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ABSTRACT
This study aims to provide some comprehensive insights into the relationship between Corporate Social
Responsibility (CSR) and earnings management by highlighting the moderating role of family ownership.
Using a literature review approach, 12 empirical studies published between 2017 and 2024 were analyzed
to identify patterns and differences in the findings. The results indicate that most studies found a negative
relationship between CSR and earnings management. However, several other studies found a positive
relationship, where CSR is used as a legitimacy tool to mask earnings management practices. Family
ownership has been shown to play a significant role in moderating this relationship.
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INTRODUCTION
Corporate Social Responsibility (CSR) is a company's responsibility to conduct its

business ethically while protecting the environment and benefiting society (Licandro et al.,
2023). CSR is increasingly a primary focus for companies as part of their responsibility to
society and the environment (Gerged et al., 2025). The increased attention to CSR stems
from growing global concerns about social and environmental issues that have accompanied
rapid economic development in recent decades. This pressure has pushed companies
beyond profit-oriented focus to contribute to improving social welfare (Zervoudi et al.,
2025).

The implementation of CSR by companies can build a positive public image and
increase stakeholder trust. This positive reputation ultimately fosters consumer loyalty and
supports long-term business sustainability, while also strengthening the company's
competitiveness in an increasingly competitive and sustainability-oriented market (Eriqat et
al., 2024; Rachmawati, 2024). This aligns with legitimacy theory, which states that
companies must maintain alignment between societal values ​ ​ and norms and their
business activities to achieve a good reputation. To achieve and maintain this legitimacy,
companies must ensure that their activities and values ​ ​ align with societal norms,
expectations, and interests. In this context, CSR disclosure serve as a concrete manifestation
of a company's efforts to fulfill this social contract (Chairunnisa et al., 2025).

However, CSR disclosures are often exploited by managers to engage in earnings
management practices. The disclosure of social and environmental activities can be used to
mask opportunistic actions in earnings reporting (Putriana et al., 2018). Earnings
management refers to the practice used by companies to manipulate financial data to
achieve specific objectives (Jiang, 2020). Such practice can be carried out through accrual
adjustments or the manipulation of the company's real activities (Habib et al., 2022). Factors
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such as financial distress, company size, ownership structure, and weak governance can
encourage managers to engage in earnings management (Gokhale & Pillai, 2024; Wijaya et
al., 2025). Managers' motivations for earnings management include maintaining the
company's image and fulfilling various economic interests, such as gaining investor trust,
increasing performance-based rewards, meeting debt covenants, and reducing tax burdens
(Jiang, 2020).

According to Dang (2023), when companies engage in earnings manipulation, they
typically lower the quality of their financial reports. As a result, this complicates matters for
investors, who struggle to accurately evaluate the company's real financial health. Earnings
management is generally regarded in a negative light, primarily because it involves
deceiving investors to help the company meet its targeted profit figures (Poncowati &
Supatmi, 2021). Research conducted by Mufarohah et al. (2023), Pasko et al. (2021), and
Saraireh et al. (2022) states indicates a positive correlation between CSR and earnings
management. This suggests that as CSR efforts increase, managers are more inclined to
manipulate earnings in order to cultivate a favorable reputation among the public.
Meanwhile, studies by Goncalves et al. (2021), Nagy et al. (2022), and Aqabna et al. (2023)
show a negative correlation between CSR and earnings management. This means that
higher CSR engagement is associated with lower earnings management practices. However,
studies conducted by Grecco et al. (2017) and Kinasih et al. (2018) revealed no relationship
between CSR and earnings management.

The relationship between CSR and earnings management is influenced by a company's
ownership structure, as ownership patterns can determine the extent to which
management uses CSR as a tool to regulate earnings reporting (Poncowati & Supatmi, 2021).
Ma (2023) states that companies with family ownership tend to disclose more CSR
information as a strategy to strengthen their reputation and gain social legitimacy among
stakeholders. This legitimacy serve as a subtle way to conceal earnings management
practices, a finding supported by research conducted by Liu et al. (2017) and Stock et al.
(2023). This phenomenon aligns with agency theory, as the separation of ownership and
management allows managers to act opportunistically (Meyer & Dutzi, 2024). Thus, the
family ownership structure plays a significant role in moderating the relationship between
CSR disclosure and earnings management. This relationship was examined by Kumala &
Siregar (2021), who stated that family ownership has a positive effect on earnings
management and strengthens the negative relationship between CSR and earnings
management. Meanwhile, Rahman & Zheng (2023) revealed that family ownership has a
negative effect on earnings management and weakens the positive relationship between
CSR and earnings management.

