Does Mandatory CSR Disclosure Pressure Firms to Engage in CSR-washing?
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ABSTRACT

A firm’s exaggeration of its corporate social responsibility (CSR), known as CSR-washing,
raises significant concerns regarding CSR disclosure. Utilizing a difference-in-differences
research design that leverages China’s 2008 requirement for certain firms to disclose their CSR
activities, we analyze the impact of mandatory CSR disclosure on CSR-washing. Our findings
indicate that, compared to firms not affected by the mandate, affected firms engage in more
CSR-washing, suggesting that mandatory CSR disclosure pressures firms to misrepresent their
CSR efforts. Additionally, we document that the post-mandate increase in CSR-washing is
particularly evident among affected firms that enhance their CSR disclosures following the
mandate, those facing greater financial constraints, those experiencing more substantial peer
pressure to disclose, or those subject to less external monitoring. Furthermore, our research
shows that firms engaged in CSR-washing tend to receive more CSR awards, lower their debt
costs, and enjoy improved stock liquidity, aligning with the notion of benefits associated with
CSR-washing.

Keywords: mandatory CSR disclosure; CSR-washing; China
JEL Classification: M14; M48; Q56

We thank seminar participants at National Taipei University, National University of Singapore, and University of
International Business and Economics, as well as conference participants at the 2025 Taiwan Accounting

Association Annual Conference, for their helpful comments.



