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ABSTRACT

This study examines whether the horizon structure (short-term vs. long-term) of incentives for a Chief Executive
Officer (CEO) influences their tendency toward integrated reporting practices. Drawing from alignment incentive
theory and using a sample from the United States, we find that providing CEOs with long-term incentives (stocks
and options) significantly increases the integration of economic, social, and environmental sustainability con-
siderations into their day-to-day decision-making. Conversely, our results show that short-term incentives (salary
and bonuses) have a significantly negative effect. These findings remain consistent when we separately examine
the influence of each component of CEO compensation on sustainability integration. Further analysis finds that
firm value creation is enhanced when CEOs are incentivized with long-term rewards through their engagement in
integrated reporting. However, when CEOs are incentivized with short-term rewards, value creation diminishes
due to a focus on immediate results rather than strategic decision-making. The analysis also shows that CEOs
with a long-term decision horizon tend to adopt integrated reporting, especially when incentivized with long-
term rewards, while short-term incentives reduce this tendency.

1. Introduction

Integrated reporting (IR) has emerged as a vital framework in
response to stakeholders’ growing demands for transparency and
accountability (Raimo et al., 2021). By merging financial information
with environmental, social, and governance (ESG) data, IR provides a
holistic image of an organization’s performance and long-term strategic
direction (Lee & Yeo, 2016; Obeng et al., 2021). This integrated
approach supports informed decision-making, strengthens stakeholder
trust, and demonstrates a firm’s commitment to sustainable and
responsible business practices (Obeng et al., 2021). These potential
benefits reinforce the need for further research into the key de-
terminants influencing the adoption of IR.

Existing literature has explored various determinants of IR, ranging
from board composition to industry-level and country-level governance
factors (Baboukardos et al., 2021; Esposito et al., 2023; Raimo et al.,
2021; Vitolla et al., 2020). Although CEOs play a significant role in

shaping organizational strategies (Zhou et al., 2021), the influence of
their compensation structure on a firm's decision to adopt IR remains
unclear. This highlights the need to further explore the factors that drive
CEO engagement in IR. According to Luo et al. (2021) and Wang et al.
(2016), major executive decisions, including those related to research
and development and resource allocation, are influenced by their impact
on executive compensation policies. Therefore, this study aims to
examine whether the horizon structure (short-term vs. long-term) of
CEO incentives influences their tendency toward IR practices.

In this regard, two theoretical perspectives are used to explain how
the horizon structure of CEO incentives may influence the adoption of
IR. Incentive alignment theory (Tosi et al., 1997) posits that long-term
compensation mechanisms, including stocks and options, can align
CEOs’ interests with those of shareholders and other stakeholders. CEOs
rewarded through long-term incentives are often more committed to
sustainable value creation, strategic innovation, and non-financial ob-
jectives, which include broader ESG considerations (Mazouz & Zhao,
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2019; Steinbach et al., 2017). The notion of managerial myopia, on the
other hand, suggests that short-term incentives encourage executives to
prioritize immediate earnings targets at the expense of long-term ini-
tiatives (Roychowdhury, 2006; Wu & Zhou, 2022). Empirical evidence
links short-term compensation with earnings management and reduced
spending on innovation (Dechow & Sloan, 1991), suggesting that such
incentives can undermine forward-looking strategies, including IR.
Consequently, distinguishing between short- and long-term CEO in-
centives is critical to understanding whether compensation structures
drive or prevent the adoption of IR.

Accordingly, using a sample of 17,816 firm-year observations in the
United States (US) market, we find that CEOs incentivized with long-
term rewards (i.e., stocks and options) are significantly more likely to
adopt IR, while short-term incentives (i.e., salary and bonus) negatively
impact sustainability integration. These results not only deepen the
discussion on the determinants of IR but also highlight the role of
incentive structures in shaping corporate disclosure. Further analysis
reveals that firm value is positively affected when CEOs are incentivized
with long-term incentives but negatively affected when CEOs are
incentivized with short-term incentives. The analysis also indicates that
CEOs with a long-term decision horizon, measured by a longer expected
tenure and relatively younger age, are more likely to engage in inte-
grated reporting. This relationship becomes more pronounced when
CEOs are rewarded with long-term incentives, while it weakens when
they receive short-term incentives. Thus, our findings confirm that
compensation structures focused on short-term rewards tend to
encourage myopic decision-making, whereas long-term incentives foster
strategic investments.

This study makes threefold contributions to the literature on CEO
compensation and firm disclosures. First, it contributes theoretically by
integrating incentive alignment theory with insights on CEO myopia,
offering a novel framework that explains how different compensation
structures influence managerial decision-making. In particular, it dem-
onstrates how long-term incentives can redirect executive focus toward
sustainable growth and the adoption of IR. Second, it provides an
empirical contribution by shedding light on the role of CEO incentives in
IR adoption. To the best of our knowledge, this study presents the first
empirical evidence that the horizon structure of CEO compensation,
particularly the distinction between long-term and short-term in-
centives, significantly influences the likelihood of adopting IR practices.
Finally, it contributes to the literature on corporate governance and
value creation by positioning IR as a strategic mechanism through which
CEO incentive structures influence firm value. It extends prior research
by establishing a link between executive compensation design and long-
term value creation through the adoption of IR, offering deeper insights
into how compensation policies can be structured to support sustainable
corporate outcomes.

The remainder of the study is structured as follows. Section 2 pro-
vides a literature review and discusses the theoretical background.
Section 3 focuses on hypothesis development, reviewing previous
literature, and formulating testable hypotheses. Section 4 outlines the
research design, including the sample description and empirical tech-
niques used. Section 5 presents the empirical results and discusses these
findings, and Section 6 draws conclusions.

2. Literature review
2.1. Integrated reporting

Firms are subject to increasing scrutiny from stakeholders, particu-
larly customers, regulators, and environmentalists, regarding their
ability to create societal value within their operating environments
(Baboukardos et al., 2021). Such a situation has led to the conceptual-
ization of a new reporting approach, which integrates financial and non-
financial information into a single report, known as the integrated
reporting approach (Maniora, 2017). This reporting approach is defined
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by the International Integrated Reporting Council (IIRC) as ‘a concise
communication about how an organization's strategy, governance,
performance, and prospects, in the context of its external environment,
lead to the creation of value over the short, medium and long-term’
(IIRC, 2013, p 7). The literature has evidenced that integrated reporting
promotes better stakeholder engagement, enhances the understanding
of the value-creation process, and improves overall performance (Lee &
Yeo, 2016; Wahl et al., 2020). Thus, stakeholders are increasingly
interested in seeing a single report integrating financial and non-
financial information, such as ESG, in a meaningful manner (KPMG,
2017). As a result, they can make more informed decisions (Veltri &
Silvestri, 2020).

Research in this area focuses on identifying factors that promote the
adoption of integrated reporting systems within firms, with particular
emphasis on exploring governance elements as a top priority. For
instance, Nishitani et al. (2021) reveal that firms adopt integrated
reporting when the benefits of disclosing environmental information
outweigh the costs. De Villiers and Van Staden (2011) show that firms
use different reporting methods based on their environmental perfor-
mance. Lewis et al. (2014) find that CEO characteristics, including ed-
ucation type (Master of Business Administration (MBA) vs. law), tenure,
and power, influence whether firms adopt traditional or integrated
reporting for environmental disclosure. This is because CEOs have the
power and ability to make decisions that impact organizational out-
comes. The literature also highlights that both firm-specific and country-
specific factors influence whether firms adopt integrated reporting. For
example, Girella et al. (2019) show that firms located in countries with
higher corruption perceptions, better risk ratings, and those with more
collectivist, feminist, and long-term-oriented cultures are more likely to
adopt integrated reporting. Among the firm-level variables, Girella et al.
(2019) note that factors such as large size, profitability, market-to-book
ratio, and board size are significant. Firm size is a particular important
factor, as larger firms are more likely to disclose voluntary information
compared to smaller firms (Reid & Toffel, 2009).

2.2. Executive compensation: Long-term vs short-term

Studies on CEO compensation have contrasted short-term and long-
term incentives in terms of their impact on firms' overall performance,
value creation, risk, and governance (Adu et al., 2022; Hoi et al., 2019;
Murphy & Sandino, 2020; Phung et al., 2023). The use of long-term
incentives for executive compensation increased in the 1990 s
(Murphy, 1999) following the 1993 tax law designed to reduce excessive
CEO pay. This policy aimed to discourage non-performance-based
compensation and encourage stock options as a way to align executive
incentives with shareholder interests (Nienhaus, 2022), thereby
addressing the agency relationship (Haugen & Senbet, 1981; Jensen &
Meckling, 1976). In contrast, Conyon and He (2012) find that short-term
CEO compensation is more closely linked to current firm performance,
emphasizing immediate results rather than long-term growth.

Studies show that long-term stocks and options are a more effective
tool for enhancing shareholder value over the long run compared to
short-term salary and bonuses (e.g., Conyon & Freeman, 2004; Sun
etal., 2009). Hossain et al. (2023) further support this view, finding that
firms offering higher equity incentives to CEOs managing significant
climate change risks tend to benefit from a lower cost of equity capital
and higher firm valuation in the long run. However, other studies
highlight the potential downsides of stock option compensation, such as
encouraging opportunistic managerial behavior (Nienhaus, 2022). Antia
et al. (2010) provide evidence on the relationship between CEO
compensation structure, market valuation, and information risk. They
argue that excessive stock option rewards may shorten CEOs' decision
horizons, ultimately leading to weaker firm performance. Additionally,
research links executive equity incentives to accounting fraud and
financial misreporting (e.g., Armstrong et al., 2013; Erickson et al.,
2006; O'Connor Jr et al., 2006). Mazouz & Zhao (2019) argue that
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Table 1
Sample selection process.

