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This study aims to investigate the potential impact of peer firms on the quality of CSR reports

produced by the focal firm. By combining insights from the behavioral theory of the firm and

existing literature on aspirations, this paper proposes that the aspiration levels of managers

regarding CSR reporting play a crucial role in determining the quality of CSR reports. Spe-

cifically, it is suggested that the quality of CSR reports is likely to improved when the current

level falls short of managers’ aspirations for CSR reporting. Conversely, when the current

quality of CSR reports surpasses managers’ aspirations, it is expected to decline. Additionally,

this paper proposes that this effect will be stronger when the owner of the firm is government

or the firm’s visibility is high. Using a comprehensive panel dataset covering Chinese listed

firms with A‐shares from 2012 to 2018, the empirical findings strongly support these

arguments.
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Introduction

Over the past decade, CSR reporting and disclosure have
become increasingly common (Lu & Abeysekera, 2014;
Liao et al., 2017). The proportion of companies engaging

in CSR reporting has risen from 12% in 1993 to 80% in 2020
(KPMG, 1993, 2020). This growing trend has prompted
researchers to investigate the factors that influence CSR reporting
and disclosure (Du et al., 2010; Marquis & Qian, 2014; Luo et al.,
2017; Dai et al., 2018). For example, social performance feedback
could affect firms communication strategy, such as using visual
expressions in their CSR reports (Wang et al., 2021). In China,
state-owned firms have been found to be particularly concerned
with CSR reports due to their reliance on such reports to mitigate
potential political reputation losses and counter negative per-
ceptions of poor non-financial performance (Li et al., 2013;
Rudyanto, 2017). However, as the majority of firms now engage
in CSR reporting (KPMG, 2020). the focus has shifted towards
understanding why there are substantial variations in the quality
of CSR reports across different firms, rather than solely exam-
ining the antecedents of CSR reporting itself (e.g., Marquis &
Qian, 2014).

To answer this research question, this study attempts to
investigate the antecedent of the variation in the quality of CSR
reports. We explore whether and when disparities between firms’
CSR reporting and managers’ aspiration levels influence the
change in CSR report quality. Building upon the behavioral
theory of the firm (Cyert & March, 1963) and drawing from
relevant research on aspirations (e.g., Greve, 2008; Tarakci et al.,
2018), we show that CSR reporting discrepancies play a crucial
role in shaping the improvement or decline in CSR report quality.
Specifically, we argue that when CSR reporting disparities are
negative, the quality of CSR reports is likely to improve. Con-
versely, when CSR reporting disparities are positive, the quality of
CSR reports is expected to decline. In addition, we proposed that
the impact of CSR reporting discrepancies on the growth of CSR
report quality is contingent upon the extent to which firms
engage in CSR activities to enhance their legitimacy, as reflected
in factors such as firm visibility and state-ownership. Specifically,
we suggest that this relationship is more pronounced when CSR
reporting discrepancies are negative but not when CSR reporting
discrepancies are positive.

Our study makes several contributions to the literature. First,
this study focused on the theoretical mechanisms that connect
CSR reporting discrepancies with the growth of CSR report
quality, building and extending on the behavioral theory of the
firm and studies on aspirations (Cyert & March, 1963). The
behavioral theory of the firm suggests that corporate strategic
behavior is motivated by the discrepancy between performance
and aspiration levels (Cyert & March, 1963; Gavetti et al., 2012).
Further, literature on aspirations suggests that firms’ aspirations
are desired performance levels for specific organizational goals
and managers establish aspirations to serving purposes such as
communicating strategic direction (Fiegenbaum et al., 1996),
enhancing performance (Hamel & Prahalad, 1989), and mea-
suring success (Kaplan & Norton, 1996; Meyer, 2002). This study
contributes to expanding the existing literature’s understanding of
the expected performance feedback effect by integrating these
perspectives in providing novel evidence on how discrepancies
between firms’ CSR reporting and managers’ aspiration levels
impact CSR disclosure behavior.

Second, previous research has not adequately identified the
factors that could moderate the relationship between CSR
reporting discrepancies and CSR disclosure behavior, nor has it
sufficiently elucidated the boundary conditions of such a rela-
tionship. State-owned firms, which with greater power and
legitimacy, exhibit a heightened concern for CSR (Hu et al., 2018;

Rudyanto, 2017; Muttakin, Subramaniam, 2015) because of the
pressures of pursuing political goals. High visibility can not only
confer many benefits on a firm, including improved brand value
and an enhanced ability to attract customers and talented
employees (Pollock et al., 2008; Bednar, 2012) but also makes the
firm be intensively watched over by stakeholders and under
greater stakeholder pressures (Brooks et al., 2003; Zavyalova et al.,
2017).

Third, we study managers’ aspiration levels and firm behavior
in the Chinese context, which has been based primarily in based
on Western organizational contexts (Cyert & March, 1963;
Gavetti et al., 2012). By exploring the Chinese context, we
incorporate additional factors specific to China that can influence
CSR disclosure behavior. Specifically, we consider whether a firm
is state-owned (Rudyanto, 2017; Muttakin, Subramaniam, 2015)
and whether a firm possesses high visibility (Pollock et al.,, 2008;
Bednar, 2012). Both of these factors might limit the managers’
aspiration feedback effect in the Chinese context.

