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Corporate Social Responsibility Report, the Impression Management and Accounting Performance
HUANG Yi-xiang, YAO Zheng
(School of Management, Zhejiang University, Hangzhou, Zhejiang, 310058, China)

Abstract; The extant literatures use the impression management theory in Social Psychology to study the infor-
mation disclosure of listed firms. The information disclosed by public firms is an important source for stakeholders to
have a clear picture of those public firms. Accordingly, the disclosed information becomes a main way for firms to
manage the stakeholders’ impression toward the firms. And some research has already focused on the impression
management in financial report.

In recent years, corporate social responsibility (CSR)is popular in the worldwide. Meanwhile, the number of
CSR reports is growing rapidly. The CSR reports mainly disclose the non-financial information and qualitative infor-
mation which is different from financial reports. CSR reports receive a large amount of attention from stakeholders
and play an essential role in capital market, which can be a supplement and explanation to financial performance in
financial reports. However, there are some serious issues emerging in CSR reports such as the high level of discre-
tion and a low degree of verifiability. And most of the CSR reports lack an independent assurance from third party,
which makes the reports susceptible to the quality.

Similar to the quality issues in financial reports like earnings management, the quality of CSR reports is also
very important, especially for public firms whose CSR reports are essential for stakeholders. At present, a key fac-
tor influencing the reliability of CSR reports is the impression management used by firms to improve their images in
stakeholders. Some literatures have also pointed out that there are cheap talk and window-dressing in CSR reports
which damage the quality of information in CSR reports.

The existing literatures provide much empirical evidence for us on impression management arising from ac-
counting performance in financial reports. As for the impression management in CSR reports, only a few papers ex-
plore the existence and manifestation of impression management. Few literature studies the level of impression man-
agement in CSR reports and its influencing factors as well as economic results. Based on stakeholder theory and the
maximum shareholder value theory, this paper argues that the accounting performance disclosed in financial report
should be a main incentive for managers to conduct impression management in CSR reports. And this phenomenon
would be more significant in highly polluted industry which CSR is paid more attention from outside stakeholders.

This article builds the regression models to analyze factors underlying the ratings for corporate social responsi-
bility (CSR)report and obtain the evaluation of the unexpected social responsibility disclosure level, which is used
to proxy the level of impression management in CSR report. And this paper also examines the impression manage-
ment’ s influential factors and its market reaction. The results show that firms with a lower level of accounting per-
formance is associated with a higher level of impression management in CSR report, which is more significantly
demonstrated in firms from heavily polluted industry. Further analysis reveals that this kind of impression manage-
ment helps firms gain a higher abnormal return as well as a higher evaluation of market on their accounting perform-
ance.

As the important means for stakeholders to gain the comprehensive knowledge of corporate social performance,
the CSR reports play a vital role in capital market. This article discusses the impression management due to ac-
counting performance in standalone CSR report which is issued following or meanwhile with financial report under
the mandatory disclosure policy for CSR report in Chinese capital market. This article contributes to extant research
in several ways. First, in general, the combination of CSR report and financial report can reflect the firm’ s per-
formance better and benefit stakeholders’ decision making. However, the results in this paper reveal that managers
may conduct the impression management in CSR report which will mislead the stakeholders’ reaction to the firm.
Second , the conclusion in the paper is also useful for the supervise departments. The regulators should focus on the
impression management due to accounting performance in CSR report and take some measures to reduce the nega-
tive impact of impression management on stakeholders. Third, the discovery of impression management in CSR re-
port also has some implications for future research, such as how to consider the impact of this phenomenon on re-
search results, how to get rid of the impression management in evaluating CSR disclosure level and so on.

Key Words: social responsibility report; impression management; accounting performance ; market evaluation
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