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Mending Fences: Do Target Firms Bolster Corporate Social Responsibility after Unsuccessful Takeovers?


Abstract: Prior studies show that after unsuccessful takeover attempts, target firms improve their financial performance and corporate governance to deter raiders; however, little is known about whether they also take steps to improve non-financial measures. Using a sample of U.S. firms, we find target firms improve their corporate social responsibility (CSR) performance by approximately 4% to 5% following unsuccessful takeover attempts and show that such strategies can reduce the odds of being a target in the future. Furthermore, we show these investments in CSR are excessive and add little to firm value, suggesting that following a failed takeover bid, managers invest in CSR to protect their positions rather than to maximize shareholder value. Consistent with the role of employees and the community in deterring takeovers, our analysis shows that target managers primarily improve CSR practices directed at these two stakeholder groups. We also find enhancements to CSR activities following unsuccessful takeover attempts are more pronounced when target managers are more concerned about job security and when alternative anti-takeover tactics, such as formal anti-takeover provisions and financing and investment policies, are absent. Taken together, our findings suggest that managers of target firms deliberately engage in CSR activities to deter unwanted takeover attempts after experiencing unsuccessful takeovers.
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Mending Fences: Do Target Firms Bolster Corporate Social Responsibility after Unsuccessful Takeovers?

1 INTRODUCTION
Takeover attempts are important corporate events as they serve as ‘courts of last resort’ to discipline under-performing managers (Manne 1965), increase resource allocation efficiency, and affect a range of stakeholders. Despite their potential benefits, a McKinsey report by Bahreini et al. (2019) shows a considerable percentage of takeover attempts eventually fail.[footnoteRef:0] To the extent that unsuccessful takeovers signal management entrenchment (Jensen and Ruback 1983; Jensen and Warner 1988; Safieddine and Titman 1999), it presents an interesting and important research question of how managers of target firms react after an unsuccessful takeover. A strand of the literature shows that target managers who wish to deter takeovers are pressured to improve their firms’ financial performance and corporate governance after unsuccessful takeover attempts (Safieddine and Titman 1999; Li et al. 2022; Bugeja et al. 2024). Nonetheless, little is known about how target firms may take non-financial measures to decrease their vulnerability to future takeover threats. This study attempts to shed light on this issue by examining whether firms that have been targets of unsuccessful takeover bids change their corporate social responsibility (CSR) policies to defend against future takeover threats. [0:  In this study, uncompleted deals are regarded as failed or unsuccessful ones, regardless of reasons of termination. McKinsey (2019) reports that around 10% of announced takeovers failed. Becher et al. (2015) observe that around 14% of announced U.S. takeovers failed during 1992-2008.] 

Bloomberg reports that assets managed in environmental, social and governance (ESG) strategies reached $30 trillion in 2022 and are estimated to surpass $40 trillion by 2030.[footnoteRef:1] The Governance & Accountability Institute (2024) states that 93% of Russell 1000 companies released sustainability reports in 2023.[footnoteRef:2] Against this backdrop, a large body of literature examines the motives of CSR based on two dominant theories. While stakeholder theory contends that firms engage in CSR to signal their commitment to, and thus gain support from stakeholders, resulting in positive outcomes such as increased profits and reputational benefits for the firm (Freeman 1984; Jensen 2001), agency theory suggests that managers commit to CSR to increase personal benefits or entrench themselves at the expense of shareholders (Jensen and Meckling 1976; Cespa and Cestone 2007). While a wealth of research based on these two theories typically examines the antecedents and consequences of CSR, only a few studies examine the role of CSR in the context of mergers and acquisitions (M&A). Focusing on the acquirer side, Deng et al. (2013) show that CSR helps acquirers to signal a reputation for stakeholder engagement, which can help to achieve better acquisition outcomes. In a similar vein, M&A transactions involving targets with strong CSR credentials can create value for acquirers as stakeholders of those target firms are more likely to trust and cooperate with acquirers (Tong et al. 2020). While these studies collectively suggest that strong CSR practices signal stakeholder engagement and facilitate successful takeovers, a strand of the literature shows that managers of target firms engage in CSR to mobilize stakeholders to fend off takeovers (e.g., Pagano and Volpin 2005; Cespa and Cestone 2007; Tsang et al. 2024), providing support for the agency theory viewpoint. An unexamined question is whether and how targets change their CSR policies in response to disciplinary pressure after unsuccessful takeover attempts. This study attempts to fill in this gap and advance our understanding of the role of CSR in the M&A process. [1:  https://www.bloomberg.com/professional/insights/sustainable-finance/esg-aum-set-to-top-40-trillion-by-2030-anchor-capital-markets/]  [2: https://www.ga-institute.com/research/ga-research-directory/sustainability-reporting-trends/2024-sustainability-reporting-in-focus/] 

We posit that following unsuccessful takeover attempts, managers of target firms could have two distinct incentives to improve CSR. First, better CSR practices could lead to superior financial performance (Freeman 1984; Jensen 2001; Flammer 2015), thereby enhancing shareholder value, and satisfied shareholders are less likely to relinquish corporate control. This value creation hypothesis is similar to Tsang et al.’s (2024) hypothesis in the takeover threat setting. Separately, agency theory suggests that self-serving managers may engage in CSR activities as a way to insulate themselves from takeovers. This is either because stakeholders who are treated well can be mobilized to oppose takeovers (e.g., Pagano and Volpin 2005; Cespa and Cestone 2007; Tian and Wang 2021) or because CSR increases stakeholders’ expectations, thereby making it more costly for acquirers to acquire their targets (the managerial entrenchment hypothesis). On the other hand, CSR entails non-trivial costs, which can reduce profitability (Caskey and Ozel 2017; Liu et al. 2021) and lower the company’s stock price. Following this line of reasoning, the myopia hypothesis (Stein 1988) predicts that managers of target firms who want to fend off future takeovers after an unsuccessful takeover attempt may opt to improve short-term profits by reducing CSR investments. Therefore, it is an unresolved empirical question as to whether and how CSR activities change subsequent to unsuccessful takeovers. 
To examine this question, we use a sample of 18,094 U.S. firm-year observations over the period 1995–2019. Focusing on firms that were targets of unsuccessful takeovers, our primary findings indicate that target firms improve their CSR performance by approximately 4% to 5% after an unsuccessful takeover attempt, supporting either the value creation or the managerial entrenchment hypothesis. We also find that improvements in CSR performance following an unsuccessful takeover attempt significantly reduces the likelihood the firm will become a takeover target again, underscoring the strategic role of CSR in deterring potential acquirers. 
We also investigate which of these hypotheses, value creation or managerial entrenchment, explains the improvement in CSR performance after unsuccessful takeover attempts. Inconsistent with the value creation hypothesis, our analysis reveals an insignificant relationship between firm value and CSR investment after unsuccessful takeover attempts, reflecting managerial efforts to entrench themselves, rather than maximize shareholder value. Indeed, we do observe an excessive level of CSR activities after unsuccessful takeover attempts, providing corroborating evidence that the improvement in CSR performance is more aligned with the managerial entrenchment hypothesis. 
When decomposing our overall CSR performance measure into various dimensions, we find that our main results are driven by CSR investments related to stakeholders, specifically employees and the community. This is consistent with the manager-stakeholder alliance view that target firm managers attempt to align their interests with those of other stakeholders to defend against potential takeovers (e.g., Pagano and Volpin 2005; Cespa and Cestone 2007; Tian and Wang 2021). We find the parallel trends assumption is not violated in our analysis (Bertrand and Mullainathan 2003) as CSR performance significantly increases only after an unsuccessful takeover event. In addition, our results remain robust to alternative samples, alternative DiD design, and alternative measures of CSR performance. 
We also conduct several cross-sectional analyses based on CEOs’ incentives and existing anti-takeover tactics to expand on our main conclusions. We find the effect of failed takeovers on CSR performance is more pronounced when CEOs face greater job security pressure (i.e., when the takeover is more hostile, and when the CEO enjoys perks), providing additional support to the entrenchment hypothesis. In contrast, the effect of failed takeovers on CSR performance diminishes when firms have alternative anti-takeover mechanisms in place, such as anti-takeover provisions, voting restrictions, and financing and investment policies (i.e., increases in leverage and capital expenditures), suggesting that CSR activities substitute for alternative takeover mechanisms to insulate against takeovers. 
We also investigate whether firms that experience unsuccessful takeovers are more likely to enhance disclosure quality to reflect their increased CSR performance. To examine the impact of unsuccessful takeovers on ESG disclosure, we use Bloomberg’s overall ESG disclosure score and its granular scores for each ESG pillar as proxies for ESG disclosure quality. Consistent with our main findings, we find that firms with unsuccessful takeovers tend to disclose higher-quality ESG reports. Moreover, we observe that the overall increase in ESG disclosure quality following an unsuccessful takeover is primarily driven by improvements in social disclosure.
Our study makes a number of contributions to the literature. First, we contribute to the literature on unsuccessful takeovers. While most studies focus on completed M&A deals, relatively few examine the reasons behind unsuccessful M&A attempts (Muehlfeld et al. 2012; Becher et al. 2015; Xing and Yi 2024) or their consequences (Safieddine and Titman 1999). Prior research explores how target firms adjust their financial performance and corporate governance to avoid post-failure discipline (Safieddine and Titman 1999; Li et al. 2022; Bugeja et al. 2024). In contrast, our study investigates whether target firms respond to unsuccessful takeovers by enhancing CSR performance. By doing so, we expand the understanding of target firm managers’ strategic responses following failed takeover attempts. Furthermore, our study is the first to examine the interplay between various defensive strategies. Specifically, to the best of our knowledge, the relationship between CSR-based strategies and other managerial tactics aimed at deterring future acquisitions such as increasing leverage and capital expenditures remains underexplored. Our study helps to fill this gap in the literature by showing a substituting relationship between CSR-based strategies and other anti-takeover mechanisms, such as anti-takeover provisions, voting restrictions and financing and investment policies.
Second, our study adds to the literature on CSR. Because of its importance, a vast body of research has examined the determinants and consequences of CSR; however, relatively few studies examine the role of CSR in the M&A process. While several show that CSR facilitates successful M&A by signaling the quality of stakeholder relationships (Deng et al. 2013; Tong et al. 2020), our study shows that managers of target firms can use CSR to entrench themselves after unsuccessful takeover attempts. As such, our study adds to the literature on CSR and M&A by highlighting the agency motive. Our study also holds important and useful implications for practitioners. Unsuccessful takeovers alert corporate directors and others that managers could be more effective in improving firm value. One way to improve financial performance is to garner stakeholder support, which could be done by engaging in CSR. However, our findings show that managers of target firms engage in CSR to entrench themselves at the expense of shareholders, suggesting that monitoring parties should be cautious about making value-destroying CSR investments after unsuccessful M&A attempts. 
Lastly, a recent study by Tsang et al. (2024) also finds that potential M&A targets improve CSR performance to deter hostile takeovers by increasing shareholder value. Our study differs from Tsang et al. (2024) in two ways. First, while Tsang et al. (2024) employ industry-level takeover events to capture firm-level takeover threats, our study focuses on an individual firm’s unsuccessful takeover experience, providing a better identification strategy as peer firms’ takeover events do not necessarily increase a focal firm’s takeover threat. Second, while Tsang et al. (2024) show that target firm managers engage in CSR activities to increase shareholder value, which helps to fend off takeovers, within our sample of unsuccessful takeovers we find that target firms invest in CSR primarily to entrench themselves without creating value for shareholders.
The remainder of this study is organized as follows. Section 2 reviews the literature and develops our hypothesis. Section 3 outlines the research design and sample selection. Section 4 presents our empirical results, and Section 5 concludes.

