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Abstract: This study examines the relationship between ex-auditor CEOs in companies and corporate
social responsibility disclosure in the Indonesian setting, where the presence of ex-auditor CEOs is
increasing every year. We use the sample of 581 firm-year observations from 106 firms that published
sustainability reports on the Indonesian Stock Exchange from 2010–2020. The results show that CEOs
with an auditor background are more likely to disclose CSR information. This suggests that the
auditor background of the CEO can affect corporate decision making, specifically the decision of CSR
disclosure, because their auditing experience is also related to a monitoring mechanism of voluntary
information, such as CSR disclosure. Moreover, auditors are practically accustomed to being required
to have professional judgment when carrying out their work, so they are more aware and careful in
terms of running a sustainable business by disclosing the CSR. This study enhances the literature by
providing insights into the disclosure practice of CSR among firms with ex-auditor CEOs that are
robust to Heckman’s two-stage model and the Coarsened Exact Matching test. This study provides
empirical evidence of a relationship between ex-auditor CEOs and CSR information disclosure and
several additional analyses in the period of a voluntary sustainability report in Indonesia.

Keywords: ex-auditor CEO; CSR disclosure; voluntary reporting; corporate sustainability

1. Introduction

Recently, mounting research is focused on the issue of corporate social responsibility
since, nowadays, firms should not only prioritize their own economic benefit but also
consider the interests of their stakeholders through their CSR activity. Therefore, many
firms engage in CSR in order to conduct business in an ethical manner [1]. Businesses
nowadays are developing sustainable business models that consider environmental, social,
and governance issues [2]. Hence, companies are trying to communicate their sustainable
activities and development to stakeholders through CSR reports to decrease information
asymmetry [3,4].

Currently, corporate governance is an important determinant of CSR disclosure to
ensure that firms comply with their social obligations [5], because corporate governance
can determine the systems, principles, and processes through which an organization creates
an environment with sound behaviors [6]. As resource dependence theory suggests, firms
can engage in different strategies by accessing key resources, such as individuals, to reduce
uncertainty and increase discretion and control over their activities [7,8]. Nowadays,
successful management should focus on stakeholder demand and can guide CSR reporting
and enhance non-financial performance. This is because companies often face pressure
from their stakeholders to invest in socially responsible activities [9]. Corporate governance
has already evolved from a “profit-centered model” to a “social responsibility model” [1].
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For example, now CEOs have the role of undertaking proper resource allocation and
strategic decision making related to CSR. Prior studies mention that CEO characteristics
could explain the disclosure of the CSR activity of a firm [9–13]. They play a crucial role in
reassuring their shareholders that the firms can still fulfil the CSR disclosure objectives [14].

In this study, we examine how an ex-auditor CEO influences a firm’s CSR disclosure.
This is because the characteristics of the top executives, especially CEOs, can affect organiza-
tional decisions and behaviors [15,16]. Specifically, we aimed to examine CEOs with work
experience as an auditor. In practice, a former auditor has been exposed to different types
of business, and this can provide valuable experiences regarding the firm’s transactions,
business strategy, and reporting [17]. There are several reasons why studying ex-auditor
CEOs and CSR disclosure matters.

First, starting a career as an auditor at a public accounting firm is often considered a
“steppingstone” to achieving a better career path [18]. Thus, it is not surprising that some
executives of companies in Indonesia seem to have work experience as auditors. Second, in
practice, the profession of auditor is responsible for ensuring that stakeholders can obtain
accurate and timely information regarding the company’s actions [19]. Moreover, the audit-
ing process is essential to ensuring a monitoring mechanism that can enhance voluntary
information disclosure, such as CSR disclosure [20]; therefore, there is the possibility that a
CEO with an auditor’s background will be more aware of the importance of CSR disclosure
for the company stakeholders. Hence, it thought it would be interesting to specifically
examine CEOs with an auditing background because they are part of the top management
level and have the authority to decide the level of CSR disclosure [11].

Third, the auditors’ role cannot be separated from the precautionary principle because
they are responsible for issuing useful outcomes for stakeholders to help them make
decisions. In practice, auditors are required to have unbiased professional judgment in
order to conduct the audit process and be part of fraud detection [21,22]. The characteristics
of ex-auditor CEOs can be carried over in former auditors that serve as the top management
in a company. This could encourage them to be more aware and careful when running a
sustainable business through increased disclosure of information in CSR reports, because
voluntary CSR disclosure might be used as a signaling mechanism to indicate that there is
“nothing to hide” and to avoid adverse market reactions [23]. Fourth, auditors are required
to understand new reporting standards or issues that may affect company reporting,
including CSR reporting standards and trends [24]; thus, CEOs with an auditor background
tend to be more familiar with CSR reporting.

In this study, we used upper echelon theory to explain that the characteristics of the
top management, such as CEOs, affect preferences in the decisions related to CSR reporting.
For example, CEOs with characteristics like political conservatism tend to reduce their level
of CSR [10]. This finding encouraged the authors to make a connection with the background
characteristics of the executives as an auditor, because executives who have accounting
expertise have the potential to be associated with more conservative characteristics since
they tend to avoid uncertainty [25].

Nevertheless, another study in the literature claimed that auditors also have the role
of improving CSR engagement; therefore, there is the possibility that CEOs who have
experience as auditors will be more considerate when disclosing CSR information and this
could encourage them to invest and engage in CSR activities [26]. Therefore, we argue that
the characteristics adopted from work experience as an auditor could affect the CEO when
they are making decisions, such as CSR information disclosure.

This study is interesting because there is a lack of empirical evidence examining
the relationship between ex-auditor CEOs and CSR disclosure. This study is unlike the
prior studies [27–29], which only consider the association between the ex-auditor top
management and the audit outcomes. We want to specifically look at the impact of work
experience as an auditor in the CEO position in relation to their strategic decisions, such as
the decision to undertake CSR disclosure. The study of specific attributes of ex-auditors
is still underexplored in Indonesia, even though the number of CEOs with an auditor
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background tends to increase every year. In this study, we consider the characteristics and
abilities of CEOs with auditing work experience in relation to managerial decisions, such
as CSR disclosure. The topics related to factors that affect the firm’s CSR disclosure matter
because this is closely related to the firm’s sustainability.

We used the sample data period of 2010–2020 of Indonesian listed companies. This
was when there was no mandatory rule for Indonesian listed firms to disclose their level of
corporate social responsibility in their sustainability report. Therefore, this study provides
empirical evidence of the relationship between ex-auditor CEOs and their decision to
disclose CSR.

We expect our study to enhance the literature on ex-auditor CEOs and CSR disclosure,
specifically in the setting of an emerging country like Indonesia. We extended this study by
considering an institutional setting in which the number of ex-auditor CEOs in Indonesia
tends to increase, and we used the voluntary period of a sustainability report in Indonesia.
Furthermore, we show that ex-auditor CEOs have characteristics that might affect them
when taking a strategic decision, specifically CSR reporting. This study also provides empir-
ical evidence to support upper echelon theory, which states that the personal perspectives
and background of senior executives have a significant role in their decision making.

