 0.0009 

DelGuercio 

et al. 

2008 Journal of 

Financial 

Economics 

Shareholder 

filings 

(proposals) 

Director 

Turnover 

 
0.030 

 
0.152 204 CG US 0.153 0.0050 

Ertimur et 

al. 

2010 Journal of 

Corporate 

Finance 

Shareholder 

filings 

(proposals) 

Director 

Turnover 

-2.590 
  

-0.042 3,919 CG US -0.042 0.0003 

Ertimur et 

al. 

2011 The Review 

of Financial 

Studies 

Shareholder 

filings 

(proposals) 

Director 

Compensation 

-2.240 
  

-0.050 2,043 CG US -0.050 0.0005 

Ferri & 

Sandino 

2009 The 

Accounting 

Review 

Shareholder 

filings 

(proposals) 

Director 

Compensation 

 
0.053 

 
-0.095 414 CG US -0.096 0.0024 

Marler & 

Faugere 

2010 Corporate 

Governance: 

An 

Shareholder 

filings  

(13F) 

Director 

Compensation 

 
0.010 

 
0.142 327 CG US 0.143 0.0031 
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Authors Year Journal Types of  

activism 

Measures  t 

value 

p 

value 

z 

stat. 

Effect 

Size 

Obs. Perfor-

mance 

Loca 

-tion 

Fisher's 

 Zscore 

SV26 

international 

review 

Prevost et al. 2012 The 

Financial 

Review 

Shareholder 

filings 

(proposals) 

The number of 

outside directors 

 
0.010 

 
0.097 710 CG US 0.097 0.0014 

Gow et al. 2014 NA Shareholder 

filings 

(13D) 

Director 

Turnover 

16.310 
  

0.036 20,7211 CG US 0.036 0.0000 

Guo et al. 2014 NA Shareholder 

filings 

(proposals) 

The number of 

 years until 

share 

-holders have 

ability to vote 

for the entire 

board of 

directors in the 

same election 

43.240 
  

0.904 424 CG US 1.495 0.0024 

Zeng et al. 2011 Asia-Pacific 

Journal of  

Financial 

Studies 

Shareholder 

filings* 

Compensation 

level of 

institutional 

shareholders 

-7.414 
  

-0.253 811 CG China -0.258 0.0012 

Iliev et al. 2015 The Review 

of Financial 

Studies 

Shareholder 

voting 

reported on 

corporate 

ballots 

Director 

Turnover 

 
0.010 

 
-0.020 15,880 CG US -0.020 0.0001 

Chowdhury 

& Wang 

2009 Journal of 

Management 

Shareholder 

filings 

(proxy-based 

activism) 

The ratio of 

contingent pay 

to the total pay 

for the CEO 

(contingent pay 

is designed for 

the long-term 

value 

appreciation of 

the company) 

   
0.160 522 CG Canada 0.161 0.0019 
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Authors Year Journal Types of  

activism 

Measures  t 

value 

p 

value 

z 

stat. 

Effect 

Size 

Obs. Perfor-

mance 

Loca 

-tion 

Fisher's 

 Zscore 

SV26 

Brav et al. 2013 NA Shareholder 

filings (13D) 

Director 

Turnover 

2.220 
  

0.013 29,986 CG US 0.013 0.0000 

Almazan et 

al. 

2005 Financial 

Management 

Shareholder 

filings (13F) 

Director 

Compensation 

-3.370 
  

-0.043 6,258 CG US -0.043 0.0002 

Zhu 2013 NA Shareholder 

filings (13D) 

Director 

Turnover 

-4.330 
  

-0.032 18,596 CG US -0.032 0.0001 

Bauer et al. 2015 Corporate 

Governance: 

An 

international 

review 

Shareholder 

filings 

(proposals) 

Director 

Compensation 

 
0.039 

 
0.135 234 CG US 0.136 0.0043 
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Figure 2.3 presents the sample selection process utilised in the meta-analysis. The original 

sample included ninety-three papers which utilised both quantitative and qualitative methods. 

This thesis utilised only those papers with a quantitative methodology (seventy-seven papers) 

and those with a coefficients of correlation (r), t-value, p-value and z-statistics (fifty-five 

papers). Among the refined sample, only papers with commonly used measurements for (i) FP, 

namely ROA, cumulative abnormal returns (CAR), profitability (EBITDA), return on capital, 

ROE and Tobin’s Q (thirty-two papers); (ii) CSR, namely KLD, environmental ratings or 

scores, and coded responsiveness from management (seven papers); and (iii) CG, namely 

compensation of directors and director turnover (sixteen papers) were selected. 

 

Figure 2.3 Sample selection process 

 

 

 

 

 

 

 

 

 

 

 

 

N=92 papers from Google Scholar 

between 2000 and 2017 

N=77 papers using quantitative 

research method 

N=55 papers with significant 

coefficients of correlation, t-value, p-

value, z-statistics or with coefficients 

and standard error 

N= 32, FP 

N=7, CSR 

N=16, CG 
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Figure 2.4 presents the forest plot demonstrating the relationship between shareholder activism 

and (1) FP;27 (2) CSR;28 and (3) CG.29 If the diamond (the combined effect size) is on the right 

(left) of the vertical line, it indicates a significant positive (negative) relationship between 

shareholder activism and performance (i.e. all numbers in the confidence interval are larger 

(smaller) than zero). If it crosses the vertical line, it shows that the relationship is not significant 

(i.e. the confidence interval contains zero).  

 

The diamond in Section A on the right of the vertical line indicating shareholder activism 

positively relates to FP and CSR. It is notable in Figure 2.4, that the diamond crosses the 

vertical line, which means that shareholder activism does not have significant influence on CG, 

namely director turnover and director compensation. These results support the theory that 

shareholder activism positively relates to both FP and CSR. The plot also presents the 

combined confidence interval and effect size at (0.09 [0.01,0.16] for FP at the bottom; 0.1 

[0.05,0.14] for CSR; and 0.11 [-0.08,0.29] for CG). 

 

 

 
27 It includes mainstream measures of financial performance such as EBITDA, ROA, cumulative abnormal 

return (CAR), Tobin’s Q, return on capital and ROE, because the number of papers using other measures is 

small, thus is not suitable for meta-analysis. 
28 It uses KLD, Benzene Internalisation Rate, Environmental risk score and coded responsiveness from the 

management as measures. 
29 It includes ‘director turnover’ and ‘director compensation’ as the two measures used by many papers, whereas 

other measures are rarely used. 
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Figure 2.4 Forest plot of meta-analysis  

A. FP 
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B. CSR 

  
 

 

  



99 

 

C. CG 
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Table 2.6 presents the results of meta-analysis, including the main effects in Panel A, meta-

regression on locations (dummy variable Codedloc, ‘1’ for the United States and ‘0’ for other 

countries), types of activists (dummy variable Codedins, ‘1’ for institutional shareholders and 

‘0’ for others) and forms of activism (dummy variables, ‘1’ for shareholder proposals and ‘0’ 

for other forms of shareholder activism such as 13D/13F filings and shareholder activism 

events) in Panel B and subgroup analysis in Panel C on FP and CG.30 

 

The meta-analysis conducted for this thesis also includes a subgroup analysis, dividing studies 

according to types of shareholder activists (institutional or non-institutional), forms of 

shareholder activism (shareholder proposal or non-proposal activism) and locations (in the US 

or outside the US).   

 

In this chapter’s results, I² is used as an indicator for heterogeneity. While Q is also valid in 

testing heterogeneity, it gives a more accurate indicator when the number of studies included 

is larger than for this study. The current research available for this thesis includes only a small 

number of studies (fewer than 50 studies for each group), therefore this thesis utilises I² rather 

than Q to test for heterogeneity.  

 

 

 

 

 

 

 
Subgroup analysis on CSR impact is not conducted, as there are few papers under this topic, thus it is hard to 

categorise these studies into subgroups. 
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Table 2.5 Results of meta-analysis 

Panel A: Main Effect FP CSR CG 

Combined effect [Confidence interval] 0.09 [0.01,0.16] 
0.09 

[0.05,0.14] 

0.11 

[-0.08,0.20] 

Q (Test for heterogeneity) 533.7604 52.7757 1187.1175 

I² (total heterogeneity /total variability) 0.9969 0.8777 0.9992 

Obs. 32 7 16 

Panel B: Meta Regression  

Moderating Variable: Codedins    

Codedins 
0.0466 (p-value  

=0.6527) 
 0.1386 (p-value=0.4921) 

Obs. 32  16 

Moderating Variable: Codedloc    

Codedloc 
-0.1220 (p-value  

=0.2096) 
  

Obs. 32   

Moderating Variable: Codedtype    

Codedtype 
-0.0462 (p-value 

 = 0.6190) 
  

Obs. 32   

Panel C: Subgroup Analysis 

Types of shareholders 

Institutional 

Combined effect [Confidence interval] 0.1 [ 0.01, 0.19]  0.16 [−0.14, 0.46] 

Q  (Test for heterogeneity) 504.3691  1068.7585 

I² (total heterogeneity /total variability) 99.71%  99.93% 

Obs. 26  10 

Non-institutional 

Combined effect [Confidence interval] 0.05 [−0.10, 0.20]  0.01 [−0.06, 0.09] 

Q (Test for heterogeneity) 28.1053  50.8670 

I² (total heterogeneity /total variability) 99.08%  94.87% 

Obs. 6  6 

Forms of shareholder activism 

Shareholder proposals 

Combined effect [Confidence interval] 0.05 [−0.06, 0.16]  0.23 [−0.13, 0.59] 

Q (Test for heterogeneity) 37.6472  950.9347 

I² (total heterogeneity /total variability) 98.59%  99.57% 

Obs. 8  8 

Non-proposal activism 

Combined effect [Confidence interval] 0.10 [ 0.0034, 0.20]  −0.01 [−0.09, 0.07] 

Q (Test for heterogeneity) 495.9368  222.6545 

I² (total heterogeneity /total variability) 99.75%  99.51% 

Obs. 24  8 

Location 

US 

Combined effect [Confidence interval] 0.06 [−0.03, 0.15]  0.13 [−0.08, 0.34] 
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Q (Test for heterogeneity) 478.3149  1112.7420 

I² (total heterogeneity /total variability) 99.75%  99.94% 

Obs. 25  14 

Other areas 

Combined effect [Confidence interval] 0.18 [ 0.02, 0.34]  −0.05 [−0.46, 0.36] 

Q (Test for heterogeneity) 49.0121  55.6115 

I² (total heterogeneity /total variability) 95.56%  98.20% 

Obs. 7  2 

 

The results in Panel A of Table 2.6 show a very high heterogeneity among studies and subgroup 

samples (I2 is larger than 60%). The high heterogeneity indicates that studies on the outcome 

of shareholder activism are diverse. The meta-regression (Panel B) shows that neither forms of 

shareholder activism nor location moderate the relationship between shareholder activism and 

FP. It also shows that institutional shareholder activists could moderate the relationship 

between shareholder activism and FP. Further, institutional shareholders are not found to 

moderate the relationship between shareholder activism and CG.31 However, the subgroup 

analysis (Panel C) indicates that studies using samples of institutional, non-proposal activism 

and location outside the US show a significant relationship between shareholder activism and 

FP.  

 

2.5 DISCUSSION OF GAPS AND OPPORTUNITIES FOR FUTURE RESEARCH 

Through the methods above, including (i) content analysis of reviewed papers and (ii) meta-

analysis of quantitative studies, gaps in current research have become apparent and present 

clear opportunities for future research. The following discussion is based on five main areas: 

(i) time and locations of shareholder activism; (ii) theories applied; (iii) the impact from 

 
31  Meta regression on CSR cannot be conducted as the sample size is too small (n<10). For governance 

performance, it only tests the moderating effect from institutional shareholders, as only two papers describe 

countries outside the US and some types of shareholder activism are only discussed by one paper. 
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shareholder activism on FP, CG and CSR fields; (iv) types of shareholder activists or activism; 

and (v) spillover effects of shareholder activism. 

 

Firstly, the analysis of locations suggests that the US is the most popular natural setting to be 

examined. It is probably because of the data availability. Shareholder proposals as one example 

of shareholder activism are publicly available from SEC website. In addition, database called 

Institutional Shareholder Services also provide data on shareholder proposals in the US from 

1997 to 2014. However, there are few databases on shareholder activism in other countries 

which are widely known or used. Therefore, studying shareholder activism in the US shows 

advantages over other locations in terms of data availability. Regarding the time period, most 

of the studies do not analyse the most recent trend of shareholder activism because most of 

them using samples before 2011. Nevertheless, due to the changes of technology and 

regulations which facilitates communications of shareholders (Morris, 2008), it is more 

plausible to include the most recent data thereby understanding the true influences of 

shareholder activism on firm policies, strategies and performance. This point could be a 

research gap to fill in. 

 

Secondly, theories applied in articles and research include agency theory, stakeholder theory, 

stakeholder salience theory focusing on the status of shareholders and stakeholders. These 

theories do not draw much attention on firm responses which, however, are what shareholder 

activists attempt to receive. In other word, firm responses are the core of shareholder activism, 

as it is the means through which shareholder activists could achieve their goals. To study the 

corporate responses, institutional theory focusing on how institutional environment drives 

individual actions thereby leading to different corporate responses (Dacin, Goodstein, & Scott, 

2002) and resources dependency theory focusing on how external resources result in different 
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corporate reactions (Bevir, 2007) could be used to interpret the different corporate responses 

after shareholder activism. 

 

Thirdly, it is clear that significant research attention has been given to FP and CG but not to 

CSR. The reviewed papers in these two fields were published after 2003, indicating they are 

emerging yet still under-developed topics of research. CSR-focused shareholder activism, 

however, has become an increasingly important issue and has garnered considerable movement 

among global shareholders (Thomas & Cotter, 2007). Further investigation into this 

phenomenon would contribute to the advancement of activism effectiveness and desirable CG. 

Statistically, the significant combined effect size on CSR from meta-analysis also indicates the 

need to examine the influence of shareholder activism on CSR. In addition, the research 

exploring the impact from shareholder activism on CSR rarely compares influences among 

subdimensions of CSR. The lack of studies on subdimensions of CSR prevents an 

understanding of the true impact of activism on CSR activities, and this gap needs to be filled 

in the future.  

 

The results from the narrative review of literature and meta-analysis conducted clearly show 

the need to distinguish the different types of activism and activists when considering the 

influences and impacts of shareholder activism. Shareholder activism is diverse in its forms, 

activists and themes. The forms of shareholder activism can include shareholder letters, 

dialogue with the manager, questions raised in shareholder meetings, say-on-pay votes, ‘vote 

no’ campaigns, hedge fund activism and shareholder proposals (Cloyd, 2015; Sjostrom, 2008). 

The different forms of shareholder activism can directly affect the reactions from firms and 

shareholder activists. For instance, Cloyd (2015) argues that shareholder proposals and say-on-

pay votes are less aggressive than other forms of activism, and, as such, their effectiveness in 
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altering corporate practice may be limited. If shareholders are not satisfied with changes in 

corporate practice, they will start a more aggressive form of activism (Cloyd, 2015). The more 

aggressive forms of shareholder activism increase the salience of shareholders’ requests, hence 

forcing firms to cater to their needs (Goranova & Ryan, 2014). Examining the disciplinary 

effectiveness of mixed forms of shareholder activism on firm performance, however, might 

cause biased results, as influences of different shareholder activism forms can complement, 

conflict with or offset each other (Goranova & Ryan, 2014). A thorough examination of how 

each specific form of shareholder activism affects firm performance is more likely to produce 

nuanced and meaningful insights than one study combining different mechanisms.  

 

While many papers reviewed explore FP and CG, and some papers explore CSP, very few 

discuss the implications for both financial disclosure and CSR disclosure. Only two papers 

reviewed specifically focused on how shareholder activism influences earnings’ management, 

which is an indicator of financial disclosure quality (Sun et al.2013; Hadani et al., 2011). 

Michelon and Rodrigue (2015) and Dhir (2012) allude to the importance of shareholder 

proposals in CSR disclosure, but no empirical evidence is provided. Differentiating CSR 

disclosure from CSP and analysing the influence of shareholder activism on them separately is 

critical, as the level or quality of CSR disclosure might not be consistent with the level of CSP. 

Teoh and Shiu (1990) argue that changes in CSR disclosure occasionally reflect mere window 

dressing for reputation, rather than true improvements in CSR. Clarkson et al.(2008) and 

Clarkson et al. (2011) identify the inconsistency between CSP and CSR disclosure in their 

studies. Separating CSP and CSR disclosure would therefore help to diversify CSR measures 

in activism studies. Further, CSR measures often concentrate on KLD data, which can bias any 

understanding of impacts on CSR because there are areas which are not covered by KLD 

measures such as animal rights and rights of religious groups. A diversity of measures would 
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allow the interpretation and demonstration of the influence of shareholder activism in a much 

more comprehensive manner than what has hereto been undertaken.  

 

Research into the relationship between shareholder activism and other CG mechanisms is also 

underdeveloped. Amid the papers reviewed, only Cremers and Nair (2005) analyse the 

interaction between market control (as an external CG mechanism) and shareholder activism 

(as an internal governance mechanism). They find this interaction affects abnormal returns and 

profitability in the long-term, thus indicating a complementary effect between external and 

internal mechanisms. While this study highlights the importance of assessing the relationship 

between internal and external governance mechanisms, no study among those reviewed 

explicitly investigates the relationship and its impacts on CSR. It is notable that firms’ functions 

and managerial decisions in terms of CSR can hardly be independent from the interaction of 

multiple CG mechanisms. Prior research suggests the interaction between multiple CG 

mechanisms can produce complementary or substitution effects. Complementary effect means 

governance mechanisms can complement each other, and, as such, their interaction enhances 

monitoring of managerial behaviour and agency problems (Dalton et al., 2003). Agrawal and 

Knoeber (1996) find complementary effect among governance mechanisms and their 

advantage over single mechanism in aiding agency problems. Scholars also find substitution 

effects among governance mechanisms meaning that mechanisms can substitute each other 

(Dalton et al., 2003; John & Senbet, 1998; Rediker & Seth, 1995). Too many mechanisms 

reduce the effectiveness of managerial decision making (Dalton et al., 2003). The extant 

research by examining the relationship between shareholdings, board structures and firm 

performance find substitution effects among governance mechanisms (John & Senbet, 1998; 

Rediker & Seth, 1995). It is, however, unclear from the extant research about how these 
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complementary or substitution effects influence the impacts of shareholder activism on firms’ 

operations.  

 

Fourthly, another gap in research identified through the literature review conducted is the lack 

of insights into the specific impact of coordinated shareholder activism. It is due to too much 

focus on institutional shareholder activism based on stakeholder salience theory, whereas little 

focus on collective action theory which explains the effectiveness of coordinated shareholder 

activism. Only a limited number of studies relate coordinated shareholder activism to firm 

performance and thus the application of stakeholder salience theory is rare. Results of meta-

analysis show that institutional shareholder activism significantly relates to FP, thus indicating 

a need to investigate large shareholder activists. Due to the small number of published studies 

available, it is not currently possible to test how coordinated shareholder activism affects firm 

performance. The narrative review of literature also shows that most of the studies are limited 

to investigating how coordinated shareholder activism affects FP. The only study exploring 

CSR influences from coordinated shareholder activism was published by Neubaum and Zahra 

(2006). By addressing the expectation of diverse stakeholders, CSR determines corporate long-

term success (Neubaum & Zahra, 2006), whereas coordinated shareholder activism, supported 

by the majority of shareholders can foster CSR (Gillan & Starks, 2000). Currently, no study 

examines the differences between coordinated shareholders and institutional shareholders. 

Olson (2009) argues that conflicts of interest among coordinated shareholders hinder the 

effectiveness of their activism, especially when the coordination involves a significant number 

of shareholders. Analysing the influences of coordinated shareholder activism and institutional 

shareholder activism separately could shed light on whether the collective action problem 

exists among coordinated shareholders and whether this problem hinders salient shareholders 

such as institutional shareholders to receive firm responses. 
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Fifthly, the literature review conducted reveals that, while the literature on spillover effects is 

growing, no papers specifically examine spillover effects of coordinated or institutional 

shareholder activism. Such research could provide insights into externalities and large 

shareholder activism. Current research conjectures that the public exposure due to large 

shareholder activism may cause significant changes in peer firms because large shareholders 

can also use their large ownership to target these peer firms. Understanding the externalities 

caused by large shareholder activism offers insights into and potential guidance for shareholder 

behaviour and proactive strategies adopted by yet-to-be targeted firms. Theoretically, this 

research can also validate the externality of stakeholder salience.  

 

Overall, the gaps in research discussed in this section offer fruitful opportunities for further 

research. Foremost, the US could still be the first choice regarding the location of research due 

to data availability. In addition, the latest data should be employed to examine the true 

influences of shareholder activism on firm performance, disclosure and policy adopted. 

Secondly, future research should also make use of theories more robustly and consistently 

when developing a hypothesis and offering interpretations. Adopting alternative or multiple 

theories such as institutional theory and resource dependency theory in explaining shareholder 

activism could provide more valuable insights than have previously gained under a single 

theoretical lens. Thirdly, further research should balance the current research undertaken in CG 

and CSR fields, with an examination of the wider impact of activism on their subtopics. In 

other words, the investigation of the relationship between shareholder activism and separate 

environmental, social and governance dimensions, on both performance/activities and 

disclosure aspects, should be encouraged. The research might introduce additional variables to 

evaluate the interaction between shareholder activism and other CG mechanisms and the 
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implications of such interaction for firms’ response to activism. Fourthly, the type of 

shareholder activists should also be considered when assessing the outcomes of shareholder 

activism. For example, any prospective new research should thoroughly compare the impacts 

from institutional, coordinated and individual shareholder activism on environmental, social 

and governance aspects. Fifthly, spillover effects from different types of shareholder activists 

could also fill in the research gap. 

 

2.6 CONCLUSION 

Many scholars have attempted to demonstrate whether shareholder activism advances firm 

performance. However, so far, such studies have produced mixed results. The analysis 

undertaken for this chapter adds value to prior studies by undertaking a structured literature 

review into relevant published papers on shareholder activism to identify key themes, methods, 

theories and findings, and to discuss gaps and opportunities. This chapter selected published 

articles and working papers produced between 2000 and 2017, examined their similarities and 

disparities, and identified gaps for potential further research. It also evaluates the findings of 

previous studies and provides fruitful evidence of financial and CG implications from 

shareholder activism. However, it shows a lack of research into CSR and its subtopics, 

particularly information disclosure in these areas. Most prior studies investigate shareholder 

activism independently from its interaction with other CG mechanisms. Additionally, the 

research evidences the paucity of studies on types of shareholder activists and spillover effects. 

The narrative analysis has clearly identified further research directions to fill in the current 

gaps.  

 

This chapter presented the results of meta-analysis of studies on shareholder activism. The 

meta-analysis method enables statistical examination of the significant identified impacts from 
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shareholder activism on FP and CSR. The results of this analysis did not indicate that the 

relationship between shareholder activism and (1) FP and (2) CG32  depends on types of 

activists, forms of activism and locations. The results indicate that future research needs to 

classify types of activists besides institutional shareholders (i.e. also considering coordinated 

shareholders). After analysing the influence of shareholder activism on FP, CG and CSR, meta-

regression did not indicate that shareholder activism in the US has more influential impact than 

in other places. Nonetheless, using the US as a preferred location for future study is still 

recommended, due to data availability. 

 

This thesis contributes to the current body of literature by encouraging the investigation of 

multiple dimensions in shareholder activism research with various research methods and 

informing researchers of potential directions in the future. In addition, the examination would 

also assist shareholders to evaluate the effectiveness of their behaviour in terms of enforcing 

positive corporate changes and promoting proactive policies in peer firms. This research also 

highlighted the potential theoretical implications of current and further research by looking at 

their conjunctions and their application to shareholder activism. 

 

The research is subject to some limitations. Firstly, the literature review could only include the 

limited number of available, eligible studies, which could lead to a biased analysis. Secondly, 

the classification and evaluation resulting from the literature review could be subjective, 

blurring the true association between shareholder activism and firm performance. These 

limitations highlight the need of further exploration and analysis in this field, using a larger 

and more comprehensive dataset. 

 
32 The chapter cannot run meta-regression on CSR, as the sample size is too small (n<10). For governance 

performance, it only tests moderating effect from institutional shareholders, as only two papers describe countries 

outside the US and some types of shareholder activism are only discussed by one paper.  



111 

 

 

Chapter 3: The Shareholder Salience Perspective33 

 

3.0 SYNOPSIS 

This chapter compares the salience of institutional shareholders with that of coordinated 

shareholders in investigating shareholder proposals as a proxy of shareholder activism. The results 

show that shareholder proposals are associated with decreases in the CSR disclosure level in 

targeted firms. Further, if filers of shareholder proposals include coordinated shareholders, 

proposals are associated with decreases of social disclosure in the targeted firms. Regarding the 

governance characteristics of targeted firms’ boards, both large board size and female directors 

complement shareholder activism, enabling shareholder activism to be positively related to CSR 

disclosure level. In addition, the presence of outside directors and CEO options does not have such 

a complementary effect. This chapter contributes to prior research on stakeholder salience theory 

by considering the collective action problem. The findings also enrich empirical evidence regarding 

the research on interactions among corporate governance mechanisms. 

 

 

 

 

 

 

 

 

 
33 See Mitchell, Agle and Wood (1997, p.854). Salience means “the degree to which managers give priority to 

competing claims.” 
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3.1 INTRODUCTION 

Drawing on stakeholder salience theory, this chapter examines the association between 

shareholder activism and corporate social responsibility (CSR) and whether this is affected by 

the salience of shareholders. Stakeholder salience theory proposes that stakeholders possessing 

power, legitimacy and urgency are more likely to receive managerial responses than other 

stakeholders (Mainardes, Alves, & Raposo, 2011; Mitchell, Agle, & Wood, 1997). Driven by 

this theory and growing CSR demands and expectations, a significant number of studies focus 

on managerial reactions to different stakeholders’ claims on CSR (Chung & Talaulicar, 2010; 

Dong, Burritt, & Qian, 2014; Prado‐Lorenzo, Gallego‐Alvarez, & Garcia‐Sanchez, 2009). 

Other studies such as Hu and Izumida (2008) and Lemmon and Lins (2003) highlight that by 

controlling a large stake (which enhances their power and legitimacy), salient shareholders can 

better monitor firm performance and protect shareholder interests. While these studies provide 

substantial evidence on the association between large shareholder activism and CSR issues, 

there is no consideration of how different types of shareholders affect CSR disclosure. As 

argued by Almazan, Hartzell, and Starks (2005), active shareholders play a vital role in 

monitoring corporate governance, and hence, it is crucial to evaluate variations in shareholder 

activists’ power and the implications of these variations on managerial responses. 

 

Institutional shareholders are becoming increasingly prominent, leading to increased 

concentration of large institutional ownership (Schleyer & Guynn, 2016). As such, institutional 

shareholders have increased power to challenge firm management and make their voices heard. 

The “voice” of many institutional shareholders is reflected in the form of proposals in the proxy 

statement. Between 2006 and 2014, 60% of proposals were submitted by institutional 

shareholders, and 27% of these proposals were social-oriented (Copland & O’Keefe, 2014). 
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By submitting proposals with urgent claims, institutional shareholders attempt to change 

corporate practices that they consider as undesirable practices.  

 

Similar to institutional shareholders, coordinated shareholders (co-filers) may also be salient 

and crucial to firms, as they own a relatively substantial proportion of shares. Additionally, 

their large ownership level allows them to question firm management and seek organisational 

changes. These co-filers work together and prepare proposals presented in annual general 

meetings, during which they share ideas, information and costs to enhance their salience to 

firms. While shareholder proposals with coordinated filers only account for 15%-17% of total 

proposals, these coordinated filers include a wide range of socially-oriented groups such as 

labour-affiliated pension funds, social investment funds and religious pension funds (Copland 

& O’Keefe, 2014). These shareholders comprise well-known groups that can exert significant 

pressure on firms. Hence, studying the effectiveness of their coordination will provide evidence 

on whether this pressure can effectively change corporate practices. 

 

CSR disclosure, as a facet of corporate social performance (CSP), is one of the key channels 

through which firms maintain or demonstrate their legitimacy to relevant stakeholders 

(Bachmann & Ingenhoff, 2016). Nevertheless, it also can be a tactic of impression management 

used by firms to relieve negative influences from shareholder activism, thereby protecting firm 

value (Costa & Menichini, 2013). Correcting CSR practices is time-consuming and may not 

facilitate mitigation of adverse impacts from shareholder activism in a timely manner. 

Therefore, rather than making corrections of the underlying CSR practices, firms may choose 

to manipulate CSR disclosure as a ‘quick-fix’ for their reputation, as documented in prior 

research (Clarkson et al., 2008). There is inconsistency between CSP and CSR disclosure in 
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the literature because firms manipulate CSR disclosure to alter public perception, and the 

intensity of this behaviour is a function of social pressure which firms are exposed to (Patten, 

2002). As such, a large level of shareholder activism that creates significant social pressure 

may aggravate CSR disclosure manipulation.  Because of this potential problem, understanding 

how large shareholders influence CSR disclosure is critically important for easing the 

manipulation of disclosure and improving the underlying CSR practice. 

 

However, the majority of prior studies simply relate large shareholder activism to financial 

performance by looking at value creation  (Gillan & Starks, 2000; Aslan & Kumar,2016). In 

doing so, they examine managerial responsiveness and shareholder power in terms of creating 

shareholder value. Other research investigates the relationship between coordinated or 

institutional shareholder activism and CSR practices (Neubaum & Zahra, 2006; David et 

al.,2007) but fails to examine whether coordinated or institutional shareholder activism affects 

CSR transparency. To fill in this research gap, this chapter investigates whether shareholder 

activism from coordinated shareholders or institutional shareholders influences CSR disclosure 

by answering the following research question: 

Does shareholder salience in shareholder activism affect firm’s social, environmental and 

governance disclosure? 

 

Using a sample of S&P 1,500 companies with 13,572 observations (firm-years) between 2006 

and 2014, this chapter documents that shareholder activism negatively relates to CSR 

disclosure level. However, shareholder activism can increase CSR disclosure level given large 

board size and female directors. When separated into types of shareholders, institutional 

shareholder activism increases CSR disclosure given female directors or large board size while 
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coordinated shareholder activism does not relate to CSR disclosure. CEO options, as a form of 

performance-based compensation, have no clear impact on shareholder activism. This chapter 

also finds that in the presence of large board size and female directors, institutional 

shareholders are more salient than coordinated shareholders in terms of soliciting significant 

responses from firms to their shareholder proposals. Thus, this research provides empirical 

evidence to stakeholder salience theory and collective action theory by comparing the salience 

level of institutional shareholders and coordinated shareholders. In addition, by considering 

influences from other corporate governance mechanisms, namely outside directors, board size 

and CEO incentives, this research contributes to the understandings of interactions among 

diverse governance mechanisms. Importantly, this chapter illustrates the importance of 

regulation to resolve conflicts of interest among different shareholder groups, thereby 

improving their monitoring efficiency of firm management.  

 

The remainder of the chapter is organised as follows. Relevant theories are discussed in Section 

3.2. Prior literature on shareholder activism and CSR disclosure is reviewed and hypotheses 

developed in Section 3.3. Research methods including the measurement of variables and 

models are presented in Section 3.4. Results and analysis are explored in Section 3.5, and 

Section 3.6 concludes the chapter.  

 

3.2 RELEVANT THEORIES TO SHAREHOLDER ACTIVISM AND CSR 

DISCLOSURE 

3.2.1 Stakeholder salience theory 

Stakeholder salience theory lays the theoretical foundation for this research. Freeman (2010) 

defines stakeholders as “individuals or groups who can affect or are affected by the 

achievement of the organisation’s objectives”. Other studies add value to stakeholder 
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identification by emphasising different attributes of stakeholders (Donaldson & Preston, 1995; 

Mitchell et al., 1997). Donaldson and Preston (1995) discuss the interactions between 

stakeholder attributes, namely, power and legitimacy. Only individuals or groups that possess 

both power and legitimacy (i.e. with “legitimate interests or stakes”) in the organisation can be 

recognised as stakeholders and receive managerial responses (Donaldson & Preston, 1995). In 

addition, Mitchell et al. (1997) identify the third attribute – urgency - and extend stakeholder 

salience theory to include power, legitimacy and urgency. These three attributes distinguish 

influential groups from other stakeholders and hence determine to whom the firm is likely to 

respond. 

 

The first attribute, power, is defined as a capability that stakeholders possess to enforce others 

to realise their own goals (Pfeffer & Salancik, 1974). Gifford (2010) and Mainardes et al. (2011) 

categorise power into three classes, namely coercive power, normative power and utilitarian 

power. Coercive power and normative power can be achieved by exercising shareholder 

governance power to affect corporate actions and practices (Gifford, 2010; Mainardes et al., 

2011). Utilitarian power refers to material and financial resources applied by stakeholders to 

bring about changes (Mitchell et al., 1997). In addition to these three classes, Donaldson and 

Preston (1995) propose the concept of relative power, wherein stakeholders are only able to 

threaten the manager and expect significant managerial reactions towards their claims if they 

are perceived to be relatively more powerful than the manager (Donaldson & Preston, 1995). 

Institutional shareholders and coordinated shareholders dominate and drive corporate 

operations through their large holdings, which indicate their coercive, normative and utilitarian 

power. The manager is hence compelled to cater to these shareholders’ requests to avoid their 

divestment. 
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The second attribute, legitimacy, is defined as “a generalised perception or assumption that the 

actions of an entity are desirable, proper, or appropriate within some socially constructed 

system of norms, values, beliefs, definitions” (Suchman, 1995). Stakeholders demonstrate their 

legitimacy by showing creditability, pragmatic actions and social acceptance of actions 

(Gifford, 2010; Mainardes et al., 2011). Philips (2003) classifies stakeholder legitimacy into 

derivative legitimacy and normative legitimacy. Normative stakeholders are stakeholders to 

whom the organisation owes a moral obligation and an obligation of stakeholder fairness 

(Philips, 2003). This moral obligation refers to compliance with laws and rules of ethics or 

moral criteria (Philips, 2003). On the other hand, derivative stakeholders are those to whom 

the manager must attend to because they may either positively or negatively affect the 

organisation and other stakeholders (Philips, 2003). For instance, media coverage may 

influence shareholders’ welfare in the organisation. Although the manager has no obligation to 

advance the well-being of news media, they must consider the impacts of media on the interests 

of other normative stakeholders (such as shareholders) in their organisation and hence take 

action in order to receive favourable media coverage. Following the concepts for normative 

and derivative stakeholders stated above, Philips (2003) asserts that the manager is expected to 

protect the interests of normative stakeholders over derivative stakeholders because normative 

stakeholders are more legitimate. In this sense, Philips (2003) argues that legitimacy may be 

advantageous over power in determining the salience level of stakeholders. 

 

Legitimacy can also be further classified into the legitimacy of stakeholders and the legitimacy 

of their requests (Eesley & Lenox, 2006). Request legitimacy refers to whether the request is 

appropriate or not. A legitimate claim should be consistent with moral legitimacy (i.e. obey 

laws, rules and ethics). For stakeholder claims, the legitimacy of claims can be established via 

a filtering process. For example, according to Proxy Rule 14-8A, the rule of omission of 
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undesirable shareholder proposals can filter improper shareholder requests, thereby ensuring 

the legitimacy of the requests being considered by management. As such, employing 

shareholder proposals to evaluate stakeholder salience level can avoid influences from 

illegitimate claims. 

 

Urgency is defined as “the degree to which stakeholder claims call for immediate attention or 

pressing” (Mitchell et al., 1997). This attribute depends on both time-sensitivity and criticality. 

Time-sensitivity indicates deadlines and time pressure of the requests to the manager whereas 

criticality refers to the importance of stakeholders to the organisation (Gifford, 2010). 

Shareholder proposals with large shareholder sponsors can add urgency to their claims, as these 

large shareholders are crucial capital providers whom companies cannot afford to lose.  

 

Taken together, stakeholder salience theory proposes the importance of institutional and 

coordinated shareholders in firms. As such, it is important to investigate monitoring effects 

from institutional and coordinated shareholder proposals. 

 

3.2.2 Collective action theory 

Collective action theory illustrates that groups face difficulty when providing public goods to 

further common interests (Olson, 2009). Since this theory derives from the concept of group 

theory and the concept of public goods, it is necessary to first define group theory and the 

concept of public goods. Group theory provides reasons for the existence of institutional or 

coordinated shareholders (Olson, 2009). These shareholders gather together, form groups, and 

attempt to further common group interests; namely, public goods (Olson, 2009). This theory, 

however, assumes that shareholders are altruistic, which is usually exceptional (Olson, 2009). 
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In practice, group members always have their own private interests, which can be different 

from each other and even different from group interests (Olson, 2009). These conflicts of 

interest cause some group members to shirk their responsibility, leading to free-rider problems 

(Olson, 2009). For example, when monitoring firm performance, monitoring costs are born by 

some shareholders whereas others invest nothing but still reap the benefits. Moreover, the 

larger the group, the more severe the collective action problem, particularly regarding 

divergence of interests and varying levels of individual effort (Olson, 2009).  

 

Stern (2006) discusses an example of collective action problems in monitoring CSR issues 

regarding climate change. As solutions for climate change issues depend on international 

coordination, there is a significant collective action problem (Stern, 2006). Because policies, 

rules and level of development differ from one country to another, it may be costly for some 

countries with too many regulatory constraints to voluntarily enact laws and alter the 

undesirable status quo (Stern, 2006). Consequently, some countries may free ride on other 

countries by enjoying the benefits from the addressing of climate change issues by others whilst 

investing nothing. Similar to this international collective action problem, large shareholders are 

also confronted with the need to reach an agreement. However, for unorganised large 

shareholder groups, this may be difficult to achieve, as these groups include multiple 

institutions and individuals with different rules and goals. These differences make it hard for 

them to work together effectively. Coordinated shareholders, as one type of unorganised large 

shareholder group, can be subject to this problem, leading to a potentially weak monitoring 

effect on firms’ CSR practices and disclosure. 
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Based on stakeholder salience theory and collective action theory, the next section will review 

the literature and develop relevant hypotheses.  

 

3.3 LITERATURE REVIEW AND HYPOTHESES DEVELOPMENT 

3.3.1 Shareholder activism and CSR 

Porter and Kramer (2006) propose four factors that affect CSR engagement:  moral obligation, 

sustainability, permission to operate, and reputation. Moral obligation suggests that firms 

should “do the right thing” considering people, communities and other natural environments. 

Specifically, Hartmann (2011) proposes that in the competitive product market, firms “doing 

the right thing” can attract “ethical” customers, thereby increasing their profitability (Hartmann, 

2011). Sustainability indicates that when seeking goals, firms should not sacrifice the capacity 

of future generations, otherwise they may lose customers in the long term (Porter & Kramer, 

2006). Moreover, firms participating in CSR activities can gain legitimacy and support from 

other stakeholders such as governments and local communities, thereby having the permission 

to operate. Likewise, firms can enhance their reputation and add value to their brand by 

engaging in CSR activities. 

 

Shareholder activism challenges the moral obligation of firms and threatens their reputation, 

thus forcing them to consider CSR. Shareholder activism originates from the differences 

between the expectations of some shareholders and goals of firms. Because of this discrepancy, 

shareholders use their ownership to actively affect changes in policies of firms to cater their 

needs (Sjostrom, 2008). On the one hand, firms have financial goals to make profits. However, 

this may come at the expense of shareholders who concern CSR issues. For instance, some 

firms outsource labour and manufacturing to developing countries and mistreat animals to 
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maximize profits (Donado, 2015). Firms might face the anti-sweatshop movement initiated by 

labour-shareholders34 aims to improve workplace practices and the welfare of workers by 

publicising the names of firms that exploit labourers (O'Connor, 1997) or activism from People 

for the Ethical Treatment of Animals about medical testing on animals (Goodman, Louche, 

Van Cranenburgh, & Arenas, 2014). Activism could harm corporate reputation, disheartening 

other shareholders and employees and increasing the possibility of losing potential workers 

and shareholders. Therefore, firms have to invest adequately in CSR to maintain key financial 

resources and avoid human resources risk. (O'Connor, 1997). 

 

Nowadays, forms of shareholder activism are more diverse than ever before. These include 

writing a letter, communicating with the management, asking questions during the shareholder 

meeting and filing formal shareholder proposals (Sjostrom, 2008). Compared with other forms, 

shareholder proposals are deemed an aggressive form of shareholder activism, as proposals are 

publicly available online. Shareholder proposals are publicly accessible documents in the proxy 

statement DEF 14A Form required by SEC in the United States. After annual general meetings, 

the DEF 14A Form is available to the public, and investors can read shareholder proposals 

before making decisions. Since they are publicly accessible, shareholder proposals add 

tremendous pressure on firms in terms of CSR engagement. If proposals reveal undesirable 

social and environmental practices currently employed by firms, investors with social 

responsibility or particular religious beliefs may divest from these firms. Therefore, facing 

proposals, firms may increase their participation in CSR to mitigate negative effects from 

shareholder proposals and preserve financial resources and their reputation. The case of 

McDonalds provides a typical example about how influential pressure from CSR shareholder 

 
34 Allies of labour unions and other shareholder groups. 



122 

 

proposals can be. In 2011, a proposal urging McDonalds to use eco-friendly beverage cups 

triggered the usage of paper cups in its U.S. shops, although the proposal did not win major 

shareholder support (McDonnell et al., 2015). Other forms of shareholder activism, such as 

shareholder campaigns, letter writing and communication with the management are usually 

completed within a short timeframe or in a private environment without attention from the 

public and media. These forms generally fail to arouse significant public attention or exert 

sufficient pressure on firms. Therefore, as an aggressive form of shareholder activism, 

examining shareholder proposals helps understand whether shareholder activism affects CSR 

engagement. 

 

Prior research provides reasons for managerial reactions to CSR proposals by demonstrating 

how shareholder proposals force managers to act in the interests of shareholders (Brav, Jiang, 

Partnoy, & Thomas, 2008; Buchanan, Netter, & Yang, 2010; Perrault & Clark, 2016). 

Buchanan et al. (2010) allege that as shareholder proposals facilitate CEO turnover, CEOs must 

react to shareholder proposals in a timely manner. While in the United States shareholder 

proposals cannot remove the CEO directly from the board, proposals can change the board 

structure and corporate governance, thereby indirectly exerting pressure on the CEO. Similarly, 

Brav et al. (2008) show that hedge fund activists can increase CEO turnover. Brav et al. (2008) 

find that during the year of activism, average CEO pay decreases, which may prompt the CEO 

to leave. To secure their position, CEOs must maintain shareholder trust by properly 

implementing proposals. In Perrault and Clark (2016), environmental shareholder proposals 

from shareholders with favourable reputation could result in adequate firm responses which 

eventually leads to the withdrawal of shareholder proposals. This is because the dissatisfication 

of shareholders with favourable reputation could adversly influence the reputation of firms, 
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thereby threatening job security of managers (Perrault & Clark , 2016). Taken together, the 

managerial responses on shareholder proposals are due to their concerns on job security. 

 

As shareholder proposals could threaten the job security of managers and corporate reputation, 

firms might employ CSR disclosure to mitigate negative influences, thereby helping overcome 

the crisis created by shareholder proposals. Patten (2002) and Clarkson et al. (2011) document 

a negative relationship between environmental performance and environmental disclosure 

because firms with inferior performance may use disclosure to reduce social and political 

exposure. Shareholder proposals, as publicly accessible documents, threaten the legitimacy of 

firms and push firms to employ CSR disclosure to evidence their achievements and regain 

support from stakeholders. Specifically, an increase in CSR disclosure increases understanding 

of stakeholders, assisting their decision-making and reducing their bias against the firm. This 

is especially true among investors with ethical beliefs and diverse demands who are more 

interested in social responsibility investments. Some social investors screen potential 

investments to pick those consistent with their personal values and also force firms that do not 

meet their criteria in CSR to change (Sauer, 1997). Otherwise, they may divest from firms. In 

addition, other investors concerned with the link between CSR and financial performance may 

also focus on CSR disclosure. The tide of social responsibility investments indicates that many 

investors have realised the negative impacts on financial performance caused by climate 

change, human rights risks and scandals from financial crises (Maretich, 2015). Prior research 

also shows that firms lacking social responsibility can be exposed to risks such as lawsuits and 

fines and subject to limited strategic options (McGuire, Sundgren, & Schneeweis, 1988). These 

lawsuits and fines can increase firms’ future expected costs thereby impairing their financial 

performance (Ghoul, Guedhami, Kwok, & Mishra, 2011). Therefore, companies exposed to 

adverse CSR events such as CSR shareholder activism have a strong motivation to demonstrate 
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their efforts through increased CSR disclosure to mitigate negative effects on financial 

performance. 

 

However, certain barriers interfere with firms’ decisions to engage in CSR disclosure as a 

response to shareholder activism. Prior research proposes financial interests as a driver for 

implementation of CSR proposals (Friedman, 2007). The pure pecuniary view in economic 

theory suggests that the only social goal of business is to earn profits (Friedman, 2007). While 

the manager of the business organisation as an individual may prefer to behave in a socially 

responsible manner, they would not be deemed a qualified agent if they sacrificed financial 

interests of their principals (such as employees and shareholders) for CSR purposes (Friedman, 

2007). In other words, even if companies would like to participate in CSR activities, they 

should not do so at the expense of shareholders’ financial interests, or they should only 

implement CSR proposals that can generate profits. 

 

Research evidence also supports the above explanation. For instance, retail firms prefer to 

communicate with stakeholders such as shareholder activists or investors on issues that affect 

the financial interests of firms rather than on social issues or information (Lee, Fairhurst, & 

Wesley, 2009). Lee et al. (2009) also find that CSR statements related to economic statements 

are more frequently mentioned in the webpages of companies than other sections. Freedman 

and Jaggi (1988) and Neu, Warsame, and Pedwell (1998) find that large companies with poor 

financial performance increase CSR disclosure in an attempt to hide their unprofitable 

performance by disclosing more of other types of information. Additionally, Warsame, Neu, 

and Simmons (2002) show that environmental disclosure provides organisations with methods 

of managing potentially discrediting events like environmental fines. Overall, for many 
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companies, the purpose of CSR activities or disclosure is to maintain financial performance. If 

increasing the extent of CSR disclosure or positive aspects of CSR disclosure helps financial 

performance, firms eagerly do so. However, once CSR disclosure reaches a level where it no 

longer improves financial performance, companies may be reluctant to disclose further.  

 

Since financial interests both motivate and demotivate CSR engagement and disclosure, the 

relationship between shareholder activism and CSR disclosure is uncertain. Therefore, the 

above arguments lead to the hypothesis (in null form): 

H1: There is no association between shareholder activism and CSR disclosure. 

 

3.3.2 Coordinated shareholder activism and CSR  

According to stakeholder salience theory, coordinated or institutional shareholders may receive 

salient responses from firms regarding their requests, due to the significant economic resources 

held by these shareholders and their high social profile (Perrault & Clark, 2016). Specifically, 

the threat of losing vital economic resources and exposure to public pressure forces managers 

to respond in order to avoid or mitigate potential negative impacts. By gathering assets and 

resources, coordinated shareholders can access financial and information resources easily and 

can use these resources to bargain with firm managers. If managers cannot satisfy these 

shareholders, they might suffer a decrease in personal income or even lose their jobs. In 

addition, coordinated shareholders typically include several influential institutions with a high 

social profile. Therefore, coordinated shareholders can attract public attention thereby 

inflicting heightened pressure on firm management. A failure of firms to manage the 

relationship with these groups would taint corporate reputation and deter other potential 

investors. Overall, proposals from coordinated shareholders who are salient to managers in 
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terms of financial resources or social profile are more likely to be implemented (Neubaum & 

Zahra, 2006).  

 

Prior research has examined the relationship between large shareholder activism and voting 

results (Gillan & Starks, 2000) and how large shareholders influence CSP (Neubaum & Zahra, 

2006). Gillan and Starks (2000) find that proposals submitted by large shareholders, namely 

institutional shareholders or coordinated shareholders receive more favourable votes than those 

with individuals or religious groups (Gillan & Starks, 2000). The strong motivation for large 

shareholders to monitor or control corporate activities comes from the significant economic 

benefits earned through these activities (Gillan & Starks, 2000). In addition, compared with 

profits to individual shareholders, financial returns to these large shareholders can cover their 

monitoring costs, making them more willing to undertake the monitoring role (Gillan & Starks, 

2000). Analogous to Gillan and Starks (2000), other scholars find coordinated institutional 

activism significantly improves CSP, alleging that the success of activism depends on 

shareholder identity (Neubaum & Zahra, 2006). Shareholder coordination significantly 

improves firms’ disclosure quality (namely the readability of 10-K forms) because the 

coordination reduces information sharing costs hence enhancing their monitoring effectiveness 

(Kim, Pantzalis, & Wang, 2015). Overall, salient shareholders such as coordinated 

shareholders have more bargaining power to change firms’ behaviour and practices, hence 

ensuring the success of shareholder activism.  

 

Nevertheless, as one type of large shareholder activism, coordinated shareholder activism may 

incur high monitoring costs due to the collective action problem. Coordinated shareholders 

usually involve several groups or individuals with different goals and interests. Hence, it is 
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harder for them to coordinate and act collectively. The collective action problem might limit 

the efficiency of their coordination, and as a result coordinated shareholder activism may not 

provide adequate monitoring of firm management. 

 

Prior literature, however, provides conflicting findings regarding the above explanation. For 

instance, coordinated activism increases share price only if there is a third party monitoring 

this coordination (Opler & Sokobin, 1995). These third-party organisations provide platforms 

for communication and information sharing, which reduces costs of doing so by individual 

investors. Without this group, however, coordinated activism may still have high monitoring 

costs. In contrast, González and Calluzzo (2016) find that shareholder coordination can 

eliminate the free-rider problem by excluding frictions such as geographical differences. 

Similar to González and Calluzzo (2016), Huang (2013) and Kandel, Massa, and Simonov 

(2011) explore the association between coordinated shareholder activism and shareholder value. 

Huang (2013) finds that firm value is increased due to geographical proximity and correlation 

in portfolio allocation, while Kandel et al. (2011) find that firm value is increased as a result of 

similar behaviours or beliefs among shareholders. Specifically, these characteristics reduce 

communication obstacles and monitoring costs among diffused shareholders, thereby 

improving the effectiveness of governance (Huang, 2013; Kandel et al., 2011).  

 

Furthermore, while there is plenty of research regarding issues on coordinated or institutional 

shareholders, most studies do not separate coordinated shareholders from institutional 

shareholders (Gillan & Starks, 2000; Neubaum & Zahra, 2006). It is important to evaluate 

coordinated shareholder activism separately from institutional shareholder activism for two 

reasons. First, coordinated shareholders have different interests and goals that may cause 
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frictions regarding communication and negotiation among the shareholders. Because of 

potential frictions, their monitoring activities may not be implemented as smoothly as 

independent shareholders. Therefore, separate investigation of proposals submitted by 

institutional filers and proposals submitted by coordinated filers allows the assessment of 

differences in shareholder power and facilitates better understanding of stakeholder salience 

theory. Second, different from institutional shareholders, some coordinated shareholders are 

individuals who own a very small proportion of shares. However, as a collective force they can 

still influence managerial decision-making. Kandel et al. (2011) find that small shareholder 

coordination regarding the sale of shares leads to share price change, thereby attracting the 

attention of firm management. Therefore, even small shareholders (who do not form formal 

institutions) when coordinated, can collectively cause a significant managerial reaction 

(Kandel et al., 2011). 

