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Abstract: This study examines the effect of a target firm’s corporate social responsibility (CSR) on
its cross-border acquisition premium. Building upon the resource-based view and the institutional
theory, we argue that the target firm’s CSR positively affect the cross-border acquisition premium,
while institutional distance, cultural distance, and the number of fellow acquisitions moderate the
above relationship. Hypotheses are tested in a sample of 252 cross-border acquisitions between
1991 and 2016. Empirical findings show that an acquirer is more likely to pay a higher acquisition
premium when acquiring a socially responsible target firm; furthermore, such an effect weakens as
institutional distance, cultural distance, and the number of fellow acquisitions increase. This study
extends existing research on the importance of CSR as a strategic asset and sheds new light on the
role of CSR played in the setting of cross-border acquisitions.

Keywords: corporate social responsibility (CSR); cross-border acquisition premium; resource-based
view; institutional theory

1. Introduction

Corporate social responsibility (CSR) refers to the extent that a firm pursues sustainable
development in the long run and makes balances between social benefits and economic benefits [1].
A socially responsible firm tends to consider multiple stakeholders’ interests simultaneously and
adopt accountable actions in practice, which helps in gaining a respectable social image in public.
Extant research has shown that a socially responsible firm is more likely to achieve higher financial
performance [2], investor evaluation [3], institutional legitimacy [4], and corporate governance [5].
Accordingly, CSR has become a critical factor that influences top managers’ key investment decisions
such as the selection and evaluation of a target firm for mergers and acquisitions (M&As). General
Motors (GM), for example, set up a special department to conduct due diligence on a target firm’s
performance on environmental protection before an acquisition [6]. Unilever claimed that a major
purpose to acquire the ice-cream company Ben and Jerry’s was to learn how to design and implement
socially responsible activities [7]. Similarly, L’Oréal acquired the Body Shop due to the latter’s
outstanding performance in environmental protection and its non-use of animals in experimentation [7].
These business practices suggest that firms tend to acquire and learn from socially responsible target
firms. Furthermore, Deloitte reported that CSR affects the evaluation of target firms and the probability
of deal completion [8]. Thus, it is reasonable to infer that CSR plays an important role in the setting
of M&As.

Despite anecdotal evidence on the importance of CSR, research on the relationship between CSR
and M&As is relatively scarce. As Aktas et al. [9] observed, existing literature has paid little attention to
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the role of CSR in M&A decisions. Deng et al. [10] claimed that their work is the first large-scale study
on the impact of CSR on post-merger long-term performance. Consequently, it is not clear whether
CSR really matters in the context of M&As, especially in the global setting. This study responds to
the call from Aktas et al. [9] and attempts to explore how a target firm’s CSR affects the acquisition
premium in cross-border M&As. Furthermore, since the acquirer and the target come from different
countries, their perceptions of the value of CSR could differ due to institutional variances. Thus, the
second purpose of this study is to examine how institutional factors will moderate the relationship
between a target firm’s CSR and the acquisition premium.

2. Literature Review

Corporate social responsibility is a multi-dimensional concept that involves corporate activities
in environmental protection, social contribution, and corporate governance [11,12]. After decades
of research on CSR, the focus of discussion has shifted from whether firms should fulfill their social
responsibilities to how they can carry out CSR in a better way [13]. Existing literature mainly applies
three theoretical perspectives to explain the role and influence of CSR on corporate decisions and
performances. First, the stakeholder theory argues that CSR helps firms establish a beneficial linkage
with stakeholders and achieve the effect of strategic insurance, which can protect a focal firm to
some extent on the occurrence of a negative event [14]. Second, the institutional theory suggests that
CSR helps firms gain better legitimacy, reputation, and social status, and overcome the liability of
foreignness [15]. The resource-based view is the third theory widely applied in this literature as it points
out that CSR could become a strategic asset and help firms gain sustainable competitive advantage [16].
Accordingly, scholars summarize three motives for firms to engage in CSR: Instrumental, relational,
and moral [1]. Instrumental motive suggests that CSR is self-interest driven. Relational motive suggests
that the purpose of CSR is to build up relationships with stakeholders. Moral motive indicates that
firms pay more attention to ethical standards and moral norms.

Recently, there has been an emerging interest in studying the role of CSR in the context of
cross-border M&As. One research stream focuses on the necessity of attending to CSR in cross-border
M&As. Researchers point out that, despite national differences in terms of CSR standards and
regulations, such gaps are reduced due to the growth of international trade, the pressure from
non-government organizations (NGOs), and the appeal of global sustainability initiatives [17].
Accordingly, governmental institutions, NGOs, and investors in host countries stress more on CSR
when they evaluate a foreign firm’s acquisition activities. In general, this literature shows that socially
irresponsible firms are associated with higher risks in cross-border M&As [3]. As a result, commercial
banks may not be willing to provide sufficient financing to firm’s with poor CSR images [18]. Similarly,
industry analysts may underestimate a firm’s value due to its poor CSR performance [3]. Thus, extant
work in this direction calls for more attention to be given in the role played by CSR in the setting of
cross-border M&As.

The second stream builds upon the above work and directly examines the effect of CSR on
M&A decisions such as the choice of target firms. For instance, some researchers argue that firms
are more likely to acquire targets with good CSR performance due to two reasons: First, a socially
responsible target can help the acquirer gain legitimacy and access more valuable resources from
external stakeholders; and second, the acquirer can learn from its target in terms of CSR practices
and improve its own CSR performance and social image [19,20]. Other researchers emphasize that
managers take into consideration the CSR gap between the acquirer and the target because their
dissimilarity in business ethics and ideology affects post-acquisition integration [21].

In addition to the research on how CSR influences managerial M&A decisions, scholars have
also investigated the impact of CSR on acquisition performance, including the market returns and the
speed of completion. Drawing on the signaling theory and the stakeholder theory, extant work has
demonstrated that, when acquiring a socially responsible target, the acquirer sends a strong signal to
stakeholders that its decision makers prioritize CSR in operations and are willing to learn CSR practices
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from the target [10]. Consequently, the stock market tends to respond positively to the acquiring firm
when the deal is announced [9]. On the other hand, an acquirer with strong CSR is more likely to win
the support from related parties such as labor unions and governmental institutes, which facilitates
business negotiation and government approval [22]. As a result, a socially responsible acquirer can
reduce potential resistances and speed up its acquisition process [10].