In practice, our study proposes that the work experience of a CEO, specifically auditor
background, can be a novel determinant of CSR reporting decisions. The results suggest that
ex-auditor CEOs provide more CSR disclosure that is in accordance with GRI standards.
This insight could be utilized in company management when selecting the company
organs, e.g., selecting top management with auditing work experience. It is important
to identify the drivers of CSR reporting, because economically, more and better CSR
information can benefit the capital market through greater liquidity, lower cost of capital,
and better capital allocation [30]. The decision to increase CSR disclosure is expected to be
an effective tool to encourage and drive firms to engage in better social and environmental
actions. This condition can indirectly contribute to the economic growth of companies
running sustainable businesses. Investors and other stakeholders can gain benefits and
insights to help them take the decision, because increased CSR disclosure can enhance their
information transparency.

The remainder of this paper is organized as follows. Section 2 presents the literature
review and hypothesis development. Section 3 explains the research methodology. Section 4
contains the result and discussion, and Section 5 presents the conclusion.

2. Literature Review
2.1. Indonesia’s Setting and CSR Disclosure

Previously, the study conducted by the Center for Governance, Institutions, and
Organizations of the National University of Singapore discovered that, among ASEAN
countries, Indonesia has the lowest quality CSR disclosure. Countries like the Philippines,
Malaysia, Singapore, and Thailand have disclosure levels of 56.3%, 64.5%, 61.7%, and
60%, respectively, while Indonesia has a 53.6% CSR disclosure quality level. Indonesian
companies have experienced a lack of awareness in terms of taking the initiative when
engaging with CSR activities. However, the CSR commitment level in Indonesia has
improved because there is external pressure from both the public and government [31].
This external pressure emerged as there is an increasing concern about the weak CSR
implementation of Indonesian companies.

In practice, based on Law No. 40 from 2007 concerning Limited Liability Companies,
regulated public companies that carry out their business activities related to natural re-
sources should report their social and environmental responsibility in their annual reports.
However, the information regarding the companies’ sustainability activities is more focused
on a stand-alone report, such as a sustainability report. Therefore, the Financial Services
Authority of Indonesia issued regulation POJK 51/2017 concerning the implementation of
sustainable finance by requiring public companies to publish sustainability reports in 2021.
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However, it was delayed until 2022 due to the COVID-19 pandemic. As a result, all listed
firms prior to 2022 still voluntarily disclose their sustainability reports.

In this study, we measure the CSR disclosure by using a sustainability report, be-
cause this report specifically delivers more comprehensive information of the company’s
economic, environmental, and social performance [32]. Furthermore, this study used the
period when sustainability reporting was still voluntary in Indonesia. This condition pro-
vides a special setting because of the initiatives and intentions of management to prepare
the stand-alone report. Therefore, the firm’s management must have gone through careful
consideration to disclose CSR through the sustainability report.

Previous study also mentioned that CSR reporting in Indonesia is mainly driven by
internal factors such as corporate governance mechanisms [33]. Therefore, in this study,
we aimed to examine the internal factors, specifically the characteristics of the executives
based on work experience, which could affect their decision making when engaging with
CSR disclosure.

2.2. Previous Studies of CEO’s Background and CSR Disclosure

Limited studies provide empirical evidence of CEO characteristics and CSR disclosure
in Indonesia. First, we noted in several studies that the presence of a foreign board in a
firm could improve corporate social responsibility [34]. This result suggests that corporate
governance mechanisms, such as the identity of the board, affect strategic decisions such
as CSR. Second, a prior study found that CEO characteristics, such as busyness, tenure,
and the frequency of CEO meetings, could affect CSR disclosure [14]. This study suggested
that certain characteristics of CEOs could be reflected in their strategic decisions, such as
CSR disclosure strategy. Third, previous studies found that the political connection of
board members influences the extent of CSR disclosure in companies, and the findings
indicated that the background and work experience of the board are related to the level of
CSR disclosure [31,35,36].

However, most of these studies examine CSR disclosure using information from
the annual report. In our study, we specifically used a sustainability report because this
report is a stand-alone report of firm’s CSR activities, and the content is more focused on
delivering information regarding the sustainability of companies [32]. Moreover, we used
the setting of a voluntary period for public companies to publish sustainability reports.
This period provides a special setting through which to study the motivation of firms
to prepare sustainability reports voluntarily, as the firm’s management must have gone
through careful consideration when disclosing CSR.

Therefore, we aimed to examine the previous work experience of CEOs, especially
auditor backgrounds, as related to their decision regarding CSR disclosure. We argue that
an auditor background provides CEOs with several characteristics that influence them
when they serve as a CEO and can affect them when making a strategic decision, including
CSR disclosure. Previous literature highlighted the characteristics of an accounting back-
ground executive in terms of the strategic decision of corporate investment efficiency [25].
Nevertheless, as far as we are aware, there are few studies exploring CEOs with an auditor
background in relation to the company’s strategic decisions. Most studies focus on the
audit outcomes of firms when their CEO has the same auditor background as the audit
firm that audited them.

A similar study used the basis of upper echelon theory, which states that the experience,
values, and personalities of the executives greatly affect their interpretation of the situations
that they face, which will influence their decisions [6]. In relation to the CEO’s profession in
the company, the accumulated work experience can contribute to the personality and skill
development of the individual CEOs. The experience, personalities, and values involved
cause the senior executives to have different personal perspectives. Previous research using
this theory also states that work experience can shape the behavior of executives when
faced with risks, and this will have an impact when they have to make strategic decisions
in the company [25]. Based on this theory, strategic choices at the firm level can be based
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on the characteristics and values of the top managers, and therefore, firms are a reflection
of their executives [10].

There are several motivations that explain why corporate executives disclose CSR
activities: First, they believe that they have a moral imperative when they invest in CSR
activities [12]; second, to maintain the firm’s financial interest, such as establishing a
reputation for being socially responsible to maintain loyal customers; third, to boost their
professional or personal reputation. These reasons show that firms may disclose CSR
information because of the motives of corporate executives.

2.3. Ex-Auditor CEOs and CSR Disclosure

A previous study found that executive’s previous work experience can shape their
behavior when faced with risk and this will have an impact when they have to make a
decision when serving as CEO [25]. Hence, experience of CEOs could affect how they make
decisions. For example, another study found that CEO interlocking through serving on
other companies’ audit committees or boards could enhance CSR performance [37]. This
study indicated that a corporate executive has a significant influence on CSR decisions and
that CEO experience is valuable when making decisions regarding CSR activities. Moreover,
it was discovered that the CEO’s personal background, including work experience, has
a significant influence on the voluntary disclosure choices [38]. Manager characteristics
could also be a key determinant of voluntary CSR reporting [30]. This shows that the CEO
influences the level of CSR activity disclosure. This is because CEOs are individuals in the
top management hierarchy who are responsible for the actions and performance of the firm,
including the decision to disclose CSR activity to the public [10]. Therefore, CEOs have a
significant role in ensuring that the company can fulfill its CSR disclosure objectives [5].