Observations %

CEO incentive data (2006-2022) from EXECUCOMP

Dropped after merging CEO incentive with integrated
reporting data

Dropped after merging with other financial data 772 2.25

Dropped observations with incomplete data 1,550 4.52

Final sample 17,816 51.95

34,296 100.00
14,158 41.28

long-term CEO incentives have a stronger impact on innovation,
particularly when coupled with the threat of takeovers. They also
identify innovation as a key channel through which managerial in-
centives contribute to firm value.

Studies have also explored the relationship between CEO incentives
and firm-level risk, with mixed results. Some research suggests a nega-
tive relationship between stock return volatility (a measure of risk) and
idiosyncratic stock return volatility (a proxy for equity incentives)
(Garvey & Milbourn, 2003; Jin, 2002). In contrast, other studies report a
positive relationship between long-term compensation and firm-level
risk (Coles et al., 2006; Oyer & Schaefer, 2005). In the governance
context, studies have examined the role of board characteristics and
ownership structure in shaping executive compensation. For instance,
Bugeja et al. (2016) show that compensation committees with higher
gender diversity are linked to lower CEO compensation levels and less
excessive pay. Chen et al. (2010) find that CEO duality (where the CEO
also chairs the Board of Directors) and CEO ownership have a significant
impact on executive pay. Tosun (2020) reports that institutional
ownership influences CEO compensation, as large shareholders reduce
overall pay and short-term incentives, whereas smaller shareholders are
more likely to lower long-term incentives. Davila and Penalva (2006)
highlight that short-term CEO compensation tends to be higher when the
CEO has greater influence over board appointments. Additionally,
Guthrie et al. (2012) find that compensation committee independence
increases total CEO pay, particularly when shareholder monitoring is
strong. Building on this background, limited evidence exists on how CEO
compensation horizon influences integrated reporting, which this study
aims to investigate.

3. Hypothesis development

Our analysis is grounded in the theoretical frameworks of incentive
alignment theory (Tosi et al., 1997) and myopic management behavior
(Wu & Zhou, 2022), providing a robust basis for understanding the
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relationship between executive compensation and reporting approach.
Tosi et al. (1997) emphasize the effectiveness of incentives over moni-
toring in motivating top management to act in the best interests of the
organization and its stakeholders. In contrast, a CEO's short-term deci-
sion horizon is often associated with increased engagement in earnings
management, leading to more opportunistic behavior (Wu & Zhou,
2022).

Incentive alignment theory highlights the role of compensation in
aligning the interests of executives, shareholders, and stakeholders to
drive organizational success in an interconnected society (Tosi et al.,
1997). A well-structured compensation system should encourage exec-
utives to act in the best interests of both shareholders and broader
stakeholders (Zhou et al., 2021). Supporting this view, the literature
suggests that equity-based compensation encourages long-term invest-
ment and promotes sustainable firm growth (Phung et al., 2023). In
addition, Hossain et al. (2023) contend that CEOs of firms facing higher
climate change risk receive higher equity-based compensation, essen-
tially ensuring mutually beneficial outcomes, working towards shared
objectives, minimizing conflicts of interest, and maximizing efficiency.
They also report that the above-mentioned incentive alignment out-
comes are more prominent in socially responsible firms. It is also

I salary
I Stock Awards

I Bonus
[ Option Awards

Fig. 1. CEO compensation structure. Notes: This figure presents the proportion
breakdown of each component of the CEO compensation package.

Table 2
Descriptive statistics of main variables.
Observations Mean SD Minimum P25 P50 P75 Maximum
IR score 17,816 28.881 33.615 0.000 0.000 10.050 57.840 99.980
ST incentives 17,816 0.217 0.196 0.000 0.103 0.152 0.247 1.000
LT incentives 17,816 0.597 0.355 0.000 0.447 0.606 0.725 2.799
TOT incentives 17,816 1.632 0.346 0.771 1.416 1.629 1.818 3.009
Firm size 17,816 8.625 1.586 3.714 7.544 8.541 9.646 12.528
Leverage 17,816 0.615 0.235 0.086 0.458 0.611 0.772 1.419
ROA 17,816 0.043 0.089 —0.580 0.012 0.042 0.083 0.276
Firm age 17,816 3.181 0.877 0.000 2.708 3.219 3.714 4.771
CEO age 17,816 4.157 0.118 3.871 4.078 4.159 4.234 4.511
CEO gender 17,816 0.951 0.215 0.000 1.000 1.000 1.000 1.000
CEO duality 17,816 0.629 0.483 0.000 0.000 1.000 1.000 1.000
CSR contracting 17,816 0.266 0.442 0.000 0.000 0.000 1.000 1.000
CSR committee 17,816 0.433 0.496 0.000 0.000 0.000 1.000 1.000
Tangible expenditure 17,816 0.243 0.243 0.000 0.053 0.150 0.370 0.886
Board diversity 17,816 0.196 0.114 0.000 0.111 0.200 0.273 0.500
Board size 17,816 2.271 0.247 0.000 2.079 2.303 2.398 4.927
Board independence 17,816 0.813 0.111 0.333 0.765 0.846 0.900 0.938
Board experience 17,816 0.090 0.037 0.013 0.065 0.087 0.110 0.209
Board re-election 17,816 0.604 0.489 0.000 0.000 1.000 1.000 1.000

Notes: All continuous variables are winsorized at the 1% and 99% to limit the outlier influence. The definitions of the variables are presented in Appendix A.
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Table 3
Variable averages across industries and years.
Panel A: Obs. IR ST LT TOT
Industry score incentives incentives incentives
Consumer 958 39.898 0.201 0.545 1.654
Nondurables
Consumer 464 30.233  0.236 0.558 1.582
Durables
Manufacturing 2006 34.172 0.196 0.603 1.607
Energy 889 35.251 0.187 0.626 1.719
Chemicals and 590 50.847 0.186 0.602 1.622
Allied Prod.
Business 2845 26.207  0.195 0.686 1.654
Equipment
Telephone and 433 15.930 0.228 0.535 1.689
Television.
Utilities 874 53.596  0.202 0.564 1.520
Wholesale and 1897 21.792 0.218 0.572 1.580
Retail
Healthcare 1432 22.881 0.218 0.697 1.684
Finance 3318 20.857 0.262 0.523 1.628
Other 2110 28.813  0.226 0.586 1.644
Total 17,816  28.881 0.217 0.597 1.632
Panel B: Year Obs. IR ST LT TOT
score incentives incentives incentives
2006 52 13.648  0.220 0.701 1.547
2007 444 19.390  0.220 0.569 1.534
2008 604 19.617  0.235 0.587 1.524
2009 770 25.249  0.244 0.529 1.540
2010 821 27.051 0.217 0.544 1.597
2011 821 28.834  0.205 0.564 1.606
2012 814 30.002  0.207 0.571 1.585
2013 819 30.118  0.185 0.594 1.607
2014 810 30.221 0.178 0.597 1.622
2015 1211 22.281 0.211 0.599 1.610
2016 1541 18.633 0.233 0.571 1.613
2017 1590 20.157  0.233 0.584 1.627
2018 1599 22,989  0.230 0.603 1.651
2019 1597 29.281 0.229 0.608 1.650
2020 1578 36.388  0.227 0.613 1.665
2021 1533 44.547  0.191 0.628 1.727
2022 1212 47.448 0.210 0.691 1.721
Total 17,816 28.881 0.217 0.597 1.632

Note: The definitions of the variables are presented in Appendix A.

evidenced that firms offering higher equity incentives to their CEOs are
usually better off in the long run through a lower cost of equity capital
and higher firm valuation (Hossain et al., 2023).

Executives are more likely to make long-term investment decisions,
such as funding innovation projects, when their incentives align with
those of other stakeholders (Steinbach et al., 2017). Similarly, Zhou
et al. (2021) argue that long-term executive compensation strengthens
investment in corporate innovation. CEOs with long-term incentives are
less likely to prioritize short-term gains that may boost quarterly earn-
ings but harm the company’s long-term prospects. Instead, they are
more inclined to invest in areas such as innovation, R&D, employee
development, and strategic growth, which may take time to yield results
but contribute to sustainable success (Currim et al., 2012; Zhou et al.,
2021). Moreover, long-term incentives alleviate the pressure on CEOs to
deliver short-term results, such as meeting quarterly earnings targets.
This enables them to take calculated risks and make decisions that may
not yield immediate returns but are beneficial for the company’s long-
term growth and success (Jensen & Murphy, 1990). Long-term in-
centives also encourage CEOs to remain with the company for an
extended period to fully benefit from their compensation package. This
commitment fosters stability in leadership and ensures consistent long-
term planning, as CEOs are more focused on the company's enduring
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success (Edmans et al., 2009). In sum, long-term incentives align the
CEO's interests with the company’s sustained success, driving decisions
that foster lasting growth, stability, and value creation. Therefore, we
argue that structuring executive compensation with a long-term focus
can encourage greater engagement in integrated reporting, as it is a
strategic reporting approach associated with long-term value creation
and sustainability performance (IIRC, 2013; Reimsbach & Braam, 2023).

Conversely, short-term incentives drive myopic management
behavior, leading executives to prioritize immediate financial gains over
long-term sustainable growth (Brochet et al., 2015; Ladika & Sautner,
2020). This occurs because performance-based executive compensation
motivates executives to boost short-term earnings, which directly im-
pacts their compensation, improves their reputation, and entrenches
them in their position within the organization (Peng & Roell, 2008). As a
result, executives with short-term incentives may reduce strategic in-
vestments, such as research and development, to demonstrate stronger
immediate financial performance, often at the expense of long-term
growth and sustainability (Kwon et al., 2023; Ladika & Sautner,
2020). This practice compromises engagement in projects that
contribute to long-term value creation (Cohn et al., 2020).