The above review shows that the role of CSR in cross-border M&As is an interesting topic, but not
fully studied in management literature. This study fills in this gap by investigating how an acquirer
evaluates a target firm’s CSR in the setting of cross-border M&As. The following section draws upon
the resourced based view and the institutional theory to explore the direct linkage between a target
firm’s CSR and the acquisition premium, and the moderating effects played by institutional factors in
the global setting.

3. Theoretical Analysis and Research Hypotheses

3.1. Target Firm’s CSR and Cross-Border Acquisition Premium

Cross-border acquisition premium refers to the extra price paid by a foreign acquirer that exceeds
its target’s real market value. Previous studies show that various factors can affect the bidding price
offered by potential acquirers, including country, industry, and firm-level elements [23,24]. Thus, an
acquisition premium is an outcome derived from complicated negotiations and interactions among
multiple stakeholders. This paper focuses on the firm-level factors and specifically investigates the role
of a target firm’s CSR in determining the acquirer’s bidding price and acquisition premium, relying on
the resourced-based view and the institutional theory.

The resource-based view argues that CSR is an important source of strategic assets that can lead
to sustained competitive advantage [25]. Research has found that good CSR helps firms build up a
positive reputation which in turn improves its financial performance [26]. In addition, firms with
good CSR performance are more likely to attract the attention of institutional investors and gain easy
access to external capital [27]. Furthermore, the fulfillment of CSR helps firms establish social identity,
improve social value, and attract high-quality talents [28]. Thus, good CSR reputation is an important
intangible resource that is rare, valuable, and difficult to imitate and substitute. Applying this logic to
the setting of cross-border M&As, we believe that the target firm’s CSR could be a potential source of
sustained competitive advantage to the acquiring firm, and the latter is willing to put higher value on
such an intangible asset.

First of all, the target’s CSR can help the acquiring firm improve their positive corporate image.
Bidding for a responsible target firm signals to the market that the acquirer takes CSR seriously
and strives for good social performance; in addition, this bidding event may also demonstrate that
the acquirer is interested in learning from the target firm in terms of CSR management ability and
knowledge. Consequently, markets are more likely to respond positively to an acquisition of a
social responsible target. Existing studies have shown that the target’s CSR is positively related to
the acquirer’s stock market returns on the date of deal announcement, and the target’s social and
environmental performance also positively correlates with the acquirer’s long-term performance [9].
Such a signaling effect is particularly prominent in the setting of international acquisition due to the
liability of foreignness. Thus, a socially responsible target not only represents a valuable strategic asset
to the acquirer, but also helps the acquirer to achieve a better social image and institutional legitimacy
in the host country.

Furthermore, a socially responsible target sets a solid foundation for the acquirer’s future
expansion in the host country, which in turn improves the acquirer’s long-term financial performance.
A target firm with good CSR performance takes multiple stakeholders’ interests into consideration, and
consequently, the target is more likely to build up and maintain stable social networks with external
stakeholders [29]. The potential benefits from such social embeddedness include governmental
support, media coverage, and public recognition. As Knudsen and Brown have observed [30], national
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governments increasingly intervene firm-level CSR practices by adopting new CSR policies. Moreover,
governments can reward or punish a firm according to its CSR performance and conformity to
CSR policies [31]. With regards to media coverage, researchers have shown that a firm with good
CSR performance has a higher chance of media exposure and positive reports [32]. Thus, when
a cross-border acquisition happens, a socially responsible target can act as a bridge between the
acquirer and local stakeholders and broaden the acquirer’s social networks immediately within the
host country. Such a social capital effect helps the foreign acquirer expand its business networks and
reduce operational uncertainty. This explains the recent phenomenon that some large multinational
companies use the “buying CSR” strategy to enter a foreign market [20].

In addition, when an acquirer targets a firm with a positive social image, it is more likely to obtain
the support of third-party financial institutions and access sufficient financial resources for this deal.
Research has found that good CSR performance is conducive to winning the favor of banks, financial
intermediaries, and other institutional investors [33]. Cross-border M&As sometimes involve a large
amount of cash and cash equivalents for payment, which may lead to considerable financial stress
on the purchasing party [34]. Recently some financial institutions have strengthened CSR auditing
and presented favorable treatments to firms with high CSR performance [35]. This helps the acquirer
relieve some financial stress when purchasing a socially responsible target.

Therefore, when a firm acquires a socially responsible target, multiple benefits may accrue to the
acquirer, including better social image and larger social networks. Additionally, with the superimposed
effect of financial support, it is very likely that top managers from the acquiring firm are willing to
offer a high bidding price for the target firm’s CSR.

H1: The target firm’s CSR is positively associated with the cross-border acquisition premium.

3.2. The Moderating Role of Institutional Factors

While the resource-based view provides a basic framework to appraise the role of strategic
assets like a firm’s CSR, such a comprehension may vary across countries due to differences in
national institutions such as regulatory policies, legal systems, national culture, and social cognition.
In other words, the value of CSR may change in the eyes of managers from various institutional
backgrounds [36]. Giving the fact that cross-border M&As involve top managers from at least two
countries, heterogeneity may exist in terms of managerial attitude and recognition towards the target
firm’s CSR. Therefore, this study draws insights from the institutional theory to investigate how
institutional factors affect the relationship between a target firm’s CSR and the acquisition premium.

The institutional theory aims to answer a fundamental question as what makes organizations
so similar. It proposes that the similarity of organizational structures and actions comes from the
homogenization process in an institutional environment [37]. Seeking legitimacy is the major driving
force of organizational homogenization when the external environment is highly dynamic and
uncertain. By confirming to the rules and beliefs well established and accepted within a specific
environment, organizations are more likely to meet the expectations of external stakeholders, and thus
to win a better chance of survival and future growth [38]. In his book Institutions and Organizations,
Scott [39] summarized three pillars of institutions—regulative, normative, and cognitive—that
influence organizational conformity. The regulative pillar resides in legal systems and governmental
regulations that are formal and coercive. The normative pillar involves the normalization of
organizational behaviors, legitimized by fitting into the moral and cultural requirements. Additionally,
the cognitive pillar consists of public perceptions of organizational behaviors taken for granted,
legitimized by imitating other legitimate organization [39]. According to Scott’s perspective,
organizational legitimacy is a result of obeying laws and regulations, conforming to normative rules,
and aligning with public cognitions.