2 LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT
2.1 Target Firms’ Responses to Unsuccessful Takeovers 
Takeovers are an important market mechanism to discipline under-performing managers. While the majority of the extant literature examines successful M&A deals, a considerable percentage of takeover attempts eventually fail (Bahreini et al. 2019; Becher et al. 2015; Xing and Yi 2024). As such, examining firms’ behaviors after unsuccessful acquisition attempts is critical to fully understand the impact of corporate takeovers. Consistent with the notion that unsuccessful takeovers signal management entrenchment (Jensen and Ruback 1983; Jensen and Warner 1988; Safieddine and Titman 1999), several prior studies show increased managerial turnover after unsuccessful takeover attempts (Denis and Serrano 1996; Franks and Mayer 1996; Safieddine and Titman 1999). To avoid being disciplined by the market through additional takeover attempts, target firms may adjust their policies to boost their stock prices, thus deterring would-be acquirers by increasing the cost of their targets (Safieddine and Titman 1999). Consistent with the disciplinary effect of unsuccessful takeovers, a strand of the literature shows that targets’ corporate governance practices change following unsuccessful takeovers, as evidenced by an increased debt ratio (Safieddine and Titman 1999), improvement in board effectiveness (Bugeja et al. 2024), and heightened pay-for-performance sensitivity (Li et al. 2022). While prior studies show that target firms respond to unsuccessful takeover attempts by adopting a variety of financial policies, little is known about whether and how firms change their non-financial CSR policies in response to the disciplinary threats created by unsuccessful takeovers. 
2.2 Hypothesis Development 
CSR is a multi-faceted concept that can have profound impacts on a firm’s operations. CSR activities can be used to develop relationships with both internal and external stakeholders (Surroca et al. 2010). As a result, to the extent that CSR reflects the quality of stakeholder relationships (Waddock and Graves 1997), it can be viewed as a type of long-term investment that can increase firm value by gaining support from and signaling firms’ commitment to various stakeholders (e.g., Freeman 1984; Jensen 2001). On the other hand, agency theory suggests that managers commit to CSR activities to increase their private benefits or entrench themselves at their shareholders’ expense (Jensen and Meckling 1976; Cespa and Cestone 2007). Given these competing arguments, target firms’ incentives to engage in CSR investments after unsuccessful takeover attempts are ex ante unclear. 
The stakeholder perspective of CSR suggests that managers of target firms may commit to CSR as a strategy to deter takeovers based on two distinct motives. The first is to increase firm value by engaging in CSR to fend off a takeover. Prior studies show that target firms have strong incentives to improve performance to deter takeovers, as better performance should boost the stock price, thereby increasing the costs of acquiring the firm (Safieddine and Titman 1999; Li et al. 2022; Bugeja et al. 2024). Because CSR performance may lead to superior financial performance and enhanced shareholder value (Freeman 1984; Jensen 2001; Flammer 2015), managers of target firms may also engage in CSR to convince shareholders not to relinquish corporate control (value creation hypothesis). 
Agency theory, however, suggests that self-serving managers may engage in CSR as a way to insulate themselves from takeovers without creating firm value. To the extent that acquirers have a strong incentive to increase their own value by transferring wealth from target firms’ stakeholders (Shleifer and Summers 1988), those stakeholders, including suppliers, customers (Cremers et al. 2008), the community (Cespa and Cestone 2007), and employees (Kim 2009; Tian and Wang 2021), are likely worried about the potential acquisition. Indeed, stakeholders can also exert their influence to sabotage M&A activity. For example, employees and affected communities may petition to fend off takeovers (Cespa and Cestone 2007; Kim 2009; Tian and Wang 2021). Additionally, a deal is more likely to be terminated if it is perceived negatively by the media (Liu and McConnell 2013) and security analysts (Becher et al. 2015). Therefore, we conjecture that entrenched managers, in seeking other stakeholders’ (aside from shareholders) support to fend off takeovers, may enhance these stakeholders’ benefits by utilizing CSR investments as an effective instrument, for the following two reasons. First, investments in CSR can create manager-stakeholder alliances that can effectively deter takeovers. By treating stakeholders better, target managers can align their interests with those of other stakeholders, creating alliances against takeovers given that acquirers may default on a firm’s implicit contracts with stakeholders (Shleifer and Summers 1988).[footnoteRef:3] Second, strong CSR increases stakeholders’ expectations and therefore increases post-acquisition restructuring costs for the acquirer, which usually involves downsizing and layoffs. Because stakeholders in target firms with strong CSR performance tend to have high expectations, acquirers need to spend more to uphold implicit contracts with them or avoid renegotiating existing terms during the post-merger period. Thus, after estimating the costs of post-merger integration, acquirers are less willing to acquire target firms with strong CSR performance. We refer to this as the managerial entrenchment hypothesis. Similar to the value creation hypothesis, the managerial entrenchment hypothesis predicts enhanced CSR performance following an unsuccessful takeover bid. [3:  Supporting this notion, the employee-manager alliance literature shows that employees who are treated well by the managers take several measures to fend off takeovers (e.g., Pagano and Volpin 2005; Atanassov and Kim 2009; Khurana and Zhong 2023).] 

On the other hand, it is also possible that after an unsuccessful takeover attempt a target firm may invest less in CSR. CSR investments, similar to R&D investments, may help firms to sustain long-term competitiveness but often involve a sacrifice in terms of short-term financial performance (e.g., McWilliams et al. 2006). CSR investments entail non-trivial costs, which can lower near-term profits (Caskey and Ozel 2017; Liu et al. 2021) and thus negatively affect the firm’s stock price. In this case, we predict that managers of target firms who seek to fend off future takeover bids after an unsuccessful attempt may opt to improve profits in the short-run by reducing CSR investments (the myopia hypothesis (Stein 1988)). Because of these competing arguments, we state our research hypothesis in a null form as follows:
Hypothesis: Target firms do not change CSR performance after unsuccessful takeovers.

[bookmark: _top]3 SAMPLE AND DATA 
3.1 Sample Construction
We construct our sample by first merging data from the following databases: (1) the MSCI Kinder, Lydenberg, and Domini (KLD) dataset, which provides firm-level information on CSR performance, (2) the Securities Data Company (SDC) U.S. M&A Database to identify unsuccessful takeover bids, (3) the Execucomp database to obtain information on executive compensation and board composition, and (4) COMPUSTAT for financial information. The sample period spans from 1995 to 2019, capturing over two decades of M&A activity and CSR performance. Panel A of Table 1 outlines the sample selection procedure. We begin with 69,780 firm-year observations obtained by merging the four databases. We then apply a series of filters. First, we exclude 18,878 observations with missing firm characteristics and accounting information. Second, we delete 13,236 observations with missing board characteristics. Then we drop 13,789 observations with missing CEO incentive schemes. We also exclude 1,012 observations with missing other control variables required for our empirical analysis. Next, we remove 4,861 observations where the deal value is less than US$1 million, as these deals are insignificant (Bena and Li 2014). After applying these criteria, our final sample consists of 18,094 firm-years. Following the literature, transactions not labeled as “completed” in the SDC database during our sample period deem to be unsuccessful. Cases in which a firm receives or rejects multiple takeover offers in one year are considered a single takeover attempt (Li et al. 2022). 
Among the 18,094 firm-years, we identify 369 firms that experienced at least one unsuccessful takeover bid during our sample period (the treatment group). The post-bid period for these firms contains 1,566 firm-years (subsample A). The number of firm-years for the treatment group during the pre-bid period is 2,331, corresponding to 391 firms that were unsuccessfully targeted (subsample B),[footnoteRef:4] and 528 target firms corresponding to 4,584 firm-years, that were successfully acquired during the sample period (subsample C). A total of 1,048 firms, corresponding to 9,613 firm-years, were never targeted during our sample period (subsample D). Panel B of Table 1 presents the yearly distribution of the sample. We observe an overall upward trend in the number of unsuccessful takeovers during our sample period.  [4:  The number of treatment firms differs between subsample A and subsample B because some unsuccessful deals in later years have pre-bid period observations but lack sufficient post-bid period data to be included in our sample.] 

[INSERT TABLE 1 HERE]
3.2 Research Design
To examine the effect of unsuccessful takeover on firm's CSR performance, we employ a staggered Difference-in-Difference (DiD) research design (Bertrand and Mullainathan 2003; Bertrand et al. 2004) as specified in Eq. (1):
CSRit+1 = β0 +β1FAILMAit + ∑Controlsit + Firm & Year Fixed Effects + ϵ		(1)
whereas FAILMA is defined as an indicator variable that equals one if a firm received a takeover bid in year t but the deal was not completed during the sample period, and zero otherwise. Based on the description in Section 3.1, all of the firms in subsample A are classified as treatment firms after unsuccessful takeovers (FAILMA=1). All of the firms in subsample B are treatment firms prior to receiving an unsuccessful takeover bid, and thus FAILMA=0. The control group consists of target firms that are successfully acquired during the sample period (subsample C) as well as firms that are not targeted during our sample period (subsample D). The variable FAILMA thus captures the difference in target firms’ behavior between the pre- and post-bid periods, compared with that of control firms. A significantly positive (negative) coefficient suggests that target firms improve (decrease) CSR performance after unsuccessful takeover bids.
3.3. Variable measurement
Our key variable, CSR performance, is constructed based on the KLD database from MSCI. The KLD database provides comprehensive data on firm-level CSR ratings along several dimensions that each consist of several sub-dimensions. For example, the community dimension consists of ten sub-dimensions. Among these, six are positive attributes (charitable giving, innovative giving, non-US charitable giving, support for housing, support for education, and other strengths), while four are negative (investment controversies, community impact, tax disputes, and other concerns). Each sub-dimension receives a score of one for “Strengths (positive ratings)” or “Concerns (negative ratings)” if the firm performs well or poorly in a particular area. Following the existing literature (e.g., Kim et al. 2014; Ng and Rezaee 2015; Jain et al. 2016; Chen et al. 2020), we utilize the ratings for the following five dimensions to measure CSR performance: (1) community, (2) workforce diversity, (3) employee relations, (4) environment impact, and (5) product quality.[footnoteRef:5] These five dimensions comprise 53 different sub-dimensions (29 strengths and 24 concerns).[footnoteRef:6]  [5:  The KLD full dataset includes seven dimensions, but we exclude two dimensions (corporate governance and human rights) in our setting. We exclude the corporate governance dimension because the scope of corporate governance in KLD is quite different from that of conventional corporate governance in finance (Harjoto and Jo 2011). We exclude the human rights dimension because most of the categories it includes (e.g., indigenous people relations) are only applicable to small number of sample firms that operate overseas or have overseas suppliers and thus lack variation (Chen et al. 2020).]  [6:  We exclude two sub-dimensions from our analysis: "volunteer programs" within the community dimension, available only until 2005, and "management systems" within the environmental impact dimension, available only until 2006.] 

