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What is this Study About?

The researchers investigate the occurrence and implications of restatements in corporate social
responsibility (CSR) reporting among Australian Securities Exchange 500 firms from 2004 to
2020. Specifically, it examines whether the inclusion of CSR performance measures in CEO
compensation contracts influences the likelihood and direction of CSR restatements, aiming to
determine if these restatements are driven by deliberate bias to enhance reported performance or
by improvements in measurement accuracy.

What are the major findings of the study?

Firms that include CSR performance measures in CEO compensation contracts are more likely
to restate their CSR reports. These restatements often improve the comparative performance of
the firm, suggesting that bias, rather than error, is the driving force behind them. This tendency
is particularly pronounced in social CSR performance measures, such as diversity and safety
metrics, rather than environmental measures. Additionally, CEOs receive higher short-term
incentives when restatements result in improved comparative performance, indicating a
potential motivation for biased reporting. The findings highlight a significant link between CSR
contracting and the manipulation of CSR performance data.

Why is the study important?

This study reveals potential manipulation in CSR reporting driven by executive compensation
incentives, questioning the reliability of CSR disclosures. It suggests that the current voluntary
and inconsistent nature of CSR reporting allows for significant managerial discretion,
potentially misleading stakeholders about a firm's true social and environmental impact. The
findings emphasize the need for regulatory standards and more robust CSR measurement
systems to ensure the accuracy and integrity of CSR reports. This research is critical for
policymakers, investors, and other stakeholders advocating for transparency and accountability
in corporate sustainability practices.
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