When applying the institutional logics to the research on the linkage between a target firm’s CSR
and the cross-border acquisition premium, we expect that a country’s specific institutional environment
affects managerial perceptions of the value of CSR. For instance, empirical studies have shown that
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the effect of CSR on export performance varies across countries; in developed countries, CSR has
a significantly positive effect on export performance; however, this effect disappears in developing
countries [40]. Similarly, in a cross-border acquisition, both transaction parties are embedded in their
unique institutional environments. Institutional distance may have an impact on how the acquirer
perceives and evaluates the target firm’s CSR. Following Scott’s three institutional pillars, this paper
identifies three institutional factors—institutional distance, cultural distance, and the number of fellow
acquisitions—that may moderate the relationship between the target’s CSR and the cross-border
acquisition premium.

3.2.1. The Moderating Role of Institutional Distance

Institutional distance refers to the gap between two countries in terms of formal institutions
such as political, judicial, and economic systems [41]. The literature has shown that institutional
distance has an effect on managerial decisions due to two major reasons. First, the greater the
institutional distance, the more difficult it is for a focal firm’s managers to understand the foreign
institutional environment and related requirements for legitimacy [42]. Second, institutional distance
increases the difficulty for managers to make optimal decisions, because institutional distance implies
complexity [41], friction [43], uncertainty [44], and asymmetric information in a transaction [45].
When integrating this logic to the CSR research, scholars have found that institutional distance
between developed and developing economies are likely to result in different CSR implications and
outcomes [46].

This study proposes a negative moderating effect of institutional distance on the relationship
between the target’s CSR and the cross-border acquisition premium. First, institutional distance may
affect the acquirer’s managerial evaluation of the target firm’s CSR. As the institutional theory suggests,
institutional distance increases the difficulty for the management team of a foreign acquiring firm
to understand the institutional and legal requirements of the host country where a target firm is
embedded [42]. Any socially responsible firm must conform to the formal institutions such as laws and
government regulations. A target firm’s CSR reputation is actually an outcome of the interplay between
the focal firm and its embedded institutions. As institutional distance increases, the acquirer may not
be able to accurately and objectively evaluate the target’s CSR because the former’s understanding is
constrained by its own institutional environment. Therefore, a good CSR practice implemented by
the target firm in the host country may serve no purpose in the eyes of the foreign acquirer. Previous
studies have found that the macro institutional environment in a country strongly affects the effect of
CSR practices [47]. For example, while most research suggests that charitable donation be positively
related to a firm’s financial performance, this effect depends on the level of economic development in
a specific country [48]. Similarly, scholars have found that the positive relationship between corporate
philanthropy and a firm’s financial performance is stronger in developed countries than in developing
countries because firms have higher visibility and transparency in developed countries [49]. These
findings provide some evidence on the changeable value of CSR performance.

Second, institutional distance may negatively affect the acquirer’s capability to learn and integrate
the target firm’s CSR practices. Even if the acquirer appreciates the target’s commitments to CSR
and regards CSR as a strategic asset, it takes more time and costs to understand how the target’s
CSR functions in a specific institutional environment. It is even more difficult to transfer certain
CSR practices into other countries where formal institutions are heterogeneous. For example, after
Unilever acquired Ben and Jerry’s in 2000, Ben and Jerry’s CSR performance actually declined and
its socially-oriented corporate culture was weakened to some extent. Part of the reason is related to
the difference of their organizational structures which must conform to their respective institutional
requirements [50]. Even though this acquisition case was regarded as successful by the relevant
stakeholders, and both parties spent a huge amount of time and costs to learn from each other and
integrate their CSR practices.
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In sum, institutional distance increases the difficulty of CSR evaluation before acquisition, and
enlarges the costs of CSR integration after acquisition. Therefore, the acquirer’s managers are less
likely to offer a higher price for a target’s CSR as institutional distance rises up.

H2: Institutional distance negatively moderates the relationship between the target firm’s CSR
and the cross-border acquisition premium.

3.2.2. The Moderating Role of Cultural Distance

National culture is an external manifestation of the normative pillar of an institutional
environment and presents a collection of informal institutions [41]. Cultural distance between countries
plays a crucial role in determining organizational strategies and actions in international contexts,
including entry mode choice, geographic diversification, and location selection [51]. Existing literature
on cultural distance indicates that when entering a culturally distant market, the costs of understanding,
communication, and control tend to rise up. Furthermore, given the dissimilarity in social norms,
values, and institutions conflicts between organizations are more likely to emerge [52]. Facing all
these uncertainties and complexities, managers may become less confident in decision making. These
barriers tend to cause a negative impact of cultural distance on international performance.

This study extends previous work by looking into the moderating role of cultural distance on the
relationship between the target firm’s CSR and the cross-border acquisition premium. Since cultural
distance causes difficulty in mutual understanding, communication, and post-acquisition integration,
we expect that such a moderation effect be negative and influential.

When acquiring a culturally distant target firm, it may be difficult for the acquirer to fully
comprehend the target’s values and norms, which are partly embedded in its CSR orientation, routines,
and practices. Literature shows that cultural distance results in a lower level of perceived similarity
and empathetic responses [53]. Consequently, the acquirer is very likely to underestimate the real value
of the target’s CSR due to cultural distance. Furthermore, cultural distance forms a strong barrier for
effective communication between the acquirer and the target owing to different communication styles
and managerial cognitions. As a result, the target firm’s managers may be unable to convey a full set of
its CSR practices and experiences to the acquirer. This may cause the acquirer to miscalculate the value
of the target’s CSR. In addition, literature shows that cultural distance complicates the post-acquisition
integration process, which may account for the high failure rate of cross-border M&As [41]. Without
full understanding of the target’s CSR knowledge and capability, and effective communication between
both parties, it is very likely that the acquirer fails to transfer and integrate the target’s CSR practices.

In summary, cultural distance impedes mutual understanding, communication, and effective
integration in the setting of cross-border M&As, which can reduce managers’ confidence and lead to
more conservative decisions [54]. Thus, we propose the following hypothesis:

H3: Cultural distance negatively moderates the relationship between the target firm’s CSR and
the cross-border acquisition premium.

