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Abstract: The main goal of this study is to analyze whether the existence of remuneration commit-
tees tend to disclose more corporate social responsibility (CSR) information. In addition, we test the
moderating role played by the proportion of independent directors on boards of directors with the
relationship between the constitution of remuneration committees and CSR disclosure. Previous
research does not appear to have addressed these questions. The research questions proposed are
tested using an international sample of 28,610 listed companies, and we took into consideration
information on industrial companies from the Middle East, developed Asian and Pacific countries,
emerging Europe, developed Europe, Africa, Latin America and North America. These findings
provide evidence that the existence of remuneration committees is more likely to disclose CSR in-
formation, and the existence of independent board members positively moderates the association
between the existence of remuneration committees and CSR disclosure. We expand on earlier em-
pirical literature concerning corporate governance and CSR issues.

Keywords: Remuneration Committees, Corporate Social Responsibility, Agency theory

1. Introduction

The relevant corporate scandals and the recent COVID-19 pandemic have led to a
new unprecedented financial context. In this regard, companies have shown interest in
both financial performance and social and economic performance, causing corporate so-
cial responsibility (CSR) issues to be relevant to academics, investors, regulators and
stakeholders.

In a corporate governance environment, the corporate board body improves the
transparency of the companies that are increasing the disclosure of CSR information; thus,
this is a relevant key in financial and non-financial decision-making [1]. Accordingly, CSR
is also considered one of the monitor mechanisms to protect investor rights and balance
the interests of stakeholders [2] since it mitigates excessive risk avoidance [3]. High en-
gagement of companies in CSR practices could improve shareholder value [3] and en-
hance the company’s reputation, thus enhancing society [4]. Over the past decade, re-
searchers have examined the relationship between CSR disclosure and some characteris-
tics of the corporate governance field, such as board attributes [5], encouragement of cor-
porate efficiency ([6]), and board composition ([7]), among others.
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However, companies may be pressured from powerful stakeholders to promote CSR
disclosure instead of the obtention of incentives ([9]). Additionally, firms may have man-
agers whose objective is to use social, environmental, and economic information for their
own personal interest damaging the companies' image and reputation. In this case, firms
establish internal mechanisms such as Board sub-committees (audit, corporate govern-
ance and nomination and remuneration committees) to ensure the rights of stakeholders.
These committees are an important mechanism of the corporate governance research since
they protect shareholder's interest ([9]), decide the most important issues of the board of
directors ([10]) and reduce agency problems ([11]).

Authors such as [12] explained that remuneration committee is charged to elaborate
remuneration packages to the corporate boards and to provide this information to stake-
holders to reduce agency problems. According to [13 page 44] for Spanish listed compa-
nies explain that “remuneration committees must have the right expertise and judgement
for the complex technical and political task of designing a remuneration system for direc-
tors and senior officers that manages to be both fair and efficient. The board should bear
these requirements in mind when appointing Committee members and providing them
with any advisory resources they need”. In this line, the [14] recommend the constitution
separately the nomination and remuneration committees for the large cap firms. Addi-
tionally, this code recommends that most of the members included in this committee
should be independent directors. However, the recommendations and laws which pro-
mote the establishment of these committees depends on each country since each country
has different good corporate governance codes. These recommendations based on corpo-
rate governance disclosure requirements are backed under the internationally recognized
“comply or explain”, these recommendations are not laws and regulations. For this rea-
son, the existence of remuneration committee reduces the probability for executives to
influence on the remuneration decisions since this committee act as an internal mecha-
nism of corporate governance which determine remuneration policy and improve the
transparency to voluntary disclosing information to shareholders ([15]). According to the
agency theory ([16]), the remuneration committee act as a mechanism to elaborate execu-
tive compensation structure to reduce information asymmetries between disclosing com-
panies and external users and align interests of management and shareholders.