We employ two commonly used methods to transform the raw CSR ratings. The first measure, CSR1, is defined as the total strengths score minus the total concerns score across the five dimensions (i.e., 53 sub-dimensions) (Tang et al. 2015; Hubbard et al. 2017; Chen et al. 2020). The second measure, CSR2, which is defined based on adjusted scores (Deng et al. 2013), is the sum of the net scores of each CSR dimension for each year. The net score of a particular dimension is calculated as the difference between the adjusted strength and concern scores, where the adjusted strength (concern) score is the raw strength (concern) score divided by the number of items comprising the strength (concern) for a particular dimension.
We include a set of firm characteristics and accounting information in the model to control for factors that may influence CSR performance. First, large (SIZE) and profitable (ROA) firms, firms with high growth potential (Q) and low leverage (LEV) are likely to commit to better CSR practices because they have sufficient financial resources (Campbell 2007). Second, we control for R&D investments (RD), advertising expenses (ADV), capital expenditures (CAPX), and dividends (DIV), as CSR investment levels are influenced by these expenditures (McWilliams and Siegel 2000). Third, we control for CEO incentive schemes such as stock options (OPTION), salary (SALARY), and bonus (BONUS) that are a part of total compensation, as they each provide different incentives. While a high potential bonus encourages CEOs to inflate short-term performance by curtailing CSR projects (McGuire et al. 2003), stock options are designed to provide long-term incentives that are likely to benefit from CSR investment (Zhao et al. 2021). Additionally, a high salary indicates a CEO’s human capital is substantial; thus, he or she may be less willing to take risks by engaging in CSR activities (Zhao et al. 2021). We control for board characteristics, including board size (BSIZE) and gender diversity (GENDER), as larger and more diverse boards may offer stronger oversight and a wider range of expertise that can produce more comprehensive discussions on CSR-related issues (Harjoto and Jo 2011). We also control for the overall corporate governance rating (GOV) as well-governed firms are more likely to behave responsibly than those with poor corporate governance (Lys et al. 2015; Naughton et al. 2019). Fourth, in addition to firm-level characteristics, we include the degree of competition in a firm’s industry in the model, measured by the Herfindahl index (HHI), as strong competition is likely to force a firm to reduce CSR investment (Zhao et al. 2021). Finally, we include year and firm fixed effects to control for time-invariant heterogeneity across firms and firm-level factors that do not vary across years. All the continuous variables are winsorized at the top and bottom 1%. We provide more detailed definitions for all variables in Appendix 1.

4 EMPIRICAL RESULTS
4.1 Descriptive Statistics
Table 2 presents descriptive statistics for our sample. The mean value of FAILMA is 0.086, indicating that approximately 8.6% of firm-years in our sample have experienced an unsuccessful takeover attempt. The mean values of CSR1 and CSR2 are 0.263 and 0.456, respectively, and their standard deviations are 2.059 and 0.875, respectively, indicating large variations in CSR performance in our sample firms. The average firm size (SIZE) is 8.128, corresponding to around US$3,388 million in total assets. On average, our sample firms are profitable, with a mean value for return on assets (ROA) of 0.087. The average Tobin's Q (Q) of 1.308 is comparable to that of prior studies (e.g., Zhao et al. 2021). 
[INSERT TABLE 2 HERE]
4.2 Baseline Results
Our main results of testing the effect of unsuccessful takeovers on target firms’ subsequent CSR performance are reported in Table 3. Columns (1) and (2) display the OLS regression results using CSR1 and CSR2 as dependent variables, respectively. The coefficients on FAILMA in columns (1) and (2) are 0.013 (t-value = 5.92) and 0.019 (t-value = 7.56), respectively. Both are statistically significant at the 1% level. The findings are economically meaningful as well. Target firms improve CSR performance by approximately 4.9% (= 0.013/0.263) after an unsuccessful takeover when CSR performance is measured using CSR1, and by about 4.1% (= 0.019/0.456) when measured using CSR2. The results indicate that managers of target firms that recently experienced an unsuccessful takeover bid significantly enhance CSR performance. The coefficients on the control variables are generally consistent with those reported by prior studies (e.g., Jo and Harjoto 2012; Zhao et al. 2021). For example, larger firms, firms with higher growth potential, and those with higher corporate governance ratings tend to have better CSR performance.
[INSERT TABLE 3 HERE]
 Our DiD research design assumes that, in the absence of an unsuccessful takeover attempt, the average change in CSR performance would have been the same for both treatment and control groups (i.e., the parallel trends assumption). We test the validity of the parallel trends assumption and report the results in Panel B (Bertrand and Mullainathan 2003; Atanasov and Black 2016). Specifically, we replace the variable FAILMA in Eq. (1) with six time-specific indicators representing the years surrounding unsuccessful takeover: FAILMA_3, FAILMA_2, FAILMA0, FAILMA1, FAILMA2, and FAILMA3. These indicators denote time periods relative to the year of the failed takeover bid (year t). Specifically, FAILMA_3 and FAILMA_2 represent the third and all the preceding years and the second year prior to the failed takeover, respectively, and FAILMA0, FAILMA1, FAILMA2, and FAILMA3 correspond to the event year itself, and the first year, the second year, and the third and all the following years after the failed takeover. Each of these indicators takes a value of one if a firm is in the treatment group during the corresponding year, and zero otherwise. The event-time estimate for t-1 serves as a baseline and is not included in the estimation (Kraft et al. 2018). 
The results of the parallel trend analysis are presented in Panel B, Table 3. The coefficients on FAILMA_3 and FAILMA_2 are statistically insignificant in both columns, suggesting no pre-existing difference in CSR performance between treatment and control groups prior to the event. In comparison, the coefficients on FAILMA0, FAILMA1, FAILMA2, and FAILMA3 are significantly positive in both columns, revealing that after unsuccessful takeover bids, the treatment firms enhance CSR performance to a larger extent than the control firms. Overall, the results in Table 3 indicate that target firms significantly improve CSR performance following unsuccessful takeover attempts. The parallel trend analysis reinforces the causal interpretation of our baseline results.
4.3 CSR performance and probability of being a future target 
In this section, we examine whether the CSR strategy adopted by target firms following an unsuccessful takeover bid reduces their likelihood of being targeted in the future. CSR activities can foster stronger relationships with stakeholders, and potential acquirers may expect substantial costs if they attempt to breach or renegotiate these implicit contracts with stakeholders by reducing existing CSR commitments (Shleifer and Summers 1988). Anticipating these potential integration costs, acquirers are less likely to pursue firms with high CSR performance. Therefore, we predict that enhanced CSR performance following an unsuccessful takeover attempt can decrease a firm’s probability of receiving a takeover bid in the future. To empirically test this, we construct an indicator variable, MA_POST, which equals one if a firm receives one or more takeover bids during our sample period subsequent to an unsuccessful takeover attempt, and zero otherwise, and use this as a dependent variable. We estimate a probit regression using the sample of firms that experienced unsuccessful takeovers (subsample A). The results are reported in Table 4. The coefficients on both CSR1 and CSR2 are significantly negative, supporting our conjecture that enhanced CSR performance following an unsuccessful takeover significantly lowers the firm's probability of becoming a target in the future. These results also suggest that target firm managers use CSR investments as an effective anti-takeover tactic. However, it remains unclear whether this behavior is driven by value creation or managerial entrenchment incentives. In the next section, we conduct further analysis to distinguish between these two explanations.
[INSERT TABLE 4 HERE]
4.4 Disentangle value creation and managerial entrenchment hypotheses
As discussed in Section 2, both the value creation hypothesis and managerial entrenchment hypothesis predict enhanced CSR performance following an unsuccessful takeover. In this section, we attempt to empirically identify which of these two hypotheses is most valid. While managerial entrenchment behavior is not directly observable, we follow Safieddine and Titman (1999) and examine whether enhanced CSR performance after an unsuccessful takeover leads to an increase in firm value. To test this, we regress Tobin’s Q in the year after an unsuccessful takeover on CSR performance and report the results in Panel A of Table 5. The coefficients on CSR1×FAILMA and CSR2×FAILMA are not significantly different from zero, indicating that improvements in CSR performance after an unsuccessful takeover attempt do not create value for shareholders. Moreover, the coefficient on FAILMA is significantly negative in both columns, suggesting that blocking a takeover attempt destroys firm value. 
[INSERT TABLE 5 HERE]
Our second approach to differentiate between value creation and managerial entrenchment arguments examines whether an increase in CSR engagement after an unsuccessful takeover bid is likely to be greater than the optimal level of CSR investments (Lys et al. 2015; Naughton et al. 2019; Bu et al. 2021; Zhou 2022). Prior research suggests CEOs may overcommit to CSR activities to enhance their personal reputation, social status, or preserve their legacies (Barnea and Rubin 2010; Chin et al. 2013), or to defend against the threat of being replaced (Harjoto and Jo 2011). Thus, we explore whether managers of target firms overcommit to CSR activities following unsuccessful takeover attempts. To measure excessive CSR investment, we follow Bu et al. (2021) and use the difference between the actual and normal (or expected) level of CSR performance. The expected level of CSR performance is estimated by the likelihood of experiencing an unsuccessful takeover and a set of firm characteristics, including firm size (SIZE), cash holdings (CASH), cash flow from operations (CFO), advertising expenditures (ADV), R&D expenditures (RD), growth potential (Q), profit margin (PM), asset turnover (AT), leverage (LEV), litigation risk (LITI), and overall corporate governance rating (GOV) (Lys et al. 2015; Naughton et al. 2019). We also control for industry and year fixed effects (all variables are defined in detail in Appendix 1). The results of estimating expected CSR performance using this model are reported in Appendix 2. The residuals from the regression capture the excessive (abnormal) level of CSR engagement, labelled as CSR1_RES and CSR2_RES.
Then, we re-estimate our main model, Eq. (1), with CSR1_RES and CSR2_RES as dependent variables to examine the effect of unsuccessful takeover on the excess (abnormal) level of CSR. The results are presented in Panel B of Table 5. In columns (1) and (2), the coefficients on FAILMA are positive and statistically significant at the 1% level, suggesting that target managers tend to engage in excessive CSR activities following an unsuccessful takeover attempt. The results add further evidence to the managerial entrenchment argument that the increase in CSR activities after a failed takeover is likely driven by target managers’ opportunistic behavior, rather than by value-enhancing motives.
Taken together, the results in Tables 4 and 5 suggest that target managers engage in CSR activities after an unsuccessful takeover attempt as a strategy to deter future takeover attempts to keep their jobs (managerial entrenchment hypothesis) rather than to maximize firm value.
4.5. Cross-sectional Analyses
In this section, we further validate our main finding in support of the managerial entrenchment hypothesis by conducting cross-sectional tests. Specifically, we examine how the positive effect of unsuccessful takeovers on CSR performance varies with the likelihood that target firm managers are at risk of losing their jobs. Additionally, we explore the interplay between target managers’ various anti-takeover tactics, focusing on the relationship between CSR policies and financial policies.
4.5.1 Target managers’ job loss severity
Focusing on the managerial entrenchment hypothesis, our first cross-sectional analyses investigate the role of target managers’ incentives in the relationship between unsuccessful takeover attempts and CSR performance. Based on the managerial entrenchment hypothesis, we expect that CEOs of target firms at a high risk of job loss have stronger incentives to entrench themselves by improving CSR performance, using it as a defense against future takeover attempts. We capture job loss severity using the following two variables: (1) HOSTILE: whether the unsuccessful takeover was hostile, as post-bid CEO turnover is significantly higher in hostile takeovers (Franks and Mayer 1996), and (2) PERKS: the perks CEOs of target firms receive because perks increase CEOs’ incentives to keep their current positions (Hsu et al. 2024). HOSTILE is an indicator variable that takes a value of one if the takeover bid is classified as hostile by SDC, and zero if the takeover is a friendly or neutral one. PERKS is calculated as the sum of the binary variables indicating whether the firm provides the CEO with (a) use of a corporate aircraft, (b) life insurance, (c) post-retirement consultancy fees, (d) post-retirement benefits, and (e) pension guarantees. By construction, this index ranges from zero to five. We then re-estimate Eq. (1) after adding and interacting both variables with FAILMA.
The results are reported in Panel A of Table 6.[footnoteRef:7] The coefficient on FAILMA remains significantly positive across all columns and the coefficients on the interaction terms, HOSTILE× FAILMA and PERKS×FAILMA are significantly positive as well. These findings support our conjecture that the impact of unsuccessful takeovers on CSR performance is amplified when target managers face greater job security concerns, prompting them to employ CSR to a larger extent as a strategic tool to protect their positions and fend off future takeover attempts. [7:  The sample size varies across different cross-sectional tests due to data availability for the cross-sectional variables.] 

