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Current State of Literature 
• General Theme: Firms can do well by doing good. 

• Almost all literature examines manager-driven CSR using 
shareholder resources. 

– What about other sources of CSR? 

– Coase approach: firm as a nexus of contracts. 

• Individuals contribute 15x more to charity than corporations 
in the US on an annual basis. 

– Many of these donors are corporate stakeholders.  How 
does this CSR affect the firm? 

– Experimental research suggests that charitable owners 
inspire agents to contribute more to the firm [Cox (2004), 
Balakrishnan et al (2011)]. 



My Setting and Research Question 

• Examine market reaction to major shareholders 
(blockholders) making large charitable pledges. 

• Specifically: Joining The Giving Pledge 

– Originated by Bill Gates and Warren Buffet. 

– Signatories (mostly billionaires) pledge to give or 
bequeath at least half of their wealth to charity 
within their lifetime (or upon their death). 

– Does not involve firm resources. 

– Not (generally) done with corporate goals in mind. 

 



Sample Blockholders: Excerpt of Table 1 (p. 26) 

 



Main Hypotheses 
• Stakeholders have preferences for altruism (firms engaging in 

CSR trade at a premium). 

– H1P: A firm will experience a positive market reaction to 
the news that a blockholder has made a major charitable 
pledge.  

• Shareholders expect blockholders to act as monitors of the 
firm in their own self-interest.  Charitable contributions by 
blockholders suggests that they are not self-interested(firms 
with blockholders trade at a premium). 

– H1A: A firm will experience a negative market reaction to 
the news that a blockholder has made a major charitable 
pledge.  



Event Study Results: Table 2A (p.27) 

• Focus on run-up windows. 

– News leaks before the announcement is made. 

• Negative, statistically significant reaction in the run-up to the 
announcement that a blockholder has joined The Giving Pledge. 

– Median firm market cap. 3 months before announcement: $450 
million. 

– 3% reduction in median firm value = $13.5 million in shareholder 
value destroyed.  

• Costs of blockholder CSR outweigh any benefits. 

 

 



Agency Cost Hypotheses 

• H2P: The charitable pledges of director blockholders will elicit a higher 
market reaction than the charitable pledges of blockholders who do not 
serve on the board.  

• H2A: The charitable pledges of director blockholders will elicit a lower 
market reaction than the charitable pledges of blockholders who do not 
serve on the board.  

• H3P: The charitable pledges of the principals of institutional blockholders 
(hedge fund managers) will elicit a higher market reaction than the 
charitable pledges of blockholders who are unaffiliated with an institution.  

• H3A: The charitable pledges of the principals of institutional blockholders 
(hedge fund managers) will elicit a lower market reaction than the 
charitable pledges of blockholders who are unaffiliated with an institution.  



 

Table 4A (p. 29) 



Results 

• Blockholder charity destroys firm value (H1A). 

• Cross-sectional results (support for H2A and 
H3A) suggest that agency costs drive this value 
destruction. 

– H2A: Director blockholder charity leads to more 
value destroyed. 

– H3A: Hedge fund blockholder charity leads to 
more value destroyed. 

 

 

 



Implications 
• Shareholders rely on monitors’ (blockholders, in this case) self-

interest to police their shared investment.  When these monitors 
engage in selfless CSR, shareholders react negatively, as they are 
less able to rely on the self-interest of the monitors to protect their 
investment. 

– In this case, the benefits of altruism are clearly outweighed by 
agency costs. 

– Managers are also monitors of shareholder wealth.  If manager-
driven, shareholder funded CSR reduces managers’ wealth, it 
could create a similar agency cost. 

• Agency problems can present economically significant, largely 
unexplored costs to CSR.   

– Future studies should try to account for this agency cost when 
evaluating costs and benefits of CSR. 