This paper is structured as follows. Firstly, we present the
theoretical framework and develop hypotheses for empirical
testing. Secondly, we outlines our data collection procedure and
details how variables were constructed, along with an explanation
of the empirical methodology employed to examine the hypoth-
eses. Thirdly, we present the findings from our empirical analysis.
Finally, we summarize our conclusions, discuss the implications
of our results, and address any limitations of our study.

Theoretical development and hypotheses
Organizational aspirations. According to the behavioral theory
of the firm, decision-makers are motivated to adjust their
strategic decisions to achieve set financial goals due to the
discrepancy between performance and aspiration levels (Cyert
& March, 1963; Gavetti et al., 2012). Organizational aspira-
tions, which can also be referred to as goals or reference points,
represent the desired performance levels for specific organi-
zational outcomes. Managers establish these aspirations to
communicate strategic direction (Fiegenbaum et al., 1996),
improve performance (Carver & Scheier, 1981; Eisenhardt,
1985; Hamel & Prahalad, 1989), and gauge success (Kaplan &
Norton, 1996; Meyer, 2002). In such studies, goals consist of
aspiration levels of measurable organizational outcomes. When
an organization falls short of its goal, decision-makers may
take action to try and achieve a better outcome. This can
include a problematic search action that aims to produce
results higher than the original aspiration level (Cyert &
March, 1963). Alternatively, failure to achieve the desired level
may also motivate decision-makers to take risks and imple-
ment changes in the organization (Bromiley, 1991; Lant, 1992;
Kim et al., 2015).

Aspiration levels are derived from various sources, including
an organization’s own experiences and observations of other
similar organizations (Cyert & March, 1963; Gavetti et al., 2012).
Similar to the social comparison process, that is, individuals
usually compare themselves with other people who are similar in
significant attributes as a reference group (Festinger, 1954; Miller,
1982; Baird et al., 2015; Thibaut, 2017), managers will set other
organizations that they think are similar to their organizations as
reference groups form reference groups (Lant & Baum, 1995;
Porac, Thomas, Baden-Fuller, 1989; Kim et al., 2015; Tyler &
Caner, 2016; Marquis & Tilcsik, 2016; Humphreys & Carpenter,
2018). Managers typically have greater awareness of the behavior
exhibited by these reference groups and may even be inclined to
imitate them (Baum & Haveman, 1997; Fiegenbaum & Thomas,
1988; Kim et al., 2015).
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Organizations pursue various goals, including sales, profit-
ability, and maintaining good relationship with various stake-
holders. Goals of profitability and sales are associated with
financial performance, while maintaining good relationships with
stakeholders is achieved through the efforts not only to fulfill the
duties a firm has for stakeholders (Jones, 1995; Berman et al.,
1999; Freeman et al., 2018), but also to effectively communicate
CSR to stakeholders (Du et al., 2010; Crane & Glozer, 2016).
While numerous studies have investigated the consequences of
financial performance aspirations, studies on aspirations such as
effective CSR communication are very limited (Shinkle, 2012;
Tarakci et al., 2018; Wang et al., 2021). Therefore, this study
focuses on investigating aspiration regarding CSR communica-
tion. Specifically, we examine the aspirations for CSR reporting
and their impact on the quality of CSR reports.

CSR reporting discrepancies and CSR reports quality. This
study focuses on two key constructs: aspirations of CSR reporting
and the quality of CSR reports. Aspirations of CSR reporting refer
to the desired goals of CSR reporting or the reference points
regarding CSR reporting. Specifically, it represents the level of
quality that the issuing firm aims to achieve in its CSR reports. We
define CSR reporting quality as the accuracy, substantiveness,
informativeness, and comprehensiveness with which CSR report-
ing conveys information about CSR activities that inform stake-
holders. This definition is consistent with the Global Reporting
Initiative (GRI), which states that one objective of reporting is to
inform public about an organization’s economic, environmental
and social impacts (Brown, 2009). The CSR reporting quality
includes three-dimension: the managerial orientation (the corpo-
rate commitment to CSR), the content of the reporting information
(what and how much is reported), and techniques used to describe
CSR information (how it is reported) (Michelon et al., 2015).
Higher performance on these dimensions implies higher CSR
reporting quality.

According to the behavioral theory of the firm (Cyert & March,
1963), managers often adopt a “satisficing” approach rather than
a “maximizing” one. Therefore, managers use aspiration levels to
determine whether a satisfactory level of objective has been
achieved. Here, an aspiration level represents “the smallest
outcome that would be deemed satisfactory by the decision-
makers” (Schneider, 1992: 1053). Similar to aspirations of
profitability and growth (Greve, 2008; Tarakci et al., 2018),
aspirations of CSR reporting, we argue, are formed through social
comparisons with peers’ firms—firms that are similar in certain
ways (Festinger, 1954; Thibaut, 2017). Peer firms are more
available to managers and information from peer firms is easier to
access. The behavioral theory of the firm also contends that
falling below an aspiration level for a specific performance will
motivate managers to take competitive action to improve that
performance (Greve, 2008; Tarakci et al., 2018). Building on this
reasoning, we propose that managers will undertake specific
strategic actions to improve the quality of CSR reports if it falls
below their aspiration levels. This is done to attain their desired
levels of quality in CSR reporting. Firms may adopt different
approaches to achieve this, including modifying the CSR reports
of their organizations in the subsequent year to enhance their
quality. In this sense, we expect that the quality of CSR reports
will experience greater improvement when there are negative
discrepancies between firms’ CSR reporting and managers’
aspiration levels. Thus, we make the following prediction:

H1: When a firm’s CSR reporting quality falls below their
aspiration level, the growth in the quality of CSR reports
will be positively related to discrepancies between the firm’
CSR reporting and the managers’ aspiration levels.