Literature supports the argument that structuring executive
compensation based on salary and bonuses leads to opportunistic
behavior and exacerbates the agency problem (Garvey et al., 1999). In
this regard, incentivizing CEOs with short-term compensation is signif-
icantly associated with greater engagement in earnings management
(Brochet et al., 2015; Hossain & Monroe, 2015), myopic investment
activities, particularly when stock prices are misaligned, lower long-
term investment (Agha, 2016; Ladika & Sautner, 2020), lower thresh-
olds for project approval, leading to increased risk exposure, and exag-
gerated optimistic language in project announcements (Cohn et al.,
2020). Furthermore, Edmans et al. (2022) document that short-term
CEO incentives motivate opportunistic actions, such as share
repurchases and mergers and acquisitions (M&A), which temporarily
enhance stock prices but ultimately diminish long-term shareholder
value. Concerning sustainability involvement, studies demonstrate that
providing CEOs with short-term incentives discourages engagement in
ESG activities (Deckop et al., 2006; Liu & Zhang, 2023). Thus, we argue
that because integrated reporting engagement requires a firm's
commitment to strategically incorporating economic, social, and envi-
ronmental aspects into its day-to-day decision-making process
(Baboukardos et al., 2021; Wu & Zhou, 2022), CEOs with short-term
incentives may be less inclined to adopt such practices, as they priori-
tize immediate financial performance over long-term value creation.

Building on the above discussion, short-term CEO incentives
encourage myopic management behavior, prioritizing immediate
financial gains at the expense of long-term sustainability (Brochet et al.,
2015; Ladika & Sautner, 2020). Conversely, long-term incentives align
CEO interests with those of stakeholders, promoting investment in sus-
tainable growth and long-term value creation (Phung et al., 2023; Tosi
et al., 1997; Zhou et al.,, 2021). Thus, we develop the following
hypotheses:

Hypothesis 1 (H1): Short-term CEO incentives are expected to nega-
tively impact a CEO's engagement with integrated reporting.

Hypothesis 2 (H2): Long-term CEO incentives are expected to positively
impact a CEO's engagement with integrated reporting.

4. Research design
4.1. Sample and data

Gathered from the EXECUCOMP database, our sample initially
consists of 34,296 firm-year observations from US firms for CEO
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Table 4

Pearson correlation matrix among independent variables.
No. Variables 1 2 3 4 5 6 7 8 9 10
1 IR score 1.000
2 ST incentives —0.255* 1.000
3 LT incentives 0.106* —0.165* 1.000
4 TOT incentives 0.093* —0.229* 0.110* 1.000
5 Firm size 0.478* —0.259* 0.011 0.059* 1.000
6 Leverage 0.124* —0.047* —0.037* —0.034* 0.385* 1.000
7 ROA 0.072* —0.098* —0.069* 0.077* 0.007 —0.162* 1.000
8 Firm age 0.188* —0.039* —0.069* —0.041* 0.150* 0.025* 0.072* 1.000
9 CEO age —0.079* 0.070* —0.127* —0.051* 0.124* —0.002 0.042* 0.079* 1.000
10 CEO gender —0.063* 0.019* —0.018* —0.005 —0.005 —0.024* —0.014 —0.023* 0.064* 1.000
11 CEO duality 0.028* 0.003 —0.055* —0.014 0.133* 0.026* 0.072* 0.136* 0.203* 0.053*
12 CSR contracting 0.343* —0.119* 0.037* 0.022* 0.254* 0.071* 0.006 0.070* 0.000 —0.027*
13 CSR committee 0.731* —0.235* 0.086* 0.077* 0.382* 0.112* 0.052* 0.140* —0.071* —0.042*
14 Tangible expenditure 0.167* —0.029* —0.007 —0.068* 0.027* —0.010 —0.057* 0.048* 0.052* —0.039*
18 Board diversity 0.330* —0.132* 0.078* 0.056* 0.166* 0.151* 0.047* 0.119* —0.216* —0.258*
16 Board size 0.320* —0.156* —0.001 —0.060* 0.559* 0.287* 0.011 0.185* 0.069* —0.013
17 Board independence 0.256* —0.189* 0.088* 0.027* 0.164* 0.089* 0.001 0.172* —0.067* —0.037*
18 Board experience —0.116* 0.110* —0.146* 0.007 —0.057* —0.133* 0.112* 0.345* 0.233* 0.063*
19 Board re-election 0.211* —0.053* —0.021* 0.056* 0.267* 0.077* 0.036* 0.159* —0.021* —0.013
No. Variables 11 12 13 14 15 16 17 18 19
11 CEO duality 1.000
12 CSR contracting 0.035* 1.000
13 CSR committee 0.005 0.305* 1.000
14 Tangible expenditure 0.049* 0.204* 0.163* 1.000
15 Board diversity —0.052* 0.110* 0.292* —0.017* 1.000
16 Board size 0.086* 0.160* 0.271* 0.002 0.147* 1.000
17 Board independence —0.052* 0.147* 0.216* 0.024* 0.248* 0.140* 1.000
18 Board experience 0.222* —0.065* —0.106* —0.023* —0.128* —0.011 —0.131* 1.000
19 Board re-election —0.002 0.091* 0.173* 0.022* 0.112* 0.147* 0.060* —0.002 1.000

Notes: All continuous variables are winsorized at the 1% and 99% to limit outlier influence. The definitions of the variables are presented in Appendix A. * represents

significance at the 5% level.

incentive data during 2006-2022. Subsequently, we merged the CEO
incentive data with integrated reporting scores provided by the LSEG
database (formerly known as Refinitiv Eikon-ASSET4).! Additionally,
we collected financial and corporate governance data from Worldscope
and LSEG, respectively. Therefore, our final sample, after excluding
observations with incomplete data, consists of 17,816 firm-year obser-
vations, representing 51.95% of the initial sample. We performed a
Kolmogorov-Smirnov (K-S) test to ensure that our final sample is free
from attrition issues. The results of the K-S test indicate no significant
difference between the distribution of key variables in the initial and
final samples, meaning that attrition is not a concern in our final sample.
Table 1 presents the sample selection process.

4.2. Regression model

To examine the impact of CEO incentive structure (short-term vs.
long-term) on integrated reporting, we estimate a regression model with
a two-way clustering of standard errors at both the firm and year levels.
The regression model is as follows:

IRscore; =ay + f; CEOincentive; + Z p.control;
+ > BYFF+ ) BIFF; + &

In the above equation, the variable IR score represents the integrated
reporting score obtained from the LSEG database for a firm (i) in a year
(t). CEO incentive take two values: CEO short-term incentives (ST in-
centives) and CEO long-term incentives (LT incentives). We include
several control variables to account for the relationship between IR and

(€Y

1 Asset4 was initially developed as an independent ESG data platform. It was
later integrated into Refinitiv and made accessible through Refinitiv Eikon.
Following the acquisition of Refinitiv by the London Stock Exchange Group
(LSEG), the data is now available via the LSEG Workspace platform.

CEO incentives. By reviewing the previous literature (Adu et al., 2022;
Baboukardos et al., 2021; Martin et al., 2016; Phung et al., 2023;
Reimsbach & Braam, 2023; Wu & Zhou, 2022), we incorporate three
groups of control variables. The first group firm-related characteristics is
control, including Firm size, Leverage, return on assets (ROA), Firm age,
and Tangible expenditure. The second group is YFF and includes variables
related to CEO characteristics: CEO age, CEO gender, and CEO duality.
The last group is IFF and encompasses firm-related governance factors,
including corporate social responsibility (CSR) contracting (CSR con-
tracting), CSR committee, Board diversity, Board size, Board independence,
Board experience, and Board re-election. Including these control factors
ensures the mitigation of endogeneity problems caused by omitted
variables and the well-specification of the parameters (Abweny et al.,
2025; Martin et al., 2016; Phung et al., 2023). All continuous variables
are winsorized at 1% and 99% to limit outlier influences. Additionally,
we incorporate year and industry fixed-effect variables to account for
time-variant and industry-related variations. Variable definitions and
data sources are provided in Appendix A.

4.3. Measurement of variables

4.3.1. CEO incentives: Short-term vs. Long-term incentives

CEO incentives are our independent variables that are categorized
into short-term incentives and long-term incentives. In line with previ-
ous studies (Adu et al., 2022; Custodio et al., 2013; Hossain et al., 2023;
Murphy & Sandino, 2020; Yang et al., 2021), short-term incentives (ST
incentives) consist of CEO salary (Salary) and bonus (Bonus), while long-
term incentives (LT incentives) include the value of restricted stocks
(Stocks) and the value of options (Options) granted to the CEO. To
mitigate concerns regarding large firms paying higher incentives, we
follow Custodio et al. (2013) and scale both ST incentives and LT in-
centives by the total incentives of the CEO. The total incentives (TOT
incentives) is the logarithm of total salary, bonus, the value of restricted
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Table 5
Effect of CEO incentive structures on integrated reporting practices.
IR score
Model 1 Model 2 Model 3
ST incentives —3.355""
(—4.62)
LT incentives 3.016™"
(7.54)
TOT incentives 2.033""
(4.92)
Firm size 5.070"" 5.145"" 5.108™"
(35.62) (36.85) (36.42)
Leverage —6.775""" —6.605""" -6.752""
(~9.56) (-9.32) (-9.53)
ROA 12.756"" 14.170"" 12.817""
(7.48) (8.26) (7.54)
Firm age 1.848"" 1.896"" 1.892"""
(8.76) (8.97) (8.93)
CEO age —-4.270""" —-4,038""" -4.765"""
(-2.91) (~2.76) (-3.25)
CEO gender —0.634 —0.607 -0.576
(~0.84) (~0.80) (~0.76)
CEO duality 0.356 0.347 0.347
(1.07) (1.04) (1.04)
CSR contracting 5.880""" 5.885""" 5.898"""
(13.62) (13.64) (13.67)
CSR committee 36.262""" 36.271°"" 36.326""
(80.01) (80.39) (80.30)
Tangible expenditure 3.039"" 3.0317"" 3.219™"
(4.11) (4.11) (4.35)
Board diversity 19.383"" 19.357""" 19.740""
(11.61) (11.57) (11.82)
Board size 3.678""" 3.627""" 4.014""
(4.78) (4.72) (5.18)
Board independence 11.476"" 11.596""" 12.040""
(8.19) (8.31) (8.65)
Board experience —34.848"" -33.226""" —-36.319""
(~7.62) (~7.25) (~7.94)
Board re-election 2.107""" 2,119 2.009"""
(6.48) (6.52) (6.18)
Constant —-35.865"" —40.481"" —-39.561""
(~5.73) (—6.47) (—6.28)
Observations 17,816 17,816 17,816
Industry fixed effects Yes Yes Yes
Year fixed effects Yes Yes Yes
Adjusted R-squared 0.627 0.643 0.627
F-statistic (P-value) 0.000 0.000 0.000