[INSERT TABLE 6 HERE]
4.5.2 Supplement or substitute other anti-takeover tactics
In practice, target firms’ managers or shareholders can employ a variety of anti-takeover strategies (Straska and Waller 2014). Our second set of cross-sectional analyses investigates whether the presence of alternative anti-takeover tactics reduces target managers’ need to use CSR as an anti-takeover strategy. If this is the case, we anticipate the relationship between unsuccessful takeover attempts and CSR performance to weaken in the presence of alternative anti-takeover tactics. We examine two types of anti-takeover tactics: one involves firm- or state-level arrangements designed to limit shareholder rights or empower target firm managers in the event of a takeover attempt. These formal institutional arrangements include state-level anti-takeover laws and firm-level anti-takeover provisions such as staggered boards, poison pills, golden parachutes, and voting restrictions. These anti-takeover provisions serve to defend against hostile takeovers by increasing the cost of a takeover bid to potential acquirers, thereby reducing the likelihood that target managers will be replaced (Bebchuk et al. 2009; Straska and Waller 2014; Gogineni and Upadhyay 2020). Based on this, we construct three variables: (1) a state-level anti-takeover index (STATEANTI), calculated as the sum of binary variables that indicate whether the firm is incorporated in a state with controlling share acquisition laws, business combination laws, fair price laws, directors’ duties laws, and poison pill laws; (2) firm-level anti-takeover provisions (ANTITAKEOVER), calculated as the sum of binary variables that indicate whether a firm has a poison pill provision, super majority requirement to approve mergers, and a staggered board; and (3) a firm-level voting restriction index (VOTERESTRICT), calculated as the sum of binary variables indicating whether shareholder voting is affected by a super majority requirement for charter amendments, dual-class shares, and a super majority requirement to amend bylaws. 
[bookmark: OLE_LINK2]Additionally, firms can adopt alternative anti-takeover measures through financing and investment policies. The literature suggests the takeover threat motivates target managers to increase debt and undertake major capital investments (Zwiebel 1996; Garvey and Hanka 1999). Therefore, the second type of alternative anti-takeover tactics we examine involves financing and investment policies. We construct two indicator variables accordingly: (1) whether the change in a firm’s leverage ratio is above the sample median (HIGH_LEV); and (2) whether the change in capital expenditure is above the sample median (HIGH_CAPX).
Similar to Table 6, we re-estimate Eq. (1) by including interaction terms in the model. The results are reported in Panels A and B of Table 7, with Panel A analyzing the role of formal and institutional anti-takeover provisions, respectively, and Panel B analyzing the role of financing and investment policies. The coefficient on FAILMA remain significant positive, confirming our main finding of enhanced CSR performance after unsuccessful takeovers. More importantly, the coefficients on the interaction terms are all significantly negative, suggesting that CSR performance increases to a lesser extent after unsuccessful takeovers when alternative anti-takeover tactics are present, such as institutional anti-takeover provisions and financing and investment policies.
[INSERT TABLE 7 HERE]
Together with our baseline results, the findings from the cross-sectional analyses in Tables 6 and 7 suggest that while target firm CEOs tend to use CSR investments to deter potential future takeovers, they may focus less on this strategy when concerns over losing their job decline or when alternative anti-takeover tactics are available. 
4.6. The Components of CSR Performance
Our baseline results show an overall improvement in CSR performance after unsuccessful takeover attempts. As described in section 3.3, overall CSR performance contains five dimensions (community, workforce diversity, employee relations, environment issues, and product quality). In this section, we examine the relationship between unsuccessful takeover and CSR performance in each dimension to identify the groups of stakeholders target firm managers prioritize. Specifically, we decompose our dependent variable, CSR, into the five dimensions and re-estimate Eq. (1). 
The results are reported in Table 8. The coefficient on FAILMA remains significantly positive for two out of the five dimensions: employee relations and community issues. The community dimension primarily captures the extent of a firm’s charitable giving, while the employee relations dimension reflects various measures of employee satisfaction, including relationships with labor unions, profit-sharing, employee involvement, retirement benefits, and health and safety. These results offer intriguing insights into the behavior of target firms’ managers. The existing literature suggests that fostering positive relationships with certain groups of stakeholders can help reduce takeover threats, including employees (Pagano and Volpin 2005; Atanassov and Kim 2009; Kim 2009; Khurana and Zhong 2023) and local communities, who may serve as "white squirrels" to defend against hostile takeovers (Cespa and Cestone 2007). Our findings support this, showing that firms tend to prioritize CSR activities that strengthen relationships with their employees and the community. In sum, we find target managers employ CSR as an entrenchment strategy to create protective manager-stakeholder alliances, aiming to deter takeovers without necessarily enhancing shareholder value. 
[INSERT TABLE 8 HERE]
4.7 Robustness Tests
We conduct several robustness tests to ensure that our baseline results are not unduly influenced by confounding events surrounding unsuccessful takeovers, including an alternative research design, alternative sample construction, and alternative measures of CSR performance.
4.7.1 Placebo test
We conduct a placebo test to validate that the effect of unsuccessful takeover on enhanced CSR performance is not due to other confounding events surrounding the unsuccessful takeover. Specifically, for each target firm that experiences an unsuccessful takeover, we randomly assign a pseudo-event year within the 1995 to 2019 period. We then re-estimate Eq. (1) using these pseudo-event years and compute the coefficient on FAILMA. This process is repeated 1,000 times to generate a distribution of coefficients based on the randomly assigned pseudo-events. In Figure 1, Panels A and B, we plot the distributions of the coefficients obtained from the placebo test for CSR1 and CSR2, respectively. The placebo tests yield coefficients that are significantly lower than the true event estimates and exhibit no substantial variations. As shown, the coefficients from our actual event study (see columns (1) and (2) of Table 3) are positioned well to the right of the distribution of the coefficients derived from the placebo tests. Thus, the placebo test confirms the significantly positive effect of unsuccessful takeovers on CSR performance is not likely to be due to random chance or unobservable factors unrelated to the actual unsuccessful takeover event. 
[INSERT FIGURE 1 HERE]
4.7.2 Alternative research design
Our main test employs a staggered DiD approach based on different event years of unsuccessful takeovers. The control group includes not only never-treated firms but also not yet treated and previously treated firms, which may introduce a concern regarding heterogeneous treatment effects. Specifically, the estimated DiD effect could be biased because the treatments occur at different times for different groups, and thus the treatment effects might` continue to evolve in the future periods in which previously treated firms are used as controls for later-treated firms (Baker et al. 2022). This can lead to potentially spurious inferences as the CSR performance of previously treated firms may not accurately represent the CSR performance of currently treated firms in the absence of treatment.
To address this concern, we implement a stacked regression specification (Baker et al. 2022). Specifically, for each firm experiencing an unsuccessful takeover, we construct (-3, +3) firm-specific panels around the event year t. Within each takeover-specific panel, we retain only the firms experiencing an unsuccessful takeover and a clean set of never-treated control firms. We then stack all panels together and re-estimate Eq. (1). Each unsuccessful takeover-specific panel represents a cohort, and we include firm×cohort and year×cohort fixed effects (Baker et al. 2022). The results are presented in columns (1) and (2) of Panel A, Table 9. The coefficients on FAILMA remain significantly positive with both CSR performance measures. Thus, our results remain robust after correcting for treatment effect heterogeneity concerns.
[INSERT TABLE 9 HERE]
 Another concern regarding our staggered DiD design is that it may suffer from residual covariate imbalances across the treatment and control groups at different time periods, which could potentially bias the estimated treatment effects. To address this issue, we employ entropy-balanced matching to ensure comparability without reducing sample size (Hainmueller 2012). The results using the entropy-balanced matched sample are reported in columns (3) and (4) of Panel B of Table 9.[footnoteRef:8] The coefficients on FAILMA remain positive and statistically significant at the 1% level. These results confirm the robustness of our main findings, indicating that changes in CSR performance following an unsuccessful takeover are likely to be driven by the takeover event itself, rather than by inherent or unobservable differences in firm fundamentals across the treatment and control samples. [8:  After applying entropy-balanced matching, the means, variances, and skewness of all the variables are identical for sample firms with and without unsuccessful takeovers events during the sample period. This proof of convergence is not reported for brevity but is available upon request.] 

4.7.3 Alternative samples
In the main analysis, our sample consists of four subsamples as described in Panel B of Table 1, with a control sample that includes treatment firms in the pre-bid period (subsample B), target firms that received successful takeover bids (subsample C) and firms not targeted (subsample D) during our sample period. One may concern the lack of comparability among control samples. Thus, we construct three alternative control samples to address this concern. First, we exclude targets of successful takeover bids and those that were never targeted from our analysis. That is, this alternative control sample includes only target firms that experienced unsuccessful takeovers in the pre-bid period (i.e., subsample B as the control group). For the second alternative control sample, we add target firms with successful takeovers to subsample B (i.e., subsamples B & C as the control group). The third control sample excludes target firms with successful takeovers but includes firms that were never targeted (i.e., subsamples B & D as the control group). We re-estimate Eq. (1) with the above three alternative samples and report the results in Panel B of Table 9. We continue to find that coefficients on FAILMA for both CSR1 and CSR2 are significantly positive, consistent with our baseline results. These results indicate that our main inferences are not sensitive to the choice of the control samples. 
4.7.4 Alternative CSR performance measures
In our last robustness test we employ an alternative CSR performance measure, CSR3. This measure takes into account the level of industry CSR performance, following Kim et al. (2014). Specifically, we first identify the highest and lowest CSR scores in a particular industry-year based on the Fama-French 48 industry classification. Then, we construct CSR3 as follows: CSR3 = (CSR1- industry & year lowest CSR score)/(industry & year highest CSR score - industry & year lowest CSR score). The results using CSR3 as the dependent variable are reported in column (1) of Panel C, Table 9. Again, we find the coefficient on FAILMA is significantly positive. Second, we also use Asset4 ESG data, which is part of Refinitiv ESG, as an alternative measure of CSR performance. This dataset, which begins in 2002, offers quantitative scores across a broad range of ESG metrics and provides comprehensive coverage of global companies, although it covers fewer U.S. firms compared to the KLD dataset. Thus, while our original sample period is from 1995 to 2019, the alternative sample period is from 2002 to 2023. We re-estimate Eq. (1) with CSR scores from Asset4 dataset, which is measured as the average score of its environmental and social performance (Ioannou and Serafeim 2012; Luo et al. 2015; Ghoul et al. 2017). We normalize the CSR performance score such that CSR scores is distributed between 0 and 1. The result is reported in column (2) of Panel C, Table 9, showing the coefficients on FAILMA for CSR_Refinitiv is still significantly positive. 
4.8 Unsuccessful Takeover and ESG Disclosure
In this section, we also examine whether firms experiencing unsuccessful takeover are more likely to increase ESG disclosure to reflect their increased CSR performance. To test this, we estimate our main model with using ESG disclosure measures as dependent variables. Bloomberg’s ESG Disclosure Score data assesses the transparency and quality of a company's ESG disclosures. These scores are derived from various sources, including sustainability reports, annual reports, and corporate websites (Tsang et al. 2024). Additionally, Bloomberg customizes these scores based on industry relevance, ensuring that firms are evaluated using only sector-specific ESG data (Christensen et al. 2022). Our first measure, ESG_Report is a dummy variable which is equal to one if Bloomberg’s overall ESG disclosure score is available for the firm, and zero otherwise. The second measure, ESG_Disclosure indicates a firm’s ESG disclosure score for the ESG report pertaining to year t’s performance. The disclosure score ranges from 0.1 for firms with limited disclosure transparency to 100 for firms with transparent disclosure practices. Thus, a higher score reflects more extensive ESG disclosure. Table 1 presents descriptive statistics for these variables. The mean value of ESG_Report is 0.240 indicating that approximately 24% of firm-years in our sample disclose ESG reports. The mean value of ESG_Disclosure is 37.734, which is comparable to that of prior studies (e.g., Christensen et al. 2022). 
The sample period for this analysis spans from 2004 to 2023, and the results are presented in Table 10. In column (1), the coefficient on ESG_Report is significantly positive, indicating that firms with unsuccessful takeovers are more likely to disclose ESG reports. In column (2), we also find that the coefficient on the overall ESG disclosure score (ESG_Disclosure) is significantly positive, suggesting that firms experiencing unsuccessful takeovers tend to have higher-quality ESG disclosures. We also utilize Bloomberg’s ESG disclosure score, for each ESG pillar. Columns (3) and (4) report results for individual ESG pillars. In column (4), the coefficient on the social disclosure score (S_Disclosure) is significantly positive while in columns (3), the coefficients on the environmental disclosure score (E_Disclosure) is insignificant. These results suggest that the overall increase in ESG disclosure quality following an unsuccessful takeover is primarily driven by improvements in social disclosure. These results are also consistent with our results in Table 8 showing that the positive relation between unsuccessful takeover and CSR performance is driven by employee relations and community dimensions.
[INSERT TABLE 10 HERE]