Prior literature has shown that the effects of aspiration levels
are different based on whether the current performance is above
or below the aspiration level (Greve, 2008; Tarakci et al., 2018).
When the current performance exceeds the aspiration level, it is
less likely to trigger a problematic search or strategic moves that
aim to change the current performance in the organization
(Bromiley, 1991). Drawing from these insights, we posit that the
impact of CSR reporting above or below the aspiration level will
yield different outcomes. When the discrepancies between the
firm’s CSR reporting and their managers’ aspiration levels are
positive, managers are less motivated to take actions to improve
the quality of CSR reports in the future. In this case, managers
may be satisfied with the current level of CSR reporting and may
not see the need to take actions to change it. Additionally, the
magnitude of these discrepancies plays a crucial role in
influencing the future growth in CSR reporting quality. In
particular, when managers perceive a large disparity between
firms’ CSR reporting and their aspiration levels, they are less
likely to consider actions to grow the quality of CSR reports;
instead, they are satisfied with the current quality of CSR reports
and will do nothing to change it. Through a dysfunctional
learning process, rational managers might intentionally reduce
the quality of CSR reports when they feel that their firms have
done “too much” in reporting CSR and therefore they downgrade
the quality of CSR reports (Markle, 2011; Lyon & Maxwell, 2016;
Wisler, 2018).

From the discussion above, we expect that managers are, at the
very least, satisfied with the current quality of CSR reports when
the discrepancies between firms’ CSR reporting and managers’
aspiration levels are positive. Consequently, they are unlikely to
engage in actions that would enhance the future growth of CSR
reporting quality, resulting in limited improvement. Furthermore,
we expect that the greater the disparity between firms’ CSR
reporting and their aspiration levels, the less likely managers take
action to grow the quality of CSR reports. Therefore, we make the
following prediction:

H2: When a firm’s CSR reporting quality above their
aspiration level, the growth in the quality of CSR reports
will be negatively related to the discrepancies between the
firm’s CSR reporting and the managers’ aspiration levels.

The moderating role of state-ownership and firm visibility. We
have argued above that the disparities between firms’ CSR
reporting and managers’ aspiration levels have the potential to
impact the future growth of CSR reporting quality. In the fol-
lowing sections, we discuss how state-ownership and firm visi-
bility influence the relationship between CSR reporting
discrepancies and the subsequent growth of CSR report quality.
Again, we argue that such relationships will differ between one
below aspiration levels and one above aspiration levels.

State-ownership. Li et al. (2013) noted that state-owned firms
constitute almost 60% of China’s listed companies and have
greater power and legitimacy. Previous studies have indicated that
state-owned firms exhibit a higher level of interest in CSR (Hu
et al., 2018; Rudyanto, 2017; Muttakin, Subramaniam, 2015).
There are several reasons. First of all, state-owned firms enjoy
financial and regulatory support due to their inherent political
ties, which also bring pressure to meet political goals. As the
government represents the most trusted institution in the coun-
try, meeting the needs and expectations of stakeholders is one of
its fundamental missions (Muttakin, Subramaniam, 2015). CSR
aligns with the government’s objectives, such as allocating
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company resources to the public and so on (Liston-Heyes &
Ceton, 2007). Secondly, managers of state-owned firms are more
affected by political factors when making decisions (Ghazali,
2007; Dincer et al., 2011). Their political status is heavily influ-
enced by their performance, and they are often under government
supervision, with the State‐Owned Assets Supervision and
Administration Commission of the State Council (SASAC) pro-
viding policy guidelines for management evaluation, including
non‐financial measures such as environment and safety perfor-
mance (Li et al., 2013). As a result, potential political reputation
loss, self-identification of state-owned firms, and the risk of
demotion due to poor performance in non‐financial aspects serve
as motivators for managers of state-owned firms to prioritize
social responsibility activities. Consequently, we expect that state-
ownership will affect the relationship between discrepancies in
CSR reporting and the subsequent growth of CSR report quality.

Given the higher emphasis on social responsibility in state-
owned firms, we propose that the relationship between CSR
reporting discrepancies and the subsequent growth of CSR report
quality will be stronger among state-owned firms compared to
non-state-owned firms when the firms are below their aspiration
level for CSR reporting. From the discussion above, we make the
following prediction:

H3a: When the firms are below their aspiration level for
CSR reporting, the relationship between discrepancies in
CSR reporting and the growth in CSR report quality will be
stronger in state-owned firms than non-state-owned firms.