3.2.3. The Moderating Role of the Number of Fellow Acquisitions

The cognitive pillar of institutions reflects the general knowledge and understandings of a given
institutional environment [55]. Different from the regulative and normative pillars, the cognitive pillar
emphasizes the importance of sensemaking of the nature of reality when facing a highly uncertain and
complex environment [56]. Under this situation, corporate managers tend to mimic other organizations’
choices and actions that are regarded as legitimate and are taken for granted [39]. As a result, the
cognitive pillar induces firms to imitate well-accepted routines and become more homogeneous. In the
context of cross-border acquisitions, managers from the acquiring firm may face high uncertainty
due to the distance issue and the liability of foreignness [57]. In order to reduce uncertainty and gain
support from stakeholders, these managers may resort to other firms from the same home country
who have already initiated acquisitions in the same host country. Thus, these ‘fellow acquisitions’ may
have an impact on a focal firm’s acquisition decisions.
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This study argues that the acquirer’s decision on its bidding price and acquisition premium may
be subject to the cognitive maps of top managers [39], which could be influenced by the strategic
choices taken by fellow acquirers. More specifically, we propose a negative moderating effect of
the number of fellow acquisitions on the linkage between the target firm’s CSR and the acquisition
premium due to the following two reasons. First, when the number of fellow acquisitions in a host
country increases, it is more convenient for a focal firm to collect information from fellow acquirers
about the target firm and the host country’s institutional environment [58], which leads to a more
accurate assessment of the target’s assets, including the value of its CSR.

Second, as more fellow firms conduct acquisitions in the same host country, the agglomeration
effect emerges whereby a focal firm can gain more recognition and legitimacy from local stakeholders.
Accordingly, there is no need for the acquirer to purchase a target’s CSR as a strategic asset for the
purpose of legitimacy. In other words, the value of the target’s CSR asset decreases as the acquirer’s
own legitimacy rises up.

Taken together, this study expects that, as the number of fellow acquisitions increases, the positive
linkage between the target firm’s CSR and the cross-border acquisition premium will be weakened.

H4: The number of fellow acquisitions negatively moderates the relationship between the target
firm’s CSR and the cross-border acquisition premium.

Figure 1 summarizes the theoretical framework proposed by this study.
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Figure 1. Research Model.

4. Research Methodology

4.1. Data and Sample

This study explores the relationship between a target firm’s CSR, institutional factors, and the
cross-border acquisition premium. To test the above hypotheses, we relied mainly on two databases
for collecting our sample and relevant information on CSR and acquisition activities: The Kinder,
Lydenberg, Domini (KLD) database and the Securities Data Corporation (SDC) database. The KLD
dataset has a history of more than 20 years, and covers the social performance of more than 3000
firms in the world. It has become a well-accepted source of measuring CSR in the academic field [59].
The SDC database provides information on M&As across the world and is a major source of global
M&A activities. We first selected a sample of cross-border M&As from 1991 to 2016 from the SDC
database whose target firms were publicly listed in the stock markets before acquisition. This selection
criterion was applied because only publicly traded firms disclose the acquisition premium paid by
the acquirer. The initial sample included 5056 cross-border acquisition cases. Second, we matched the
acquisition cases derived from the SDC with the KLD database on the premise that the target firm
also appeared in the KLD database. This step reduced our sample to 775 transaction deals. Third, we
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complemented the deal information with both parties’ financial data extracted from the Compustat
Global database and Bureau van Dijk Osiris (BvD) databases. Eventually, a total of 252 observations
were maintained after removing the missing values. This final sample consisted of 198 acquiring firms
and 242 target firms.

Table 1 presents the basic information of sample distribution across years and countries. As shown
in Panel A of Table 1, international acquirers mainly came from United Kingdom, Canada, France,
Japan, and Switzerland. Panel B shows that the majority of target firms were located in the United
States. Panel C indicates that after 2003 global M&As were more active than before.

Table 1. Sample distribution.

Panel A: Distribution of the Sample by Acquirer Nation (/Region)

Nation Number of Deal Percentage of Sample

Argentina 2 0.79%
Australia 4 1.59%
Belgium 2 0.79%

Brazil 4 1.59%
Canada 44 17.46%

Chile 1 0.40%
China 7 2.78%

Denmark 4 1.59%
Finland 2 0.79%
France 22 8.73%

Germany 13 5.16%
India 2 0.79%
Italy 5 1.98%

Japan 20 7.94%
Mexico 5 1.98%

Netherlands 17 6.75%
Norway 2 0.79%

Puerto Rico 2 0.79%
Singapore 2 0.79%

South Korea 8 3.17%
Spain 8 3.17%

Sweden 8 3.17%
Switzerland 20 7.94%

United Kingdom 47 18.65%
United States 1 0.40%

Total 252 100.00%

Panel B: Distribution of the Sample by Target Nation (/Region)

Nation Number of Deal Percentage of Sample

Belgium 1 0.40%
Canada 1 0.40%
Finland 1 0.40%
France 2 0.79%

Netherlands 1 0.40%
South Africa 1 0.40%

United Kingdom 1 0.40%
United States 244 96.83%

Total 252 100.00%
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Table 1. Cont.

Panel C: Distribution of the Sample by Year

Year Number of Deal Percentage of Sample

1993 2 0.79%
1994 1 0.40%
1995 2 0.79%
1996 3 1.19%
1997 1 0.40%
1998 4 1.59%
1999 5 1.98%
2000 7 2.78%
2001 2 0.79%
2002 2 0.79%
2003 7 2.78%
2004 17 6.75%
2005 18 7.14%
2006 29 11.51%
2007 30 11.90%
2008 16 6.35%
2009 7 2.78%
2010 20 7.94%
2011 11 4.37%
2012 16 6.35%
2013 10 3.97%
2014 20 7.94%
2015 22 8.73%
Total 252 100.00%

4.2. Measures

4.2.1. Dependent Variable

Cross-border acquisition premium was measured by the percentage difference between the
foreign acquiring firm’s offer price and the target firm’s pre-acquisition market value. Following
Malhotra et al. [60] and Guo et al. [61], we used a target firm’s market value four weeks prior to
the date of the deal announcement reported in the SDC database. Reuer et al. [62] argued that the
four-week time lag is appropriate because it is neither too far away from the announcement date to
cause value deviation, nor too close to cause confusion. In our sample, all target firms belonged to the
top 3000 companies in the US stock market, and more than 70% of deals observed positive cross-border
acquisition premiums. This finding is similar to the results of Moeller et al. [63] who found that firm
size is positively related to acquisition premiums.

4.2.2. Independent Variable

This study’s major explanatory concept is the target firm’s CSR. Since the KLD database has been
widely used in CSR research, we decided to create a proxy for the target’s CSR using the information
extracted from the KLD database. The KLD database evaluates a firm’s CSR performance along
three major areas: Environment, society, and corporate governance. Seven first-level dimensions are
covered, including community, corporate governance, diversity, human rights, employee, product,
and environment. The second-level dimensions consist of 81 items, each having a binary value as 0
or 1. Overall, the KLD database divides measures into two groups: Strengths and concerns. Following
El Ghoul et al. [64] and Jha and Cox [65], we calculated the difference between strength scores and
concern scores as the measure for each first-level dimension. We summed up, the seven first-level
dimensions’ scores to obtain an overall CSR index for a firm in a given year. Finally, to reduce the
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effect of annual variation, we took the average of three-year CSR scores before the acquisition as the
proxy for a target firm’s CSR.