5 CONCLUSIONS
Takeovers serve as a crucial corporate governance mechanism for disciplining under-performing managers. Unsuccessful takeovers can be a signal of managerial inefficiency, posing a disciplinary threat to target firms’ managers. This study examines how target firms react to an unsuccessful takeover attempt by engaging in CSR. Utilizing a sample of firms that experienced unsuccessful takeover attempts as the treatment group, and firms that were not takeover targets or that were successfully acquired as the control group, we employ a staggered DiD design to investigate whether target firms enhance CSR performance following unsuccessful takeover attempts. 
We document the following results. First, we find an overall improvement in CSR performance, particularly in dimensions related to employee and community benefits, after an unsuccessful takeover attempt. This improvement in CSR performance serves as a deterrent to future takeover attempts but does not maximize shareholder value. These findings suggest that managers of target firms that receive unsuccessful takeover bids may seek to entrench themselves by forming alliances with stakeholders without necessarily enhancing shareholder value. Second, the increase in CSR activities following unsuccessful takeover attempts is more pronounced when target firms’ CEOs are more concerned about job security and when alternative anti-takeover tactics, such as formal anti-takeover provisions and financing and investment policies, are absent. We also conduct a battery of robustness tests to ensure that our findings are not biased due to research design, sample construction, or variable measurement. Lastly, consistent with our main findings, we find that firms facing unsuccessful takeovers tend to disclose higher-quality ESG reports, primarily related to social disclosure.
Our study has practical implications for capital market participants regarding target firms that experience unsuccessful takeover attempts. While CSR initiatives can be strategically utilized to entrench the firm’s current management and discourage hostile takeovers, they may not align with the objective of increasing shareholder value. Consequently, boards and shareholders should carefully evaluate investments in CSR activities after unsuccessful takeovers and consider their long-term impact on firm value. Our cross-sectional tests propose that shareholders could consider adopting alternative anti-takeover mechanisms to protect the firm from hostile takeovers, thereby reducing the incentive for managers to use CSR as an entrenchment tool. By doing so, shareholders can better safeguard their interests while still supporting genuine CSR efforts that contribute to long-term value creation.
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Appendix 1 
Variable Definitions

	Variables




	Definition




	Data source

	Panel A: Dependent Variables
	

	CSR1
	CSR score calculated as the total strengths score minus total concerns score in five CSR dimensions provided by KLD, namely community, workforce diversity, employee relations, environment impact, and product quality.
	MSCI ESG KLD

	CSR2
	CSR score calculated as the sum of the net scores of each CSR dimension for each year. The net score of a particular dimension is calculated as the difference between the adjusted strength and concern scores, whereas the adjusted strength (concern) score is raw strength (concern) score divided by the total number of items of the strength (concern) for a particular dimension.
	MSCI ESG KLD

	Q
	The market value of equity plus liabilities divided by the book value of total assets.
	COMPUSTAT

	MA_POST
	An indicator variable that equals one if a firm receives one or more takeovers subsequent to the unsuccessful takeover, and zero otherwise.
	SDC

	CSR1_RES
	The excessive level of CSR1, calculated as the residual of the model in Appendix 2.
	MSCI ESG KLD

	CSR2_RES
	The excessive level of CSR2, calculated as the residual of the model in Appendix 2.
	MSCI ESG KLD

	ESG_Report
	A dummy variable which is equal to one if a firm discloses ESG reports, and zero otherwise.
	Bloomberg ESG

	ESG_Disclosure
	The firm’s ESG disclosure score for the ESG report pertaining to year t’s performance. The disclosure score ranges from 0.1 for firms with limited disclosure transparency to 100 for firms with transparent disclosure practices.
	Bloomberg ESG

	E_Disclosure
	The firm’s environmental disclosure score for the ESG report pertaining to year t’s performance. The disclosure score ranges from 0.1 for firms with limited environmental disclosure transparency to 100 for firms with transparent environmental disclosure practices.
	Bloomberg ESG

	S_Disclosure
	The firm’s social disclosure score for the ESG report pertaining to year t’s performance. The disclosure score ranges from 0.1 for firms with limited social disclosure transparency to 100 for firms with transparent social disclosure practices.
	Bloomberg ESG

	
Panel B: Independent Variable
	

	FAILMA
	An indicator variable that equals one if a firm received a bid in year t but the deal was not successfully completed during the sample period, and zero otherwise.
	SDC

	
Panel C: Control Variables
	

	SIZE
	The natural logarithm of total assets (in millions).
	COMPUSTAT

	ROA
	Operating income after depreciation divided by total assets.
	COMPUSTAT

	LEV
	Long-term debt divided by total assets.
	COMPUSTAT

	ADV
	Advertising expenses divided by total sales.
	COMPUSTAT

	RD
	Research and development expenses divided by total sales.
	COMPUSTAT

	CAPX
	Capital expenditure divided by total sales.
	COMPUSTAT

	DIV
	Total dividend divided by total sales.
	COMPUSTAT

	OPTION
	CEO’s stock option measured by CEO option awarded as reported in percentage of the CEO’s total compensation.
	EXECUCOMP

	SALARY
	CEO’s salary in percentage of the CEO’s total compensation.
	EXECUCOMP

	BONUS
	CEO’s bonus in percentage of the CEO’s total compensation.
	EXECUCOMP

	BSIZE
	The number of directors on board.
	EXECUCOMP

	GENDER
	The number of male directors on board divided by total number of directors.
	EXECUCOMP

	GOV
	The corporate governance score, calculated as the difference between adjusted strength and concern scores in the corporate governance dimension provided by KLD. The adjusted strength (concern) score is raw strength (concern) score divided the total number of items of the strength (concern) for the corporate governance dimension.
	MSCI ESG KLD

	HHI
	Herfindal index, calculated as the sum of squared market share based on total sales in each industry-year, whereas industry is classified using a two - digit SIC code.
	COMPUSTAT

	
Panel D: Variables in additional analyses

	CSR1_COM
	CSR score 1 (CSR1) for the community dimension, calculated as the total strengths score minus the total concerns score in community dimensions. Community strengths include charitable giving, innovative giving, non-US charitable giving, support for housing, support for education, and other strengths. Community concerns include investment controversies, community impact, tax disputes, and other concerns.
	MSCI ESG KLD

	CSR2_COM
	CSR score 2 (CSR2) for the community dimension, calculated as the difference between the adjusted strength and concern scores, where the adjusted strength (concern) score is the raw strength (concern) score divided by the total number of items in the strength (concern) for the community dimension. 
	MSCI ESG KLD

	CSR1_DIV
	CSR score 1 (CSR1) for the workforce diversity dimension, calculated as the total strengths score minus the total concerns score in workforce diversity dimensions. Workforce diversity strengths include CEO, promotion, board of directors, work/life benefits, women & minority contracting, employment of the disabled, gay & lesbian policies, and other strengths. Diversity concerns include controversies, non-representation, board diversity, and other concerns.
	MSCI ESG KLD

	CSR2_DIV
	CSR score 2 (CSR2) for the workforce diversity dimension, calculated as the difference between the adjusted strength and concern scores, where the adjusted strength (concern) score is the raw strength (concern) score divided by the total number of items in the strength (concern) for the workforce diversity dimension.
	MSCI ESG KLD

	CSR1_EMP
	CSR score 1 (CSR1) for the employee relations dimension, calculated as the total strengths score minus the total concerns score in employee relations dimensions. The strengths include union relations, cash profit sharing, employee involvement, retirement benefits strengths, health and safety strengths, and other strengths. The concerns include five sub-dimensions: Union relations, health and safety concerns, workforce reductions, retirement benefits concerns, and other concerns.
	MSCI ESG KLD

	CSR2_EMP
	CSR score 2 (CSR2) for the employee relations dimension, calculated as the difference between the adjusted strength and concern scores, where the adjusted strength (concern) score is the raw strength (concern) score divided by the total number of items in the strength (concern) for the employee relations dimension.
	MSCI ESG KLD

	CSR1_ENV
	CSR score 1 (CSR1) for the environmental impact dimension, calculated as the total strengths score minus the total concerns score in environmental impact dimensions. The strengths include beneficial products and services, pollution prevention, recycling, clean energy, and other strengths. The concerns include hazardous waste, regulatory problems, ozone-depleting chemicals, substantial emissions, agricultural chemicals, climate change, and other concerns.
	MSCI ESG KLD

	CSR2_ENV
	CSR score 2 (CSR2) for the environmental impact dimension, calculated as the difference between the adjusted strength and concern scores, where the adjusted strength (concern) score is the raw strength (concern) score divided by the total number of items in the strength (concern) score for the environmental impact dimension.
	MSCI ESG KLD

	CSR1_PRO
	CSR score 1 (CSR1) for the product quality dimension, calculated as the total strengths score minus the total concerns score in product quality dimensions. The strengths include quality, R&D/innovation, benefits to economically disadvantaged, and other strengths. The concerns include product safety, marketing/contracting, antitrust, and other concerns.
	MSCI ESG KLD

	CSR2_PRO
	CSR score 2 (CSR2) for the product quality dimension, calculated as the difference between the adjusted strength and concern scores, where the adjusted strength (concern) score is the raw strength (concern) score divided by the total number of items in the strength (concern) score for the product quality dimension.
	MSCI ESG KLD