We also expect that when the discrepancies between firms’ CSR
reporting and managers’ aspiration levels are positive, the
influence of state-ownership on the relationship between CSR
reporting discrepancies and the subsequent growth of CSR report
quality will be negligible. The reason is that, regardless of state-
ownership status, managers tend to be content with the current
quality of CSR reports and lack the motivation to enhance them
when the discrepancies are positive. Accordingly, we make the
following prediction:

H3b: When the firms are above their aspiration level for
CSR, state-ownership does not significantly impact the
relationship between CSR reporting discrepancies and the
growth of CSR report quality.

Firm visibility. The firm’s visibility reflects the degree to which
stakeholders are concerned about the existence of the firm and
perceive it as relevant and significant (e.g., Brooks et al., 2003;
Rindova et al., 2005; Raithel & Schwaiger, 2015; Zavyalova et al.,
2017). High visibility can bring many benefits to the firm,
including the ability to improve brand value, attract customers
and retain excellent employees (Pollock et al., 2008; Bednar,
2012). More importantly, high visible firms tend to bear greater
pressure from stakeholders while receiving close attention from
stakeholders (Brooks et al., 2003; Zavyalova et al., 2017). There-
fore, managers of high visible firms will have greater motivations
to gain legitimacy.

We argue that in cases where the discrepancies between firms’
CSR reporting and managers’ aspiration levels are negative,
managers of highly visible firms are more inclined to take action
towards enhancing the quality of CSR reports compared to
managers of less visible firms. This argument is rooted in the
observation that highly visible firms face stronger pressures to
disclose their CSR activities compared to less visible firms.
Although all managers are motivated to improve CSR report
quality when it falls below their aspiration levels, managers of
highly visible firms face heightened scrutiny and external
pressures, making them more likely to act on improving CSR

report quality. From the discussion above, we make the following
prediction:

H4a: When the firms are below their aspiration level for
CSR reporting, the relationship between the CSR reporting
discrepancies and the growth of CSR report quality will be
stronger in more visible firms compared to less
visible firms.

We also expect that, when the discrepancies between firms’
CSR reporting and managers’ aspiration levels are positive, the
level of firm visibility will not impact the relationship between
these discrepancies and the future growth of CSR report quality.
The reason is that, for both firms with visibility or without
visibility, managers are satisfied with the current quality of CSR
reports and lack the motivation to improve it when the
discrepancies between firms’ CSR reporting and managers’
aspiration levels are positive. Accordingly, we make the following
prediction:

H4b: When the firms are above their aspiration level for
CSR reporting, firm visibility does not significantly
influence the relationship between the CSR reporting
discrepancies and the growth of CSR report quality.

Methodology
Sample and data. Our initial sample was sourced from all A‐
shares Chinese listed firms between 2012 and 2018. Following
prior studies, we exclude special treatment (ST) firms, *ST firms,
and firms in the financial industry because they are typically
subject to heavily regulation and their financial statements are
different from those of other firms. Data were collected from
multiple sources. Data about the CSR report quality and man-
agers’ aspirations were obtained from Runling CSR Reports
Ratings (also known as RKS; www.rksratings.com). Most firm-
level data such as ownership, financial performance, firm size,
and so on were collected from company annual reports, the
Chinese statistics bureau, and the Wind database, which serves as
the primary information hub for Chinese listed firms and Chinese
stock markets. Data about firm visibility is collected from the
financial news database of Chinese listed companies (CFND).
After matching the date and deleting missing values, we reached a
final sample during 2012–2018.

Measures
Dependent variable. We constructed a measure for the growth of
CSR report quality, the dependent variable in our study. This
measure is a growth rate of the CSR reports rating scores in RKS
in a specific year, as demonstrated by Formula (1). To construct
this measure, we first subtracted the rating score in year t+ 1 by
the rating score in year t; then the rating score in year t divided
this difference. The resulting ratio represents the growth rate of
CSR report quality in year t+ 1.

Growth of the CSR Reports Quality ¼ scoretþ1 � scoret
� �

Scoret
ð1Þ

The rating score in RKS represents an overall range of the
quality of a CSR report and ranges from 0 to 100. Similar to KLD,
RKS is an entirely independent rating agency in mainland China.
The evaluation of a firm’s CSR reporting quality in RKS is based
on ISO 26000 and consists of three dimensions: macrocosm
(30%), content (50%), and technique (20%). Furthermore, each
dimension contains several items. The macrocosm dimension
contains 16 items, the content dimension contains 30 items, and
the technique dimension contains 17 items. In total, the three
dimensions include 63 rating items.
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The macrocosm dimension assesses the breadth of a CSR
report, including the firm’s CSR strategy, sustainable develop-
ment objectives, and plans, potential externalities, executives’
views on CSR and sustainability, CSR value and culture, ethics
codes, CSR committees and departments, informational disclo-
sure procedures, CSR risk-assessment and management, and
stakeholder identification and communication. The content
dimension focuses on the materiality of CSR reports, including
whether and to what extent a report contains information
regarding financial performance, employee relations and human
rights, environmental performance, sustainable operations, con-
sumer welfare, and community involvement and development.
The third dimension—technique—evaluates the informational
complexity and transparency of a CSR report. This dimension is
followed by GRI 3.0 guidelines, which are modified by RKS to
include elements unique to China. This dimension includes items
related to a CSR report’s transparency, consistency, reliability,
assurance, and readability. Because our focus is on assessing the
materiality, readability, and reliability of CSR reports, we utilize
the overall RKS ratings as a measure to capture the growth in CSR
report quality.