 

The Enron and World.com scandals and failures of major banks during the global financial 

crisis have drawn significant attention on CSR issues (Forte, 2013). The dramatic growth of 

large shareholders’ assets over the past 25 years in addition to changes in proxy rules enables 

coordinated shareholders to better influence corporate CSR policies (Eisenhofer & Barry, 

2005). Nevertheless, little research examines the association between coordinated shareholder 

activism and CSR. Huang (2013) and Kandel et al. (2011) explore how shareholder 

coordination influences firm value but they do not consider how shareholder coordination 

disciplines CSR practices. Neubaum and Zahra (2006) document a positive association 

between long-term coordinated shareholder activism and CSP. In this manner, these 

coordinated shareholders can preserve the value of long-term investments, which closely 

relates to firms’ CSP (Neubaum & Zahra, 2006). However, these studies fail to explore how 

coordinated shareholder activism affects CSR disclosure.  
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Essentially CSR disclosure and engagement in CSR activities is a decision made by corporate 

boards and the management (Haniffa & Cooke, 2005; McWilliams, Siegel, & Wright, 2006; 

Michelon & Parbonetti, 2012; Ntim & Soobaroyen, 2013). Prior research indicates that firms 

engage in CSR disclosure for several reasons, such as to demonstrate accountability to wider 

stakeholders to achieve legitimacy (Haniffa & Cooke, 2005), to engage with stakeholders to 

cater to their expectations, to signal good performance to achieve a competitive advantage, or 

to reduce informational asymmetry (Michelon & Parbonetti, 2012). Considering that large 

shareholders such as institutional shareholders and coordinated shareholders have significant 

salience through power, legitimacy and urgency attributes, firms have the motivation to adopt 

CSR disclosure as a means to respond to shareholder pressures manifested through shareholder 

proposals. In doing so, firms can maintain their legitimacy, or communicate and engage with 

these shareholders on CSR issues. Simultaneously, firms can manipulate CSR disclosure to 

address the impacts after adverse events of coordinated shareholder activism. However, due to 

the collective action problem, it is expected that coordinated shareholders will not be effective 

in disciplining firms in terms of CSR disclosure in order to achieve legitimacy with 

shareholders. Consequently, these arguments lead to the hypothesis (in null form): 

 

H2: There is no association between coordinated shareholder activism and CSR disclosure. 

 

3.3.3 Institutional shareholder activism and CSR  

Institutional shareholders are salient shareholders in terms of power, legitimacy and urgency. 

Foremost, their power comes from accessibility to finance and information, as institutional 

shareholders pool money for their investment activities. In this way, institutional shareholders 

have advantages in obtaining information, as they can access sufficient funds and various 

channels for information (Hadani et al., 2011; Schnatterly, Shaw, & Jennings, 2008). 
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Additionally, institutional shareholders have to maintain their legitimacy by demonstrating the 

effectiveness of their monitoring via urgent claims to firm management (Dowling & Pfeffer, 

1975). Theoretically, institutional shareholders are salient to the management and could 

influence corporate practices significantly. 

 

Prior literature has investigated how institutional shareholders affect corporate financial 

performance (Chaganti & Damanpour, 1991), social responsiveness of firms (Coffey & Fryxell, 

1991), social performance (Neubaum & Zahra, 2006) and information disclosure (Donnelly & 

Mulcahy, 2008). In general, these studies examine the monitoring role of institutional 

shareholders and produce conflicting findings. Chaganti and Damanpour (1991) and Rock 

(1990) argue that in the United States, institutional shareholders are motivated to monitor firm 

performance as they own a substantial proportion of shares. Brav et al. (2008) find that hedge 

fund activism improves operating performance of targeted firms as the manager is free from 

regulation and is highly incentivized. That is, institutional shareholders, if not restricted by 

heavy rules, lead to better firm performance. Cornett, Marcus, Saunders, and Tehranian (2007) 

document that if institutional shareholders do not have a business relationship with the firm, 

then they will they act responsibly in monitoring. Analogous to Cornett et al. (2007), 

Bhattacharya and Graham (2009) suggest that only if institutional shareholders have equally 

distributed voting power will they have a positive influence on firm performance. Taken 

together, the empirical evidence suggests that while institutional shareholders are strongly 

motivated to discipline firm performance, their monitoring is not definitely effective.  

 

Prior literature documents conflicting findings regarding whether institutional shareholders 

improve CSR. Coffey and Fryxell (1991) find that institutional ownership leads to more female 
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directors on the board who are more responsive to social and environmental issues. This is 

because female directors are likely to demonstrate their presence on the board by participating 

in CSR activities (Williams, 2003). While this demonstrates an indirect relationship between 

institutional shareholders and CSP, it provides evidence that institutional ownership is crucial 

in facilitating better CSR practice. Neubaum and Zahra (2006) propose that long-term 

institutional ownership improves CSP significantly, as long-term institutional shareholders 

have established ties with the firm, making their CSR requests urgent to the management. The 

current study suggests that institutional shareholders are important in terms of promoting 

corporate performance, as institutional shareholders are salient to the firm in terms of power, 

legitimacy and urgency.   

 

Prior literature also investigates the relationship between institutional ownership and corporate 

disclosure (Bushee & Noe, 2000; Donnelly & Mulcahy, 2008; Ghazali, 2007). Bushee and Noe 

(2000) find that institutional shareholders prefer better quality information disclosure and are 

motivated to discipline information disclosure. However, Donnelly and Mulcahy (2008) show 

that institutional ownership is not related to voluntary disclosure, as institutional shareholders 

currently do not depend solely on corporate information disclosure; they have other channels 

for information (Donnelly & Mulcahy, 2008). Outside information channels demotivate 

institutional shareholders from monitoring the firm through corporate disclosure. Furthermore, 

Ghazali (2007) illustrates that dispersed ownership increases CSR disclosure because wider 

public pressures may also necessitate a firm’s participation in social and environmental 

activities, thereby increasing CSR disclosure. Hence, it is social pressures, rather than 

economic pressures, which increase CSR disclosure. While Ghazali (2007) documents that 

institutional shareholders may fail to promote CSR disclosure, the author proposes that 

shareholders who can create huge social pressures may facilitate increased CSR disclosure. 
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However, little research explores how institutional shareholder activism relates to CSR 

disclosure. As evidence of institutional shareholder activism, proposals submitted by 

institutional shareholders are publicly accessible, thus generating a high level of scrutiny from 

other stakeholders. This further increases the urgency of institutional shareholders’ claims in 

their proposals, leading to higher possibility of managerial response. Therefore, it is expected 

that institutional shareholder activism increases CSR disclosure. As such, the following 

hypothesis is developed (in null form): 

 

H3: There is no association between shareholder activism submitted by institutional filers and 

CSR disclosure. 

 

3.3.4 Interaction effect by corporate governance mechanisms 

The current study also seeks to examine interaction effects of shareholder activism with other 

mechanisms. This serves two purposes, namely to exclude endogeneity problems and to 

evaluate the efficiency of multiple governance mechanisms. These mechanisms need to be 

considered when examining the association between large shareholder activism and CSR 

disclosure in order to exclude endogenous problems. Apart from coordinated or instiutional 

shareholder activism, other corporate governance mechanisms also influence CSR disclosure. 

Prior studies have investigated the impact on CSR practices by various corporate governance 

factors, such as board size  (Jizi, Salama, Dixon, & Stratling, 2014; Siregar & Bachtiar, 2010), 

outside directors (Jizi et al., 2014), female directors (Coffey & Fryxell, 1991; Setó‐Pamies, 

2015), and executive compensation (Mahoney & Thorne, 2005; McGuire, Dow, & Argheyd, 

2003). Siregar and Bachtiar (2010) suggest that a larger board leads to increased CSR 

disclosure due to reduced information asymmetry. However, if  the board size becomes too 

large, monitoring efficiency may be reduced due to negotiation and communication conflicts 



133 

 

(Jizi et al., 2014; Siregar & Bachtiar, 2010). Similarly, the literature proposes that outside 

directors monitor CSR practice efficiently. Because outside directors have very few financial 

interests affiliated with the firm, they are concerned with long-term performance such as CSP 

more than short-term financial returns. Consistent with this explanation, Jizi et al. (2014)  find 

that outside directors promote CSR transparency, thereby protecting interests of both 

shareholders and other stakeholders.  

 

Other scholars have identified links between executive compensation and CSR. Stock options 

contingent on future value of stock will maximize long-term profits of firms (Mahoney & 

Thorne, 2005). Since the firm’s CSR practices relate to its long-term success and profits, stock 

options will motivate the CEO to enhance CSR practices (Mahoney & Thorne, 2005; McGuire 

et al., 2003).  

 

Furthermore, the interaction between large shareholder ownership and other governance 

mechanisms is worthy of examination, as this facilitates assessment of whether multiple 

monitoring mechanisms improve corporate practices. Theoretically, this might be due to 

several reasons. First, the interaction between large shareholder activism and other corporate 

governance mechanisms may enhance the monitoring function. Specifically, large shareholders 

lead to a reasonable board structure which in turn improves CSR practices (Coffey & Fryxell, 

1991). For instance, Coffey and Fryxell (1991) provide evidence linking the persistence of 

institutional shareholders and the number of female directors on the board. Other research 

proposes that female directors facilitate better CSR practice (Williams, 2003). These studies 

indicate that institutional ownership causes improved CSR practice because it facilitates a more 

desirable board structure. On the other hand, Ajinkya, Bhojraj, and Sengupta (2005) illustrate 
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that outside directors increase institutional ownership, thereby changing earnings forecasting 

behaviours. This evidence implies that board structure may also affect institutional ownership, 

thus resulting in corporate practice changes. Similarly, Hartzell and Starks (2003) find that 

institutional ownership, as one monitoring mechanism, is used in conjunction with 

performance-based compensation to ease agency problems. Almazan et al. (2005) point out 

that institutional shareholders influence performance-based compensation if they have low 

monitoring costs. Overall, the literature indicates that large shareholders influence 

performance-based compensation in monitoring firm performance. 

 

In contrast, some studies suggest that corporate governance mechanisms can substitute each 

other. Specifically, stewardship theory proposes that management can do their jobs responsibly 

(Davis, Schoorman, & Donaldson, 1997). Too many governance mechanisms may constrain 

them from doing their jobs efficiently (Dalton et al., 2003). Therefore, research should account 

for the substitution effect when investigating the effectiveness of corporate governance 

mechanisms (Rediker & Seth, 1995). 

 

Overall, considering interaction effects helps identify true associations between shareholder 

activism and CSR disclosure. This research selects board size, female directors and outside 

directors as representative of the basic board structure, and CEO option as representative of 

performance-based compensation. This study investigates their interaction with (i) overall 

activism; (ii) institutional; (iii) coordinated shareholder activism considered separately. This 

leads to the following hypotheses (in null form): 
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H4a: Corporate governance mechanisms do not have any moderating impact on the 

association between shareholder activism and CSR or its disclosure. 

H4b: Corporate governance mechanisms do not have any moderating impact on the 

association between shareholder activism submitted by institutional filers and other corporate 

governance mechanisms affecting CSR disclosure. 

H4c: Corporate governance mechanisms do not have any moderating impact on the 

association between shareholder activism submitted by coordinated filers and other corporate 

governance mechanisms affecting CSR disclosure. 

 

3.4 RESEARCH DESIGN 

3.4.1 Data collection 

The analysis is based on a sample of US S&P 1,500 companies over the period 2006 - 2014. 

This study employs shareholder proposals as a proxy for shareholder activism. Shareholder 

proposals are manually collected from the Security Exchange Commission (SEC) website. This 

database is selected for two reasons. First, this database records all shareholder proposals 

handed in during annual general meetings for all S&P 1,500 constituents. Second, it provides 

information on proposal sponsors and the content of proposals so that the collaborating 

shareholders can be easily identified (see Appendix B for samples of shareholder proposals). 

Specific firm-level data including assets, liabilities, net income, book value per share and share 

price, board size, female directors, outside directors and CEO incentives are collected from 

CRSP/Computstat Merged. CSR data and its disclosure scores are obtained from MSCI (KLD) 

and the Bloomberg database, respectively. 
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3.4.2 Measurement of variables 

Dependent variables 

CSR disclosure 

CSR disclosure is measured by ESG disclosure score. ESG denotes the ESG disclosure score, 

E denotes environmental disclosure score, S denotes social disclosure score and G denotes 

governance disclosure score. The ESG disclosure scores are downloaded from the Bloomberg 

database. The ESG disclosure score ranges from 0.1 to 100 based on GRI requirements 

including environmental, social and governance aspects of companies. This score facilitates an 

understanding of opportunities, risks and performance in firms in those fields (Giannarakis, 

2014). ESGDIS, denoting changes in CSR disclosure level, is measured by the difference 

between ESG score one year after the shareholder activism (i.e. at t+1) and the ESG score when 

shareholder activism happens (i.e. at t). Meanwhile, the changes of sub-dimensions, namely 

changes in environmental disclosure score (EDIS), changes in social disclosure score (SDIS) 

and changes in governance disclosure score (GDIS) are also included as dependent variables.  

 

Independent variables35 

Institutional shareholder activism and coordinated shareholder activism 

Dummy variables DSP, DSPIN and DSPCF are used in the regression models to represent 

shareholder activism, institutional shareholder activism and coordinated shareholder activism, 

respectively. Shareholder identity is disclosed in the DEF14A Form (proxy statement) for each 

firm-year, available from the SEC website. DSPIN measures shareholder activism with 

institutional shareholders in the main test. As stated above, this study employs shareholder 

 
35 The definitions of variables are presented in Table 3.1. 
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proposals as a measure of shareholder activism. This variable takes the value of 1 when at least 

one shareholder proposal is handed in by institutional shareholders, and 0 otherwise.  

 

Coordinated shareholder activism is defined as shareholder proposals handed in by more than 

one shareholder (Neubaum & Zahra, 2006). The key word “co-filer” and names of shareholders 

is used to identify these shareholder proposals in the DEF14A Form (proxy statement) for each 

firm-year from the SEC website. In the main test, the dummy variable DSPCF measures 

shareholder activism with coordinated shareholders, taking the value of 1 when shareholder 

proposals are handed in by coordinated shareholders and 0 otherwise.   

 

This study also splits the sample of shareholder proposals into social, environmental and 

governance proposals by searching for key words. Specifically, if a proposal contains key 

words such as “social”, “political”, “rights” and “welfare”, it is denoted as a social proposal 

(DSOCP). If a proposal contains key words such as “environmental”, “climate change”, 

“pollution” and “contamination”, it comprises an environmental proposal (DENVP). If it 

contains both social and environmental key words, it is counted in both the social and 

environmental proposal samples. The remainder of proposals with key words such as 

“corporate governance”, “board of directors” and “executive” are counted as governance 

proposals (DGOVP). DENVP, DSOCP and DGOVP denote dummy variables of environmental 

shareholder activism, social shareholder activism and governance shareholder activism, 

respectively. DENVPIN, DENVCF, DSOCPIN, DSOCPCF, DGOVPIN and DGOVPCF denote 

dummy variables of environmental shareholder activism by institutional or coordinated 

shareholders, social shareholder activism by institutional or coordinated shareholders and 

governance shareholder activism by institutional or coordinated shareholders, respectively. 
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In the additional tests, the number of shareholder proposals (SP), the number of shareholder 

proposals with institutional filers (SPIN) and the number of shareholder proposals with 

coordinated shareholders (SPCF) in each firm-year measures the intensity of shareholder 

activism with all shareholders, institutional shareholders and coordinated shareholders, 

respectively. SOCP, ENVP and GOVP represent the number of social proposals, environmental 

proposals and governance proposals, respectively. SOCPIN, SOCPCF, ENVPIN, ENVPCF, 

GOVPIN and GOVPCF denote the number of social proposals submitted by institutional or 

coordinated shareholders, the number of environmental proposals submitted by institutional or 

coordinated shareholders and the number of governance proposals submitted by institutional 

or coordinated shareholders, respectively. 

 

Corporate governance mechanisms 

Board size (BRDSIZE), outside directors (DO), female directors (DF) and executive 

compensation (CEOINCENT) are used as proxies to measure corporate governance 

mechanisms. BRDSIZE is measured as the number of directors on the board, collected from 

CRSP/Computstat Merged. DO and DF, measured as the percentage of outside or independent 

directors and female directors on a firm’s board, are also collected from CRSP/Computstat 

Merged. Executive compensation, measured as the value of CEO options awarded to total 

annual compensation, is collected from the ExecuComp database. The variable CEOINCENT 

is also used to measure the percentage of CEO options (both long-term and short-term) to the 

total annual compensation36. 

 

 
36 We use Option Awards divided by total compensation. Total compensation includes Salary, Bonus, Other 

Annual, Restricted Stock Grants, Long-term incentive payouts, all other total annual compensation and Total 

Value of Stock Options Granted (using Black-Scholes). 
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Control variables 

Consistent with Artiach, Lee, Nelson, and Walker (2010) and Giannarakis (2014), this research 

includes firm size (FIRMSIZE), measured as the natural logarithm of total assets; leverage 

(LEV), measured as the sum of debt in current liabilities and long-term debts divided by total 

assets; financial performance (ROA), measured as return on assets; and price-to-book ratio (PB) 

as control variables. In the models, CONV is used to represent control variables. 

 

3.4.3 Models and estimation37 

In this section, all the independent variables, variables measuring corporate governance 

mechanisms and control variables are collected at t. i represents firm i, and t represents the year 

when shareholder activism happens. 

 

Models in main tests (Model 1-4) 

The models examine the association between shareholder activism initiated by all types of 

shareholders, institutional or coordinated shareholders and CSR disclosure score and the 

associations among their sub dimensions. Meanwhile, they also investigate the interaction 

effect from outside directors, female directors, board size and CEO incentive on this 

relationship.  These models are all lagged models. 

 

Model 1 tests the association between shareholder activism and the level of CSR disclosure 

(also for its subdimensions). 

 
37 When conducting the additional tests, the dummy variables are replaced by variables representing the number 

of shareholder proposals as defined in the last section. In this section, environmental disclosure, social disclosure 

and governance disclosure are the subdimensions of CSR disclosure. Environmental performance, social 

performance and governance performance are the subdimensions of CSP. 
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𝑌 = 𝛽0 + 𝛽1𝐷𝑋𝑃𝑖,𝑡 + 𝛽2𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽3𝐷𝑂𝑖,𝑡 + 𝛽4𝐷𝐹 + 𝛽5𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 +
𝛽6𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 ×  𝐷𝑋𝑃𝑖,𝑡 + 𝛽7𝐷𝑂𝑖,𝑡 ×  𝐷𝑋𝑃𝑖,𝑡 + 𝛽8𝐷𝐹 × 𝐷𝑋𝑃𝑖,𝑡+𝛽9𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×
 𝐷𝑋𝑃𝑖,𝑡 + ∑ 𝛽𝑛𝐶𝑂𝑁𝑉𝑖,𝑡 + 𝜀.……. Model 1 

 

In Model 1, the independent variable is DXP. DXP denote dummy variables for shareholder 

activism (DSP), shareholder activism on environmental issues (DENVP), shareholder activism 

on social issues (DSOCP) and shareholder activism on governance issues (DGOVP) 

respectively. 

 

Model 2 tests the association between institutional or coordinated shareholder activism and the 

level of CSR disclosure (also for its subdimensions). The independent variables are DXIN and 

DXCF. In Model 2, DXIN denotes dummy variables for institutional shareholder activism 

(DSPIN), institutional shareholder activism on environmental issues (DENVPIN), institutional 

shareholder activism on social issues (DSOCPIN) and institutional shareholder activism on 

governance issues (DGOVPIN) respectively. DXCF denotes dummy variables for coordinated 

shareholder activism (DSPCF), coordinated shareholder activism on environmental issues 

(DENVPCF), coordinated shareholder activism on social issues (DSOCPCF) and coordinated 

shareholder activism on governance issues (DGOVPCF) respectively. 

 

𝑌 = 𝛽0 + 𝛽1𝐷𝑋𝐼𝑁𝑖,𝑡 + 𝛽2𝐷𝑋𝐶𝐹𝑖,𝑡 + 𝛽3𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽4𝐷𝑂𝑖,𝑡 + 𝛽5𝐷𝐹𝑖,𝑡 +
𝛽6𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 + 𝛽7𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 × 𝐷𝑋𝐼𝑁𝑖,𝑡 + 𝛽8𝐷𝑂𝑖,𝑡 ×  𝐷𝑋𝐼𝑁𝑖,𝑡 + 𝛽9𝐷𝐹𝑖,𝑡 ×  𝐷𝑋𝐼𝑁𝑖,𝑡 +
𝛽10𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×  𝐷𝑋𝐼𝑁𝑖,𝑡 + 𝛽11𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 × 𝐷𝑋𝐶𝐹𝑖,𝑡 + 𝛽12𝐷𝑂𝑖,𝑡 ×  𝐷𝑋𝐶𝐹𝑖,𝑡 +
𝛽13𝐷𝐹𝑖,𝑡 × 𝐷𝑋𝐶𝐹𝑖,𝑡 + 𝛽14𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 × 𝐷𝑋𝐶𝐹𝑖,𝑡 + ∑ 𝛽𝑛𝐶𝑂𝑁𝑉𝑖,𝑡 + 𝜀. ……Model 2 

 

In Model 1 and Model 2, the level of CSR disclosure (Y) denote ESG, E, S and G respectively 

at t+1. The subdimensions include environmental disclosure level (E), social disclosure level 

(S) and governance disclosure level (G). Variables measuring corporate governance 
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mechanisms include DO, BRDSIZE, CEOINCENT and DF. DO denotes the percentage of 

outside directors; BRDSIZE denotes the board size; CEOINCENT denotes the percentage of 

short-term and long-term incentives of CEO compensation to the total compensation; CONV 

represents control variables including FIRMSIZE, ROA, LEV and PB. FIRMSIZE denotes firm 

size; ROA denotes return on assets; LEV denotes leverage; and PB denotes P/B ratio. The results 

of Model 1 and Model 2 are presented in Table 3.6 and 3.7 respectively. 

 

Model 3 tests the associations between shareholder activism and the change of CSR disclosure 

level (also for its subdimensions). The independent variables are same with Model 1. 

 

𝑌 = 𝛽0 + 𝛽1𝐷𝑋𝑃𝑖,𝑡 + 𝛽2𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽3𝐷𝑂𝑖,𝑡 + 𝛽4𝐷𝐹 + 𝛽5𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 +
𝛽6𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 ×  𝐷𝑋𝑃𝑖,𝑡 + 𝛽7𝐷𝑂𝑖,𝑡 ×  𝐷𝑋𝑃𝑖,𝑡 + 𝛽8𝐷𝐹 × 𝐷𝑋𝑃𝑖,𝑡+𝛽9𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×
 𝐷𝑋𝑃𝑖,𝑡 + ∑ 𝛽𝑛𝐶𝑂𝑁𝑉𝑖,𝑡 + 𝜀.……. Model 3 

 

Model 4 tests the associations between institutional or coordinated shareholder activism and 

the change of CSR disclosure level (also for its subdimensions). The independent variables are 

same with Model 2. 

 

𝑌 = 𝛽0 + 𝛽1𝐷𝑋𝐼𝑁𝑖,𝑡 + 𝛽2𝐷𝑋𝐶𝐹𝑖,𝑡 + 𝛽3𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽4𝐷𝑂𝑖,𝑡 + 𝛽5𝐷𝐹𝑖,𝑡 +

𝛽6𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 + 𝛽7𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 × 𝐷𝑋𝐼𝑁𝑖,𝑡 + 𝛽8𝐷𝑂𝑖,𝑡 ×  𝐷𝑋𝐼𝑁𝑖,𝑡 + 𝛽9𝐷𝐹𝑖,𝑡 ×  𝐷𝑋𝐼𝑁𝑖,𝑡 +
𝛽10𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×  𝐷𝑋𝐼𝑁𝑖,𝑡 + 𝛽11𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 × 𝐷𝑋𝐶𝐹𝑖,𝑡 + 𝛽12𝐷𝑂𝑖,𝑡 ×  𝐷𝑋𝐶𝐹𝑖,𝑡 +
𝛽13𝐷𝐹𝑖,𝑡 × 𝐷𝑋𝐶𝐹𝑖,𝑡 + 𝛽14𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 × 𝐷𝑋𝐶𝐹𝑖,𝑡 + ∑ 𝛽𝑛𝐶𝑂𝑁𝑉𝑖,𝑡 + 𝜀. ……Model 4  

 

In these two models, the change of CSR disclosure level (Y) denote ESGDIS, EDIS, SDIS and 

GDIS respectively.  Specifically, the change of CSR disclosure level are the difference between 

CSR disclosure score at t+1 and CSR disclosure score at t (ESGDIS), the difference between 

environmental disclosure score at t+1 and environmental disclosure score at t (EDIS), the 
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difference between social disclosure score at t+1 and social disclosure score at t (SDIS) and the 

difference between governance disclosure score at t+1 and governance disclosure score at t 

(GDIS).  Control variables and variables measuring corporate governance mechanisms in 

Model 3 and Model 4 are same with Model 1. The results of Model 3 and Model 4 are presented 

in Table 3.8 and 3.9 respectively. 

 

Models in additional tests (Model 5-10) 

Model 5 tests the associations between shareholder activism requesting CSR disclosure and 

CSR disclosure level (also for its subdimensions). The dependent variables (Y) are same with 

Model 1. 

 

𝑌 = 𝛽0 + 𝛽1𝐷𝐷𝑋𝑖,𝑡 + 𝛽2𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽3𝐷𝑂𝑖,𝑡 + 𝛽4𝐷𝐹𝑖,𝑡 + 𝛽5𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 +

𝛽6𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 ×  𝐷𝐷𝑋𝑖,𝑡 + 𝛽7𝐷𝑂𝑖,𝑡 × 𝐷𝐷𝑋𝑖,𝑡 + 𝛽8𝐷𝐹𝑖,𝑡 ×  𝐷𝐷𝑋𝑖,𝑡 + 𝛽9𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×
 𝐷𝐷𝑋𝑖,𝑡 + ∑ 𝛽𝑛𝐶𝑂𝑁𝑉𝑖,𝑡 + 𝜀.……. Model 5 and Model 6 

 

Model 6 tests the associations between shareholder activism requesting CSR disclosure and the 

change of CSR disclosure level (also for its subdimensions). The dependent variables (Y) are 

same with Model 3.  

 

In these two models, DDX denote DD, DDENV, DDSOC and DDGOV respectively. DD 

represents a dummy variable for shareholder activism requesting CSR disclosure or reporting. 

DDENV represents a dummy variable for shareholder activism requesting environmental 

disclosure or reporting. DDSOC represents a dummy variable for shareholder activism 

requesting social disclosure or reporting. DDGOV represents a dummy variable for shareholder 

activism requesting governance disclosure or reporting. Control variables and variables 
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measuring corporate governance mechanisms in Model 5 and Model 6 are same with Model 1. 

The results of Model 5 and Model 6 are presented in Table 3.10 and 3.11 respectively. 

 

Model 7 tests the associations between shareholder activism and CSP (also for its 

subdimensions). Independent variables in this model is same with Model 1. 

 

𝑌 = 𝛽0 + 𝛽1𝐷𝑋𝑃𝑖,𝑡 + 𝛽2𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽3𝐷𝑂𝑖,𝑡 + 𝛽4𝐷𝐹𝑖,𝑡 + 𝛽5𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 +
𝛽6𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 ×  𝐷𝑋𝑃𝑖,𝑡 + 𝛽7𝐷𝑂𝑖,𝑡 ×  𝐷𝑋𝑃𝑖,𝑡 + 𝛽8𝐷𝐹𝑖,𝑡 ×  𝐷𝑋𝑃𝑖,𝑡 + 𝛽9𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×
 𝐷𝑋𝑃𝑖,𝑡 + ∑ 𝛽𝑛𝐶𝑂𝑁𝑉𝑖,𝑡 + 𝜀.……. Model 7 

 

Model 8 tests the associations between institutional or coordinated shareholder activism and 

CSP (also for its subdimensions). Independent variables in this model is same with Model 2. 

 

𝑌 = 𝛽0 + 𝛽1𝐷𝑋𝑃𝐼𝑁𝑖,𝑡 + 𝛽2𝐷𝑋𝑃𝐶𝐹𝑖,𝑡 + 𝛽3𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽4𝐷𝑂𝑖,𝑡 + 𝛽5𝐷𝐹𝑖,𝑡 +
𝛽6𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 + 𝛽7𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 × 𝐷𝑋𝑃𝐼𝑁𝑖,𝑡 + 𝛽8𝐷𝑂𝑖,𝑡 ×  𝐷𝑋𝑃𝐼𝑁𝑖,𝑡 + 𝛽9𝐷𝐹𝑖,𝑡 ×
 𝐷𝑋𝑃𝐼𝑁𝑖,𝑡 + 𝛽10𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×  𝐷𝑋𝑃𝐼𝑁𝑖,𝑡 + 𝛽11𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 × 𝐷𝑋𝑃𝐶𝐹𝑖,𝑡 + 𝛽12𝐷𝑂𝑖,𝑡 ×
 𝐷𝑋𝑃𝐶𝐹𝑖,𝑡 + 𝛽13𝐷𝐹𝑖,𝑡 × 𝐷𝑋𝑃𝐶𝐹𝑖,𝑡 + 𝛽14𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×  𝐷𝑋𝑃𝐶𝐹𝑖,𝑡 + ∑ 𝛽𝑛𝐶𝑂𝑁𝑉𝑖,𝑡 

+ 𝜀. ……Model 8 

 

In these two models, CSP (Y) is measured by employing KLDS, KLDC, ES, EC, SS, SC, GS 

and GC respectively at t+1. KLDS represents KLD strength, the positive side of CSP. KLDC 

represents KLD concern, the negative side of CSP. ES represents environmental strength, the 

positive side of environmental performance. EC represents environmental concern, the 

negative side of environmental performance. SS represents social strength, the positive side of 

social performance. SC represents social concern, the negative side of social performance. GS 

represents governance strength, the positive side of governance performance. GC represents 

governance concern, the negative side of governance performance. Control variables and 
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variables measuring corporate governance mechanisms in Model 7 and Model 8 are same with 

Model 1. The results of Model 7 and Model 8 are presented in Table 3.12 and 3.13 respectively. 

Model 9 tests the association between the intensity of shareholder activism and the level of 

CSR disclosure (also for its subdimensions). The independent variables (X) are the number of 

shareholder activism on environmental issues (ENVP), the number of shareholder activism on 

social issues (SOCP) and the number of shareholder activism on governance issues (GOVP).  

 

𝑌 = 𝛽0 + 𝛽1𝑋𝑖,𝑡 + 𝛽2𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽3𝐷𝑂𝑖,𝑡 + 𝛽4𝐷𝐹𝑖,𝑡 + 𝛽5𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 +
𝛽6𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 ×  𝑋𝑖,𝑡 + 𝛽7𝐷𝑂𝑖,𝑡 ×  𝑋𝑖,𝑡 + 𝛽8𝐷𝐹𝑖,𝑡 ×  𝑋𝑖,𝑡 + 𝛽9𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×  𝑋𝑖,𝑡 +
∑ 𝛽𝑛𝐶𝑂𝑁𝑉𝑖,𝑡 + 𝜀.……. Model 9 

 

Model 10 tests the association between the intensity of institutional or coordinated shareholder 

activism and the level of CSR disclosure (also for its subdimensions). The independent 

variables (XIN) denote the number of institutional shareholder activism (SPIN), the number of 

institutional shareholder activism on environmental issues (ENVPIN), the number of 

institutional shareholder activism on social issues (SOCPIN) and the number of institutional 

shareholder activism on governance issues (GOVPIN) respectively. The independent variables 

(XCF) denote the number of coordinated shareholder activism (SPCF), the number of 

coordinated shareholder activism on environmental issues (ENVPCF), the number of 

coordinated shareholder activism on social issues (SOCPCF) and the number of coordinated 

shareholder activism on governance issues (GOVPCF) respectively.  

 

𝑌 = 𝛽0 + 𝛽1𝑋𝐼𝑁𝑖,𝑡  +𝛽2𝑋𝐶𝐹𝑖,𝑡 + 𝛽3𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽4𝐷𝑂𝑖,𝑡 + 𝛽5𝐷𝐹𝑖,𝑡 + 𝛽6𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 +
𝛽7𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 ×  𝑋𝐼𝑁𝑖,𝑡 + 𝛽8𝐷𝑂𝑖,𝑡 × 𝑋𝐼𝑁𝑖,𝑡 + 𝛽9𝐷𝐹𝑖,𝑡 × 𝑋𝐼𝑁𝑖,𝑡 + 𝛽10𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×
 𝑋𝐼𝑁𝑖,𝑡 + 𝛽11𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 × 𝑋𝐶𝐹𝑖,𝑡 + 𝛽12𝐷𝑂𝑖,𝑡 × 𝑋𝐶𝐹𝑖,𝑡 + 𝛽13𝐷𝐹𝑖,𝑡 × 𝑋𝐶𝐹𝑖,𝑡 +

𝛽14𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×  𝑋𝐶𝐹𝑖,𝑡 + ∑ 𝛽𝑛𝐶𝑂𝑁𝑉𝑖,𝑡 + 𝜀. ……Model 10  
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The dependent variables, control variables and variables measuring corporate governance 

mechanisms of Model 9 and Model 10 are same with Model 1. The results of Model 9 and 

Model 10 are presented in Table 3.14 and 3.15 respectively. 

 

3.5 RESULTS AND ANALYSIS 

3.5.1 Descriptive statistics and univariate results 

Table 3.1 presents the definitions of variables and Table 3.2 presents the descriptive statistics 

for shareholder activism by year and industry. Statistics from both Panels A and B in Table 3.2 

show an increase in shareholder activism on social and environmental issues and a slight 

decrease in governance activism. Therefore, the results demonstrate increased concern 

regarding social and environmental issues and decreased concern for governance issues. 
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Table 3.1 Variable definitions 

Variable Definition 

Panel A: ESG Performance 

ESG Environmental, social and governance disclosure score (Bloomberg) 

E Environmental disclosure score (Bloomberg) 

S Social disclosure score (Bloomberg) 

G Governance disclosure score (Bloomberg) 

ESGDIS                               
The difference between environmental, social and governance disclosure score at 

t+1 and environmental, social and governance disclosure score at t. 

EDIS                                           
The difference between environmental disclosure score at t+1 and environmental 

disclosure score at t. 

SDIS                                            
The difference between social disclosure score at t+1 and social disclosure score 

at t. 

GDIS 
The difference between governance disclosure score at t+1 and governance 

disclosure score at t. 

Panel B: Shareholder Activism 

DXP DSP, DENVP, DSOCP and DGOVP 

DXIN DSPIN, DENVPIN, DSOCPIN and DGOVPIN 

DXCF DSPCF, DENVPCF, DSOCPCF and DGOVPCF 

X SP, ENVP, SOCP and GOVP 

XIN SPIN, ENVPIN, SOCPIN and GOVPIN 

XCF SPCF, ENVPCF, SOCPCF and GOVPCF 

DSP 
A dichotomous variable taking the value of 1 if at least one shareholder proposal 

is submitted (SEC website). 

DSPIN 
A dichotomous variable taking the value of 1 if at least one shareholder proposal 

is submitted by institutional investors (SEC website). 

DSPCF 
A dichotomous variable taking the value of 1 if at least one shareholder proposal 

is submitted by co-ordinated investors (SEC website). 

DENVP 
A dichotomous variable taking the value of 1 if at least one shareholder proposal 

on environmental issues is submitted (SEC website). 

DENVPIN 
A dichotomous variable taking the value of 1 if at least one shareholder proposal 

on environmental issues is submitted by institutional investors (SEC website). 

DENVPCF 
A dichotomous variable taking the value of 1 if at least one shareholder proposal 

on environmental issues is submitted by co-ordinated investors (SEC website). 

DSOCP 
A dichotomous variable taking the value of 1 if at least one shareholder proposal 

on social issues is submitted (SEC website). 

DSOCPIN 
A dichotomous variable taking the value of 1 if at least one shareholder proposal 

on social issues is submitted by institutional investors (SEC website). 

DSOCPCF 
A dichotomous variable taking the value of 1 if at least one shareholder proposal 

on social issues is submitted by co-ordinated investors (SEC website). 

DGOVP 
A dichotomous variable taking the value of 1 if at least one shareholder proposal 

on governance issues is submitted (SEC website). 

DGOVPIN 
A dichotomous variable taking the value of 1 if at least one shareholder proposal 

on governance issues is submitted by institutional investors (SEC website). 

DGOVPCF 
A dichotomous variable taking the value of 1 if at least one shareholder proposal 

on governance issues is submitted by co-ordinated investors (SEC website). 

DD 
A dichotomous variable taking the value of 1 if at least one shareholder proposal 

requesting disclosure (SEC website). 

DDENV 
A dichotomous variable taking the value of 1 if at least one shareholder proposal 

requesting disclosure on environmental issues (SEC website). 
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Table 3.1 continued   

DDGOV 
A dichotomous variable taking the value of 1 if at least one shareholder proposal 

requesting disclosure on governance issues (SEC website). 

DDX DD, DDENV, DDSOC and DDGOV 

SP The number of shareholder proposals submitted (SEC website). 

SPIN 
The number of shareholder proposals submitted by institutional investors (SEC 

website). 

SPCF 
The number of shareholder proposals submitted by co-ordinated investors (SEC 

website). 

ENVP 
The number of shareholder proposals on environmental issues submitted (SEC 

website). 

ENVPIN 
The number of shareholder proposals on environmental issues submitted by 

institutional investors (SEC website). 

ENVPCF 
The number of shareholder proposals on environmental issues submitted by co-

ordinated investors (SEC website). 

SOCP The number of shareholder proposals on social issues submitted (SEC website). 

SOCPIN 
The number of shareholder proposals on social issues submitted by institutional 

investors (SEC website). 

SOCPCF 
The number of shareholder proposals on social issues submitted by co-ordinated 

investors (SEC website). 

GOVP 
The number of shareholder proposals on governance issues submitted (SEC 

website). 

GOVPIN 
The number of shareholder proposals on governance issues submitted by 

institutional investors (SEC website). 

DGOVPCF 
The number of shareholder proposals on governance issues submitted by co-

ordinated investors (SEC website). 

Panel C: Firm Corporate Governance Characteristics 

BRDSIZE The total number of directors on board (MSCI GMI). 

DO The percentage of independent directors on board (MSCI GMI). 

DF The percentage of female directors on board (MSCI GMI). 

CEOINCENT 
The percentage of short-term and long-term incentives of CEO compensation 

(Compustat Execucomp). 

Panel D: Firm Characteristics 

FIRMSIZE The natural logarithm of total assets (Compustat). 

ROA Return on assets as EBIT deflated by lagged total assets (Compustat). 

LEV 
Total of short-term and long-term interest-bearing liabilities deflated by total 

assets (Compustat). 

PB Market value of equity deflated by book value of equity (Compustat). 

Table 3.1 Note: 

This table summarises the data requirements for this study and sources used to facilitate the construction of 

datasets. Variables refer to the identity of the associated data requirement with definitions regarding the 

nature of the associated data requirement. The sources used to facilitate the construction of such datasets are 

provided in brackets. 
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Table 3.2 Descriptive statistics 

Panel A: Shareholder Activism by Year 

Year SP SPIN SPCF SOCP SOCPIN SOCPCF ENVP ENVPIN ENVPCF GOVP GOVPIN GOVPCF 

2006 440 

(11.34%) 

219 

(11.03%) 

66 

(9.91%) 

130 

(11.22%) 

79 

(10.30%) 

40 

(10.10%) 

32 

(7.71%) 

14 

(5.62%) 

7 

(6.36%) 

297 

(11.86%) 

135 

(12.50%) 

23 

(10.70%) 

2007 447 

(11.52%) 

222 

(11.18%) 

64 

(9.61%) 

127 

(10.96%) 

88 

(11.47%) 

39 

(9.85%) 

50 

(12.05%) 

33 

(13.25%) 

9 

(8.18%) 

295 

(11.78%) 

120 

(11.11%) 

19 

(8.84%) 

2008 427 

(11.01%) 

217 

(10.93%) 

78 

(11.71%) 

140 

(12.08%) 

95 

(12.39%) 

56 

(14.14%) 

50 

(12.05%) 

30 

(12.05%) 

19 

(17.27%) 

258 

(10.30%) 

101 

(9.35%) 

16 

(7.44%) 

2009 488 

(12.58%) 

255 

(12.85%) 

83 

(12.46%) 

121 

(10.44%) 

89 

(11.60%) 

50 

(12.63%) 

32 

(7.71%) 

23 

(9.24%) 

11 

(10.00%) 

347 

(13.86%) 

145 

(13.43%) 

27 

(12.56%) 

2010 468 

(12.06%) 

260 

(13.10%) 

84 

(12.61%) 

118 

(10.18%) 

82 

(10.69%) 

45 

(11.36%) 

56 

(13.49%) 

41 

(16.47%) 

23 

(20.91%) 

322 

(12.86%) 

156 

(14.44%) 

30 

(13.95%) 

2011 366 

(9.43%) 

195 

(9.82%) 

78 

(11.71%) 

121 

(10.44%) 

81 

(10.56%) 

43 

(10.86%) 

54 

(13.01%) 

27 

(10.84%) 

11 

(10.00%) 

221 

(8.83%) 

101 

(9.35%) 

26 

(12.09%) 

2012 401 

(10.34%) 

200 

(10.08%) 

58 

(8.71%) 

125 

(10.79%) 

69 

(9.00%) 

37 

(9.34%) 

48 

(11.57%) 

25 

(10.04%) 

11 

(10.00%) 

257 

(10.26%) 

120 

(11.11%) 

16 

(7.44%) 

2013 418 

(10.77%) 

218 

(10.98%) 

71 

(10.66%) 

135 

(11.65%) 

93 

(12.13%) 

42 

(10.61%) 

38 

(9.16%) 

23 

(9.24%) 

8 

(7.27%) 

263 

(10.50%) 

115 

(10.65%) 

26 

(12.09%) 

2014 425 

(10.95%) 

199 

(10.03%) 

84 

(12.61%) 

142 

(12.25%) 

91 

(11.86%) 

44 

(11.11%) 

55 

(13.25%) 

33 

(13.25%) 

11 

(10.00%) 

244 

(9.74%) 

87 

(8.06%) 

32 

(14.88%) 

Total 3,880 1,985 666 1,159 767 396 415 249 110 2,504 1,080 215 

Panel B: Shareholder Activism by Industry 

Industry SP SPIN SPCF SOCP SOCPIN SOCPCF ENVP ENVPIN ENVPCF GOVP GOVPIN GOVPCF 

Agriculture, 

Forestry and 

Fishing 

12 

(0.31%) 

6 

(0.30%) 

3 

(0.45%) 

11 

(0.95%) 

6 

(0.78%) 

3 

(0.76%) 

3 

(0.72%) 

2 

(0.80%) 

2 

(1.82%) 

1 

(0.04%) 

0 

(0.00%) 

0 

(0.00%) 

Construction 79 

(2.04%) 

71 

(3.58%) 

13 

(1.95%) 

11 

(0.95%) 

9 

(1.17%) 

3 

(0.76%) 

12 

(2.89%) 

11 

(4.42%) 

4 

(3.64%) 

61 

(2.44%) 

53 

(4.91%) 

3 

(1.40%) 

Finance, 

Insurance and 

Real Estate 

660 

(17.01%) 

375 

(18.89%) 

107 

(16.07%) 

156 

(13.46%) 

122 

(15.91%) 

58 

(14.65%) 

21 

(5.06%) 

19 

(7.63%) 

6 

(5.45%) 

489 

(19.53%) 

240 

(22.22%) 

46 

(21.40%) 

Manufacturing 1506 

(38.81%) 

746 

(37.58%) 

311 

(46.70%) 

528 

(45.56%) 

342 

(44.59%) 

204 

(51.52%) 

174 

(41.93%) 

108 

(43.37%) 

60 

(54.55%) 

888 

(35.46%) 

344 

(31.85%) 

84 

(39.07%) 

Mining 18 

5(4.77%) 

135 

(6.80%) 

43 

(6.46%) 

64 

(5.52%) 

49 

(6.39%) 

25 

(6.31%) 

45 

(10.84%) 

34 

(13.65%) 

12 

(10.91%) 

96 

(3.83%) 

71 

(6.57%) 

11 

(5.12%)  
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Panel B continued 

Non 

-classifiable 

110 

(2.84%) 

23 

(1.16%) 

3 

(0.45%) 

24 

(2.07%) 

6 

(0.78%) 

1 

(0.25%) 

14 

(3.37%) 

8 

(3.21%) 

0 

(0.00%) 

77 

(3.08%) 

11 

(1.02%) 

2 

(0.93%) 

Retail Trade 421 

(10.85%) 

219 

(11.03%) 

57 

(8.56%) 

155 

(13.37%) 

94 

(12.26%) 

35 

(8.84%) 

44 

(10.60%) 

22 

(8.84%) 

8 

(7.27%) 

246 

(9.82%) 

116 

(10.74%) 

18 

(8.37%) 

Services 235 

(6.06%) 

127 

(6.40%) 

46 

(6.91%) 

65 

(5.61%) 

46 

(6.00%) 

26 

(6.57%) 

9 

(2.17%) 

7 

(2.81%) 

4 

(3.64%) 

170 

(6.79%) 

81 

(7.50%) 

20 

(9.30%) 

Transportation, 

Communications, 

Electric, Gas and 

Sanitary Service 

621 

(16.01%) 

248 

(12.49%) 

78 

(11.71%) 

135 

(11.65%) 

84 

(10.95%) 

40 

(10.10%) 

93 

(22.41%) 

38 

(15.26%) 

14 

(12.73%) 

437 

(17.45%) 

138 

(12.78%) 

27 

(12.56%) 

Wholesale Trade 51 

(1.31%) 

35 

(1.76%) 

5 

(0.75%) 

10 

(0.86%) 

9 

(1.17%) 

1 

(0.25%) 

0 

(0.00%) 

0 

(0.00%) 

0 

(0.00%) 

39 

(1.56%) 

26 

(2.41%) 

4 

(1.86%) 

Total 3,880 1,985 666 1,159 767 396 415 249 110 2,504 1,080 215 

Table 3.2 Note: 

Panel A provides descriptive statistics for shareholder activism among the sample of U.S. S&P 1500 firms during the 2006-2014 period by year. Panel B provides descriptive 

statistics for shareholder activism among the sample of U.S. S&P 1500 firms during the 2006-2014 period by industry. SPIN indicates shareholder proposal submitted by 

institutional shareholders and SPCF indicates shareholder proposal submitted by co-ordinated shareholders. ENVP indicates shareholder proposal on environmental issues, 

ENVPIN indicates shareholder proposal on environmental issues submitted by institutional shareholders, and ENVPCF indicates shareholder proposal on environmental 

issues submitted by co-ordinated shareholders. SOCP indicates shareholder proposal on social issues. SOCPIN indicates shareholder proposal on social issues submitted 

by institutional shareholder and. SOCPCF indicates shareholder proposal on social issues submitted by co-ordinated shareholders. GOVP indicates shareholder proposal 

on governance issues. GOVPIN indicates shareholder proposal on governance issues submitted by institutional shareholders and GOVPCF indicates shareholder proposal 

on governance issues submitted by co-ordinated shareholders. D indicates shareholder proposal requesting disclosure. DENV indicates shareholder proposal requesting 

disclosure on environmental issues. DSOC indicates shareholder proposal requesting disclosure on social issues. DGOV indicates shareholder proposal requesting 

disclosure on governance issues. 
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Table 3.3 presents the descriptive statistics for main variables. ESG ranges from 0.877 to 

76.033; E ranges from 0.775 to 82.171; S ranges from 3.125 to 79.688; and G ranges from 

3.571 to 85.714. The statistics show a relatively higher standard deviation of governance 

performance. BRDSIZE ranges from 0 to 34, and CEOINCENT ranges from 0.004 to 0.994. 

DO has a higher average than DF, meaning that most of the observations have outside directors 

whereas fewer of them have female directors. 
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Table 3.3 Descriptive statistics-continuous variables 

Variable Mean Std Dev. Min P25 P50 P75 Max 

ESG 19.489 11.783 0.877 11.842 14.050 21.992 76.033 

E 20.418 16.900 0.775 6.202 15.179 33.103 82.171 

S 17.250 14.477 3.125 8.333 13.333 22.807 79.688 

G 52.318 6.086 3.571 48.214 51.786 55.357 85.714 

BRDSIZE 9.514 2.458 3 8 9 11 34 

DO 0.726 0.154 0.222 0.625 0.750 0.857 0.923 

DF 0.122 0.099 0 0 0.111 0.182 0.400 

CEOINCENT 0.696 0.242 0.004 0.605 0.782 0.867 0.994 

FIRMSIZE 7.958 1.739 4.315 6.683 7.859 9.085 12.547 

ROA 0.107 0.090 -0.104 0.049 0.091 0.149 0.427 

LEV 0.220 0.187 0 0.057 0.192 0.333 0.801 

PB 2.916 3.381 -11.179 1.418 2.186 3.497 19.973 

Table 3.3 Note: 

This table provides descriptive statistics of the main continuous variables. ESG indicates ESG disclosure 

scores; E indicates environmental disclosure score; S indicates social disclosure score; and G indicates 

governance disclosure score. BRDSIZE indicates board size; DO indicates the percentage of outside directors 

on the board; DF indicates the percentage of female directors on the board; and CEOINCENT indicates the 

percentage of CEO options to the total compensation. FIRMSIZE, ROA, LEV and PB are control variables in 

the models. 
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Table 3.4 shows the correlation matrix. Panel A shows the Pearson correlation matrix whereas 

Panel B shows the Spearman correlation matrix. All the correlation coefficients are either not 

significant or less than 0.7. Therefore, there is no multicollinearity problem. 
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Table 3.4 Correlation matrix 

Panel A: Pearson Correlation Matrix  
BRDSIZE DO DF CEOINCENT FIRMSIZE ROA LEV PB 

BRDSIZE 1 
       

         

DO 0.108***  1 
      

 
0 

       

DF 0.276*** 0.196*** 1 
     

 
0 0 

      

CEOINCENT 0.152*** 0.193*** 0.164*** 1 
    

 
0 0 0 

     

FIRMSIZE 0.593*** 0.178*** 0.320*** 0.321*** 1 
   

 
0 0 0 0 

    

ROA -0.095*** -0.029*** 0.009 0.085*** -0.151*** 1 
  

 
0 0.005 0.393 0 0 

   

LEV 0.067*** 0.002 0.069*** 0.112*** 0.200*** -0.113*** 1 
 

 
0 0.819 0 0 0 0 

  

PB -0.040*** 0.012 0.045*** 0.083*** -0.083*** 0.313*** -0.020** 1  
0.0001 0.255 0 0 0 0 0.040 

 

Panel B: Spearman Correlation Matrix  
BRDSIZE DO DF CEOINCENT FIRMSIZE ROA LEV PB 

BRDSIZE 1 
       

         
DO 0.176*** 1 

      
 

0 
       

DF 0.317*** 0.234*** 1 
     

 
0 0 

      

CEOINCENT 0.235*** 0.203*** 0.190*** 1 
    

 
0 0 0 

     

FIRMSIZE 0.625*** 0.225*** 0.316*** 0.439*** 1 
   

 
0 0 0 0 

    

ROA -0.099*** -0.028*** 0.010 0.147*** -0.146*** 1 
  

 
0 0.009 0.355 0 0 

   

LEV 0.225*** 0.077*** 0.137*** 0.160*** 0.369*** -0.130*** 1 
 

 
0 0 0 0 0 0 

  

PB -0.043*** 0.023** 0.080*** 0.227*** -0.071*** 0.542*** -0.035*** 1  
0.0001 0.034 0 0 0 0 0.002 

 

Table 3.4 Note: 

Panels A and B provide the Pearson correlation matrix and Spearman correlation matrix, respectively. ***, ** and * indicate significance at the 1, 5 and 10 percent 

levels (two-tailed). 
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3.5.2 Results and analysis38 

Multivariate results from the models 

Column 1 of Table 3.5 displays key results from the model relating the overall shareholder 

proposals (DSP) to CSR disclosure or its sub dimensions, considering corporate governance 

mechanisms. The results show that DSP negatively relates to ESG (=-6.847, p-value<0.01), 

whereas DSP×BRDSIZE (=0.648, p-value<0.001) and DSP×DF (=11.597, p-value<0.001) 

positively relate to ESG, respectively.  

 

The results confirm social-political theories of voluntary disclosure in terms of the observed 

decreases in the disclosure level (Clarkson et al., 2008; Clarkson et al., 2011; Patten, 2002). 

Social political theory suggests that the extent of CSR disclosure relates to social and political 

pressure (Gray, Kouhy, & Lavers, 1995; Patten, 2002). These pressures threaten the legitimacy 

of companies, forcing them to deflect attention from adverse events or change public opinion 

through disclosure (Patten, 2002). Shareholder proposals are publicly accessible and can add a 

huge pressure to firms. Therefore, reducing information disclosure becomes a means for firms 

to avoid public scrutiny and decrease the chances of being targeted again in the future. 