4.2.3. Moderating Variables

This study measured institutional distance by the indicators from the PRS Group’s International
Country Risk Guide (ICRG). The ICRG evaluates a country in terms of government stability,
socioeconomic conditions, investment profile, internal conflict, eternal conflict, corruption, military in
politics, religious tensions, law and order, ethnic tensions, democratic accountability, and bureaucracy
quality. This ICRG is well accepted in previous literature because it provides comprehensive assessment
of a specific country and is convenient for scholars to compare countries on an annual basis [41,66].
We measured institutional distance as the difference in ICRG scores between the home country and the
host country.

Cultural distance refers to the cultural difference between the home country of acquirer and the
home country of the target, which is derived from the Hofstede database. We chose the Hofstede
database as our primary measure because of its validity and acceptability. Hofstede measures a nation’s
culture along six orthogonal dimensions: Power distance, individualism, masculinity, uncertainty
avoidance, long-term orientation, and indulgence [67]. This study adopted the method from Kogut
and Singh and measured the cultural distance as follows [68]:

Cultural distance =

√√√√ 6

∑
i=1

(SAi − STi)
2/6

where SAi is the cultural score of the acquirer’s home country on dimension i, and STi is the cultural
score of the target’s home country on dimension i.

The number of fellow acquisitions affects the acquirer’s cognitive understanding of the host
country’s institutional environment. Researchers find that acquirers tend to imitate other firms from
the home country when they conduct cross-border M&As [69]. Following Ang et al. [58], we used
the number of fellow acquisitions to capture such a cognitive effect. More specifically, the number of
fellow acquisitions was measured by the count of acquisitions conducted by firms from the same home
country in the same host country during a five-year period prior to a specific deal [58]. We took the
natural logarithm of the number of fellow acquisitions to reduce the skewness. This information was
obtained by matching the data of cross-border M&A from 1986 to 2015 in the SDC database.

4.2.4. Control Variables

This study controlled for a list of variables that might influence the decision on cross-border
acquisition premiums. At the firm level, we included acquirer size, target size, acquirer performance,
target performance, and target’s leverage ratio as control variables. At the deal level, the number of
bidders and cash payment were included in our model.

Acquirer size. The size of the acquiring firm may influence the acquisition premium in two ways:
First, large firms possess greater bargaining power in negotiation; and second, large firms typically
own more financial resources to pay for the target. We measured acquirer size by taking the natural
logarithm of the number of employees of the acquirer in the year before the acquisition event.

Target size. Empirical evidence suggests that the target firm’s size is related to cross-border M&A
premiums [63]. Accordingly, we measured target size by taking the natural logarithm of the number of
employees of the target firm in the year before the acquisition event.

Acquirer performance and target performance. We applied the return on assets (ROA) to measure
both parties’ performance, which was measured one year ahead of the acquisition event.

Target’s leverage ratio. Leverage ratio is a common proxy for financial risk, which may affect the
bidding price [70]. To control for such a potential effect, we used the ratio of total liabilities to total
assets to measure the target firm’s leverage ratio [71].
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Number of bidders. Extant research shows a positive linkage between number of bidders and
acquisition premiums [72], indicating that competition will boost up the bidding price. Accordingly,
this study controlled this effect by including the number of firms that participated in the bidding for
the same target firm.

Cash payment. The type of payment may play an important role in cross-border M&As [73]. In
particular, cash payment is the most simple payment method with a high-speed settlement, which is
more preferable to stock swap. We used the proportion of cash payment in the deal value to measure
this variable.

Target firm’s nation. A dummy variable was created to indicate whether a target firm’s home
country was the United States or not, with one indicating that the target firm came from the United
States, and zero indicating from other countries.

Industry relatedness. Whether the acquirer is in the same industry as the target firm may affect the
former’s capability to evaluate accurately [74,75]. Therefore, this study included industry relatedness
as a control variable. We applied the first two-digit Standard Industry Classification (SIC) codes as the
proxy for industry sectors. Industry relatedness was treated as one when two transaction parties had
the same SIC codes, and 0 otherwise.

In addition, we also controlled for year effects because the hotness of acquisition market fluctuates
across time. So each year was included into the analysis as a dummy variable, and 2015 was the
reference year.

4.3. Model Estimation

Since the cross-border acquisition premium was measured as a continuous variable, we applied
the Ordinary Least Square (OLS) regression model to test our hypotheses. Formula 1 aims to test the
impact of the target firm’s CSR on the cross-border acquisition premium, and formula 2 is used to test
the moderating effect of institutional distance, cultural distance, and the number of fellow acquisitions.

Premium = β0 + β1CSR + γControls + ε (1)

Premium = β0 + β1CSR + β2CSR ∗ INS + β3CSR ∗ CUL + β4CSR ∗ NUM + γControls + ε (2)

where CSR refers to the target firm’s CSR; Controls refers to control variables; INS refers to institutional
distance; CUL refers to cultural distance; NUM refers to the number of fellow acquisitions; and ε is the
residual term.

5. Empirical Result

5.1. Descriptive Statistics and Correlation Analysis

Table 2 presents the descriptive statistics and correlations for the variables in our study. As is seen
in this table, all correlation coefficients are well below the commonly used cut-off threshold of 0.7, and
an examination of the variance inflation factor (VIF) values showed that all values are well below 3,
thus multicollinearity is not a serious issue in this study. We also noticed that the correlation between
the target firm’s CSR and the cross-border acquisition premium is positive and marginally significant
(p < 0.1), suggesting that a target firm’s CSR has a positive influence on the premium.
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Table 2. Descriptive Statistics and Correlations.