Independent variables. In our study, the independent variable
focuses on the discrepancies between firms’ CSR reporting and
managers’ aspiration levels. We also relied on RKS CSR Reports
ratings to calculate the measure of this variable. According to
previous research on aspirations (e.g., Greve, 2008; Mishina et al.,
2010; Kim et al., 2015; Ref & Shapira, 2017), managers’ aspiration
levels in this study are defined as the average CSR report quality
of the industrial peers. To compute the CSR report quality of peer
firms of a focal firm, we first defined peer firms as those having
the same CSRC (China Securities Regulatory Commission)
industry code. Then, we used Formula (2) to compute the
industry-average quality of CSR reports. Please note that the
quality of CSR reports of the focal firms i was excluded when
computing the quality of CSR reports for the peer firms.

aspirationsit ¼
∑j≠i scorejt
N � 1

ð2Þ

where t refers to time, i denotes the focal firm, j represents the
firms belonging to the same CSRC industry code as the focal firm,
and N indicates the total number of firms within the CSRC
industry code.

Following Mishina, Dykes, & Block (2010), we used a spline to
isolate the effects of higher or lower than aspiration levels on the
quality of CSR reports and to see if the negative or positive
discrepancies between firms’ CSR reporting and managers’
aspiration levels had different effects on CSR discourse behaviors.
To create two separate variables, namely CSR report quality
below aspirations and CSR report quality above aspirations, we
use the following formulas to calculate their values for firm i in
year t:

CSR report quality above aspirationit ¼ Quality ofCSR reportsit � aspirationit;

if Quality of CSR reportsit>aspirationit > aspirationit ;

CSR report quality above aspirationit ¼ 0; if Quality of CSR reportsit ≤ aspirationit:

CSR report quality below aspirationit ¼ aspirationit �Quality of CSR reportsit ;

if aspirationit > Quality of CSR reportsit;

CSR report quality below aspirationit ¼ 0; if aspirationit ≤Quality CSR reportsit:

Therefore, the disparity was computed by subtracting the
average rating of peer firms from the overall ratings of the CSR
report quality of the focal firm in a given year. A greater
difference represents a greater disparity between firms’ CSR
reporting and managers’ aspiration levels.

Moderators. We measure firm visibility as the media coverage of a
firm (Marquis & Qian, 2014). Greater media coverage indicates
higher visibility among stakeholders. To measure this, we utilized
the CFND database, which encompasses news reports and articles
from over 400 online media sources and more than 600 news-
papers in mainland China (Marquis & Qian, 2014). By examining
the number of news reports and articles, we observed a highly
skewed distribution. A small number of firms received a sig-
nificant amount of coverage, while many others had less than five
news reports or articles. To deal with this issue, we created a
dummy variable to measure firm visibility. We defined a firm as
more visible and coded this variable as 1 if the firm was covered
by more than the average number of news reports and articles; 0
otherwise.

State-ownership. According to prior studies, we measure state-
ownership as a dummy variable. We categorized firms in our
sample as either state-owned or non-state-owned. We then
defined state-owned firms as those controlled by the central or
local state, or a government agency (Steinfeld, 2000; Lin et al.,
1998; Zhou et al., 2017), and the other firms were classified as
non-state-owned firms. Accordingly, we assigned a value of 1 to
state-owned firms and 0 otherwise.

Control variables. To rule out alternative explanations, we
incorporated several control variables into our analysis. One
variable is firm size, as larger firms tend to possess more resources
to engage in CSR activities. We measured firm size using the log-
transformed values of firm assets for the fiscal year (Marquis &
Qian, 2014). Additionally, we controlled for firm age, as firms
with a longer history of being listed on the stock market might
face heightened scrutiny from stakeholders and exhibit greater
attention to CSR practices. Firm age was measured as the number
of years a firm had been listed on China’s stock exchanges as of
the focal year (Marquis & Qian, 2014). Prior research also sug-
gests that firm’s CSR activities are driven by economic afford-
ability (Waddock & Graves, 1997). Thus, we controlled for
financial indicators that could impact a firm’s resource allocation
and strategic decision-making. Specifically, we controlled for
return on assets (ROA) as a measure of firm performance, cash
ratio as a measure of slack resources, financial leverage as the
ratio of debt to equity, and R&D intensity as the logarithm of the
ratio of R&D expenses to sales plus one. Lastly, we controlled for
ownership concentration, which has been found to influence CSR
policies (Dam & Scholtens, 2013).

Estimation procedure. Our sample was an unbalanced panel of
A‐shares Chinese listed firms issuing CSR reports. In other words,
our sample does not cover all Chinese listed firms. Therefore, a
sample selection bias may arise. To address this possibility, we
rely on Heckman’s sample selection procedure (Heckman, 1979).
The first stage of Heckman’s model was estimating the probability
of a firm issuing CSR reports based on various firm character-
istics. Then, we calculated the inverse mills ratios and use them as
controls in the second stage to control for the possible sample
selection bias.