Notes: All continuous variables are winsorized at the 1% and 99% to limit outlier
influence. The definitions of the variables are presented in Appendix A. *, **,
and *** represent significance at the 10%, 5%, and 1% levels, respectively.

stocks granted, the value of options granted, long-term incentive payout,
and other compensation, all divided by the number of executive di-
rectors. Additionally, as alternative measures we follow Adu et al.
(2022) and calculate the natural logarithm of short-term and long-term
CEO incentives scaled by the number of executive directors.

4.3.2. Integrated reporting practices

Integrated reporting practices (IR score) are measured using a score
ranging from O to 100, provided by the LSEG database. This score re-
flects the firm’s commitment to strategically integrating economic, so-
cial, and environmental aspects into its day-to-day decision-making
process. A higher score represents a greater commitment by the firm to
integrated reporting. The LSEG score is widely used in the literature as a
proxy for integrated reporting (Baboukardos et al., 2021; Reimsbach &
Braam, 2023; Wu & Zhou, 2022). Moreover, LSEG provides information
on whether or not the firm “explicitly integrates financial and extra-
financial factors in its management discussion and analysis (MD&A) sec-
tion in the annual report”. As an alternative measure of IR practices, we
use an IR dummy variable coded as 1 if the firm’s annual report includes
a section that discusses and analyzes both financial and non-financial
issues, and 0 otherwise.

Table 6
Effect of CEO incentive components on integrated reporting practices.
IR score
Model 1 Model 2 Model 3 Model 4
Salary —2.841""
(-3.27)
Bonus -5119""
(-3.61)
Stocks 2.779™"
(5.70)
Options 2.402"""
(3.20)
Firm size 5.087""" 5.173"" 5.142"" 5.172""
(35.46) (37.01) (36.83) (36.99)
Leverage —6.786""" —6.878""" —6.725""" —6.784"""
(~9.57) (-9.71) (—9.49) (~9.58)
ROA 12.807"" 13.449"" 13.914" 13.393""
(7.49) (7.91) (8.09) (7.90)
Firm age 1.850"" 1.830""" 1.874™" 1.847"""
8.77) (8.67) (8.88) (8.75)
CEO age —4.451""" —4.500""" —4.399"" —4.477""
(~3.03) (-3.07) (=3.01) (~3.05)
CEO gender -0.615 -0.620 ~0.576 ~0.631
(—0.81) (—0.82) (—0.76) (—0.83)
CEO duality 0.348 0.355 0.388 0.316
(1.04) (1.06) (1.16) (0.94)
CSR contracting 5.875"" 5.905""" 5.849""" 5.922"""
(13.61) (13.68) (13.55) (13.72)
CSR committee 36.316"" 36.334""" 36.295"" 36.368"""
(80.26) (80.26) (80.40) (80.52)
Tangible expenditure ~ 3.043""" 3.010"" 2.842""" 31717
(4.12) (4.07) (3.84) (4.29)
Board diversity 19.517"" 19.449"" 19.369"" 19.600""
(11.68) (11.64) (11.58) (11.73)
Board size 3.718™" 3.604"" 3.597"" 3.674""
(4.83) (4.68) (4.68) 4.77)
Board independence 11.787"" 11.783"" 11.775™ 12.019™
(8.44) (8.42) (8.44) (8.63)
Board experience —-34.919"" 35785  _33.886"" —-35.419""
(~7.62) (~7.83) (~7.39) (~7.75)
Board re-election 2.073™" 2.103"" 2.033™" 2.125™"
(6.38) (6.47) (6.26) (6.52)
Constant -35.830""  —36.349""  -38.225""  —37.466""
(-5.72) (-5.81) (—6.12) (~5.98)
Observations 17,816 17,816 17,816 17,816
Industry fixed effects Yes Yes Yes Yes
Year fixed effects Yes Yes Yes Yes
Adjusted R-squared 0.626 0.626 0.627 0.626
F-statistic (P-value) 0.000 0.000 0.000 0.000

Notes: All continuous variables are winsorized at the 1% and 99% to limit outlier
influence. The definitions of the variables are presented in Appendix A. *, **,

and *** represent significance at the 10%, 5%, and 1% levels, respectively.
5. Research results
5.1. Univariate analysis

Table 2 presents the descriptive statistics of the variables used in our
study. Specifically, the average value of the IR score is 28.881. This value
ranges from 0O to nearly 100, with a standard deviation of 33.615 for our
sample of 17,816 US firm-years. The table also provides detailed
descriptive statistics of CEO compensation components. For instance,
the average values of ST incentives (Salary and Bonus), LT incentives
(Stocks and Options), and TOT incentives are 0.217, 0.597, and 1.632,
respectively. The average proportions of salary, bonus, stocks, and op-
tions are 17.89%, 8.56%, 54.24%, and 19.31%, respectively. These
values are depicted as percentages in Fig. 1, where LT incentives (Stocks
and Options) represent the majority of CEO compensation at 73.55%,
while ST incentives (Salary and Bonus) represent only 26.45%. These
percentages are consistent with previous studies (Adu et al., 2022;
Hossain et al., 2023). Additionally, Table 3 presents the averages of the
main variables (IR score, ST incentives, LT incentives, and TOT incentives)
across the Fama-French 12 industry classification (Panel A) and year
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Table 7
Effects of CEO incentive and integrated reporting on firm value.
Tobin Q
Model 1 Model 2 Model 3
IR score 0.005™"" 0.006™"" 0.003""
(9.09) (8.66) (4.03)
ST incentives —0.294"""
(-3.07)
IR score * ST incentives —0.007"""
(-3.11)
LT incentives 0.190""
(3.63)
IR score * LT incentives 0.002*
(1.69)
Firm size -0.332""" -0.355""" —0.343™"
(—19.84) (—21.50) (—20.89)
Leverage 0.822""" 0.829™" 0.843™"
(8.11) (8.20) (8.33)
ROA 5.992""" 5.932"" 6.047"""
(24.78) (24.59) (24.74)
Firm age —0.101""" —0.100""" —0.097"""
(-7.49) (-7.41) (-7.14)
CEO age —-0.654""" —-0.577""" -0.580"""
(-5.67) (—4.98) (—5.00)
CEO gender 0.072 0.069 0.072
(1.25) (1.20) (1.24)
CEO duality 0.073""" 0.081""" 0.083"""
(2.62) (2.93) (3.00)
CSR contracting —0.042 —0.039 —0.038
(—1.55) (-1.47) (-1.41)
CSR committee —0.040 —0.044 —0.037
(-1.31) (—1.44) (-1.22)
Tangible expenditure —~0.268™" —0.285"" —0.291"""
(—3.41) (—3.68) (—3.75)
Board diversity 0.306"" 0.301" 0.305""
(2.33) (2.29) (2.31)
Board size 0.111* 0.120* 0.121*
(1.72) (1.88) (1.90)
Board independence —0.082 -0.170 -0.124
(—0.58) (-1.21) (—0.88)
Board experience 1.243"" 1.237" 1.303""
(3.23) (3.21) (3.36)
Board re-election —0.031 —0.022 —0.020
(-1.19) (—0.85) (—0.80)
Constant 6.679"" 6.661""" 6.320""
(12.34) (12.43) (11.44)
Observations 17,816 17,816 17,816
Industry fixed effects Yes Yes Yes
Year fixed effects Yes Yes Yes
Adjusted R-squared 0.320 0.325 0.325
F-statistic (P-value) 0.000 0.000 0.000

Notes: All continuous variables are winsorized at the 1% and 99% to limit outlier
influence. The definitions of the variables are presented in Appendix A. *, **
and *** represent significance at the 10%, 5%, and 1% levels, respectively.

(Panel B).

Regarding other control variables, Table 2 provides a comprehensive
overview of firm-related variables, CEO characteristics, and corporate
governance. For instance, the average Firm size, measured by the natural
logarithm of total assets, is 8.625, with an average Firm age of 3.181. The
average profitability (ROA) ratio is 0.043, with a standard deviation of
0.089. Approximately 95% of firms in our sample are led by male CEOs,
with an average of 62.9% of CEOs also simultaneously serving as board
chair. For the board of directors, the average Board size, measured by the
natural logarithm of the number of directors, is 2.21. For Board diversity,
the percentage of female directors is 19.6% For Board independence,
81.3% are independent directors.