There are several motives as to why CEOs disclose voluntary CSR reports, such as
minimizing information asymmetry [4], providing relevant information for stakeholders
to make decision [39], indicating that there is nothing to hide (a signaling mechanism),
avoiding any adverse market reaction [23], and communicating sustainable activities to
manage public impressions [40].

In the context of their work experience as auditors, previous studies found that the
auditor profession is used to assess fraud risk in which the characteristics of professional
skepticism are an important basis [41]. Indirectly, auditors tend to have a skeptical mind-
set. These characteristics can be carried over when they hold important positions in the
company and influence decision making, including the decision to invest in CSR disclosure.

The preferences and values of CEOs can have a significant influence on corporate
decisions such as CSR disclosure [11]. There are several reasons why CEOs with an auditor
background could be related to the likelihood of CSR disclosure. First, the auditors’ role
cannot be separated from the precautionary principle because they are responsible for
issuing useful outcomes for stakeholders to make a decision. In practice, auditors are
required to have an unbiased professional judgment when conducting the audit process
and fraud detection [21,22]. Based on these traits, they will become more aware and
carefully consider disclosing the CSR report to maintain the good image of a company. This
is because non-financial factors such as CSR also need to be considered by the CEO [13].

In practice, CSR can be used as a management tool to increase the company’s repu-
tation. The CEO often receives both praise or criticism when they engage with the social
behavior of the organization, and this attention is not only directed towards the firm [11].
If firms disclose their CSR activities, they will receive scrutiny from the mass media and
socially responsible investment funds [13], and if the firms perform better, the CSR activities
can obtain legitimacy [13]. Therefore, a company is required to disclose information when
delivering the company’s CSR performance. Prior studies even mention there are several
benefits for firms that disclose their CSR activities, such as improved transparency [42], ac-
countability [43], reputation [44], company legitimacy [45], and awareness of environmental
and social practice [46].
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Furthermore, another study that examined auditor attributes in relation to CSR dis-
closure discovered that auditor size, age, and specialization have a positive association
with the client’s CSR disclosure [26]. The findings were supported by the argument that
the auditor could encourage their client to disclose more social and environmental infor-
mation to their stakeholders. The auditor also has the role of enhancing the reliability and
credibility of the CSR reporting [47], or increasing the credibility of the information from
the sustainability reporting [48]. Another prior study points out that external auditors can
affect a firm’s CSR activities [49]. Based on these findings, it was shown that auditors also
have the role of improving CSR disclosure; therefore, there is the possibility that CEOs who
have experience as auditors in an accounting firm will be more likely to consider disclosing
their CSR activities. This argument is supported by upper echelon theory, which states
that the values and characteristics of the top management obtained from prior experience
could affect the decisions they make [15]. Based on these arguments, we also propose the
following hypothesis.

H1. Companies with ex-auditor CEOs are more likely to disclose CSR information.

3. Research Methodology
3.1. Sample and Data Source

This research employed the quantitative approach to test the causality between ex-
auditor CEOs and their tendency to disclose their CSR activities. This approach is ap-
propriate because it enabled us to statistically examine and measure the variables using
secondary data. The independent and control variables were obtained from the annual
reports and OSIRIS database, while the data of the dependent variables in this study were
gathered from the sustainability reports of Indonesian listed companies. We focused on
using information from stand-alone sustainability reports because this type of reporting
helped to better evaluate the readability of CSR information [50]. We used data from
non-financial companies that were listed on the Indonesian Stock Exchange (IDX) from
2010–2020.

For the sample selection criteria, we excluded firms with a standard industrial clas-
sification (SIC) code number 6. This consisted of companies from the finance, insurance,
and real-estate industries and was done so in order that the research can be more com-
parable [51]. We excluded them to avoid bias because the financial industries are highly
regulated, including sustainability reports-related regulations. The sample selection criteria
are presented in Table 1. The initial observation of this study was that all non-financial
listed firms disclose sustainability reports based on the GRI Index. After we excluded the
firms with a SIC code number 6 and any missing data, the final observation included 581
firm-years from 106 unique firms, since there was no mandatory rule for Indonesian-listed
firms to disclose a sustainability report in this study period.

Table 1. Number of observation.

Observation Amount Unique Firm Amount

Indonesian Listed Firms That Disclose a
Sustainability Report (2010–2020) 878 162

Excluded by:

SIC 6 (251) (45)

Missing data (46) (11)

Final Observation 581 106

3.2. Variables Definition

The dependent variable of this study is CSR disclosure. We measured the CSR disclo-
sure by scaling up the total items disclosed in the sustainability report by the total items
that should be disclosed based on the GRI guideline. We refer to the total items of the GRI
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index that is used by the company, which is mentioned in the sustainability reports. In
this study, we used several types of GRI guidelines for the research timeframe, such as
GRI G.3, GRI G 3.1, GRI 4 index, GRI standard comprehensive option, and GRI standard
core option [33,52]. We calculated the number of items disclosed in the sustainability
report divided by the maximum amount disclosed for each guideline, such as GRI G.3 with
123 items, G3.1 with 126 items, G4 with 150 items, and the GRI standard comprehensive
with 147 items. However, the amount for the GRI G4 and standard core options were based
on each firm’s condition.

The variable of interest in this study is ex-auditor CEOs. An ex-auditor CEO is an
executive in a top management position in a company who has experience as an auditor
in a public accounting firm. In practice, the CEO has a crucial role in making company
decisions and overseeing the overall activity of the company [53]. Moreover, CEOs have
the authority to decide on CSR disclosure in a company [11]. In this study, we manually
collected data of ex-auditor CEOs by obtaining the information from the profile of the CEO
in the annual report. We also double checked the information concerning the auditor work
experience of the CEO through media coverage such as LinkedIn, Bloomberg, and the
company’s website. If there was no detailed information about the work experience of the
CEO in the annual report, or on LinkedIn, Bloomberg, or the internet, we excluded these
data from our sample and categorized them as missing to reduce any bias. This variable
was coded 1 if the CEO had work experience as an auditor in a public accounting firm, and
0 otherwise.