Results
We followed Wooldridge’s (2002) procedures to analyze the data.
Firstly, we conducted the Breusch-Pagan Lagrange multiplier test
to determine the most suitable approach for our analysis: pooled
data or panel data method. The test results showed that the
pooled data approach was not appropriate because of the exis-
tence of the unobserved individual effects. Secondly, the Haus-
man test was used to decide whether random effect or fixed-effect
models were more appropriate. The results suggested that
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random effect models were not appropriate because the unob-
served effects were found to be correlated with the discrepancies
between firms’ CSR reporting and managers’ aspiration levels.
Finally, considering the time-varying unobservable industry
effects may influence the attractiveness of specific industries
(Javorcik, 2004: p. 616), the year dummies and industry dummies
were added.

Results of first-stage of Heckman’s procedure. Table 1
demonstrates the descriptive statistics and the correlations of the
variables used in the first stage of Heckman’s procedure. The
mean value of CSR reports is 0.223, meaning that out of the total
sample, only 22.3% of enterprises disclosed CSR reports during
2012–2018. Table 2 shows the results of probit regression of the
first stage of Heckman’s procedure. According to Table 2, the
probability of a firm issuing CSR reports is positively related to
firm size (b= 3.917, p < 0.001) and state-ownership (b= 1.824,
p < 0.001). The results indicate that an increase of one standard
deviation in both firm size and state-ownership is associated with
a 5.208 and 2.025 standard deviation increase, respectively, in the
probability of a firm issuing CSR reports. One plausible expla-
nation for this finding is that larger firms and state-owned
enterprises (SOEs) are more inclined to issue CSR reports, pos-
sibly driven by their desire to enhance political legitimacy in
response to government pressure. Furthermore, Table 2 reveals a
negative association between the probability of a firm issuing CSR
reports and financial performance (b=−2.854, p < 0.001),
leverage (b=−2.809, p < 0.001), slack resources (b=−1.388,
p < 0.001), and ownership concentration (b=−0.015, p < 0.001).
The results reveal that a one standard deviation increase in
financial performance, leverage, slack resources, and ownership
concentration corresponds to a 0.527, 1.398, 0.441, and
0.531 standard deviation decrease in the probability of a firm
issuing CSR reports, respectively. These negative relationships are

likely due to several reasons. Firstly, firms that are financially
underperforming may issue CSR reports to enhance their image
and signal their commitment to stakeholders. Secondly, firms
with limited slack resources may be more motivated to issue CSR
reports to secure support from stakeholders. Thirdly, firms with
low levels of debt may be more conservative and place greater
emphasis on their long-term image, leading them to focus on CSR
reporting to demonstrate their commitment to sustainability.
Lastly, firms with low ownership concentration may have mul-
tiple shareholders, some of whom may be more attentive to CSR
activities and reporting, which can further increase the likelihood
of issuing CSR reports.

Results of second stage of Heckman’s procedure. Table 3 pre-
sents the descriptive statistics and correlations of the variables
utilized in the second stage of Heckman’s procedure. The results
of the fixed-effect panel estimation of the second stage of Heck-
man’s procedure are shown in Table 4. In addition, the con-
stituent independent variables and moderators were mean-
centered before generating the interaction terms to eliminate
harmful multi-collinearity. We also checked for variance inflation
factor (VIF). We found that the mean VIF is 4.28. All the VIF
values excluding IMR(28.57) and firm size (26.62) are well below
the warning level of 10 proposed by Chatterjee, Hadi (2015).
Thus, we conclude that multi-collinearity would not harmfully
affect the results of our statistical analyses.

In Model 1 of Table 4, which includes all the control variables
and the two moderators. Inverse mills ratios (b= 8.570,
p < 0.001), firm age (b=−1.354, p < 0.001), firm size
(b= 24.444, p < 0.01), slack resource (b=−15.254, p < 0.01),
ownership concentration (b=−0.124, p < 0.05), state ownership
(b= 13.581, p < 0.01), and firm visibility (b= 1.765, p < 0.05)
were found to significantly affect the growth of CSR report
quality. We added the major independent variables (i.e., CSR
report quality below aspirations, CSR report quality above
aspirations) into Model 2 to test Hypothesis 1 and Hypothesis
2. Hypothesis 1 predicts a positive relationship between the CSR
reporting discrepancies and the growth of CSR report quality
when discrepancies are negative. The results supported Hypoth-
esis 1, with a positive and significant coefficient observed for the
growth of the quality of CSR reports (b= 2.017, p < 0.001) when
the discrepancies are negative. Hypothesis 2 predicts a negative
relationship between the CSR reporting discrepancies and the
growth of the quality of CSR reports when the discrepancies
between firms’ CSR reporting and managers’ aspiration levels are
positive. As expected, the coefficient of the growth of quality of
CSR reports is negative and significant (b=−1.120, p < 0.001)
when the discrepancies between firms’ CSR reporting and

Table 1 Descriptive statistic and correlations (Heckman’s first-stage).