Variable Mean S.D. Min Max 1 2 3 4 5 6 7 8 9 10 11 12 13 14

1. Cross-border acquisition premium 0.209 0.728 −0.997 5.328 1.000

2. Target firm’s CSR 0.042 3.782 −11.835 18.165 0.021 * 1.000

3. Institutional distance 0.034 0.705 −1.820 1.795 −0.129 * 0.023 1.000

4. Cultural distance −0.163 1.285 −1.562 3.347 −0.165 * −0.003 −0.035 1.000

5. Number of fellow acquisitions 0.105 1.488 −5.314 1.896 0.133 * 0.023 0.019 −0.616 *** 1.000

6. Acquirer size 9.838 1.681 4.443 13.212 −0.041 −0.019 0.015 −0.041 −0.029 1.000

7. Target size 7.772 1.754 3.714 12.049 −0.161 * 0.081 0.008 0.047 −0.040 0.323 *** 1.000

8. Acquirer performance −0.013 0.054 −0.484 0.142 0.059 −0.074 0.022 −0.033 0.017 0.114 * −0.150 *** 1.000

9. Target performance −0.077 1.098 −17.063 0.577 0.092 0.083 0.125 ** −0.092 −0.019 0.017 0.058 −0.014 1.000

10. Target firm’s leverage ratio 5.466 11.506 0.032 151.205 0.156 * −0.070 −0.079 −0.114 * 0.029 0.091 −0.120 *** −0.025 −0.003 1.000

11. Number of bidders 1.067 0.281 1.000 3.000 0.087 −0.073 0.043 −0.054 0.007 −0.149 ** 0.026 −0.118 * 0.020 0.043 1.000

12. Cash payment 71.105 41.641 0.000 100.000 0.215 * 0.021 −0.018 0.017 −0.009 0.106 * −0.187 *** −0.031 0.134 *** 0.040 −0.072 1.000

13. Target firm’s nation 0.968 0.176 0.000 1.000 0.072 −0.036 −0.061 −0.016 0.198 ** −0.047 −0.182 ** 0.099 −0.051 0.108 0.044 0.060 1.000

14. Industry relatedness 0.313 0.687 0.000 1.000 0.039 −0.071 −0.002 −0.036 0.132 * −0.161 * 0.021 −0.088 0.081 0.019 0.071 −0.083 −0.074 1.000

Note: N = 252; * p < 0.1; ** p < 0.05; *** p < 0.01.
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5.2. Hypothesis Testing

Table 3 presents the outcome of the OLS regression on cross-border acquisition premiums. Model
1 of Table 3 only includes control variables that might have an influence on the decision of acquisition
premiums. As shown in Model 1, the effect of institutional distance is negative and significant,
indicating that acquirers are less likely to pay high premiums when institutional distance between two
parties is high. The effects of cultural distance and the number of fellow acquisitions are not significant.
According to Sharma et al.’s [76] typology of moderator classification, institutional distance is a
quasi-moderator, while cultural distance and the number of fellow acquisitions are pure-moderators.

Table 3. Ordinary Least Squares Regression Results of Hypotheses.

Model 1 Model 2 Model 3 Model 4 Model 5 Model 6

Constant
−0.112 −0.104 −0.078 −0.088 −0.132 −0.167
(0.563) (0.566) (0.568) (0.563) (0.568) (0.560)

Acquirer size −0.043 −0.043 −0.044 −0.038 −0.044 −0.037
(0.035) (0.035) (0.035) (0.035) (0.035) (0.035)

Target size −0.027 −0.026 −0.028 −0.031 −0.026 −0.040
(0.037) (0.037) (0.037) (0.037) (0.037) (0.036)

Acquirer performance 1.592 * 1.589 * 1.604 * 1.519 * 1.589 * 1.474 *
(0.832) (0.834) (0.836) (0.832) (0.836) (0.824)

Target performance 0.032 0.032 0.026 0.044 0.033 0.047
(0.042) (0.042) (0.043) (0.042) (0.042) (0.043)

Target firm’s leverage ratio 0.071 *** 0.070 *** 0.069 *** 0.075 *** 0.069 *** 0.067 **
(0.020) (0.020) (0.020) (0.020) (0.021) (0.020)

Number of bidders
0.222 0.218 0.219 0.202 0.232 0.266 *

(0.163) (0.164) (0.164) (0.164) (0.166) (0.164)

Cash payment 0.004 *** 0.004 *** 0.004 *** 0.004 *** 0.004 *** 0.004 ***
(0.001) (0.001) (0.001) (0.001) (0.001) (0.001)

Target firm’s Nation −0.006 −0.003 −0.004 −0.034 0.022 0.075
(0.274) (0.275) (0.276) (0.275) (0.279) (0.281)

Industry relatedness 0.055 0.056 0.060 0.069 0.054 0.060
(0.100) (0.100) (0.101) (0.100) (0.101) (0.275)

Institutional distance
−0.151 ** −0.151 ** −0.145 ** −0.146 ** −0.152 ** −0.139 *

(0.063) (0.063) (0.064) (0.063) (0.064) (0.063)

Cultural distance
−0.034 −0.034 −0.034 −0.032 −0.035 −0.031
(0.046) (0.046) (0.046) (0.046) (0.046) (0.045)

Number of fellow acquisitions 0.027 0.026 0.025 0.025 0.026 0.022
(0.041) (0.042) (0.041) (0.041) (0.041) (0.040)

Target firm’s CSR 0.003 * 0.001 * 0.005 * 0.002 * 0.002 *
(0.012) (0.013) (0.012) (0.012) (0.013)

Target firm’s CSR×
Institutional distance

−0.012 −0.023 **
(0.018) (0.019)

Target firms’ CSR× Cultural
distance

−0.017 ** −0.037 ***
(0.010) (0.013)

Target firm’s CSR× Number of
fellow acquisitions

−0.006 −0.029 **
(0.009) (0.012)

Year fixed fixed fixed fixed fixed fixed

F-value 2.57 2.64 2.67 2.72 2.69 2.74

R2 0.287 0.295 0.295 0.297 0.296 0.317

Adjusted R2 0.175 0.177 0.177 0.179 0.179 0.195

Note: N = 252; * p < 0.10; ** p < 0.05; *** p < 0.01.
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Model 2 adds the key explanatory variable Target CSR to Model 1 to test H1. It turns out that
the coefficient of Target firm’s CSR is positive and marginally significant (p < 0.1), suggesting that a
target’s CSR has a positive relationship with the cross-border acquisition premium. Such a positive
effect is consistent across models 2–6. As Model 6 shows, the regression coefficient of the target firm’s
CSR is 0.002 (p < 0.1); so when the target firm’s CSR is increased by one unit, the acquisition premium
will rise by 0.2%. Thus, H1 is marginally supported in this study.