In this study, we used several control variables drawn from aspects of corporate
governance mechanisms and firm characteristics that can be several determinants to explain
the function of CSR [13,14,31,34]. First, the governance control variable consisted of CEO
tenure because it can affect the motivation and commitment of the CEO to disclose CSR [13].
Second, auditor tenure was selected because we believe that the duration as an auditor
affects knowledge and expertise [54], so it may affect them in making CSR decisions
when they are serving as a CEO. Third, board size was considered because it is associated
with monitoring mechanisms that could affect CSR disclosure [55]. Fourth, the presence
of a Big 4 auditor could contribute to enhancing the level of voluntary disclosure [56].
In addition, we controlled for several predictors of the firm’s CSR disclosure based on
corporate characteristics, such as property plant equipment, firm age, firm profitability, firm
size, and leverage [14]. This study also used the year fixed effect, industry fixed effect, and
GRI guideline type fixed effects to control for the differences in the research observation
period, the industry characteristics, and the different types of GRI standard used. This is
because these three components could affect the CSR reporting of firms [56].

3.3. Empirical Model

This study aimed to examine the relationship between ex-auditor CEOs and CSR
disclosure. We used the fixed effect regression model with a clustering approach, as
presented in the following equation:

CSRDi,t = β0 + β1CEOEXAUDi,t + β2 CEOTENUREi,t + β3 AUDITORTENUREi,t + β4BSIZEi,t +
β5BIG4i,t + β6PPEi,t +β7AGEi,t + β8ROA + β9FSIZEi,t + β10LEVi,t + YEAR FE +

INDUSTRY FE + GRI FE + εi

We expected the variables of ex-auditor CEO (CEOEXAUD), auditor experience tenure
(AUDITORTENURE), board size (BSIZE), the presence of a Big 4 auditor (BIG4), property
plant and equipment (PPE), firm age (AGE), firm’s profitability (ROA), and firm size (FSIZE)
to have a positive relationship with CSR disclosure. In contrast, we expected the variables
CEO tenure (CEOTENURE) and leverage (LEV) to have a negative relationship with CSR
disclosure, because of the potential horizon problem and the firm’s financial conditions.

The regression model was used to test the hypothesis of this study, and the details of
the variables can be seen in Table 2.
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Table 2. Operational variable definition.

Variable Measurement Data Source

Dependent Variable

CSR Disclosure CSRD
The score of CSR disclosure was obtained by dividing
the total items disclosed by the total items that should
be disclosed based on the GRI index.

Sustainability
Report

Independent Variable

Ex-Auditor CEO CEOEXAUD
The dummy variable is given a value of 1 if the CEO has
work experience as an auditor in a public accounting
firm, and 0 otherwise.

Annual Report

Control Variable

CEO Tenure CEOTENURE Number of years a person has served as the CEO of
a company. Annual Report

Auditor Experience
Tenure AUDITORTENURE Number of years of a CEO’s auditor experience. Annual Report

Number of Company
Boards BSIZE Number of members of the board of commissioners and

board of directors. Annual Report

Auditor BIG4 BIG4 The dummy variable was assigned a value of 1 for
companies audited by Big4 audit firms, and 0 otherwise. Annual Report

PPE PPE The value of the natural logarithm of the company’s
PPE amount. OSIRIS

Firm Age AGE Natural logarithm of the number of years since the
company was founded. OSIRIS

Profitability ROA Total net income divided by the total assets of
the company. OSIRIS

Firm Size FIRMSIZE Natural logarithm of total assets. OSIRIS

Leverage LEVERAGE Total debt. divided by total assets. OSIRIS

4. Results and Discussion
4.1. Descriptive Statistics and Univariate Analysis

In this study, we present the information regarding the sample distribution of ex-
auditor CEOs in this study as shown in Table 3. The data provided in the following sample
distribution only involve the CEOs of listed firms that published sustainability reports.
Panel A shows the sample distribution based on year and it indicates that the highest
percentage of ex-auditors in firms was seen in the year 2019. Moreover, Panel B indicates
the sample distribution based on industry categories (SIC code), and it shows the highest
percentage of ex-auditor CEOs in the industries with a SIC code number 2 and 4. This
implies that the highest percentage of ex-auditor CEOs were mostly found in manufacturing
and transportation, communications, electric, gas, and sanitary service firms. However,
the information on the sample distribution could not be generalized to all Indonesian
listed firm contexts because we only provided the sample distribution of the percentage of
ex-auditor CEOs from the non-financial firms that published sustainability reports.
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Table 3. Sample distribution.

Panel A: Sample Distribution Based on Year

Year Percentage of Ex-Auditor CEO

2010 0.34%

2011 0.52%

2012 0.69%

2013 0.52%

2014 0.34%

2015 0.17%

2016 0.34%

2017 0.69%

2018 0.69%

2019 1.55%

2020 1.20%

TOTAL 7.06%

Panel B: Sample Distribution Based on Industry

Industry (SIC Code) Percentage of Ex-Auditor CEO

Agriculture, Forestry, and Fishing (0) 0.52%

Mining and Construction (1) 1.20%

Manufacturing (2) 1.89%

Manufacturing (3) 0.17%

Transportation, Communications, Electric, Gas, and
Sanitary Service (4) 1.89%

Wholesale and Retail Trade (5) 1.03%

Services (7) 0%

Services (8) 0.34%

TOTAL 7.06%

Furthermore, we present the descriptive statistics in Table 4. This indicates the mean,
median, minimum, and maximum value of all variables. The data presented are winsorized
at 1% and 99% to address the problem of outlier data. According to the table, the average
score of CSR disclosure of all firms in the sample was 0.512. This means that on average, a
company discloses CSR reporting at a rate of 51.2% when considering the total disclosure
of the GRI standards. Despite the average score of CSR disclosure being quite good, the
number of firms that disclose sustainability reports was only 106 (refer to Table 1). This is
because this study was conducted during the period of voluntary sustainability reporting
in Indonesia. Furthermore, the maximum value of CSR disclosure score in this study
was 1, which uniquely implies that firms have all items in their sustainability reports as
recommended by the GRI. For the independent variable, the mean value of ex-auditor CEO
in this study was 0.068.

We present the correlation among non-dummy variables in this study using Pearson
correlation. The results are shown in Table 5. We observed that our control variable had
significant positive correlation with CSR disclosure, such as board size (coeff = 0.172 and
p = 0.000). In contrast, CEO tenure (coeff = −0.114, p = 0.005) and PPE (coeff = −0.232,
p = 0.000) had a negative significant correlation with CSR disclosure. However, we per-
formed a further analysis and it showed that the significant correlation among the variables
in this study did not cause multi-collinearity problems.
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Table 4. Descriptive statistics.

Mean Median Minimum Maximum

CSRD 0.512 0.524 0.135 1.000
CEOEXAUD 0.068 0.000 0.000 1.000
CEOTENURE 4.289 3.000 0.000 24.000

AUDITORTENURE 0.320 0.000 0.000 17.000
BSIZE 11.211 11.000 5.000 20.000
BIG4 0.706 1.000 0.000 1.000
PPE 24.972 28.935 0.074 32.052
AGE 3.769 3.871 1.946 4.691
ROA 5.343 3.460 −19.020 41.620

FSIZE 29.239 30.105 21.262 32.997
LEV 0.532 0.533 0.134 1.424
GEN 0.724 0.726 0.000 1.000
ECO 0.488 0.444 0.000 1.000
ENV 0.331 0.286 0.000 1.000
SOC 0.380 0.313 0.000 1.000
LAB 0.405 0.313 0.000 1.000

HUM 0.180 0.000 0.000 1.000
SOCIE 0.273 0.182 0.000 1.000
PROD 0.245 0.111 0.000 1.000

Table 5. Pearson correlation.