 

The results also indicate that with large board size and sufficient female directors on the board, 

shareholder activism can improve the CSR disclosure score, even though shareholder activism 

will deteriorate CSR disclosure. The results are inconsistent with Jensen (1993) and Ahmed, 

Hossain, and Adams (2006) who argue that large board size reduces the effectiveness of 

communication, coordination and the decision-making process.  These results are consistent 

 
38 The negative ROA and PB have been excluded when running regression models. All continuous variables are 

winsorized at the 1% level. 
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with Setó‐Pamies (2015) and Coffey and Fryxell (1991) in that female directors are associated 

with the advancement of CSP. 

 

Columns 2-4 of Table 3.5 show the results of the associations between the presence of 

shareholder proposals on social (DSOCP), environmental (DENVP) and governance (DGOVP) 

issues and sub dimensions of CSR disclosure (E, S and G). DSOVP and DENVP do not 

significantly relate to E and S, respectively, whereas DGOVP negatively relates to G (=-3.024, 

p-value<0.05). Regarding the interaction effect, only DGOVP×BRDSIZE (=0.210, p-

value<0.01) and DGOVP×DF (=4.437, p-value<0.05) positively relate to G; no significant 

associations are found among other interactions. Therefore, the results demonstrate that the 

association between governance proposals and governance disclosure drives the association 

between DSP and ESG and the association between DSP × BRDSIZE and ESG, respectively. 

These results diverge from the findings of Gillan and Starks (2000) that governance proposals 

foster better governance performance. This study also finds that large board size and presence 

of female directors positively moderate the relationship between governance proposals and 

CSR disclosure, particularly regarding governance aspects. 
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Table 3.5 Results - shareholder activism and ESG disclosure 

 (1) (2) (3) (4) 

 ESG E S G 

DSP/ DENVP/ DSOCP/ DGOVP 

 

-6.847 

(-3.170)** 

-2.099 

(-0.240) 

-3.014 

(-0.630) 

-3.024 

(-2.280)* 

BRDSIZE 0.240 0.839 0.397 0.124 

 (3.630)*** (5.020)*** (3.780)*** (3.680)*** 

DO 4.314 4.697 7.649 2.714 

 (4.800)*** (2.020)* (5.210)*** (5.880)*** 

DF 12.328 28.863 14.476 4.344 

 (8.940)*** (8.500)*** (6.430)*** (6.140)*** 

CEOINCENT 1.602 4.349 3.085 1.163 

 (2.620)** (2.200)* (2.800)** (3.730)*** 

DSP/ DENVP/ DSOCP/ DGOVP ×BRDSIZE 0.648 

(4.700)*** 

0.484 

(0.900) 

0.424 

(1.490) 

0.210 

(2.620)** 

DSP/ DENVP/ DSOCP/ DGOVP ×DO 0.348 

(0.180) 

7.692 

(1.060) 

-0.566 

(-0.140) 

0.784 

(0.720) 

DSP/ DENVP/ DSOCP/ DGOVP ×DF 

 

11.597 

(3.370)*** 

 

-4.150 

(-0.310) 

 

-9.726 

(-1.310) 

 

4.437 

(2.210)* 

 
 

DSP/ DENVP/ DSOCP/ DGOVP 

×CEOINCENT 

1.211 

(0.730) 

-7.591 

(-1.290) 

3.306 

(0.960) 
 

0.468 

(0.460) 

FIRMSIZE 4.245 5.420 3.989 1.918 

 (39.130)*** (20.250)*** (22.750)*** (34.580)*** 

ROA 10.410 20.422 11.477 4.871 

 (6.690)*** (4.270)*** (4.260)*** (6.000)*** 

LEV -4.060 -4.356 -1.403 -1.984 

 (-5.500)*** (-2.060)* (-1.120) (-5.170)*** 

PB 0.292 0.347 0.200 0.148 

 (6.710)*** (3.320)*** (2.940)** (6.540)*** 

Constant -26.720 -64.440 -23.511 32.143 

 (-9.170)*** (-10.880)*** (-5.660)*** (21.120)*** 

IndustryDummy Yes Yes Yes Yes 

YearDummy Yes Yes Yes Yes 

Observations 6,233 2,665 4,331 6,227 

Adjusted R2 0.511 0.324 0.353 0.425 

F 233.170 46.580 85.220 165.220 

Table 3.5 Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). 

The estimated regressions are based on the below specific model: 

𝑌 = 𝛽0 + 𝛽1𝐷𝑋𝑃𝑖,𝑡 + 𝛽2𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽3𝐷𝑂𝑖,𝑡 + 𝛽4𝐷𝐹 + 𝛽5𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 + 𝛽6𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 ×  𝐷𝑋𝑃𝑖,𝑡 +

𝛽7𝐷𝑂𝑖,𝑡 ×  𝐷𝑋𝑃𝑖,𝑡 + 𝛽8𝐷𝐹 × 𝐷𝑋𝑃𝑖,𝑡+𝛽9𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×  𝐷𝑋𝑃𝑖,𝑡 + ∑ 𝛽𝑛𝐶𝑂𝑁𝑉𝑖,𝑡 + 𝜀.……. Model 1 

Model 1 tests the association between shareholder activism and the level of CSR disclosure (also for its 

subdimensions). Shareholder activism is measured by employing shareholder proposals. The level of CSR 

disclosure (Y) denote ESG, E, S and G respectively at t+1. The subdimensions include environmental disclosure 

level(E), social disclosure level (S) and governance disclosure level (G). DXP denote dummy variables for 

shareholder proposals (DSP), shareholder proposals on environmental issues (DENVP), shareholder proposals 

on social issues (DSOCP) and shareholder proposals on governance issues (DGOVP) respectively. DSP denotes 

the dummy variable taking value “1” if there are shareholder proposals and “0” otherwise. DENVP, DSOCP 

and DGOVP are dummy variables taking value “1” if there are shareholder proposals on environmental, social 

and governance issues respectively and “0” otherwise.  DO denotes the percentage of outside directors on board; 

BRDSIZE denotes the board size (the number of directors on board); CEOINCENT denotes the percentage of 

short-term and long-term incentives of CEO compensation to the total compensation; DO denotes the percentage 

of outside directors; DF denotes the percentage of female directors on board. CONV represents control variables 

including FIRMSIZE, ROA, LEV and PB. FIRMSIZE denotes firm size (the natural logarithm of total assets); 

ROA denotes return on assets (return on assets as EBIT deflated by lagged total assets); LEV denotes leverage 

(total of short-term and long-term interest-bearing liabilities deflated by total assets); PB denotes P/B ratio 

(Market value of equity deflated by book value of equity). All the independent variables, variables measuring 

corporate governance mechanisms and control variables are collected at t. i represents firm i, and t represents 
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the year when shareholder activism happens. t+1 represents one year after shareholder activism. The results are 

presented in Table 3.5.  
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The impact from different types of shareholder activism is also examined, namely DSPIN and 

DSPCF on CSR disclosure level and their sub dimensions. The results are shown in Table 3.6. 

While DSPIN and DSPCF do not relate to ESG, DSPIN× BRDSIZE positively relates to ESG 

(=0.531, p-value<0.01), revealing that a large board size will complement institutional 

shareholder activism to increase CSR disclosure level. Similarly, DSPIN×DF positively relates 

to ESG (=10.990, p-value<0.05), revealing that the existence of female directors will 

complement institutional shareholder activism to increase CSR disclosure level. Moreover, 

female directors show advantages over large board size in improving CSR transparency, which 

is illuminated by the higher coefficient (=10.990) of the interaction term (DSPIN×DF). 

However, DSPCF×BRDSIZE is not significantly associated with CSR disclosure level, 

indicating that even if the board size is large enough, coordinated shareholder activism still 

cannot improve CSR disclosure level effectively. According to stakeholder salience, the 

findings suggest that activism initiated by institutional shareholders but not coordinated 

shareholders is perceived as salient by the firms. Hence, institutional shareholders are able to 

solicit responses from firms in terms of increased CSR disclosure. Further, it indicates that 

salience is not the only factor to warrant significant corporate responses to shareholder activism. 

The impacts from other corporate governance mechanisms should also be accounted for when 

examining the effect of shareholder activism. It is important to note that the results can also be 

explained by the collective action problem that may exist among coordinated shareholders. 

Due to their diverse interests, coordinated shareholders are likely to have different and 

diverging perceptions regarding the benefits of CSR disclosure, causing lack of responses from 

the firms regarding their activism. 

 

In columns 2-4 of Table 3.6, proposals are split into sub samples, namely social proposals 

initiated by institutional shareholders (DSOCPIN), or coordinated shareholders (DSOCPCF), 
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environmental proposals initiated by institutional shareholders (DEVPIN), or coordinated 

shareholders (DEVPCF), governance proposals initiated by institutional shareholders 

(DGOVPIN) or coordinated shareholders (DGOVPCF). DSOCPIN, DEVPIN, DEVPCF, 

DGOVPIN and DGOVPCF do not relate to E, S and G, respectively. Social proposals 

(DSOCPCF) negatively relates to social disclosure (S) (=-22.750, p-value<0.05), indicating 

the existence of the collective action problem among coordinated shareholders. The results 

document that DENVPIN×BRDSIZE (=1.559, p-value<0.05) positively relates to E, meaning 

that a large board size facilitates transparency of environmental disclosure when firms face 

institutional shareholder activism on environmental issues. DSOCPCF×CEOINCENT strongly 

and positively relates to S (=34.899, p-value<0.001), whereas other interaction terms do not 

significantly relate to their sub dimensions. The results, therefore, illustrate that CEO 

compensation linked to short and long-term performance can mitigate the deficiency of 

coordinated shareholder activism and address the collective action problem, thus leading to 

improved social disclosure. Moreover, social performance has a more intensive influence on 

stakeholders’ perceptions (Hillman & Keim, 2001; Servaes & Tamayo, 2013) and hence can 

aid corporate reputation more significantly. Therefore, from a managerial perspective, it is 

beneficial to increase social disclosure to ease the negative effect from shareholder activism. 
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Table 3.6 Results - institutional and coordinated shareholder activism and CSR disclosure level 

 (1) (2) (3) (4) 

 ESG E S G 

DSPIN/ DENVPIN/ DSOCPIN/ 

DGOVPIN 

-3.729 

(-1.210) 

-11.745 

(-0.930) 

6.507 

(0.920) 

-2.179 

(-1.030) 

DSPCF/DENVPCF/ DSOCPCF/ 

DGOVPCF 

-3.245 

(-0.640) 

24.993 

(1.140) 

-22.750 

(-2.170) * 

0.170 

(0.050) 

BRDSIZE 0.291 0.803 0.422 0.146 

 (4.500)*** (4.850)*** (4.080)*** (4.440)*** 

DO 4.778 5.211 7.610 2.859 

 (5.430)*** (2.260)* (5.250)*** (6.340)*** 

DF 12.890 28.800 13.987 4.494 

 (9.580)*** (8.550)*** (6.290)*** (6.540)*** 

CEOINCENT 1.524 4.313 2.954 1.171 

 (2.52)* (2.230)* (2.710)** (3.800)*** 

DSPIN/ DENVPIN/ DSOCPIN/ 

DGOVPIN× BRDSIZE 

 

0.531 

(2.650)** 

 

1.559 

(2.030)* 

 

0.429 

(0.960) 

 

0.111 

(0.930) 

 

DSPIN/ DENVPIN/ DSOCPIN/ 

DGOVPIN × DO 

-2.055 

(-0.780) 

5.031 

(0.450) 

-2.935 

(-0.480) 

-1.128 

(-0.740) 

 

DSPIN/DENVPIN/ 

DSOCPIN/DGOVPIN × DF 

10.990 

(2.250)* 

-0.253 

(-0.010) 

2.375 

(0.220) 

5.009 

(1.690) 

 

DSPIN/ DENVPIN/ 

DSOCPIN/DGOVPIN 

×CEOINCENT 

 

-0.125 

(-0.050) 

 

-10.226 

(-1.150) 

 

-8.676 

(-1.790) 

 

1.743 

(1.010) 

DSPCF/ DENVPCF/ DSOCPCF/ 

DGOVPCF× BRDSIZE 

0.130 

(0.400) 

-0.130 

(-0.090) 

-0.223 

(-0.350) 

-0.026 

(-0.090) 

DSPCF/DENVPCF/ DSOCPCF/ 

DGOVPCF ×DO 

-1.441 

(-0.340) 

-10.250 

(-0.580) 

1.060 

(0.120) 

4.318 

(1.400) 

DSPCF/ DENVPCF/ 

DSOCPCF/DGOVPCF×DF 

-2.056 

(-0.240) 

-37.048 

(-0.980) 

-26.242 

(-1.600) 

0.853 

(0.130) 

DSPCF/ DENVPCF/ DSOCPCF 

× CEOINCENT 

 

4.347 

(1.140) 

-11.864 

(-0.800) 

34.899 

(4.710)*** 

-3.124 

(-1.140) 

FIRMSIZE 4.468 5.478 4.045 1.975 

 (42.000)*** (20.640)*** (23.490)*** (36.430)*** 

ROA 10.510 19.707 11.530 4.891 

 (6.710)*** (4.110)*** (4.280)*** (6.010)*** 

LEV -4.196 -4.139 -1.336 -2.006 

 (-5.660)*** (-1.960) (-1.070) (-5.210)*** 

PB 0.302 0.354 0.192 0.150 

 (6.890)*** (3.380)*** (2.820)** (6.580)*** 

Constant -28.953 -67.597 -25.285 32.110 

 (-9.820)*** (-10.950)*** (-6.100)*** (20.990)*** 

IndustryDummy Yes Yes Yes Yes 

YearDummy Yes Yes Yes Yes 

Observations 6,233 2,665 4,331 6,227 

Adjusted R2 0.505 0.324 0.355 0.422 

F 193.300 39.670 73.140 138.840 

Table 3.6 Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). 

The estimated regressions are based on the below specific model: 

𝑌 = 𝛽0 + 𝛽1𝐷𝑋𝐼𝑁𝑖,𝑡 + 𝛽2𝐷𝑋𝐶𝐹𝑖,𝑡 + 𝛽3𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽4𝐷𝑂𝑖,𝑡 + 𝛽5𝐷𝐹𝑖,𝑡 + 𝛽6𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 +

𝛽7𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 ×  𝐷𝑋𝐼𝑁𝑖,𝑡 + 𝛽8𝐷𝑂𝑖,𝑡 × 𝐷𝑋𝐼𝑁𝑖,𝑡 + 𝛽9𝐷𝐹𝑖,𝑡 ×  𝐷𝑋𝐼𝑁𝑖,𝑡 + 𝛽10𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 × 𝐷𝑋𝐼𝑁𝑖,𝑡 +

𝛽11𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 ×  𝐷𝑋𝐶𝐹𝑖,𝑡 + 𝛽12𝐷𝑂𝑖,𝑡 ×  𝐷𝑋𝐶𝐹𝑖,𝑡 + 𝛽13𝐷𝐹𝑖,𝑡 ×  𝐷𝑋𝐶𝐹𝑖,𝑡 + 𝛽14𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×  𝐷𝑋𝐶𝐹𝑖,𝑡 +
∑ 𝛽𝑛𝐶𝑂𝑁𝑉𝑖,𝑡 + 𝜀. ……Model 2 

Model 2 tests the association between institutional or coordinated shareholder activism and the level of CSR 

disclosure (also for its subdimensions). Shareholder activism is measured by employing shareholder proposals. 
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The level of CSR disclosure (Y) denote ESG, E, S and G respectively at t+1. The subdimensions include 

environmental disclosure level(E), social disclosure level(S) and governance disclosure level(G). DXIN denote 

dummy variables for shareholder proposals submitted by institutional shareholders (DSPIN), shareholder 

proposals on environmental issues submitted by institutional shareholders (DENVPIN), shareholder proposals 

on social issues submitted by institutional shareholders (DSOCPIN) and shareholder proposals on governance 

issues submitted by institutional shareholders (DGOVPIN) respectively. DXCF denote dummy variables for 

shareholder proposals submitted by coordinated shareholders (DSPCF), shareholder proposals on environmental 

issues submitted by coordinated shareholders (DENVPCF), shareholder proposals on social issues submitted by 

coordinated shareholders (DSOCPCF) and coordinated shareholder proposals on governance issues 

(DGOVPCF) respectively. DSPIN denotes the dummy variable taking value “1” if there are shareholder 

proposals submitted by institutional shareholders and “0” otherwise. DSPCF denotes the dummy variable taking 

value “1” if there are shareholder proposals submitted by coordinated shareholders and “0” otherwise. 

DENVPIN, DSOCPIN and DGOVPIN are dummy variables taking value “1” if there are shareholder proposals 

on environmental, social and governance issues submitted by institutional shareholders and “0” otherwise. 

DENVPCF, DSOCPCF and DGOVPCF are dummy variables taking value “1” if there are shareholder proposals 

on environmental, social and governance issues respectively submitted by coordinated shareholders and “0” 

otherwise. DO, BRDSZIE and CEOINCENT and DF represent the percentage of outside directors, the number of 

directors, the percentage of CEO short-term and long-term incentive to the total compensation and the percentage 

of female directors on board respectively. CONV denotes control variables, namely FIMRSIZE, LEV, PB and 

ROA. FIRMSIZE denotes firm size (the natural logarithm of total assets); ROA denotes return on assets (return 

on assets as EBIT deflated by lagged total assets); LEV denotes leverage (total of short-term and long-term 

interest-bearing liabilities deflated by total assets); PB denotes P/B ratio (Market value of equity deflated by book 

value of equity). i represents the company. t represents the year when shareholder proposals handed in. All the 

independent variables, variables measuring corporate governance mechanisms and control variables are 

collected at t. i represents firm i, and t represents the year when shareholder activism happens. t+1 represents 

one year after shareholder activism. The results are presented in Table 3.6.  
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Table 3.7 presents results of the associations between shareholder activism and changes in CSR 

disclosure. The results show that DSP does not relate to ESGDIS significantly, meaning that 

shareholder activism does not relate to changes in CSR disclosure. The results suggest that the 

risk management behaviour conducted by firms  is similar to earnings management or earnings 

smoothing. Khurana, Pereira, and Zhang (2018) argue that earnings smoothing helps to reduce 

volatility of earnings and the risk level perceived by investors. Analogous to this, maintaining 

a stable level of CSR disclosure could also reduce CSR risks perceived by shareholder activists, 

thereby increasing the confidence and trust of the public. However, DSP×CEOINCENT is 

negatively associated with ESGDIS (=-1.807, p-value<0.01), indicating financial incentives 

reduce changes in CSR disclosure when confronted with shareholder activism. The results 

therefore show that CEO incentives render the disclosure level more stable over time. The 

results are contrary to Bergstresser and Philippon (2006), who find that CEO incentives 

increase earnings management behaviour, another type of risk management  behaviour. The 

reason for this difference is that earnings are closely and directly related to CEO pay, thus 

incentivising tactical management behaviour. The stability of CSR disclosure level, however, 

directly influences the expectations and confidence of shareholders regarding corporate 

reputation, which in turn could affect both CEO job security and pay level. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



163 

 

Table 3.7 Results- shareholder activism and changes in CSR disclosure level 

 (1) (2) (3) (4) 

 ESGDIS EDIS SDIS GDIS 

DSP/ DENVP/ DSOCP/ DGOVP 0.630 

(0.700) 

0.294 

(0.070) 

0.577 

(0.220) 

-0.766 

(-0.790) 

BRDSIZE 0.011 0.054 -0.051 0.043 

 (0.390) (0.660) (-0.880) (1.740) 

DO 0.170 -0.428 0.502 0.518 

 (0.450) (-0.380) (0.620) (1.540) 

DF 0.540 -1.588 -0.301 -0.082 

 (0.940) (-0.950) (-0.240) (-0.160) 

CEOINCENT 0.658 0.274 1.057 -0.131 

 (2.510) * (0.280) (1.700) (-0.560) 

DSP/DENVP/DSOCP/ DGOVP×BRDSIZE 0.104 

(1.830) 

0.155 

(0.590) 

0.201 

(1.320) 

0.002 

(0.030) 

DSP/DENVP/DSOCP/DGOVP ×DO 0.315 4.650 -1.636 -0.200 

 (0.400) (1.320) (-0.740) (-0.250) 

DSP/DENVP/DSOCP/DGOVP ×DF -1.619 -8.020 -6.980 1.951 

 (-1.150) (-1.240) (-1.760) (1.360) 

DSP/DENVP/DSOCP/DGOVP× 

CEOINCENT  

-1.807 -4.590 -0.594 1.031 

 (-2.600)** (-1.660) (-0.320) (1.380) 

FIRMSIZE 0.253 0.092 0.180 0.032 

 (5.570)*** (0.700) (1.860) (0.800) 

ROA 1.165 0.197 1.598 0.105 

 (1.750) (0.080) (1.050) (0.170) 

LEV -0.085 -0.270 0.748 -0.029 

 (-0.280) (-0.260) (1.070) (-0.100) 

PB 0.026 0.082 0.017 -0.0002 

 (1.450) (1.580) (0.450) (-0.01) 

Constant -2.630 0.358 -0.469 -2.095 

 (-2.240)* (0.120) (-0.210) (-1.960)* 

IndustryDummy Yes Yes Yes Yes 

YearDummy Yes Yes Yes Yes 

Observations 5,719 2,327 3,956 5,712 

Adjusted R2 0.033 0.011 0.001 0.011 

F 7.936 1.944 1.139 3.198 

Table 3.7 Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). 

The estimated regressions are based on the below specific models: 

𝑌 = 𝛽0 + 𝛽1𝐷𝑋𝑃𝑖,𝑡 + 𝛽2𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽3𝐷𝑂𝑖,𝑡 + 𝛽4𝐷𝐹 + 𝛽5𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 + 𝛽6𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 ×  𝐷𝑋𝑃𝑖,𝑡 +

𝛽7𝐷𝑂𝑖,𝑡 ×  𝐷𝑋𝑃𝑖,𝑡 + 𝛽8𝐷𝐹 × 𝐷𝑋𝑃𝑖,𝑡+𝛽9𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×  𝐷𝑋𝑃𝑖,𝑡 + ∑ 𝛽𝑛𝐶𝑂𝑁𝑉𝑖,𝑡  +  𝜀.……. Model 3. Model 3 

tests the associations between shareholder activism and the change of CSR disclosure level (also for its 

subdimensions). Shareholder activism is measured by employing shareholder proposals. Y, is measured by the 

difference between CSR disclosure score at t+1 and CSR disclosure score at t (ESGDIS).For subdimensions, Y is 

measured by the difference between environmental disclosure score at t+1 and environmental disclosure score at 

t (EDIS), the difference between social disclosure score at t+1 and social disclosure score at t (SDIS) and the 

difference between governance disclosure score at t+1 and governance disclosure score at t (GDIS). DXP denote 

dummy variables for shareholder proposals (DSP), shareholder proposals on environmental issues (DENVP), 

shareholder proposals on social issues (DSOCP) and shareholder proposals on governance issues (DGOVP) 

respectively. DSP denotes the dummy variable taking value “1” if there are shareholder proposals and “0” 

otherwise. DENVP, DSOCP and DGOVP are dummy variables taking value “1” if there are shareholder 

proposals on environmental, social and governance issues respectively and “0” otherwise. DO denotes the 

percentage of outside directors; BRDSIZE denotes the board size (the number of directors on board); 

CEOINCENT denotes the percentage of short-term and long-term incentives of CEO compensation to the total 

compensation; DF denotes the percentage of female directors on board. CONV represents control variables 

including FIRMSIZE, ROA, LEV and PB. FIRMSIZE denotes firm size (the natural logarithm of total assets); 

ROA denotes return on assets (return on assets as EBIT deflated by lagged total assets); LEV denotes leverage 

(total of short-term and long-term interest-bearing liabilities deflated by total assets); PB denotes P/B ratio 
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(Market value of equity deflated by book value of equity).  All the independent variables, variables measuring 

corporate governance mechanisms and control variables are collected at t. i represents firm i, and t represents 

the year when shareholder activism happens. t+1 represents one year after shareholder activism. The results are 

presented in Table 3.7.  
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Table 3.8 shows the associations between institutional or coordinated shareholder activism and 

changes in CSR disclosure level. It also presents the interacting effects from corporate 

governance mechanisms, namely, board size (BRDSIZE), the percentage of outside directors 

(DO), the percentage of CEO options to total compensation (CEOINCENT) and the percentage 

of female directors on the board (DF) on the associations. Both DSPIN and DSPCF are not 

significantly associated with ESGDIS. The results document that DSPCF×DF is negatively 

related to ESGDIS (=-9.516, p-value<0.01). The results indicate that given a sufficient 

number of female directors on the board, institutional shareholder activism does not relate to 

changes of CSR disclosure level, whereas coordinated shareholder activism decreases changes 

of CSR disclosure. DENVPIN×DO positively relates to EDIS (=12.290, p-value<0.05), 

indicating that institutional shareholder activism can increase the changes of environmental 

disclosure level given there are a large number of outside directors on the board.  

 

The interaction between institutional shareholder activism and other corporate governance 

mechanisms and the interaction between coordinated shareholder activism and other corporate 

governance mechanisms are associated with different corporate responses. This is probably due 

to their salience and conflicts of interest among the group members. There are several possible 

explanations regarding the different corporate responses observed. First and foremost, with 

institutional shareholders having more power and hence better access to information, they are 

likely to have more in-depth knowledge of corporate operations, and hence it is relatively easy 

for firms to engage these shareholders through disclosure. On the contrary, due to diverse 

interests of coordinated shareholders, firms may find it hard to engage with them effectively to 

arrive at a CSR position that is beneficial for all of these shareholders. Secondly, institutional 

shareholders have more united interests and hence disclosure is likely to result in a consistent 

message to them, whereas disclosure received by coordinated shareholders is likely to be 
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interpreted in an ambiguous or unintended manner. These results provide evidence that CSR 

disclosure should be increased in response to institutional shareholders given a sufficiently 

large board size. The third perspective is informational asymmetry. Firms with desirable 

corporate governance mechanisms have the incentive to disclose more to signal good CSR to 

institutional shareholders to reduce informational asymmetry and ameliorate their reputation 

in response to shareholder activism. This is because institutional shareholder activism is likely 

to be driven by common concerns or interests (i.e. shareholder value), whereas coordinated 

shareholder activism can be driven by diverse issues and interests. CSR disclosure is unlikely 

to cater to all interests. Firms typically try to reduce the amount of disclosure in order to avoid 

confusing coordinated shareholders, making it hard for them to make an informed assessment 

of corporate activities, also making it difficult for them to divest from the firms due to the 

inherent uncertainty involved.  

 

Overall, the results provide evidence that shareholder activism agitated by different 

shareholders leads to different levels of the overall CSR disclosure level and environmental 

disclosure level. The results are consistent with stakeholder salience theory. Additionally, there 

is evidence of the collective action problem, with coordinated shareholder activism involving 

a large number of members with different interests leading to less efficient monitoring activities. 

As a result, firms are able to exacerbate informational asymmetry through reduced disclosure 

level. In fact, it is the lack of collective interests from coordinated shareholder activists and the 

risk of diverging perceptions of them regarding corporate governance that causes firms to 

choose a conservation position and reduce changes of their disclosure. 
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The results depict that outside directors and board size do not moderate the association between 

DSPIN or DSPCF and ESGDIS respectively, implying that these mechanisms do not increase 

or decrease changes of CSR transparency. Consistent with Dalton et al. (2003), the results 

indicate that outside directors and board size can mitigate the effect of shareholder activism on 

CSR disclosure. The results confirm the findings of Giannarakis (2014) and Jizi et al. (2014) 

regarding the lack of effectiveness of outside directors in monitoring CSR issues, resulting in 

significant managerial reactions after both coordinated shareholder activism and institutional 

shareholder activism. These results also suggest that multiple mechanisms tend to stabilise the 

CSR disclosure level. 

 

Interestingly, the existence of female directors on the board decreases changes in CSR 

disclosure to a greater extent in response to coordinated shareholder activism. This also means 

that female directors do not complement coordinated shareholder activism to increase CSR 

transparency. The results therefore are contrary to Fernandez-Feijoo, Romero, and Ruiz-

Blanco (2014) . In addition to the diverse interests among coordinated shareholders, one 

possible explanation is that female directors are not interested in all aspects of CSR. Williams 

(2003) suggests that women are less interested in public policies and environmental issues and 

more interested in community issues. Shareholder activism with the form of proposals typically 

involves lobbying and environmental aspects, which are less likely to attract attention from 

female directors. Hence, female directors may lead to the stabilization of CSR disclosure level 

under coordinated shareholder activism.  

 

These results are also contrary to the literature proposing that the coordination of shareholders 

leads to better monitoring activities (Huang, 2013; Neubaum & Zahra, 2006). The difference 
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between prior research and this chapter is that the former focuses on attributes of coordinated 

shareholders, namely power and legitimacy (Neubaum & Zahra, 2006), whereas this chapter 

explores a particular strategy adopted by coordinated shareholders - handing in shareholder 

proposals. From a managerial perspective, shareholder proposals may represent a negative 

event with inherent reputational risks. As a result, firms generally employ a conservative 

approach to address these proposals. Furthermore, shareholder activism through proposals may 

require costly negotiations and communications among shareholders, reducing monitoring 

efficiency.  
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Table 3.8 Results-institutional and coordinated shareholder activism and changes in CSR disclosure level 

 (1) (2) (3) (4) 

 ESGDIS EDIS SDIS GDIS 

DSPIN/DENVPIN/DOSCPIN/DGOVPIN -0.380 -1.537 0.397 -0.908 

 (-0.290) (-0.25) (0.100) (-0.580) 

DSPCF/DENVPCF/DOSCPCF/ DGOVPCF 0.980 

(0.470) 

4.675 

(0.440) 

-0.940 

(-0.170) 

1.052 

(0.400) 

BRDSIZE 0.010 0.054 -0.053 0.045 

 (0.380) (0.670) (-0.940) (1.870) 

DO 0.231 -0.341 0.541 0.474 

 (0.640) (-0.310) (0.680) (1.450) 

DF 0.733 -1.486 -0.226 -0.024 

 (1.310) (-0.900) (-0.180) (-0.050) 

CEOINCENT 0.507 0.209 0.810 -0.096 

 (1.97) (0.220) (1.310) (-0.420) 

DSPIN/ DENVPIN/ DOSCPIN/ 

DGOVPIN×BRDSIZE 

0.145 0.046 0.129 0.005 

 (1.700) (0.120) (0.530) (0.060) 

DSPIN/ DENVPIN/DOSCPIN/DGOVPIN×DO 0.413 12.290 -1.664 -0.186 

 (0.380) (2.310) * (-0.510) (-0.170) 

DSPIN/ DENVPIN/ DOSCPIN/DGOVPIN ×DF -1.647 -16.580 -9.274 3.952 

 (-0.820) (-1.890) (-1.600) (1.860) 

DSPIN/ DENVPIN/DOSCPIN/ DGOVPIN × 

CEOINCENT 

-1.347 -5.710 1.130 0.966 

 (-1.300) (-1.400) (0.430) (0.760) 

DSPCF/ DENVPCF/DOSCPCF/ DGOVPCF× 

BRDSIZE 

0.046 0.460 0.187 -0.234 

 (0.350) (0.690) (0.550) (-1.220) 

DSPCF/ DENVPCF/ DOSCPCF/ DGOVPCF × 

DO 

-1.000 -15.750 -3.313 2.295 

 (-0.580) (-1.740) (-0.680) (1.060) 

DSPCF/ DENVPCF/ DOSCPCF/ DGOVPCF × 

DF 

-9.516 23.782 -4.009 -5.910 

 (-2.770) ** (1.230) (-0.460) (-1.320) 

DSPCF/DENVPCF / DOSCPCF/ DGOVPCF × 

CEOINCENT 

1.278 -1.698 3.017 0.313 

 (0.820) (-0.240) (0.760) (0.16) 

FIRMSIZE 0.270 0.089 0.182 0.044 

 (6.080) *** (0.690) (1.920) (1.120) 

ROA 1.097 -0.057 1.691 0.094 

 (1.650) (-0.020) (1.110) (0.150) 

LEV -0.057 -0.406 0.806 -0.043 

 (-0.180) (-0.380) (1.160) (-0.150) 

PB 0.028 0.089 0.013 0.002 

 (1.520) (1.710) (0.340) (0.100) 

Constant -2.647 0.761 0.017 -2.351 

 (-2.250) * (0.250) (0.010) (-2.180) * 

IndustryDummy Yes Yes Yes Yes 

YearDummy Yes Yes Yes Yes 

Observations 5,719 2,327 3,956 5,712 

Adjusted R2 0.034 0.013 0.001 0.011 

F 7.040 1.919 1.165 2.880 

Table 3.8 Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). 

The estimated regressions are based on the below specific model:  

𝑌 = 𝛽0 + 𝛽1𝐷𝑋𝐼𝑁𝑖,𝑡 + 𝛽2𝐷𝑋𝐶𝐹𝑖,𝑡 + 𝛽3𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽4𝐷𝑂𝑖,𝑡 + 𝛽5𝐷𝐹𝑖,𝑡 + 𝛽6𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 +

𝛽7𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 ×  𝐷𝑋𝐼𝑁𝑖,𝑡 + 𝛽8𝐷𝑂𝑖,𝑡 × 𝐷𝑋𝐼𝑁𝑖,𝑡 + 𝛽9𝐷𝐹𝑖,𝑡 ×  𝐷𝑋𝐼𝑁𝑖,𝑡 + 𝛽10𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 × 𝐷𝑋𝐼𝑁𝑖,𝑡 +

𝛽11𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 ×  𝐷𝑋𝐶𝐹𝑖,𝑡 + 𝛽12𝐷𝑂𝑖,𝑡 ×  𝐷𝑋𝐶𝐹𝑖,𝑡 + 𝛽13𝐷𝐹𝑖,𝑡 ×  𝐷𝑋𝐶𝐹𝑖,𝑡 + 𝛽14𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×  𝐷𝑋𝐶𝐹𝑖,𝑡 +
∑ 𝛽𝑛𝐶𝑂𝑁𝑉𝑖,𝑡 + 𝜀. ……Model 4  
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Model 4 tests the associations between institutional or coordinated shareholder activism and the change of CSR 

disclosure level (also for its subdimensions). Shareholder activism is measured by employing shareholder 

proposals. Y, is measured by the difference between CSR disclosure score at t+1 and CSR disclosure score at t 

(ESGDIS).For subdimensions, Y is measured by the difference between environmental disclosure score at t+1 

and environmental disclosure score at t (EDIS), the difference between social disclosure score at t+1 and social 

disclosure score at t (SDIS) and the difference between governance disclosure score at t+1 and governance 

disclosure score at t (GDIS). DXIN denote dummy variables for shareholder proposals submitted by institutional 

shareholders (DSPIN), shareholder proposals on environmental issues submitted by institutional shareholders 

(DENVPIN), shareholder proposals on social issues submitted by institutional shareholders (DSOCPIN) and 

shareholder proposals on governance issues submitted by institutional shareholders (DGOVPIN) respectively. 

DXCF denote dummy variables for shareholder proposals submitted by coordinated shareholders (DSPCF), 

shareholder proposals submitted by coordinated shareholders on environmental issues (DENVPCF), shareholder 

proposals submitted by coordinated shareholders on social issues (DSOCPCF) and shareholder proposals 

submitted by coordinated shareholders on governance issues (DGOVPCF) respectively. DSPIN denotes the 

dummy variable taking value “1” if there are shareholder proposals submitted by institutional shareholders and 

“0” otherwise. DSPCF denotes the dummy variable taking value “1” if there are shareholder proposals submitted 

by coordinated shareholders and “0” otherwise. DENVPIN, DSOCPIN and DGOVPIN are dummy variables 

taking value “1” if there are shareholder proposals submitted by institutional shareholders on environmental, 

social and governance respectively and “0” otherwise. DENVPCF, DSOCPCF and DGOVPCF are dummy 

variables taking value “1” if there are shareholder proposals submitted by coordinated shareholders on 

environmental, social and governance issues respectively and “0” otherwise. DO denotes the percentage of 

outside directors; BRDSIZE denotes the board size (the number of directors on board); CEOINCENT denotes the 

percentage of short-term and long-term incentives of CEO compensation to the total compensation; CONV 

represents control variables including FIRMSIZE, ROA, LEV and PB. FIRMSIZE denotes firm size (the natural 

logarithm of total assets); ROA denotes return on assets (return on assets as EBIT deflated by lagged total assets); 

LEV denotes leverage (total of short-term and long-term interest-bearing liabilities deflated by total assets); PB 

denotes P/B ratio (Market value of equity deflated by book value of equity). All the independent variables, 

variables measuring corporate governance mechanisms and control variables are collected at t. i represents firm 

i, and t represents the year when shareholder activism happens. t+1 represents one year after shareholder 

activism. The results are presented in Table 3.8.  
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Overall, Table 3.5 to Table 3.6 show that female directors and short-term and long-term CEO 

incentives are associated with higher CSR disclosure level (compared to industry peers). These 

results are consistent with Jizi (2017) who proposes that female directors can positively 

influence CSR disclosure in firms. The results are also consistent with  McGuire et al. (2003) 

who find that long-term incentives favorably affect CSR engagements.  

 

Table 3.7 shows that short-term and long-term CEO incentives tend to decrease changes in 

CSR disclosure level after shareholder activism. Table 3.8 shows that female directors decrease 

CSR disclosure level over time (1-year period) after coordinated shareholder activism.  

 

Additional test with proposals requesting disclosure 

Additional tests are conducted with the subsample of shareholder proposals that specifically 

request CSR disclosure or reporting, in order to assess whether these shareholder proposals 

(DD) affect CSR disclosure and the changes of CSR disclosure level. The reason to do so is to 

examine whether shareholder proposals requesting CSR disclosure or reporting drive the 

association between shareholder activism and CSR disclosure level. Table 3.9 presents whether 

these proposals influence the CSR disclosure level whereas Table 3.10 presents whether these 

proposals influence the changes in CSR disclosure level as a robustness test to the results 

presented in Table 3.9.  

 

The new results show that proposals asking for higher level of CSR disclosure are not 

associated with a higher level of CSR disclosure. Similar results are also found with sub 

dimensions of CSR. Nevertheless, DD×BRDSIZE positively relates to ESG (β =0.512, p-

value<0.05), meaning that large board size complements disclosure-focused shareholder 
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proposals in enhancing CSR disclosure. DDENV×DO positively relates to E (β =22.430, p-

value<0.05), indicating that outside directors complement shareholder proposals focused on 

environmental disclosure and lead to an increase in environmental disclosure level. This is 

possibly because outside directors have a strong interest in environmental issues and create a 

complementary and reinforcing force to elicit corporate response in the form of increased 

environmental disclosure. However, the same cannot be said regarding social-focused 

shareholder proposals, as there is no association between DDSOC×DF and S. This is possibly 

caused by the combination of negative signals from proposals on social reporting and the 

presence of female directors on the board. Specifically, proposals requesting social disclosure 

are not supported by female directors who are not concerned with public policy issues such as 

lobbying activities. 

 

Table 3.10 shows that DD×CEOINCENT negatively relates to ESGDIS (β =-2.682, p-

value<0.05). This indicates that shareholder proposals requesting disclosure decrease the CSR 

disclosure level if CEO incentives are linked to corporate short-term and long-term 

performance. These results are consistent with Table 3.7. DD ×CEOINCENT negatively relates 

to ESGDIS with a higher absolute value of coefficient than DSP×CEOINCENT in Table 3.7. 

This therefore indicates that the relationship among shareholder activism, CEO incentives and 

CSR disclosure is driven primarily by proposals requesting disclosure. Additionally, 

DDGOV×BRDSIZE is negatively related to GDIS (β =-0.680, p-value<0.001), indicating that 

governance proposals are associated with reduced changes in governance disclosure level given 

a sufficiently large board size. This indicates that a large board size helps reduce changes of 

governance disclosure after shareholder activism requesting governance disclosure.  
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Taken together, results from Table 3.9 and Table 3.10 illustrate that shareholder proposals 

requesting CSR disclosure or reporting do not influence the level or change in disclosure. The 

results nonetheless suggest that board size (BRDSIZE, β=0.323, p-value<0.001), female 

directors (DF, β=13.770, p-value<0.001), outside directors (DO, β=4.218, p-value<0.001) and 

CEO incentives (CEOINCENT, β=1.941, p-value<0.01) are positively associated with 

disclosure level. Specifically, board size (BRDSIZE, β=0.427, p-value<0.001), outside 

directors (DO, β=7.107, p-value<0.001), female directors (DF, β=14.440, p-value<0.001) and 

CEO incentives (CEOINCENT, β=3.423, p-value<0.01) positively relate to social disclosure 

level (S). Board size (BRDSIZE, β=0.513, p-value<0.001), outside directors (DO, β=2.875, p-

value<0.001), female directors (DF, β=4.669, p-value<0.001) and CEO incentives 

(CEOINCENT, β=1.155, p-value<0.001) positively relate to governance disclosure level (G). 

With the exception of outside directors, all these mechanisms, namely board size (BRDSIZE, 

β=0.886, p-value<0.001), female directors (DF, β=27.850, p-value<0.001) and CEO incentives 

(CEOINCENT, β=4.360, p-value<0.05) positively relate to environmental disclosure level (E). 

Therefore, these mechanisms have positive impacts in improving the transparency of disclosure. 

The results generally confirm the findings of Giannarakis (2014) on board size that there is a 

positive association between board size and CSR disclosure level. The association for female 

directors is consistent with Jizi (2017) in that female directors increase CSR disclosure level. 

While the results are roughly consistent with Cuadrado-Ballesteros, Rodríguez-Ariza, and 

García-Sánchez (2015) that outside directors positively influence CSR disclosure level, the 

current study does not find support for their finding that outside directors may not be effective 

in disciplining environmental disclosure level. 
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Table 3.9 Results-shareholder activism requesting CSR reporting and CSR disclosure level 

 (1) (2) (3) (4) 

 ESG E S G 

DD/ DDENV/ DDSOC/ 

DDGOV 

-3.919 -6.047 -4.976 3.183 

 (-1.050) (-0.540) (-0.790) (0.640) 

BRDSIZE 0.323 0.886 0.427 0.153 

 (5.100)*** (5.380)*** (4.150)*** (4.750)*** 

DO 4.218 4.311 7.170 2.875 

 (4.93)*** (1.880) (4.970)*** (6.550)*** 

DF 13.770 27.850 14.440 4.669 

 (10.490)*** (8.290)*** (6.510)*** (6.960)*** 

CEOINCENT 1.941 4.360 3.423 1.155 

 (3.28)** (2.250)* (3.180)** (3.820)*** 

DD/DDENV/DDSOC/ 

DDGOV×BRDSIZE 

0.512 -0.437 0.428 -0.426 

 (2.210)* (-0.640) (1.180) (-1.600) 

DD/DDENV/ DDSOC/ 

DDGOV×DO 

4.934 22.430 6.429 1.886 

 (1.420) (2.220)* (1.160) (0.450) 

DD/DDENV/DDSOC/ 

DDGOV ×DF 

7.773 16.490 -12.850 12.001 

 (1.230) (0.870) (-1.340) (1.680) 

DD/DDENV/ DDSOC/ 

DDGOV 

×CEOINCENT 

-4.518 -9.600 -1.061 1.418 

 (-1.670) (-1.350) (-0.240) (0.460) 

FIRMSIZE 4.446 5.482 4.048 1.981 

 (42.430)*** (20.710)*** (23.490)*** (37.590)*** 

ROA 10.74 20.900 11.580 4.919 

 (6.870)*** (4.380)*** (4.300)*** (6.050)*** 

LEV -4.131 -4.396 -1.484 -1.999 

 (-5.580)*** (-2.080)* (-1.190) (-5.210)*** 

PB 0.301 0.345 0.206 0.151 

 (6.880)*** (3.300)*** (3.030)** (6.680)*** 

Constant -28.780 -64.220 -24.140 32.010 

 (-9.880)*** (-10.910)*** (-5.830)*** (21.330)*** 

IndustryDummy Yes Yes Yes Yes 

YearDummy Yes Yes Yes Yes 

Observations 6,233 2,665 4,331 6,227 

Adjusted R2 0.505 0.324 0.351 0.424 

F 227.800 46.680 84.740 164.500 

Table 3.9 Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). 

The estimated regressions are based on the below specific model: 

𝑌 = 𝛽0 + 𝛽1𝐷𝐷𝑋𝑖,𝑡 + 𝛽2𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽3𝐷𝑂𝑖,𝑡 + 𝛽4𝐷𝐹𝑖,𝑡 + 𝛽5𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 + 𝛽6𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 ×  𝐷𝐷𝑋𝑖,𝑡 +

𝛽7𝐷𝑂𝑖,𝑡 ×  𝐷𝐷𝑋𝑖,𝑡 + 𝛽8𝐷𝐹𝑖,𝑡 ×  𝐷𝐷𝑋𝑖,𝑡 + 𝛽9𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×  𝐷𝐷𝑋𝑖,𝑡 + ∑ 𝛽𝑛𝐶𝑂𝑁𝑉𝑖,𝑡 + 𝜀.……. Model 5  

Model 5 tests the associations between shareholder activism requesting CSR disclosure and CSR disclosure level 

(also for its subdimensions). Shareholder activism is measured by employing shareholder proposals. The 

subdimensions include environmental disclosure level (E), social disclosure level (S) and governance disclosure 

level (G). Y denote ESG, E, S and G respectively at t1. DDX are DD, DDENV, DDSOC and DDGOV respectively. 

DD represents shareholder proposals requesting CSR disclosure or reporting. DDENV represents shareholder 

proposals requesting environmental disclosure or reporting. DDSOC represents shareholder proposals 

requesting social disclosure or reporting. DDGOV represents shareholder proposals requesting governance 

disclosure or reporting. DD denotes the dummy variable taking value “1” if there are shareholder proposals 

requesting reporting or disclosure and “0” otherwise. DDENV, DDSOC and DDGOV are dummy variables 

taking value “1” if there are shareholder proposals requesting reporting or disclosure on environmental, social 

and governance respectively and “0” otherwise. All the independent variables, variables measuring corporate 

governance mechanisms and control variables are collected at t. DO, BRDSZIE, CEOINCENT and DF represent 

the percentage of outside directors on board, the number of directors on board, the percentage of CEO long-term 
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incentive to the total compensation respectively and the percentage of female directors on board respectively. 

CONV denotes control variables, namely FIMRSIZE, LEV, PB and ROA. FIRMSIZE denotes firm size (the natural 

logarithm of total assets); ROA denotes return on assets (return on assets as EBIT deflated by lagged total assets); 

LEV denotes leverage (total of short-term and long-term interest-bearing liabilities deflated by total assets); PB 

denotes P/B ratio (Market value of equity deflated by book value of equity). i represents the company i. t represents 

the year when shareholder proposals handed in. t+1 represents one year after shareholder activism. The results 

are presented in Table 3.9.  
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Table 3.10 Results- shareholder activism requesting CSR disclosure and changes in CSR disclosure level 

 (1) (2) (3) (4) 

 ESGDIS EDIS SDIS GDIS 

DD/ DDENV/ DDSOC/ DDGOV 1.137 2.407 3.585 6.995 

 (0.720) (0.450) (1.050) (1.790) 

BRDSIZE 0.021 0.073 -0.038 0.047 

 (0.810) (0.910) (-0.670) (2.020)* 

DO 0.230 -0.357 0.448 0.529 

 (0.650) (-0.320) (0.570) (1.660) 

DF 0.520 -2.033 -0.642 0.155 

 (0.950) (-1.230) (-0.530) (0.320) 

CEOINCENT 0.544 0.010 1.277 -0.104 

 (2.170)* (0.010) (2.110)* (-0.460) 

DD/ DDENV/DDSOC/ 

DDGOV×BRDSIZE 

0.143 -0.349 0.222 -0.680 

 (1.510) (-1.060) (1.150) (-3.310)*** 

DD/ DDENV/DDSOC/ DDGOV ×DO 0.350 5.150 -2.147 -4.520 

 (0.250) (1.080) (-0.720) (-1.480) 

DD/ DDENV/DDSOC/ DDGOV ×DF -4.712 -0.373 -4.234 -2.663 

 (-1.830) (-0.040) (-0.830) (-0.490) 

DD/ DDENV / DDSOC/ DDGOV × 

CEOINCENT 

-2.682 -2.280 -4.473 6.026 

 (-2.350)* (-0.690) (-1.860) (2.430)* 

FIRMSIZE 0.287 0.112 0.160 0.057 

 (6.580)*** (0.870) (1.680) (1.470) 

ROA 1.169 0.478 1.571 0.124 

 (1.760) (0.200) (1.040) (0.200) 

LEV -0.106 -0.324 0.786 -0.059 

 (-0.340) (-0.310) (1.130) (-0.210) 

PB 0.028 0.079 0.017 0.001 

 (1.550) (1.530) (0.440) (0.060) 

Constant -2.806 1.015 -0.790 -1.932 

 (-2.410)* (0.350) (-0.360) (-1.830) 

IndustryDummy Yes Yes Yes Yes 

YearDummy Yes Yes Yes Yes 

Observations 5,719 2,327 3,956 5,712 

Adjusted R2 0.032 0.010 0.001 0.013 

F 7.799 1.845 1.172 3.742 

Table 3.10 Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). 

The estimated regressions are based on the below specific model: 

𝑌 = 𝛽0 + 𝛽1𝐷𝐷𝑋𝑖,𝑡 + 𝛽2𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽3𝐷𝑂𝑖,𝑡 + 𝛽4𝐷𝐹𝑖,𝑡 + 𝛽5𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 + 𝛽6𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 ×  𝐷𝐷𝑋𝑖,𝑡 +

𝛽7𝐷𝑂𝑖,𝑡 ×  𝐷𝐷𝑋𝑖,𝑡 + 𝛽8𝐷𝐹𝑖,𝑡 ×  𝐷𝐷𝑋𝑖,𝑡 + 𝛽9𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×  𝐷𝐷𝑋𝑖,𝑡 + ∑ 𝛽𝑛𝐶𝑂𝑁𝑉𝑖,𝑡 + 𝜀.……. Model 6 

Model 6 tests the associations between shareholder activism requesting CSR disclosure and the change of CSR 

disclosure level (also for its subdimensions). Shareholder activism is measured by employing shareholder 

proposals. DDX are DD, DDENV, DDSOC and DDGOV respectively. DD represents shareholder proposals 

requesting CSR disclosure or reporting. DDENV represents shareholder proposals requesting environmental 

disclosure or reporting. DDSOC represents shareholder proposals requesting social disclosure or reporting. 

DDGOV represents shareholder proposals requesting governance disclosure or reporting. DD denotes the 

dummy variable taking value “1” if there are shareholder proposals requesting reporting or disclosure and “0” 

otherwise. DDENV, DDSOC and DDGOV are dummy variables taking value “1” if there are shareholder 

proposals requesting reporting or disclosure on environmental, social and governance respectively and “0” 

otherwise.  DO, BRDSZIE, CEOINCENT and DF represent the percentage of outside directors on board, the 

number of directors on board, the percentage of CEO long-term incentive to the total compensation respectively, 

the percentage of female directors on board. CONV denotes control variables, namely FIMRSIZE, LEV, PB and 

ROA. FIRMSIZE denotes firm size (the natural logarithm of total assets); ROA denotes return on assets (return 

on assets as EBIT deflated by lagged total assets); LEV denotes leverage (total of short-term and long-term 

interest-bearing liabilities deflated by total assets); PB denotes P/B ratio (Market value of equity deflated by book 

value of equity).  All the independent variables, variables measuring corporate governance mechanisms and 

control variables are collected at t. Y, is measured by the difference between CSR disclosure score at t+1 and 
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CSR disclosure score at t (ESGDIS). For subdimensions, Y is measured by the difference between environmental 

disclosure score at t+1 and environmental disclosure score at t (EDIS), the difference between social disclosure 

score at t+1 and social disclosure score at t (SDIS) and the difference between governance disclosure score at 

t+1 and governance disclosure score at t (GDIS). i represents the company i. t represents the year when 

shareholder proposals submitted. The results are presented in Table 3.10.  
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Additional tests comparing the impact on CSR performance and CSR disclosure 

An additional test to confirm whether shareholder activism affects CSR performance and CSR 

disclosure consistently or not is conducted. Table 3.11 and Table 3.12 present associations 

between shareholder activism and CSR performance. Poisson regression models are employed 

to examine these associations. 