Table 4 presents the bivariate Pearson correlation coefficients among
the independent variables. All coefficient values are below the threshold
of concern (i.e., 0.6), as suggested by Gujarati (2021). Therefore, these
correlation results provide confidence that our results are not affected by
multicollinearity problems.
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5.2. Multivariate analysis

5.2.1. CEO incentives and IR practices

Table 5 presents the results obtained from estimating equation (1).
Model 1 of Table 5 indicates that ST incentives have a significant negative
relationship with the IR score (p = -3.355, p < 0.01). With respect to
economic significance, a one standard deviation increase in ST incentives
leads to a 2.277% reduction in the IR score. This result supports H1 and
highlights the myopic theoretical perspective: when CEOs are rewarded
based on immediate performance, they prioritize short-term financial
outcomes over long-term strategic investments. This reasoning is
consistent with Wu and Zhou (2022), who find that CEOs’ short-term
incentives show more engagement in earnings management, leading
to more opportunistic behavior.

However, Model 2 reveals a positive relationship between LT in-
centives and the IR score, with a coefficient of 3.016 at the 1% signifi-
cance level. In relation to economic significance, a one standard
deviation increase in LT incentives results in a 3.707% rise in the IR score.
This result confirms H2, suggesting that CEOs with LT incentives tend to
think strategically and engage in fewer myopic behaviors because their
interests are aligned with the firm's interests. This finding aligns with the
incentive alignment theory, which states that executives who receive
long-term incentives, such as stocks and options, show a long-term stake
in the firms. These incentives are designed to align the CEO's interests
with those of the shareholders and the firm's long-term success. This is
mainly because CEOs with significant long-term incentives are more
likely to think about the company's future, since their financial rewards
are linked with its long-term performance (Antia et al., 2010). These
CEOs are less likely to focus on short-term gains that might boost
quarterly earnings but harm the company’s future prospects. Empiri-
cally, this direction is consistent with (Luo et al., 2021), who find that
firms with executive incentive plans aligned with stakeholders' interests
induce greater transparency in carbon emission disclosure. Further-
more, Adu et al. (2022) note that the key approach to achieving sus-
tainable business practices is incentivizing executives to adopt and
implement these practices. Thus, to encourage executives to adopt in-
tegrated reporting practices, focusing on their incentives and compen-
sation is essential.

Likewise, Model 3 indicates a positively significant relationship be-
tween TOT incentives and the IR score (f = 2.033, p < 0.01). The eco-
nomic significance is represented by a 2.436% increase in the IR score for
every standard deviation increase in TOT incentives.

5.2.2. CEO compensation components

We separately examine the influence of each CEO compensation
component (Salary, Bonus, Stocks, and Options) on integrated reporting.
As mentioned earlier, ST incentives consist of both salary and bonus,
while LT incentives encompass stocks and options. Following Custodio
et al. (2013), each component is scaled by total incentives to mitigate
concerns that larger firms may pay higher incentives. Table 6 shows that
salary (p =-2.841, p < 0.01) and bonus (p =-5.119, p < 0.01) negatively
influence IR, as reported in Models 1 and 2, respectively. These findings
confirm that short-term incentives reduce engagement in integrated
reporting. However, Models 3 and 4 reveal that stocks (p = 2.779, p <
0.01) and options (p = 2.402, p < 0.01) positively affect IR. The results in
Table 6 robustly support our primary conclusions, demonstrating that
the findings remain consistent even when the components are consid-
ered separately.

2 The economic significance is determined by multiplying the standard de-
viation of the independent variable (X) by its corresponding coefficient (p), and
then dividing the result by the mean of the dependent variable (Y). Thus, (0.196
* — 3.355) / 28.881= 2.277%.
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Fig. 3. Interaction between IR score and LT incentives.

5.3. Further analysis

5.3.1. Firm valuation

It has been established that integrated reporting leads to the creation
of value over time (IIRC, 2013). Integrated reporting promotes better
stakeholder engagement and a better understanding of the value-
creation process and performance (Lee & Yeo, 2016). As previously
mentioned, CEOs with short-term incentives are less motivated to
engage in integrated reporting due to their myopic behavior and focus
on current results. However, CEOs with long-term incentives are more

inclined to engage in integrated reporting because their interests are
aligned with the interests of the firms. As a result, in this section, we
hypothesize that providing CEOs with short-term incentives negatively
impacts firm value by reducing engagement in integrated reporting. On
the other hand, providing CEOs with long-term incentives is expected to
positively impact firm value by increasing engagement in integrated
reporting. To investigate our hypotheses, we estimate the following
equation:
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Table 8
Effect of CEO decision horizon and CEO incentives on integrated reporting.
IR score
Model 1 Model 2 Model 3
CEO decision horizon 0.057"" 0.079™" 0.046"
(2.48) (2.75) (1.97)
ST incentives —4.0117"
(—4.98)
ST incentives * CEO decision horizon —0.124""
(—2.42)
LT incentives 3.739""
(4.86)
LT incentives * CEO decision horizon 0.119"
(2.45)
Firm size 5.149"" 5.057 " 5.059"""
(36.41) (34.96) (34.98)
Leverage —6.854""" -6.727""" -6.735"""
(—9.49) (—9.29) (—9.30)
ROA 13.134™" 12.630"" 12.640""
(7.63) (7.30) (7.30)
Firm age 1.778"" 1.804"" 1.798""
(8.27) (8.39) (8.36)
CEO age 0.374 -0.213 0.707
0.14) (—0.08) 0.27)
CEO gender —0.473 —0.499 —0.489
(—0.62) (—0.66) (—0.64)
CEO duality 0.395 0.383 0.388
(1.16) (1.12) (1.14)
CSR contracting 5.956""" 5.923"" 5.921""
(13.61) (13.53) (13.53)
CSR committee 36.326""" 36.162""" 36.156"""
(79.69) (79.04) (79.04)
Tangible expenditure 3.099"" 3.118™" 31117
(4.14) (4.16) (4.15)
Board diversity 19.425™" 19.187" 19.181""
(11.49) (11.29) (11.29)
Board size 3.617"" 3.648"" 3.617""
(4.54) (4.57) (4.53)
Board independence 12.703"" 12.108"" 12.085""
(8.96) (8.43) (8.42)
Board experience -32.038"" 32584  —31.756""
(—6.53) (—6.65) (—6.46)
Board re-election 2131 21917 2.177""
(6.46) (6.62) (6.57)
Constant -57.462"""  -52.972""  _58.198""
(~5.29) (—4.77) (-5.31)
Observations 17,816 17,816 17,816
Industry fixed effects Yes Yes Yes
Year fixed effects Yes Yes Yes
Adjusted R-squared 0.626 0.626 0.626
F-statistic (P-value) 0.000 0.000 0.000

Table 9
Sustainability sensitive vs. non-sensitive industries.
IR score
Sensitive industries Non-sensitive industries
Model 1 Model 2 Model 3 Model 4
ST incentives —-3.592 -3.353"""
(—1.48) (—4.46)
LT incentives 2.672" 2.866"""
(2.54) (6.71)
Firm size 8.638""" 8.663""" 4.744""" 4.831""
(23.01) (23.37) (30.27) (31.48)
Leverage 4.238"" 4.603" —-7.076"" —6.953"""
(1.99) (2.16) (-9.37) (-9.21)
ROA 5.819* 6.528* 12.700""" 14.274""
(1.72) (1.93) (6.38) (7.12)
Firm age 2.649""" 2.685"" 1.561""" 1.613""
(5.67) (5.75) (6.62) (6.82)
CEO age —2.976 —2.496 —-3.893" —3.742"
(~0.71) (—0.60) (-2.52) (—2.43)
CEO gender -2.072 -2.116 0.183 0.222
(~1.35) (~1.38) (0.21) (0.26)
CEO duality —3.642""" —3.542"" 0.696* 0.667*
(—4.20) (1.93) (1.85)
CSR contracting 3.085"" 5.925"" 5.917""
(3.26) (3.32) (12.22) (12.21)
CSR committee 31.927""" 32.093"" 36.373""" 36.355"""
(30.04) (30.30) (72.62) (72.81)
Tangible —14.368"""  —14.344"" 5.147"" 5.148""
expenditure
(—8.08) (—8.10) (5.73) (5.74)
Board diversity 17.606"" 17.260"" 17.169"" 17.243™"
(4.21) (4.12) (9.54) (9.57)
Board size 12.828"" 12.816"" 1.402* 1.354
(6.33) (6.34) (1.70) (1.64)
Board 11.169" 11.397"" 11.283™" 11.400™"
independence
(3.02) (3.09) (7.52) (7.62)
Board experience ~ —26.066"  —26.305"" —34.589""  -32.908™"
(—2.16) (—2.20) (~7.06) (~6.71)
Board re-election  0.575 0.595 2.438""" 2.444"""
(0.67) 0.70) (7.03) (7.07)
Constant —80.720""  —85.889"" —30.488"""  —-34.786""
(—4.50) (—4.79) (—4.61) (—5.26)
Observations 3056 3056 14,760 14,760
Industry fixed Yes Yes Yes Yes
effects
Year fixed effects Yes Yes Yes Yes
Adjusted R- 0.671 0.671 0.607 0.607
squared
F-statistic (P- 0.000 0.000 0.000 0.000
value)

Notes: All continuous variables are winsorized at the 1% and 99% to limit outlier
influence. The definitions of the variables are presented in Appendix A. *, **,
and *** represent significance at the 10%, 5%, and 1% levels, respectively.