Moreover, compensation committees also influence on CSR reports, because they ex-
ecute management action ([17]). Indeed, compensation committee decision-making in or-
der to improve corporate disclosure promotes both reducing agency issues and aligning
with stakeholder interests. There is an important stream of past evidence based on exam-
ining corporate governance, such as board composition (e.g., the proportion of independ-
ent directors) and CSR disclosure ([5]; [7]). However, we observe scant empirical evidence
regarding the relationship between the constitution of remuneration committees and CSR
reporting. In this regard, there is a significant gap in past research which consider the
independent directors on the board as moderators of the relationship between remunera-
tion committees and CSR disclosure, but in recent years the role of independent directors
as moderators has begun to be studied. Authors such as [18] showed that independent
boards moderated positively the association between the government, institutional and
foreign ownerships, and CSR disclosure. In this way, to the best of our knowledge, there
are no past research focused on explore the moderating effect of independent board in the
association between the remuneration committees and the disclosure of CSR information.
So, we consider this to be the key contribution of this study.

To summaries, we try to answer to the following questions: (i) how do remuneration
committees affect CSR disclosure? (ii) Do independent directors on boards moderate the
association between the existence of remuneration committees and CSR disclosure?
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Therefore, the main goal of this manuscript is to examine if the constitution of remunera- 92
tion committees encourages CSR reporting in a sample of international firms. Moreover, 93
we also test the moderating role played by independent directors on corporate boards on 94
the relationship between the existence of remuneration committees and CSR disclosure, 95
in line with agency theory. Our results denote that the constitution of remuneration com- 96
mittees is positively associated with CSR disclosure. Additionally, the variable independ- 97
ent directors on boards positively moderates the effect of the remuneration committee on 98
the reporting of CSR information. 99

The results obtained attempt to extend past knowledge by contributing to the debate 100
and removing the large research gaps on CSR disclosure literature. In the first place, we 101
go beyond from the previous descriptive studies on the existence of remuneration com- 102
mittees through an updating analysis and oriented toward the industry / year. Second, 103
the existing research among corporate governance and CSR bring a better support on the 104
outcomes over how remuneration committees leads to CSR disclosure. To the best of our 105
knowledge, this is the first study to address the impact of remuneration committees on 106
the disclosure of CSR information exclusively, and to examine the moderating role of 107
board independence on this association. Our results find that the positive effect of remu- 108
neration committees on CSR disclosure is negatively moderated by board independence. 109
Thus, it is reasonable to presume that the analysis of the association between the consti- 110
tution of remuneration committees on CSR disclosure and the moderating role played by 111
board independence will enhance past research beyond existing assumptions and create 112
new lines of investigation for further research. 113

The rest of the paper is organized as follows: Section 2 presents past research and 114
develops hypotheses. Section 3 describes the empirical design. Section 4 reports results 115
obtained in this research and, finally, Section 5 offers conclusions, limitations and future 116
lines of research. 117

2. Theoretical Background and Hypotheses 118

The agency theory is the most frequently used theory to explore the relationship be- 119
tween corporate governance, such as board attributes, and the reporting of CSR infor- 120
mation (e.g., [19]; [20]; [21]). This approach posits that principals allow agents to manage 121
business operations on their behalf ([22]) and this act may generate a divergence of inter- 122
ests between the parties, and ultimately, the existence of information asymmetries. For 123
this reason, shareholders need to develop internal or external control mechanisms for 124
monitoring managers to reduce information gaps and possible agency costs. The board of 125
directors is a relevant corporate governance mechanism since their main function is mon- 126
itoring and linking companies with their external context ([23]). Consequently, corporate 127
boards can delegate some of their powers to committees, such as the audit committee, 128
nominating committee, remuneration committee, CSR committee or corporate govern- 129
ance committee, which are responsible for a particular area that enhances the oversight 130
and control of management, accomplished with the expectations and interests of share- 131
holders and reduces agency problems ([24]). Agency perspective suggests that inclusion 132
on delegate committees strengthens the monitoring mechanisms needed to control man- 133
agement between the separation of principal and agents of firms ([16]). [25] noted that the 134
quality of the activities of corporate boards is increased by the delegation of functions to 135
specific committees. Consistent with agency theory, the remuneration committee is the 136
most important for incentivizing management to work, helping to mitigate agency prob- 137
lems and ensuring better alignment to stakeholders' interests, which in turn improves cor- 138
porate disclosure. [21] determine that the remuneration committees are essential in the 139
remuneration of senior company officers, which is associated with higher firm perfor- 140
mance and as a consequence, higher CSR disclosure. In this sense, [26] showed that remu- 141
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neration committees tend to voluntarily disclosure attribution and higher levels of infor- 142
mation when increase the quality of this committee. In relation of the disclosure of the 143
environmental, social and governance information, the remuneration committee encour- 144
age the disclosure in in Thai listed companies ([27]). In this sense, [28] provide evidence 145
that the remuneration committee influence in the narrative human capital disclosure in 146
Colombo Stock Exchange. In contrast, authors such as [29] suggested that remuneration 147
committee that is too large can be less effective in their functions which lead to reduce 148
CSR disclosure. Apart from the constitution of remuneration committees, owners believe 149
that investment in CSR practices will reduce the market frictions and agency problems 150
([20]). Agency theory posits that the board of directors is considered a relevant mechanism 151
to encourage CSR issues [1] and the board's attributes improve CSR disclosure, reducing 152
information asymmetry and mitigating agency costs ([19]). 153