From Variable CSRD (1) to Variable PPE (5)

(1) (2) (3) (4) (5)

(1) CSRD 1.000

(2) CEOTENURE −0.114 *** 1.000

(0.005)

(3) AUDITORTENURE 0.019 0.089 ** 1.000

(0.639) (0.028)

(4) BSIZE 0.172 *** −0.077 * −0.035 1.000

(0.000) (0.060) (0.391)

(5) PPE −0.232 *** 0.055 −0.048 0.181 *** 1.000

(0.000) (0.177) (0.243) (0.000)

From Variable AGE (6) to Variable LEV (9)

(6) (7) (8) (9) (10)

(6) AGE 1.000

(7) ROA 0.072 * 1.000

(0.078)

(8) FSIZE −0.266 *** 0.147 *** 1.000

(0.000) (0.000)

(9) LEV 0.147 *** −0.302 *** 0.119 *** 1.000

(0.000) (0.000) (0.003)
p-values in parentheses; * p < 0.1, ** p < 0.05, *** p < 0.01.

Furthermore, as shown in Table 6, we performed a chi-square test to explore the
correlation between the two dummy variables in this study, i.e., the independent variable
of ex-auditor CEO (CEOEXAUD) and the presence of a Big 4 auditor (BIG4). The results



Sustainability 2022, 14, 11418 11 of 23

show that there was no significant correlation between ex-auditor CEO (CEOEXAUD) and
the presence of a Big 4 (BIG4) auditor, with a Pearson chi-square test value = 0.1176 and a
p-value = 0.732.

Table 6. Tabulation of chi-square test.

BIG4

CEO 0 1 Total

0 164 398 562

1 13 28 41

Total 177 426 603

Pearson chi-square test = 0.1176 p-value = 0.732

4.2. Multivariate Regression Model

We tested the hypothesis by presenting the multivariate regression model in Table 6.
In Table 7, the results show that ex-auditor CEOs had a positive significant relationship
with CSR disclosure at the level of 10% (coeff = 0.090, t = 1.85). This indicates that CEOs
with an auditor background are more likely to disclose more in CSR reporting. The result
shows that ex-auditor CEOs could help improve sustainability information disclosure for
the stakeholders by producing more information in line with the GRI standard.

Table 7. Multivariate regression model.

(1)

CSRD

CEOEXAUD 0.090 *
(1.85)

CEOTENURE −0.002
(−1.25)

AUDITORTENURE −0.006
(−0.94)

BSIZE 0.002
(0.81)

BIG4 0.030 *
(1.68)

PPE −0.002
(−0.38)

AGE 0.051 ***
(3.00)

ROA 0.003 ***
(2.84)

FSIZE 0.025 ***
(3.21)

LEV −0.099 ***
(−2.77)

_cons −0.428 **
(−2.39)

Year Fixed Effect Yes
Industry Fixed Effect Yes
GRI Guidelines Fixed Effect Yes

Adjusted R2 0.382
N 581

t statistics in parentheses; * p < 0.1, ** p < 0.05, *** p < 0.01.

This result shows that the position of the CEO could affect the firm’s outcomes. They
are more likely to have a substantial influence on the organizational outcomes [11]. This
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positive result between ex-auditor CEOs and CSR disclosure may be driven by character-
istics from prior work experience as an auditor. When the CEO has work experience as
an auditor, which involves special expertise and experience, it can be carried over and
influence their interpretation when dealing with a strategic decision such as deciding the
level of CSR information to disclose.

In practice, the profession of auditor is responsible for ensuring that stakeholders can
obtain accurate and timely information regarding the company’s actions [19]. Moreover,
the auditing process is essential to ensuring a monitoring mechanism that can enhance
voluntary information disclosure, such as CSR disclosure. Furthermore, the auditors’
role cannot be separated from the precautionary principle because they are responsible
for issuing outcomes that are useful for stakeholders and help them make decisions. In
practice, auditors are required to have an unbiased professional judgment to conduct
the audit process and fraud detection [21,22]. These characteristics of ex-auditor CEOs
can be carried over when they serve as the top management in a company. This could
encourage them to be more aware and careful when running a sustainable business through
an increased level of disclosure in CSR reports.

This result is also consistent as auditors are required to understand new reporting stan-
dards and issues that may affect company reporting, including the CSR reporting standards
and trends [24]; therefore, CEOs with an auditor background will be pay more attention to
CSR reporting. This suggests that the character and mindset of former auditors could carry
over when serving as a company executive, especially in their decision to comply more by
disclosing CSR content in their sustainability report based on the GRI index.

Moreover, nowadays, CSR reporting is attracting public concern regarding social and
environmental issues; therefore, CEOs with an auditor background will be more aware
of the need to provide detailed CSR reports. CEOs with an auditor background will be
more likely to possess the characteristic of professional skepticism, which is associated with
a questioning mind and careful consideration of the company’s actions [57]. Commonly,
the profession of an auditor is associated with the image of a careful and competent
professional [58]. This trait will be carried over when they serve as a CEO and when they
want to consider the company’s actions. This will improve the image of the company,
because socially responsible firms are likely to maintain a good corporate reputation [59].

We also argue that CEOs with an auditor background disclose more CSR information,
because of the several benefits associated with disclosing this information, such as im-
proved transparency [42], accountability [43], reputation [44], and company legitimacy [45].
Moreover, the motive to maintain a good reputation by disclosing more and better quality
CSR information indirectly makes firms engage in social and environmental change. This
may indirectly contribute to economic growth as a result of running a sustainable busi-
ness. In addition, more and better quality CSR information can benefit the capital market
through greater liquidity, lower cost of capital, and better capital allocation [30]. Hence, it
is necessary to identify the factors that determine CSR disclosure.

4.3. Robustness Test

In this study, we argue that the existence of an ex-auditor CEO may generate a
potential endogeneity problem arising from the unobservable factor and observable factor.
Prior research mentioned that the study of CEO characteristics and CSR has a potential
endogeneity problem [12]. We provide evidence that ex-auditor CEOs are more likely
to disclose CSR information; however, it may be the case that ex-auditor CEOs seek
employment in firms that disclose more CSR. Therefore, we used Heckman’s two-stage
regression and coarsened exact matching (CEM) to address the endogeneity problem.