Based on previous research that shows divergent results regarding the relationship
between CSR and earnings management, an empirical gap exists that warrants further
investigation. These inconsistencies have prompted researchers to conduct a
comprehensive literature review to assess the extent to which CSR disclosure influences
earnings management with family ownership considered as a moderating variable. This
article aims to summarize various research findings related to the influence of CSR
disclosure on earnings management, by considering the role of family ownership as a
moderating variable.
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LITERATURE REVIEW
Corporate Social Responsibility (CSR)

Corporate Social Responsibility (CSR) is a concept that emphasizes the importance of
companies' role beyond being profit-seeking entities to also participate in society by making
a real contribution to social welfare and environmental sustainability (C. Wulandari, 2025).
In its implementation, CSR is inseparable from the Triple Bottom Line concept, which
emphasizes that company performance must be viewed simultaneously from the 3Ps (profit,
people, planet). This means that companies should not only aim to maximize profits but also
consider the welfare of the surrounding community (people) and the preservation of the
environment (planet) (Belas & Zvarikova, 2021).

The guideline used to assess the quality of CSR disclosure is the Corporate Social
Responsibility Index (CSRI), which is developed based on the Global Reporting Initiative (GRI).
The GRI Standards are sustainability reporting guidelines that help organizations
transparently disclose the significant impacts of their activities on economic, environmental,
social, and human rights aspects, to enhance accountability and comparability of
information (GRI, 2021). By presenting quality and transparent CSR information in
accordance with the GRI Standards, companies can build greater trust among stakeholders,
thereby improving the their company's reputation and competitiveness in various industrial
sectors (Sarfraz et al., 2023).

Earning Management
Earnings management is an action taken by management to manipulate reported

earnings through various means, such as selecting or changing specific accounting methods,
recognizing non-recurring transactions, and accelerating or delaying the recognition of
revenue and expenses (Murtala et al., 2022). According to Manuel et al. (2022), earnings
management is an effort by managers to fulfill their personal interests by managing financial
reports to make it appear consistent with specific objectives.

Earnings management can be carried out through accrual adjustments or
manipulation of the company's real activities. Real Earnings Management (REM) is a
management effort to alter financial reporting results through real activities, for example,
increasing production to lower unit costs, cutting discretionary expenses such as R&D and
advertising, or offering substantial discounts to boost sales so that current-period profits
appear more profitable (Habib et al., 2022). Meanwhile, Accrual Earnings Management
(AEM) is a management action to accelerate the recognition of unearned revenue or delay
the recording of expenses to make current-period profits appear higher (Gu, 2025).

Family Ownership
A family-owned company can be defined as a company dominated by family members

who wield influence in decision-making, either through majority shareholding or direct
involvement in management (Almaharmeh et al., 2024; Poncowati & Supatmi, 2021). Family
businesses are generally passed down from one generation to the next through genetic
relationships (Dettori & Floris, 2023; Songjaya et al., 2021). According to Oktavia & Hananto
(2018), family businesses can be identified by the composition of the board of
commissioners, which typically includes a family member of the owner as a member or
principal commissioner.
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Family ownership is a shareholding structure controlled by one or more family
members who invest capital and also play a role in controlling and managing the company
(Jabar et al., 2024). Family ownership can be measured by the percentage of shares held by
one or more family members. A company is included in the family company category if the
founding family controls more than 20% of the shares and has family members who serve as
the main director or are in the top management ranks (Oktavia & Hananto, 2018).

