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		Abstract

		Purpose – This study explores the relation of investing and signalling Corporate Social Responsibility (CSR) activities with different types of real and accrual earnings smoothing. CSR expenses may lead to improved future performance (investing CSR activities) or inside information for future performance leads managers to undertake current CSR expenditures providing signal for firm’s prospects (signalling CSR activities). Considering the different explanations for the positive relation of the CSR activities with future operating performance, we expect investing (signalling) CSR activities to be negatively (positively) associated with (real and accrual) earnings smoothing.

Design/methodology/approach - We extract data from Thomson Reuters Datastream and ESG4 database for US listed firms over the period 2005-2019. Our final sample contains 15,043 firm-year observations.

Findings - Our empirical findings indicate that the investing (signalling) CSR activities are negatively (positively) associated with different types of earnings smoothing. Our empirical finings remain robust for alternative measure of CSR and the substitution between earnings management strategies. The relationship of investing/signalling CSR activities with earnings smoothing seems to be more profound in the absence of managerial motives to meet earnings targets but it is affected by the presence of a sustainability committee.

Originality - This study contributes to examining the relation of CSR with both types (accrual and real) of earnings smoothing under alternative interpretations for the positive relationship of CSR activities with future operating performance.

Practical implications - The new insights obtained in this study can enable investors and managers to understand the economic implications of CSR activities.

Social implications – Understanding the relations of CSR activities with earnings smoothing will enable managers to improve the informativeness of accounting information. 
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