4.3.1. Heckman’s Two-Stage Regression

We used Heckman’s two-stage regression to remove the sample self-selection bias [60].
This test has been widely used to control the effect of CEO characteristics [61]. In this
test, we utilized an instrument variable to test the first-stage regression [62]. We used
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the average value of the presence ex-auditor CEO on each year and the SIC code as an
instrument variable by following prior studies [37]. This variable shows how the industry-
level proportion of the presence of an ex-auditor CEO in a certain year and the same
industry could be the determinant that drives firms to follow and have a CEO with auditor
background. The rationale for choosing this variable is that companies in industries with
a higher presence of ex-auditor CEOs could influence its likelihood of being typical to a
particular industry.

In the first-stage regression, we performed probit regression of the instrument variable
and ex-auditor CEO (CEOEXAUD) dummy variable as a dependent variable. The result of
the first-stage regression is shown in the first column in Table 8. We observed a positive
significant relationship between the average industry proportion of the presence of an
ex-auditor CEO and the variable of an ex-auditor CEO.

Table 8. Heckman’s two-stage regression.

(1) (2)

CEOEXAUD CSRD

CEOEXAUD 0.082 *
(1.67)

MEANCEOEXAUD 11.433 ***
(5.36)

CEOTENURE −0.001 −0.002
(−0.07) (−1.38)

AUDITORTENURE −0.007
(−1.10)

BSIZE 0.074 * 0.002
(1.85) (0.77)

BIG4 −0.295 0.038 **
(−1.21) (2.11)

PPE 0.048 −0.003
(0.97) (−0.52)

AGE −0.234 0.055 ***
(−1.22) (3.40)

ROA −0.028 ** 0.002 ***
(−2.15) (2.59)

FSIZE −0.196 *** 0.024 ***
(−2.58) (3.19)

LEV −1.738 *** −0.055
(−3.07) (−1.39)

MILLS −0.014
(−1.25)

_cons 2.527 −0.366 **
(1.27) (−2.11)

Year Fixed Effect Yes Yes
Industry Fixed Effect Yes Yes
GRI Guidelines Fixed Effect Yes Yes

Adjusted R2 0.342 0.377
N 581 581

t statistics in parentheses; * p < 0.1, ** p < 0.05, *** p < 0.01.

Furthermore, the second-stage regression is shown in the second column. The result
shows a significant positive result for ex-auditor CEO (CEOEXAUD) and corporate social
responsibility disclosure (CSRD), at a 10% significant level and a coefficient of 0.082. This
indicates that the result is consistent with our main analysis. Further, this suggests that
ex-auditor CEOs are more likely to disclose CSR that is in line with the GRI standard.
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4.3.2. Coarsened Exact Matching (CEM)

As a further robustness test, we employed coarsened exact matching (CEM) because
this method matches the multivariate distribution of the covariates and can address the
observed variable issues in endogeneity [52]. This test is used to enhance the estima-
tion of causal effects by reducing the imbalance in covariates between the treated and
control groups [63]. Furthermore, this test can address the limitation of the matching
method propensity score matching (PSM), which is subject to the problem of “random
matching” [64]. In this study, the treated group consisted of ex-auditor CEOs, while the
control group contained non-ex-auditor CEOs. We included all control variables based on
three strata.

The results of the robustness test are shown in Table 9. Panel A presents the matching
summary of ex-auditor CEOs and non-ex-auditor CEOs. It shows that 33 out of 41 observa-
tions of ex-auditor CEOs matched with 469 out of 540 observations of non-ex-auditor CEOs.
In Panel B, the results suggest that ex-auditor CEOs had a positive significant relationship
with CSR disclosure at the level of 5% using 502 firm-year observations (coeff = 0.164 and
t = 2.09). This result suggests that our results are consistent and robust whether we are
testing the unmatched or matched sample. This confirms that ex-auditor CEOs are more
likely to disclose CSR. This shows that ex-auditor CEOs have better CSR disclosure because
they disclose more CSR components that are in line with the GRI index. This suggests that
ex-auditor CEO could help improve sustainability information disclosure for stakeholders.

Table 9. Coarsened exact matching method.

Panel A: Matching Summary

CEOEXAUD = 1 CEOEXAUD = 0

All 41 540

Matched 33 469

Unmatched 8 71

Panel B: Coarsened Exact Matching Regression Result

CEM

(1)
CSRD

CEOEXAUD 0.164 **
(2.09)

CEOTENURE −0.003
(−1.53)

AUDITORTENURE −0.035 *
(−1.85)

BSIZE 0.006
(1.55)

BIG4 0.011
(0.55)

PPE 0.006
(0.80)

AGE 0.053 ***
(3.14)

ROA 0.003 ***
(2.74)

FSIZE 0.014
(1.23)

LEV −0.172 ***
(−3.94)

_cons −0.299
(−1.13)

Year Fixed Effect Yes
Industry Fixed Effect Yes
GRI Guidelines Fixed Effect Yes
Adjusted R2 0.385
N 502

t statistics in parentheses; * p < 0.1, ** p < 0.05, *** p < 0.01.
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4.4. Additional Analysis
4.4.1. Ex-Auditor CEOs and CSR Disclosure Based on Reporting Section

We attempted to extend this study by examining the relationship between ex-auditor
CEOs and CSR disclosure based on the reporting section. According to the GRI guidelines,
there are four sections that were used in this study: the general (GEN), economy (ECO),
environmental (ENV), and social (SOC) section. Based on Table 10, we discovered that the
positive relationship between ex-auditor CEOs and CSR disclosure is mostly emphasized
by the environment and social sections. This result indicates that ex-auditor CEOs tend
to focus deeply on environmental and social information in their CSR reports. This could
happen because they want to lessen any risk of overlapping information because they are
aware that general and economic information is mostly disclosed in the annual report,
rather than the sustainability report [33]. We could infer that ex-auditor CEOs carefully
consider the efficiency of their reporting. This trait is consistent with the professional
judgment that is commonly held by the auditor. The results also suggest that ex-auditor
CEOs are more likely to analyze situations with the aim of reducing any likelihood of
overlapping and inefficient reporting. This corresponds to auditors having a conservative
tendency and tending to be more stable when making decisions [65].

Table 10. Regression of ex-auditor CEO and CSR disclosure based on CSR reporting section.

