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Performance: Evidence from Meeting
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This study examines two research questions. First, whether high CSR firms
(i.e., firms with CSR performance higher than the sample median) will engage in
real activity management (RM) to meet the earnings benchmark (i.e., meeting zero
or last year's earnings target). Second, if high CSR firms choose to do so, then
what are the incentives underlying such managerial behavior. We find that sample
firms as a whole tend to employ RM, in particular, through over-production, to
meet earnings target, consistent with both the multiple objectives and signaling
hypotheses. Further, we find low CSR firms employing RM to meet earnings
expectation are more likely attributable to opportunism. By contrast, using RM to
meet earnings target for high CSR firms is more likely driven by reputation or
creditability building motive. Our inferences survive a battery of additional tests.
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