We argue that the constitution of remuneration committees would mitigate agency 154
problems and enhance the CSR disclosure with implications for firm survival. Drawing 155
on the agency theory and in the context of the remuneration committees in international 156
firms, we develop our hypotheses below. 157

2.1. Remuneration committees and CSR disclosure 158

The remuneration committee is a common committee recommended by the corporate 159
governance codes applicable to listed firms across countries. This committee establish 160
policy on the remuneration taking account business size, performance record and 161
prospects, type of industry or sector, cashflow and debt levels, key performance measures, 162
as well as internationalisation, complexity and innovation. In order to be effective, it used 163
to determine and recommend reward policy that attracts and motivates CEO to achieve 164
the long-term interests of shareholders. Essentially, the remuneration committee is as 165
important as the audit committee in the corporate governance structure, and may reduce 166
agency problems concerning CEO compensation issues by improving the alignment of 167
executive remuneration packages with firm value ([30]). [31] recommended that the 168
remuneration committee should include a majority of non-executive directors to improve 169
independent decision-making about executive pay, among other decisions. [15] provide 170
evidence that the remuneration committee promotes transparency in setting the 171
remuneration of senior executives and participates in the decision-making about forward- 172
looking activities rather than monitoring historical activities. Past research analyzes the 173
association between the presence of a remuneration committee and some factors of 174
corporate governance, such as the use of incentive-based compensation ([32]), corporate 175
failure ([33]), performance ([21]), financial reporting quality ([34]), CEO pay ([35]), 176
narrative human capital disclosure ([28]), among others. 177

The role of the board of directors and audit committees on CSR disclosure has 178
become a relevant issue today ([36]). However, not many studies are based on the role of 179
the remuneration committee in the disclosure of non-financial information. Past research 180
([35]) shows that companies which include large remuneration committees tend to 181
disclose more specific details about their activities to users of the annual reports. [35] 182
demonstrated in their study of Australian companies that the compensation committee 183
tends to disclose voluntary information remunerations. Correspondingly, [29]) noted that 184
larger committee size positively promotes CSR disclosure, and [17] provide evidence that 185
the number of members of the remuneration committee positively influence the assurance 186
statement to the sustainability report. [37] show that the compensation committee may 187
have a good position to evaluate the carbon risks, and consequently, may improve 188
corporate carbon performance. [27] argue that the inclusion of board sub-committees suh 189
as remuneration committes in Thai listed comapanies encourage the disclosure of the 190
environmental, social and governance information, in line with agency theory. 191

Past literature shows the effect of CSR disclosure on corporate governance 192
mechanisms, but there are scant literature focused on examining the association between 193
the constitution of remuneration committees and the reporting of CSR information. Based 194
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on the aforementioned, the impact of using the remuneration committees in companies 195
for CSR disclosure needs to be examined. The following hypothesis is tested in this study: 196

H1: The existence of a remuneration committee is positively associated with CSR disclosure. 197