Models 3–6 aims to test the moderating effect of three institutional factors. Models 3–5 added three
interaction terms, respectively, to Model 2, while Model 6 includes all terms simultaneously. This study
reported the final results based on the full model (Model 6). Overall, Model 6 significantly improved
the explanatory power of Model 2 as the R-squared value was increased by 0.022, indicating the
existence of the moderating effects. H2 proposes a negative moderating effect of institutional distance
on the relationship between the target firm’s CSR and the cross-border acquisition premium. As shown
in Model 6, the coefficient of the interaction term between the target firm’s CSR and institutional
distance is negative and statistically significant (p < 0.05), which extends support for H2. We further
illustrated this moderation effect in Figure 2. We defined high and low-levels of institutional distance
based on one standard deviation above and below the mean of the distance variable, which was a
definition commonly used by researchers [77]. The figure shows that when institutional distance is
high, the linear relationship between the target firm’s CSR and the cross-border acquisition premium
becomes negative; on the other hand, when the institutional distance is low, the positive relationship
between the target’s CSR and the cross-border acquisition premium emerges. Thus, institutional
distance does influence managerial perceptions of the value of the target’s CSR and their decision on
the acquisition premium.

Sustainability 2019, 11, x FOR PEER REVIEW 15 of 22 

levels of institutional distance based on one standard deviation above and below the mean of the 463 

distance variable, which was a definition commonly used by researchers [73]. The figure shows that 464 

when institutional distance is high, the linear relationship between the target firm’s CSR and the 465 

cross-border acquisition premium becomes negative; on the other hand, when the institutional 466 

distance is low, the positive relationship between the target’s CSR and the cross-border acquisition 467 

premium emerges. Thus, institutional distance does influence managerial perceptions of the value of 468 

the target’s CSR and their decision on the acquisition premium. 469 

  470 

Figure 2. H2—Moderating effect of institutional distance on the relationship between the target firm’s 471 
corporate social responsibility and the cross-border acquisition premium. 472 

H3 predicts a negative moderating effect of cultural distance on the relationship between the 473 

target firm’s CSR and the cross-border acquisition premium. In Model 6, the coefficient of the 474 

interaction term is negative and statistically significant (p < 0.01), providing support for H3. Figure 3 475 

illustrates this moderating effect. Similarly, when cultural distance is high, the relationship between 476 

the target’s CSR and the cross-border acquisition premium becomes negative; the positive 477 

relationship only exists when cultural distance is low. 478 

  479 

Figure 3. H3—Moderating effect of cultural distance on the relationship between the target firm’s 480 
corporate social responsibility and the cross-border acquisition premium. 481 

In H4, we predicted a negative moderating effect of the number of fellow acquisitions on the 482 

relationship between the target’s CSR and the cross-border acquisition premium. It turns out in 483 

Model 6 that the coefficient of the interaction term is negative and statistically significant (p < 0.05), 484 

Figure 2. H2—Moderating effect of institutional distance on the relationship between the target firm’s
corporate social responsibility and the cross-border acquisition premium.

H3 predicts a negative moderating effect of cultural distance on the relationship between the target
firm’s CSR and the cross-border acquisition premium. In Model 6, the coefficient of the interaction
term is negative and statistically significant (p < 0.01), providing support for H3. Figure 3 illustrates
this moderating effect. Similarly, when cultural distance is high, the relationship between the target’s
CSR and the cross-border acquisition premium becomes negative; the positive relationship only exists
when cultural distance is low.
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Figure 3. H3—Moderating effect of cultural distance on the relationship between the target firm’s
corporate social responsibility and the cross-border acquisition premium.

In H4, we predicted a negative moderating effect of the number of fellow acquisitions on the
relationship between the target’s CSR and the cross-border acquisition premium. It turns out in Model
6 that the coefficient of the interaction term is negative and statistically significant (p < 0.05), thus
supporting H4. We illustrate this moderating effect in Figure 4. The figure shows that when the
number of fellow acquisitions is small, the slope of the linear relationship is positive, suggesting a
more prominent effect of the target’s CSR on the premium; however, when there is a large number of
fellow acquisitions, such a relationship becomes negative.
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target firm’s corporate social responsibility and the cross-border acquisition premium.

5.3. Robustness Test

To assure the robustness of our statistical findings, we applied a different proxy to measure the
target firm’s CSR. Following Deng et al. [10], we first weighted the strength/concern scores by the
number of indicators for strength/concern for each first-level dimension; then we summed up the
weighted strength/concern scores for all seven dimensions. Thus, a target firm’s annual CSR score
is the difference between the total strength score and the total concern score. Finally, we took the
average of three-year CSR scores before acquisition as the final measure for the target firm’s CSR. As
shown in Table 4, major findings remained the same in terms of the sign and significance of regression
coefficients, which further corroborates our arguments on the relationship between a target firm’s CSR,
institutional factors, and cross-border acquisition premiums.
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Table 4. Results of robustness test for hypotheses.

Model 1 Model 2 Model 3 Model 4 Model 5 Model 6

Constant
–0.112 –0.121 –0.112 –0.070 –0.118 –0.062
(0.563) (0.566) (0.569) (0.564) (0.567) (0.566)

Acquirer size –0.043 –0.043 –0.044 –0.046 –0.043 –0.043
(0.035) (0.035) (0.035) (0.035) (0.036) (0.035)

Target size –0.027 –0.026 –0.026 –0.027 –0.024 –0.031
(0.037) (0.037) (0.036) (0.037) (0.037) (0.037)

Acquirer performance 1.592 * 1.573 * 1.572 * 1.595 * 1.575 * 1.576 *
(0.832) (0.838) (0.840) (0.835) (0.840) (0.835)

Target performance 0.032 0.038 0.032 0.042 0.033 0.047
(0.042) (0.042) (0.042) (0.042) (0.040) (0.043)

Target firm’s leverage ratio 0.071 *** 0.071 *** 0.073 *** 0.078 *** 0.072 ** 0.079 **
(0.020) (0.027) (0.021) (0.021) (0.020) (0.021)

Number of bidders
0.222 0.222 0.224 0.177 0.220 0.189 *

(0.163) (0.163) (0.164) (0.164) (0.165) (0.166)

Cash payment 0.004 *** 0.004 *** 0.005 *** 0.004 *** 0.003 *** 0.005 ***
(0.001) (0.001) (0.003) (0.001) (0.001) (0.001)

Target firm’s Nation –0.006 –0.004 –0.003 –0.019 –0.004 –0.033
(0.274) (0.275) (0.276) (0.274) (0.276) (0.274)

Industry relatedness 0.055 0.057 0.054 0.074 0.056 0.076
(0.100) (0.100) (0.101) (0.101) (0.101) (0.101)

Institutional distance
–0.151 ** –0.150 ** –0.153 ** –0.147 ** –0.150 ** –0.156 **
(0.063) (0.063) (0.064) (0.063) (0.064) (0.064)