Variable N Mean s.d. 1 2 3 4 5 6 7 8

1. CSR Reporting 12,263 0.223 0.416
2. Firm Size 12,263 9.551 0.554 0.471***
3. Firm Age 12,263 15.71 5.329 0.116*** 0.159***
4. Financial

Performance
12,263 0.043 0.077 −0.019** −0.064*** −0.040***

5. Leverage 12,263 0.394 0.207 0.206*** 0.542*** 0.154*** −0.399***
6. Slack Resource 12,263 0.193 0.137 −0.112*** −0.276*** −0.121*** 0.203*** −0.404***
7. R&D Intensity 12,263 0.022 0.024 −0.061*** −0.206*** −0.093*** 0.079*** −0.135*** 0.184***
8. State-Ownership 12,263 0.310 0.462 0.326*** 0.414*** 0.237*** −0.135*** 0.351*** −0.144*** −0.136***
9. Ownership

Concentration
12,263 54.530 15.11 0.005 0.073*** −0.175*** 0.153*** −0.080*** 0.117*** −0.029*** −0.009

**p < 0.01; ***p < 0.001.

Table 2 Results of probit regression (Heckman’s
first-stage).

Dependent variable: CSR reporting dummy (Report= 1, non-Report= 0)

Firm size 3.917***(0.202) Slack Resource −1.338***(0.455)
Firm age 0.007(0.014) R&D Intensity 2.300(3.456)
Financial
performance

−2.854***(0.723) State-Ownership 1.824***(0.166)

Leverage −2.809***(0.407) Ownership
Concentration

−0.015***(0.005)

Constant −40.815***(1.845)
Wald Chi-square 567.836*** Log likelihood 5563.97***

N= 12,263. ***p < 0.001. Standard errors are in parentheses.
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managers’ aspiration levels are positive, thereby proving strong
support for Hypothesis 2.

We conducted Model 3 to examine the moderating effect of
state-ownership. Hypothesis 3a predicts that state-ownership will
positively moderate the relationship between CSR reporting
discrepancies and the growth of CSR report quality when the
discrepancies are negative. Hypothesis 3a is supported, as the
coefficient of the interaction is positive and statistically significant
(b= 2.019, p < 0.001). On the other hand, Hypothesis 3b predicts
a non-significant moderating effect of state-ownership when
discrepancies are positive. The interaction coefficient is found to
be not statistically significant (b= 0.561, p > 0.10) and hence
Hypothesis 3b cannot be rejected.

Model 4 shows the results used to test the moderating effects of
firm visibility stated by Hypotheses 4a and 4b. Hypothesis 4a
predicts a positive moderating effect of firm visibility when the
discrepancies between firms’ CSR reporting and managers’
aspiration levels are negative. Hypothesis 4a is supported because
the coefficient of interaction term is positive and significant
(b= 0.993, p < 0.001). In addition, we cannot reject Hypothesis
4b because the interaction coefficient is not statistically significant
(b= 0.446, p > 0.10).

Model 5 represents the comprehensive model, where all the
independent variables, moderators, interactions, and control
variables were entered into regression analyses. The results
reported by Model 5 confirm that all the hypotheses were
support.

We utilized the estimated coefficients from Model 5 and
followed the methodology of Aiken and West (1991) to
graphically represent the significant moderating effects. Fig. 1
and Fig. 2 display the significant moderating roles of state-
ownership and firm visibility, respectively, when the discrepancies
between firms’ CSR reporting and managers’ aspiration levels are
negative. These plots illustrate that the positive relationship
between the CSR reporting discrepancies and the growth of CSR
report quality is stronger when state-ownership is present or
when firm visibility is high (one standard deviation above the
mean) compared to when these factors are low (one standard
deviation below the mean).

Discussion and conclusions
In this paper, we attempt to provide an answer to the critical
question of whether and under what conditions industrial peers
can impact CSR reporting quality for the focal firm. Building on
the behavioral theory of the firm (Cyert & March, 1963) and
insights from aspirations research (e.g., Greve, 2008; Tarakci et
al., 2018), we uncover the significance of the discrepancies
between firms’ CSR reporting and managers’ aspiration levels in
shaping the growth of CSR report quality. Our theoretical fra-
mework suggests that when the discrepancies between firms’ CSR
reporting and managers’ aspiration levels are negative, the CSR
report quality is expected to improve. Conversely, when these
discrepancies are positive, the CSR report quality is predicted to
decline. To support our theoretical claims, we conducted
empirical analyses, providing evidence that aligns with our
hypotheses. Furthermore, we shed light on the moderating roles
of state-ownership and firm visibility in the relationship between
CSR reporting discrepancies and the CSR report quality. Speci-
fically, we find that these moderating effects are significant when
the discrepancies between firms’ CSR reporting and managers’
aspiration levels are negative but not when they are positive.