(1) (2) (3) (4)

GEN ECO ENV SOC

CEOEXAUD 0.068 0.052 0.133 * 0.102 *
(1.43) (0.89) (1.88) (1.83)

CEOTENURE −0.003 * −0.003 −0.002 −0.001
(−1.88) (−1.36) (−1.30) (−0.73)

AUDITORTENURE −0.010 * 0.002 −0.007 −0.000
(−1.88) (0.18) (−0.77) (−0.05)

BSIZE 0.009 *** −0.002 0.004 0.001
(2.77) (−0.45) (1.07) (0.32)

BIG4 0.063 *** 0.041 * 0.072 *** 0.042 *
(3.03) (1.74) (2.85) (1.86)

PPE −0.004 −0.014 0.005 −0.005
(−0.77) (−1.65) (0.57) (−1.12)

AGE 0.042 ** 0.008 0.065 *** 0.052 **
(2.36) (0.42) (2.95) (2.48)

ROA 0.002 0.002 0.002 * 0.003 **
(1.55) (1.55) (1.68) (2.31)

FSIZE 0.016 ** 0.043 *** 0.010 0.032 ***
(1.99) (3.84) (0.86) (3.59)

LEV −0.013 −0.065 −0.154 *** −0.096 **
(−0.33) (−1.29) (−3.08) (−2.03)

_cons −0.025 −0.420* −0.405 −0.663 ***
(−0.13) (−1.78) (−1.62) (−2.86)

Year Fixed Effect Yes Yes Yes Yes
Industry Fixed Effect Yes Yes Yes Yes
GRI Guidelines Fixed Effect Yes Yes Yes Yes

Adjusted R2 0.243 0.178 0.244 0.309
N 581 581 581 581

t statistics in parentheses; * p < 0.1, ** p < 0.05, *** p < 0.01.

Based on the prior additional analysis, ex-auditor CEOs are more likely to focus on
environmental and social section reporting in their sustainability reports. Since there is
a sub-section on social information reporting, we attempted to specifically analyze that
information. According to the G3, G3.1, and G4 guidelines, the social section is divided
into sub-sections, such as labor (LAB), human rights (HUM), society (SOCIE), and product
responsibility (PROD). However, this social information sub-section is no longer regulated
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for sustainability reporting in 2020; therefore, we only tested the following additional
analysis for the sample period 2010–2019.

According to Table 11, the results suggest that significant results are more prominent
in all types of sub-section reporting, except labor sub-section reporting. This indicates
that there is a positive relationship between ex-auditor CEOs and the social section of
ESG reporting in the prior analysis, driven by the sub-sections human rights, society, and
product responsibility. This implies that ex-auditor CEOs are aware of human rights,
society, and product responsibility issues. Furthermore, we observed that ex-auditor CEOs
are reasonably cautious due to their experience in the auditing profession [58]. This was
done by focusing on three out four of the social reporting sub-sections.

Table 11. Regression of ex-auditor CEO and CSR disclosure based on sub-section reporting.

(1) (2) (3) (4)

LAB HUM SOCIE PROD

CEOEXAUD 0.136 0.285 ** 0.193 * 0.256 *
(1.63) (2.54) (1.94) (1.87)

CEOTENURE 0.000 −0.003 −0.001 −0.001
(0.10) (−1.12) (−0.30) (−0.35)

AUDITORTENURE −0.008 −0.011 −0.014 * −0.020 *
(−1.35) (−1.20) (−1.84) (−1.94)

BSIZE 0.003 0.007 0.000 0.005
(0.56) (0.95) (0.06) (0.67)

BIG4 0.024 0.059 * 0.035 0.070 *
(0.74) (1.84) (1.11) (1.93)

PPE 0.010 −0.006 0.003 0.001
(0.59) (−0.33) (0.18) (0.05)

AGE 0.087 *** 0.063 ** 0.083 *** 0.118 ***
(3.24) (2.10) (2.83) (3.77)

ROA 0.004 ** 0.002 0.003 ** 0.005 **
(2.40) (1.55) (2.04) (2.51)

FSIZE 0.024 0.037 0.021 0.036
(1.04) (1.32) (0.83) (1.17)

LEV −0.134 * −0.160 ** −0.193 *** −0.169 **
(−1.83) (−2.09) (−2.69) (−1.98)

_cons −0.857 ** −0.863 ** -0.686 * −1.334 ***
(−2.47) (−2.13) (−1.81) (−2.93)

Year Fixed Effect Yes Yes Yes Yes
Industry Fixed Effect Yes Yes Yes Yes
GRI Guidelines Fixed Effect Yes Yes Yes Yes

Adjusted R2 0.270 0.183 0.223 0.191
N 357 357 357 357

t statistics in parentheses; * p < 0.1, ** p < 0.05, *** p < 0.01.

4.4.2. Ex-Auditor CEOs and CSR Disclosure Based on a Sub-Sample of High- and
Low-Growth Industries

According to a prior study, value-creation strategies can differ between low-growth
and high-growth industries [66]. We were interested in examining the relationship between
ex-auditor CEOs and CSR disclosure based on the level of industry growth, because these
industries have different growth opportunities. We followed on from a prior study that
categorized industries that have potential for growth in Indonesia [67]. Based on the
literature, we categorized high-growth industries if they belonged to consumer services,
agriculture and fisheries, resources, and human capital, and we categorized the low growth
for any other categories. This shows that investment projects create values that vary
between high- and low-growth industries. Moreover, CSR initiatives between firms can
vary based on the growth of the industry. Since companies that carry out CSR categorize it
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as an investment, we wanted to specifically examine the relationship between ex-auditor
CEOs and CSR disclosure based on a sub-sample of high- and low-growth industries.

Based on Table 12, the results suggest that ex-auditor CEOs were more likely to
disclose CSR in the low-growth sample. This is because low-growth firms tend to have
limited business development opportunities and they require a strategy to maintain a
competitive advantage for their business [68]. According to this result, ex-auditor CEOs
are more likely to carefully consider the best strategy with which to enhance the value of
low-growth industries by engaging with CSR. This is because CSR disclosure can be used
by the management to boost a firm’s competitive advantage.

Table 12. Regression of ex-auditor CEO and CSR disclosure based on industry growth.

High-Growth Sample Low-Growth Sample

(1) (2)
CSRD

CEOEXAUD 0.036 0.133 *
(0.54) (1.91)

CEOTENURE 0.002 −0.001
(0.85) (−0.60)

AUDITORTENURE −0.001 0.001
(−0.15) (0.04)

AUCOM −0.010 0.006
(−1.61) (1.60)

BSIZE −0.031 0.062 ***
(−1.20) (2.70)

BIG4 0.004 −0.006
(0.30) (−1.42)

PPE 0.046 0.056 ***
(1.31) (2.68)

AGE 0.004 * 0.002 *
(1.93) (1.82)

ROA 0.059 *** 0.010
(3.13) (1.04)

FSIZE −0.125* −0.055
(−1.91) (−1.22)

LEV −1.463 *** 0.086
(−4.52) (0.35)

_cons 0.036 0.133 *
(0.54) (1.91)

Year Fixed Effect Yes Yes
Industry Fixed Effect Yes Yes
GRI Guidelines Fixed Effect Yes Yes

Adjusted R2 0.459 0.366
N 214 367

t statistics in parentheses; * p < 0.1, ** p < 0.05, *** p < 0.01.