 

The data are collected from MSCI, measuring CSP when conducting additional tests. KLDS, 

KLDC, SS, SC, ES, EC, GS and GC represent strength of CSP, concern (weakness) of CSP, 

strength of social performance, concern (weakness) of social performance, strength of 

environmental performance, concern (weakness) of environmental performance, strength of 

governance performance and concern (weakness) of governance performance. All KLD 

concern and strength scores are collected at t+1. Table 3.1 presents the definitions of CSP. 

KLD strength is the sum of six categories and KLD concern is the sum of twelve categories. 

KLD strength scores show the major strength of firms, and KLD concern scores show the major 

weakness of firms. The regression analysis will be conducted with dependent variables, namely 

KLD strength scores and KLD concern scores. Rather than using the total KLD scores as a 

dependent variable, following McGuire et al. (2003), this chapter employs KLD strength scores 

and KLD concern scores separately. The strength scores can be calculated by adding up 

“Product - Number of Strengths”, “Human Rights - Number of Strengths”, “Environment - 

Number of Strengths”, “Community - Number of Strengths”, “Emp. Relations - Number of 

Strengths”, “Diversity - Number of Strengths” and “Corp. Gov - Number of Strengths”. KLD 

concern scores are calculated by adding up “Community - Number of Concerns”, “Emp. 

Relations - Number of Concerns”, “Diversity - Number of Concerns”, “Environment - Number 

of Concerns”, “Product - Number of Concerns”, “Human Rights - Number of Concerns” and 

“Corp. Gov - Number of Concerns”.   
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Combined with results in Table 3.5 that show a negative association between DSP and ESG 

(ESG disclosure), the positive relationship between DSP and KLDS (strength of CSP) indicates 

that shareholder activism improves the strength of CSP but reduces the extent of CSR 

disclosure. While the results also indicate that shareholder activism increases the concern of 

CSP, the magnitude of this increase is less than that of the strength of CSP.  The results 

therefore are consistent with de Villiers and van Staden (2006) in that reduced disclosure might 

have a legitimacy effect. Due to the high (negative) publicity associated with shareholder 

proposals, management may choose to decrease disclosure to reduce the level of visibility and 

scrutiny into the firm’s operations by shareholders. However, these proposals, especially when 

coming from institutional shareholders, do seem to lead to improvements in underlying CSP. 
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Table 3.11 Results- shareholder activism and CSP 

 (1) (2) (3) (4) (5) (6) (7) (8) 

 KLDS KLDC ES EC SS SC GS GC 

DSP/DENVP/ DSOCP/DGOVP 1.235 0.111 2.505 0.377 1.192 0.780 -0.683 -0.032 

 (7.160)*** (0.670) (4.040)*** (0.530) (4.530)*** (3.090)** (-0.970) (-0.070) 

BRDSIZE 0.061 -0.006 0.043 0.017 0.059 -0.001 0.029 -0.012 

 (11.770)*** (-1.110) (4.350)*** (1.250) (10.340)*** (-0.110) (1.400) (-1.050) 

DO 0.624 0.233 1.252 1.744 0.523 0.276 0.371 -0.134 

 (6.130)*** (2.590)** (6.800)*** (6.820)*** (4.940)*** (2.750)** (1.010) (-0.760) 

DF 2.406 -2.140 1.249 -1.507 2.782 -2.314 1.871 -1.108 

 (19.230)*** (-15.980)*** (5.420)*** (-4.410)*** (21.070)*** (-15.300)*** (4.000)*** (-4.340)*** 

CEOINCENT 0.662 -0.009 1.084 -0.032 0.606 -0.127 -1.217 0.328 

 (9.210)*** (-0.160) (7.540)*** (-0.200) (7.870)*** (-2.120)* (-6.890)*** (2.980)** 

DSP/DENVP/ DSOCP/ DGOVP 

×BRDSIZE 

-0.034 0.048 -0.041 -0.003 -0.032 0.057 0.047 0.049 

 (-4.150)*** (5.330)*** (-1.310) (-0.090) (-2.540)* (4.080)*** (1.370) (2.230)* 

DSP/DENVP/ DSOCP/ DGOVP 

×DO 

0.051 -0.033 -0.790 0.308 0.042 -0.962 0.223 -0.028 

 (0.300) (-0.200) (-1.220) (0.430) (0.160) (-3.690)*** (0.330) (-0.070) 

DSP/DENVP/ DSOCP/ DGOVP 

×DF 

-0.560 1.051 -0.693 -0.381 -1.205 1.435 0.011 0.663 

 (-2.570)* (4.270)*** (-0.770) (-0.400) (-3.610)*** (3.590)*** (0.010) (1.110) 

DSP/DENVP/DSOCP/DGOVP 

×CEOINCENT 

-0.765 -0.338 -1.469 0.271 -0.715 -0.410 0.701 -0.444 

 (-7.000)*** (-3.240)** (-4.500)*** (0.680) (-4.760)*** (-2.660)** (1.730) (-1.550) 

FIRMSIZE 0.374 0.196 0.418 0.492 0.394 0.189 0.278 0.173 

 (46.080)*** (24.000)*** (25.780)*** (22.140)*** (42.550)*** (19.210)*** (9.300)*** (10.160)*** 

ROA 2.811 0.868 2.511 2.766 2.953 0.612 2.904 0.844 

 (21.080)*** (6.780)*** (8.800)*** (7.310)*** (18.620)*** (3.880)*** (5.860)*** (3.180)** 

LEV -0.175 0.184 0.30 1.463 -0.249 0.220 -0.593 -0.322 

 (-2.680)** (3.060)** (2.240)* (8.600)*** (-3.190)** (2.980)** (-2.300)* (-2.480)* 

PB 0.004 -0.013 0.0002 -0.050 0.006 -0.009 -0.008 -0.002 

 (1.070) (-3.490)*** (0.030) (-5.140)*** (1.470) (-1.880) (-0.520) (-0.280) 

Constant -4.903 -1.074 -7.273 -7.615 -5.314 -1.348 -4.740 -2.249 

 (-49.230)*** (-12.340)*** (-38.350)*** (-29.790)*** (-49.990)*** (-13.920)*** (-14.060)*** (-13.250)*** 

Observations 6,118 6,118 6,118 6,118 6,118 6,118 6,118 6,118 

Pseudo R2 0.298 0.103 0.206        0.191 0.282 0.071 0.093 0.030 

2 10,083.950 2,665.870 2,458.300 1,559.010 7,384.230 1,391.440 438.500 302.080 
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Table 3.11 Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). 

The estimated regressions are based on the below specific models: 

𝑌 = 𝛽0 + 𝛽1𝐷𝑋𝑃𝑖,𝑡 + 𝛽2𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽3𝐷𝑂𝑖,𝑡 + 𝛽4𝐷𝐹𝑖,𝑡 + 𝛽5𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 + 𝛽6𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 ×  𝐷𝑋𝑃𝑖,𝑡 + 𝛽7𝐷𝑂𝑖,𝑡 ×  𝐷𝑋𝑃𝑖,𝑡 + 𝛽8𝐷𝐹𝑖,𝑡 ×  𝐷𝑋𝑃𝑖,𝑡 + 𝛽9𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×

 𝐷𝑋𝑃𝑖,𝑡 + ∑ 𝛽𝑛𝐶𝑂𝑁𝑉𝑖,𝑡 + 𝜀.……. Model 7 

Model 7 tests the associations between shareholder activism and CSP (also for its subdimensions). Shareholder activism is measured by employing shareholder proposals. 

CSP(Y) is measured by employing KLDS, KLDC, ES, EC, SS, SC, GS and GC respectively at t+1. KLDS represents KLD strength, the positive side of CSP. KLDC represents 

KLD concern, the negative side of CSP. ES represents environmental strength, the positive side of environmental performance. EC represents environmental concern, the 

negative side of environmental performance. SS represents social strength, the positive side of social performance. SC represents social concern, the negative side of social 

performance. GS represents governance strength, the positive side of governance performance. GC represents governance concern, the negative side of governance 

performance. DXP denote dummy variables for shareholder proposals (DSP), shareholder proposals on environmental issues (DENVP), shareholder proposals on social issues 

(DSOCP) and shareholder proposals on governance issues (DGOVP) respectively. DSP denotes the dummy variable taking value “1” if there are shareholder proposals and 

“0” otherwise. DENVP, DSOCP and DGOVP are dummy variables taking value “1” if there are shareholder proposals on environmental, social and governance issues and 

“0” otherwise; DO denotes the percentage of outside directors; BRDSIZE denotes the board size; CEOINCENT denotes the percentage of short-term and long-term incentives 

of CEO compensation to the total compensation; DF denotes the percentage of female directors on board; CONV represents control variables including FIRMSIZE, ROA, LEV 

and PB. FIRMSIZE denotes firm size (the natural logarithm of total assets); ROA denotes return on assets (return on assets as EBIT deflated by lagged total assets); LEV 

denotes leverage (total of short-term and long-term interest-bearing liabilities deflated by total assets); PB denotes P/B ratio (Market value of equity deflated by book value of 

equity).  All the independent variables, variables measuring corporate governance mechanisms and control variables are collected at t. i represents company i, and t represents 

the year when shareholder activism happens. The results are presented in Table 3.11.  
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Table 3.12 Results-institutional or coordinated shareholder activism and CSP 
 (1) (2) (3) (4) (5) (6) (7) (8) 

 KLDS KLDC ES EC SS SC GS GC 

DSPIN/DENVPIN/ DSOCPIN/ DGOVPIN 1.268 0.726 0.293 -0.912 0.969 0.509 -0.996 0.487 

 (5.440)*** (3.240)** (0.250) (-0.740) (2.380)* (1.290) (-0.860) (0.740) 

DSPCF/DENVPCF/DSOCPCF/DGOVPCF -0.027 -0.995 3.360 0.304 0.215 -0.173 2.122 -0.635 

 (-0.080) (-2.950)** (1.980)* (0.150) (0.390) (-0.310) (1.270) (-0.610) 

BRDSIZE 0.059 0.008 0.040 0.0164 0.059 0.007 0.039 -0.004 

 (12.100)*** (1.590) (4.080)*** (1.220) (10.480)*** (1.180) (2.040)* (-0.330) 

DO 0.720 0.206 1.214 1.757 0.531 0.126 0.686 -0.124 

 (7.720)*** (2.440)* (6.720)*** (7.090)*** (5.230)*** (1.290) (2.020)* (-0.730) 

DF 2.345 -1.950 1.261 -1.747 2.741 -2.175 1.793 -1.088 

 (20.290)*** (-15.670)*** (5.580)*** (-5.270)*** (21.300)*** (-14.750)*** (4.170)*** (-4.450)*** 

CEOINCENT 0.518 0.003 0.989 -0.040 0.560 -0.128 -1.192 0.357 

 (7.760)*** (0.050) (7.120)*** (-0.260) (7.520)*** (-2.170)* (-7.140)*** (3.280)*** 

DSPIN/DENVPIN/DSOCPIN/DGOVPIN×BRDSIZE -0.031 0.009 -0.015 -0.024 -0.023 0.057 0.062 0.036 

 (-2.760)** (0.740) (-0.320) (-0.480) (-1.130) (2.560)* (1.280) (1.180) 

DSPIN/DENVPIN/DSOCPIN/DGOVPIN×DO -0.427 -0.456 1.246 1.945 0.260 -0.564 -1.007 -0.460 

 (-1.920) (-2.030)* (0.940) (1.430) (0.610) (-1.260) (-1.150) (-0.880) 

DSPIN/DENVPIN/DSOCPIN/DGOVPIN×DF 0.402 1.561 -0.893 0.358 -0.504 1.682 1.380 1.347 

 (1.320) (4.470)*** (-0.640) (0.250) (-0.960) (2.660)** (1.050) (1.630) 

DSPIN/DENVPIN/DSOCPIN/DGOVPIN× 

CEOINCENT 

-0.734 -0.505 -1.500 -0.082 -1.144 -0.818 1.438 -0.532 

 (-5.410)*** (-3.600)*** (-2.900)** (-0.140) (-5.990)*** (-3.890)*** (2.030)* (-1.220) 

DSPCF/DENVPCF/DSOCPCF/DGOVPCF×BRDSIZE -0.031 0.021 -0.018 0.019 -0.059 -0.057 -0.068 0.022 

 (-1.780) (1.140) (-0.210) (0.230) (-2.090)* (-1.850) (-0.630) (0.340) 

DSPCF/DENVPCF/DSOCPCF/DGOVPCF×DO 0.394 1.398 -3.243 -2.323 -0.243 0.753 -0.644 1.456 

 (1.290) (4.380)*** (-1.860) (-1.280) (-0.460) (1.300) (-0.440) (1.520) 

DSPCF/DENVPCF/DSOCPCF/DGOVPCF×DF -1.964 -1.659 -1.601 2.219 -1.510 -1.500 -2.483 -1.106 

 (-4.280)*** (-3.180)** (-0.600) (0.830) (-2.050)* (-1.730) (-0.900) (-0.660) 

DSPCF/DENVPCF/DSOCPCF/DGOVPCF× 

CEOINCENT 

0.695 0.234 0.010 1.843 1.360 0.930 -0.268 -0.397 

 (3.490)*** (1.150) (0.010) (1.670) (4.280)*** (2.800)** (-0.270) (-0.660) 

FIRMSIZE 0.384 0.213 0.427 0.527 0.396 0.202 0.320 0.167 

 (48.540)*** (26.830)*** (26.520)*** (24.050)*** (43.590)*** (20.940)*** (11.070)*** (9.990)*** 

ROA 2.856 0.857 2.541 2.983 2.999 0.678 2.963 0.794 

 (21.340)*** (6.700)*** (8.880)*** (7.910)*** (18.890)*** (4.300)*** (6.000)*** (3.010)** 

LEV -0.137 0.223 0.304 1.425 -0.246 0.216 -0.539 -0.280 

 (-2.100)* (3.730)*** (2.270)* (8.390)*** (-3.150)** (2.920)** (-2.110)* (-2.150)* 
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Table 3.12 continued  

PB 0.003 -0.014 0.001 -0.053 0.004 -0.010 -0.004 -0.003 

 (0.790) (-3.770)*** (0.080) (-5.390)*** (1.08) (-2.150)* (-0.300) (-0.370) 

Constant -4.915 -1.319 -7.218 -7.869 -5.291 -1.419 -5.376 -2.303 

 (-53.900)*** (-16.410)*** (-38.850)*** (-31.510)*** (-51.430)*** (-15.140)*** (-17.220)*** (-14.370)*** 

Observations 6,118 6,118 6,118 6,118 6,118 6,118 6,118 6,118 

Pseudo R2 0.297 0.101 0.206 0.186 0.283 0.067 0.088 0.032 

2 10,064.800 2,590.600 2,455.500 1,517.700 7,406.600 1,302.000 417.130 324.830 

Table 3.12 Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). 

The estimated regressions are based on the below specific model: 

𝑌 = 𝛽0 + 𝛽1𝐷𝑋𝑃𝐼𝑁𝑖,𝑡 + 𝛽2𝐷𝑋𝑃𝐶𝐹𝑖,𝑡 + 𝛽3𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽4𝐷𝑂𝑖,𝑡 + 𝛽5𝐷𝐹𝑖,𝑡 + 𝛽6𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 + 𝛽7𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 ×  𝐷𝑋𝑃𝐼𝑁𝑖,𝑡 + 𝛽8𝐷𝑂𝑖,𝑡 ×  𝐷𝑋𝑃𝐼𝑁𝑖,𝑡 + 𝛽9𝐷𝐹𝑖,𝑡 ×

 𝐷𝑋𝑃𝐼𝑁𝑖,𝑡 + 𝛽10𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×  𝐷𝑋𝑃𝐼𝑁𝑖,𝑡 + 𝛽11𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 ×  𝐷𝑋𝑃𝐶𝐹𝑖,𝑡 + 𝛽12𝐷𝑂𝑖,𝑡 ×  𝐷𝑋𝑃𝐶𝐹𝑖,𝑡 + 𝛽13𝐷𝐹𝑖,𝑡 ×  𝐷𝑋𝑃𝐶𝐹𝑖,𝑡 + 𝛽14𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×  𝐷𝑋𝑃𝐶𝐹𝑖,𝑡 +
∑ 𝛽𝑛𝐶𝑂𝑁𝑉𝑖,𝑡 + 𝜀. ……Model 8 

Model 8 tests the associations between institutional or coordinated shareholder activism and CSP (also for its subdimensions). Shareholder activism is measured by employing 

shareholder proposals. CSP(Y) is measured by employing KLDS, KLDC, ES, EC, SS, SC, GS and GC respectively at t+1.  KLDS represents KLD strength, the positive side of 

CSP. KLDC represents KLD concern, the negative side of CSP. ES represents environmental strength, the positive side of environmental performance. EC represents 

environmental concern, the negative side of environmental performance. SS represents social strength, the positive side of social performance. SC represents social concern, 

the negative side of social performance. GS represents governance strength, the positive side of governance performance. GC represents governance concern, the negative 

side of governance performance. DXIN denote dummy variables for shareholder proposals submitted by institutional shareholders (DSPIN), shareholder proposals submitted 

by institutional shareholders on environmental issues (DENVPIN), shareholder proposals on social issues submitted by institutional shareholders (DSOCPIN) and shareholder 

proposals on governance issues submitted by institutional shareholders (DGOVPIN) respectively. DXCF denote dummy variables for shareholder proposals submitted by 

coordinated shareholders (DSPCF), shareholder proposals on environmental issues submitted by coordinated shareholders (DENVPCF), shareholder proposals on social 

issues submitted by coordinated shareholders (DSOCPCF) and shareholder proposals on governance issues submitted by coordinated shareholders (DGOVPCF) respectively. 

DSPIN denotes the dummy variable taking value “1” if there are shareholder proposals submitted by institutional shareholders and“0”otherwise. DSPCF denotes the dummy 

variable taking value “1” if there are shareholder proposals submitted by coordinated shareholders and “0” otherwise. DENVPIN, DSOCPIN and DGOVPIN are dummy 

variables taking value “1” if there are shareholder proposals on environmental, social and governance issues submitted by institutional shareholders and “0” otherwise. 

DENVPCF, DSOCPCF and DGOVPCF are dummy variables taking value “1” if there are shareholder proposals on environmental, social  and governance issues submitted 

by coordinated shareholders and “0” otherwise. DO denotes the percentage of outside directors; BRDSIZE denotes the board size; CEOINCENT denotes the percentage of 

short-term and long-term incentives of CEO compensation to the total compensation; DF denotes the percentage of female directors on board; CONV represents control 

variables including FIRMSIZE, ROA, LEV and PB. FIRMSIZE denotes firm size (the natural logarithm of total assets); ROA denotes return on assets (return on assets as EBIT 

deflated by lagged total assets); LEV denotes leverage (total of short-term and long-term interest-bearing liabilities deflated by total assets); PB denotes P/B ratio (Market 

value of equity deflated by book value of equity). All the independent variables, variables measuring corporate governance mechanisms and control variables are collected at 

t. i represents company i, and t represents the year when shareholder activism happens. The results are presented in Table 3.12. 
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Additional tests on the intensity of shareholder activism and CSR disclosure 

Tables 3.13 and Table 3.14 show the associations between the intensity of shareholder activism 

(the number of shareholder proposals) and CSR disclosure, respectively. Table 3.13 reveals 

that high intensity of shareholder activism does not improve the CSR transparency.  Table 3.13 

also shows that no corporate governance mechanisms complement shareholder activism in 

improving governance disclosure level. The results show that SOCP×DF negatively relates to 

social disclosure level (S) (β=-11.417, p-value<0.05), indicating that high intensity of 

shareholder activism on social issues decreases social disclosure level in the presence of female 

directors. Synthesizing with results in Table 3.5, the results demonstrate that the intensity of 

shareholder activism does not contribute to the overall CSR transparency. Table 3.14 presents 

whether the intensity of institutional and coordinated shareholder activism relates to CSR 

disclosure level or its subdimensions. Specifically, institutional shareholder activism does not 

relate to CSR disclosure level or its subdimensions, similar to results in Table 3.13. 

Coordinated shareholder activism negatively relates to social disclosure level (β=-20.934, p-

value<0.05), providing evidence of the collective action problem among coordinated 

shareholders, which is consistent with results in Table 3.8. SPIN×BRDSIZE positively relates 

to ESG (=0.279, p-value<0.05), which is consistent with results in Table 3.6.  The results also 

illustrate that CEO incentives may complement the high intensity of coordinated shareholder 

activism in increasing CSR disclosure level.  While it appears to be inconsistent with results in 

Table 3.8 with regards to CEO incentives, the results show the condition for coordinated 

shareholder activists to receive firm responses of increasing CSR disclosure level is restricted. 

That is, only if the number of coordinated shareholder activism is high enough given high CEO 

incentives, will companies react by increase CSR disclosure level. According to Table 3.2 and 

the practice, however, a large number of coordinated shareholder activism within a year only 
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happen occasionally39. Therefore, the results roughly confirm collective action problem among 

coordinated shareholders. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
39 See Table 3.2, coordinated shareholder activism in each year is much lower than other types of activism. 
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Table 3.13 Results-intensity of shareholder activism and CSR disclosure 

 (1) (2) (3) (4) 

 ESG E S G 

SP/ ENVP/ SOCP/ GOVP 0.003 1.562 1.840 -0.314 

 (0) (0.280) (0.610) (-0.450) 

BRDSIZE 0.342 0.864 0.448 0.147 

 (5.300)*** (5.200)*** (4.310)*** (4.440)*** 

DO 4.182 4.839 7.530 2.668 

 (4.770)*** (2.100)* (5.190)*** (5.870)*** 

DF 13.480 28.830 15.066 4.514 

 (10.000)*** (8.530)*** (6.750)*** (6.480)*** 

CEOINCENT 2.094 4.478 3.324 1.270 

 (3.470)*** (2.280)* (3.040)** (4.110)*** 

SP/ENVP/ SOCP/ GOVP 

×BRDSIZE 

0.056 0.266 0.027 0.020 

 (1.120) (0.700) (0.160) (0.560) 

SP/ENVP/ SOCP/ GOVP 

×DO 

0.811 3.005 -0.148 0.790 

 (1.100) (0.630) (-0.060) (1.460) 

SP/ENVP/ SOCP/ GOVP 

×DF 

2.077 -1.745 -11.417 1.407 

 (1.460) (-0.180) (-2.340)* (1.380) 

SP/ ENVP/SOCP/ GOVP 

× CEOINCENT 

-0.879 -6.361 1.210 -0.496 

 (-1.300) (-1.390) (0.580) (-1.000) 

FIRMSIZE 4.300 5.377 3.991 1.935 

 (38.640)*** (20.000)*** (22.610)*** (34.580)*** 

ROA 10.783 20.880 11.578 4.970 

 (6.900)*** (4.370)*** (4.290)*** (6.100)*** 

LEV -3.947 -4.126 -1.391 -1.969 

 (-5.320)*** (-1.950) (-1.110) (-5.120)*** 

PB 0.292 0.340 0.197 0.148 

 (6.670)*** (3.250)** (2.890)** (6.520)*** 

Constant -30.218 -63.570 -23.112 31.067 

 (-9.810)*** (-10.830)*** (-5.620)*** (19.290)*** 

IndustryDummy Yes Yes Yes Yes 

YearDummy Yes Yes Yes Yes 

Observations 6,233 2,665 4,331 6,227 

Adjusted R2 0.505 0.324 0.352 0.423 

F 228.400 46.670 85.100 164.130 

Table 3.13 Note:  

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). 

The estimated regressions are based on the below specific model: 

𝑌 = 𝛽0 + 𝛽1𝑋𝑖,𝑡 + 𝛽2𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽3𝐷𝑂𝑖,𝑡 + 𝛽4𝐷𝐹𝑖,𝑡 + 𝛽5𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 + 𝛽6𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 ×  𝑋𝑖,𝑡 +

𝛽7𝐷𝑂𝑖,𝑡 ×  𝑋𝑖,𝑡 + 𝛽8𝐷𝐹𝑖,𝑡 ×  𝑋𝑖,𝑡 + 𝛽9𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×  𝑋𝑖,𝑡 + ∑ 𝛽𝑛𝐶𝑂𝑁𝑉𝑖,𝑡 + 𝜀.……. Model 9 

Model 9 tests the association between the intensity of shareholder activism and the level of CSR disclosure (also 

for its subdimensions). Shareholder activism is measured by employing shareholder proposals. The 

subdimensions include environmental disclosure level(E), social disclosure level(S) and governance disclosure 

level(G). The level of CSR disclosure (Y) denote ESG, E, S and G respectively at t+1. X denote the number of 

shareholder proposals (SP), the number of shareholder proposals on environmental issues (ENVP), the number 

of shareholder proposals on social issues (SOCP) and the number of shareholder proposals on governance issues 

(GOVP) respectively. XCF denote the number of shareholder proposals submitted by coordinated shareholders 

(SPCF), the number of shareholder proposals on environmental issues submitted by coordinated shareholders 

(ENVPCF), the number of shareholder proposals on social issues submitted by coordinated shareholders 

(SOCPCF) and the number of shareholder proposals on governance issues submitted by coordinated 

shareholders (GOVPCF) respectively. DO denotes the percentage of outside directors; BRDSIZE denotes the 

board size; CEOINCENT denotes the percentage of short-term and long-term incentives of CEO compensation 

to the total compensation; DF denotes the percentage of female directors on board. CONV represents control 

variables including FIRMSIZE, ROA, LEV and PB. FIRMSIZE denotes firm size (the natural logarithm of total 
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assets); ROA denotes return on assets (return on assets as EBIT deflated by lagged total assets); LEV denotes 

leverage (total of short-term and long-term interest-bearing liabilities deflated by total assets); PB denotes P/B 

ratio (Market value of equity deflated by book value of equity).  All the independent variables, variables measuring 

corporate governance mechanisms and control variables are collected at t. i represents company i, and t 

represents the year when shareholder activism happens. The results are presented in Table 3.13. 
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Table 3.14 Results-intensity of institutional or coordinated shareholder activism and CSR disclosure  

 (1) (2) (3) (4) 

 ESG E S G 

SPIN/ENVPIN/SOCPIN/GOVPIN -0.175 -3.585 6.463 -0.978 

 (-0.100) (-0.390) (1.190) (-0.750) 

SPCF/ENVPCF/SOCPCF/GOVPCF -5.438 19.650 -20.934 0.178 

 (-1.340) (1.070) (-2.240)* (0.050) 

BRDSIZE 0.309 0.830 0.430 0.147 

 (4.830)*** (5.030)*** (4.180)*** (4.490)*** 

DO 4.627 5.223 7.659 2.773 

 (5.330)*** (2.280)* (5.300)*** (6.190)*** 

DF 13.500 28.700 14.343 4.584 

 (10.170)*** (8.540)*** (6.480)*** (6.710)*** 

CEOINCENT 1.809 4.559 2.949 1.231 

 (3.020)** (2.360)* (2.720)** (4.010)*** 

SPIN/ENVPIN/SOCPIN/ GOVPIN 

×BRDSIZE 

0.279 0.947 0.335 0.087 

 (2.530)* (1.790) (1.090) (1.070) 

SPIN/ ENVPIN/SOCPIN/ GOVPIN 

×DO 

-0.965 3.091 -5.262 0.043 

 (-0.620) (0.320) (-1.120) (0.040) 

SPIN/ ENVPIN/SOCPIN/ GOVPIN 

×DF 

4.472 1.783 -3.876 2.502 

 (1.540) (0.120) (-0.490) (1.250) 

SPIN/ ENVPIN / SOCPIN/ 

GOVPIN×CEOINCENT 

-2.656 -10.980 -6.175 -0.130 

 (-2.030)* (-1.600) (-1.490) (-0.140) 

SPCF/ ENVPCF/ SOCPCF/ 

GOVPCF ×BRDSIZE 

0.165 0.045 -0.234 -0.096 

 (0.620) (0.040) (-0.430) (-0.400) 

SPCF/ ENVPCF/ SOCPCF/ 

GOVPCF ×DO 

-1.137 -11.826 4.798 3.758 

 (-0.340) (-0.860) (0.710) (1.320) 

SPCF/ ENVPCF / SOCPCF/ 

GOVPCF ×DF 

-4.344 -15.470 -15.028 -1.347 

 (-0.630) (-0.570) (-1.120) (-0.210) 

SPCF/ ENVPCF / SOCPCF / 

GOVPCF ×CEOINCENT 

7.592 -9.670 29.478 -1.534 

 (2.470)* (-0.710) (4.220)*** (-0.580) 

FIRMSIZE 4.454 5.431 4.053 1.971 

 (41.620)*** (20.370)*** (23.430)*** (36.390)*** 

ROA 10.629 20.100 11.618 4.931 

 (6.790)*** (4.190)*** (4.310)*** (6.060)*** 

LEV -4.099 -4.083 -1.339 -1.999 

 (-5.530)*** (-1.930) (-1.070) (-5.190)*** 

PB 0.295 0.350 0.183 0.150 

 (6.750)*** (3.340)*** (2.680)** (6.580)*** 

Constant -30.361 -66.130 -24.610 31.812 

 (-10.110)*** (-10.950)*** (-5.970)*** (20.850)*** 

IndustryDummy Yes Yes Yes Yes 

YearDummy Yes Yes Yes Yes 

Observations 6,233 2,665 4,331 6,227 

Adjusted R2 0.505 0.324 0.354 0.422 

F 193.250 39.710 72.940 138.860 

Table 3.14 Note: 

t statistics in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). 

The estimated regressions are based on the below specific model: 

𝑌 = 𝛽0 + 𝛽1𝑋𝐼𝑁𝑖,𝑡 + 𝛽2𝑋𝐶𝐹𝑖,𝑡 + 𝛽3𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 + 𝛽4𝐷𝑂𝑖,𝑡 + 𝛽5𝐷𝐹𝑖,𝑡 + 𝛽6𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 + 𝛽7𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 ×

 𝑋𝐼𝑁𝑖,𝑡 + 𝛽8𝐷𝑂𝑖,𝑡 × 𝑋𝐼𝑁𝑖,𝑡 + 𝛽9𝐷𝐹𝑖,𝑡 ×  𝑋𝐼𝑁𝑖,𝑡 + 𝛽10𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×  𝑋𝐼𝑁𝑖,𝑡 + 𝛽11𝐵𝑅𝐷𝑆𝐼𝑍𝐸𝑖,𝑡 × 𝑋𝐶𝐹𝑖,𝑡 +

𝛽12𝐷𝑂𝑖,𝑡 ×  𝑋𝐶𝐹𝑖,𝑡 + 𝛽13𝐷𝐹𝑖,𝑡 × 𝑋𝐶𝐹𝑖,𝑡 + 𝛽14𝐶𝐸𝑂𝐼𝑁𝐶𝐸𝑁𝑇𝑖,𝑡 ×  𝑋𝐶𝐹𝑖,𝑡 + ∑ 𝛽𝑛𝐶𝑂𝑁𝑉𝑖,𝑡 + 𝜀. ……Model 10  
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Model 10 tests the association between the intensity of institutional or coordinated shareholder activism and the 

level of CSR disclosure (also for its subdimensions). Y denote ESG, E, S and G respectively at t+1. X denote the 

number of shareholder activism (SP), the number of shareholder activism on environmental issues (ENVP), the 

number of shareholder activism on social issues (SOCP) and the number of shareholder activism on governance 

issues (GOVP). XIN denote the number of institutional shareholder activism (SPIN), the number of institutional 

shareholder activism on environmental issues (ENVPIN), the number of institutional shareholder activism on 

social issues (SOCPIN) and the number of institutional shareholder activism on governance issues (GOVPIN) 

respectively. XCF denote the number of coordinated shareholder activism (SPCF), the number of coordinated 

shareholder activism on environmental issues (ENVPCF), the number of coordinated shareholder activism on 

social issues (SOCPCF) and the number of coordinated shareholder activism on governance issues (GOVPCF). 

DO denotes the percentage of outside directors; BRDSIZE denotes the board size; CEOINCENT denotes the 

percentage of short-term and long-term incentives of CEO compensation to the total compensation; CONV 

represents control variables including FIRMSIZE, ROA, LEV and PB. FIRMSIZE denotes firm size (the natural 

logarithm of total assets); ROA denotes return on assets (return on assets as EBIT deflated by lagged total assets); 

LEV denotes leverage (total of short-term and long-term interest-bearing liabilities deflated by total assets); PB 

denotes P/B ratio (Market value of equity deflated by book value of equity). All the independent variables, 

variables measuring corporate governance mechanisms and control variables are collected at t. i represents 

company i, and t represents the year when shareholder activism happens. The results are presented in Table 3.14. 
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3.6 CONCLUSION 

This chapter examines whether different types of shareholder activism affect CSR disclosure 

level, and whether other corporate governance mechanisms moderate these associations. The 

results document that given a sufficiently large board size and the presence of female directors 

on the board, the association between shareholder activism and CSR disclosure becomes 

positive, despite the fact that shareholder activism negatively relates to CSR disclosure. This 

reflects the weakness of shareholder activism on its own. However, in the presence of certain 

corporate governance mechanisms, firms may respond and increase CSR disclosure.  

   

Anchored in stakeholder salience theory, prior literature proposes that large shareholder 

activism, namely coordinated shareholder activism and institutional shareholder activism, 

contribute to enhanced financial performance (Gillan & Starks, 2000) and corporate social 

performance (Neubaum & Zahra, 2006), as their power threatens managerial job security.  

However, there are differences between coordinated shareholders and institutional 

shareholders, as they are exposed to different levels of the collective action problem. Olson 

(2009) proposes that the larger the monitoring group, the more severe the collective action 

problem. In this sense, the collective action problem may keep salient shareholders from 

receiving significant managerial responsiveness. Given this theoretical background, the chapter 

has studied the relationship between institutional shareholder activism or coordinated 

shareholder activism and CSR disclosure. In doing so, CSR disclosure level is used as a signal 

of managerial responsiveness to shareholder activism. 

 

The chapter seeks to extend Gillan and Starks (2000) by splitting large shareholder groups into 

institutional shareholders and coordinated shareholders. It examines how institutional 
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characteristics differ from coordinated characteristics in receiving managerial responses, 

namely CSR disclosure manipulation. While Gillan and Starks (2000) allege that institutional 

shareholders and coordinated shareholders behave similarly, this chapter notes different 

managerial reactions in terms of CSR disclosure level after institutional shareholder activism 

and coordinated shareholder activism.  Specifically, given a sufficient number of directors on 

the board, institutional shareholders push firms to manipulate CSR disclosure level whereas 

coordinated shareholder activism does not change CSR transparency significantly. This 

evidence partially indicates that institutional shareholders demonstrate more salience than 

coordinated shareholders to the firm. These results are also contingent on other corporate 

governance mechanisms that can either complement or substitute shareholder activism to 

promote CSR transparency. Specifically, the results indicate that large board size or presence 

of female directors complements shareholder activism (also for shareholder activism 

requesting CSR disclosure) in monitoring CSR transparency, whereas the results of additional 

tests roughly reveal that these governance mechanisms do not drive the association between 

the intensity of shareholder activism and CSR disclosure. This means that shareholder activism 

and corporate governance mechanisms (namely, large board size and female directors) work 

together to inflict significant pressure on firms for CSR transparency; however, intensive 

shareholder activism may actually discourage firms from increasing CSR transparency. More 

precisely, the results suggest that the complementary effect among corporate governance 

mechanisms only exists when the level of shareholder activism is not high. In addition, the 

results reveal a weak complementary effect of outside directors and CEO incentives with 

shareholder activism. This therefore signals that large board size and female directors are 

detrimental mechanisms in enhancing CSR transparency, whereas the presence of outside 

directors and CEO long-term incentives are relatively less important. 
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Similar to the above findings on the complementary effect, the results also confirm that 

institutional or coordinated shareholder activism is not associated with CSR disclosure level, 

whereas large board size and the presence of female directors can complement institutional 

shareholder activism to increase CSR transparency. Nonetheless, these mechanisms do not 

significantly complement the impact of coordinated shareholder activism on CSR disclosure 

level. Taken together, these findings indicate that large board size and female directors are 

desirable governance mechanisms only if there are no collective action problems among 

shareholder activists. 

 

The findings also show that shareholder activism negatively relates to changes of CSR 

disclosure level. Furthermore, firms do not respond to institutional shareholders by changing 

CSR disclosure level, potentially because there is no weighty expectation from institutional 

shareholders regarding CSR disclosure. Further, institutional shareholder activism on its own 

is not related to CSR or CSP, but in combination with large board size or female directors, can 

lead to increases in both CSR disclosure level and CSR performance given large board size and 

female directors on the board. These findings indicate that socio-political theory can provide 

an explanation regarding how overall shareholder activism affects CSR performance or 

disclosure level. That is, shareholder activism inflicts a heightened level of pressure and 

scrutiny on firms, thus demotivating firms from disclosing CSR information. Nevertheless, 

when facing institutional shareholder activism and strong corporate governance mechanisms, 

firms with superior performance tend to convey their positive actions through increased CSR 

disclosure level, in line with voluntary disclosure theory.  
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Lastly, additional results suggest that the intensity of shareholder activism on its own or 

combined with corporate governance mechanisms do not lead to change in CSR disclosure. 

This indicates that compared with an intensive level of shareholder activism, a moderate level 

of shareholder activism may increase CSR transparency more effectively. 

 

Overall, the findings provide empirical evidence that salient shareholders with power, 

legitimacy and urgency receive more responsiveness from firms. Unlike scholars who direct 

their attention solely to CSR, this chapter explores how different salient shareholder groups 

affect CSR disclosure. This study finds that variations in shareholder salience lead to different 

corporate reactions. While prior research such as Neubaum and Zahra (2006) and Gillan and 

Starks (2000) examines the effectiveness of coordinated shareholder and institutional 

shareholder activism, they do not separate coordinated shareholder activism from institutional 

shareholder activism, thus failing to consider how the collective action problem restricts 

shareholder power. Coordinated shareholder groups are typically exposed to a high degree of 

the collective action problem compared with institutional shareholder groups that have fewer 

conflicts of interests given the existence of certain corporate governance mechanisms. The 

results also advocate that proxy rules should not restrict the communication of coordinated 

shareholders but assist them to resolve conflicts of interest, thereby creating an effective 

coalition for managerial monitoring. In addition, the results also illustrate that corporate 

reactions to shareholder activism rely upon other corporate governance mechanisms in 

particular board size and female directors that can complement or substitute shareholder 

activism.  
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By examining CSR disclosure, this chapter connects stakeholder salience theory to the 

disclosure behaviour of firms. It is paramount to examine the relationship between shareholder 

power and information disclosure, as it provides evidence about how firms manage 

relationships with their constituents. In addition, the results also suggest that relevant 

mechanisms and regulations should be introduced to mitigate collective action problem among 

coordinated shareholder groups.  

 

Although this chapter has both theoretical and practical contributions, it also has some 

limitations. Firstly, it does not consider the interaction of salient shareholders and other 

stakeholders, although this interaction can influence their power and thereby alter CSR 

performance or CSR disclosure. Secondly, it does not investigate the quality of CSR disclosure 

but only the quantity or extent of disclosure. The quality of CSR disclosure after shareholder 

activism is also important in terms of evaluating information manipulation. These points can 

be addressed by future research.  
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Chapter 4: Spillover Effects of Shareholder Activism 

 

4.0 SYNOPSIS 

This chapter addresses the third research question of this thesis (see Chapter 1). Specifically, it 

examines whether the spillover effects (i.e. peer effects) of shareholder activism influence 

corporate social responsibility (CSR) disclosure, corporate social performance (CSP) and 

financial performance respectively. Based on the sample developed from analysis of 

shareholder proposals lodged during the period of 2007-2014, the chapter identifies a strong 

positive relationship between shareholder activism and social and environmental disclosure 

level in peer firms. The chapter has also identified a relatively weak positive relationship 

between shareholder activism and CSP. Furthermore, it finds a positive association between 

the spillover effects of shareholder activism and firm value. The results also show that 

institutional shareholder activism improves CSR transparency, CSP and financial performance 

whereas coordinated shareholder activism does not show any significant influence on CSR 

disclosure, CSP and financial performance among peer firms. The research of this thesis adds 

value to the current body of literature by examining the spillover effects of shareholder activism 

on CSR disclosure, financial performance and non-financial performance. 
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4.1 INTRODUCTION 

Shareholder activism has proven itself to be a well-organised corporate governance force in 

modifying business strategies, policies and the performance of targeted firms. It is argued that 

increased accessibility to online archival material regarding proposals and other documents of 

shareholder activism has facilitated wider reading and dispersal of information about 

shareholder activism events. The dissemination of such information not only produces an 

increased expectation regarding the reform of corporate policies in targeted firms, but it can 

also result in the scrutiny of and pressure on peer firms, thereby influencing their corporate 

social performance, corporate governance, disclosure and financial performance. These 

consequences for peer firms are called “spillover effects”. 

  

Roehm and Tybout (2006) define spillover effects as when negative information on one product 

influences sales of other products within the same brand family. This chapter will extend this 

concept through examining the specific spillover effects of shareholder activism on corporate 

social responsibility (CSR) disclosure, corporate social performance (CSP) and financial 

performance (FP) and relate them to changes of performance in non-targeted firms after 

shareholder activism targeting peer firms. Research into spillover effects argues that they can 

originate from (1) information asymmetry (Lieberman & Asaba, 2006); (2) market competition 

(Gantchev et al., 2017). Lieberman & Asaba (2006) argue that the mimicking behaviour of 

non-targeted peer firms is due to their lack of information. This lack leads to a tendency to 

learn from well-informed others in order to easily design their own policies. Current literature 

points out two forms of spillover effects with regard to market competition, namely the 

threatening effect (Gantchev et al., 2017) and the competition effect (Aslan & Kumar, 2016). 

The threatening effect contends that non-targeted firms proactively adopt strategies in fear of 

being targeted in the future (Gantchev et al., 2017). This theory specifically implies that 
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shareholder activism deteriorates corporate reputation by signalling that firms have acted 

against the will of shareholders and demotivates investors from making investments, and as a 

result, it damages firms by reducing their financial resources. In the face of shareholder 

activism in targeted firms, non-targeted firms have to proactively adopt policies or strategies 

to protect themselves from reputational risks and financial disaster. Contrastingly, the product 

competition effect derives from the competitive pressure of peer firms (Aslan & Kumar, 2016). 

Shareholder activism consequentially could improve performance of targeted firms thus 

making them stand out from peer firms. In fear of falling behind, non-targeted firms have to 

proactively change their policies and strategies to maintain their status and performance even 

if they do not face the threats of shareholder activism. Overall, both forms of spillover effects 

cause the changing behaviours of peer firms, usually an improvement in performance. 

 

Nowadays, shareholder activism not only disciplines firms regarding financial performance 

and policies, but to a greater extent it acts as a crucial monitoring mechanism of firm 

management in social, environmental and governance aspects. Specifically, shareholder 

proposals on contemporary issues such as environmental issues and social issues have received 

majority support in firms, indicating an increased public awareness surrounding CSR issues 

(Mueller & Ising, 2017). One example could be the shareholder proposal on Newmont’s 

Community Policies and Practices in 2007 40  with 91.6% support from shareholders. The 

increased public awareness calls for more exploration of shareholder activism in relation to 

ESG issues. To study the spillover effects of shareholder activism among peer firms, the 

influences from shareholder activism on CSR practices among them should not be neglected. 

Further investigation could add value to this body of literature by providing insights into 

 
40 See https://www.sec.gov/Archives/edgar/data/1164727/000119312507046484/ddef14a.htm#toc54074_34a 
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whether shareholder activism is a successful and effective tool in changing behaviour within 

non-targeted firms. 

  

The evolution of SEC regulations in 1992 (Sharara & Hoke-Witherspoon, 1993) and 200841 

resulted in relaxed regulations on institutional shareholder communication by allowing non-

disclosed communication and the exchanging of information in electronic forums. This 

evolution has increased the likelihood and effectiveness of shareholder coordination. As a 

consequence, shareholder proposals on CSR issues have become more important to firms and 

can lead to fundamental CSR reforms (Perrault & Clark, 2016).  Proposals from institutional 

or coordinated shareholders could continue to compel peer firms to proactively change CSR 

policies, as they may exert strong bargaining power and target peer firms in the future. 

Specifically, companies may fear losing the ongoing support of institutional or coordinated 

shareholders who have traditionally controlled the vital economic resources of firms. In that 

case, activism from institutional or coordinated shareholders is likely to strongly influence the 

policies of peer firms. Therefore, examining whether institutional and coordinated shareholders 

causes change(s) to the CSR practices of non-targeted peer firms would allow us to better 

understand the implications of shareholder salience for peer firms’ behaviour.  

 

In light of the above discussion, this chapter will assess the spillover effects of shareholder 

activism by enquiring: 

Does shareholder activism affect social, environmental and governance performance and 

disclosure and financial performance in peer firms? 

 
41 See http://www.shareholderforum.com/Reference/20080118_SEC-rules.pdf 
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This chapter contributes to the large current body of literature examining whether shareholder 

activism affects performance, the adoption of policies and the implementation of strategies in 

peer firms, based on the S&P 1500 sample from between 2007 and 2014. It extends current 

literature by providing an understanding of the peer firms’ proactive risk management (i.e. peer 

effects or spillover effects) through analysing changes to CSR disclosure, CSP and FP. 

Specifically, through analysis of ESG disclosure scores, this chapter provides evidence of how 

spillover effects of shareholder activism influence CSR disclosure. Spillover effects on CSP 

are shown via the implications of activism for KLD strength and KLD concern. The thesis 

chooses ESG disclosure score to measure CSR disclosure level and chooses KLD to measure 

CSP based on: (1) the availability of data; and (2) the measurements used in prior literature. 

For instance, Giannarakis (2014) uses ESG disclosure score to measure CSR disclosure level. 

KLD data are employed by Cao et al. (2019) to measure CSP. Spillover effects on FP is shown 

by examining the association between shareholder activism and indicators of FP, namely 

Tobin’s Q, ROE, annual return and revenue growth. The reason to choose these indicators is 

because they are widely used in prior literature on examining financial performance or 

consequence. For example, Bharadwaj, Bharadwaj and Konsynski (1999) uses Tobin’s Q as a 

measurement for FP. ROE and annual return are employed by Hong, Plowman and Hancock 

(2007) as a measurement for FP. Revenue growth which indicates business growth of the firm 

is employed by Chen, Cheng and Hwang (2005) as a measurement for FP. 

 

Furthermore, the chapter contributes by comparing the influence of spillover effects on CSR 

disclosure, CSP and FP. Clarkson et al. (2011) and Clarkson et al.(2008) propose the 

inconsistency between the level of CSR disclosure and the level of CSP, which indicates a need 

to examine whether shareholder activism affects CSR disclosure and CSP in peer firms 

consistently or not. In addition, other studies also show disparity between CSP and FP (Lu, Ye, 
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Chau, & Flanagan, 2018). The inconsistency of the three indicators indicates the need to 

examine CSR disclosure, CSP and FP together to understand the influence of shareholder 

activism on firm performance comprehensively. Therefore, examining the disparity among 

CSR disclosure, CSP and FP in peer firms after shareholder activism will contribute to the 

research into the performance-disclosure gap.  

 

This chapter also makes contributions by evaluating whether large shareholders, namely 

institutional shareholders and coordinated shareholders, cause an intensification of the 

spillover effects after regulatory reform. Accordingly, it examines whether the coordination 

between shareholders, or having an institutional shareholder initiating the activism, enhances 

stakeholder salience levels and therefore the overall effectiveness of shareholder activism. In 

doing so, the chapter verifies stakeholder salience theory and collective action theory, from the 

perspective of corporate reaction (i.e. whether changes in firm policies and performance result 

directly from peer firms’ shareholder activism).  

 

Beyond the contributions on the research and theories, the chapter also contributes to the 

regulation on shareholder activism. The sample employed in this chapter’s analysis is between 

2007 and 2014. This timeframe has been utilised because during this period, the regulation 

surrounding communication for large shareholders were less restricted. For instance, as of 

October 22, 1992, the Security Exchange Commission (SEC) no longer required large 

shareholders to report all their communication in the statements (Sharara & Hoke-

Witherspoon, 1993) and encourages them to communicate through an electronic forum after 

January 18, 2008 (Morris, 2008). Specifically, the electronic forums offer a quicker and 

cheaper way to express ideas and facilitate easier cooperation, thus increasing their bargaining 
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power as stakeholders (Morris, 2008). It is argued that loosened regulations regarding 

communication and the increased use of electronic forums have allowed shareholders to 

become more salient, therefore increasing the likelihood of their proposals receiving more 

significant corporate responses than in previous periods. The evidence provided in this chapter 

will allow regulators to assess the impact of regulation on shareholder activism (e.g. whether 

the relaxation of communication rules in 2008 has indeed led to more responsive corporate 

changes to shareholder requests.). Additionally, the evidence of this chapter on spillover effects 

enables regulators to understand the externality of activism, thereby establishing appropriate 

regulations to generate the positive externality of shareholder activism. 

 

The remainder of this Chapter Four is organised into five sections. In Section 4.1, the 

background of spillover effects was introduced. In Section 4.2, prior literature is reviewed, and 

hypotheses are developed. The method and models utilised in this thesis are evaluated in 

Section 4.3. Sections 4.4 and 4.5 present the results and the chapter’s conclusion respectively. 

 

4.2 LITERATURE REVIEW 

4.2.1 Peer effects in the fields of sociology and education  

The concepts of spillover effects or, more commonly, peer effects appear throughout early 

research in the fields of sociology and education. Studies in these areas have documented the 

reasons why these peer effects occur and formed the foundations of current research. Since the 

theories regarding peer effects in business are built upon those developed earlier in the areas 

of sociology, education and economics, this chapter will briefly review the body of literature 

investigating peer effects in those fields and analyse the relevant evidence and theories.  
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Peer effects are rooted in the comparison of behaviour. Festinger (1954) argues that people 

make comparisons to evaluate their own abilities and skills. For instance, people can establish 

whether they run fast enough through comparison to the running of others (Festinger, 1954). 

This reference process shapes people’s opinions and drives them to learn from favoured peer 

groups. The first step in the reference process involves selecting specific peer groups for 

comparison. Normative or comparative reference theories and role theory explain how 

reference groups are chosen in the reference process (Hallinan & Williams, 1990). Normative 

reference theories propose that people refer to social values and norms to identify standards for 

behaviour, whereas comparative reference theories suggest the use of specific reference groups 

to identify standards for behaviour (Hallinan & Williams, 1990; Kemper, 1968). Role theory 

notes that people may mimic the behaviour of those they respect (Hallinan & Williams, 1990).  

 

After identifying reference groups, the next step in reference process pertains to comparing 

activities. Relevant research has examined the outcome of comparing activities through studies 

into how young students improve their academic achievements. Lazear (2001) argues that 

eventually, comparing activities can lead to both positive and negative outcomes especially in 

classroom-based education. Winston and Zimmerman (2004) found that strongly performing 

students can positively improve the performance of poorly performing students, whereas the 

former’s performance is not affected by that of the latter. Similarly, Zimmer and Toma (2000) 

argue that students who are less capable of studying are more likely to be impacted by peer 

effects than their counterparts with respect to academic achievement. Contrastingly, Lazear 

(2001) documents the negative outcomes of comparing activities. Specifically,  if one child 

behaves undesirably, then others might imitate the behaviour of this child, thus spreading the 

same negative externality (Lazear, 2001). Overall, these studies conclude that comparing 
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activities may result in narrowing the gaps between poorly performing students and their strong 

peers. 

 

The tendency to learn from well-performed peers not only affects the academic attainment, but 

it could also affect social behaviours. In a study combining education with sociology, Gaviria 

and Raphael (2001) extend the peer effects of school performance to social performance. They 

find that students are likely to be influenced by peers in terms of participating in social activities 

such as drinking alcohol and using drugs. They also document that this propensity is more 

conspicuous in students from a single-parent family. Analogous to their research, Lundborg 

(2006) focuses on the role of peer effects in these activities. Lundborg (2006) reports a stronger 

influence of peer effects regarding drinking alcohol, whilst identifying a weaker influence of 

peer effects regarding drug use. These studies indicate that people prefer to mimic social 

behaviour which benefits their social network. In the meantime, these studies also illustrate 

that the negative influences from this imitation could demotivate them from mimicking others.  