2.2. The moderating role of independent directors 198

Previous literature analyzes the relationship between independent directors and 199
some aspects of corporate governance ([38]). Agency perspective postulates that inde- 200
pendent directors are more effective in monitoring management to protect shareholders” 201
interests ([21]; [39]). Most of these studies demonstrate that independent directors are con- 202
sidered an essential mechanism in the corporate governance field, since their main func- 203
tion is based on monitoring and advisory functions ([39]). [16] suggested that independent 204
directors tend to comply with the law and uphold minority stakeholders” interests, in con- 205
trast with the executive directors who have a lower motivation to comply with sharehold- 206
ers’ interests ([38]). Moreover, the independent directors are more likely to encourage stra- 207
tegic change when a company lowers its performance ([41]), and they contribute posi- 208
tively when companies must change to survive ([42]). For this reason, independent direc- 209
tors are risk-averse, protect the firm’s reputation ([43]) and are more objective in the deci- 210
sion-making process ([44]). The Code of Corporate Governance and regulators recom- 211
mend the inclusion of independent directors on the board of directors, since it has a posi- 212
tive effect on firm value ([45]) and ethical practice ([46]). In this sense, [47] evidence that 213
firms with a higher proportion of independent directors used to implement more socially 214
responsible activities, due to they have become aware of responsibility of the environment 215
and social necessities ([48]). [49] find that companies with independent directors tend to 216
disclose environmental, social and governance information. [50] and [36] show in their 217
respective works that the independent directors have a positive effect on CSR disclosure, 218
and [51]also demonstrates that independent directors could play a positive role in enhanc- 219
ing the disclosure of CSR quality. [5] documented that board independence positively in- 220
fluences CSR disclosure in countries with scant commitment to sustainable goals. [52] doc- 221
umented that the independent boards can influence the decisions' remuneration commit- 222
tee in relation to CSR disclosure. 223

However, it would appear that the moderating influence of independent directorson 224
boards on the association between the constitution of the remuneration committee and 225
CSR disclosure has not been examined in the past. Therefore, the effect of the independent 226
director’s impact on CSR reporting when interacting with the remuneration committee 227
merits our attention. The coexistence of the remuneration committees with a higher pro- 228
portion of independent directors is expected to positively affect CSR disclosure. Compa- 229
nies with remuneration committees will be more likely to disclose CSR information to 230
provide a greater commitment to stakeholders’ interests, not just concerning financial in- 231
formation. [18] documented that a high level of board independence positively moderates 232
institutional, government and foreign investors on CSR disclosure. Furthermore, the in- 233
dependent directors may act to enhance the financial and economic orientations instead 234
of non-financial orientations, which may negatively impact stakeholder interests and so- 235
ciety. 236

According to the arguments above, we postulate that a higher proportion of inde- 237
pendent directors on boards will positively moderate the association between the consti- 238
tution of remuneration committees and CSR reporting. Thus, we offer the following hy- 239

pothesis: 240
H2: The independent board moderates the relationship between the existence of a remunera- 241
tion committee and CSR disclosure. 242
Based on the aforementioned arguments, this study shows that the association be- 243
tween the constitution of the remuneration committee and CSR reporting is shaped by 244

independent directors on boards, as noted in Figure 1. 245
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Figure 1. Analytical Framework
3. Research Method

3.1. Sample

The original sample includes 28,610 international industrial firms collected from the
Thomson Reuters database from 2018 since this database provides corporate governance,
financial information and economic. We have used the industrial sector because it plays a
very significant role in the global economy. Some companies have been excluded from the
initial sample because they were bankrupt or mergers. Therefore, we obtained 28,614 firm-
year observations in 27 countries (Australia, Austria, Belgium, Brazil, Canada, Chile,
China, Denmark, Finland, France, Germany, Hong Kong, India, Ireland, Italy, Japan, Mex-
ico, Netherlands, New Zealand, Norway, Portugal, Spain, Sweden, Switzerland, Thailand,
United Kingdom, United States).

3.2. Variables

The dependent variable is corporate social responsibility and is defined as CSR_IN-
DEX. The measure of the variable CSR is calculated in different ways as shown by [53].
In line with past research ([54]; [55]), our variable CSR index is measured using a multidi-
mensional construct to capture all environmental, economic, and social issues disclosed
by firms. Here, CSR is captured by the ratio between the aggregation of 140 items focused
on environmental, social and economic issues and the total number of items, which codes
as 1 if the firm disclose the CSR information related each item, and 0 ([7; 56)]).