Cultural distance
–0.034 –0.033 –0.033 –0.024 –0.029 –0.026
(0.046) (0.046) (0.042) (0.046) (0.047) (0.046)

Number of fellow acquisitions 0.027 0.027 0.024 0.026 0.029 0.020
(0.041) (0.041) (0.043) (0.041) (0.041) (0.041)

Target firm’s CSR 0.030 * 0.022 * 0.035 ** 0.029 * 0.039 *
(0.131) (0.138) (0.132) (0.131) (0.140)

Target firm’s CSR×
Institutional distance

–0.038 * –0.066 *
(0.197) (0.217)

Target firms’ CSR× Cultural
distance

–0.161 * –0.280 **
(0.095) (0.128)

Target firm’s CSR× Number of
fellow acquisitions

–0.010 −0.196 *
(0.098) (0.140)

Year fixed fixed fixed fixed fixed fixed

F-value 2.57 2.60 2.63 2.64 2.62 2.74

R2 0.287 0.292 0.295 0.296 0.294 0.303

Adjusted R2 0.175 0.177 0.178 0.179 0.177 0.185

Note: N = 252; * p < 0.10; ** p < 0.05; *** p < 0.01.

In addition, we converted the operationalization of three institutional factors from continuous
measures to categorical ones. More specifically, we recalculated the value of each moderator as one
if the original value was above or equal to its mean, and as zero if below its mean. The sign and
significance of the regression coefficients of key variables remained almost the same, thus providing
further support for our hypotheses.

6. Discussion and Conclusions

The aim of this study was to investigate how a target firm’s CSR affects the acquisition premium
in the setting of cross-border M&As. Building upon the resource-based view, this study regarded the
target’s CSR as a strategic asset and proposed a positive impact of the target’s CSR on the cross-border
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acquisition premium. Furthermore, this study took into consideration the country differences in
cross-border M&As, and proposed that three institutional factors—institutional distance, cultural
distance, and the number of fellow acquisitions—negatively moderate the relationship between the
target’s CSR and the cross-border acquisition premium.

Based on a sample of 252 cross-border acquisition events, this research has shown that a
foreign acquirer is willing to pay more for a socially responsible target firm. As the target’s CSR
performance increases, its acquirer tends to bid higher for such an intangible strategic asset. Therefore,
this study provides some empirical evidence that CSR does matter in the context of cross-border
M&As. This study also shows that the effect of the target’s CSR on the cross-border acquisition
premium is contingent on the particular institutional environment that both parties are embedded
in. The multivariate regression analysis shows that all three institutional factors have significant and
negative moderating effects on the main relationship. Thus, an acquirer’s preference for its target’s
CSR vary across different institutional environments. When the institutional and cultural distances
between two parties rise up, the acquirer’s managers hesitate to pay extra value for CSR; similarly,
when the number of fellow acquisitions in the host country is high, such a positive relationship also
becomes weakened to some extent. The findings from this study make several contributions to the
current literature. First, it extends our understanding of the role of CSR in the global setting. Most
of the literature on the role of CSR is confined to domestic domains where country-level institutions
remain constant cross firms [53,78]. While extant research generally admits that domestic institutions
have an impact on corporate decisions, the institutional heterogeneity across countries has not been
fully studied yet. This work is one of the few attempts that directly examines the role of CSR in the
global environment by considering corporate responses to institutional heterogeneity. The findings of
this study show that all regulative, normative, and cognitive pillars significantly influence managerial
perceptions and evaluations of CSR, which conforms to the logics of institutional theory.

In addition, the present study extends our knowledge of the relationship between CSR and
cross-border acquisition. While previous research has explored the impact of CSR on acquisition
performance indicators such as the possibility of completion and the speed of fulfillment [10], the
linkage between the target’s CSR and the acquisition premium remains a puzzle. This study fills in
this research gap by directly testing how the target’s CSR affects the cross-border acquisition premium.
The empirical findings add to the growing body of research that highlights the influence of CSR on
managerial decisions.

Finally, this study provides some insights on how a target firm’s CSR affects its acquirer’s
decision on the bidding price and acquisition premium. Before this study, evidence of the role of a
target’s CSR on acquisitions is mainly anecdotal. Existing literature primarily attend to the CSR of
the acquiring party, arguing that a socially responsible acquirer is more likely to gain support from
external stakeholders, and achieve a better acquisition performance [10,22]. Though an acquisition
deal involves both the acquirer and the target, few scholars have explicitly examined how the target’s
CSR relates to the acquisition outcome. Thus, this study provides some empirical evidence to answer
this question.

This study also offers some practical insights for corporate managers. First, a socially responsible
target firm should ask for higher premiums from potential bidders, and achieve higher market gains for
its existing shareholders. Good CSR performance and high social status are the outcome of long-term
investments by current shareholders. Thus, managers from the target firm cannot underestimate the
value of CSR and hurt its shareholders’ benefits. Second, to help an acquirer accurately assess the value
of CSR performance, a target firm’s managers need to think about how to disclose its CSR information
efficiently and effectively. Previous literature suggests that one possible way is to voluntarily adopt a
web-based CSR reporting system, which can improve the CSR transparency between the acquirer and
the target [79,80]. Finally, our empirical findings suggest that in a cross-border acquisition, a target
firm with high CSR performance choose a foreign acquirer from similar institutions because this helps
maximize the target’s CSR value.
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While this study offers some important insights on the relationship between a target firm’s CSR,
institutional factors, and cross-border acquisition premiums, there exist several limitations that future
research can improve on. First, this study only selected target firms publicly listed in the stock markets
in order to measure acquisition premiums. This limited most of our sampled cases to large-scale firms.
Thus, the empirical findings must be interpreted with caution because they may not be applicable to
small-scale firms. Future research can include small and medium-sized firms into the sample. Second,
this study thought of CSR as a single construct and applied one composite indicator to measure
it. However, CSR covers multiple dimensions that may exert differential influences on acquisition
premiums. Future research can explore how each dimension of a target’s CSR affects the acquirer’s
decision on bidding price. Finally, this study mainly focused on the role of one party’s CSR in an
acquisition deal; however, any acquisition transaction involves at least two parties. It would be more
meaningful for future research to consider both parties’ CSR simultaneously and test how the CSR
distance of both parties influences the acquisition premium. Notwithstanding these limitations, this
study offers valuable insights into how a target firm’s CSR and the institutional factors work together
to determine the acquirer’s decision on cross-border acquisition premiums.
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