 

Sociology, education and business research often overlap each other because they invariably 

consider the social connections of people and their interactions (Gaviria, Raphael, & Statistics, 

2001; Lazear, 2001). Accordingly, the motivation to catch up with better performing peers, as 

demonstrated through the aforementioned studies, may also translate into similar competitive 

incentive between firms. This widespread phenomenon of spillover or peer effects motivates 

scholars in areas such as business and economics to utilise the concepts and definitions 

produced in the fields of sociology and education as a framework in their research.  

 

 



204 

 

4.2.2 Peer effects on business, corporate performance, governance and CSR issues 

Analogous to the research into peer effects in sociological and educational fields, the research 

into the influence of peer effects in business indicates that firms tend to mimic better 

performing peer firms. Research in the field of business into peer effects can be classified into: 

(1) influences on individual behaviours; (2) influences on corporate performance or governance 

issues. Both individual learning and corporate learning behaviours are generated by a 

motivation to obtain both positive information and experience from peers. 

 

Typically, research into the impact of peer effects on individual behaviour in the business field 

involves studies on labour economics (Cornelissen, Dustmann, & Schönberg, 2017; Falk & 

Ichino, 2006), investments (Kaustia & Knüpfer, 2012) and entrepreneurship (Nanda & 

Sørensen, 2008). These articles find improved productivity (Falk & Ichino, 2006), better 

financial return (Kaustia & Knüpfer, 2012) and positive influences on personal career are 

related to peer effects. Falk and Ichino (2006) find that peer effects from high-productivity 

workers stimulate the low-productivity workers to raise their productivity. Kaustia and Knüpfer 

(2012) report that positive share return to investors entices investors with the same zip code to 

enter the market. Falk & Ichino (2006) and Kaustia & Knüpfer (2012) extend peer effects 

research from sociology into to the fields of economics and business. They both confirm the 

key conclusion from sociological research into peer effects: that people are motivated to learn 

from good behaviour and avoid bad performance. Nanda and Sørensen (2008) argue that 

employees aspire to be entrepreneurs if their peers have achieved the same goal or have 

superior knowledge in an area due to previous employment. The peer effects occur due to the 

knowledge and information sharing among them.  
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The development of modern technology has facilitated increased information dissemination 

and market competition throughout the globe (Hauswald & Marquez, 2003). An increasingly 

fierce, accessible and competitive global environment drives peer effects among firms because 

they fear falling behind their peers. Bushman and Smith (2003) argue that peer effects are 

intensifying, as more peer firms are available to compare with. Chen and Ma (2017) argue that 

information gained from peer firms, in combination with the current fierce global competition 

intensify positive peer effects on financial performance, as the learning from peer’s benefits 

investment decision-making. This benefit is particularly pivotal to new firms with financial 

constraints which have a strong desire for profit to fund their new projects and investments 

(Chen & Ma, 2017). DeFond and Park (1999) argue that the highly competitive global 

environment increases CEO turnover. Firms with below average performance are inclined to 

improve their performance so that managers in such companies can secure their jobs (Arora & 

Dharwadkar, 2011). If firms (or the managers) are unable to improve firm performance, 

shareholders may lose confidence in the firm, thus initiating shareholder activism (Arora & 

Dharwadkar, 2011). In summary, when peer firms have reformed their policies in the attempt 

to improve firm performance, their underperforming counterparties are often incentivized to 

undertake similar reforms, to pre-emptively defend themselves from being targeted. 

 

Current literature widely documents peer effects between firms by primarily discussing their 

impact on firm performance (Gantchev et al., 2017) or corporate governance issues 

(Faulkender & Yang, 2010; Leary & Roberts, 2014; John & Kadyrzhanova, 2008; Chen & Ma, 

2017; Ferri & Sandino, 2009). Similar to the peer effects identified between individuals, the 

peer effects between firms also originate from comparing activities. Gantchev et al. (2017) 

show that firms learn lessons from their peers after events of shareholder activism. This 

learning behaviour is reflected by the improved value of non-targeted peer firms (Gantchev et 
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al., 2017). In summary, based on observation of targeted firms, peer firms adopt proactive 

policies to prevent themselves from similar shareholder activism in the future (Gantchev et al., 

2017).  

 

Literature regarding the impact of peer effects on corporate governance typically includes 

analysis of corporate policies (Leary & Roberts, 2014; John & Kadyrzhanova, 2008; Chen & 

Ma, 2017) , directors (Levit & Malenko , 2016), board structure (Faulkender & Yang, 2010) 

and employee stock options (Ferri & Sandino, 2009). Most studies find that successful firms 

can strongly influence the financial policies and capital structure of unsuccessful peer firms. 

Analogous to the results of research in sociological and educational fields, Leary and Roberts 

(2014) identify learned good behaviour within firms and demonstrate its existence and 

influence in decision-making related to financial policies. Rather than focusing on analysis of 

the individual behaviour, Leary and Roberts (2014) focus on herd behaviour to explain the 

theoretical motivation behind the learning behaviours of firms. By copying policies and 

strategies from more successful firms, underperforming firms can free-ride their peers to 

develop more desirable policies. For managers, free riding on another firms’ policies can 

mitigate the likelihood of threat to their job security from shareholder activism.  

 

John and Kadyrzhanova (2008) examine the influence of peer effects in the adoption of 

corporate policies, namely anti-takeover provisions (ATP). For example, if targeted firms adopt 

ATP, non-targeted peer firms will feel pressured to adopt them as well, fearing potential future 

takeover bids. Consequently, both Leary and Roberts (2014) and John and Kadyrzhanova 

(2008) argue that peer effects advance corporate governance. Levit and Malenko (2016) find 

that desirable corporate governance of peer firms motivates directors in these firms to behave 
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friendly to shareholders. It illustrates the tendency to learn from desirable corporate governance, 

which also confirms Leary and Roberts (2014) and John and Kadyrzhanova (2008). Faulkender 

and Yang (2010) argue that firms with undesirable corporate governance namely, busy boards, 

chairman CEOs and CEOs with long tenure, set CEO compensation by comparing to highly 

paid executives in peer firms. The evidence presented by Faulkender and Yang (2010) indicates 

that peer effects are conditional on other corporate governance mechanisms. Similarly, Chen 

and Ma (2017) also suggest that peer effects are dependent upon various conditions and factors. 

Specifically, they show that if firms have high disclosure quality, their peer firms may adopt 

similar policies or make similar financial decisions. 

 

Chen and Ma (2017) go one step further in their study by examining the financial performance 

of peer effects. Their research proposes strong associations among peer effects, corporate 

governance and financial performance. Chen and Ma (2017) argue that peer effects can 

improve corporate governance and eventually increase financial performance. Ferri and 

Sandino (2009) document that non-targeted firms are likely to expense employee stock options 

if their counterparts are targeted by shareholder proposals to expense employee stock options. 

This is also because peer firms prefer to voluntarily implement costless proactive strategies to 

improve corporate governance and protect the value of shareholders, while simultaneously 

preventing shareholder activism in the future (Ferri & Sandino, 2009). In summary, current 

literature asserts that peer effects can improve financial performance and/or corporate 

governance. 

 

The adoption of CSR policies may also be influenced by peer firms; however, the level of this 

influence is as yet, undetermined. Lin and Chih (2016) propose that firms tend to shape CSR 



208 

 

policies according to those of peer firms. Vogel (2005), however, argues that companies may 

not alter their CSR policies due to peer effects, because CSR policies may not directly increase 

organisational profitability. It is therefore arguable that the influence of peer effects in adopting 

CSR policies is weak. Liu and Wu (2016) suggest that a close association between CSR policies 

and profitability would drive firms to implement desired CSR policies in line with their peer 

firms. Cao et al. (2019) find that the implementation of past CSR proposals (which represent 

the dissatisfaction of shareholders against firms) leads to the adoption of similar CSR policies 

in peer firms. Findings from Cao et al. (2019) indicate that negative events influencing CSR or 

introducing increased pressure to adopt CSR policies enhances peer effects. 

 

In summary, this Section 4.3 has provided an overview of research examining spillover effects 

in different research fields from sociology to business. Despite an increase in scholarly interest 

regarding spillover effects within various research fields, the paucity of specific research into 

the relationship between the spillover effects of shareholder activism on CSR and its disclosure 

indicates a necessity for further research.  

 

4.3. Development of hypotheses 

4.3.1 Spillover effects of shareholder activism, firm value and CSR 

Coleman (2004) argues that spillover effects derive from conformity of behaviour. Winston 

and Zimmerman (2004) investigate spillover effects in the field of education. However, their 

results can also be applied to the business arena where conformity is often synonymous with 

better corporate performance (Festinger, 1954; Suls & Wheeler, 2013). This conformity is 

explained by social comparison theory which explores how firms assess their achievement 

through comparison with peer firms’ performance. In summary, comparison with their peers 
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allows firms to evaluate their own performance (Festinger, 1954; Suls & Wheeler, 2013). 

Through continuous comparison with their peer firms, companies learn from their better-

performing competition and adopt their strategies and policies (Festinger, 1954; Suls & 

Wheeler, 2013). As peer firm comparison is a key driver of spillover effects, its impact is 

particularly obvious among group members with similar characteristics. For example, firms in 

the same industry (Roehm & Tybout, 2006) or with geographic proximity (Jiraporn, Jiraporn, 

Boeprasert, & Chang, 2014) can be strongly affected by spillover effects which are caused by 

continuous comparison. An explanation for this strong impact is that these firms are subject to 

similar standards, regulations and operating environment.   

 

In the business area, profitability is often the main reason that firms attempt to conform to the 

policies and standards of better-performing peer firms. As the primary aim of companies is 

profitability, it is likely that the key concerns of major shareholders relate to financial issues. 

As detailed in Section 4.2, prior research has related spillover effects to financial performance 

(Gantchev et al., 2017). The assumption behind this is that firms with higher potential to 

generate value can attract more shareholders. Pressure in a competitive environment forces 

peer firms to adapt their policies in financial, CSR and corporate governance areas to match 

the better performing firms in the hope to improve financial performance and therefore retain 

their shareholders.  

 

Due to an increase in shareholder/stakeholder activism related to social and environmental 

concerns (Weng, Chen & Chen, 2015), firms cannot afford to ignore CSR issues. Current 

literature has identified the close relationship between CSR and financial performance; indeed, 

CSR is often instrumental to a firm’s profitability. This relationship is due to: (1) legal 
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constraints and (2) risk management regarding reputation. Irresponsible firms are exposed to 

risks such as lawsuits and fines and subject to limited strategic options (McGuire, Sundgren & 

Schneeweis, 1988). These lawsuits and fines increase an irresponsible firm’s future expected 

costs (Ghoul et al., 2011), thus impairing financial performance. Spillover effects may also 

occur due to risk management on corporate reputation. To protect their legitimacy and 

reputation after negative events happened in firms, peer firms often adhere to social values and 

comply with stakeholder pressures via proactive adoption of CSR policies or implementation 

of particular defensive strategies. These proactive actions allow them to pursue better corporate 

governance (CG) and financial performance (FP), which mitigates potential negative public 

exposure in the future. Specifically, when non-targeted firms observe stakeholder pressure in 

targeted firms, CSR disclosure can be employed as a tool of reputational risk management as 

it can alter public perceptions of their firms’ CSR without fundamentally changing the 

underlying CSP (Odriozola & Baraibar-Diez, 2017). In summary, since proactive change to 

corporate CSR policies could avoid legal costs, manage reputational risks and benefit the firms’ 

FP, it is expected that spillover effects on the adoption of CSR policies could be significant.  

 

Current literature also documents empirical evidence regarding peer effects on the adoption of  

CSR policies within firms. Liu and Wu (2015) suggest that CSR policies in non-targeted firms 

are affected positively by the level of CSR in targeted firms. Non-targeted firms respond to the 

improved performance of targeted firms after shareholder activism by changing their own 

policies. Kopel (2009) finds that firms which adopt CSR strategies earlier than their peers 

generate higher profits. Essentially, when induced by the prospect of increasing profits, peer 

firms will voluntarily act regarding CSR issues. Darnall, Henriques, and Sadorsky (2010) 

document the proactive implementation of environmental strategies when firms are confronted 

with stakeholder pressure, and therefore, demonstrate that the peer effects directly impacts CSR 
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risk management. Hence, it is expected that firms are strongly motivated to manage risks 

associated with the spillover effects of shareholder activism targeting other firms by adopting 

proactive CSR policies.  

 

While CSR reporting is employed by companies to influence public perceptions, costs 

associated with it can be high, which often demotivates firms from advancing CSR practices 

(Unerman, 2008). For instance, firms must invest an enormous amount of money into building 

a CSR website (Chapple & Moon, 2005). Firms must balance the costs and benefits of taking 

CSR actions (Denes et al., 2017). Consequently, heavy CSR-related costs can weaken the 

spillover effects from targeted firms on their peers. 

 

The above arguments note that whether shareholder activism improves CSR in peer firms is 

uncertain due to its associated costs. It therefore indicates the necessity of further research in 

this area. However, there is a lack of empirical evidence in this field according to the extant 

literature also confirms this necessity. Only Cao et al. (2019) provide detailed empirical 

evidence that shareholder activism could spill over to peer firms, altering their CSP. No 

research examines whether shareholder activism could spill over to peer firms in the form of 

influencing their CSR transparency. In addition, CSP may not consistent with or be reflected 

by CSR disclosure, as firms with undesirable CSP might employ extensive CSR disclosure to 

manage their risks (Clarkson et al., 2008). On the other hand, peer firms may also promote 

CSR disclosure to show their efforts in improving CSP according to voluntary disclosure theory 

(Clarkson et al., 2011). The association between CSR and FP mentioned above illustrates that 

further investigation in this field cannot exclude the financial consequences of spillover effects. 
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Whether shareholder activism influences CSR practices in peer firms and its impacts on CSP, 

CSR disclosure and FP should be investigated.  

 

Based on the arguments above, the following hypotheses (in null form) are proposed: 

H1a: There is no association between shareholder activism and CSR disclosure in peer firms. 

H1b: There is no association between shareholder activism and CSP in peer firms. 

H1c: There is no association between shareholder activism and financial performance in peer 

firms. 

 

4.3.2 Stakeholder salience, collective action and spillover effects 

According to stakeholder salience theory, by controlling critical financial resources, large 

shareholders are more powerful and legitimate, thus their proposals are more consequential to 

firms (Mitchell et al., 1997). For example, institutional investors such as funds and 

organisations possess extensive knowledge of investment and can easily access information 

regarding swaps and forward markets, which is usually not available to individual investors 

(InvestorGuide, 2018). Furthermore, many institutional investors have their own website42 

outlining goals, strategies and business which receive considerable attention from the public. 

Their actions and requests are therefore more visible to firms, when compared with those of 

individual shareholders.  

 

 
42 Active institutional filers of shareholder proposals such as AFL-CIO Reserve Fund, As You Sow and 

AFSCME Employees Pension Plan have their own website. 
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Stakeholder salience theory also emphasises the importance of stakeholder identification and 

classification of primary stakeholders and secondary stakeholders depending on how critical 

their requests are to companies (Mitchell et al., 1997). Usually, the former directly affects 

organisations in terms of policies and operation, whereas the latter only indirectly influences 

organisations through their interaction with primary stakeholders (Polonsky, 1995). Typically, 

the strategies adopted by secondary stakeholders (such as community activists and NGOs) 

involve protests and boycotts which stimulate emotional reactions from public and challenge 

corporate reputation (Vasi & King, 2012). Their tactics, however, do not directly increase 

firm’s financial risk level which links to the undesirable corporate environmental performance 

(Vasi & King, 2012), and therefore cannot fundamentally promote environmental performance. 

In addition, Vasi and King (2012) argue that a firm will only cater to the secondary 

stakeholders’ requests if exposed to a rapid deterioration of reputation. Since primary 

shareholders in targeted firms may not be primary shareholders in non-targeted peer firms who 

directly influence a firm’s policies and operation, spillover effects may not create enough 

negative exposure to compel the adoption of proactive strategies in peer firms.  

 

While secondary stakeholders are inferior to primary stakeholders regarding their direct impact 

on firms, their efficacy in stimulating proactive risk management cannot be discounted. For 

example, societal stakeholders such as environmental and non-governmental organisations 

(NGOs) have had increased influence on firm affairs in recent years (Doh & Guay, 2006; 

Thijssens, Bollen, & Hassink, 2015). Eesley and Lenox (2006) find that secondary stakeholders 

who are powerful and more legitimate can receive significant responses from companies. 

Additionally, the power, legitimacy and urgency of NGOs or institutional stakeholders may 

lead to increases in environmental disclosure levels, indicating a firm’s willingness to cater to 

stakeholders who do not directly affect their policies and operation (Thijssens et al., 2015). 
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This empirical evidence implies corporate respect towards the requests of secondary 

stakeholders with salient attributes such as power and legitimacy. Shareholders from targeted 

firms, especially large shareholder groups possess these salient attributes and are able to 

instigate corporate reaction when needed. 

 

While stakeholder salience theory suggests that institutional shareholders and coordinated 

shareholders are powerful in promoting firm performance, their peer effects must be different. 

Specifically, peer effects from coordinated shareholder activism is less effective due to the 

collective action problem (Olson, 2009). Coordinated shareholders are subject to serious 

conflicts of interest, thus hindering some firms from perceiving their true intention (Olson, 

2009). In this case, the disciplinary effect from coordinated groups on a firm’s behaviour can 

deteriorate. Therefore, coordinated shareholder activism does not create comparably as strong 

spillover effects as institutional shareholder activism. 

 

Although the divergence of shareholder interests makes it difficult for targeted firms to respond 

to shareholders’ requests, it is not conspicuous to peer firms because they have less in depth 

understanding of the conflicts and hence focus their attention only on ruling out the risk of 

large shareholder activism in the future. Therefore, the collective action problem among 

coordinated shareholders to peer firms may not be as serious as the problem to targeted firms. 

Furthermore, similar with other large shareholders, coordinated shareholders have enhanced 

coercive power derived from abundant economic and information resources. If the non-targeted 

firms refuse to change according to the requests of these coordinated shareholders, these 

coordinated shareholders may lose confidence in these firms and refrain from investing in the 

non-targeted firms in the future. In order to attract more investments, non-targeted firms might 
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proactively change their policies and strategies to enhance the confidence of the coordinated 

shareholders. It therefore indicates that coordinated shareholders are salient enough to solicit 

corporate responses to their claims. Taken together, as a secondary stakeholder to peer firms, 

the salience of shareholders may outweigh the collective action problem created by the 

coordination of shareholders. The empirical evidence from King (2008) also emphasises the 

effectiveness of collective action among secondary stakeholders and notes that acting together 

entitles shareholder groups to receive significant reactions from the firm. Collective action 

helps further common interests of shareholder groups, preceding their power over the 

companies and eliciting substantial organisational responses (King, 2008).  

 

Based on the arguments above, the following hypotheses (in null form) are proposed: 

 H2a: There is no association between coordinated or institutional shareholder activism and 

CSR disclosure in peer firms.  

H2b: There is no association between coordinated or institutional shareholder activism and 

CSP in peer firms.  

H2c: There is no association between coordinated or institutional shareholder activism and 

financial performance in peer firms.  

 

4.4 RESEARCH METHOD 

4.4.1 Sample selection 

In this thesis, shareholder proposals are employed as a proxy of shareholder activism. The main 

reason to utilise shareholder proposals is that a sample of shareholder proposals could be easily 

collected from the Security Exchange Commission (SEC) website. Shareholder proposals are 
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collected based on the disclosure in DEF 14A forms from Security Exchange Commission 

(SEC) website. The sample is dated between 2007 and 2014 and was obtained from S&P 1,500 

companies. This period was chosen because it includes the most up to date data regarding 

shareholder activism. S&P 1,500 companies combine all the stocks from S&P 500, S&P 600 

and S&P 400, which account for most market capitalisation. These companies are usually large 

enterprises and thus easily exposed to publicity and fierce competition. As such they are also 

more vulnerable to peer effects. 

 

Shareholder proposals in S&P 1,500 companies were collected following the method of Ferri 

and Sandino (2009). Shareholder proposals were identified based on disclosure in DEF 14A 

forms from the Stock Exchange Commission (SEC) website. Each firm was then allocated a 

four-digit Standard Industrial Classification (SIC) code. Next, firm-years without any 

shareholder proposals are selected to be included in the sample. It is called non-targeted sample 

or the sample of peer firms. For the non-targeted sample, if in the last year, there are shareholder 

proposals within the same industry, they are the firms suffering spillover effects. 

 

4.4.2 Measurement of variables 

Independent variables 

Spillover effects 

The main independent variables are in Model 1, SO code “1”, if there was at least one 

shareholder proposal handed within last year in the same four-digit SIC industry; otherwise, it 

is coded as “0”.  
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The main independent variables in Model 2 are SOIN and SOCF. SOIN is coded to be “1”, if 

at least one shareholder proposal was handed within the last year by an institutional shareholder 

within the same four-digit SIC industry; otherwise it is coded “0”. Also, “1” is given to SOCF, 

if at least one shareholder proposal was submitted within the last year by co-filers within the 

same four-digit SIC industry and “0” otherwise. 

 

The additional test in Section 4.6 still employs Model 1. Instead of using SO, this test employs 

SOINO, SOINCF and SOCFO respectively. SOINO denotes the shareholder activism 

undertaken by institutional shareholders only (excluding coordinated institutional 

shareholders). SOINCF denotes the shareholder activism undertaken by both institutional and 

coordinated shareholders. SOCFO denotes the shareholder activism undertaken by coordinated 

shareholders only (excluding coordinated institutional shareholders). The definitions of 

independent variables are presented in Table 4.1. 

 

Dependent variables 

Financial performance43 

The research employs Tobin’s Q (TOBINSQt1 and TOBINSQt2) and annual return (ANNRt1 

and ANNRt2) to measure financial performance. Below are formulas to get Tobin’s Q 

(TOBINSQt1 and TOBINSQt2) and annual return (ANNRt1and ANNRt2). 

 

𝑇𝑂𝐵𝐼𝑁𝑆𝑄𝑡1 =
Book Value of Total Debt𝑡1 + Market Value of Total Equity𝑡1

Book value of Total Assets𝑡1
 

 
43 All variables measuring financial performance are winsorized at 1% level. 
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𝑇𝑂𝐵𝐼𝑁𝑆𝑄𝑡2 =
Book Value of Total Debt𝑡2 + Market Value of Total Equity𝑡2

Book value of Total Assets𝑡2
 

𝐴𝑁𝑁𝑅t1 = ln
𝑃𝑡1

𝑃𝑡
 

𝐴𝑁𝑁𝑅t2 = ln
𝑃𝑡2

𝑃𝑡1
 

ROE is measured as:  

𝑅𝑂𝐸𝑡1 =
Net income𝑡1

Book Value of Total Equity𝑡1
 

𝑅𝑂𝐸𝑡2 =
Net income𝑡2

Book Value of Total Equity𝑡2
 

Where net income and book value of total equity are collected at the time when shareholder 

activism happens; t1 and t2 are one year and two years after shareholder activism. 

 

Revenue growth is measured as: 

𝑅𝐸𝑉𝑇𝑡1 =
(𝑅𝐸𝑉𝑡1 − 𝑅𝐸𝑉)

𝑅𝐸𝑉
 

𝑅𝐸𝑉𝑇𝑡2 =
(𝑅𝐸𝑉𝑡2 − 𝑅𝐸𝑉)

𝑅𝐸𝑉
 

Where REVt1 is the amount of total revenue one year after shareholder activism; REV is the 

amount of total revenue at the time of shareholder activism; REVt2 is the amount of total 

revenue two years after shareholder activism. All the definitions of financial performance 

measures are presented in Table 4.1. 
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CSP and CSR disclosure 

ESG disclosure scores are collected from the Bloomberg database to measure transparency of 

CSR (i.e. level of CSR disclosure). ESG disclosure scores are collected at t1 and t2 from the 

Bloomberg database according to each of the firm-years in the sample. ESGDt1 and ESGDt2 

are used to denote ESG disclosure scores at t1 and ESG disclosure score at t2 respectively. St1 

and St2 denote to social disclosure scores at t1 and t2 respectively. Et1 and Et2 represent 

environmental disclosure scores at t1 and t2 respectively. Gt1 and Gt2 are used to represent 

governance disclosure scores at t1 and t2 respectively. The definitions of variables are shown 

in Table 4.1. 

 

To measure CSP, KLD data are collected from MSCI ESG KLD database. KLD strengths and 

KLD concerns scores in six categories of strengths and twelve categories of concerns are 

summarised. KLD strengths scores and KLD concerns scores show the major strength and the 

major weakness of firms respectively. The reason to run regressions on the scores of KLD 

strengths and KLD concerns separately is to keep the dependent variables non-negative and 

avoid a weighting problem. KLD strengths scores are calculated by summing up “Environment 

- Number of Strengths”, “Community - Number of Strengths”, “Emp. Relations - Number of 

Strengths”, “Diversity - Number of Strengths”, “Product - Number of Strengths”, “Human 

Rights - Number of Strengths” and “Corp. Gov - Number of Strengths”. KLD concerns scores 

are calculated by summing up “Environment - Number of Concerns”, “Community - Number 

of Concerns”, “Emp. Relations - Number of Concerns”, “Diversity - Number of Concerns”, 

“Product - Number of Concerns”, “Human Rights - Number of Concerns” and “Corp. Gov - 

Number of Concerns”.  KLDSt1 and KLDSt2 denote KLD strengths scores at t1 and t2. KLDCt1 
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and KLDCt2 denote KLD concerns scores at t1 and t2. Poisson regression is employed to test 

spillover effects on CSP because KLD data are counted data (Coxe, West, & Aiken, 2009).  

 

To measure sub-dimensions of CSP, KLD is categorised into social, environmental and 

governance dimensions. Similar to KLD strengths scores and KLD concerns scores, social 

strengths scores (SSt1 and SSt2), social concerns scores (SCt1 and SCt2), environmental 

strengths scores (ESt1 and ESt2), environmental concerns scores (ECt1 and ECt2), governance 

strengths scores (GSt1 and GSt2) and governance concerns scores (GCt1 and GCt2) are 

calculated. Specifically, the chapter classifies and sums “Community - Number of Strengths”, 

“Emp. Relations - Number of Strengths”, “Diversity - Number of Strengths”, “Product - 

Number of Strengths”, “Human Rights - Number of Strengths” and these are summed to get 

social strength scores. It also classifies “Community - Number of Concerns”, “Emp. Relations 

- Number of Concerns”, “Diversity - Number of Concerns”, “Product - Number of Concerns” 

and “Human Rights - Number of Concerns” as social concerns, summed up to get social 

concern scores. “Environment - Number of Strengths” represents environmental strength 

scores. “Environment - Number of Concerns” represents environmental concern scores. “Corp. 

Gov - Number of Strengths” represents governance strength scores. “Corp. Gov - Number of 

Concerns” represents governance concern scores. For KLD strengths and KLD concerns and 

their subdimensions, the definitions of variables are included in Table 4.1.  
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Control variables 

Consistent with  Artiach et al. (2010) and Giannarakis (2014), firm size (SIZE)44, leverage 

(LEV)45, financial performance (ROA)46 and price-to-book ratio (PB) are included as control 

variables in the models.  

 

Additionally, DSOCP, DENVP and DGOVP are included as control variables to measure the 

shareholder proposals relating to social, environmental and governance aspects in the last firm-

year for regressions. In doing so, the research controls the effects from corporate’s own 

proposals in the last year and only examines peer effects. 

 

4.4.3 The models 

Model 1 measures spillover effects of shareholder activism: 

Y=β0+ β1Xi +Σ βnCONVi,t1+ε. …Model 1 

Where Xi represent SO, SOENVP, SOSOCP and SOGOVP respectively. SOENVP denotes 

spillover effects of environmental proposals. SOSOCP denotes spillover effects of social 

proposals. SOGOVP denotes spillover effects of governance proposals. Y represents CSR 

disclosure score (ESGDt1, ESGDt2, Et1, Et2, St1, St2, Gt1, Gt2), CSP (KLDSt1, KLDCt1, 

KLDSt2, KLDCt2, ECt1, ECt2, SSt1, SSt2, SCt1, SCt2, GSt1, GSt2, GCt1 and GCt2), and FP 

(TOBINSQt1, TOBINSQt2, ANNRt1, ANNRt2, ROEt1, ROEt2, REVTt1 and REVTt2).  

 

 
44 natural logarithm of total assets 
45 total debt divided by total assets 
46 return on assets, measured as earnings before interest and taxes (EBIT) deflated by lagged total assets) at t1 
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CONVi,t1 represents control variables in firm i one year after shareholder activism, namely 

ROAt1, LEVt1,PBt1, FIRMSIZEt1, DSOC, DENV and DGOV. i represents the company i. t 

represents the time when shareholder activism happens. t1 denotes one year after shareholder 

activism. t2 denotes two years after shareholder activism. 

 

Model 2 evaluates whether shareholder salience (type of shareholders) influences the spillover 

effects: 

Y=γ0+ γ 1XINi + γ 2XCFi +ΣγnCONVi,t1 +ε. …Model 2 

 

Where XINi represents proposals from institutional shareholders (SOIN, SOENVPIN, 

SOSOCPIN and SOGOVPIN). XCFi represents proposals from coordinated shareholders 

(SOCF, SOENVPCF, SOSOCPCF and SOGOVPCF). Y denotes CSR disclosure scores, CSP 

and FP which are similar to Model 1. CONVi,t1 representing control variables are similar to 

Model 1. i represents the company i. t represents the time when shareholder activism happens. 

t1 denotes one year after shareholder activism. t2 denotes two years after shareholder activism. 
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Table 4.1 The definition of variables 
Dependent Variables             

CSR Disclosure 

ESGDt1 ESG disclosure score at t1 

ESGDt2 ESG disclosure score at t2 

Et1 Environmental disclosure score at t1 

Et2 Environmental disclosure score at t2 

St1 Social disclosure score at t1 

St2 Social disclosure score at t2 

Gt1 Governance disclosure score at t1 

Gt2 Governance disclosure score at t2 

CSP 

KLDSt1 KLD strength score at t1 

KLDSt2 KLD strength score at t2 

KLDCt1 KLD concern score at t1 

KLDCt2 KLD concern score at t2 

SSt1 Social strength score at t1 

SSt2 Social strength score at t2 

SCt1 Social concern score at t1 

SCt2 Social concern score at t2 

ESt1 Environmental strength score at t1 

ESt2 Environmental strength score at t2 

ECt1 Environmental concern score at t1 

ECt2 Environmental concern score at t2 

GSt1 Governance strength score at t1 

GSt2 Governance strength score at t2 

GCt1 Governance concern score at t1 

GCt2 Governance concern score at t2 

Financial Performance 

TOBINSQt1 TOBINS’Q at t1 

TOBINSQt2 TOBINS’Q at t2 

ANNRt1 Annual return at t1 

ANNRt2 Annual return at t2 

ROEt1 Return on equity at t1 

ROEt2 

REVTt1                                                                                                                                                            

REVTt2 

Return on equity at t2 

Revenue growth from t to t1 

Revenue growth from t to t2 

Independent and Control Variables 

Xi                         SO, SOENVP, SOSOCP and SOGOVP in firm i 

XINi        SOIN, SOENVPIN, SOSOCPIN and SOGOVPIN in firm i 

XCFi                    SOCF, SOENVPCF, SOSOCPCF and SOGOVPCF in firm i 

SO Spillover effects of shareholder activism (The research uses shareholder proposals as a 

proxy). It is dummy variable taking value of “1” at t1; if at least one firm in the same 

industry (referring to 4 digits sic code) is targeted at t. 

SOIN Spillover effects of institutional shareholder activism (The research uses shareholder 

proposals from institutional shareholders as a proxy). It is dummy variable taking value of 

“1” at t1 if at least one firm in the same industry (referring to 4 digits sic code) is targeted 

by institutional shareholder activism at t. 

SOCF Spillover effects of coordinated shareholder activism (The research uses shareholder 

proposals with co-filers as a proxy). It is dummy variable taking value of “1” at t1 if at least 

one firm in the same industry (referring to 4 digits sic code) is targeted by coordinated 

shareholder activism at t. 

SOINO Spillover effects of shareholder activism by institutional shareholders only (The research 

uses shareholder proposals from only institutional shareholders as a proxy). It is dummy 

variable taking value of “1” at t1 if at least one firm in the same industry (referring to 4 

digits sic code) is targeted by this activism at t. 

SOINCF Spillover effects of shareholder activism by institutional and coordinated shareholders (The 

research uses shareholder proposals from institutional and coordinated shareholders as a 

proxy). It is dummy variable taking value of “1” at t1 if at least one firm in the same 

industry (referring to 4 digits sic code) is targeted by this type of activism at t. 
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Table 4.1 continued 

SOCFO Spillover effects of shareholder activism by coordinated shareholders only (The research 

uses shareholder proposals from coordinated shareholders only as a proxy). It is dummy 

variable taking value of “1” at t1 if at least one firm in the same industry (referring to 4 

digits sic code) is targeted by this type of activism at t. 

SOENVP Spillover effects of shareholder activism on environmental issues (The research uses 

shareholder proposals on environmental issues as a proxy). It is dummy variable taking 

value of “1” at t1 if at least one firm in the same industry (referring to 4 digits sic code) is 

targeted by this type of activism at t. 

SOSOCP Spillover effects of shareholder activism on social issues (The research uses shareholder 

proposals on social issues as a proxy). It is dummy variable taking value of “1” at t1 if at 

least one firm in the same industry (referring to 4 digits sic code) is targeted by this type of   

activism at t.   

SOGOVP Spillover effects of shareholder activism on governance issues (The research uses 

shareholder proposals on governance issues as a proxy). It is dummy variable taking value 

of “1” at t1 if at least one firm in the same industry (referring to 4 digits sic code) is targeted 

by this type of activism at t. 

SOSOCPIN Spillover effects of institutional shareholder activism on social issues (The research uses 

shareholder proposals on social issues submitted by institutional shareholders as a proxy). It 

is dummy variable taking value of “1” at t1 if at least one firm in the same industry 

(referring to 4 digits sic code) is targeted by this type of activism at t. 

SOENVPIN Spillover effects of institutional shareholder activism on environmental issues (The research 

uses shareholder proposals on environmental issues submitted by institutional shareholders 

as a proxy). It is dummy variable taking value of “1” at t1 if at least one firm in the same 

industry (referring to 4 digits sic code) is targeted by this type of activism at t. 

SOGOVPIN Spillover effects of institutional shareholder activism on governance issues (The research 

uses shareholder proposals on governance issues submitted by institutional shareholders as 

a proxy). It is dummy variable taking value of “1” at t1 if at least one firm in the same 

industry (referring to 4 digits sic code) is targeted by this type of activism at t. 

SOSOCPCF 

 

Spillover effects of coordinated shareholder activism on social issues (The research uses 

shareholder proposals on social issues submitted by coordinated shareholders as a proxy). It 

is dummy variable taking value of “1” at t1 if at least one firm in the same industry 

(referring to 4 digits sic code) is targeted by this type of activism at t. 

SOENVPCF Spillover effects of coordinated shareholder activism on environmental issues (The research 

uses shareholder proposals on environmental issues submitted by coordinated shareholders 

as a proxy). It is dummy variable taking value of “1” at t1 if at least one firm in the same 

industry (referring to 4 digits sic code) is targeted by this type of activism at t. 

SOGOVPCF Spillover effects of coordinated shareholder activism on governance issues (The research 

uses shareholder proposals on governance issues submitted by coordinated shareholders as 

a proxy). It is dummy variable taking value of “1” at t1 if at least one firm in the same 

industry (referring to 4 digits sic code) is targeted by this type of activism at t. 

DSOCP It is dummy variable taking value of “1” if there is shareholder activism on social issues one 

year before time t. 

DENVP It is dummy variable taking value of “1” if there is shareholder activism on environmental 

issues one year before time t. 

DGOVP It is dummy variable taking value of “1” if there is shareholder activism on governance 

issues one year before time t. 

CONVi,t1              Control variables at t1 

ROAt1 Earnings before interest and taxes (EBIT) deflated by lagged total assets) at t1 

LEVt1 Total debt divided by total assets at t1 

PBt1 Price to book value at t1 

FIRMSIZE t1 The natural logarithm of total assets at t1 
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4.5 RESULTS 

Table 4.2 shows descriptive statistics for spillover effects by year between 2007 and 2014. SO 

shows a slight increase from 987 to 1,036. SOIN also shows a small increase from 682 to 810 

whereas SOCF increases dramatically from 327 to 574.  SOINCF increases from 321 to 519. 

SOINO, however, decreases from 361 to 291. SOCFO increases from 6 to 55 over the period. 

Others do not change significantly. SOIN is 6,392 whereas SOCF is only 3,870, roughly half 

of SOIN. The results indicate that the intensity of spillover effects (SO) increases slightly for 

the whole sample, the sample of institutional shareholder activism (SOIN), the sample of 

coordinated shareholder activism (SOCF) and spillover effects from coordinated shareholder 

activism only (SOCFO). However, the intensity of spillover effects from institutional 

shareholder activism only (SOINO) decreases over the period. The results of increased intensity 

of spillover effects from coordinated shareholder activism indicate that spillover effects are 

significant enough to concern. In addition, the decrease in SOINO indicates that spillover 

effects from activism initiated by institutional shareholders only are weaken over the time.  

 

Regarding the total numbers of subdimensions, SOGOVP ranks the first with 6,925 which is 

followed by SOSOCP, 5,428. SOENVP has the lowest figure, 2,995. Overall, the results show 

that the intensity of shareholder activism on governance and social issues is higher than for 

environmental issues.  

 

In total, 7,846 firm years operated in industries with targeted firms, of which 81.47% are 

associated by institutional shareholders (6,392), 49.32% by coordinated shareholders (3,870). 

There are overlapping between subsamples, hence 3,764 firm years are driven by both 

institutional and coordinated shareholders. 
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Table 4.2 Descriptive statistics- shareholder activism by year 

Year SO SOINO SOINCF SOCFO SOIN SOCF SOSOCP SOSOCPIN 

2007 987 (12.58%) 361 (13.74%) 321 (8.53%) 6 (5.66%) 682 (10.67%) 327 (8.45%) 655 (12.07%) 408 (9.37%) 

2008 992 (12.64%) 378 (14.38%) 362 (9.62%) 6 (5.66%) 740 (11.58%) 368 (9.51%) 612 (11.27%) 414 (9.51%) 

2009 980 (12.49%) 425 (16.17%) 440 (11.69%) 8 (7.55%) 865 (13.53%) 448 (11.58%) 726 (13.38%) 514 (11.81%) 

2010 994 (12.67%) 358 (13.62%) 511 (13.58%) 7 (6.60%) 869 (13.60%) 518 (13.39%) 731 (13.47%) 683 (15.69%) 

2011 925 (11.79%) 307 (11.68%) 512 (13.60%) 9 (8.49%) 819 (12.81%) 521 (13.46%) 703 (12.95%) 621 (14.26%) 

2012 958 (12.21%) 251 (9.55%) 590 (15.67%) 8 (7.55%) 841 (13.16%) 598 (15.45%) 683 (12.58%) 554 (12.72%) 

2013 974 (12.41%) 257 (9.78%) 509 (13.52%) 7 (6.60%) 766 (11.98%) 516 (13.33%) 631 (11.62%) 580 (13.32%) 

2014 1,036 (13.20%) 291 (11.07%) 519 (13.79%) 55 (51.89%) 810 (12.67%) 574 (14.83%) 687 (12.66%) 580 (13.32%) 

Total 7,846 2,628 3,764 106 6,392 3,870 5,428 4,354 

Year SOSOCPCF SOENVP SOENVPIN SOENVPCF SOGOVP SOGOVPIN SOGOVPCF  
2007 253 (8.97%) 346 (11.55%) 57 (2.63%) 39 (3.70%) 747 (10.79%) 588 (11.97%) 192 (8.93%)  
2008 204 (7.23%) 521 (17.40%) 310 (14.28%) 48 (4.55%) 734 (10.60%) 597 (12.15%) 218 (10.13%)  
2009 292 (10.35%) 365 (12.19%) 317 (14.60%) 112 (10.62%) 882 (12.74%) 535 (10.89%) 179 (8.32%)  
2010 389 (13.79%) 315 (10.52%) 309 (14.23%) 166 (15.73%) 917 (13.24%) 606 (12.34%) 274 (12.74%)  
2011 356 (12.62%) 363 (12.12%) 320 (14.74%) 200 (18.96%) 870 (12.56%) 634 (12.91%) 308 (14.32%)  
2012 425 (15.07%) 439 (14.66%) 303 (13.96%) 153 (14.50%) 901 (13.01%) 710 (14.45%) 398 (18.50%)  
2013 431 (15.28%) 281 (9.38%) 252 (11.61%) 196 (18.58%) 907 (13.10%) 615 (12.52%) 230 (10.69%)  
2014 471 (16.70%) 365 (12.19%) 303 (13.96%) 141 (13.36%) 967 (13.96%) 627 (12.76%) 352 (16.36%)  
Total 2,821 2,995 2,171 1,055 6,925 4,912 2,151  
Table 4.2 Note: 

Table 4.2 provides descriptive statistics for spillover effects of shareholder activism among the sample of U.S. S&P 1,500 firms during the 2006-2014 period by Industry. 

SOIN denotes spillover effects of institutional shareholder activism. It is proxied by shareholder proposals submitted by institutional shareholders. SOINO denotes spillover 

effects of institutional shareholder activism only. It is proxied by shareholder proposals submitted by institutional shareholder only. SOINCF denotes spillover effects of 

institutional and coordinated shareholder activism. It is proxied by shareholder proposals submitted by both institutional and coordinated shareholders. SOCFO denotes 

spillover effects of shareholder activism from coordinated shareholder activism only. It is proxied by shareholder proposals submitted by coordinated shareholders only. 

SOCF denotes spillover effects of coordinated shareholder activism. It is proxied by shareholder proposals submitted by coordinated shareholders. SOENVP denotes 

spillover effects of environmental shareholder activism. It is proxied by shareholder proposals on environmental issues. SOENVPIN denotes spillover effects of environmental 

shareholder activism from institutional shareholders. It is proxied by shareholder proposals on environmental issues submitted by institutional shareholders. SOENVPCF 

denotes spillover effects of environmental shareholder activism from coordinated shareholders. It is proxied by shareholder proposals on environmental issues submitted by 

coordinated shareholders. SOSOCP denotes spillover effects of social shareholder activism. It is proxied by shareholder proposals on social issues. SOCPIN denotes 

spillover effects of social shareholder activism from institutional shareholders. It is proxied by shareholder proposals on social issues submitted by institutional shareholders. 

SOCPCF denotes spillover effects of social shareholder activism from coordinated shareholders. It is proxied by shareholder proposals on social issues submitted by 

coordinated shareholders. SOGOVP denotes spillover effects of governance shareholder activism. It is proxied by shareholder proposals on governance issues. SOGOVPIN 

denotes spillover effects of governance shareholder activism from institutional shareholders. It is proxied by shareholder proposals on governance issues submitted by 

institutional shareholders. SOGOVPCF denotes spillover effects of governance shareholder activism from coordinated shareholders. It is proxied by shareholder proposals 

on governance issues submitted by coordinated shareholders. 
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Table 4.3 presents descriptive statistics for spillover effects by industry. SO, SOIN and SOCF 

are dummy variables with the lower bound “0” and upper bound “1”. Regarding SO, the 

industry of Manufacturing has the highest figure, 2,183. The industry of Finance, Insurance 

and Real Estate has the second highest figure, 1,904. The industry of Agriculture, Forestry and 

Fishing has the lowest number, only 9. Similar situations happen for SOIN, SOCF and SOINCF 

respectively. The industry of Manufacturing has the highest figure for SOINO, indicating that 

spillover effects of institutional shareholder activism only in this industry is intensive. SOCFO 

also concentrates in the industry of Manufacturing, the industry of Retail Trade and the industry 

of Transportation, Communications, Electric, Gas and Sanitary Service. Therefore, the results 

potentially indicate intensive spillover effects from institutional shareholder activism and 

spillover effects from coordinated shareholder activism in the industry of Finance, Insurance 

and Real Estate. It also shows that spillover effects of the overall sample and spillover effects 

of coordinated shareholder activism only (excluding institutional shareholder activism) in the 

industry of Manufacturing are intensive. However, in the industry of Agriculture, Forestry and 

Fishing, spillover effects for all types of shareholder activism are weak.  

 

In addition, the results also show that in the industry of Finance, Insurance and Real Estate and 

the industry of Manufacturing, SOENVP, SOSOCP and SOGOVP are roughly higher than in 

other industries. It indicates that in this industry, spillover effects are more intensive in all the 

subdimensions. Interestingly, the industry of Agriculture, Forestry and Fishing has the lowest 

number with respect to SOGOVP, and SOGOVPIN and SOGOVPCF in this industry is 0 

respectively. It therefore means that spillover effects in this industry are relatively weak. 
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Table 4.3 Descriptive statistics-shareholder activism by industry 
Industry SO SOINO SOINCF SOCFO SOIN SOCF SOSOCP SOSOCPIN 

Agriculture, Forestry and 

Fishing 9 (0.11%) 4 (0.15%) 3 (0.08%) 0 (0.00%) 7 (0.11%) 3 (0.08%) 9 (0.17%) 7 (0.16%) 

Construction 117 (1.49%) 60 (2.28%) 57 (1.51%) 0 (0.00%) 117 (1.83%) 57 (1.47%) 69 (1.27%) 69 (1.58%) 

Finance, Insurance and 

Real Estate 1,904 (24.27%) 460 (17.50%) 1,368 (36.34%) 0 (0.00%) 1,828 (28.60%) 1,368 (35.35%) 1,525 (28.10%) 1,505 (34.57%) 

Manufacturing 2,183 (27.82%) 697 (26.52%) 967 (25.69%) 17 (16.04%) 1,664 (26.03%) 984 (25.43%) 1,307 (24.08%) 1,131 (25.98%) 

Mining 316 (4.03%) 110 (4.19%) 196 (5.21%) 0 (0.00%) 306 (4.79%) 196 (5.06%) 217 (4.00%) 216 (4.96%) 

Non-classifiable 
1,017 (12.96%) 437 (16.63%) 92 (2.44%) 48 (45.28%) 529 (8.28%) 140 (3.62%) 942 (17.35%) 268 (6.16%) 

Retail Trade 632 (8.06%) 241 (9.17%) 318 (8.45%) 0 (0.00%) 559 (8.75%) 318 (8.22%) 447 (8.24%) 376 (8.64%) 

Services 754 (9.61%) 284 (10.81%) 388 (10.31%) 0 (0.00%) 672 (10.51%) 388 (10.03%) 435 (8.01%) 352 (8.08%) 

Transportation, 

Communications, Electric, 

Gas and Sanitary Service 823 (10.49%) 276 (10.50%) 360 (9.56%) 41 (38.68%) 636 (9.95%) 401 (10.36%) 452 (8.33%) 405 (9.30%) 

Wholesale Trade 91 (1.16%) 59 (2.25%) 15 (0.40%) 0 (0.00%) 74 (1.16%) 15 (0.39%) 25 (0.46%) 25 (0.57%) 

Total 7,846 2,628 3,764 106 6,392 3,870 5,428 4,354 

Industry SOSOCPCF SOENVP SOENVPIN SOENVPCF SOGOVP SOGOVPIN SOGOVPCF  
Agriculture, Forestry and 

Fishing 3 (0.11%) 2 (0.07%) 2 (0.09%) 2 (0.19%) 1 (0.01%) 0 (0.00%) 0 (0.00%)  
Construction 12 (0.43%) 79 (2.64%) 79 (3.64%) 34 (3.22%) 105 (1.52%) 105 (2.14%) 11 (0.51%)  
Finance, Insurance and 

Real Estate 1,128 (39.99%) 912 (30.45%) 881 (40.58%) 396 (37.54%) 1,883 (27.19%) 1,653 (33.65%) 929 (43.19%)  
Manufacturing 793 (28.11%) 454 (15.16%) 366 (16.86%) 261 (24.74%) 1,887 (27.25%) 1,177 (23.96%) 497 (23.11%)  
Mining 176 (6.24%) 215 (7.18%) 148 (6.82%) 106 (10.05%) 291 (4.20%) 273 (5.56%) 71 (3.30%)  
Non-classifiable 48 (1.70%) 634 (21.17%) 169 (7.78%) 0 (0.00%) 647 (9.34%) 108 (2.20%) 92 (4.28%)  
Retail Trade 221 (7.83%) 272 (9.08%) 168 (7.74%) 70 (6.64%) 602 (8.69%) 511 (10.40%) 122 (5.67%)  
Services 184 (6.52%) 106 (3.54%) 106 (4.88%) 14 (1.33%) 672 (9.70%) 526 (10.71%) 268 (12.46%)  
Transportation, 

Communications, Electric, 

Gas and Sanitary Service 255 (9.04%) 321 (10.72%) 252 (11.61%) 172 (16.30%) 756 (10.92%) 499 (10.16%) 147 (6.83%)  
Wholesale Trade 1 (0.04%) 0 (0.00%) 0 (0.00%) 0 (0.00%) 81 (1.17%) 60 (1.22%) 14 (0.65%)  
Total 2,821 2,995 2,171 1,055 6,925 4,912 2,151  
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Table 4.3 Note: 

Table 4.3 provides descriptive statistics for spillover effects of shareholder activism among the sample of U.S. S&P 1500 firms during the 2006-2014 period by Industry. 

SOIN denotes spillover effects of institutional shareholder activism. It is proxied by shareholder proposals submitted by institutional shareholders. SOINO denotes spillover 

effects of institutional shareholder activism only. It is proxied by shareholder proposals submitted by institutional shareholder only. SOINCF denotes spillover effects of 

institutional and coordinated shareholder activism. It is proxied by shareholder proposals submitted by both institutional and coordinated shareholders. SOCFO denotes 

spillover effects of shareholder activism from coordinated shareholder activism only. It is proxied by shareholder proposals submitted by coordinated shareholders only. 

SOCF denotes spillover effects of coordinated shareholder activism. It is proxied by shareholder proposals submitted by co-ordinated shareholders. SOENVP denotes 

spillover effects of environmental shareholder activism. It is proxied by shareholder proposals on environmental issues. SOENVPIN denotes spillover effects of environmental 

shareholder activism from institutional shareholders. It is proxied by shareholder proposals on environmental issues submitted by institutional shareholders. SOENVPCF 

denotes spillover effects of environmental shareholder activism from coordinated shareholders. It is proxied by shareholder proposals on environmental issues submitted by 

co-ordinated shareholders. SOSOCP denotes spillover effects of social shareholder activism. It is proxied by shareholder proposals on social issues. SOCPIN denotes 

spillover effects of social shareholder activism from institutional shareholders. It is proxied by shareholder proposals on social issues submitted by institutional shareholders. 

SOCPCF denotes spillover effects of social shareholder activism from coordinated shareholders. It is proxied by shareholder proposals on social issues submitted by co-

ordinated shareholders. SOGOVP denotes spillover effects of governance shareholder activism. It is proxied by shareholder proposals on governance issues. SOGOVPIN 

denotes spillover effects of governance shareholder activism from institutional shareholders. It is proxied by shareholder proposals on governance issues submitted by 

institutional shareholders. SOGOVPCF denotes spillover effects of governance shareholder activism from coordinated shareholders. It is proxied by shareholder proposals 

on governance issues submitted by coordinated shareholders. 
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Table 4.4A shows descriptive statistics for continuous variables. ESGDt1 ranges from 0.877 to 

76.033 whereas ESGDt2 ranges from 2.066 to 76.033. The subdimensions of ESG disclosure 

scores, namely Et1, Et2, Gt1 and Gt2 are roughly higher than ESGDt1 and ESGDt2. In addition, 

ESGDt1 is higher than ESGDt2. Et2 is higher than Et1. St2 is higher than St1. Gt2 is higher 

than Gt1. It indicates an increased trend regarding the overall ESG disclosure score, 

environmental disclosure score, social disclosure score and governance disclosure score 

respectively. The standard deviation of ROAt1 is the lowest, whereas the standard deviation of 

REVTt1 and the standard deviation of REVTt2 are the highest among the financial indicators. 

 

Table 4.4B depicts descriptive statistics about CSP measurements which are counted variables, 

namely KLDSt1, KLDSt2, KLDCt1 and KLDCt2 and subdimensions (ESt1, ESt2, ECt1, ECt2, 

SSt1, SSt2, SCt1, SCt2, GSt1, GSt2, GCt1 and GCt2). KLDSt1 and KLDSt2 range from 0 to 22. 