We have used the following independent variables. The independent variable, con-
stitution of remuneration committee (RC_P), takes a value of 1 if a remuneration commit-

246
247
248
249
250
251
252
253
254
255
256
257
258
259
260
261
262
263
264

265
266
267
268

269

270
271
272
273
274
275
276
277
278

279

280
281
282
283
284
285
286
287
288



Sustainability 2021, 13, x FOR PEER REVIEW 7 of 13

tee exists in the firm or 0 otherwise ([26];[21]). Our moderating variable is board inde-
pendence (PBIND) and is calculated as the ratio between the total number of independent
members on boards and the total number of board members ([26]; [37]; [21]; [44]).

In order to avoid biased results, we use four control variables traditional in remuner-
ation committee research ([21]; [37]; [26]). The variable female directors on boards
(FEMD_BOARD) is the first control variable considered and is measured as a Dichoto-
mous variable that codes as 1 if the board of directors have female directors, and 0 other-
wise ([57]). In this sense, the inclusion of female directors on corporate boards may pro-
vide different opinions and points of views which lead to improve business creativity
([58]). For this reason, in line with previous empirical studies this variable has shown a
positive association with disclosure of CSR information ([59]; [60]). The second control
variable included in the model is the duality of CEO (CEO_DUALITY), measured as a
dichotomous indicator that codes as 1 when the CEO of the company is the chairperson
of the board, and 0 otherwise ([26]). Previous literatures are contradictory in their out-
comes. Some authors provide evidence that there is a positive relationship between CEO
duality and CSR disclosure ([61]; [62]), while other authors demonstrated a negative as-
sociation ([63]; [64]). The last control variable is the firm size (LTA), calculated as the log-
arithm of total assets ([21]; [26]; [37]). In this regard, authors such as [65], and [66] show a
positive link between firm size and CSR disclosure because large firms have more greater
social pressure consequently are more predisposed to adopt CSR practices. Table 1 pre-
sents the variables description.

Table 1. Variables Description

Variables Description

CSR_INDEX The ratio between the aggregation of 140 items focused on environmental, social and
economic issues and the total number of items analyzed, which codes as 1 if the firm
disclose the CSR infor-mation related each item, and 0

RC_P This variable takes a value of 1 if a remuneration committee existence in the firm or
0 otherwise

PBIND Ratio between total number of independent directors on boards on total number of
directors on boards

FEM_BOARD Dicothomus variable that codes as 1 if the board of directors have female directors,
and 0 otherwise

CEO_DUALITY Dichotomous indicator that codes as 1 when the CEO of the company is the
chairperson of the board, and 0 otherwise

LTA The log of total assets

3.1. Regression model specification

To check our hypotheses, the following model is estimated through the generalized
method of moments (GMM) to avoid the endogeneity bias:

CSR_INDEXit= B0 + B1RC_Pit + B2PBINDit + B3RC_P x PBINDit + B4FEM_BOARDit +B5CEO_DUALITYit +
B6LTAit+ ¥ BYEARt+ Ui+ dj 1)

This model estimate the parameters incorporated, being each firm is indicated by i
and the time period is indicated by t. Additionally, it comprises a firm-specific effect,
named 0it, which controls of the unobservable heterogeneity what is related firm decision-
making as well as Uit, which is referred to the disturbance term. As mentioned above, this
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model is estimated using GMM to counter the endogeneity problems caused from unob-
servable heterogeneity, dynamic endogeneity and simultaneity. Additionally, this model
needs to include the lagged dependent variable to account for the possibility that contem-
poraneous ratios of female directors on the board are a function of past leverage ([67]).
The GMM allows us to control the individual effect (Uit) and time heterogeneity (dit). The
second-order serial correlation tests (m2) show that there is, or not, an absence of a corre-
lation between the residuals in first differences. Additionally, the Hansen test provides
evidence of the adequacy of the tools used in the absence of correlation between the in-
struments and the random disturbance.