	HOSTILE
	An indicator variable that equals one if the takeover is a hostile one classified by SDC, and zero if the takeover is a friendly or neutral one.
	SDC

	PERKS
	CEO’s perks, calculated as the sum of the binary variables indicating whether the firm provides the CEO with (a) CEO's corporate aircraft use, (b) life insurance, (c) post retirement consultancy fees, (d) post retirement benefits, and (e) pension guarantees. By construction, this index ranges from zero to five.
	MSCI

	STATEANTI
	State level anti-takeover index, calculated as the sum of the binary variables indicating whether the firm is incorporated in a state with (a) control share acquisition laws, (b) business combination laws, (c) fair price laws, (d) directors' duties laws, and (e) poison pill laws. By construction, this index ranges from zero to five. A higher value indicates that the firm is subject to more takeover restriction laws.
	ISS ESG

	ANTITAKEOVER
	Firm level anti-takeover index, calculated as the sum of the binary variables indicating whether the firm includes (a) poison pill provision, (b) super majority requirement to approve mergers, and (c) staggered boards. By construction, this index ranges from zero to three. A higher value indicates that the firm has more takeover restriction rules. 
	GMI

	VOTERESTRICT
	Firm level voting restriction index, calculated as the sum of the binary variables indicating whether there is voting restriction on shareholders by (a) the super majority requirement for the charter amendment, (b) dual-class shares, and (c) the super majority requirement to amend bylaws. By construction, this index ranges from zero to three. A higher value indicates that the firm has more voting restrictions on shareholders. 
	GMI

	HIGH_LEV
	An indicator variable that equals one if the change in LEV from one year before to one year after the unsuccessful takeover is above the sample median, and zero otherwise.
	COMPUSTAT

	HIGH_CAPX
	An indicator variable that equals one if the change in CAPX from one year before to one year after the unsuccessful takeover is above the sample median, and zero otherwise.
	COMPUSTAT

	CASH
	Cash divided by total assets.
	COMPUSTAT

	CFO
	Net cash flows from operating activities divided by total assets.
	COMPUSTAT

	PM
	Profit margin, calculated as the net income divided by sales.
	COMPUSTAT

	AT
	Asset turnover ratio, calculated as sales divided by total assets.
	COMPUSTAT

	LITI
	Litigation loss, calculated as the after-tax settlement divided by sales.
	

	CSR3
	The difference between CSR1 and industry-year lowest CSR score divided by the difference between industry-year highest CSR score and industry-year lowest CSR score.
	MSCI ESG KLD

	CSR_Refinitiv
	CSR score from Asset4 database is measured as the average score of its environmental and social performance. We normalize the CSR performance score such that CSR scores is distributed between 0 and 1
	ASSET4 ESG
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Appendix 2 
Estimation Results of Measuring Excessive CSR

	
	(1)
	(2)

	VARIABLES
	CSR1
	CSR2

	FAILMA
	0.016***
	0.032***

	
	(13.43)
	(13.27)

	SIZE
	0.423***
	0.084***

	
	(11.01)
	(8.49)

	CASH
	0.203
	0.038

	
	(1.48)
	(1.02)

	CFO
	1.293***
	0.354***

	
	(5.06)
	(5.37)

	ADV
	0.286**
	0.062*

	
	(2.04)
	(1.68)

	RD
	2.931***
	0.652***

	
	(4.72)
	(4.19)

	Q
	0.036*
	0.005

	
	(1.75)
	(0.88)

	PM
	0.006
	0.001

	
	(0.99)
	(0.68)

	AT
	0.088
	0.029

	
	(1.33)
	(1.63)

	LEV
	-0.239*
	-0.038

	
	(-1.94)
	(-1.21)

	LITI
	2.341**
	0.694**

	
	(2.17)
	(2.56)

	GOV
	0.458***
	0.123***

	
	(7.26)
	(7.28)

	Constant
	-3.513***
	-0.797***

	
	(-10.85)
	(-9.47)

	Year FE
	YES
	YES

	Industry FE
	YES
	YES

	Observations
	18,094
	18,094

	Adj. R2
	0.249
	0.244


This table presents the estimation results for a normal level of CSR performance. The explanatory variable is FAILMA, which equals one if a firm received a bid in year t but the deal was not successfully completed during the sample period, and zero otherwise. In column (1), the dependent variable is CSR1, which is calculated as the total strengths minus total concerns in five CSR dimensions. In column (2), the dependent variable is CSR2, which is measured as the sum of the strength and concern scores of each dimension scaled by the number of items of the strength and concern of that dimension in the year and then taking the net difference between adjusted strength and concern scores for that dimension. The other variables are defined in Appendix 1. Robust t-statistics are reported in parentheses. *, **, and *** indicate statistical significance at the 10%, 5%, and 1% levels, respectively.
Table 1 
Sample Selection

	Panel A: Sample Selection
	

	KLD, Compustat, Execucomp ,and SDC merged data from 1995 to 2019
	69,870

	Less: Observations with missing firm characteristics and accounting information
	(18,878)

	Less: Observations with missing board characteristics
	(13,236)

	Less: Observations with missing CEO incentive schemes
	(13,789)

	Less: Observations with missing other control variables
	(1,012)

	Less: Deal value was less than US$1 million 
	(4,861)

	Final Sample 
	18,094

	
Panel B: Sample Distribution by Year

	Year
	Subsample A (369 unsuccessful target firms in the post-bid period)
	Subsample B (391 unsuccessful target firms in the pre-bid period)
	Subsample C (528 successful target firms)
	Subsample D (1,048 non-target firms)
	Full Sample

	1995
	17
	10
	55
	91
	173

	1996
	19
	10
	57
	99
	185

	1997
	19
	12
	63
	103
	197

	1998
	21
	12
	63
	119
	215

	1999
	24
	12
	76
	135
	247

	2000
	24
	12
	69
	124
	229

	2001
	28
	32
	121
	226
	407

	2002
	25
	39
	132
	240
	436

	2003
	62
	63
	245
	395
	765

	2004
	61
	72
	263
	442
	838

	2005
	45
	67
	218
	402
	732

	2006
	48
	78
	220
	437
	783

	2007
	85
	97
	259
	523
	964

	2008
	81
	99
	260
	520
	960

	2009
	78
	109
	254
	512
	953

	2010
	90
	105
	252
	506
	953

	2011
	94
	104
	237
	503
	938

	2012
	103
	117
	240
	507
	967

	2013
	118
	123
	227
	523
	991

	2014
	99
	139
	212
	497
	947

	2015
	91
	185
	235
	552
	1063

	2016
	91
	194
	223
	542
	1050

	2017
	87
	187
	207
	522
	1003

	2018
	86
	206
	199
	525
	1016

	2019
	70
	247
	197
	568
	1082

	Total
	1,566
	2,331
	4,584
	9,613
	18,094


 
Table 2 
Descriptive Statistics

	VARIABLES
	N
	MEAN
	SD
	P25
	P50
	P75

	FAILMA
	18,094
	0.086
	0.280
	0.000
	0.000
	0.000

	CSR1
	18,094
	0.263
	2.059
	-0.100
	0.000
	1.000

	CSR2
	18,094
	0.456
	0.875
	-0.250
	0.000
	0.200

	CSR1_RES
	18,094
	0.029
	1.971
	-0.882
	-0.093
	0.692

	CSR2_RES
	18,094
	0.027
	0.332
	-0.154
	-0.036
	0.125

	CSR3
	18,094
	0.264
	0.296
	0.000
	0.182
	0.444

	CSR1_EMP
	18,094
	0.072
	0.915
	0.000
	0.000
	0.000

	CSR2_EMP
	18,094
	0.058
	0.359
	0.000
	0.000
	0.000

	CSR1_COM
	18,094
	0.122
	0.522
	0.000
	0.000
	0.000

	CSR2_COM
	18,094
	0.079
	0.329
	0.000
	0.000
	0.000

	CSR1_ENV
	18,094
	-0.005
	0.747
	0.000
	0.000
	0.000

	CSR2_ENV
	18,094
	0.016
	0.213
	0.000
	0.000
	0.000

	CSR1_DIV
	18,094
	0.143
	1.108
	0.000
	0.000
	0.000

	CSR2_DIV
	18,094
	-0.078
	0.348
	0.000
	0.000
	0.000

	CSR1_PRO
	18,094
	-0.069
	0.585
	0.000
	0.000
	0.000

	CSR2_PRO
	18,094
	-0.022
	0.220
	0.000
	0.000
	0.000

	MA_POST
	1,566
	0.162
	0.126
	0.000
	0.000
	0.000

	Q
	18,094
	1.308
	1.331
	0.516
	0.940
	1.663

	CSR_Refinitiv
	2,616
	0.419
	0.177
	0.283
	0.399
	0.550

	SIZE
	18,094
	8.128
	1.574
	7.001
	7.984
	9.104

	ROA
	18,094
	0.087
	0.101
	0.044
	0.082
	0.128

	LEV
	18,094
	0.237
	0.204
	0.098
	0.211
	0.330

	ADV
	18,094
	0.012
	0.076
	0.000
	0.000
	0.011

	RD
	18,094
	0.023
	0.051
	0.000
	0.000
	0.024

	CAPX
	18,094
	0.047
	0.053
	0.015
	0.033
	0.061

	DIV
	18,094
	0.015
	0.045
	0.000
	0.005
	0.020

	OPTION
	18,094
	0.131
	2.918
	0.000
	0.000
	0.000

	SALARY
	18,094
	0.244
	0.195
	0.116
	0.182
	0.304

	BONUS
	18,094
	0.077
	0.145
	0.000
	0.000
	0.106

	BSIZE
	18,094
	5.728
	1.170
	5.000
	5.000
	6.000

	GENDER
	18,094
	0.917
	0.123
	0.833
	1.000
	1.000

	GOV
	18,094
	-0.208
	0.595
	0.000
	0.000
	0.000

	HHI
	18,094
	0.099
	0.021
	0.028
	0.098
	0.112

	HOSTILE
	8,481
	0.121
	0.326
	0.000
	0.000
	0.000

	PERKS
	15,142
	0.025
	0.246
	0.000
	0.000
	0.000

	STATEANTI
	18,094
	2.158
	1.945
	1.000
	1.000
	5.000

	ANTITAKEOVER
	15,142
	0.203
	0.076
	0.000
	0.000
	0.000

	VOTERESTRICT
	15,142
	0.228
	0.054
	0.000
	0.000
	0.000

	ESG_Report
	10,871
	0.240
	0.480
	0.000
	0.000
	0.000

	ESG_Disclosure
	2,613
	37.734
	10.80
	30.379
	33.529
	43.251

	E_Disclosure
	2,613
	12.600
	18.19
	0.100
	0.332
	21.504

	S_Disclosure
	2,613
	15.200
	12.45
	7.920
	12.575
	20.253



Table 3 
Baseline Results

Panel A Unsuccessful Takeover and CSR Performance
	VARIABLES
	(1)
	(2)

	
	CSR1t+1
	CSR2t+1

	FAILMA
	0.013***
	0.019***

	
	(5.92)
	(7.56)

	SIZE
	0.065***
	0.114***

	
	(2.67)
	(2.90)

	ROA
	0.024
	-0.024

	
	(0.09)
	(-0.32)

	Q
	0.000*
	0.000**

	
	(1.65)
	(2.09)

	LEV
	0.280
	0.086

	
	(1.46)
	(1.62)