KLDCt1 and KLDCt2 range from 0 to 18. GSt1 and GSt2 range from 0 to 3 with the smallest 

range among all the subdimensions. SSt1 and SSt2 have a wider range than other subdimensions 

from 0 to 17. The frequency shows that most of CSP measurements cluster at lower figures (0 

or 1). 

 

 

 

 

 

 

 



231 

 

Table 4.4A Descriptive statistics-continuous variables 

Variable Mean Std. Dev. Min P25 P50 P75 Max 

ESGDt1 19.398 11.767 0.877 11.842 14.050 21.531 76.033 

ESGDt2 19.593 11.912 2.066 11.842 14.050 22.314 76.033 

Et1 20.454 17.011 0.775 5.517 15.179 33.333 82.171 

Et2 20.698 17.065 0.775 6.202 15.504 33.333 82.171 

St1 17.217 14.436 3.125 8.333 12.917 22.807 79.688 

St2 17.611 14.498 3.125 8.333 14.035 22.807 79.688 

Gt1 52.274 6.065 3.571 48.214 51.786 55.357 85.714 

Gt2 52.343 6.134 3.571 48.214 51.786 55.357 85.714 

TOBINSQt1 1.320 1.278 0.002 0.528 0.962 1.666 15.307 

TOBINSQt2 1.320 1.278 0.002 0.528 0.962 1.666 15.307 

ANNRt1 0.041 0.437 -7.121 -0.142 0.079 0.267 3.502 

ANNRt2 -0.020 0.660 -7.121 -0.254 0.067 0.298 8.597 

ROEt1 0.105 1.766 -113.457 0.056 0.114 0.185 70.385 

ROEt2 0.105 1.767 -113.457 0.056 0.114 0.185 70.385 

REVTt1 8.970 63.609 -1.000 -0.734 -0.020 2.780 2451.524 

REVTt2 12.184 154.539 -1.000 -0.735 -0.022 2.804 9925.811 

ROAt1 0.107 0.090 -0.104 0.049 0.091 0.149 0.427 

LEVt1 0.221 0.188 0.000 0.058 0.194 0.335 0.801 

PBt1 2.873 3.395 -11.179 1.377 2.132 3.438 19.973 

FIRMSIZEt1 7.986 1.733 4.315 6.709 7.892 9.102 12.547 
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Table 4.4B Descriptive statistics-CSP 

Panel A: Total Scores for KLD Strengths and KLD Concerns 

KLDSt1 Freq. % Cum. KLDSt2 Freq. % Cum. KLDCt1 Freq. % Cum. KLDCt2 Freq. % Cum. 

0 4,528 50.62 50.62 0 4,533 51.04 51.04 0 2,771 30.98 30.98 0 2,761 31.09 31.09 

1 1,602 17.91 68.53 1 1,580 17.79 68.82 1 1,917 21.43 52.41 1 1,896 21.35 52.43 

2 784 8.76 77.29 2 770 8.67 77.49 2 1,751 19.58 71.98 2 1,764 19.86 72.29 

3 484 5.41 82.71 3 469 5.28 82.77 3 1,142 12.77 84.75 3 1,123 12.64 84.94 

4 355 3.97 86.67 4 352 3.96 86.74 4 517 5.78 90.53 4 517 5.82 90.76 

5 247 2.76 89.44 5 238 2.68 89.42 5 267 2.98 93.52 5 255 2.87 93.63 

6 205 2.29 91.73 6 209 2.35 91.77 6 180 2.01 95.53 6 172 1.94 95.56 

7 145 1.62 93.35 7 146 1.64 93.41 7 127 1.42 96.95 7 136 1.53 97.1 

8 124 1.39 94.73 8 119 1.34 94.75 8 91 1.02 97.97 8 88 0.99 98.09 

9 122 1.36 96.1 9 119 1.34 96.09 9 66 0.74 98.7 9 63 0.71 98.8 

10 86 0.96 97.06 10 91 1.02 97.12 10 41 0.46 99.16 10 36 0.41 99.2 

11 60 0.67 97.73 11 54 0.61 97.73 11 35 0.39 99.55 11 34 0.38 99.58 

12 51 0.57 98.3 12 54 0.61 98.33 12 13 0.15 99.7 12 10 0.11 99.7 

13 47 0.53 98.83 13 47 0.53 98.86 13 10 0.11 99.81 13 8 0.09 99.79 

14 27 0.3 99.13 14 25 0.28 99.14 14 6 0.07 99.88 14 7 0.08 99.86 

15 30 0.34 99.46 15 31 0.35 99.49 15 3 0.03 99.91 15 4 0.05 99.91 

16 15 0.17 99.63 16 15 0.17 99.66 16 5 0.06 99.97 16 5 0.06 99.97 

17 9 0.1 99.73 17 8 0.09 99.75 17 1 0.01 99.98 17 1 0.01 99.98 

18 6 0.07 99.8 18 5 0.06 99.81 18 2 0.02 100 18 2 0.02 100 

19 11 0.12 99.92 19 10 0.11 99.92 
        

20 2 0.02 99.94 20 3 0.03 99.95 
        

22 5 0.06 100 22 4 0.05 100 
        

Total 8,945  100 Total 8,882 
 

100 Total 8,945 
 

100 Total 8,882 
 

100 
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Panel B: Scores for Subdimensions of CSP 

SSt1 Freq. % Cum. SSt2 Freq. % Cum. SCt1 Freq. % Cum. SCt2 Freq. % Cum. 

0 5,082 56.81 56.81 0 5,098 57.40 57.40 0 3,452 38.59 38.59 0 3,452 38.87 38.87 

1 1,499 16.76 73.57 1 1,462 16.46 73.86 1 2,440 27.28 65.87 1 2,423 27.28 66.15 

2 749 8.37 81.95 2 720 8.11 81.96 2 1,831 20.47 86.34 2 1,818 20.47 86.61 

3 434 4.85 86.80 3 435 4.9 86.86 3 617 6.90 93.24 3 603 6.79 93.40 

4 358 4 90.80 4 344 3.87 90.73 4 265 2.96 96.20 4 262 2.95 96.35 

5 212 2.37 93.17 5 216 2.43 93.17 5 157 1.76 97.95 5 154 1.73 98.09 

6 183 2.05 95.22 6 183 2.06 95.23 7 56 0.63 99.70 7 54 0.61 99.68 

7 144 1.61 96.83 7 144 1.62 96.85 8 12 0.13 99.83 8 13 0.15 99.83 

8 104 1.16 97.99 8 102 1.15 98.00 9 6 0.07 99.90 9 6 0.07 99.90 

9 65 0.73 98.71 9 66 0.74 98.74 10 3 0.03 99.93 10 3 0.03 99.93 

10 51 0.57 99.28 10 48 0.54 99.28 11 4 0.04 99.98 11 4 0.05 99.98 

11 21 0.23 99.52 11 23 0.26 99.54 12 2 0.02 100 12 2 0.02 100 

12 18 0.2 99.72 12 18 0.2 99.74 
        

13 11 0.12 99.84 13 9 0.1 99.84 
        

14 3 0.03 99.88 14 2 0.02 99.86 
        

15 6 0.07 99.94 15 8 0.09 99.95 
        

17 5 0.06 100 17 4 0.05 100 
        

Total 8,945 
 

100 Total 8,882 
 

100 Total 8,945  100 Total 8,882 
 

100 

ESt1 Freq. % Cum. ESt2 Freq. % Cum. ECt1 Freq. % Cum. ECt2 Freq. % Cum. 

0 7147 79.9 79.9 0 7113 80.08 80.08 0 7,749 86.63 86.63 0 7,702 86.71 86.71 

1 920 10.29 90.18 1 901 10.14 90.23 1 724 8.09 94.72 1 718 8.08 94.8 

2 449 5.02 95.2 2 442 4.98 95.2 2 263 2.94 97.66 2 254 2.86 97.66 

3 264 2.95 98.16 3 263 2.96 98.16 3 118 1.32 98.98 3 122 1.37 99.03 

4 143 1.6 99.75 4 141 1.59 99.75 4 68 0.76 99.74 4 63 0.71 99.74 

5 21 0.23 99.99 5 21 0.24 99.99 5 23 0.26 100 5 23 0.26 100 

Total 8,945 
 

100 Total 8,882 
 

100 Total 8,945 
 

100 Total 8,882 
 

100 
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Table 4.4B Panel B continued 

GSt1 Freq. % Cum. GSt2 Freq. % Cum. GCt1  Freq. % Cum. GCt2 Freq. % Cum. 

0 7,913 88.46 88.46 0 7,856 88.45 88.45 0 5,666 63.34 63.34 0 5,611 63.17 63.17 

1 955 10.68 99.14 1 960 10.81 99.26 1 2,783 31.11 94.46 1 2,784 31.34 94.52 

2 67 0.75 99.89 2 62 0.7 99.95 2 428 4.78 99.24 2 421 4.74 99.26 

3 10 0.11 100 3 4 0.05 100 3 58 0.65 99.89 3 57 0.64 99.9         
4 10 0.11 100 4 9 0.1 100 

Total 8,945 
 

100 Total 8,882  100 Total 8,945 
 

100 Total 8,882 
 

100 

 

 



235 

 

Table 4.5 shows the correlation matrix of independent variables. The coefficients of correlation 

among variables are not higher than 0.7 (Reed, McGee, Yano, & Hankin, 1985). Therefore, the 

results do not show a serious multicollinearity problem. 
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Table 4.5 Correlation matrix 

Panel A: Pairwise Correlation Matrix   

Variables (1) LEVt1 (2) PBt1 (3) FIRMSIZEt1 (4) ROAt1 

(1) LEVt1 1 
   

     

(2) PBt1 -0.010 1 
  

 
0.301 

   

(3) FIRMSIZEt1 0.199* -0.074* 1 
 

 
0 0 

  

(4) ROAt1  -0.113* 0.313* -0.151* 1  
0 0 0 

 

Panel B: Spearman Correlation Matrix   

Variables (1) LEVt1 (2) PBt1 (3) FIRMSIZEt1 (4) ROAt1 

(1) LEVt1 1 
   

     

(2) PBt1 -0.051* 1.000 
  

 
0 

   

(3) FIRMSIZEt1 0.365* -0.080* 1.000 
 

 
0 0 

  

(4) ROAt1  -0.123* 0.529* -0.131* 1.0000 

  0 0 0   

***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). 
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Tables 4.6-Tables 4.11 show univariate analysis on spillover effects with the whole sample 

(SO), the sample of institutional shareholder activism (SOIN), the sample of coordinated 

shareholder activism (SOCF), the sample including institutional shareholder activism only 

(SOINO), the sample including both institutional and coordinated shareholder activism 

(SOINCF) and the sample including coordinated shareholder activism only (SOCFO). For each 

of the tables, Panels A and B show spillover effects on CSR disclosure and CSP respectively, 

whereas Panel C shows spillover effects on financial performance.  

 

Regarding the distribution, the results show that peer firms in the industries targeted by 

shareholder activism have higher averages of ESGDt1, ESGDt2, Et1, Et2, St1, St2, Gt1 and 

Gt2 than firms which had not experienced spillover effects. The results of Panel B also reveal 

that spillover effects result in an improved CSP. However, firms affected by spillover effects 

are not necessarily experiencing better financial performance. Specifically, it shows that firms, 

which experienced spillover effects, have lower averages in TOBINSQt1 and TOBINSQt2 

roughly. However, firms have higher averages in REVTt1 and REVTt2 respectively after 

experiencing spillover effects for the whole sample of shareholder activism and institutional 

shareholder activism.  

 

Furthermore, peer firms in the same industries with those targeted firm by coordinated 

shareholder activism have the higher mean of CSR disclosure level than those targeted by 

institutional shareholder activism. This is very obvious with the sample of peer firms in the 

industries targeted by coordinated shareholder activism only (SOCFO=1). The mean of CSR 

disclosure scores is much higher than those of other samples. The whole sample (SO=1) which 

includes peer firms in the industries targeted by all shareholder activism and the sample of peer 
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firms in the industries targeted by both institutional and coordinated shareholder activism 

(SOINCF=1) has the lowest CSR disclosure score. Regarding the overall KLDS and KLDC 

measuring CSP, the sample of peer firms in the industries targeted by coordinated shareholder 

activism only (SOCFO=1) has the lowest figures, whereas the sample of peer firms in the 

industries targeted by both institutional and coordinated shareholder activism (SOINCF=1) has 

the highest figures. Regarding financial performance, the whole sample (SO=1) has the highest 

figures in terms of ANNRt1, ANNRt2, ROEt1, ROEt2, REVt1 and REVt2 respectively, whereas 

institutional shareholder activism only (SOINO=1) has the highest figures in terms of 

TOBINSQt1 and TOBINSQt2 respectively. 

 

For subdimensions in CSR disclosure score, the sample of peer firms in the industries targeted 

by coordinated shareholder activism has higher figures of environmental, social and 

governance disclosure scores than by institutional shareholder activism. For subdimensions in 

KLD, the sample of peer firms in the industries targeted by coordinated shareholder activism 

only (SOCFO=1) has the lowest figures in environmental, social and governance strengths and 

concerns, whereas the sample of peer firms in the industries targeted by both institutional and 

coordinated shareholder activism (SOINCF=1) has the highest figures in all these 

subdimensions. Overall, the results indicate that coordinated shareholder activism shows an 

advantage in increasing CSR disclosure level and improving CSP. Nevertheless, this 

investigation does not control other variables. Therefore, multivariate tests are needed to verify 

the results. 

 

Regarding institutional shareholder activism or coordinated shareholder activism, the results 

roughly indicate significant spillover effects on CSR disclosure and CSP. Notably, the results 
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are potentially driven by the sample of institutional and coordinated shareholder activism, as 

there are more significant t-stat values and z-stat values than the other samples. Regarding 

shareholder activism from institutional shareholders only or shareholder activism from 

coordinated shareholders only, spillover effects on CSR disclosure, CSP and financial 

performance are relatively weak. In particular, spillover effects of the activism initiated by 

coordinated shareholders only can hardly change levels of environmental disclosure, 

governance disclosure and/or corporate financial performance (i.e. many of the t stat values 

and z stat values for coordinated shareholder activism only are not significant). 
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Table 4.6 Univariate analysis on spillover effects- the whole sample (SO) 

 Targeted industry sample  

(N=7,846) 

Non-targeted industry sample 

 (N=4,218) 

 t-test Wilcoxon test 

Panel A:CSR Disclosure Mean (1) Median (2) Mean (3) Median (4) Diff. (3) - (1) t stat. z stat. 

ESGDt1 20.725 14.912 17.084 13.636 -3.642 -15.225*** -15.183*** 

ESGDt2 20.884 14.912 17.441 13.636 -3.443 -13.725*** -13.829*** 

Et1 21.596 17.054 17.472 12.839 -4.124 -6.744***  -6.725*** 

Et2 21.758 17.054 18.129 13.542 -3.628 -5.839***  -5.851*** 

St1 18.167 14.035 15.302 8.772 -2.865 -7.772*** -4.359*** 

St2 18.528 14.035 15.866 8.772 -2.662 -6.970***  -4.058*** 

Gt1 52.855 51.786 51.264 51.786 -1.591 -12.540***  -13.009*** 

Gt2 52.924 51.786 51.376 51.786 -1.548 -11.739***  -12.220*** 

Panel B: CSP  Mean (1) Median (2) Mean (3) Median (4) Diff. (3) - (1) t stat. z stat. 

KLDSt1 2.102 1 1.262 0 -0.841 -13.835*** -11.556*** 

KLDSt2 2.055 1 1.305 0 -0.751 -12.233***  -10.617*** 

KLDCt1 2.029 1 1.643 1 -0.386  -9.003*** -2.529* 

KLDCt2 2.007 1 1.643 1 -0.365 -8.344***  -3.995*** 

ESt1 0.428 0 0.265 0 -0.164  -9.200*** -8.882*** 

ESt2 0.423 0 0.267 0 -0.156 -8.705*** -8.521*** 

ECt1 0.274 0 0.134 0 -0.140 -10.832*** -7.644*** 

ECt2 0.261 0 0.151 0 -0.110 -8.269***  -5.774*** 

SSt1 1.526 0 0.911 0 -0.615 -13.669*** -11.989*** 

SSt2 1.490 0 0.947 0 -0.543 -11.916*** -10.282*** 

SCt1 1.302 1 1.118 1 -0.184 -6.288*** -1.563 

SCt2 1.288 1 1.106 1 -0.183 -6.182*** -2.709** 

GSt1 0.148 0 0.086 0 -0.062 -8.341*** -7.664*** 

GSt2 0.143 0 0.090 0 -0.052  -7.119*** -6.702*** 

GCt1 0.453 0 0.392 0 -0.062  -4.729*** -2.303* 

GCt2 0.458 0 0.386 0 -0.072 -5.456*** -4.037*** 

Panel C: Financial Performance  Mean (1) Median (2) Mean (3) Median (4) Diff. (3)-(1) t stat. z stat. 

TOBINSQt1 1.264 0.881 1.404 1.075 0.139 5.336*** 11.294*** 

TOBINSQt2 1.260 0.897 1.412 1.053 0.152 5.732*** 10.025*** 

ANNRt1 0.039 0.078 0.045 0.083 0.007 0.778 0.785 

ANNRt2 -0.034 0.077 0.001 0.060 0.034 2.624** 2.304* 

ROEt1 0.087 0.110 0.135 0.121 0.069 1.189 4.375*** 

ROEt2 0.086 0.109 0.136 0.121 0.050 1.251 5.185*** 

REVTt1 10.213 -0.085 6.955 0.052 -3.258 -2.689** 4.798*** 

REVTt2 15.026   -0.051 7.576 0.012 -18.619 -3.012*** 3.488*** 
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Table 4.6 Note: 

Table 4.6 presents univariate analysis on CSR disclosure, CSP and financial performance from the whole sample of shareholder activism between 2007 and 2014.The data 

is collected from Bloomberg database, MSCI ESG KLD database and Compustat database. Both the parametric t test and nonparametric Wilcoxon ranksum test are employed 

to show the difference in CSR disclosure, CSP and financial performance between firms suffering spillover effects and other firms. ***, ** and * indicate significance at the 

1, 5 and 10 percent levels (two-tailed). 
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Table 4.7 Univariate analysis on spillover effects- institutional shareholder activism (SOIN) 

 Targeted industry sample 

 (N=6,392) 

Non-targeted industry sample 

 (N=5,672)  
t-test Wilcoxon test 

Panel A:CSR Disclosure Mean (1) Median (2) Mean (3) Median (4) Diff. (3) - (1) t stat.  z stat. 

ESGDt1 20.641 14.876 17.939 14.05 -2.702 -11.025*** -11.936*** 

ESGDt2 20.810 14.912 18.190 14.05 -2.620 -10.240*** -11.156*** 

Et1 21.550 17.054 18.765 13.667 -2.785 -4.824*** -4.954*** 

Et2 21.786 17.054 19.067 13.954 -2.719 -4.601*** -4.932*** 

St1 17.981 13.333 16.220 12.281 -1.761  -4.840*** -0.867 

St2 18.323 14.035 16.705 14.035 -1.618 -4.279*** -1.235 

Gt1 52.843 51.786 51.608 51.786 -1.235 -9.682*** -9.763*** 

Gt2 52.882 51.786 51.723 51.786 -1.158 -8.732*** -9.093*** 

Panel B: CSP  Mean (1) Median (2) Mean (3) Median (4) Diff. (3) - (1) t stat. z stat. 

KLDSt1 2.115 1 1.416 0 -0.699 -11.092*** -10.296*** 

KLDSt2 2.072 1 1.444 0  -0.628 -9.924*** -8.824*** 

KLDCt1 2.082 1 1.659 1 -0.422 -9.473*** -4.121*** 

KLDCt2 2.042 1 1.680 1 -0.363 -8.097*** -4.242*** 

ESt1 0.419 0 0.308 0 -0.111 -6.104*** -6.437*** 

ESt2 0.416 0 0.308 0 -0.109 -5.971*** -6.499*** 

ECt1 0.280 0 0.155 0 -0.125 -9.041*** -6.392*** 

ECt2 0.269 0 0.165 0 -0.105 -7.551*** -5.150*** 

SSt1 1.548 0 1.010 0 -0.538 -11.572*** -11.062*** 

SSt2 1.513 0 1.034 0 -0.480 -10.254*** -9.070*** 

SCt1 1.332 1 1.119 1 -0.212 -7.118*** -3.053** 

SCt2 1.307 1 1.123 1 -0.183 -6.126*** -3.125** 

GSt1 0.148 0 0.098 0 -0.051 -6.718*** -6.026*** 

GSt2 0.142 0 0.102 0 -0.039  -5.305*** -4.821*** 

GCt1 0.470 0 0.385 0 -0.086 -6.556*** -4.123*** 

GCt2 0.466 0 0.392 0 -0.075 -5.688*** -4.171*** 

Panel C: Financial Performance  Mean (1) Median (2) Mean (3) Median (4) Diff. (3) - (1) t stat. z stat. 

TOBINSQt1 1.260 0.870 1.381 1.050 0.122 4.734*** 11.079*** 

TOBINSQt2 1.241 0.875 1.401 1.046 0.161 6.243*** 10.821** 

ANNRt1 0.034 0.074 0.049 0.087 0.014 1.698 2.174* 

ANNRt2 -0.031 0.059 -0.008 0.074 0.023 1.799 1.845 

ROEt1 0.084 0.109 0.129 0.120 0.091 1.275 4.840*** 

ROEt2 0.080 0.108 0.133 0.121 0.052 1.492 5.848*** 

REVTt1 10.686 -0.071 7.023 0.023 -3.663 -3.065** 3.415*** 

REVTt2 15.382 -0.045 8.562 0.002 -6.820 -2.425*  2.617** 
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Table 4.7 Note: 

Table 4.7 presents univariate analysis on CSR disclosure, CSP and financial performance from institutional shareholder activism between 2007 and 2014.The data is collected 

from Bloomberg database, MSCI ESG KLD database and Compustat database. Both the parametric t test and nonparametric Wilcoxon ranksum test are employed to show the 

difference in CSR disclosure, CSP and financial performance between firms suffering spillover effects and other firms. ***, ** and * indicate significance at the 1, 5 and 10 

percent levels (two-tailed). 
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Table 4.8 Univariate analysis on spillover effects-coordinated shareholder activism (SOCF)  
Targeted industry sample  

(N=3,870) 

Non-targeted industry sample  

(N=8,194) 

t-test Wilcoxon test 

Panel A: CSR Disclosure   Mean (1) Median (2) Mean (3) Median (4) Diff. (3) - (1) t stat. z stat. 

ESGDt1 20.793 14.912 18.653 14.050 -2.140 -7.871*** -8.155*** 

ESGDt2 21.187 14.912 18.786 14.050 -2.400 -8.379*** -8.849*** 

Et1 21.930 17.830 19.495 13.954 -2.435 -4.111*** -3.806*** 

Et2 22.429 18.700 19.624 13.954 -2.806 -4.604*** -4.482*** 

St1 18.298 13.333 16.617 12.281 -1.681 -4.249*** -1.020 

St2 18.968 14.035 16.900 13.333 -2.068 -5.010*** -2.565** 

Gt1 52.908 51.786 51.936 51.786 -0.972 -7.107*** -6.021*** 

Gt2 53.076 51.786 51.973 51.786 -1.103 -7.721*** -6.934*** 

Panel B: CSP Mean (1) Median (2) Mean (3) Median (4) Diff. (3) - (1) t stat. z stat. 

KLDSt1 2.159 1 1.607 0 -0.552 -7.645*** -6.239*** 

KLDSt2 2.158 1 1.591 0 -0.568 -7.805*** -6.454*** 

KLDCt1 2.122 1 1.767 1 -0.355 -6.695*** -2.128* 

KLDCt2 2.046 1 1.787 1 -0.259 -4.986*** -1.352 

ESt1 0.431 0 0.336 0 -0.094 -4.683*** -4.675*** 

ESt2 0.423 0 0.337 0 -0.086 -4.245*** -3.901*** 

ECt1 0.306 0 0.180 0 -0.127 -7.509*** -6.145*** 

ECt2 0.295 0 0.184 0 -0.111 -6.637*** -5.784*** 

SSt1 1.577 0 1.159 0 -0.419 -7.871*** -7.375*** 

SSt2 1.588 0 1.142 0 -0.445 -8.287***  -7.461*** 

SCt1 1.345 1 1.177 1 -0.168 -4.901*** -1.688 

SCt2 1.297 1 1.183 1 -0.113 -3.339*** -0.839 

GSt1 0.151 0 0.112 0 -0.039 -4.658***  -4.826*** 

GSt2 0.148 0 0.111 0 -0.036 -4.359*** -4.461*** 

GCt1 0.151 0 0.112 0 -0.039 -4.658*** -2.546** 

GCt2 0.455 0 0.420 0 -0.036 -2.451** -1.321 

Panel C: Financial Performance Mean (1) Median (2) Mean (3) Median (4) Diff. (3) - (1) t stat. z stat. 

TOBINSQt1 1.147 0.786 1.405 1.048 0.257 9.469* 16.230*** 

TOBINSQt2 1.166 0.801 1.394 1.037 0.228 8.370*** 14.218*** 

ANNRt1 0.085 1.082 0.075 1.086 -0.019 -2.128* -1.682 

ANNRt2 -0.016 0.059 -0.022 0.072 -0.006 -0.452 0.580 

ROEt1 0.084 0.101 0.116 0.121 0.032 1.095 7.795*** 

ROEt2 0.084 0.100 0.116 0.121 0.032 1.081 8.584*** 

REVTt1 11.726 -0.039 7.568 -0.009 -4.158 -3.039** 2.060* 

REVTt2 13.783 -0.026 11.371 -0.022 -2.412 -0.897 1.638 
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Table 4.8 Note: 

Table 4.8 presents univariate analysis on CSR disclosure, CSP and financial performance from coordinated shareholder activism between 2007 and 2014.The data is 

collected from Bloomberg database, MSCI ESG KLD database and Compustat database. Both the parametric t test and nonparametric Wilcoxon ranksum test are 

employed to show the difference in CSR disclosure, CSP and financial performance between firms suffering spillover effects and other firms. ***, ** and * indicate 

significance at the 1, 5 and 10 percent levels (two-tailed). 
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Table 4.9 Univariate analysis on spillover effects-institutional shareholder activism Only (SOINO)  
Targeted industry sample  

(N=2,628) 

Non-targeted industry sample  

(N=9,436) 

 
t-test Wilcoxon test 

Panel A: CSR Disclosure   Mean (1)  Median (2) Mean (3) Median (4) Diff. (3) - (1) t stat. z stat. 

ESGDt1 20.495 14.876 19.126 14.050 -1.369 -4.257*** -5.927*** 

ESGDt2 20.275 14.833 19.418 14.050 -0.857 -2.623** -3.915*** 

Et1 20.898 15.504 20.327 14.876 -0.571 -0.837 -1.448 

Et2 20.641 15.504 20.714 15.504 0.074 0.106 -0.517 

St1 17.648 14.035 17.097 12.500 -0.551 -1.206 -0.767 

St2 17.440 13.333 17.660 14.035 0.220 0.476 0.883 

Gt1 52.735 51.786 52.160 51.786 -0.575 -3.509*** -5.373*** 

Gt2 52.574 51.786 52.284 51.786 -0.289 -1.679 -3.454*** 

Panel B: CSP  Mean (1) Median (2) Mean (3) Median (4) Diff. (3) - (1) t stat. z stat. 

KLDSt1 2.016 1 1.735 0 -0.281 -3.393*** -5.031*** 

KLDSt2 1.919 1 1.743 0 -0.176 -2.162*** -3.455*** 

KLDCt1 1.986 1 1.861 1 -0.124 -2.123* -1.829 

KLDCt2 2.027 2 1.833 1 -0.195 -3.344*** -3.698*** 

ESt1 0.399 0 0.360 0 -0.039 -1.674 -2.451* 

ESt2 0.403 0 0.356 0 -0.048 -2.073* -3.442*** 

ECt1 0.234 0 0.219 0 -0.015 -0.837 -0.704 

ECt2 0.229 0 0.218 0 -0.011 -0.619 0.122 

SSt1 1.477 0 1.254 0 -0.223 -3.618*** -4.701*** 

SSt2 1.384 0 1.265 0 -0.119 -1.946 -2.548** 

SCt1 1.291 1 1.219 1 -0.071 -1.824 -1.066 

SCt2 1.319 1 1.195 1 -0.124 -3.167*** -2.904*** 

GSt1 0.140 0 0.121 0 -0.019 -1.887 -1.405 

GSt2 0.131 0 0.121 0 -0.010 -1.036 -0.722 

GCt1 0.461 0 0.423 0 -0.038 -2.210*** -1.497 

GCt2 0.480 0 0.419 0 -0.060 -3.525*** -3.332*** 

Panel C: Financial Performance  Mean (1) Median (2) Mean (3) Median (4) Diff. (3) - (1) t stat. z stat. 

TOBINSQt1 1.457 1.023 1.288 0.947 -0.169 -4.819*** -5.092*** 

TOBINSQt2 1.365 0.975 1.309 0.960 -0.056 -1.765 -2.958** 

ANNRt1 0.003 0.048 0.051 0.086 0.048 4.133*** 4.569*** 

ANNRt2 -0.056 0.062 -0.011 0.068 0.045 2.551* 1.719 

ROEt1 0.085 0.120 0.111 0.112 0.025 0.639 -2.594** 

ROEt2 0.076 0.120 0.113 0.113 0.0365 0.932 -2.518* 
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Table 4.9 continued 

REVTt1 8.742 0.064 9.027 0.060 0.284 0.182 1.905 

Table 4.9 Note: 

Table 4.9 presents univariate analysis on CSR disclosure, CSP and financial performance from institutional shareholder activism only between 2007 and 2014.The data is 

collected from Bloomberg database, MSCI ESG KLD database and Compustat database. Both the parametric t test and nonparametric Wilcoxon ranksum test are 

employed to show the difference in CSR disclosure, CSP and financial performance between firms suffering spillover effects and other firms. ***, ** and * indicate 

significance at the 1, 5 and 10 percent levels (two-tailed). 
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Table 4.10 Univariate analysis on spillover effects-both institutional and coordinated shareholder activism (SOINCF)  
Targeted industry sample 

(N=3,764) 

 Non-targeted industry sample  

(N=8,300) 

t-test Wilcoxon test 

Panel A: CSR Disclosure             Mean (1)  Median (2) Mean (3) Median (4) Diff. (3) - (1) t stat. z stat. 

ESGDt1 20.726 14.876 18.708 14.050 -2.018  -7.385*** -7.564*** 

ESGDt2 21.139 14.912 18.826 14.050 -2.314  -8.047*** -8.469*** 

Et1 21.929 17.830 19.536 13.954 -2.393 -4.016*** -3.738*** 

Et2 22.473 18.750 19.633 13.954 -2.840 -4.638***  -4.546*** 

St1 18.188 13.333 16.696 12.500 -1.492 -3.741*** -0.238 

St2 18.901 14.035 16.951 13.333 -1.949 -4.694*** -2.069** 

Gt1 52.905 51.786 51.947 51.786 -0.958 -6.965*** -5.746*** 

Gt2 53.071 51.786 51.983 51.786 -1.089 -7.593*** -6.678*** 

Panel B: CSP  Mean (1) Median (2) Mean (3) Median (4) Diff. (3) - (1) t stat. z stat. 

KLDSt1 2.179 1 1.603 0 -0.575 -7.878*** -6.561*** 

KLDSt2 2.171 1 1.592 0 -0.579 -7.865*** -6.393*** 

KLDCt1 2.143 1 1.761 1 -0.382 -7.121*** -2.786*** 

KLDCt2 2.052 1 1.788 1 -0.264 -5.020*** -1.301 

ESt1 0.432 0 0.337 0 -0.096 -4.718*** -4.702*** 

ESt2 0.425 0 0.337 0 -0.088 -4.282*** -3.929*** 

ECt1 0.309 0 0.18 0 -0.129 -7.5401*** -6.164*** 

ECt2 0.295 0 0.185 0 -0.110 -6.536*** -5.592*** 

SSt1 1.593 0 1.156 0 -0.437 -8.132*** -7.658*** 

SSt2 1.597 0 1.143 0 -0.454 -8.357*** -7.444*** 

SCt1 1.358 1 1.173 1 -0.185  -5.336*** -2.314* 

SCt2 1.298 1 1.184 1 -0.114 -3.343*** -0.802 

GSt1 0.154 0 0.111 0 -0.042 -4.961*** -5.171*** 

GSt2 0.148 0 0.111 0 -0.037 -4.417*** -4.507*** 

GCt1 0.476 0 0.408 0 -0.068 -4.580*** -3.075*** 

GCt2 0.458 0 0.419 0 -0.039 -2.690*** -1.544 

Panel C: Financial Performance  Mean (1) Median (2) Mean (3) Median (4) Diff. (3)-(1) t stat. z stat. 

TOBINSQt1 1.145 0.783 1.402 1.045 0.258 9.433*** 16.124*** 

TOBINSQt2 1.166 0.799 1.391 1.033 0.226 8.219*** 14.128*** 

ANNRt1 0.053 0.084 0.035 0.076 -0.018 -2.081* -1.574 

ANNRt2 -0.016 0.059 -0.022 0.071 -0.006 -0.448 0.495 

ROEt1 0.083 0.101 0.116 0.120 0.033 1.098 7.419*** 

ROEt2 0.083 0.100 0.116 0.121 0.033 1.107 8.430*** 

REVTt1 11.854 -0.040 7.537 -0.009 -4.317 -3.125*** 2.002* 

REVTt2             13.922           -0.031        11.320         -0.020        -2.602       -0.966     1.758 
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Table 4.10 Note: 

Table 4.10 presents univariate analysis on CSR disclosure, CSP and financial performance from both institutional and coordinated shareholder activism between 2007 and 

2014.The data is collected from Bloomberg database, MSCI ESG KLD database and Compustat database. Both the parametric t test and nonparametric Wilcoxon ranksum 

test are employed to show the difference in CSR disclosure, CSP and financial performance between firms suffering spillover effects and other firms. ***, ** and * indicate 

significance at the 1, 5 and 10 percent levels (two-tailed). 
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Table 4.11 Univariate analysis on spillover effects-coordinated shareholder activism only (SOCFO)  
Targeted industry sample  

(N=106) 

Non-spillover effects  

(N=11,958) 

t-test Wilcoxon test 

Panel A: CSR Disclosure     Mean (1)  Median (2) Mean (3) Median (4) Diff. (3) - (1) t stat. z stat. 

ESGDt1 24.336 20.248 19.366 14.050 -4.970 -2.809** -3.735*** 

ESGDt2 24.751 21.074 19.570 14.050 -5.181 -2.310* -2.913** 

Et1 14.341 21.972 15.179 20.438 -1.534 -0.512 -0.418 

Et2 20.380 13.954 20.700 15.504 0.321 0.092 0.248 

St1 23.211 19.298 17.170 12.500 -6.041 -3.523*** -4.266*** 

St2 23.407 21.053 17.581 14.035 -5.826 -2.719** -3.332*** 

Gt1 53.070 51.786 52.269 51.786 -0.801 -1.037 -1.795 

Gt2 53.427 51.786 52.339 51.786 -1.088 -1.059 -1.991* 

Panel B: CSP  Mean (1) Median (2) Mean (3) Median (4) Diff. (3) - (1) t stat. z stat. 

KLDSt1 1.277 0 1.797 0 0.520 1.987 1.594 

KLDSt2 1.662 1 1.781 0 0.119 0.446 -0.53 

KLDCt1 1.200 0 1.892 1 0.692 2.928** 3.578*** 

KLDCt2 1.831 1 1.874 1 0.043 0.193 -0.311 

ESt1 0.354 0 0.368 0 0.014 0.145 0.010 

ESt2 0.352 0 0.366 0 0.014 0.146 0.018 

ECt1 0.200 0 0.223 0 0.023 0.323 -0.076 

ECt2 0.268 0 0.220 0 -0.047 -0.609 -1.195 

SSt1 0.877 0 1.303 0 0.426 2.235* 1.348 

SSt2 1.197 0 1.291 0 0.094 0.435 -0.331 

SCt1 0.785 0 1.237 1 0.453 2.810** 3.417*** 

SCt2 1.225 1 1.221 1 -0.004 -0.026 -0.218 

GSt1 0.046 0 0.126 0 0.080 3.000** 1.762 

GSt2 0.113 0 0.123 0 0.011 0.285 0.097 

GCt1 0.046 0 0.126 0 0.080 3.000** 2.852** 

GCt2 0.338 0 0.432 0 0.094 1.482 1.129 

Panel C: Financial Performance  Mean (1) Median (2) Mean (3) Median (4) Diff. (3) - (1) t stat. z stat. 

TOBINSQt1 1.236 0.820 1.321 0.963 0.085 0.549 1.105 

TOBINSQt2 1.181 0.963 1.321 0.893 0.140 1.089 0.962 

ANNRt1 0.061 0.157 0.041 0.078 -0.020 -0.426 -0.750 

ANNRt2 -0.017 0.041 -0.020 0.067 -0.003 -0.046 0.541 

ROEt1 0.098 0.081 0.106 0.114 0.008 0.360 2.585** 

ROEt2 0.126 0.086 0.105 0.114 -0.021 -0.851 1.211 

REVTt1 3.415 -0.028 8.998 -0.020 5.584 3.462*** 0.438 

REVTt2 4.651 0.353 12.223 -0.025 7.572 3.433*** -0.756 
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Table 4.11 Note: 

Table 4.11 presents univariate analysis on CSR disclosure, CSP and financial performance from coordinated shareholder activism only between 2007 and 2014.The data is 

collected from Bloomberg database, MSCI ESG KLD database and Compustat database. Both the parametric t test and nonparametric Wilcoxon ranksum test are employed 

to show the difference in CSR disclosure, CSP and financial performance between firms suffering from spillover effects and other firms. ***, ** and * indicate significance at 

the 1, 5 and 10 percent levels (two-tailed). 
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Table 4.12 presents regression results with dependent variables of CSR disclosure level 

(ESGDt1 and ESGDt2) and their subdimensions (Et1, Et2, St1, St2, Gt1 and Gt2). Shareholder 

activism do not significantly relate to ESGDt1 and ESGDt2 in peer firms. However, SOENVP 

positively relate to Et1 (β= 1.963, p<0.01) and Et2 (β=2.009, p<0.05) respectively, and 

SOSOCP positively relates to St1 (β=1.089, p<0.01) and St2 (β=1.174, p<0.01) respectively. 

SOGOVP does not relate to Gt1 and Gt2 respectively. Thus, the results indicate that shareholder 

activism increases the level of social and environmental disclosure in peer firms. The 

insignificant coefficients on governance disclosure demonstrate that the lack of spillover 

effects on the overall CSR disclosure is driven by the effects on governance disclosure. The 

increase in coefficients for Et1, Et2, St1 and St2 indicate that spillover effects become stronger 

from t1 to t2 for social and environmental disclosure levels. 

 

Table 4.13 presents regression results from institutional shareholder activism and coordinated 

shareholder activism on CSR disclosure level. The coefficient of institutional shareholder 

activism is significantly at t1(β=0.626, p<0.05) but not t2. Therefore, the results show evidence 

that institutional shareholder activism improves CSR transparency in peer firms. However, 

SOENVPIN positively relates to Et1 (β=3.452, p<0.001) and Et2 (β=3.235, p<0.001) 

respectively, meaning that institutional shareholder activism on environmental issues could 

increase environmental disclosure in peer firms. Similarly, SOSOCPIN positively relates to St2 

(β=1.177, p<0.05) which also indicates that institutional shareholder activism on social issues 

could increase social disclosure in peer firms. In addition, the coefficients of institutional 

shareholder activism on environmental issues are higher than the coefficient of institutional 

shareholder activism on social issues. It suggests that spillover effects of institutional 

shareholder activism on environmental issues is stronger than institutional shareholder activism 

on social issues. The results also show that the coefficients of coordinated shareholder activism 
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on ESGDt1, ESGDt2, Et1, Et2, St1 and St2 are not significant. The results show that 

coordinated shareholder activism negatively relates to Gt1 (β= -0.394, p<0.05) and Gt2 (β= -

0.498, p<0.05). These results indicate that there might be collective action problems among 

coordinated shareholders, hindering the effectiveness of their effect on CSR transparency in 

peer firms. The negative coefficients on Gt1 and Gt2 suggest that the situation could be even 

worse in the governance subdimension. The results also indicate different strategies adopted 

by peer companies when encountering institutional or coordinated shareholder activism. 
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Table 4.12 Results- spillover effects on CSR disclosure  

 (1) (2) (3) (4) (5) (6) (7) (8) 

 ESGt1 ESGDt2 Et1 Et2 St1 St2 Gt1 Gt2 

SO/SOENVP/SOSOCP/SOGOVP 0.439 0.450 1.963 2.009 1.089 1.174 0.040 0.138 

 (1.830) (1.790) (2.620)** (2.570)* (2.630)** (2.700)** (0.310) (1.030) 

ROAt1 7.978 9.226 3.237 7.933 4.978 5.932 5.104 5.135 

 (4.800)*** (5.340)*** (0.670) (1.600) (1.720) (1.980)* (5.780)*** (5.590)*** 

LEVt1 -4.490 -4.871 -7.984 -8.166 -2.342 -2.666 -1.849 -2.096 

 (-6.480)*** (-6.610)*** (-3.800)*** (-3.790)*** (-1.920) (-2.090)* (-5.040)*** (-5.370)*** 

PBt1 0.371 0.381 0.654 0.604 0.305 0.310 0.166 0.175 

 (8.640)*** (8.120)*** (6.100)*** (5.240)*** (4.390)*** (4.070)*** (7.290)*** (7.040)*** 

FIRMSIZEt1 4.722 4.821 6.336 6.363 4.694 4.684 2.210 2.241 

 (57.900)*** (56.180)*** (29.910)*** (29.480)*** (35.230)*** (34.020)*** (53.080)*** (51.150)*** 

DSOCP 2.121 2.244   1.864 1.917   

 (4.590)*** (4.480)***   (2.840)** (2.720)**   

DENVP 2.396 1.592 1.044 -0.041     

 (3.570)*** (2.240)* (0.850) (-0.030)     

DGOVP 2.268 2.253     0.945 0.814 

 (6.320)*** (5.840)***     (4.950)*** (3.960)*** 

Constant -27.510 -20.570 -55.290 -47.650 -23.510 -23.940 34.050 32.450 

 (-11.760)*** (-7.650)*** (-11.760)*** (-9.090)*** (-7.080)*** (-6.580)*** (27.680)*** (23.760)*** 

INDUSTRYDUMMY Yes Yes Yes Yes Yes Yes Yes Yes 

YEARDUMMY Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 7,278 6,720 3,036 2,873 5,042 4,675 7,272 6,716 

Adjusted R2 0.476 0.476 0.282 0.277 0.322 0.315 0.389 0.389 

F 276.000 255.600 55.110 50.990 109.800 98.800 211.400 195.500 

Table 4.12 Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). The estimated regressions are based on the below specific 

models: Y=β0+ β1Xi +Σ βnCONVi,t1 +ε….Model 1. Xi represent SO, SOENVP, SOSOCP and SOGOVP respectively. SO denotes the spillover effects of shareholder activism. It 

is a dummy variable taking value of “1” if at least one firm in the same industry (referring to 4 digits sic code) is targeted by shareholder activism at t and “0” otherwise. 

SOENVP denotes the spillover effects of environmental activism. It is a dummy variable taking value of “1” if at least one firm in the same industry (referring to 4 digits sic 

code) is targeted by environmental shareholder activism at t and “0” otherwise. SOSOCP denotes the spillover effects of social activism. It is a dummy variable taking value 

of “1” if at least one firm in the same industry (referring to 4 digits sic code) is targeted by social shareholder activism at t and “0” otherwise. SOGOVP denotes the spillover 

effects of governance activism. It is a dummy variable taking value of “1” if at least one firm in the same industry (referring to 4 digits sic code) is targeted by governance 

shareholder activism at t and “0” otherwise. Y denotes ESGDt1, ESGDt2, Et1, Et2, St1, St2, Gt1 and Gt2 respectively. CONV i,t1 represent control variables, including 

ROAt1,LEVt1, PBt1,FIRMSIZEt1, DSOCP, DENVP and DGOVP respectively. ROAt1 denotes return on assets (return on assets (ROA) as earnings before interest and taxes 

(EBIT) deflated by lagged total assets) one year after shareholder activism; LEVt1 denotes leverage (total of short-term and long-term interest-bearing liabilities deflated by 

total assets) one year after shareholder activism; PBt1 denotes P/B ratio (Market value of equity deflated by book value of equity) one year after shareholder 

activism;FIRMSIZEt1 denotes firm size (the natural logarithm of total assets) one year after shareholder activism; DSOCP denotes the dummy variable of shareholder activism 
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on social issues (“1” is given to the last firm-year with shareholder activism on social issues and “0”otherwise. ); DENVP denotes the dummy variable of shareholder activism 

on environmental issues (“1” is given to the last firm-year with shareholder activism on environmental issues and “0”otherwise.) and DGOVP denotes the dummy variable of 

shareholder activism on governance issues (“1” is given to the last firm-year with shareholder activism on governance issues and “0”otherwise. ). i represents the company. 

t1 represents one year after shareholder activism (i.e. the time when spillover effects happen). t2 represents two years after shareholder activism. 
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Table 4.13 Results-spillover effects from institutional or coordinated shareholder activism and CSR disclosure 

 (1) (2) (3) (4) (5) (6) (7) (8) 

 ESGDt1 ESGDt2 Et1 Et2 St1 St2 Gt1 Gt2 

SOIN/SOENVPIN/ 

SOSOCPIN/SOGOVPIN 

0.626 0.470 3.452 3.235 1.042 1.177 0.289 0.349 

 (2.150)* (1.540) (3.220)** (2.820)** (1.850) (2.000)* (2.010)* (2.310)* 

SOCF/SOENVPCF/ 

SOSOCPCF/SOGOVPCF 

-0.090 0.099 -2.394 -1.475 -0.163 -0.070 -0.394 -0.498 

 (-0.290) (0.300) (-1.950) (-1.130) (-0.270) (-0.110) (-2.160)* (-2.550)* 

ROAt1 7.973 9.264 3.150 7.859 5.013 6.022 5.032 4.994 

 (4.790)*** (5.360)*** (0.660) (1.580) (1.730) (2.010)* (5.700)*** (5.440)*** 

LEVt1 -4.470 -4.836 -7.625 -7.972 -2.385 -2.708 -1.979 -2.267 

 (-6.440)*** (-6.560)*** (-3.620)*** (-3.690)*** (-1.950) (-2.120)* (-5.320)*** (-5.720)*** 

PBt1 0.369 0.379 0.646 0.601 0.305 0.309 0.168 0.178 

 (8.610)*** (8.060)*** (6.020)*** (5.220)*** (4.380)*** (4.060)*** (7.380)*** (7.160)*** 

FIRMSIZEt1 4.720 4.817 6.329 6.362 4.705 4.691 2.217 2.253 

 (57.800)*** (56.040)*** (29.890)*** (29.500)*** (35.330)*** (34.090)*** (52.940)*** (51.040)*** 

DSOCP 2.067 2.189   2.037 2.043   

 (4.450)*** (4.350)***   (3.160)** (2.960)**   

DENVP 2.363 1.556 1.275 0.072     

 (3.520)*** (2.190)* (1.070) (0.060)     

DGOVP 2.287 2.294     0.909 0.817 

 (6.470)*** (6.030)***     (4.880)*** (4.070)*** 

Constant -27.460 -20.440 -55.650 -47.970 -23.240 -23.740 33.910 32.280 

 (-11.740)*** (-7.600)*** (-11.820)*** (-9.130)*** (-7.000)*** (-6.510)*** (27.570)*** (23.650)*** 

INDUSTRYDUMMY Yes Yes Yes Yes Yes Yes Yes Yes 

YEARDUMMY Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 7,278 6,720 3,036 2,873 5,042 4,675 7,272 6,716 

Adjusted R2 0.476 0.476 0.282 0.277 0.322 0.315 0.389 0.390 

F 265.100 245.500 52.920 48.930 104.900 94.450 202.600 187.500 

Table 4.13 Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). The estimated regressions are based on the below specific 

models: Y=γ0+ γ1XINi + γ2XCFi +ΣγnCONVi,t1 +ε…Model 2. XINi represent SOIN, SOENVPIN, SOSOCPIN and SOGOVPIN respectively. SOIN is a dummy variable, taking 

value of “1” at t1 if at least one firm in the same industry (referring to 4 digits sic code) is targeted by institutional shareholder activism at t and “0” otherwise. SOENVPIN 

is a dummy variable, taking value of “1”at t1 if at least one firm in the same industry (referring to 4 digits sic code) is targeted by institutional shareholder activism on 

environmental issues at t and “0” otherwise. SOSOCPIN is a dummy variable, taking value of “1”at t1 if at least one firm in the same industry (referring to 4 digits sic 

code) is targeted by institutional shareholder activism on social issues at t and “0” otherwise. SOGOVPIN is a dummy variable, taking value of “1”at t1 if at least one 

firm in the same industry (referring to 4 digits sic code) is targeted by institutional shareholder activism on governance issues at t and “0” otherwise.  XCFi represents 

SOCF, SOENVPCF, SOSOCPCF and SOGOVPCF respectively. SOCF is a dummy variable, taking value of “1” at t1 if at least one firm in the same industry (referring to 
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4 digits sic code) is targeted by coordinated shareholder activism at t and “0” otherwise. SOENVPCF is a dummy variable, taking value of “1”at t1 if at least one firm in 

the same industry (referring to 4 digits sic code) is targeted by coordinated shareholder activism on environmental issues at t and “0” otherwise. SOSOCPCF is a dummy 

variable, taking value of “1”at t1 if at least one firm in the same industry (referring to 4 digits sic code) is targeted by coordinated shareholder activism on social issues 

at t and “0” otherwise. SOGOVPCF is a dummy variable, taking value of “1”at t1 if at least one firm in the same industry (referring to 4 digits sic code) is targeted by 

coordinated shareholder activism on governance issues at t and “0” otherwise.  Y denotes ESGDt1, ESGDt2, Et1, Et2, St1, St2, Gt1 and Gt2 respectively. CONVi,t1 represent 

control variables, including ROAt1,LEVt1, PBt1,FIRMSIZEt1, DSOCP, DENVP and DGOVP respectively. ROAt1 denotes return on assets (return on assets (ROA) as 

earnings before interest and taxes (EBIT) deflated by lagged total assets) one year after shareholder activism; LEVt1 denotes leverage (total of short-term and long-term 

interest-bearing liabilities deflated by total assets) one year after shareholder activism; PBt1 denotes P/B ratio (Market value of equity deflated by book value of equity) 

one year after shareholder activism;FIRMSIZEt1 denotes firm size (the natural logarithm of total assets) one year after shareholder activism;  DSOCP denotes the dummy 

variable of shareholder activism on social issues (“1” is given to the firm-year with shareholder activism on social issues and “0”otherwise. ), DENVP denotes the dummy 

variable of shareholder activism on environmental issues (“1” is given to the firm-year with shareholder activism on environmental issues and “0”otherwise.) and DGOVP 

denotes the dummy variable of shareholder activism on governance issues (“1” is given to the firm-year with shareholder activism on governance issues and “0”otherwise.). 

i represents the company i. t1 represents one year after shareholder activism (i.e. the time when spillover effects happen). t2 represents two years after shareholder activism. 
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Table 4.14A and 4.14B present results with dependent variables of CSP (KLD strength 

(KLDSt1 and KLDSt2), KLD concern (KLDCt1 and KLDCt2)) and their subdimensions (ESt1, 

ESt2, ECt1, ECt2, SSt1, SSt2, GSt1 and GSt2). Regarding the models on KLD strength and 

KLD concern, the coefficient for KLDSt1 is negatively significant (β= -0.071, p-value<0.01). 