4. Results

4.1. Descriptive statistics

Descriptive statistics are illustrated in Table 2 (mean and standard deviation) for all
the analyzed variables in the model analysis. The level of the CSR information disclosed
stands at an average of 19.90% of the 140 items tested in the CSR index. Moreover, the
mean presence of RC_P is 7%, and the boards have approximately 5% of PBIND. Regard-
ing control variables, on average, the proportion of FEM_BOARD is 5%, the presence of
CEO_DUALITY is 2% and LTA is 10.36%.

Table 2. Descriptive Statistics

Variable Obs. Mean Standard Deviation
CSR_INDEX 343.356 1,99 7,765
RC_P 343.356 0,07 0,252
PBIND 343.356 0,05 0,217
FEM_BOARD 343.356 0,05 0,221
CEO_DUALITY 343.356 0,02 0,150
LTA 343.356 10,36 09,84
The correlation matrix is reported in Table 3. In this table, there are no high values
for the coefficients between the dependent, independent variables and the control varia-
bles, in line with [68]. For this reason, we confirm the absence of multicollinearity prob-
lems among all variables for this regression model.
Table 3. Correlation Matrix
CSR_INDEX RC_P PBIND  FEM_BOARD CEO_DUALITY LTA
CSR_INDEX 1.000
RC_P 0,484*** 1.000
PBIND 0,524*** 0,573*** 1.000
FEM_BOARD 0,548*** 0,638**  0,677** 1.000
CEO_DUALITY 0,329*** 0,416**  0,433** 0,458*** 1.000
LTA 0,119*** 0,068**  0,106*** 0,101*** 0.548*** 1.000

4.2. Regressions analysis

Table 4 presents the findings of estimating regression model proposed, and the mod-
erating effect of the independent directors on corporate boards. In Model 1, the variable
RC_P presents a positive sign and is statistically significant. Thus, hypothesis 1 cannot be
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rejected. This finding supports the view that the constitution of remuneration committees
has a positive effect on CSR disclosure, consistent with [29], and [17], A, who also provide
this evidence. This implies that the existence of remuneration committees in companies
makes firms’ decisions regarding non-financial and financial information effective. One
possible explanation is that firms adopting the constitution of remuneration committees
have a better CSR information system, which facilitates the effective implementation of
sustainability practices. The positive impact can be explained on the basis that companies
do not have pressure from their shareholders to maximize the shareholder value as the
main objective, which enable them to focus on social, environmental and economic per-
spectives.

Model 2 analyzes the moderating effect of independent directors on boards on the
relationship between the constitution of remuneration committees and CSR disclosure.
The coefficients of the crossover effects that contrast this hypothesis (RC_P x PBIND), as
well as the main variable (RC_P), show high statistical significance (at 1%) and do not
present the expected sign. These coefficients are just the opposite sign, that is, negative,
and this means that as the proportion of independent directors on boards grows, the neg-
ative relationship established empirically between the remuneration committee and CSR
disclosure increases. In this regard, the existence of this type of committee would reduce
CSR disclosure and, if the proportion of independent directors on the board at the same
time increased, CSR disclosure would decrease even more, contradicting what was ex-
pected. Thus, we reject the second hypothesis, and we conclude that the proportion of
independent directors on corporate boards negatively moderates the association between
the existence of remuneration committees and disclosure of CSR information, which sup-
ports the premise that board independence encourages CSR disclosure in countries with
scant commitment to sustainable goals ([5]). Another explanation could be that board in-
dependence may improve financial orientations instead of non-financial orientations,
which may negatively impact stakeholder interests and society and may create the illusion
of effectively controlling management behavior ([69]). This finding suggests that both
board independence and the constitution of remuneration committees are mechanisms of
corporate governance, but when coexisting simultaneously, have a negative influence on
the reporting of CSR information.

The control variables FEM_BOARD, CEO_DUALITY and LTA present a positive and
significant sign, as expected. These results also note that larger companies, with female
directors on boards, and those with CEO duality, present a positive effect on CSR disclo-
sure.