	ADV
	-0.086
	-0.028

	
	(-0.79)
	(-0.88)

	RD
	0.118
	-0.061

	
	(0.16)
	(-0.31)

	CAPX
	-0.059
	-0.151

	
	(-0.10)
	(-0.91)

	DIV
	-0.148
	-0.013

	
	(-0.54)
	(-0.20)

	OPTION
	0.001
	0.000

	
	(0.23)
	(0.89)

	SALARY
	-0.240**
	-0.063**

	
	(-2.26)
	(-2.21)

	BONUS
	0.105
	0.049

	
	(0.69)
	(1.15)

	BSIZE
	-0.027*
	-0.005

	
	(-1.68)
	(-0.98)

	GENDER
	-1.108***
	-0.219***

	
	(-3.75)
	(-2.77)

	GOV
	1.063***
	0.257***

	
	(8.86)
	(8.03)

	HHI
	-0.018
	0.020

	
	(-0.09)
	(0.35)

	Constant
	0.834
	0.186

	
	(1.29)
	(1.03)

	
	
	

	Year FE
	YES
	YES

	Firm FE
	YES
	YES

	Observations
	18,094
	18,094

	Adj. R2
	0.487
	0.486




Panel B: Validation of the DiD Method: Parallel Trend Analyses
	VARIABLES
	(1)
	(2)

	
	CSR1t+1
	CSR2t+1

	FAILMA_3
	-0.023
	-0.092

	
	(-1.44)
	(-0.98)

	FAILMA_2
	0.012
	-0.017

	
	(1.26)
	(-0.40)

	FAILMA0
	0.009***
	0.011***

	
	(3.14)
	(2.86)

	FAILMA1
	0.016***
	0.018***

	
	(5.15)
	(6.51)

	FAILMA2
	0.011***
	0.015***

	
	(3.23)
	(2.95)

	FAILMA3
	0.047***
	0.012***

	
	(3.94)
	(4.66)

	Controls
	YES
	YES

	Year FE
	YES
	YES

	Firm FE
	YES
	YES

	Observations
	18,094
	18,094

	Adj. R2
	0.493
	0.494


Note: This table reports the results on the effect of an unsuccessful takeover on firm’s CSR investment. Panel A reports the baseline DiD results. The explanatory variable is FAILMA, which equals one if a firm received a bid in year t but the deal was not successfully completed during the sample period, and zero otherwise. Panel B reports the results of the parallel trend analyses to validate the DiD method. FAILMA_3 and FAILMA_2 represent the third and all the preceding years and the second year prior to the failed takeover, respectively, and FAILMA0, FAILMA1, FAILMA2, and FAILMA3 correspond to the event year itself, and the first year, the second year, and the third and all the following years after the failed takeover.  In column (1), the dependent variable is CSR1, calculated as the total strengths minus total concerns in five CSR dimensions. In column (2), the dependent variable is CSR2, calculated as the sum of the difference between the adjusted strength and concern scores in each CSR dimension whereas the adjusted strength (concern) score is raw strength (concern) score divided by the total number of items of the strength (concern) for a particular dimension. The other variables are defined in Appendix 1. Robust t-statistics are reported in parentheses. *, **, and *** indicate statistical significance at the 10%, 5%, and 1% levels, respectively.

Table 4 
CSR Performance and Probability of Being a Future Target 

	VARIABLES
	(1)
	(2)

	
	MA_POST
	MA_POST

	CSR1
	-0.117*
	

	
	(-1.82)
	

	CSR2
	
	-0.166***

	
	
	(-7.36)

	Constant
	-0.726***
	-0.757***

	
	(-3.70)
	(-3.84)

	Controls
	YES
	YES

	Year FE
	YES
	YES

	Firm FE
	YES
	YES

	Observations
	1,566
	1,566

	Pseudo. R2
	0.237
	0.245



Note: This table reports the consequence of CSR performance. The dependent variable MA_POST, an indicator variable that equals one if a firm receives one or more takeovers subsequent to the unsuccessful takeover, and zero otherwise. In column (1), the explanatory variable is CSR1, calculated as the total strengths minus total concerns in five CSR dimensions. In column (2), the explanatory variable is CSR2, calculated as the sum of the difference between the adjusted strength and concern scores in each CSR dimension whereas the adjusted strength (concern) score is raw strength (concern) score divided by the total number of items of the strength (concern) for a particular dimension. The other variables are defined in Appendix 1. Robust z-statistics are reported in parentheses. *, **, and *** indicate statistical significance at the 10%, 5%, and 1% levels, respectively.
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Table 5 
Value Creation Hypothesis vs. Managerial Entrenchment Hypothesis

Panel A: CSR Performance and Firm Value in the Subsequent Year
	VARIABLES
	(1)
	(2)

	
	Qt+1
	Qt+1

	CSR1
	-0.010
	

	
	(-1.52)
	

	CSR1× FAILMA
	0.007
	

	
	(0.30)
	

	CSR2
	
	-0.040

	
	
	(-0.46)

	CSR2×FAILMA
	
	0.036

	
	
	(1.20)

	FAILMA
	-0.407***
	-0.406***

	
	(-9.17)
	(-9.18)

	Constant
	4.275***
	4.271***

	
	(10.90)
	(10.87)

	
	
	

	Controls
	YES
	YES

	Year FE
	YES
	YES

	Firm FE
	YES
	YES

	Observations
	18,094
	18,094

	Adj. R2
	0.102
	0.102



Panel B: Unsuccessful Takeover and Excessive CSR Performance
	VARIABLES
	(1)
	(2)

	
	CSR1_RESt+1
	CSR2_RESt+1

	FAILMA
	0.002***
	0.003***

	
	(2.78)
	(3.16)

	Constant
	3.768***
	0.848***

	
	(5.79)
	(4.84)

	
	
	

	Controls
	YES
	YES

	Year FE
	YES
	YES

	Firm FE
	YES
	YES

	Observations
	18,094
	18,094

	Adj. R2
	0.451
	0.428


Note: This table differentiates the value creation hypothesis and managerial entrenchment hypothesis. The dependent variable in Panel A is Tobin’s Q in next year, calculated as the market value of equity plus liabilities divided by the book value of total assets. In column (1), the explanatory variable is CSR1, calculated as the total strengths minus total concerns in five CSR dimensions. In column (2), the explanatory variable is CSR2, calculated as the sum of the difference between the adjusted strength and concern scores in each CSR dimension whereas the adjusted strength (concern) score is raw strength (concern) score divided by the total number of items of the strength (concern) for a particular dimension. The dependent variables in Panel B are CSR1_RES in column (1) and CSR2_RES in column (2). CSR1_RES is the excessive level of CSR1, calculated as the residual of the model in column (1) of Appendix 2. CSR2_RES is the excessive level of CSR2, calculated as the residual of the model in column (2) of Appendix 2. The explanatory variable is FAILMA, which equals one if a firm received a bid in year t but the deal was not successfully completed during the sample period, and zero otherwise. The other variables are defined in Appendix 1. Robust t-statistics are reported in parentheses. *, **, and *** indicate statistical significance at the 10%, 5%, and 1% levels, respectively.



Table 6 
Cross-Sectional analyses I: The Role of Target Manager Job Loss Severity

	VARIABLES
	(1)
	(2)
	(3)
	(4)

	
	CSR1t+1
	CSR2t+1
	CSR1t+1
	CSR2t+1

	FAILMA
	0.019***
	0.017***
	0.016***
	0.018***

	
	(6.73)
	(8.28)
	(5.05)
	(6.76)

	HOSTILE
	0.023
	0.056
	
	

	
	(0.04)
	(0.11)
	
	

	HOSTILE× FAILMA
	0.037**
	0.057***
	
	

	
	(2.34)
	(2.80)
	
	

	PERKS
	
	
	-0.063
	-0.039

	
	
	
	(-0.89)
	(-1.50)

	PERKS×FAILMA
	
	
	0.171***
	0.180***

	
	
	
	(3.05)
	(3.98)

	
	
	
	
	

	Controls
	YES
	YES
	YES
	YES

	Year FE
	YES
	YES
	YES
	YES

	Firm FE
	YES
	YES
	YES
	YES

	Observations
	8,481
	8,481
	15,142
	15,142

	Adj. R2
	0.505
	0.497
	0.480
	0.486


Note: This table shows the results of the cross-sectional tests. The explanatory variable is FAILMA, which equals one if a firm received a bid in year t but the deal was not successfully completed during the sample period, and zero otherwise. The dependent variables are CSR1 and CSR2. CSR1 is calculated as the total strengths minus total concerns in five CSR dimensions. CSR2 is calculated as the sum of the difference between the adjusted strength and concern scores in each CSR dimension whereas the adjusted strength (concern) score is raw strength (concern) score divided by the total number of items of the strength (concern) for a particular dimension. We examine the role of target manager job loss severity, proxied by HOSTILE and PERKS. HOSTILE is an indicator variable that equals one if the takeover is a hostile one classified by SDC, and zero if the takeover is a friendly or neutral one. PERKS is calculated as the sum of the binary variables indicating whether the firm provides the CEO with (a) CEO's corporate aircraft use, (b) life insurance, (c) post retirement consultancy fees, (d) post-retirement benefits, and (e) pension guarantees. The other variables are defined in Appendix 1. Robust t-statistics are reported in parentheses. *, **, and *** indicate statistical significance at the 10%, 5%, and 1% levels, respectively.
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Table 7 
Cross-Sectional analyses II

Panel A: The Role of Alternative Tactics: Anti-Takeover Provisions 
	VARIABLES
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	
	CSR1t+1
	CSR2t+1
	CSR1t+1
	CSR2t+1
	CSR1t+1
	CSR2t+1

	FAILMA
	0.019***
	0.015***
	0.016**
	0.017**
	0.014**
	0.018**

	
	(3.91)
	(4.40)
	(2.14)
	(2.49)
	(2.41)
	(2.51)

	STATEANTI
	0.048
	0.054
	
	
	
	

	
	(0.64)
	(0.88)
	
	
	
	

	STATEANTI× FAILMA
	-0.076**
	-0.057*
	
	
	
	

	
	(-2.37)
	(-1.73)
	
	
	
	

	ANTITAKEOVER
	
	
	0.018
	0.009
	
	

	
	
	
	(0.41)
	(0.46)
	
	

	ANTITAKEOVER×FAILMA
	
	
	-0.003***
	-0.037***
	
	

	
	
	
	(-3.49)
	(-4.20)
	
	

	VOTERESTRICT
	
	
	
	
	0.128***
	0.041**

	
	
	
	
	
	(3.26)
	(2.44)

	VOTERESTRICT×FAILMA
	
	
	
	
	-0.108***
	-0.020***

	
	
	
	
	
	(-3.70)
	(-4.62)

	
	
	
	
	
	
	

	Controls
	YES
	YES
	YES
	YES
	YES
	YES

	Year FE
	YES
	YES
	YES
	YES
	YES
	YES

	Firm FE
	YES
	YES
	YES
	YES
	YES
	YES

	Observations
	18,094
	18,094
	15,142
	15,142
	15,142
	15,142

	Adj. R2
	0.493
	0.493
	0.480
	0.483
	0.481
	0.484



Panel B: The Role of Alternative Tactics: Financing and Investment Policies
	VARIABLES
	(1)
	(2)
	(3)
	(4)

	
	CSR1t+1
	CSR2t+1
	CSR1t+1
	CSR2t+1

	FAILMA
	0.018***
	0.013***
	0.013***
	0.016***

	
	(4.47)
	(3.47)
	(5.28)
	(6.44)