TobinQ; =a + p, IRscore; + f, CEOincentives; + ff;IRscore; * CEOincentive;
+> B.controly+ > BYFF+ > BIFFi+e
(2)

In Equation (2), Tobin's Q (Tobin Q) is used as a proxy to measure
firm value. It is calculated as the market value of equity plus total assets
minus the book value of equity, divided by total assets. Our interest in
this equation is the interaction term between the IR score and CEO in-
centives (which take either ST incetives or LT incentives). The results re-
ported in Table 7 show a positive relationship between IR score and
Tobin Q at the 1% significance level. This result aligns with previous
studies that demonstrate the value-creation benefits of IR engagement
(Lee & Yeo, 2016; Reimsbach & Braam, 2023). In Model 2, the coeffi-
cient on the interaction term between the IR score and ST incentives is
significantly negative (B = -0.007, p < 0.01). This result confirms our
expectation that focusing on short-term rewards negatively affects firm
value because it leads to reduced engagement in integrated reporting,
which in turn diminishes long-term value creation. This result is also

Notes: This table presents the comparison of the effect of CEO incentives
structure on integrated reporting practices in sustainability-sensitive and non-
sensitive industries. All continuous variables are winsorized at the 1% and
99% to limit outlier influence. The definitions of the variables are presented in
Appendix A. *, ** and *** represent significance at the 10%, 5%, and 1% levels,
respectively.

illustrated in Fig. 2, indicating that the positive slope of the relationship
between IR and Tobin’s Q is weaker when short-term incentives are 1
standard deviation above the mean compared to when they are 1 stan-
dard deviation below the mean.

However, Model 3 shows a positive coefficient on the interaction
term between the IR score and LT incentives with Tobin’s Q (f = 0.002, p
< 0.10). This result is illustrated in Fig. 3, which displays a slightly
steeper positive slope between IR and Tobin’s Q when long-term in-
centives are 1 standard deviation above the mean. These results support
our argument that providing CEOs with more long-term incentives
positively impacts firm value.

5.3.2. CEO decision horizon

The variation in firms' strategic decisions can be explained by un-
derstanding the characteristics of their top management (Hambrick &
Mason, 1984). In line with this argument, previous studies demonstrate
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Table 10
Alternative measures of CEO incentives (Ln IR score) and integrated reporting
practices (IR dummy).

Ln IR score IR dummy
Model 1 Model 2 Model 3 Model 4
ST incentives —0.200""" -0.149""
(-3.71) (—2.02)
LT incentives 0.070""" 0.532"""
(2.75) (5.02)
Firm size 0.168""" 0.171""" 0.131""" 0.125"
(23.73) (24.37) (8.29) (7.94)
Leverage -0.168""  —-0.166""" -0.297""  —0.331""
(—3.79) (—3.74) (—3.00) (-3.31)
ROA 0.618""" 0.664""" 0.596""" 0.559""
(5.81) (6.22) (2.63) (2.44)
Firm age 0.040""" 0.040""" 0.085""" 0.078""
(4.32) (4.27) (3.72) (3.43)
CEO age —0.099 —0.101 0.022 —0.047
(-1.23) (~1.25) 0.13) (~0.27)
CEO gender —0.027 —0.026 -0.195""  —0.212""
(—0.96) (—0.92) (-2.74) (~2.97)
CEO duality —0.008 —0.006 —0.028 —0.040
(—0.46) (~0.37) (~0.75) (~1.05)
CSR contracting 0.156""" 0.156""" 0.221""" 0.221"""
9.75) (9.78) (5.87) (5.85)
CSR committee 0.184™"" 0.187""" 0.235""" 0.235""
(9.68) (9.91) (5.63) (5.62)
Tangible expenditure  0.090"" 0.089""" 0.677"" 0.660"""
(2.76) (2.72) (9.76) (9.44)
Board diversity 0.603""" 0.607""" -0.532""  —0.593""
(6.97) (6.99) (—2.82) (-3.14)
Board size 0.196™" 0.196™" 0.510"" 0.504""
(4.51) (4.50) (5.14) (5.17)
Board independence 0.522""" 0.540™"" 0.105 0.070
(5.97) (6.16) (0.54) (0.36)
Board experience —0.766""" —-0.764""" -1.519"" -1.731"
(—2.97) (—2.95) (—2.42) (—2.78)
Board re-election 0.017 0.018 —0.058 —0.065
0.93) (1.00) (~1.44) (-1.62)
Constant 1.397""" 1.274™" -3.314"" 35017
(4.10) (3.76) (-3.32) (—3.46)
Observations 9773 9771 17,031 17,149
Industry fixed effects Yes Yes Yes Yes
Year fixed effects Yes Yes Yes Yes
Adjusted R-squared 0.207 0.206
Pseudo R-squared 0.213 0.216
F-statistic (P-value) 0.000 0.000 0.000 0.000

Notes: This table presents the effect of CEO incentives structure on integrated
reporting practices using alternative measures of CEO incentives and integrated
reporting practices. All continuous variables are winsorized at the 1% and 99%
to limit outlier influence. The definitions of the variables are presented in Ap-
pendix A. *, ** and *** represent significance at the 10%, 5%, and 1% levels,
respectively.

that younger CEOs with an expected long-term tenure are more likely to
make strategic decisions that prioritize long-term value creation (Antia
et al., 2010). However, CEOs approaching retirement tend to prioritize
investments that yield quick paybacks to preserve their reputation and
secure reemployment opportunities (Antia et al., 2010; Wang, 2024).
This behavior is associated with an agency problem, where CEOs
advance their own interests rather than maximize shareholder value by
engaging in long-term value-added investments (Jensen, 2004). Since
the shift toward an integrated reporting approach is a strategic decision
linked with the value-creation process over time (IIRC, 2013), we hy-
pothesize that CEOs with a long-term decision horizon are more likely to
support and engage in adopting integrated reporting. However, the
structure of CEO compensation may interfere with this relationship, as
our main results document that ST incentives discourage CEOs from
focusing on strategic decisions and encourage a focus on immediate
financial profit, while LT incentives promote the adoption of strategic
decisions and long-term value creation. To examine our hypothesis, we
first measure the CEO decision horizon (CEO decision horizon) using a
proxy developed by Antia et al. (2010), which is as follows:
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CEOdecisionhorizon;, =(IndCEOTenure,q; — CEOTenure; )

+ (mdcEoAge,,,, — CEOAge,, ) ®

Where CEO Tenure is defined as the number of years the CEO has
been in the position, CEO Age refers to the CEQ's age in years, IndCEO
Tenure is the industry median of CEO tenure, and IndCEO Age is the
industry median of CEO age. A positive value of the proxy indicates that
CEOs have a longer expected tenure and are younger compared to other
CEOs working within the same industry, suggesting a long-term decision
horizon. Conversely, a negative value indicates a shorter expected
tenure and older age, suggesting a short-term decision horizon.

In Model 1 of Table 8, CEO decision horizon shows a significantly
positive association with IR (§ = 0.057, p < 0.05). This result supports
our argument that a long-term CEO decision horizon is more likely to
lead to engagement in value-creation decisions, which is consistent with
previous studies finding that firms benefit from CEOs with an expected
long tenure and longevity (Bhagat & Bolton, 2008). Furthermore,
Models 2 and 3 show that the positive relationship between CEO decision
horizon and IR score is negatively (positively) moderated by ST incentives
(LT incentives), respectively. These results provide additional confirma-
tion that ST incentives encourage myopic behavior, leading to less focus
on strategic decisions that drive value creation, while LT incentives
promote a focus on long-term value creation and strategic decision-
making.

5.3.3. Industry variations

The practice of sustainability varies across different industries due to
variations in regulatory strictness, public pressure, political presence,
and industry membership (Carvajal et al., 2022; Frost & Wilmshurst,
2000). Previous studies have established that the focus on sustainability
performance is significant in industries classified as sustainability-
sensitive (Cadez et al., 2019; Frost & Wilmshurst, 2000). Firms oper-
ating in sustainability-sensitive industries are found to allocate re-
sources to improve their sustainability performance (Gull et al., 2024).
Therefore, we examine whether the relationship between CEO
compensation and integrated reporting holds the same across different
industries. Specifically, we divided our sample into two industry groups:
sustainability-sensitive and sustainability-nonsensitive industries. In
line with previous studies (Cho & Patten, 2007; Gull et al., 2024), the
sustainability-sensitive industries are Mining and Minerals, Oil and Pe-
troleum Products, Chemicals, Drugs, Soap, Perfume, Tobacco, Fabri-
cated Products, and Utilities.

Table 9 presents the results for sustainability-sensitive industries
(Models 1 and 2) versus sustainability-nonsensitive industries (Models 3
and 4). In Model 1, the coefficient on ST incentives is negative but not
significant. However, for nonsensitive industries, Model 3 shows a sig-
nificant negative relationship between ST incentives and integrated
reporting. These results support the previous expectation that managers
of firms in sustainability-sensitive industries are concerned about inte-
grating sustainability activities, even when they are incentivized with
short-term incentives. With regard to long-term incentives, both Models
2 and 4 show a significant positive relationship between long-term in-
centives and integrated reporting, regardless of whether the industries
are sustainability-sensitive or not.