Table 4. Multivariate analysis results of the Generalized Method of Moments

MODEL 1 MODEL 2
Coef. Coef.
P>ltl P>tl
CSR_INDEX(+-1) 0.28*** 0.24***
RC_P 5,10+ 667+
RC_P x PBIND -5.85%**
PBIND
8.16* 11.49***
FEM_BOARD 9.35%** 8.99***
CEO_DUALITY 1.84%** 1.75%**
LTA 0.04*** 0.04***
Year effects Yes Yes
Wald x2 test 5144.05*** 4884.80***
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393

5. Conclusions 394
The purpose of this article was to examine the association between the constitution 395

of remuneration committees and CSR disclosure, controlling for the female directors on 39
boards, the duality of CEO directors and firm size. A major strength of this study is that 397
it analyzes the moderating role played by the proportion of independent directors on 398
board of directors on the association between the existence of remuneration committees 399
and CSR disclosure. 400
Our results show that the constitution of remuneration committees encourages the 401
disclosure of CSR information. We also find that board independence negatively moder- 402
ates the relationship between the existence of remuneration committees and CSR disclo- 403
sure. The cohabitation of remuneration committees and board independence can produce 404
a negative influence on CSR disclosure since their orientation may be focused on financial 405
orientation instead of non-financial as CSR issues. 406
Our findings have a number of policy implications. First, the results of this article 407

also highlight the need to extend previous literature focused on agency theory since we 408
develop how board independence moderates the relationship between the existence of 409
remuneration committees and CSR disclosure. Past empirical studies examined the ele- 410
ments which have an effect on CSR disclosure, but there is no previous research of the 411
moderating effect of board independence on the existence of the remuneration committee 412
and the disclosure of CSR information. Second, by highlighting the importance of the 413
moderating effect of board independence on board committees and CSR disclosure, and 414
contributing to the gap in the earlier research, this study motivates and inspires scholars 415
to conduct comparative research in this area. Third, the findings of this research offer an 416
implication to regulatory bodies. The findings reveal that the implementation of the con- 417
stitution of remuneration committees in companies is likely to improve CSR reporting. 418
Nevertheless, the interaction between the constitution of remuneration committees and 419
board independence has a negative impact on the reporting of CSR information. There- 420
fore, these results are useful for companies and managers whose goal is based on non- 421
financial information disclosure to engage with stakeholder needs and demands, and will = 422
have to decide whether to implement the constitution of remuneration committees or im- 423
prove board independence. Fourth, this study has practical implication since the remu- 424
neration committee facilitate the knowledge transfer CSR information to the board that 425
makes decisions about activities and practices what the company can do. However, the 426
moderator effect of independent directors on boards reduces the transfer of this infor- 427
mation since they are more focused on specific and economic decisions. This study also 428
has implications for those responsible for preparing the integrated reports that determine 429
the inclusion of information on CSR since companies are currently under pressure from 430
the EU's indications on social and environmental issues. The disclosure of CSR infor- 431
mation depends on government regulatory and the use of voluntary performance 432
measures [70]. For this reason, these practitioners should establish standards and proce- 433
dures, which may be requirements, not just recommendations, to comply, regulate and 434
implement social, environmental, and economic actions. Our results reinforce the theoret- 435
ical and empirical rationalities suggested by agency theory regarding the importance for 436
the companies to include the financial and non-financial information in their reports [71]. 437
The findings obtained of this manuscript must be carefully analysed considering the 438
following limitations and future research proposed. First, regarding limitations, it should 439
be noted that our study only examined 2018 information disclosure on industrial compa- 440
nies from the Middle East, developed Asian and Pacific countries, emerging Europe, de- 441
veloped Europe, Africa, Latin America and North America and, as such, may not be gen- 442
eralizable across other periods and industries. Consequently, in order to assert whether 443
our findings are consistent over time and replicable across all industries, we believe that 444
a more detailed study across later years and industries of corporate governance and CSR 445
disclosures would further develop the results of this manuscript. We also note that our 446
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corporate governance variable, the existence of remuneration committees, simply ranks
the firms in our sample by their existence or not; i.e., we do not have any absolute measure
of a company’s remuneration committee quality.

There are several other specific areas that future research could also usefully explore.
Future research might consider constructing the absolute variable of the existence of re-
muneration committee to examine the impact of this new variable on the disclosure of
CSR information. Finally, it would be interesting to study the moderating role played by
board independence on the relationship between the constitution of all board committees
on CSR disclosure and their impact on the commitment with stakeholders’ interests and
needs.
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