Our study is expected to make a major theoretical contribution
to the literature on CSR and CSR reporting by highlighting the
importance of the discrepancies between firms’ CSR reporting
and managers’ aspiration levels in determining the quality of CSRT
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reports. Previous studies have shown that the quality of CSR
reports varies substantially across firms (Dong et al., 2014; Dhir,
2015). However, few have explored the underlying reasons for
this variation. Our study answers this question by suggesting that
the discrepancies between firms’ CSR reporting and managers’
aspiration levels can at least partially lead to the variation. Our
findings also have practical implications for managers, helping

them understand how peer firms in the same industry can
influence the quality of CSR reports for each other, and under
what conditions they are more or less vulnerable to influence.

While our study provides important insights, it is not without
limitations, which present opportunities for future research. First

Table 4 Fixed-effect panel estimation (Heckman’s second stage).

Variable Model 1 Model 2 Model 3 Model 4 Model 5

IMR 8.570*** 10.803*** 11.089*** 11.032*** 11.333***
(2.738) (2.346) (2.340) (2.344) (2.338)

Firm age −1.354*** −1.479*** −1.486*** −1.450*** −1.457***
(0.249) (0.213) (0.213) (0.213) (0.213)

Firm size 24.444** 37.070*** 38.615*** 37.641*** 39.237***
(9.906) (8.497) (8.482) (8.490) (8.474)

Leverage −13.963* −24.339*** −24.985*** −24.760*** −25.432***
(8.353) (7.157) (7.138) (7.149) (7.130)

Financial performance 4.792 −13.011 −14.002* −13.787 −14.804*
(9.939) (8.527) (8.507) (8.518) (8.497)

Slack resource −15.254** −13.273** −13.645*** −13.749*** −14.153***
(6.073) (5.199) (5.185) (5.197) (5.182)

R&D intensity 8.978 10.578 10.246 10.999 10.663
(21.126) (18.067) (18.013) (18.040) (17.985)

Ownership concentration −0.124* −0.145** −0.147** −0.146** −0.147**
(0.077) (0.066) (0.066) (0.066) (0.066)

State ownership 13.581** 15.699*** 17.077*** 16.348*** 17.768***
(5.804) (4.970) (4.970) (4.971) (4.971)

Firm visibility 1.765* 1.315 1.376 1.449* 1.507*
(1.015) (0.868) (0.867) (0.871) (0.869)

CSR report quality above aspirations −1.120*** −1.158*** −1.148*** −1.182***
(0.080) (0.101) (0.087) (0.104)

CSR report quality below aspiration for CSR reporting 2.017*** 1.848*** 1.950*** 1.777***
(0.100) (0.109) (0.102) (0.111)

CSR report quality above aspirations * State-Ownership 0.561 0.535
(0.673) (0.675)

CSR report quality below aspiration for CSR reporting*State-Ownership 2.019*** 2.048***
(0.534) (0.533)

CSR report quality above aspirations* Firm Visibility 0.446 0.432
(0.379) (0.380)

Quality of CSR reports below aspiration for CSR reporting* Firm visibility 0.993*** 1.018***
(0.345) (0.344)

Constant −240.915** −363.035*** −379.678*** −369.684*** −386.907***
(103.198) (88.521) (88.368) (88.453) (88.295)

Industry dummies Yes Yes Yes Yes Yes
Year dummies Yes Yes Yes Yes Yes
N 2704 2704 2704 2704 2704
R2 0.095 0.339 0.343 0.341 0.346
Adj. R2 −0.185 0.133 0.138 0.136 0.141
F 6.014 27.799 26.924 26.696 25.934

Regression of growth of CSR report quality on firm and industry predictors.
Standard errors are in parentheses. Growth of quality of CSR reports was measured for year t+ 1; firm and industry predictors, for year t; n= 1232; *p < 0.05; **p < 0.01; ***p < 0.001.

Fig. 1 The moderating effect of state-ownership. This figure illustrates the
significant moderating roles of state-ownership when the discrepancies
between firms’ CSR reporting and managers’ aspiration levels are negative.

Fig. 2 The moderating effect of firm visibility. This figure illustrates the
significant moderating roles of firm visibility when the discrepancies
between firms’ CSR reporting and managers’ aspiration levels are negative.
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of all, we examined the role of aspiration levels for CSR reporting
by focusing on social aspiration in an industry from the per-
spective of external expectations and perceptions. In the future, it
may examine more dimensions of aspiration levels such as his-
torical aspiration. Second, our study specifically examined CSR
reporting in China, which has unique institutional characteristics
and government ownership. Thus, the generalizability of our
findings to other contexts remains an open question that warrants
further investigation. In the future, it can expand the sample
compared to other countries, such as developing countries.

In conclusion, as far as we know, these are the few studied that
explicitly examine whether and when peer firms could affect the
CSR report quality for the focal firm (Nason et al., 2018; Wang
et al., 2021). By shedding light on the significance of the dis-
crepancies between firms’ CSR reporting and managers’ aspira-
tion levels, our findings contribute to a deeper understanding of
how these discrepancies impact the growth of CSR report quality.
Moreover, our study highlights the importance of further research
in this emerging and intriguing area, encouraging scholars to
explore this topic further in the future.

Data availability
The data supporting the findings of this study are available from
CSMAR and Wind databases. However, access to these data is
subject to restrictions and requires a license. Interested parties can
obtain the data with the permission of CSMAR and Wind.
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