5.4. Robustness analysis

5.4.1. An alternative IR measure

As mentioned earlier, integrated reporting is measured as a score
ranging from 0 to 100, as provided by LSEG. The descriptive statistics
reveal that the IR score is skewed toward 0, with a skewness value of 0.7.
Although we winsorize all continuous variables at the 1% and 99%
levels to limit the influence of outliers, we also transform the IR score
using the natural logarithm as an alternative procedure to ensure that
the results are not biased due to data distribution. The results of this
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Table 11
Alternative regression: Propensity score matching (PSM method).
ST incentives dummy IR score LT incentives dummy IR score
Model 1 Model 2 Model 3 Model 4
ST incentives —4.136""
(—4.39)
LT incentives 2,399
(5.18)
Firm size 0.056""" 4,903 0.169""" 4.822""
(6.48) (26.20) (18.91) (27.61)
Leverage 0.033 -5.626"" —0.309""" —3.944""
0.72) (—5.94) (—6.50) (—4.27)
ROA 0.496""" 12,5417 0.582""" 13.626""
(4.44) (5.34) (5.05) (6.43)
Firm age —0.059""" 1.906"" -0.112"" 1.900"""
(—4.76) (6.85) (-8.79) (6.91)
CEO age 0.381"" —-2.243 0.202" —1.490
(4.00) (~1.16) (2.08) (~0.79)
CEO gender —0.021 -1.114 0.018 -1.978"
(—0.44) (-1.11) (0.38) (~2.07)
CEO duality —0.040* 0.171 0.033 —0.187
(~1.91) (0.39) (1.55) (—0.43)
CSR contracting —0.007 5.390""" 0.010 5.704"""
(—0.29) (9.38) (0.41) (10.36)
CSR committee —-0.055"" 36.999""" 0.061"" 37.223""
(—2.34) (61.47) (2.56) (64.03)
Tangible expenditure —0.172"" 3.293"" —-0.270""" 2.518"
(—3.79) (3.38) (—5.89) (2.56)
Board diversity —0.150 18.610"" 0.019 19.686"""
(~1.44) (8.59) (0.18) (9.16)
Board size —0.350""" 2.920""" —-0.520""" 4.378""
(—6.91) (2.93) (~10.05) (4.38)
Board independence 0.348™" 11.564""" 0.266™"" 13.918""
(3.75) (6.32) (2.81) (7.59)
Board experience 2.249™" —-38.113"" 0.295 -32.004"""
(7.41) (—6.45) (0.96) (~5.35)
Board re-election 0.023 2.067"" 0.059™" 2.326™"
(1.11) (4.76) (2.84) (5.34)
Constant -1.690""" —41.138""" —0.794* -51.269""
(-3.78) (—4.96) (-1.74) (—6.35)
Observations 17,816 9936 17,816 10,768
Industry fixed effects Yes Yes Yes Yes
Year fixed effects Yes Yes Yes Yes
Pseudo R-squared 0.016 0.045
Adjusted R-squared 0.634 0.636
F-statistic (P-value) 0.000 0.000 0.000 0.000

Notes: This table presents the effect of CEO incentives structure on integrated reporting practices using the alternative regression method of Propensity Score Matching
(PSM method). All continuous variables are winsorized at the 1% and 99% levels to limit outlier influence. The definitions of the variables are presented in Appendix A.

, **, and *** represent significance at the 10%, 5%, and 1% levels, respectively.

procedure, reported in Models 1 and 2 of Table 10, are consistent with
our main findings in Table 5.

In addition, we use an IR dummy as an alternative measure of inte-
grated reporting, also sourced from LSEG. This ensures that our results
are not driven by a specific measurement approach. To perform this test,
we employed a probit regression model using the IR dummy as the
dependent variable. The results are reported in Models 3 and 4 of
Table 10. In Model 3 of Table 10, there is a negative relationship be-
tween ST incentives and integrated reporting at the 5% significance level,
while Model 4 shows a positive relationship between LT incentives and
integrated reporting at the 1% significance level. These results are
consistent with our main findings reported in Table 5, which strengthens
the robustness of our results, indicating they are not influenced by
particular measures.

5.4.2. Alternative regression models

The relationship between CEO incentives and integrated reporting
might be influenced by endogeneity issues resulting from sample self-
selection bias, omitted correlation factors, and reverse causality. To
control for these potential issues, we employed alternative regression
models: Propensity score matching (PSM), two-stage least squares
(2SLS), and two-step system generalized method of moments (GMM).
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These methods are commonly used in the literature to address such
endogeneity issues (Abweny et al., 2025; Ahmed et al., 2024; Gull et al.,
2024; Wu & Zhou, 2022).

In line with previous literature (Gull et al., 2024; Li et al., 2023), the
PSM method is used to address the sample self-selection bias that may be
present in choosing our sample. To apply this method, we first ran a
probit regression, where the dependent variable is a dummy (ST or LT
incentives dummy) coded as 1 if the CEO incentive (either ST or LT
incentive) is above the overall mean of CEO incentives, and 0 otherwise,
to construct a matched sample. The created matched sample is identical
with a maximum propensity score difference of 1% regarding control
variables (firm-related, CEO-related, and governance-related variables);
however, it differs in terms of CEO incentives. Secondly, we re-estimated
the relationship between CEO incentives and integrated reporting using
the created sample, which consists of 9,936 year-firm observations for
short-term incentives and 10,768 year-firm observations for long-term
incentives, as reported in Table 11.

The results of the PSM method are reported in Table 11, where
Models 1 and 3 show the results of the probit regression, while the ef-
fects of short-term incentives and long-term incentives on integrated
reporting, using the created sample, are reported in Models 2 and 4,
respectively. The results reported in Model 2 show that ST incentives still
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Table 12
Alternative regression: Two-stage least squares (2SLS method).
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ST incentive
(1st stage)

IR score
(2nd stage)

LT incentive
(1st stage)

IR score
(2nd stage)

Model 1
Instrumental ST incentives 0.833"""
(21.39)
Fitted ST incentives
Instrumental LT incentives
Fitted LT incentives
Firm size —0.029"""
(—-21.19)
Leverage 0.022"""
(2.96)
ROA —-0.192""
(-9.75)
Firm age 0.000
(0.09)
CEO age 0.131""
(8.15)
CEO gender —0.008
(—1.43)
CEO duality 0.002
(0.63)
CSR contracting —0.001
(-0.29)
CSR committee —0.035""
(—11.08)
Tangible expenditure 0.007
(1.27)
Board diversity —0.081""
(—5.05)
Board size —0.010
(-1.19)
Board independence —0.206"""
(-12.63)
Board experience 0.267"""
(5.30)
Board re-election 0.014""
(4.76)
Constant —-0.172"
(—2.52)
Observations 17,816
Industry fixed effects No
Year fixed effects Yes
Adjusted R-squared 0.154
F-statistic (P-value) 0.000

Underidentification (P-value)
Weak identification (K-Paap Wald F-statistic)

Model 2 Model 3 Model 4
~74.453""
(~13.78)
0.965"""
(23.56)

43.472™"

(16.91)
2.743™" 0.011""" 4.552""
(13.63) (4.63) (33.36)
—4.841""" —0.042""" —2.725""
(—6.59) (—2.90) (-3.63)
—0.808 —0.257""" 25.948"""
(~0.41) (~5.84) (14.26)
2.388""" —0.017""" 3.056"""
(11.33) (—4.44) (14.15)
5.251""" —0.208""" 5.327"""
(3.21) (~7.25) (3.40)
—~1.648" —0.003 —1.214
(~2.14) (~0.26) (~1.60)
0.769" —0.000 0.646*
(2.30) (—0.06) (1.94)
6.019""" —0.002 6.141"""
(13.93) (—0.42) (14.24)
33.941""" 0.023™" 35.440""
(64.33) (4.09) (75.40)
6.818"" —0.047""" 8.571""
(10.29) (—4.39) (12.91)
12.534™" 0.103™" 14.306™"
(7.38) (3.08) (8.58)
3.994""" 0.034™" 3.831""
(5.21) (2.32) (5.02)
-0.787 0.172"" 5.756"""
(—0.45) (5.84) (3.96)
—21.900"" —-0.769"" —6.183
(—4.44) (—8.79) (~1.18)
2.719"" —0.020""" 2.573""
(8.10) (—3.55) (7.81)
-32.415"" 0.784" -103.127""
(~5.26) (6.04) (~13.84)
17,816 17,816 17,816
No No No
Yes Yes Yes
0.624 0.081 0.626
0.000 0.000 0.000
0.000 0.000
457.593 555.286

Notes: This table presents the effect of CEO incentives structure on integrated reporting practices using the alternative regression method of two-stage least squares
(2SLS method). All continuous variables are winsorized at the 1% and 99% levels to limit outlier influence. The definitions of the variables are presented in Appendix A.

have a negative relationship with the integrated reporting score at the
1% significance level. Model 4 also shows results consistent with the
main findings, indicating that LT incentives are positively related to in-
tegrated reporting at the 1% significance level. These results provide
additional confidence that our sample is not influenced by self-selection
bias.

Our results may be influenced by omitted correlation factor bias, as
CEO incentives are likely affected by other factors, such as CEO attri-
butes and firm strategy, which could drive the findings. To address the
potential impact of omitted correlation factors, we follow previous
studies (Ahmed et al., 2024; Gull et al., 2024; Meqbel et al., 2025) and
employed the 2SLS method. In the first stage reported in Table 12, we
ran ordinary least squares (OLS) regressions to estimate the fitted value
of ST incentives (Model 1) and LT incentives (Model 3) using an instru-
mental variable, which is the industry average of ST incentives and LT
incentives based on the Fama-French 12 industry classification. The
rationale for using the industry-average of CEO compensation as an

*, ** and *** represent significance at the 10%, 5%, and 1% levels, respectively.
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instrumental variable is that a firm's CEO compensation is influenced by
the average compensation of other CEOs within the same industry.
However, the industry average of CEO compensation does not directly
impact a firm's integrated reporting practices. In the second stage, re-
ported in Table 12, we used the fitted values of ST incentives (Model 2)
and LT incentives (Model 4) to estimate integrated reporting, including
the other control variables as specified in Equation (1).

The first stage results show that the coefficients on the instrumental
variables for ST incentives (Model 1) and LT incentives (Model 3) are
positive and significant at the 1% level. These results confirm that
compensation levels positively influence CEO compensation in peer
firms. The results of the second stage show that the fitted value of ST
incentives (Model 2) is negatively related to integrated reporting, while
the fitted value of LT incentives (Model 4) is positively related to inte-
grated reporting at the 1% significance level. These findings ensure that
our results are not affected by endogeneity issues arising from omitted
correlation factors, reinforcing our main results' robustness. Table 12
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Table 13
Alternative regression: Two-step system generalized method of moments (GMM
method).