The coefficients for KLDCt1 and KLDCt2 are -0.139 (p-value<0.001) and -0.084 (p-

value<0.001) respectively. In addition, compared with KLDSt1, the higher coefficients for 

KLDCt1 and KLDCt2 indicate that shareholder activism reduces KLD concern more than KLD 

strength. In other words, shareholder activism generally improves CSP in peer firms.  However, 

SOENVP negatively relates to ESt1 (β= -0.336, p-value<0.001) and ESt2 (β= -0.258, p-

value<0.001) but positively relates to ECt1 (β= 0.168, p-value<0.05) and ECt2 (β= 0.228, p-

value<0.01). In other words, spillover effects from environmental shareholder activism reduce 

the environmental strength but increase the environmental concern. The results therefore reveal 

that environmental activism deteriorate environmental performance in peer firms. SOSOCP 

positively relates to SSt1 (β= -0.086, p-value<0.001) but not relates to SSt2 significantly. 

SOSOCP negatively relates to SCt1 (β= -0.108, p-value<0.001) and SCt2 (β -0.096, p-

value<0.001) respectively, meaning that social activism reduces the social concern in peer 

firms. Analogous to the results on KLDSt1, KLDSt2, KLDCt1 and KLDCt2, social activism 

improves social performance of peer firms. The coefficient for GCt1 (β= -0.197, p-value<0.001) 

is negative. Nonetheless, it is not significant on GSt1, GSt2 and GCt2. The results indicate that 

shareholder activism on governance issues reduces the governance concern of peer firms, 

thereby improving their governance performance. Further, spillover effects have weakened in 

the subdimension of governance from t1 to t2. Taken together, the results also suggest spillover 

effects do not relate to CSR disclosure but do improve CSP. It also demonstrates the 

inconsistency of spillover effects on disclosure versus performance. Specifically, the level of 

environmental disclosure has increased though environmental performance has become worse 
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in peer firms after shareholder activism. The results confirm that environmental disclosure is 

employed as a risk management tactic to prevent firms from shareholder activism in the future. 

The consistency of social performance and social disclosure illustrates that firms tend to 

demonstrate their improved performance in social areas by increasing disclosure level. The 

results on governance disclosure and performance demonstrate that peer firms rarely employ 

governance disclosure to signal their better performance. It is probably due to the fact that 

governance disclosure, when compared with social and environmental disclosure, is less 

associated with reputational management activities.  
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Table 4.14A Results- spillover effects on CSP 

 (1) (2) (3) (4) (5) (6) (7) (8) 

 KLDSt1 KLDSt2 KLDCt1 KLDCt2 ESt1 ESt2 ECt1 ECt2 

SO/SOENVP -0.071 -0.035 -0.139 -0.084 -0.336 -0.258 0.168 0.228 

 (-3.190)** (-1.580) (-6.840)*** (-4.140)*** (-6.300)*** (-4.770)*** (2.780)** (3.720)*** 

ROAt1 2.996 2.773 1.302 1.180 3.424 3.335 3.583 3.355 

 (23.830)*** (21.700)*** (10.020)*** (9.070)*** (12.390)*** (11.850)*** (9.160)*** (8.840)*** 

LEVt1 -0.297 -0.223 0.098 0.118 0.368 0.205 1.518 1.146 

 (-4.890)*** (-3.690)*** (1.720) (2.080)* (2.840)** (1.560) (9.370)*** (7.080)*** 

PBt1 0.013 0.009 -0.033 -0.022 -0.004 -0.012 -0.113 -0.075 

 (3.900)*** (2.760)** (-8.480)*** (-5.880)*** (-0.560) (-1.540) (-8.160)*** (-6.180)*** 

FIRMSIZEt1 0.495 0.439 0.185 0.153 0.569 0.527 0.512 0.449 

 (77.400)*** (68.480)*** (29.460)*** (24.080)*** (48.360)*** (44.410)*** (33.020)*** (29.080)*** 

DSOCP 0.024 0.046 0.398 0.377     

 (0.900) (1.690) (13.840)*** (12.650)***     

DENVP -0.016 -0.057 0.197 0.134 0.314 0.268 0.723 0.618 

 (-0.440) (-1.500) (5.270)*** (3.320)*** (3.870)*** (3.160)** (8.930)*** (7.150)*** 

DGOVP 0.216 0.231 0.336 0.298     

 (9.400)*** (9.870)*** (13.510)*** (11.670)***     

Constant -4.014 -3.496 -0.982 -0.760 -6.328 -5.875 -6.457 -5.836 

 (-64.040)*** (-56.440)*** (-17.580)*** (-13.540)*** (-49.300)*** (-46.040)*** (-37.980)*** (-35.420)*** 

Observations 7,200 7,088 7,200 7,088 7,200 7,088 7,200 7,088 

Pseudo R2 0.268 0.219 0.105 0.075 0.197 0.167 0.189 0.145 

χ2 10,465.500 8,385.700 3,175.100 2,231.800 2,646.000 2,196.500 1,852.100 1,388.100 

Table 4.14A Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). The estimated regressions are based on the below specific 

models: Y=β0+ β1Xi +Σ βnCONVi,t1 +ε…Model 1. Xi represent SO and SOENVP respectively. SO denotes spillover effects of shareholder activism. It is a dummy variable taking 

value of “1” if at least one firm in the same industry (referring to 4 digits sic code) is targeted by shareholder activism at t and “0” otherwise.  SOENVP denotes spillover 

effects of environmental activism. It is a dummy variable taking value of “1” if at least one firm in the same industry (referring to 4 digits sic code) is targeted by environmental 

shareholder activism at t and “0” otherwise. Y represent KLDSt1, KLDSt2, KLDCt1, KLDCt2,ESt1, ESt2,ECt1 and ECt2 respectively. CONVi,t1 represent control variables, 

including ROAt1,LEVt1, PBt1,FIRMSIZEt1, DSOCP, DENVP and DGOVP respectively. ROAt1 denotes return on assets (return on assets (ROA) as earnings before interest 

and taxes (EBIT) deflated by lagged total assets) one year after shareholder activism; LEVt1 denotes leverage (total of short-term and long-term interest-bearing liabilities 

deflated by total assets) one year after shareholder activism; PBt1 denotes P/B ratio (Market value of equity deflated by book value of equity) one year after shareholder 

activism;FIRMSIZEt1 denotes firm size (the natural logarithm of total assets) one year after shareholder activism;DSOCP denotes the dummy variable of shareholder activism 

on social issues (“1” is given to the firm-year with shareholder activism on social issues and “0”otherwise. ); DENVP denotes the dummy variable of shareholder activism on 

environmental issues (“1” is given to the firm-year with shareholder activism on environmental issues and “0”otherwise.); and DGOVP denotes the dummy variable of 

shareholder activism on governance issues (“1” is given to the firm-year with shareholder activism on governance issues and “0”otherwise.). i represents the company i. t1 

represents one year after shareholder activism (i.e. the time when spillover effects happen). t2 represents two years after shareholder activism.  
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Table 4.14B Results- spillover effects on CSP 

 (1) (2) (3) (4) (5) (6) (7) (8) 

 SSt1 SSt2 SCt1 SCt2 GSt1 GSt2 GCt1 GCt2 

SOSOCP/SOGOVP -0.086 -0.019 -0.108 -0.096 0.064 0.073 -0.197 -0.078 

 (-3.530)*** (-0.780) (-4.320)*** (-3.790)*** (0.790) (0.910) (-4.710)*** (-1.880) 

ROAt1 2.875 2.750 1.134 1.022 3.126 2.126 1.235 1.010 

 (19.430)*** (18.420)*** (7.100)*** (6.350)*** (6.760)*** (4.470)*** (4.610)*** (3.800)*** 

LEVt1 -0.400 -0.277 0.020 0.065 -1.200 -0.740 -0.424 -0.312 

 (-5.560)*** (-3.890)*** (0.290) (0.920) (-5.070)*** (-3.250)** (-3.470)*** (-2.590)** 

PBt1 0.020 0.015 -0.025 -0.018 -0.024 0.003 -0.015 0.006 

 (5.280)*** (3.940)*** (-5.360)*** (-4.090)*** (-1.610) (0.230) (-1.860) (0.080) 

FIRMSIZEt1 0.523 0.462 0.175 0.148 0.298 0.282 0.194 0.145 

 (75.680)*** (66.920)*** (24.600)*** (20.430)*** (13.250)*** (12.430)*** (15.370)*** (11.370)*** 

DSOCP 0.077 0.069 0.576 0.533     

 (2.470)* (2.160)* (16.190)*** (14.430)***     

DGOVP     0.580 0.412 0.329 0.244 

     (6.450)*** (4.490)*** (5.990)*** (4.340)*** 

Constant -4.554 -3.999 -1.299 -1.097 -4.777 -4.637 -2.407 -2.080 

 (-64.620)*** (-57.760)*** (-20.080)*** (-16.790)*** (-22.800)*** (-22.000)*** (-21.460)*** (-18.600)*** 

Observations 7,200 7,088 7,200 7,088 7,200 7,088 7,200 7,088 

Pseudo R2 0.247 0.196 0.061 0.045 0.078 0.058 0.035 0.020 

χ2 7,512.800 5,894.900 1,415.900 1,021.200 456.800 333.600 421.900 239.800 

Table 4.14B Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). The estimated regressions are based on the below specific 

models: Y=β0+ β1Xi +Σ βnCONVi,t1 +ε….Model 1. Xi represent SOSOCP and SOGOVP respectively. SOSOCP denotes the spillover effects of social activism. It is a dummy 

variable taking value of “1” if at least one firm in the same industry (referring to 4 digits sic code) is targeted by social shareholder activism at t and “0” otherwise. 

SOGOVP denotes the spillover effects of governance activism. It is a dummy variable taking value of “1” if at least one firm in the same industry (referring to 4 digits sic 

code) is targeted by governance shareholder activism at t and “0” otherwise. Y represent SSt1, SSt2, SCt1, SCt2, GSt1, GSt2, GCt1 and GCt2 respectively; CONVi,t1 represent 

control variables, including ROAt1,LEVt1, PBt1,FIRMSIZEt1, DSOCP, DENVP and DGOVP respectively. ROAt1 denotes return on assets (return on assets (ROA) as 

earnings before interest and taxes (EBIT) deflated by lagged total assets) one year after shareholder activism; LEVt1 denotes leverage (total of short-term and long-term 

interest-bearing liabilities deflated by total assets) one year after shareholder activism; PBt1 denotes P/B ratio (Market value of equity deflated by book value of equity) one 

year after shareholder activism;FIRMSIZEt1 denotes firm size (the natural logarithm of total assets) one year after shareholder activism; DSOCP denotes the dummy 

variable of shareholder activism on social issues (“1” is given to the firm-year with shareholder activism on social issues and “0”otherwise. ); DENVP denotes the dummy 

variable of shareholder activism on environmental issues (“1” is given to the firm-year with shareholder activism on environmental issues and “0”otherwise.); and DGOVP 

denotes the dummy variable of shareholder activism on governance issues(“1” is given to the firm-year with shareholder activism on governance issues and “0”otherwise.). 

i represents the company i. t1 represents one year after shareholder activism (i.e. the time when spillover effects happen). t2 represents two years after shareholder activism.  



262 

 

Table 4.15A shows the association between institutional or coordinated shareholder activism 

and CSP in peer firms. SOIN is not associated with KLDSt1 and KLDSt2 respectively. In 

addition, SOIN negatively relates to KLDCt1 (β=-0.065, p-value<0.01), revealing that 

institutional shareholder activism (though it does not enhance the strength of CSP) reduces the 

weakness of CSP in peer firms. These results are roughly in line with Neubaum and Zahra 

(2006) but opposite to David et al. (2007). That is, shareholder activism, especially from 

institutional shareholders reduces the negative CSP and thus contributes to the enhancement of 

CSP in peer firms. SOCF are negatively related to KLDSt1 (β= -0.101, p-value<0.001), KLDSt2 

(β= -0.096, p-value<0.001) and KLDCt1 (β= -0.085, p-value<0.001) respectively. The results 

confirm the existence of a collective action problem. Specifically, the divergent goals and 

interests of coordinated shareholders prevent firms from investing in CSR or taking CSR 

activities further. Therefore, it can harm CSP in peer firms. 

 

The last four columns in Table 4.15A and Table 4.15B depict regression results on 

subdimensions of CSP. SOENVPIN negatively relates to ESt1 (β= -0.566, p-value<0.001), ESt2 

(β=-0.471, p-value<0.001), ECt1 (β= -1.003, p-value<0.001) and ECt2 (β= -0.921, p-

value<0.001) respectively. The absolute value of ECt1 is higher than the absolute value of ESt1. 

It means that institutional shareholder activism on environmental issues could reduce the 

concern of environmental performance more than the strength of environmental performance. 

Therefore, it indicates that institutional shareholder activism on environmental issues shows 

roughly positive influences on environmental performance of peer firms. SOENVPCF 

positively relates to ESt1 (β=0.498, p-value<0.001), ESt2 (β=0.242, p-value<0.01), ECt1 

(β=1.462, p-value<0.001) and ECt2 (β=1.273, p-value<0.001) respectively. The results mean 

that environmental shareholder activism from coordinated shareholders positively relate to 

environmental strength and concern. ECt1 is higher than ESt1, and ECt2 is higher than ESt2. 
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It means that coordinated shareholder activism could increase the concern of environmental 

performance (measured by ECt1 and ECt2) more than enhance the strength of environmental 

performance (measured by ESt1 and ESt2). The results reveal that coordinated shareholder 

activism negatively influences environmental performance in peer firms. SOSOCPIN 

negatively relates to SCt1 (β= -0.132, p-value<0.001). SOSOCPCF negatively relates to SSt1 

(β=-0.125, p-value<0.001) and SSt2 (β=-0.178, p-value<0.001) respectively. Taken together, 

it indicates that institutional shareholder activism could benefit social performance in peer 

firms, whereas the results on SOSOCPCF illustrate the collective action problem among 

coordinated shareholders, particularly regarding social issues. Additionally, the SOGOVPIN 

does not relate to GSt1, GSt2, GCt1 and GCt2 respectively, and SOGOVPCF does not relate to 

GSt1, GSt2, GCt1 and GCt2 respectively. It suggests that institutional shareholder activism on 

governance issues could not increase the governance disclosure in peer firms. These results 

also mean that coordinated shareholder activism does not influence governance performance 

in peer firms. The insignificant results therefore indicate that in the subdimension of 

governance, institutional shareholders are not salient enough to increase transparency, and the 

coordinated shareholders might suffer the collective action problem. 

 

Overall, it appears that when confronting institutional shareholder activism, peer firms are 

incentivised to improve both CSR disclosure and CSP. Furthermore, the synthesised results of 

this research document stronger positive spillover effects from institutional shareholders on 

CSR disclosure whereas there are clear weaker positive spillover effects from institutional 

shareholder activism on CSP. It means that institutional shareholder activism has stronger 

influence in motivating firms to manage risks via CSR disclosure than it does on motivating 

the improvements in CSP.  In addition, the results show that coordinated shareholder activism 

does not create significant peer pressure to change CSR disclosure but deteriorates CSP in peer 
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firms, meaning that the collective action problem could attenuate spillover effects on risk 

management through CSR disclosure among peer firms.  
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Table 4.15A Results- spillover effects from institutional or coordinated shareholder activism on CSP  
(1) (2) (3) (4) (5) (6) (7) (8)  

KLDSt1 KLDSt2 KLDCt1 KLDCt2 ESt1 ESt2 ECt1 ECt2 

SOIN/SOENVPIN -0.031 -0.010 -0.065 0.010 -0.566 -0.471 -1.003 -0.921  
(-1.310) (-0.430) (-2.760)** (0.430) (-7.670)*** (-5.990)*** (-9.020)*** (-7.510)*** 

SOCF/SOENVPCF -0.101 -0.096 0.014 -0.085 0.498 0.242 1.462 1.273  
(-4.430)*** (-4.100)*** (0.590) (-3.570)*** (5.620)*** (2.580)** (12.630)*** (9.960)*** 

ROAt1 2.936 2.708 1.352 1.156 3.306 3.231 2.952 2.908  
(23.210)*** (21.030)*** (10.370)*** (8.830)*** (11.91)*** (11.42)*** (7.450)*** (7.570)*** 

LEVt1 -0.331 -0.251 0.091 0.101 0.257 0.158 1.238 0.961  
(-5.410)*** (-4.140)*** (1.590) (1.770) (1.96)* (1.20) (7.52)*** (5.84)*** 

PBt1 0.013 0.010 -0.033 -0.022 -0.002 -0.011 -0.108 -0.070  
(4.110)*** (2.950)** (-8.590)*** (-5.850)*** (-0.230) (-1.470) (-7.790)*** (-5.790)*** 

FIRMSIZEt1 0.499 0.444 0.181 0.154 0.573 0.528 0.535 0.463  
(77.540)*** (68.650)*** (28.820)*** (24.040)*** (48.430)*** (44.470)*** (34.190)*** (29.870)*** 

DSOCP 0.041 0.062 0.387 0.378 0.168 0.242 0.730 0.710  
(1.540) (2.240)* (13.420)*** (12.660)*** (2.180)* (3.000)** (9.140)*** (8.270)*** 

DENVP -0.010 -0.052 0.195 0.136 
    

 
(-0.280) (-1.370) (5.200)*** (3.370)*** 

    

DGOVP 0.205 0.227 0.307 0.275 
    

 
(9.080)*** (9.880)*** (12.640)*** (10.990)*** 

    

Constant -4.033 -3.512 -1.006 -0.783 -6.344 -5.865 -6.480 -5.823  
(-64.340)*** (-56.690)*** (-18.050)*** (-13.990)*** (-49.210)*** (-45.890)*** (-37.710)*** (-35.080)*** 

Observations 7,200 7,088 7,200 7,088 7,200 7,088 7,200 7,088 

Pseudo R2 0.269 0.219 0.103 0.075 0.199 0.169 0.209 0.156 

χ2 10,494.900 8,411.000 3,137.700 2,231.500 2,671.200 2,217.100 2,048.500 1,501.000 

Table 4.15A Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). The estimated regressions are based on the below specific 

models: Y=γ0+ γ1XINi+ γ2XCFi+ΣγnCONVi,t1 +ε….Model 2. XINi represent SOIN and SOENVPIN respectively. SOIN is a dummy variable, taking value of “1” at t1 if at least 

one firm in the same industry (referring to 4 digits sic code) is targeted by institutional shareholder activism at t and “0” otherwise. SOENVPIN is a dummy variable, taking 

value of “1”at t1 if at least one firm in the same industry (referring to 4 digits sic code) is targeted by institutional shareholder activism on environmental issues at t and “0” 

otherwise. XCFi represent SOCF and SOENVPCF respectively. SOCF is a dummy variable, taking value of “1” at t1 if at least one firm in the same industry (referring to 4 

digits sic code) is targeted by coordinated shareholder activism at t and “0” otherwise. SOENVPCF is a dummy variable, taking value of “1”at t1 if at least one firm in the 

same industry (referring to 4 digits sic code) is targeted by coordinated shareholder activism on environmental issues at t and “0” otherwise. Y denotes KLDSt1, KLDSt2, 

KLDCt1, KLDCt2, ESt1, ESt2, ECt1 and ECt2 respectively. CONVi,t1 represents control variables, namely ROAt1, LEVt1, PBt1, FIRMSIZEt1, DSOCP, DENVP and DGOVP. 

ROAt1 denotes return on assets (return on assets (ROA) as earnings before interest and taxes (EBIT) deflated by lagged total assets) one year after shareholder activism; 

LEVt1 denotes leverage (total of short-term and long-term interest-bearing liabilities deflated by total assets) one year after shareholder activism; PBt1 denotes P/B ratio 

(Market value of equity deflated by book value of equity) one year after shareholder activism;FIRMSIZEt1 denotes firm size (the natural logarithm of total assets) one year 

after shareholder activism; DSOCP denotes the dummy variable of shareholder activism on social issues (“1” is given to the last firm-year with shareholder activism on social 
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issues and “0”otherwise. ); DENVP denotes the dummy variable of shareholder activism on environmental issues (“1” is given to the last firm-year with shareholder activism 

on environmental issues and “0”otherwise. ); and DGOVP denotes the dummy variable of shareholder activism on governance issues (“1” is given to the last firm-year with 

shareholder activism on governance issues and “0”otherwise. ). i represents the company i. t1 represents one year after shareholder activism (i.e. the time when spillover 

effects happen). t2 represents two years after shareholder activism.   
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Table 4.15B Results- spillover effects from institutional or coordinated shareholder activism on CSP 

 (1) (2) (3) (4) (5) (6) (7) (8) 

 SSt1 SSt2 SCt1 SCt2 GSt1 GSt2 GCt1 GCt2 

SOSOCPIN/SOGOVPIN -0.045 0.033 -0.132 -0.037 0.075 0.042 -0.020 -0.018 

 (-1.470) (1.100) (-3.930)*** (-1.120) (0.930) (0.520) (-0.460) (-0.390) 

SOSOCPCF/SOGOVPCF -0.125 -0.178 0.007 -0.105 0.115 0.026 -0.071 -0.069 

 (-4.010)*** (-5.720)*** (0.210) (-3.010)** (1.270) (0.280) (-1.280) (-1.220) 

ROAt1 2.809 2.662 1.107 0.986 3.215 2.124 1.296 0.998 

 (18.880)*** (17.680)*** (6.910)*** (6.100)*** (6.930)*** (4.450)*** (4.820)*** (3.730)*** 

LEVt1 -0.418 -0.299 0.0168 0.0659 -1.115 -0.721 -0.454 -0.344 

 (-5.80)*** (-4.19)*** (0.24) (0.930) (-4.630)*** (-3.100)** (-3.650)*** (-2.790)** 

PBt1 0.020 0.016 -0.025 -0.019 -0.024 0.003 -0.015 0.001 

 (5.440)*** (4.110)*** (-5.350)*** (-4.130)*** (-1.640) (0.240) (-1.870) (0.130) 

FIRMSIZEt1 0.525 0.466 0.175 0.149 0.289 0.281 0.189 0.146 

 (76.480)*** (67.740)*** (24.680)*** (20.600)*** (12.640)*** (12.230)*** (14.870)*** (11.320)*** 

DSOCP 0.085 0.089 0.575 0.526     

 (2.810)** (2.840)** (16.630)*** (14.600)***     

DGOVP     0.580 0.427 0.253 0.220 

     (6.690)*** (4.800)*** (4.810)*** (4.040)*** 

Constant -4.549 -4.002 -1.295 -1.101 -4.749 -4.622 -2.443 -2.100 

 (-64.610)*** (-57.800)*** (-20.020)*** (-16.870)*** (-22.670)*** (-21.910)*** (-21.790)*** (-18.780)*** 

Observations 7,200 7,088 7,200 7,088 7,200 7,088 7,200 7,088 

Pseudo R2 0.248 0.197 0.062 0.046 0.079 0.058 0.033 0.020 

χ2 7,544.600 5,937.500 1,424.200 1,032.700 460.600 333.300 402.700 239.000 

Table 4.15B Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). The estimated regressions are based on the below specific 

models: Y=γ0+ γ1XINi+ γ2XCFi +ΣγnCONVi,t1 +ε….Model 2. XINi represent SOSOCPIN and SOGOVPIN respectively. SOSOCPIN is a dummy variable, taking value of 

“1”at t1 if at least one firm in the same industry (referring to 4 digits sic code) is targeted by institutional shareholder activism on social issues at t and “0” otherwise. 

SOGOVPIN is a dummy variable, taking value of “1”at t1 if at least one firm in the same industry (referring to 4 digits sic code) is targeted by institutional shareholder 

activism on governance issues at t and “0” otherwise.  XCFi represent SOSOCPCF and SOGOVPCF respectively. SOSOCPCF is a dummy variable, taking value of “1”at 

t1 if at least one firm in the same industry (referring to 4 digits sic code) is targeted by coordinated shareholder activism on social issues at t and “0” otherwise. SOGOVPCF 

is a dummy variable, taking value of “1”at t1 if at least one firm in the same industry (referring to 4 digits sic code) is targeted by coordinated shareholder activism on 

governance issues at t and “0” otherwise. Y denotes, SSt1, SSt2, SCt1, SCt2, GSt1, GSt2, GCt1 and GCt2 respectively. CONVi,t1 represents control variables, namely ROAt1, 

LEVt1, PBt1, FIRMSIZEt1, DSOCP and DGOVP. ROAt1 denotes return on assets (return on assets (ROA) as earnings before interest and taxes (EBIT) deflated by lagged 

total assets) one year after shareholder activism; LEVt1 denotes leverage (total of short-term and long-term interest-bearing liabilities deflated by total assets) one year 

after shareholder activism; PBt1 denotes P/B ratio (Market value of equity deflated by book value of equity) one year after shareholder activism;FIRMSIZEt1 denotes firm 

size (the natural logarithm of total assets) one year after shareholder activism;DSOCP denotes the dummy variable of shareholder activism on social issues (“1” is given 

to the last firm-year with shareholder activism on social issues and “0”otherwise. ); DGOVP denotes the dummy variable of shareholder activism on governance issues 

(“1” is given to the last firm-year with shareholder activism on governance issues and “0”otherwise. ). i represents the company i. t1 represents one year after shareholder 
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activism (i.e. the time when spillover effects happen). t2 represents two years after shareholder activism.  
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Table 4.16 presents results on the associations between shareholder activism and indicators of 

financial performance in peer firms, namely TOBINSQt1, TOBINSQt2, ANNRt1, ANNRt2, 

ROEt1, ROEt2, REVTt1 and REVTt2. The results indicate that shareholder activism positively 

relate to TOBINSQt1 (β= 0.087, p-value<0.001) but not to TOBINSQt2 in peer firms. Similar 

results are also found for the coefficients on REVTt1 (β= 8.549, p-value<0.001) and REVTt2 

(β=11.370, p-value<0.001). Shareholder activism is also positively related to ANNRt1(β=0.015, 

p-value<0.05) However, for ANNRt2, ROEt1 and ROEt2, the coefficients are not significant in 

peer firms. The results, therefore, generally suggest that shareholder activism could improve 

financial performance in peer firms. In particular, spillover effects highly relate to business 

growth and firm value whereas they are weakly related to the profitability of peer firms. 

 

Table 4.17 presents the associations between institutional or coordinated shareholder activism 

and indicators of financial performance in peer firms, namely TOBINSQt1, TOBINSQt2, 

ANNRt1, ANNRt2, ROEt1, ROEt2, REVTt1 and REVTt2. The results document that institutional 

shareholder activism (SOIN) positively relates to TOBINSQt1 (β= 0.174, p<0.001) and 

TOBINSQt2 (β= 0.088, p<0.05) in peer firms respectively. It does not relate to ANNRt1, 

ANNRt2, ROEt1 and ROEt2 respectively. It positively relates to REVTt1 (β= 5.860, p<0.001) 

and REVTt2 (β= 10.540, p<0.01). Coordinated shareholder activism does not relate to 

TOBINSQt1 and TOBINSQt2 in peer firms respectively. Analogous to the results on 

institutional shareholder activism, coordinated shareholder activism do not relate to ANNRt1, 

ANNRt2, ROEt1 and ROEt2 in peer firms. In addition, the results show that SOCF positively 

relates to REVTt1 (β= 4.733, p<0.01). 
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Taken together, the tables show mixed results on whether shareholder activism influences 

financial performance in peer firms. Firstly, results note that although shareholder activism 

increases the peer firms’ value (measured by TOBINSQt1 and TOBINSQt2), it does not relate 

to the profitability of firms measured by the annual return or ROE. In addition, results 

demonstrate that shareholder activism positively relates to revenue growth (indicated by 

REVTt1 and REVTt2) in peer firms. It therefore indicates that shareholder activism could 

increase business growth in peer firms. Secondly, institutional shareholder activism could 

increase firm value (indicated by TOBINSQt1 and TOBINSQt2) in peer firms. The positive 

association between SOCF and REVTt1 indicates that the collective action problem does not 

hinder the effectiveness of coordinated shareholder activism in increasing business growth in 

the short term in peer firms. Overall, the results extend the argument of Gillan and Starks (2000) 

by suggesting that institutional or coordinated shareholder activism could improve financial 

performance in peer firms. In addition, the results indicate that the collective action problem 

among coordinated shareholder activism aiming at increasing business growth is not as serious 

as among coordinate shareholder activism aiming at increasing CSR disclosure or CSP. 
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Table 4.16 Results- spillover effects on financial performance 

 (1) (2) (3) (4) (5) (6) (7) (8) 

 TOBINSQt1 TOBINSQt2 ANNRt1 ANNRt2 ROEt1 ROEt2 REVTt1 REVTt2 

SO 0.087 0.039 0.015 0.001 0.015 0.017 8.549 11.370 

 (4.220)*** (1.560) (1.980)* (0.040) (0.560) (0.560) (7.730)*** (3.420)*** 

ROAt1 4.970 3.755 0.063 -0.747 1.152 0.119 -10.920 56.240 

 (35.510)*** (22.330)*** (1.210) (-8.660)*** (6.190)*** (0.580) (-1.450) (2.490)* 

LEVt1 -1.773 -1.279 -0.101 0.124 -0.130 -0.161 -10.960 -5.518 

 (-29.540)*** (-17.220)*** (-4.560)*** (3.350)*** (-1.640) (-1.810) (-3.400)*** (-0.570) 

PBt1 0.183 0.128 0.020 -0.014 0.028 0.056 0.493 -0.222 

 (48.460)*** (27.770)*** (14.180)*** (-6.030)*** (5.560)*** (10.150)*** (2.460)* (-0.370) 

FIRMSIZEt1 -0.112 -0.118 -0.005 -0.064 0.022 0.023 -5.932 0.573 

 (-16.130)*** (-13.820)*** (-1.960) (-14.890)*** (2.350)* (2.260)* (-15.890)*** (0.510) 

DSOCP 0.003 0.072 -0.014 0.030 0.035 0.092 1.164 -5.212 

 (0.080) (1.410) (-0.870) (1.130) (0.620) (1.470) (0.510) (-0.760) 

DENVP 0.086 0.055 0.018 0.001 -0.139 -0.152 0.961 -7.577 

 (1.390) (0.750) (0.790) (0.030) (-1.700) (-1.670) (0.290) (-0.760) 

DGOVP -0.001 0.027 -0.015 0.039 0.075 -0.097 1.016 -0.320 

 (-0.020) (0.680) (-1.220) (1.900) (1.720) (-1.990)* (0.580) (-0.060) 

Constant 1.541 1.709 -0.145 0.541 -0.278 -0.223 72.980 -12.410 

 (7.580)*** (6.940)*** (-1.940) (4.530)*** (-1.050) (-0.740) (4.840)*** (-0.180) 

IndustryDummy Yes Yes Yes Yes Yes Yes Yes Yes 

YearDummy Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 8,664 8,232 8,733 8,494 8,763 8,444 8,912 8,894 

Adjusted R2 0.556 0.351 0.313 0.228 0.017 0.018 0.042 0.001 

F 453.900 186.400 166.400 105.600 7.330 7.286 17.140 1.275 

Table 4.16 Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). The estimated regressions are based on the below specific 

models: Y=β0+ β1Xi +Σ βnCONVi,t1 +ε….Model 1. Xi represent SO, SOENVP, SOSOCP and SOGOVP respectively. SOENVP denotes spillover effects of environmental 

proposals. SOSOCP denotes spillover effects of social proposals. SOGOVP denotes spillover effects of governance proposals. SO denotes spillover effects of shareholder 

activism. It is a dummy variable taking value of “1” if at least one firm in the same industry (referring to 4 digits sic code) is targeted by shareholder activism at t and “0” 

otherwise.  SOENVP denotes spillover effects of environmental activism. It is a dummy variable taking value of “1” if at least one firm in the same industry (referring to 4 

digits sic code) is targeted by environmental shareholder activism at t and “0” otherwise. SOSOCP denotes spillover effects of social activism. It is a dummy variable taking 

value of “1” if at least one firm in the same industry (referring to 4 digits sic code) is targeted by social shareholder activism at t and “0” otherwise. SOGOVP denotes spillover 

effects of governance activism. It is a dummy variable taking value of “1” if at least one firm in the same industry (referring to 4 digits sic code) is targeted by governance 

shareholder activism at t and “0” otherwise. Y represent TOBINSQt1, TOBINSQt2, ANNRt1, ANNRt2, ROEt1, ROEt2, REVTt1 and REVTt2 respectively. CONVi,t1  represent 

control variables, including ROAt1, LEVt1, PBt1, FIRMSIZEt1, DSOCP, DENVP and DGOVP respectively. ROAt1 denotes return on assets (return on assets (ROA) as earnings 

before interest and taxes (EBIT) deflated by lagged total assets) one year after shareholder activism; LEVt1 denotes leverage (total of short-term and long-term interest-bearing 

liabilities deflated by total assets) one year after shareholder activism; PBt1 denotes P/B ratio (Market value of equity deflated by book value of equity) one year after 



272 

 

shareholder activism; FIRMSIZEt1 denotes firm size (the natural logarithm of total assets) one year after shareholder activism; DSOCP denotes the dummy variable of 

shareholder activism on social issues (“1” is given to the last firm-year with shareholder activism on social issues and “0”otherwise. ); DENVP denotes the dummy variable 

of shareholder activism on environmental issues (“1” is given to the last  firm-year with shareholder activism on environmental issues and “0”otherwise. ); and DGOVP 

denotes the dummy variable of shareholder activism on governance issues (“1” is given to the last  firm-year with shareholder activism on governance issues and 

“0”otherwise. ). i represents the company i. t1 represents one year after shareholder activism (i.e. the time when spillover effects happen). t2 represents two years after 

shareholder activism.  
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Table 4.17 Results-spillover effects from institutional or coordinated shareholder activism on financial performance 

 (1) (2) (3) (4) (5) (6) (7) (8) 

 TOBINSQt1 TOBINSQt2 ANNRt1 ANNRt2 ROEt1 ROEt2 REVTt1 REVTt2 

SOIN 0.174 0.088 0.017 -0.015 -0.046 -0.038 5.860 10.540 

 (6.140)*** (2.800)** (1.860) (-0.950) (-1.290) (-0.890) (4.360)*** (2.600)** 

SOCF -0.057 -0.029 0.001 0.016 0.024 -0.015 4.733 -0.954 

 (-1.870) (-0.860) (0.080) (0.970) (0.610) (-0.330) (3.280)** (-0.220) 

ROAt1 8.172 6.168 0.063 -0.744 0.030 0.160 -9.868 54.970 

 (59.190)*** (40.600)*** (1.220) (-8.620)*** (0.150) (0.670) (-1.310) (2.430)* 

LEVt1 -1.016 -0.659 -0.100 0.124 0.020 0.117 -10.240 -5.320 

 (-15.640)*** (-9.330)*** (-4.510)*** (3.350)*** (0.230) (1.120) (-3.180)** (-0.550) 

FIRMSIZEt1 -0.122 -0.132 -0.005 -0.064 -0.016 0.008 -5.979 0.606 

 (-15.610)*** (-15.400)*** (-1.980)* (-14.890)*** (-1.540) (0.660) (-16.020)*** (0.540) 

DSOCP 0.096 0.136 -0.015 0.030 0.037 0.079 0.186 -5.433 

 (2.010)* (2.550)* (-0.980) (1.130) (0.590) (1.080) (0.080) (-0.790) 

DENVP 0.057 0.047 0.017 0.001 -0.003 -0.039 0.227 -7.783 

 (0.820) (0.600) (0.750) (0.020) (-0.040) (-0.370) (0.070) (-0.780) 

DGOVP 0.033 0.059 -0.013 0.041 -0.009 -0.098 2.221 1.240 

 (0.910) (1.430) (-1.130) (2.040)* (-0.200) (-1.770) (1.280) (0.240) 

PBt1   0.020 -0.014 0.014 0.003  0.467 -0.224 

   (14.140)*** (-6.020)*** (2.650)** (0.450) (2.330)* (-0.370) 

Constant 1.348 1.924 -0.140 0.548 0.325 0.021 77.020 -9.825 

 (5.890)*** (7.560)*** (-1.870) (4.600)*** (0.680) (0.020) (5.110)*** (-0.140) 

IndustryDummy Yes Yes Yes Yes Yes Yes Yes Yes 

YearDummy Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 8,752 8,677 8,733 8,494 8,714 8,708 8,912 8,894 

Adjusted R2 0.429 0.288 0.313 0.228 0.002 0.000 0.043 0.000 

F 274.500 147.600 159.800 101.400 1.537 1.167 17.010 1.140 

Table 4.17 Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). The estimated regressions are based on the below specific 

models: Y=β0+ β1Xi +Σ βnCONVi,t1 +ε.….Model 1.  Xi represent SO, SOENVP, SOSOCP and SOGOVP respectively. SO denotes the spillover effects of shareholder activism. 

It is a dummy variable taking value of “1” if at least one firm in the same industry (referring to 4 digits sic code) is targeted by shareholder activism at t and “0” otherwise.  

SOENVP denotes the spillover effects of environmental activism. It is a dummy variable taking value of “1” if at least one firm in the same industry (referring to 4 digits sic 

code) is targeted by environmental shareholder activism at t and “0” otherwise. SOSOCP denotes the spillover effects of social activism. It is a dummy variable taking value 

of “1” if at least one firm in the same industry (referring to 4 digits sic code) is targeted by social shareholder activism at t and “0” otherwise. SOGOVP denotes the spillover 

effects of governance activism. It is a dummy variable taking value of “1” if at least one firm in the same industry (referring to 4 digits sic code) is targeted by governance 

shareholder activism at t and “0” otherwise. Y represent TOBINSQt1, TOBINSQt2, ANNRt1, ANNRt2, ROEt1, ROEt2, REVTt1 and REVTt2 respectively. CONVi,t1 represent 

control variables, including ROAt1,LEVt1, PBt1,FIRMSIZEt1, DSOCP, DENVP and DGOVP respectively. ROAt1 denotes return on assets (return on assets (ROA) as earnings 

before interest and taxes (EBIT) deflated by lagged total assets) one year after shareholder activism; LEVt1 denotes leverage (total of short-term and long-term interest-bearing 
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liabilities deflated by total assets) one year after shareholder activism; PBt1 denotes P/B ratio (Market value of equity deflated by book value of equity) one year after 

shareholder activism;FIRMSIZEt1 denotes firm size (the natural logarithm of total assets) one year after shareholder activism; DSOCP denotes the dummy variable of 

shareholder activism on social issues (“1” is given to the last firm-year with shareholder activism on social issues and “0”otherwise.); DENVP denotes the dummy variable 

of shareholder activism on environmental issues (“1” is given to the last firm-year with shareholder activism on environmental issues and “0”otherwise. ); and DGOVP 

denotes the dummy variable of shareholder activism on governance issues(“1” is given to the last  firm-year with shareholder activism on governance issues and “0”otherwise. ). 

i represents the company i. t1 represents one year after shareholder activism (i.e. the time when spillover effects happen). t2 represents two years after shareholder activism.  
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4.6 ADDITIONAL TEST 

Spillover effects from large shareholder activism and individual shareholder activism 

Tables 4.2 and 4.3 have shown that institutional shareholder activism accounts for a large 

proportion of shareholder activism which might drive the associations among shareholder 

activism and firm performance, CSP and CSR disclosure in peer firms. It therefore indicates 

the necessity to divide institutional shareholder activism further into subsamples, namely 

shareholder activism from institutional shareholders only (i.e. institutional shareholders who 

do not coordinate with each other) and shareholder activism from both institutional and 

coordinated shareholders.  In addition, this section also analyses the impact of shareholder 

activism from coordinated shareholders only (i.e. coordinated shareholders but not coordinated 

institutional shareholders).  

 

Table 4.18A and Table 4.18B present the associations among shareholder activism from 

institutional shareholders only, CSR disclosure level (ESGDt1 and ESGDt2), CSP (KLDSt1, 

KLDSt2, KLDCt1 and KLDCt2) and FP (TOBINSQt1, TOBINSQt2, ANNRt1, ANNRt2, ROEt1, 

ROEt2, REVTt1 and REVTt2). 

 

Firstly, the results show that SOINO does not relate to ESGDt1 and ESGDt2 respectively. The 

results suggest that institutional shareholder activism only can hardly change CSR disclosure 

level. The results suggest that results in Table 4.13 is not very robust. However, in Table 4.13, 

the positive association between institutional shareholder activism and CSR disclosure cannot 

last long, indicating relatively weak impacts from institutional shareholder activism on CSR 

disclosure in peer firms.  
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The results also suggest that SOINO positively relates to KLDSt1 (β=0.045, p<0.05), KLDSt2 

(β=0.048, p<0.05), KLDCt1 (β=-0.045, p<0.05), KLDCt2 (β= 0.045, p<0.05) respectively. 

Taken together, the results indicate that while institutional shareholder activism might improve 

CSP at t1 and t2 in peer firms, spillover effects are weak. Thus, the results are consistent with 

Table 4.15A and Table 4.15B, indicating that institutional shareholder activism is not strongly 

associated with CSR disclosure and CSP in peer firms. Similar with Table 4.17, the results 

indicate a positive association between SOINO and TOBINSQt1 (β= 0.131, p<0.001) and a 

positive association between SOINO and TOBINSQt2 (β= 0.060, p<0.05). It therefore suggests 

that institutional shareholder activism even without coordinated shareholders can still increase 

the company value in peer firms. 

 

Table 4.19A presents the associations among the sample of both institutional and coordinated 

shareholder activism, CSR disclosure and CSP. It shows that SOINCF does not significantly 

relate to ESGDt1 and ESGDt2 respectively. The association between SOINCF and KLDSt1 is 

negative (β= -0.118, p<0.001), and the association between SOINCF and KLDSt2 is negative 

(β= -0.101, p<0.001). Table 4.19B presents the association between the sample of both 

institutional and coordinated shareholder activism and financial performance. The results also 

report that SOINCF positively relates to REVTt1 (β=8.696, p<0.001) respectively. SOINCF 

positively relates to TOBINSQt1 (β= 0.058, p<0.05), and the coefficient is close to zero, 

meaning that the association is weak. Therefore, the results demonstrate that both institutional 

and coordinated shareholder activism may not increase CSR disclosure level and can harm CSP 

in peer firms. Nevertheless, it could increase firm value and business growth respectively. The 

findings are inconsistent with Table 4.15A, in that institutional shareholder activism improves 

CSP in peer firms. However, these results demonstrate the collective action problem among 

coordinated shareholders which could reduce the effectiveness of their monitoring on CSP. The 
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findings are consistent with Gillan and Starks (2000) that institutional or coordinated 

shareholder activism improves financial performance. In addition, the results extend their 

studies by showing the existence of spillover effects in peer firms.  

 

Table 4.20A presents the associations among coordinated shareholder activism only, CSP and 

CSR disclosure. Table 4.20B presents the associations among coordinated shareholder activism 

only and indicators of financial performance. It indicates that SOCFO does not relate to any 

indicators significantly. The results are different from the significant associations between 

coordinated shareholder activism and the indicators of CSP presented in Table 4.15. This could 

be due to its small sample size. However, the results indicate that coordinated shareholder 

activism could not improve CSR disclosure level, CSP or financial performance.  
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Table 4.18A Results-spillover effects from institutional shareholder activism only on CSR disclosure 

Level or CSP  
(1) (2) (3) (4) (5) (6)  

ESGDt1 ESGDt2 KLDSt1 KLDSt2 KLDCt1 KLDCt2 

SOINO 0.481 0.294 0.045 0.048 -0.045 0.045  
(1.750) (1.010) (2.170)* (2.230)* (-2.090)* (2.090)* 

ROAt1 7.766 9.033 3.003 2.763 1.390 1.208  
(4.680)*** (5.230)*** (23.920)*** (21.620)*** (10.750)*** (9.310)*** 

LEVt1 -4.535 -4.906 -0.300 -0.227 0.101 0.114  
(-6.540)*** (-6.660)*** (-4.940)*** (-3.770)*** (1.780) (2.000)* 

PBt1 0.375 0.384 0.013 0.009 -0.034 -0.022  
(8.760)*** (8.200)*** (3.950)*** (2.790)** (-8.700)*** (-5.980)*** 

FIRMSIZEt1 4.733 4.831 0.491 0.437 0.179 0.150  
(58.140)*** (56.390)*** (78.260)*** (69.330)*** (28.880)*** (23.830)*** 

DSOCP 2.198 2.338 0.017 0.043 0.376 0.362  
(4.780)*** (4.700)*** (0.650) (1.580) (13.220)*** (12.300)*** 

DENVP 2.433 1.634 -0.019 -0.059 0.190 0.130  
(3.620)*** (2.300)* (-0.520) (-1.560) (5.100)*** (3.220)** 

DGOVP 2.348 2.367 0.192 0.216 0.303 0.267  
(6.680)*** (6.250)*** (8.570)*** (9.450)*** (12.530)*** (10.740)*** 

Constant -27.570 -20.500 -4.031 -3.510 -1.008 -0.788  
(-11.780)*** (-7.620)*** (-64.400)*** (-56.730)*** (-18.110)*** (-14.080)*** 

Industry 

Dummy 

Yes Yes No No No No 

Year 

Dummy 

Yes Yes No No No No 

Observations 7,278 6,720 7,200 7,088 7,200 7,088 

Adjusted/ 

Pseudo R2 

0.476 0.476 0.268 0.219 0.103 0.075 

F 276.000 255.400 
    

χ2 
  

10,460.000 8,388.100 3,132.900 2,219.000 

Table 4.18A Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). 

The estimated regressions are based on the below specific models: Y=β0+ β1SOINO+Σ βnCONVi,t1 +ε. SOINO 

represents the spillover effects of shareholder activism from institutional shareholders only. It is a dummy variable 

taking value of “1” if at least one firm in the same industry (referring to 4 digits sic code) is targeted by 

institutional shareholder activism only at t and “0” otherwise. Y represent ESGDt1, ESGDt2, KLDSt1 KLDSt2, 

KLDCt1 and KLDCt2 respectively. CONVi,t1 represent control variables, including ROAt1,LEVt1, 

PBt1,FIRMSIZEt1, DSOCP, DENVP and DGOVP respectively. ROAt1 denotes return on assets (return on assets 

(ROA) as earnings before interest and taxes (EBIT) deflated by lagged total assets) one year after shareholder 

activism; LEVt1 denotes leverage (total of short-term and long-term interest-bearing liabilities deflated by total 

assets) one year after shareholder activism; PBt1 denotes P/B ratio (Market value of equity deflated by book value 

of equity) one year after shareholder activism;FIRMSIZEt1 denotes firm size (the natural logarithm of total assets) 

one year after shareholder activism; DSOCP denotes the dummy variable of shareholder activism on social issues 

(“1” is given to the firm-year with shareholder activism on social issues and “0”otherwise. ); DENVP denotes 

the dummy variable of shareholder activism on environmental issues (“1” is given to the firm-year with 

shareholder activism on environmental issues and “0”otherwise. ); and DGOVP denotes the dummy variable of 

shareholder activism on governance issues(“1” is given to the firm-year with shareholder activism on governance 

issues and “0”otherwise. ). i represents the company i. t1 represents one year after shareholder activism (i.e. the 

time when spillover effects happen). t2 represents two years after shareholder activism.  
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Table 4.18B Results-spillover effects from institutional shareholder activism only on financial performance  
(1) (2) (3) (4) (5) (6) (7) (8)  

TOBINSQt1 TOBINSQt2 ANNRt1 ANNRt2 ROEt1 ROEt2 REVTt1 REVTt2 

SOINO 0.131 0.060 0.011 -0.017 -0.061 -0.032 1.493 6.795  
(4.860)*** (2.030)* (1.280) (-1.170) (-1.930) (-0.920) (1.160) (1.760) 

ROAt1 8.140 6.152 0.055 -0.744 1.155 0.117 -14.610 50.650  
(58.990)*** (40.560)*** (1.060) (-8.640)*** (6.220)*** (0.570) (-1.940) (2.240)* 

LEVt1 -1.026 -0.664 -0.103 0.124 -0.130 -0.162 -11.680 -6.631  
(-15.770)*** (-9.400)*** (-4.620)*** (3.360)*** (-1.630) (-1.820) (-3.620)*** (-0.680) 

PBt1 
  

0.020 -0.014 0.028 0.057 0.568 -0.131    
(14.270)*** (-6.030)*** (5.620)*** (10.190)*** (2.820)** (-0.220) 

FIRMSIZEt1 -0.120 -0.131 -0.005 -0.064 0.022 0.024 -5.762 0.805  
(-15.360)*** (-15.300)*** (-1.840) (-14.920)*** (2.380)* (2.290)* (-15.410)*** (0.720) 

DSOCP 0.129 0.153 -0.010 0.030 0.040 0.096 3.051 -2.866  
(2.720)** (2.900)** (-0.680) (1.160) (0.720) (1.560) (1.340) (-0.420) 

DENVP 0.074 0.055 0.019 0.001 -0.141 -0.152 1.587 -6.448  
(1.060) (0.710) (0.860) (0.020) (-1.720) (-1.680) (0.480) (-0.650) 

DGOVP 0.049 0.067 -0.011 0.041 0.089 -0.087 3.675 2.520  
(1.330) (1.620) (-0.950) (2.070)* (2.080)* (-1.810) (2.120)* (0.480) 

Constant 1.347 1.929 -0.142 0.550 -0.233 -0.193 76.570 -10.170  
(5.880)*** (7.570)*** (-1.900) (4.610)*** (-0.880) (-0.640) (5.060)*** (-0.150) 

IndustryDummy Yes Yes Yes Yes Yes Yes Yes Yes 

YearDummy Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 8,752 8,677 8,733 8,494 8,763 8,444 8,912 8,894 

Adjusted R2 0.427 0.288 0.312 0.228 0.017 0.018 0.035 0.000 

F 285.000 153.700 166.300 105.600 7.475 7.309 14.610 0.917 
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Table 4.18B Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). The estimated regressions are based on the below specific 

models: Y=β0+ β1SOINO +Σ βnCONVi,t1 +ε. SOINO represents the spillover effects of shareholder activism from institutional shareholders only. It is a dummy variable 

taking value of “1” if at least one firm in the same industry (referring to 4 digits sic code) is targeted by institutional shareholder activism only at t and “0” otherwise. Y 

represent TOBINSQt1, TOBINSQt2, ANNRt1, ANNRt2 and ROEt1, ROEt2, REVTt1 and REVTt2 respectively. CONVi,t1 represent control variables, including ROAt1, 

LEVt1, PBt1,FIRMSIZEt1, DSOCP, DENVP and DGOVP respectively. ROAt1 denotes return on assets (return on assets (ROA) as earnings before interest and taxes (EBIT) 

deflated by lagged total assets) one year after shareholder activism; LEVt1 denotes leverage (total of short-term and long-term interest-bearing liabilities deflated by total 

assets) one year after shareholder activism; PBt1 denotes P/B ratio (Market value of equity deflated by book value of equity) one year after shareholder activism;FIRMSIZEt1 

denotes firm size (the natural logarithm of total assets) one year after shareholder activism; DSOCP denotes the dummy variable of shareholder activism on social issues 

(“1” is given to the firm-year with shareholder activism on social issues and “0”otherwise. ); DENVP denotes the dummy variable of shareholder activism on environmental 

issues (“1” is given to the firm-year with shareholder activism on environmental issues and “0”otherwise. ); and DGOVP denotes the dummy variable of shareholder 

activism on governance issues(“1” is given to the firm-year with shareholder activism on governance issues and “0”otherwise. ). i represents the company i. t1 represents 

one year after shareholder activism (i.e. the time when spillover effects happen). t2 represents two years after shareholder activism.  
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Table 4.19A Spillover effects from both institutional and coordinated shareholder activism on CSR disclosure level or CSP  
(1) (2) (3) (4) (5) (6)  

ESGDt1 ESGDt2 KLDSt1 KLDSt2 KLDCt1 KLDCt2 

SOINCF 0.260 0.369 -0.118 -0.101 -0.021 -0.077  
(1.050) (1.390) (-6.190)*** (-5.200)*** (-1.110) (-3.930)*** 

ROAt1 7.950 9.252 2.935 2.709 1.356 1.159  
(4.780)*** (5.350)*** (23.210)*** (21.040)*** (10.410)*** (8.860)*** 

LEVt1 -4.486 -4.851 -0.331 -0.253 0.091 0.100  
(-6.460)*** (-6.580)*** (-5.420)*** (-4.160)*** (1.600) (1.750) 

PBt1 0.373 0.381 0.014 0.010 -0.033 -0.021  
(8.690)*** (8.120)*** (4.170)*** (2.980)** (-8.570)*** (-5.820)*** 

FIRMSIZEt1 4.725 4.821 0.498 0.444 0.180 0.154  
(57.860)*** (56.110)*** (77.970)*** (68.890)*** (28.700)*** (24.080)*** 

DSOCP 2.154 2.252 0.040 0.061 0.380 0.379  
(4.650)*** (4.490)*** (1.490) (2.220)* (13.260)*** (12.710)*** 

DENVP 2.386 1.566 -0.011 -0.052 0.193 0.137  
(3.550)*** (2.200)* (-0.300) (-1.370) (5.150)*** (3.390)*** 

DGOVP 2.397 2.376 0.200 0.226 0.297 0.276  
(6.850)*** (6.300)*** (8.990)*** (9.950)*** (12.390)*** (11.180)*** 

Constant -27.160 -20.170 -4.036 -3.514 -1.014 -0.782  
(-11.620)*** (-7.520)*** (-64.410)*** (-56.740)*** (-18.220)*** (-13.990)*** 

IndustryDummy Yes Yes No No No No 

YearDummy Yes Yes No No No No 

Observations 7,278 6,720 7,200 7,088 7,200 7,088 

Adjusted/Pseudo R2 0.475 0.476 0.269 0.219 0.103 0.075 

F 275.800 255.500 
    

χ2 
  

10,493.900 8,410.400 3,129.700 2,230.200 

Table 4.19A Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). The estimated regressions are based on the below specific 

models: Y=β0+ β1SOINCF +Σ βnCONVi,t1+ε. SOINCF represents the spillover effects of shareholder activism from institutional and coordinated shareholders. It is a dummy 

variable taking value of “1” if at least one firm in the same industry (referring to 4 digits sic code) is targeted by institutional shareholder activism only at t and “0” otherwise. 