	HIGH_LEV
	-0.022
	0.016
	
	

	
	(-0.63)
	(1.16)
	
	

	HIGH_LEV×FAILMA
	-0.002**
	-0.001***
	
	

	
	(-2.05)
	(-4.20)
	
	

	HIGH_CAPX
	
	
	0.124***
	0.027**

	
	
	
	(3.86)
	(2.30)

	HIGH_CAPX×FAILMA
	
	
	-0.001*
	-0.003**

	
	
	
	(-1.88)
	(-2.30)

	
	
	
	
	

	Controls
	YES
	YES
	YES
	YES

	Year FE
	YES
	YES
	YES
	YES

	Firm FE
	YES
	YES
	YES
	YES

	Observations
	18,094
	18,094
	18,094
	18,094

	Adj. R2
	0.495
	0.496
	0.496
	0.496


Note: This table shows the results of the cross-sectional tests. The explanatory variable is FAILMA, which equals one if a firm received a bid in year t but the deal was not successfully completed during the sample period, and zero otherwise. The dependent variables are CSR1 and CSR2. CSR1 is calculated as the total strengths minus total concerns in five CSR dimensions. CSR2 is calculated as the sum of the difference between the adjusted strength and concern scores in each CSR dimension whereas the adjusted strength (concern) score is raw strength (concern) score divided by the total number of items of the strength (concern) for a particular dimension. Panel A examine the role of anti-takeover provisions, proxied by STATEANTI, ANTITAKEOVER, and VOTERESTRICT. STATEANTI is the state level anti-takeover index, calculated as the sum of the binary variables indicating whether the firm is incorporated in a state with (a) control share acquisition laws, (b) business combination laws, (c) fair price laws, (d) directors' duties laws, and (e) poison pill laws. ANTITAKEOVER is the firm level anti-takeover index, calculated as the sum of the binary variables indicating whether the firm includes (a) poison pill provision, (b) super majority requirement to approve mergers, and (c) staggered boards. VOTERESTRICT is the firm level voting restriction index, calculated as the sum of the binary variables indicating whether there is voting restriction on shareholders by (a) the super majority requirement for the charter amendment, (b) dual-class shares, and (c) the super majority requirement to amend bylaws. Panel B examines the role of financing and investment policies, proxied by HIGH_LEV and HIGH_CAPX. HIGH_LEV is an indicator variable that equals one if the change in leverage ratio from one year before to one year after the unsuccessful takeover is above the sample median, and zero otherwise. HIGH_CAPX is an indicator variable that equals one if the change in capital expenditure divided by total sales from one year before to one year after the unsuccessful takeover is above the sample median, and zero otherwise. The other variables are defined in Appendix 1. Robust t-statistics are reported in parentheses. *, **, and *** indicate statistical significance at the 10%, 5%, and 1% levels, respectively.
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Table 8 
Unsuccessful Takeover and CSR performance in Each CSR Dimension

	VARIABLES
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)
	(8)
	(9)
	(10)

	
	CSR1_
EMPt+1
	CSR2_
EMPt+1
	CSR1_
COMt+1
	CSR2_
COMt+1
	CSR1_
ENVt+1
	CSR2_
ENVt+1
	CSR1_
DIVt+1
	CSR2_
DIVt+1
	CSR1_
PROt+1
	CSR2_
PROt+1

	FAILMA
	0.005***
	0.016***
	0.015***
	0.010***
	-0.015
	-0.017
	-0.016
	0.030
	-0.006
	0.028

	
	(7.91)
	(10.24)
	(11.12)
	(10.22)
	(-1.20)
	(-0.75)
	(-0.71)
	(1.07)
	(0.17)
	(1.34)

	Constant
	0.300
	0.199*
	0.000
	0.066
	1.292***
	0.327***
	-1.142***
	0.145
	0.567***
	0.031

	
	(1.02)
	(1.65)
	(0.00)
	(0.65)
	(4.80)
	(3.57)
	(-3.30)
	(1.25)
	(2.90)
	(0.35)

	Controls
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	Year FE
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	Firm FE
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	Observations
	18,094
	18,094
	18,094
	18,094
	18,094
	18,094
	18,094
	18,094
	18,094
	18,094

	Adj. R2
	0.430
	0.740
	0.512
	0.754
	0.456
	0.572
	0.565
	0.640
	0.512
	0.561



Note: This table shows the impact of unsuccessful takeover on the firm’s CSR performance in each dimension. The explanatory variable is FAILMA, which equals one if a firm received a bid in year t but the deal was not successfully completed during the sample period, and zero otherwise. The dependent variables in columns (1), (3), (5), (7), and (9) are CSR1_EMP, CSR1_COM, CSR1_ENV, CSR1_DIV, and CSR1_PRO, respectively, are calculated as the total strengths minus total concerns in each dimension.  The dependent variables in columns (2), (4), (6), (8), and (10) are CSR2_EMP, CSR2_COM, CSR2_ENV, CSR2_DIV, and CSR2_PRO, respectively, calculated as the difference between the adjusted strength and concern scores in each dimension, whereas the adjusted strength (concern) score is raw strength (concern) score divided by the total number of items of the strength (concern) for the that dimension. The other variables are defined in Appendix 1. Robust t-statistics are reported in parentheses. *, **, and *** indicate statistical significance at the 10%, 5%, and 1% levels, respectively.
Table 9
Robustness tests

Panel A: Alternative research design
	VARIABLES
	Stacked DiD 
	Entropy Balanced Sample

	
	(1)
	(2)
	(3)
	(4)

	
	CSR1t+1
	CSR2t+1
	CSR1t+1
	CSR2t+1

	FAILMA
	0.020***
	0.028***
	0.016***
	0.012***

	
	(3.48)
	(5.14)
	(9.36)
	(10.01)

	Constant
	0.023
	-0.020
	0.037
	-0.425

	
	(0.01)
	(-0.03)
	(0.06)
	(-0.88)

	Controls
	YES
	YES
	YES
	YES

	Year×Cohort FE
	YES
	YES
	YES
	YES

	Firm×Cohort FE
	YES
	YES
	YES
	YES

	Observations
	600,844
	600,844
	18,094
	18,094

	Adj. R2
	0.543
	0.601
	0.550
	0.565



Panel B: Alternative samples
	VARIABLES
	Unsuccessful targets (Subsamples A&B)
	Unsuccessful and successful targets (Subsamples A&B&C)
	Unsuccessful targets and non-targets
(Subsamples A&B&D)

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

	
	CSR1t+1
	CSR2t+1
	CSR1t+1
	CSR2t+1
	CSR1t+1
	CSR2t+1

	FAILMA
	0.016***
	0.015***
	0.018***
	0.016***
	0.016***
	0.018***

	
	(7.42)
	(8.60)
	(6.62)
	(8.10)
	(5.75)
	(7.55)

	Constant
	-0.234
	-1.244
	0.815
	-0.407
	0.900
	-0.152

	
	(-0.19)
	(-1.11)
	(0.80)
	(-0.74)
	(1.20)
	(-0.41)

	Controls
	YES
	YES
	YES
	YES
	YES
	YES

	Year FE
	YES
	YES
	YES
	YES
	YES
	YES

	Firm FE
	YES
	YES
	YES
	YES
	YES
	YES

	Observations
	3,897
	3,897
	8,481
	8,481
	13,510
	13,510

	Adj. R2
	0.468
	0.472
	0.505
	0.495
	0.482
	0.486



Panel C: Alternative measure of CSR performance 
	VARIABLES
	(1)
	(2)

	
	CSR3t+1
	CSR_Refinitivt+1

	[bookmark: _GoBack]FAILMA
	0.008**
	0.017***

	
	(2.36)
	(2.68)

	Constant
	0.238***
	0.297***

	
	(3.05)
	(3.44)

	Controls
	YES
	YES

	Year FE
	YES
	YES

	Firm FE
	YES
	YES

	Observations
	18,094
	2,616

	Adj. R2
	0.672
	0.834



Note: This table reports the results of the robustness tests. Panel A, columns (1) and (2) report results of a stacked DiD regression; columns (3) and (4) report the results of an entropy balancing matched sample. Panel B reports results of alternative samples. Panel C reports results with an alternative CSR performance measure. In all the panels, the explanatory variable is FAILMA, which equals one if a firm received a bid in year t but the deal was not successfully completed during the sample period, and zero otherwise. In Panels A and B, the dependent variables are CSR1 and CSR2. CSR1 is calculated as the total strengths minus total concerns in five CSR dimensions. CSR2 is calculated as the sum of the difference between the adjusted strength and concern scores in each CSR dimension whereas the adjusted strength (concern) score is raw strength (concern) score divided by the total number of items of the strength (concern) for a particular dimension. In Panel C, the dependent variables are CSR3 and ESG_Refinitiv, respectively. CSR3 is calculated as the difference between CSR1 and industry-year lowest CSR score divided by the difference between industry-year highest CSR score and industry-year lowest CSR score. CSR_Refinitiv is measured as the average score of its environmental and social performance. We normalize the CSR performance score such that CSR scores is distributed between 0 and 1. The other variables are defined in Appendix 1. Robust t-statistics are reported in parentheses. *, **, and *** indicate statistical significance at the 10%, 5%, and 1% levels, respectively.



Table 10 ESG disclosure 

	VARIABLES
	(1)
	(2)
	(3)
	(4)

	
	Probit regression
	OLS regression
	OLS regression
	OLS regression

	
	ESG_Reportt+1
	ESG_Disclosuret+1
	E_Disclosuret+1
	S_Disclosuret+1

	FAILMA
	0.017**
	1.115***
	-0.291
	1.333***

	
	(2.04)
	(2.59)
	(-0.35)
	(2.62)

	Constant
	-1.768
	33.665***
	10.234
	10.440*

	
	(-0.38)
	(6.86)
	(1.13)
	(1.86)

	Controls
	YES
	YES
	YES
	YES

	Year FE
	YES
	YES
	YES
	YES

	Firm FE
	YES
	YES
	YES
	YES

	Observations
	10,871
	2,613
	2,613
	2,613

	Adj. R2
	N/A
	0.811
	0.756
	0.797

	Pseudo. R2
	0.857
	N/A
	N/A
	N/A



Note: This table reports the results of the relationship between unsuccessful takeovers and ESG disclosure. In column (1), the dependent variable is ESG_Report, which is a dummy variable equals to one if the firms have disclosure of ESG reports in year t, and zero otherwise. In column (2), the dependent variable is ESG_Disclosure, which is firm’s ESG disclosure score. In column (3), the dependent variable is E_Disclosure, which is firm’s environmental disclosure score. In column (4), the dependent variable is S_Disclosure, which is firm’s social disclosure score. The other variables are defined in Appendix 1. Robust z-statistics and t-statistics are reported in parentheses. *, **, and *** indicate statistical significance at the 10%, 5%, and 1% levels, respectively.
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[bookmark: Figure1]Figure 1 
Placebo Tests

Panel A: DV = CSR1
[image: CSR1]

Panel B: DV = CSR2
[image: CSR2]
Note: This figure plots the histograms of the coefficient estimates on the indicator variable FAILMA from 1,000 bootstrap simulations of the baseline model in columns (1) and (2) of Table 3. For each firm experienced unsuccessful takeover during the sample period, we assign a pseudo-event year randomly chosen from the sample period 1995-2019. We then estimate the baseline regression based on those pseudo-event years and save the coefficient estimates on the indicator variable FAILMA. 
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