IR score
Model 1 Model 2 Model 3
ST incentives —4.287"""
(—2.88)
LT incentives 1.696"
(2.33)
TOT incentives 9.261""
(2.18)
Firm size 1.120” 1.2217" 1.157"
(2.36) (2.63) (2.34)
Leverage —3.945 —3.747""  -3.427"
(—2.83) (—2.64) (—2.25)
ROA 2.985 3.690 0.571
(1.06) (1.32) (0.18)
Firm age —2.598 —2.369 —-3.984""
(-1.44) (-1.27) (—2.16)
CEO age 25.581 16.450 4.120
(1.32) (0.91) (0.24)
CEO gender —0.580 3.982 4.423
(—0.05) (0.34) (0.33)
CEO duality 15.015" 14.326""  14.343""
(3.18) (3.10) (2.89)
CSR contracting 0.651 0.648 0.638
(1.16) (1.12) (1.08)
CSR committee 18.869”"  18.690""  18.8417
(12.30) (12.12) (12.31)
Tangible expenditure 1.072 0.927 2.550
(0.65) (0.56) (1.35)
Board diversity 10.291 11.878 13.354
(1.45) (1.57) (1.62)
Board size 2.321 2.032 3.924"
(1.43) (1.32) (2.09)
Board independence 10.099"" 9.912"" 11.200""
(2.78) (2.79) (3.03)
Board experience —54.687 —49.610"  —34.149
(-2.39) (—2.04) (—1.47)
Board re-election 1.759" 1.669" 1.764"
(2.36) (2.18) (2.21)
IR score (t-1) 0.366""" 0.368"" 0.351""
(4.18) (4.11) (3.91)
IR score (t-2) 0.259"" 0.265"" 0.271°""
(4.39) (4.43) (4.48)
Constant —112.828 —85.036 —48.846
(—1.47) (-1.16) (—0.70)
Observations 17,320 17,320 17,320
Industry fixed effects Yes Yes Yes
Year fixed effects Yes Yes Yes
ARI statistic (P-value) 0.000 0.000 0.000
AR2 statistic (P-value) 0.233 0.209 0.188
Hansen test of overid. restrictions (P- 0.167 0.159 0.290
value)
F-statistic (P-value) 0.000 0.000 0.000

Notes: This table presents the effect of CEO incentives structure on integrated
reporting practices using the alternative regression method of two-step system
generalized method of moments (GMM method). All continuous variables are
winsorized at the 1% and 99% levels to limit outlier influence. The definitions of
the variables are presented in Appendix A. *, **, and *** represent significance
at the 10%, 5%, and 1% levels, respectively.

also presents the validity tests of the 2SLS method. Specifically, the weak
identification test (K-Paap Wald F-statistic) shows values significantly
above 10, which is the critical threshold suggested by Stock et al. (2002)
for assessing the validity of instrumental variables used in the 2SLS
method.

Although we documented that CEO incentives directly affect inte-
grated reporting practices, the possibility of reverse causality in this
relationship may exist. Indeed, Core (2020) contends that firms may
alter CEO incentive packages according to their reporting behavior.
Therefore, we employed the GMM method to address the possibility of
reverse causality in our relationship. This method is commonly used in
the literature as it effectively addresses reverse causality issues (Abweny
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et al., 2025; Gull et al., 2023). We use the approach of Wintoki et al.
(2012) to identify the appropriate number of dependent variable lags to
be included in our estimation of the GMM method. The untabulated
results reveal that the first and second lags of the dependent variables
are significant, and these lags are included as regressors when esti-
mating the GMM method.

The results of the GMM method reported in Table 13 are consistent
with our main results shown in Table 5, indicating that our findings are
not driven by reverse causality. In addition, Table 13 presents the
validation test of the GMM method. Particularly, the p-value of the first
serial correlation (AR1) is significant, while the second serial correlation
(AR2) and the Hansen test of overidentification restrictions are not
significant in models 1-3. As Wintoki et al. (2012) suggested, these re-
sults indicate that the models are valid and incorporate appropriate and
exogenous instrumental variables.

6. Conclusion

Existing literature on factors influencing integrated reporting has
primarily focused on boardroom structure and other external and in-
ternal corporate governance mechanisms, overlooking the critical role
of the CEO in overall business strategies and decisions (Baboukardos
et al., 2021; Esposito et al., 2023; Raimo et al., 2021; Vitolla et al.,
2020). Therefore, our study examines how CEO short-term and long-
term incentives could influence management's tendency toward IR
practices for a sample of US firms from 2006 to 2022.

Our findings highlight the significant impact of CEO incentives on
integrated reporting practices. Particularly, short-term incentives are
associated with lower IR scores, reflecting a tendency towards short-
termism and less strategic focus. This result aligns with the myopic
perspective, which suggests that when CEOs are rewarded based on
immediate performance, they are more likely to prioritize short-term
gains. In contrast, we find that long-term incentives are positively
associated with higher integrated reporting (IR) scores. Drawing on
incentive alignment theory, this finding suggests that aligning CEO in-
terests with the company’s long-term goals fosters more comprehensive
and responsible reporting practices. These outcomes underscore the
importance of well-structured CEO compensation packages that priori-
tize long-term sustainability and strategic thinking within corporate
governance. Our additional tests further reveal that firm value improves
when CEOs are incentivized with long-term rewards, whereas short-
term incentives are associated with a negative impact on firm value.

The findings of this study have important implications for corporate
governance and public policy. From a governance perspective, the re-
sults offer practical guidance to corporate boards by highlighting the
importance of designing CEO compensation packages that prioritize
long-term incentives, such as stocks and options. Aligning executive
rewards with long-term performance encourages managerial behavior
that supports sustainable growth and fosters the adoption of integrated
reporting practices. By enhancing transparency and long-term
accountability, integrated reporting can help build greater trust
among investors, regulators, and other stakeholders. For policymakers,
these findings provide empirical support for shaping regulatory frame-
works and industry standards that discourage short-termism and pro-
mote responsible corporate behavior. Encouraging organizations to
adopt compensation structures aligned with long-term value creation
can contribute to more sustainable and resilient business practices.

This study presents two limitations that future research could
address. First, while the analysis is based on a large sample of US firms,
the exclusive focus on a single country may limit the generalizability of
the findings to other institutional and regulatory environments. Future
research could address this limitation by extending the sample to
include firms from other countries, allowing for cross-country compar-
isons of integrated reporting practices. Second, although this study
contributes to the literature by focusing on the underexplored role of
CEO incentives in shaping integrated reporting, there remains scope to
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investigate additional factors that may influence IR adoption. For
instance, future research could explore how the presence and charac-
teristics of dedicated sustainability committees, including their
composition, expertise, and oversight responsibilities, affect the extent
and quality of integrated reporting, given their role in overseeing ESG
matters and aligning sustainability with corporate strategy.
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Appendix A

Variables, their measurement, and data source

Variable Measure Data source
IR score Integrated reporting score measured using a score ranging from 0 to 100. LSEG
ST incentives Sum of salary and bonus divided by total incentives. EXECUCOMP
LT incentives Sum of stocks and options divided by total incentives. EXECUCOMP
TOT incentives Natural logarithm of total incentive (salary, bonus, value of restricted stocks granted, value of options granted, long-term incentive EXECUCOMP
payout, other compensation), divided by number of executive directors.
Salary Salary divided by total incentives. EXECUCOMP
Bonus Bonus divided by total incentives. EXECUCOMP
Stocks Value of restricted stocks granted divided by total incentives. EXECUCOMP
Options value of options granted divided by total incentives. EXECUCOMP
Tobin Q Market value of equity plus total assets minus book value of equity divided by total assets. Worldscope
Firm size Natural logarithm of total assets. Worldscope
Leverage Total liabilities divided by total assets. Worldscope
ROA Return on Assets calculated at income before extraordinary items divided by total assets. Worldscope
Firm age Natural logarithm of years since firm has been incorporated. Worldscope
CEO decision horizon Difference between the industry-average CEO tenure and the CEO's tenure, plus the difference between the industry-average CEO ageand =~ EXECUCOMP
the CEO's age.
CEO age Natural logarithm of CEO age. EXECUCOMP
CEO gender Dummy variable coded 1 if CEO is male, and 0 if CEO is female. EXECUCOMP
CEO duality Dummy variable coded if CEO also serves as board chair, 0 otherwise. LSEG
CSR contracting Dummy variable coded 1 if CEO’s incentive is linked to a corporate social responsibility (sustainability) target, O otherwise. LSEG
CSR committee Dummy variable coded 1 if a firm has a corporate social responsibility (CSR) committee, O otherwise. LSEG
Tangible expenditure Total property, plant, and equipment, divided by total assets. Worldscope
Board diversity Percentage of female directors on board. LSEG
Board size Natural logarithm of the number of directors on board. LSEG
Board independence Percentage of independent directors on board. LSEG
Board experience Average number of years’ directors have remained on the board. LSEG
Board re-election Dummy variable coded 1 if all directors are subject to re-election individually, O otherwise. LSEG
Ln IR score Natural logarithm of the integrated reporting score LSEG
IR dummy Dummy variable coded 1 if the firm’s annual report includes a section that discusses and analyzes both financial and non-financial issues, = LSEG
and 0 otherwise.
Instrumental ST Industry average of CEO short-term (ST) incentives, calculated based on the Fama-French 12 industry classification. EXECUCOMP
incentives
Instrumental LT Industry average of CEO long-term (LT) incentives, calculated based on the Fama-French 12 industry classification. EXECUCOMP
incentives
ST incentives dummy Dummy variable coded 1 if CEO’s short-term (ST) incentives are above the sample mean of ST incentives, 0 otherwise. EXECUCOMP
LT incentives dummy Dummy variable coded 1 if CEO’s long-term (LT) incentives are above the sample mean of LT incentives, 0 otherwise. EXECUCOMP

Data availability

Data will be made available on request.
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