4.4.3. Ex-Auditor CEO and CSR Disclosure Based on Industry’s Digital Level

In this section, we examine the relationship between ex-auditor CEOs and CSR dis-
closure based on the industry’s digital intensity level, because each sector differs in its
development. There are also differences between some industries in accelerating their
digital transformation [69]. The industry level of each firm was based on the taxonomy of
digital intensive sectors as developed by the OECD [69]. Based on that study, we classified
industries into four levels of digital intensity using two ISIC digits. Furthermore, we
altered the ISIC codes into double-digit SIC codes, and we categorized the digital level
manually on each SIC. The industry’s digital level using double-digit ISIC codes is shown
in Appendix A.

Following a prior study, we divided our sample into two sub-samples: a high-tech
sample and low-tech sample [69]. We followed a prior study in considering low and
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medium-to-low digital intensity levels were categorized as low-tech industry. Furthermore,
we categorized medium-to-high and high digital intensity levels as high-tech industry.
According to Table 13, the results suggest that ex-auditor CEOs are more likely to disclose
qualified CSR in the low-tech industry category. This might happen because ex-auditor
CEOs do not consider their company to be able to keep up with digital transformation,
so they consider other things to attract stakeholders, such as disclosing CSR information,
which is currently an important issue.

Table 13. Regression of ex-auditor CEO and CSR disclosure based on industry digital level.

High-Tech Sample Low-Tech Sample

(1) 2
CSRD

CEOEXAUD −0.057 0.136 **
(−0.43) (2.49)

CEOTENURE −0.000 −0.001
(−0.08) (−0.60)

AUDITORTENURE 0.034 −0.009
(1.02) (−1.31)

BSIZE 0.015 * −0.002
(1.92) (−0.61)

BIG4 −0.018 0.041 *
(−0.63) (1.89)

PPE 0.041 −0.001
(1.31) (−0.14)

AGE 0.019 0.091 ***
(0.50) (4.76)

ROA 0.004 *** 0.002
(2.87) (1.22)

FSIZE −0.086 ** 0.042 ***
(−1.98) (3.67)

LEV 0.004 −0.174 ***
(0.08) (−3.76)

_cons 1.448 ** −0.952 ***
(2.19) (−4.25)

Year Fixed Effect Yes Yes
Industry Fixed Effect Yes Yes
GRI Guidelines Fixed Effect Yes Yes

r2_a 0.556 0.382
N 135 446

t statistics in parentheses; * p < 0.1, ** p < 0.05, *** p < 0.01.

5. Conclusions

This study examines the relationship between the presence of ex-auditor CEOs and
CSR disclosure using non-financial firms listed on the Indonesian Stock Exchange during
2010–2020. We used a sample of 581 firm-year observations from 106 firms that published
sustainability reports. The results suggest that ex-auditor CEOs are more likely to disclose
the company CSR reports in accordance with the GRI index. This result is robust and
consistent when examined using the endogeneity test of Heckman’s two-stage regression
and coarsened exact matching (CEM) regression.

We also performed several additional analyses to extend the literature on ex-auditor
CEOs and CSR disclosure. We discovered that the CSR reporting of ex-auditor CEOs is
more pronounced in terms of environmental and social information. Moreover, their social
section CSR reporting is more pronounced in terms of human rights, society, and product
responsibility. Furthermore, the positive relationship between ex-auditor CEOs and CSR
disclosure is more likely to be driven by low-growth companies and low-tech digital indus-
tries. Overall, the results show that the auditor background of the CEOs could influence
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corporate decision making, and specifically enhance CSR information in sustainability
reports because their auditing experience is also related to the monitoring mechanism of
voluntary information quality, such as CSR disclosure. Moreover, auditors are practically
accustomed to being required to exhibit professional judgment when carrying out their
work, meaning that they may be more aware and careful when running a sustainable
business in relation to CSR disclosure.

This study contributes to the literature on the relationship between corporate gover-
nance and CSR disclosure. We expect our results to help users identify which background
profile on the top management level could be related to CSR disclosure decisions. We
expect this study to provide insight regarding the drivers of CSR reporting because it can
encourage firms to engage in better CSR performance and communicate it to stakeholders.
In the long term, this could drive companies to run sustainable businesses and contribute
to economic growth.

Furthermore, our study shows that the number of ex-auditor CEOs in Indonesia has
tended to increase. This study specifically focuses on the special period in the Indonesian
setting in which there was the adoption of a voluntary system to publish company sustain-
ability reports. This condition represents an interesting research setting but, at the same
time, it restricts the sample size in this study. This is because the number of Indonesian
listed firms that disclose sustainability reports is limited. Future studies should consider
other sources of data, such as firms’ website, annual reports, general shareholder meetings,
and updated news of firms’ CSR activities. Our study was also limited to the measurement
of CSR disclosure because we measured based on the occurrence of items that are related
to the GRI guideline. There is a possibility that there are companies that deliver CSR
information through another style of communication, which is not specifically conveyed
through sustainability reports, but through media coverage. Lastly, since this study is
focused on the period of voluntary sustainability reporting, this also indirectly limits the
sample of ex-auditor CEOs. We conducted a quality check of the CEO’s background by
considering the information from the annual report, LinkedIn, Bloomberg, and the com-
pany’s website. We encourage future studies to further explore the auditor background
of corporate executives by considering different levels of auditor experience in practice,
auditor tenure, former Big 4 auditors, and auditor industry specialization. We argue these
experiences could drive corporate executives to have special characteristics that affect their
strategic decisions.
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Appendix A

Industry ISIC Category of Digital Intensity

Agriculture, forestry, fishing 01–03 Low

Mining and quarrying 05–09 Low

Food products, beverages, and tobacco 10–12 Low

Textiles, wearing apparel, leather 13–15 Low

Wood and paper products, and printing 16–18 High

Coke and refined petroleum products 19 Low

Chemicals and chemical products 20 Low

Pharmaceutical products 21 Low

Rubber and plastics products 22–23 Low

Basic metals and fabricated metal products 24–25 Low

Computer, electronic and optical products 26 High

Electrical equipment 27 High

Machinery and equipment n.e.c 28 High

Transport equipment 39–30 High

Furniture; other manufacturing; repairs of
computers

31–33 High

Electricity, gas, steam and air cond 35 Low

Water supply; sewerage, waste management 36–39 Low

Construction 41–43 Low

Wholesale and retail trade, repair 45–47 High

Transportation and storage 49–53 Low

Accommodation and food service activities 55–56 Low

Publishing, audiovisual and broadcasting 58–60 High

Telecommunications 61 High

IT and other information services 62–63 High

Finance and insurance 64–66 High

Real estate 68 Low

Legal and accounting activities, etc. 69–71 High

Scientific research and development 72 High

Advertising and market research; other business
services

73–75 High

Administrative and support service activities 77–82 High

Public administration and defense 84 High

Education 85 Low

Human health activities 86 Low

Residential care and social work activities 87–88 Low

Arts, entertainment and recreation 90–93

Other service activities 94–96
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