Y represent ESGDt1, ESGDt2, KLDSt1 KLDSt2, KLDCt1 and KLDCt2 respectively. CONVi,t1 represent control variables, including ROAt1, LEVt1, PBt1,FIRMSIZEt1, DSOCP, 

DENVP and DGOVP respectively. ROAt1 denotes return on assets (return on assets (ROA) as earnings before interest and taxes (EBIT) deflated by lagged total assets) one 

year after shareholder activism; LEVt1 denotes leverage (total of short-term and long-term interest-bearing liabilities deflated by total assets) one year after shareholder 

activism; PBt1 denotes P/B ratio (Market value of equity deflated by book value of equity) one year after shareholder activism;FIRMSIZEt1 denotes firm size (the natural 

logarithm of total assets) one year after shareholder activism; DSOCP denotes the dummy variable of shareholder activism on social issues (“1” is given to the last firm-year 

with shareholder activism on social issues and “0”otherwise. ); DENVP denotes the dummy variable of shareholder activism on environmental issues (“1” is given to the last 

firm-year with shareholder activism on environmental issues and “0”otherwise. ); and DGOVP denotes the dummy variable of shareholder activism on governance issues (“1” 



282 

 

is given to the last firm-year with shareholder activism on governance issues and “0”otherwise. ). i represents the company i. t1 represents one year after shareholder activism 

(i.e. the time when spillover effects happen). t2 represents two years after shareholder activism. 
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Table 4.19B Spillover effects from both institutional and coordinated shareholder activism on financial performance 

 (7) (8) (9) (10) (11) (12) (13) (14) 

 TOBINSQt1 TOBINSQt2 ANNRt1 ANNRt2 ROEt1 ROEt2 REVTt1 REVTt2 

SOINCF 0.058 0.033 0.011 0.008 0.029 0.049 8.696 6.071 

 (2.370)* (1.210) (1.410) (0.560) (1.000) (1.510) (7.480)*** (1.740) 

ROAt1 8.186 6.176 0.0623 -0.743 1.160 0.136 -10.000 54.720 

 (59.190)*** (40.650)*** (1.200) (-8.610)*** (6.230)*** (0.660) (-1.330) (2.420)* 

LEVt1 -1.018 -0.658 -0.101 0.125 -0.127 -0.156 -10.320 -5.471 

 (-15.630)*** (-9.320)*** (-4.530)*** (3.370)*** (-1.600) (-1.750) (-3.200)** (-0.560) 

PBt1   0.020 -0.014 0.028 0.056 0.492 -0.175 

   (14.200)*** (-6.060)*** (5.540)*** (10.100)*** (2.450)* (-0.290) 

FIRMSIZEt1 -0.121 -0.132 -0.005 -0.065 0.022 0.023 -5.949 0.666 

 (-15.460)*** (-15.350)*** (-1.930) (-14.920)*** (2.320)* (2.190)* (-15.920)*** (0.590) 

DSOCP 0.117 0.146 -0.013 0.028 0.031 0.083 0.844 -4.214 

 (2.440)* (2.750)** (-0.840) (1.060) (0.550) (1.320) (0.370) (-0.610) 

DENVP 0.060 0.047 0.017 0.0001 -0.143 -0.159 0.191 -7.729 

 (0.850) (0.600) (0.760) (0.000) (-1.740) (-1.740) (0.060) (-0.770) 

DGOVP 0.064 0.074 -0.010 0.038 0.078 -0.095 3.243 3.054 

 (1.760) (1.810) (-0.880) (1.930) (1.830) (-1.990)* (1.890) (0.590) 

Constant 1.431 1.975 -0.132 0.543 -0.261 -0.200 80.500 -3.539 

 (6.250)*** (7.770)*** (-1.770) (4.560)*** (-0.990) (-0.660) (5.340)*** (-0.050) 

IndustryDummy Yes Yes Yes Yes Yes Yes Yes Yes 

YearDummy Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 8,752 8,677 8,733 8,494 8,763 8,444 8,912 8,894 

Adjusted R2 0.426 0.288 0.312 0.228 0.017 0.018 0.041 -0.000 

F 283.700 153.600 166.300 105.600 7.359 7.370 16.970 0.913 

Table 4.19B Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). The estimated regressions are based on the below specific 

models: Y=β0+ β1SOINCF +Σ βnCONVi,t1+ε. SOINCF represents the spillover effects of shareholder activism from institutional and coordinated shareholders. It is a dummy 

variable taking value of “1” if at least one firm in the same industry (referring to 4 digits sic code) is targeted by institutional shareholder activism only at t and “0” otherwise. 

Y represent TOBINSQt1, TOBINSQt2, ANNRt1, ANNRt2, ROEt1, ROEt2, REVTt1 and REVTt2 respectively. CONVi,t1 represent control variables, including ROAt1,LEVt1, 

PBt1,FIRMSIZEt1, DSOCP, DENVP and DGOVP respectively. ROAt1 denotes return on assets (return on assets (ROA) as earnings before interest and taxes (EBIT) deflated 

by lagged total assets) one year after shareholder activism; LEVt1 denotes leverage (total of short-term and long-term interest-bearing liabilities deflated by total assets) one 

year after shareholder activism; PBt1 denotes P/B ratio (Market value of equity deflated by book value of equity) one year after shareholder activism;FIRMSIZEt1 denotes 

firm size (the natural logarithm of total assets) one year after shareholder activism; DSOCP denotes the dummy variable of shareholder activism on social issues (“1” is given 

to the last firm-year with shareholder activism on social issues and “0”otherwise. ); DENVP denotes the dummy variable of shareholder activism on environmental issues (“1” 

is given to the last firm-year with shareholder activism on environmental issues and “0”otherwise. ); and DGOVP denotes the dummy variable of shareholder activism on 

governance issues (“1” is given to the last firm-year with shareholder activism on governance issues and “0”otherwise. ). i represents the company i. t1 represents one year 

after shareholder activism (i.e. the time when spillover effects happen). t2 represents two years after shareholder activism. 
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Table 4.20A Results-spillover effects from coordinated shareholder activism only and CSR disclosure level or CSP 

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

 ESGDt1 ESGDt2 KLDSt1 KLDSt2 KLDCt1 KLDCt2 

SOCFO 1.819 1.367 0.019 -0.040 -0.098 -0.010 

 (1.230) (0.850) (0.170) (-0.340) (-0.860) (-0.870) 

ROAt1 7.823 9.072 3.021 2.785 1.373 1.224 

 (4.710)*** (5.260)*** (24.110)*** (21.860)*** (10.640)*** (9.460)*** 

LEVt1 -4.523 -4.900 -0.296 -0.221 0.0979 0.121 

 (-6.530)*** (-6.650)*** (-4.870)*** (-3.660)*** (1.720) (2.120)* 

PBt1 0.376 0.385 0.012 0.009 -0.034 -0.022 

 (8.770)*** (8.220)*** (3.840)*** (2.700)** (-8.650)*** (-6.030)*** 

FIRMSIZEt1 4.731 4.830 0.491 0.437 0.179 0.150 

 (58.110)*** (56.380)*** (78.270)*** (69.300)*** (28.890)*** (23.800)*** 

DSOCP 2.215 2.350 0.0159 0.0421 0.375 0.362 

 (4.820)*** (4.720)*** (0.600) (1.550) (13.220)*** (12.290)*** 

DENVP 2.445 1.635 -0.0183 -0.059 0.191 0.129 

 (3.640)*** (2.300)* (-0.510) (-1.540) (5.100)*** (3.200)** 

DGOVP 2.413 2.398 0.198 0.222 0.297 0.273 

 (6.910)*** (6.370)*** (8.920)*** (9.810)*** (12.380)*** (11.060)*** 

Constant -27.460 -20.280 -4.025 -3.502 -1.014 -0.780 

 (-11.730)*** (-7.560)*** (-64.370)*** (-56.680)*** (-18.230)*** (-13.980)*** 

IndustryDummy Yes Yes No No No No 

YearDummy Yes Yes No No No No 

Observations 7,278 6,720 7,200 7,088 7,200 7,088 

Adjusted/Pseudo R2 0.475 0.476 0.268 0.219 0.103 0.074      

F 275.800 255.400     

χ2   10,455.300 8,383.300 3,129.200 2,215.500 

Table 4.20A Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). The estimated regressions are based on the below specific 

models: Y=β0+ β1SOCFOi,t+Σ βnCONVi,t +ε.  

SOCFOi,t represents the spillover effects of shareholder activism from coordinated shareholders only. It is a dummy variable taking value of “1” if at least one firm in the 

same industry (referring to 4 digits sic code) is targeted by institutional shareholder activism only at t and “0” otherwise. Y represent ESGDt1, ESGDt2, KLDSt1 KLDSt2, 

KLDCt1 and KLDCt2 respectively.  i represents the company i. t1 represents one year after shareholder activism (i.e. the time when spillover effects happen). t2 represents 

two years after shareholder activism. CONVi,t represent control variables, including ROAt1,LEVt1, PBt1,FIRMSIZEt1, DSOCP, DENVP and DGOVP respectively. DSOCP 

denotes the dummy variable of shareholder activism on social issues (“1” is given to the firm-year with shareholder activism on social issues and “0”otherwise.), DENVP 

denotes the dummy variable of shareholder activism on environmental issues (“1” is given to the firm-year with shareholder activism on environmental issues and 

“0”otherwise. ) and DGOVP denotes the dummy variable of shareholder activism on governance issues (“1” is given to the firm-year with shareholder activism on governance 

issues and “0”otherwise. ). 
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Table 4.20B Results-spillover effects from coordinated shareholder activism only and on financial performance 

 (7) (8) (9) (10) (11) (12) (13) (14) 

 TOBINSQt1 TOBINSQt2 ANNRt1 ANNRt2 ROEt1 ROEt2 REVTt1 REVTt2 

SOCFO 0.030 -0.112 0.021 -0.022 0.043 0.042 -1.961 -4.278 

 (0.260) (-0.820) (0.480) (-0.310) (0.280) (0.250) (-0.310) (-0.220) 

ROAt1 4.936 3.739 0.057 -0.747 1.146 0.113 -14.400 51.630 

 (35.290)*** (22.270)*** (1.090) (-8.680)*** (6.170)*** (0.550) (-1.910) (2.290)* 

LEVt1 -1.780 -1.283 -0.102 0.124 -0.132 -0.163 -11.620 -6.377 

 (-29.630)*** (-17.280)*** (-4.610)*** (3.350)*** (-1.660) (-1.830) (-3.600)*** (-0.660) 

PBt1 0.184 0.128 0.020 -0.014 0.028 0.056 0.570 -0.122 

 (48.670)*** (27.860)*** (14.290)*** (-6.040)*** (5.600)*** (10.190)*** (2.830)** (-0.200) 

FIRMSIZEt1 -0.111 -0.117 -0.005 -0.064 0.022 0.024 -5.765 0.793 

 (-15.900)*** (-13.760)*** (-1.850) (-14.910)*** (2.390)* (2.290)* (-15.420)*** (0.710) 

DSOCP 0.023 0.081 -0.010 0.030 0.039 0.095 3.093 -2.660 

 (0.550) (1.590) (-0.660) (1.140) (0.690) (1.540) (1.360) (-0.390) 

DENVP 0.092 0.056 0.019 0.001 -0.138 -0.150 1.496 -6.826 

 (1.490) (0.760) (0.850) (0.030) (-1.680) (-1.660) (0.450) (-0.680) 

DGOVP 0.029 0.040 -0.010 0.039 0.080 -0.092 3.901 3.527 

 (0.890) (1.040) (-0.820) (1.960) (1.880) (-1.920) (2.260)* (0.680) 

Constant 1.598 1.735 -0.136 0.544 -0.270 -0.215 77.620 -5.406 

 (7.870)*** (7.060)*** (-1.830) (4.560)*** (-1.020) (-0.710) (5.140)*** (-0.080) 

IndustryDummy Yes Yes Yes Yes Yes Yes Yes Yes 

YearDummy Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 8,664 8,232 8,733 8,494 8,763 8,444 8,912 8,894 

Adjusted R2 0.556 0.351 0.312 0.228 0.017 0.018 0.035 -0.001 

F 452.200 186.300 166.200 105.600 7.320 7.276 14.550 0.789 

Table 4.20B Note: 

t statistics are in parentheses; ***, ** and * indicate significance at the 1, 5 and 10 percent levels (two-tailed). The estimated regressions are based on the below specific 

models: Y=β0+ β1SOCFOi,t+Σ βnCONVi,t +ε.  

SOCFOi,t represents the spillover effects of shareholder activism by coordinated shareholders only. It is a dummy variable taking value of “1” if at least one firm in the 

same industry (referring to 4 digits sic code) is targeted by institutional shareholder activism only at t and “0” otherwise. Y represent TOBINSQt1, TOBINSQt2, ANNRt1, 

ANNRt2 and ROEt1, ROEt2, REVTt1 and REVTt2 respectively.  i represents the company. t1 represents one year after shareholder activism (i.e. the time when spillover 

effects happen). t2 represents two years after shareholder activism. CONVi,t represent control variables, including ROAt1,LEVt1, PBt1,FIRMSIZEt1, DSOCP, DENVP and 

DGOVP respectively. DSOCP denotes the dummy variable of shareholder activism on social issues (“1” is given to the firm-year with shareholder activism on social issues 

and “0”otherwise.), DENVP denotes the dummy variable of shareholder activism on environmental issues (“1” is given to the firm-year with shareholder activism on 

environmental issues and “0”otherwise. ) and DGOVP denotes the dummy variable of shareholder activism on governance issues (“1” is given to the firm-year with 

shareholder activism on governance issues and “0”otherwise. ).
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4.7 CONCLUSION 

Spillover effects among peer groups are confounding and have been analysed in research across 

the fields of social science and business. Despite the increasing research into spillover effects 

in these fields, little is currently known about whether the effects of shareholder activism can 

spill over to peer firms thus influencing their performance, policies and strategies. This chapter 

fills this research gap by analysing the spillover effects of shareholder activism on corporate 

performance in peer firms, namely on CSR disclosure, CSP and financial performance. As a 

proxy of shareholder activism, shareholder proposals, a crucial governance mechanism, could 

improve CSP in peer firms. Further, it increases disclosure level in the subdimensions of CSR, 

namely social disclosure and environmental disclosure. This chapter has demonstrated that 

spillover effects have differing impacts between coordinated and institutional shareholder 

activism with roughly negative impacts from the former and positive spillover effects from the 

latter on CSR disclosure (or subdimensions) and CSP. Furthermore, the research shows mixed 

findings on whether spillover effects influence financial performance, which only partially 

confirms the research of Gillan and Starks (2000). In particular, institutional shareholder 

activism positively relates to firm value (measured by TOBINSQt1 and TOBINSQt2) and 

business growth (measured by ANNRt1 and ANNRt2) in peer firms but not to other indicators. 

It also demonstrates that collective action problem does not hinder the coordinated shareholder 

activism in increasing business growth in peer firms in the short term. The findings signal that 

peer firms are moderately motivated to implement proactive policies (e.g. increase 

environmental or social disclosure level) and improve firm performance so that they will not 

be targeted by shareholder activism in the future. 

 

The research in this chapter makes both practical and theoretical contributions to the current 

body of literature in this field. First and foremost, it highlights the importance of shareholder 
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activism in maintaining CSR transparency and in changing CSP. In this manner, the research 

fleshes out empirical evidence from prior research on shareholder activism and CSR. For 

instance, rather than examining whether shareholder activism affects CSP in peer firms, the 

chapter extends Cao et al. (2019) by investigating its impacts on CSR transparency and 

financial performance. By comparing the impacts on CSR disclosure, CSP and financial 

performance, this chapter also notes that peer firms tend to employ CSR disclosure to manage 

risks rather than to fundamentally improve CSP. Secondly, the chapter adds value to 

stakeholder salience theory and collective action theory by testing spillover effects from 

institutional and coordinated shareholder activism separately. Specifically, the chapter 

demonstrates that institutional shareholder activism shows more effectiveness in increasing 

CSR transparency in peer firms compared with coordinated shareholder activism. The 

collective action problem among coordinated shareholders could reduce the urgency of 

requests from them. In addition to Neubaum and Zahra (2006), this chapter examines whether 

impacts of salient shareholders on CSR disclosure, CSP and financial performance could spill 

over to peer firms. Differing from Cao et al.(2019), the chapter investigates whether the 

different types of filers of shareholder proposals result in different levels of peer effects. 

Thirdly, the evidence gathered also suggests that regulatory bodies should be concerned with 

the effectiveness of large shareholder activism in disciplining firm performance. For instance, 

it shows the necessity to improve the effectiveness of communication and coordination among 

shareholders by adjusting relevant regulations.  

 

While interesting, the research is limited by not considering the impact from other stakeholders 

or governance mechanisms on spillover effects. Therefore, studies in the future could explore 

how interactions among shareholders, other stakeholders and governance mechanisms affect 

spillover effects through both quantitative and qualitative research. 
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Chapter 5: Conclusion 

 

5.1 INTRODUCTION 

Increasing CSR shareholder activism has positioned CSR at the forefront of the corporate 

agenda, pressuring firms to make responses. Despite acknowledging their social responsibility, 

firms may not truly advance their social and environmental performance but instead respond 

to the requests of shareholders by manipulating CSR disclosure (Font, Walmsley, Cogotti, 

McCombes, & Häusler, 2012). Understanding corporate reactions to shareholder activism is 

meaningful for firms to implement appropriate policies and for shareholder activists to design 

targeting strategies. Motivated by the need to more comprehensively understand corporate 

responses to shareholder activism, this thesis has examined the theoretical foundations and 

empirical evidence regarding the impacts from shareholder activism on firms’ CSR activities 

and disclosure. This chapter concludes the thesis and proceeds as follows. Section 5.2 

summarises the research aims, questions and main findings of the thesis retrospectively. 

Section 5.3 discusses key contributions of this research. Finally, Section 5.4 summarises the 

limitations of this thesis and potential future research opportunities. 

 

5.2 SUMMARY OF AIMS, RESEARCH QUESTIONS AND FINDINGS  

The main aim of this thesis is to provide evidence of the influences of shareholder activism by 

different types of shareholder activists on firms’ CSR and spillover effects of such activism on 

peer firms. To achieve this aim, several research questions are addressed in Chapters 2 – 4.   

 

 



289 

 

Research Question One (Chapter 2): 

Based on prior research, what influence does shareholder activism have on corporate 

performance and disclosure? 

Chapter 2 provided a literature review of 92 papers from 2000 to 2017, using both quantitative 

and qualitative research methods, on shareholder activism.  This chapter identified the impacts 

and spillover effects of shareholder activism on firm performance in corporate governance 

(CG), corporate social responsibility (CSR) and financial performance (FP). The narrative 

literature review documents a roughly positive association between shareholder activism and 

FP or CG. However, the associations between shareholder activism and CSR can be either 

positive or negative.  

 

Additionally, relevant theories such as agency theory, stakeholder theory and stakeholder 

salience theory were also discussed. Research gaps and directions were identified. Meta-

analysis was conducted to review 55 empirical papers, including 32 papers on financial 

performance, 7 papers on CSR and 16 papers on governance performance. The analysis reveals 

the heterogeneity of outcomes regarding different themes and shareholder titles as well as 

significant impacts from shareholder activism on financial performance and CSR. Firstly, a 

significant positive association between shareholder activism and FP and a significant positive 

association between shareholder activism and CSR is found. Secondly, there is no significant 

association between shareholder activism and CG. In addition, the types of shareholder 

activists and types of activism moderate the impact of shareholder activism on FP, CSP and 

CG.  
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Chapter 2 provides answers to the research question one in five aspects. Firstly, the literature 

review indicates that shareholder activism has a significant impact on FP and CG. Secondly, 

the main types of shareholder activists include institutional shareholders, coordinated 

shareholders and minor or small shareholders. Shareholder filings (DEF14 FORM and 13D 

filings) and contest activities such as shareholder campaigns and dialogue with managers are 

the main types of shareholder activism. Thirdly, the research on spillover effects suggests broad 

impacts from shareholder activism on corporate performance. These impacts also vary with 

different types of shareholders. Fourthly, the main theories on shareholder activism discussed 

by prior literature include stakeholder theory, agency theory and stakeholder salience theory, 

which also underpin different corporate responses to shareholder activism. Specifically, agency 

theory prioritises shareholders’ interests, while stakeholder theory indicates that firms should 

not ignore the interests of other stakeholders. The two theories provide theoretical foundations 

for the impact of shareholder activism on financial performance and CSR respectively. 

Stakeholder salience theory suggests that the responses of firms to shareholders’ requests can 

vary according to the power, legitimacy and urgency of shareholders, demonstrating the need 

to examine different types of shareholders when studying shareholder activism. Finally, 

research gaps are identified, including: (1) the paucity of research regarding whether 

shareholder activism affects CSR (also its subdimensions) in peer firms; (2) the lack of research 

regarding whether institutional or coordinated shareholder activists instigate more fundamental 

changes in peer firms compared with other shareholder activists; and (3) the paucity of research 

on the interaction between shareholder activism and other corporate governance mechanisms. 

Taken together, the findings suggest the need to investigate influences of shareholder activism 

on CSR. Future research directions in the field of CSR include specific topics such as carbon 

emissions, climate change and human rights issues. In addition, the interactions between 

shareholder activism and other governance mechanisms warrant future exploration. Future 
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research may also refer to multiple theories to articulate influences of shareholder activism on 

corporate performance, policies and strategies. 

 

Research Question Two (Chapter 3): 

Does shareholder salience in shareholder activism affect firm’s social, environmental and 

governance disclosure? 

 

Chapter 3 aimed to understand the role played by shareholder salience in driving the impact of 

shareholder activism on CSR disclosure. To do so, it compared the salience of institutional 

shareholders and coordinated shareholders regarding the impact of shareholder proposals (as 

evidence of shareholder activism). A regression analysis is conducted on the association 

between shareholder proposals submitted by institutional, coordinated and other shareholders 

and social, environmental and governance disclosure based on US S&P 1,500 companies 

between 2006 and 2014 with 13,572 observations (firm-years). Several tests are undertaken. 

First, the research examined the association between the overall sample of shareholder activism 

and ESG disclosure level and its subdimensions. Next, this study divided the sample into 

shareholder proposals submitted by institutional shareholders (institutional shareholder 

activism) and coordinated shareholders (coordinated shareholder activism). Tests were then 

conducted on these sub-samples to ascertain the association between shareholder activists and 

their salience (institutional/coordinated shareholder activism) and ESG disclosure level and its 

subdimensions. Additional tests were also undertaken with alternative measures of CSR, 

including changes in ESG disclosure level (and its subdimensions) and CSP. 
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The results reveal that firms exposed to shareholder activism are likely to have lower CSR 

disclosure level than those without shareholder activism. However, this is not driven by 

shareholder salience as shareholder activism associated with institutional shareholders or 

coordinated shareholders are not associated with a firm’s CSR disclosure level. Further, firms 

subject to overall shareholder activism and institutional shareholder activism have higher CSR 

disclosure level when there is a sufficiently large board size and female directors on the board. 

Therefore, in the presence of certain corporate governance mechanisms, institutional 

shareholder activism shows advantages over coordinated shareholder activism, leading to 

corporate response in the form of more transparent CSR disclosure. However, coordinated 

shareholder activism is not associated with higher level of CSR disclosure. In addition, 

coordinated shareholder activism on social issues can even reduce the level of CSR disclosure. 

Also, certain corporate governance mechanisms namely large board size, presence of outside 

directors and presence of female directors cannot moderate the association between 

coordinated shareholder activism (on all the issues or subdimensions) and CSR disclosure (or 

subdimensions). Only the interaction between CEO incentives and coordinated shareholder 

activism on social issues positively relates to social disclosure level. The results indicate 

potential collective action problem among coordinated shareholders, notwithstanding this 

problem might be mitigated by introducing CEO incentives. 

 

Regarding changes of CSR disclosure level, firms are likely to reduce changes in CSR 

disclosure level after shareholder activism, given that the CEO incentives is linked to corporate 

long-term and short-term performance. In addition, firms reduce changes in CSR disclosure 

level after coordinated shareholder activism, given female directors on the board. These results 

also show that female directors and CEO incentives reduce the fluctuations of CSR disclosure 

level after shareholder activism. Furthermore, the additional results on CSP indicate that firms 
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improve corporate social performance (CSP) after shareholder activism, especially on 

environmental and social issues. Overall, the findings indicate that shareholder activism, 

regardless of shareholder salience, does not appear to drive CSR disclosure. However, when 

combined with certain corporate governance mechanisms, they lead to more extensive CSR 

disclosure. In addition, firms tend to stabilize disclosure level after shareholder activism to 

reduce shareholder and public scrutiny arising from more disclosure. This presents limited 

evidence to support socio-political theories that firms employ CSR disclosure as a tool to 

manage social and political pressure (Clarkson et al., 2008).  

 

Research Question Three (Chapter 4): Does shareholder activism affect social, environmental 

and governance performance and disclosure and financial performance in peer firms? 

 

Chapter 4 examined whether shareholder activism affects CSR disclosure, CSP and financial 

performance of peer firms. Based on shareholder proposals as an example of shareholder 

activism, a strong positive relationship is found between shareholder activism and social and 

environmental disclosure level in peer firms. Moreover, a weak positive relationship is found 

between shareholder activism and CSP (i.e. CSP concerns are mitigated to a greater extent than 

CSP strengths are reduced) in peer firms. Furthermore, there is a positive association between 

shareholder activism and firm value as measured by Tobin’s Q in peer firms. When divided 

into institutional and coordinated shareholders, institutional shareholder activism appears to 

have more consistent and positive impacts on CSR disclosure level, CSP and financial 

performance (Tobin’s Q) than coordinated shareholders. In contrast, coordinated shareholder 

activism is negatively associated with CSP in peer firms, and it is not significantly associated 

with CSR disclosure. Regarding financial performance, coordinated shareholder activism does 
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not relate to firm value and profitability. It is only positively associated with short-term 

business growth. Overall, the findings indicate spillover effects from shareholder activism, 

especially when driven by institutional filers, have a strong influence on peer firms to improve 

their CSR disclosure and financial performance. CSP is also changed as a result of such 

spillover effects, but the nature of the change varies according to specific performance 

dimensions (environmental, social, or governance-related). 

 

5.3 SUMMARY OF CONTRIBUTIONS 

5.3.1 Contributions to the literature 

The thesis has made six contributions to the literature.  

 

Firstly, via the narrative literature review and meta-analysis, the thesis contributes to research 

methods and research directions. Regarding research methods, the thesis utilises both narrative 

and meta-analysis methods, demonstrating a rigorous and comprehensive approach that can 

also be applied to future studies. Specifically, narrative analysis allows the understanding of 

different findings, whereas meta-analysis shows a significant association between shareholder 

activism and FP and a significant association between shareholder activism and CSR directly 

in prior literature. As the results of narrative literature review and meta-analysis have suggested 

mixed influences from shareholder activism on FP and CSR, the thesis contributes by 

indicating that further investigation on these influences is needed in the association between 

shareholder activism and FP and the association between shareholder activism and CSR. 

 

Secondly, the thesis contributes to the literature by employing the data during the recent period. 

In this manner, the results demonstrate the most recent trends of shareholder activism. In 
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addition, the influences of shareholder activism on CSR disclosure level and its spillover 

effects on FP, CSR disclosure level and CSP are closer to the real situation and relevant to 

decision making. 

 

The thesis also contributes by analysing the association between shareholder activism and CSR 

disclosure. It provides an empirical evidence to operational legitimacy theory that firms would 

do whatever they consider is essential to maintain their legitimacy and reputation (De Villiers 

& Van Staden, 2006). Specifically, both the reduced CSR disclosure and improvements of CSP 

aim at maintaining the corporate reputation and legitimacy. In this manner, the companies 

could also manage potential risks such as financial loss, fines or legal risks due to public 

scrutiny. 

 

Furthermore, the thesis provides empirical evidence regarding the different influences of 

different types of shareholder activists, and tests the relevance of stakeholder salience theory 

and collective action theory. The investigation of institutional and coordinated shareholder 

activism provides strong empirical evidence for stakeholder salience theory, indicating that 

large shareholders with unified goals are more likely to increase CSR transparency. The 

examination on coordinated shareholder activism reveals the existence of collective action 

problems predicted by collective action theory; namely, that coordinated shareholder activism 

does not increase CSR transparency but may reduce social disclosure level.  

 

Additionally, by examining whether shareholder activism influences CSR disclosure level 

given different types of corporate governance mechanisms, this thesis provides empirical 

evidence on the substitution theory and the complementary theory proposed by Dalton et al. 
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(2003). Specifically, the findings support a complementary theory whereby corporate 

governance mechanisms such as the large board size and the presence of female directors 

increase the positive influence of shareholder activism on CSR disclosure. On the other hand, 

substitution theory indicates that other corporate governance mechanisms might replace 

shareholder activism in disciplining CSR disclosure level, thereby mitigating the influence of 

shareholder activism on CSR disclosure level. The results, however, do not contribute 

empirical evidence to the substitution theory. 

 

Lastly, these findings also contribute to the literature by highlighting the influences of 

shareholder activism across different dimensions of peer firms’ behaviour, namely spillover 

effects. The findings firstly contribute by illustrating that the public accessibility of proposals 

could also influence the CSR disclosure. Secondly, the findings contribute to the literature by 

demonstrating that stakeholder salience and collective action problem could influence the 

spillover effects.  

 

5.3.2 Practical contributions 

Beyond contributions to the literature, the thesis has also made two practical contributions.  

 

The first practical contribution is that the thesis provides insights of formulating strategies for 

shareholder activists to monitor the firms. Specifically, the thesis suggests potential corporate 

responses after shareholder activism such as decreases of CSR disclosure level. However, 

shareholder activism in combination with large board size and the presence of female directors 

could roughly increase the disclosure level. Understanding the corporate responses would 

allow shareholder activists to gain experience from the evidence and initiate effective activism. 
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For instance, if they target firms for more CSR transparency, it is suggested that shareholder 

activists should account for the board size and the existence of female directors. Furthermore, 

to other stakeholders such as suppliers and customers, if they prefer to trade social responsibly, 

they might choose companies with large board size or female directors because these 

mechanisms could help companies increase their CSR transparency. In addition, the less 

effectiveness of coordinated shareholder activism in increasing CSR disclosure level indicates 

that regulatory bodies should develop regulations to facilitate the communication among 

shareholders and their coordination. Specifically, regulations to simplify the communication of 

shareholders or allow private communication without disclosure in the formal document. In 

doing so, the effectiveness of coordinated shareholder activism could be improved. 

Furthermore, the findings also contribute by advising the management to manage risks through 

CSR reporting or CSR disclosure. 

 

The second practical contribution is made by examining spillover effects from shareholder 

activism. The findings indicate that there are significant spillover effects from shareholder 

activism on peer firms. In particular, spillover effects drive them to improve social and 

environmental disclosure and financial performance. However, spillover effects on CSP are 

inconsistent across types and issues. The findings also confirm the relative effectiveness of 

institutional shareholders as filers of the proposals in driving positive changes. The 

examination of spillover effects allows shareholders to change their strategies of activism 

accordingly and understand in which areas they are most likely to receive responses from peer 

firms. For instance, since shareholder activism could also influence peer firms, shareholder 

activists should focus on targeting firms from which they might receive significant responses 

and generate significant spillover effects rather than targeting multiple firms. It will allow 

shareholder activists to initiate activism in an effective and costless manner. The findings also 
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advocate that the management should assess their strategies and make changes proactively 

referring to peer firms, even in the absence of exposure to shareholder activism. Specifically, 

the management could plan to increase CSR disclosure level or invest in CSR related projects 

thereby defending potential shareholder activism in the future. 

 

5.4 SUMMARY OF LIMITATIONS AND RESEARCH OPPORTUNITIES 

Inevitably, this thesis is subject to some limitations, noted in each chapter. Briefly, the research 

does not account for the interactions among shareholders and other stakeholder groups such as 

debtholders, customers and suppliers that can influence the impact of shareholder activism. 

Furthermore, this thesis does not examine whether shareholder activism affects the quality of 

CSR disclosure, which is another important measure of CSR. Finally, the data covers the period 

2006 - 2014, which is unavoidably subject to selection bias. Future research can explore these 

areas in more detail.  
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Appendix A  

Formulas to calculate effect size (r)47 

Converting t-value to r 

𝑟 = √
𝑡2

𝑡2 + 𝑑𝑓
 

Converting z-value to r 

𝑟 = √
𝑧2

𝑁
 

Where N is the number of observations and t is the t-value; z is the z-statistics; df is the degrees 

of freedom. For the t-value of coefficients, the degree of freedom is N, which is the number of 

estimated parameters48 in the regression models, whereas for the t-value of the difference in 

means from the two groups, the degree of freedom is N1 + N2 − 2.  N1 and N2 are the number 

of observations in the two groups. For the t-test on the sample mean of one single group, the 

degree of freedom is N-1. 

 

 

 

 

 

 

 

 

 
47 The research does not have the formula to transfer p-values into r; therefore p-values are transferred using the 

online calculator from http://cebcp.org/practical-meta-analysis-effect-size-calculator/correlation-coefficient-r/t-

test/. 
48 http://blog.minitab.com/blog/statistics-and-quality-data-analysis/what-are-degrees-of-freedom-in-statistics. 
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Appendix B 

Samples of shareholder proposals with coding 

1. Shareholder proposals classified based on sponsors (by institutional, coordinated or 

other shareholders49) 

Proposals by institutional shareholders only 

-dummy variable DSPIN taking the value of 1 

 

https://www.sec.gov/Archives/edgar/data/16160/000095014408006780/g14779ddef14a.htm#

110 

 

Proposals by coordinated shareholders only 

-dummy variable DSPCF taking the value of 1  

 
49 Including individual and anonymous shareholders 

https://www.sec.gov/Archives/edgar/data/16160/000095014408006780/g14779ddef14a.htm#110
https://www.sec.gov/Archives/edgar/data/16160/000095014408006780/g14779ddef14a.htm#110


313 

 

 

https://www.sec.gov/Archives/edgar/data/87347/000119312509051874/ddef14a.htm 

 

Proposals by institutional and coordinated shareholders 

-dummy variable DSPIN taking the value of 1  

-dummy variable DSPCF taking the value of 1 

 

https://www.sec.gov/Archives/edgar/data/87347/000119312509051874/ddef14a.htm


314 

 

 

 

https://www.sec.gov/Archives/edgar/data/1110783/000120677406002497/monsanto_nps1

.htm 

 

 

 

 

https://www.sec.gov/Archives/edgar/data/1110783/000120677406002497/monsanto_nps1.htm
https://www.sec.gov/Archives/edgar/data/1110783/000120677406002497/monsanto_nps1.htm
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Proposals by individual shareholders or anonymous shareholders  

• Individual shareholders 

 

 
 

https://www.sec.gov/Archives/edgar/data/1172139/000119312508078583/ddef14a.ht

m 

 

 

• Anonymous shareholders 

https://www.sec.gov/Archives/edgar/data/1172139/000119312508078583/ddef14a.htm
https://www.sec.gov/Archives/edgar/data/1172139/000119312508078583/ddef14a.htm
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https://www.sec.gov/Archives/edgar/data/1110783/000120677405002009/d18214_def14a.

htm 

 

2. Shareholder proposals classified based themes (social, environmental and governance 

issues or disclosure/reporting) 

Proposals by only coordinated shareholders (whether it is an individual or institutional 

shareholder activism is unknown.) on social issues 

-dummy variable DSP taking the value of 1 

-dummy variable DSPCF taking the value of 1 

https://www.sec.gov/Archives/edgar/data/1110783/000120677405002009/d18214_def14a.htm
https://www.sec.gov/Archives/edgar/data/1110783/000120677405002009/d18214_def14a.htm
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For sub dimensions: 

-dummy variable DSOCPCF taking the value of 1 

-dummy variable DSOCP taking the value of 1 

https://www.sec.gov/Archives/edgar/data/1275283/000119312512128648/d320533ddef14a.h

tm#tx301457_142 

 

 

 

 

https://www.sec.gov/Archives/edgar/data/1275283/000119312512128648/d320533ddef14a.htm#tx301457_142
https://www.sec.gov/Archives/edgar/data/1275283/000119312512128648/d320533ddef14a.htm#tx301457_142
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Proposals by only institutional shareholders on social issues 

-dummy variable DSP taking the value of 1 

-dummy variable DSPIN taking the value of 1  

For sub dimensions: 

-dummy variable DSOCPIN taking the value of 1 

-dummy variable DSOCP taking the value of 1 
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https://www.sec.gov/Archives/edgar/data/831259/000095012311041071/h79585def14a.htm 

 

Proposals by only individual shareholders or anonymous shareholders on social issues 

-dummy variable DSP taking the value of 1 

For sub dimensions: 

-dummy variable DSOCP taking the value of 1 

 

 

 

https://www.sec.gov/Archives/edgar/data/831259/000095012311041071/h79585def14a.htm
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https://www.sec.gov/Archives/edgar/data/66740/000104746913003491/a2213428zdef14a.ht

m#Proposal_4 

 

Proposals by institutional and coordinated shareholders on social issues 

-dummy variable DSPIN taking the value of 1 

-dummy variable DSPCF taking the value of 1 

 For sub dimensions: 

 -dummy variable DSOCP taking the value of 1 

-dummy variable DSOCPIN taking the value of 1 

-dummy variable DSOCPCF taking the value of 1 

 

 

https://www.sec.gov/Archives/edgar/data/66740/000104746913003491/a2213428zdef14a.htm#Proposal_4
https://www.sec.gov/Archives/edgar/data/66740/000104746913003491/a2213428zdef14a.htm#Proposal_4


322 

 

 

 

https://www.sec.gov/Archives/edgar/data/797468/000079746810000026/def14a-2010.htm 

 

Proposals by only institutional shareholders requesting social reporting/disclosure  

-dummy variable DSP taking the value of 1 

-dummy variable DSPIN taking the value of 1  

For sub dimensions: 

- dummy variable DSOCP taking the value of 1 

-dummy variable DSOCPIN taking the value of 1 

-dummy variable DDSOC taking the value of 1 

https://www.sec.gov/Archives/edgar/data/1042046/000095015206003116/l19591adef14a.ht

m#110 

 

 

 

https://www.sec.gov/Archives/edgar/data/797468/000079746810000026/def14a-2010.htm
https://www.sec.gov/Archives/edgar/data/1042046/000095015206003116/l19591adef14a.htm#110
https://www.sec.gov/Archives/edgar/data/1042046/000095015206003116/l19591adef14a.htm#110
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Proposals by only coordinated shareholders (whether it is an individual or institutional 

shareholder activism is unknown.) requesting social reporting/disclosure 

-dummy variable DSP taking the value of 1 

-dummy variable DSPCF taking the value of 1  

For sub dimensions 

- dummy variable DSOCP taking the value of 1 

-dummy variable DSOCPCF taking the value of 1 

-dummy variable DDSOC taking the value of 1 

 

 



324 

 

 

Proposals by coordinated and institutional shareholders requesting social 

reporting/disclosure 

-dummy variable DSP taking the value of 1 

-dummy variable DSPCF taking the value of 1  

-dummy variable DSPIN taking the value of 1 

For sub dimensions 

- dummy variable DSOCP taking the value of 1 

-dummy variable DSOCPIN taking the value of 1 

-dummy variable DDSOC taking the value of 1 
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https://www.sec.gov/Archives/edgar/data/1800/000104746912002768/a2207512zdef14a.htm 

 

Proposals by individual shareholders on environmental issues 

-dummy variable DSP taking the value of 1 

For sub dimensions 

-dummy variable DDENV taking the value of 1 

https://www.sec.gov/Archives/edgar/data/1800/000104746912002768/a2207512zdef14a.htm
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https://www.sec.gov/Archives/edgar/data/320193/000119312508010038/ddef14a.htm 

 

Proposals by anonymous shareholders (same coding with individual shareholders) on 

environmental issues 

https://www.sec.gov/Archives/edgar/data/320193/000119312508010038/ddef14a.htm
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-dummy variable DSP taking the value of 1 

For sub dimensions 

-dummy variable DDENV taking the value of 1 

 

 

 

https://www.sec.gov/Archives/edgar/data/1002910/000119312506054900/ddef14a.htm#tx

34958_16 

 

Proposals handed in by only institutional shareholders on environmental issues 

-dummy variable DSP taking the value of 1 

-dummy variable DSPIN taking the value of 1 

https://www.sec.gov/Archives/edgar/data/1002910/000119312506054900/ddef14a.htm#tx34958_16
https://www.sec.gov/Archives/edgar/data/1002910/000119312506054900/ddef14a.htm#tx34958_16
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For sub dimensions 

-dummy variable DENVP taking the value of 1 

-dummy variable DENVPIN taking the value of 1 
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https://www.sec.gov/Archives/edgar/data/811156/000095012311034162/k50152ddef14a.htm

#K50152123 

 

 

Proposals by only coordinated shareholders (without knowing types of shareholders such as 

institutions and individuals) on environmental issues 

-dummy variable DSP taking the value of 1 

-dummy variable DSPCF taking the value of 1 

For sub dimensions 

-dummy variable DENVP taking the value of 1 

-dummy variable DENVPCF taking the value of 1 

 

 

https://www.sec.gov/Archives/edgar/data/56873/000120677414001624/kroger_def14a.htm 

https://www.sec.gov/Archives/edgar/data/811156/000095012311034162/k50152ddef14a.htm#K50152123
https://www.sec.gov/Archives/edgar/data/811156/000095012311034162/k50152ddef14a.htm#K50152123
https://www.sec.gov/Archives/edgar/data/56873/000120677414001624/kroger_def14a.htm
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Proposals by institutional and coordinated shareholders on environmental issues 

-dummy variable DSP taking the value of 1 

-dummy variable DSPIN taking the value of 1  

- dummy variable DSPCF taking the value of 1 

For sub dimensions 

-dummy variable DENVP taking the value of 1 

-dummy variable DENVPIN taking the value of 1 

-dummy variable DENVPCF taking the value of 1 
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https://www.sec.gov/Archives/edgar/data/1070412/000119312507069648/ddef14a.htm#tx79

401_48 

 

 

Proposals by individual shareholders or anonymous shareholders requesting environmental 

disclosure/reporting 

-dummy variable DSP taking the value of 1 

For sub dimensions 

-dummy variable DDENV taking the value of 1 

 

https://www.sec.gov/Archives/edgar/data/1002910/000119312510052422/ddef14a.htm#to

c69179_19 

 

 

 

Proposals by only institutional shareholders requesting environmental disclosure/reporting 

-dummy variable DSP taking the value of 1 

https://www.sec.gov/Archives/edgar/data/1070412/000119312507069648/ddef14a.htm#tx79401_48
https://www.sec.gov/Archives/edgar/data/1070412/000119312507069648/ddef14a.htm#tx79401_48
https://www.sec.gov/Archives/edgar/data/1002910/000119312510052422/ddef14a.htm#toc69179_19
https://www.sec.gov/Archives/edgar/data/1002910/000119312510052422/ddef14a.htm#toc69179_19
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-dummy variable DSPIN taking the value of 1  

For sub dimensions 

-dummy variable DENVP taking the value of 1 

-dummy variable DENVPIN taking the value of 1 

-dummy variable DDENV taking the value of 1 

 

https://www.sec.gov/Archives/edgar/data/4281/000119312508058641/ddef14a.htm#tx22345

_11 

 

 

 

Proposals by only coordinated shareholders (whether it is an individual or institutional 

shareholder activism is unknown.) requesting environmental disclosure/reporting 

-dummy variable DSP taking the value of 1 

- dummy variable DSPCF taking the value of 1  

For sub dimensions 

-dummy variable DENVP taking the value of 1 

-dummy variable DENVPCF taking the value of 1 

-dummy variable DDENV taking the value of 1 

There is no proposal requesting environmental disclosure/reporting handed in only by 

coordinated shareholders.  

https://www.sec.gov/Archives/edgar/data/4281/000119312508058641/ddef14a.htm#tx22345_11
https://www.sec.gov/Archives/edgar/data/4281/000119312508058641/ddef14a.htm#tx22345_11
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Proposals by institutional and coordinated shareholders requesting environmental 

disclosure/reporting 

-dummy variable DSP taking the value of 1 

-dummy variable DSPIN taking the value of 1 

- dummy variable DSPCF taking the value of 1 

For sub dimensions 

-dummy variable DENVP taking the value of 1 

-dummy variable DENVPIN taking the value of 1 

-dummy variable DENVPCF taking the value of 1 

https://www.sec.gov/Archives/edgar/data/1070412/000119312507069648/ddef14a.htm#tx

79401_48 

 

 

https://www.sec.gov/Archives/edgar/data/1070412/000119312507069648/ddef14a.htm#tx79401_48
https://www.sec.gov/Archives/edgar/data/1070412/000119312507069648/ddef14a.htm#tx79401_48
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Proposals by individual shareholders on governance issues 

- dummy variable DSP taking the value of 1 

For sub dimensions 

-dummy variable DGOVP taking the value of 1 

https://www.sec.gov/Archives/edgar/data/1122304/000095012306003438/y18193dpdef14a.h

tm 

 

 

 

https://www.sec.gov/Archives/edgar/data/1122304/000095012306003438/y18193dpdef14a.htm
https://www.sec.gov/Archives/edgar/data/1122304/000095012306003438/y18193dpdef14a.htm
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Proposals by institutional shareholders on governance issues 

-dummy variable DSP taking the value of 1 

-dummy variable DSPIN taking the value of 1 

Subdimension: 

-dummy variable DGOVP taking the value of 1 

-dummy variable DGOVPIN taking the value of 1 

https://www.sec.gov/Archives/edgar/data/1090872/000120677413000480/agilent_def14a.ht

m 

 

 

 

https://www.sec.gov/Archives/edgar/data/1090872/000120677413000480/agilent_def14a.htm
https://www.sec.gov/Archives/edgar/data/1090872/000120677413000480/agilent_def14a.htm
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Proposals by both institutional and coordinated shareholders on governance issues 

-dummy variable DSP taking the value of 1 

-dummy variable DSPIN taking the value of 1 

-dummy variable DSPCF taking the value of 1 

Subdimension: 

-dummy variable DGOVP taking the value of 1 

-dummy variable DGOVPIN taking the value of 1 

-dummy variable DGOVPCF taking the value of 1 

https://www.sec.gov/Archives/edgar/data/768835/000120677414001235/biglots_def14a.ht

m 

 

 

https://www.sec.gov/Archives/edgar/data/768835/000120677414001235/biglots_def14a.htm
https://www.sec.gov/Archives/edgar/data/768835/000120677414001235/biglots_def14a.htm
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Proposals by individual shareholders requesting governance disclosure/reporting 

-dummy variable DSP taking the value of 1 

For sub dimensions 

-dummy variable DGOVP taking the value of 1 

https://www.sec.gov/Archives/edgar/data/14272/000119312508063492/ddef14a.htm#toc146

22_40 

 

 

 

https://www.sec.gov/Archives/edgar/data/14272/000119312508063492/ddef14a.htm#toc14622_40
https://www.sec.gov/Archives/edgar/data/14272/000119312508063492/ddef14a.htm#toc14622_40
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Proposals by institutional shareholders requesting governance disclosure/reporting 

-dummy variable DSP taking the value of 1 

-dummy variable DSPIN taking the value of 1 

For sub dimensions 

-dummy variable DGOVP taking the value of 1 

-dummy variable DGOVPIN taking the value of 1 

https://www.sec.gov/Archives/edgar/data/11199/000110465907022034/a07-

6113_1def14a.htm 

 

 

 

Proposals by coordinated shareholders requesting governance disclosure/reporting 

-dummy variable DSP taking the value of 1 

-dummy variable DSPCF taking the value of 1 

For sub dimensions 

https://www.sec.gov/Archives/edgar/data/11199/000110465907022034/a07-6113_1def14a.htm
https://www.sec.gov/Archives/edgar/data/11199/000110465907022034/a07-6113_1def14a.htm
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-dummy variable DGOVP taking the value of 1 

-dummy variable DGOVPCF taking the value of 1 

https://www.sec.gov/Archives/edgar/data/815097/000119312510037575/ddef14a.htm#toc83

864_13 

 

 

 

https://www.sec.gov/Archives/edgar/data/815097/000119312510037575/ddef14a.htm#toc83864_13
https://www.sec.gov/Archives/edgar/data/815097/000119312510037575/ddef14a.htm#toc83864_13
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Proposals by institutional and coordinated shareholders requesting governance 

disclosure/reporting 

-dummy variable DSP taking the value of 1 

-dummy variable DSPIN taking the value of 1 

-dummy variable DSPCF taking the value of 1 

For sub dimensions 

-dummy variable DGOVP taking the value of 1 

-dummy variable DGOVPIN taking the value of 1 

-dummy variable DGOVPCF taking the value of 1 

https://www.sec.gov/Archives/edgar/data/92230/000119312510050253/ddef14a.htm#index8

3143_19 

 

https://www.sec.gov/Archives/edgar/data/92230/000119312510050253/ddef14a.htm#index83143_19
https://www.sec.gov/Archives/edgar/data/92230/000119312510050253/ddef14a.htm#index83143_19
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Proposals on both environmental and social reporting/disclosure 

- dummy variable DSP taking the value of 1 

- dummy variable DSPIN taking the value of 1 

For sub dimensions 

-dummy variable DENVP taking the value of 1 

-dummy variable DENVPIN taking the value of 1 

-dummy variable DSOCP taking the value of 1 

-dummy variable DSOCPIN taking the value of 1 

-dummy variable DDENVP taking the value of 1 

-dummy variable DDSOCP taking the value of 1 

https://www.sec.gov/Archives/edgar/data/320193/000110465907028382/a07-

9991_1def14a.htm 

https://www.sec.gov/Archives/edgar/data/320193/000110465907028382/a07-9991_1def14a.htm
https://www.sec.gov/Archives/edgar/data/320193/000110465907028382/a07-9991_1def14a.htm
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Proposal on social, environmental and governance reporting 

- dummy variable DSP taking the value of 1 

- dummy variable DSPIN taking the value of 1  

For sub dimensions 

-dummy variable DENVP taking the value of 1 

-dummy variable DENVPIN taking the value of 1 

-dummy variable DSOCP taking the value of 1 

-dummy variable DSOCPIN taking the value of 1 

-dummy variable DDENVP taking the value of 1 

-dummy variable DDSOCP taking the value of 1 

 

https://www.sec.gov/Archives/edgar/data/884217/000104746913005807/a2214887zdef14a.ht

m#di49901_shareholder_proposal_regarding__sha03200 

 

https://www.sec.gov/Archives/edgar/data/884217/000104746913005807/a2214887zdef14a.htm#di49901_shareholder_proposal_regarding__sha03200
https://www.sec.gov/Archives/edgar/data/884217/000104746913005807/a2214887zdef14a.htm#di49901_shareholder_proposal_regarding__sha03200
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