Legitimacy Theory
Legitimacy theory is rooted in sociological thinking developed by Dowling & Jeffrey

(1975), who argue that every organizational action is considered legitimate if it aligns with
the values ​ ​ and norms prevailing in the social system in which the organization operates.
Organizational legitimacy then emerges when there is a congruence between the social
values ​ ​ embraced by society and the organization's activities and goals. Therefore, it is
crucial for companies to achieve social legitimacy to avoid threatening business
sustainability (Fazrin et al., 2025).

In the context of CSR disclosure, legitimacy theory provides the basis that social
activities and information disclosed by companies serve to demonstrate the organization's
behavior's alignment with societally recognized values (Mahmud, 2019). CSR disclosure is a
company strategy to build a positive image and minimize public suspicion of potential
opportunistic behavior, such as earnings management practices (Dissanayake et al., 2023).

Furthermore, in family-owned companies, legitimacy is crucial because the company's
image and reputation are often tied to the reputation of the controlling family. Therefore,
family owners have a greater incentive to maintain public legitimacy through CSR disclosure
as a form of social responsibility as well as an effort to reduce negative perceptions of
earnings management practices (Stock et al., 2023).

Agency Theory
Agency theory emerged as a response to the separation of ownership and control

within a company. In this theory, the relationship between the company owner (principal)
and the manager (agent) is explained through a cooperation contract. The owner grants the
manager authority to manage the company's resources to achieve organizational goals
(Sutisna et al., 2024). However, the differing interests between the two often lead to conflict,
as managers, as the parties responsible for day-to-day operations, have greater access to
information than the owner, resulting in information asymmetry (Linh, 2024). This situation
creates opportunities for managers to act opportunistically by engaging in earnings
management to maximize personal interests, while the owner lacks sufficient information to
detect such actions (Abad et al., 2016).

From an agency theory perspective, CSR disclosure is viewed as a mechanism that can
reduce information asymmetry between managers and owners by increasing corporate
transparency and accountability (Fan et al., 2023; Huang et al., 2023). Meanwhile, family
ownership has the potential to influence the intensity of agency conflicts, as family
involvement tends to maintain a good corporate image through CSR and earnings
management to ensure the business remains stable for long-term interests (Kumala &
Siregar, 2021; Ma, 2023; Poncowati & Supatmi, 2021).
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METHODS
This research employed a literature review approach. This approach involved collecting,
critically evaluating, and summarizing previous research findings (Heriansyah, 2024). The
literature was compiled from various sources, including Google Scholar, Scopus, and other
scientific platforms. The researchers found 12 articles discussing CSR, earnings management,
and family ownership published between 2017 and 2024.

RESULTS
Table 1. Result

No Title Author Result
1 Earnings Management and

CSR Disclosure. Family vs.
Non-Family Firms

(Gavana et
al., 2017)

Family firms tend to increase CSR
disclosure to maintain reputation while
reducing profits, while non-family firms
show that high CSR reflects good
earnings quality.

2 Does family involvement
explain why corporate
social responsibility affects
earnings management?

(Liu et al.,
2017)

Family-owned companies exhibit greater
CSR disclosure and engage in less
accrual-based earnings management
(AEM) compared to non-family
companies.

3 Does corporate social
responsibility affect
earnings management?
Evidence from family firms

(González
et al., 2019)

CSR positively influences accrual-based
earnings management, while family
ownership has been found to reduce the
strength of this positive relationship
between CSR and earnings management.

4 Corporate Social
Responsibility and
Earnings Management:
The Moderating Role of
Family Ownership

(Hashmi &
Javid, 2019)

CSR has a significantly negative influence
on earnings management (EM). In
addition, the findings indicate that family
ownership serves as a moderating factor
in the relationship between CSR and EM.

5 Corporate Social
Responsibility Disclosure,
Ownership Structure and
Earnings Management:
Empirical Studies in The
Real Estate Companies
Listed in Indonesian Stock
Exchange

(Wiyadi et
al., 2019)

CSR disclosure negatively affects
earnings management, whereas family
ownership positively influences earnings
management.

6 Corporate social
responsibility, family
ownership and earnings
management: the case of
Indonesia

(Kumala &
Siregar,
2021)

CSR negatively influences earnings
management, while family ownership
positively affects earnings management
and amplifies the negative association
between CSR and earnings management.

7 The Effect of Social
Responsibility on Earnings

(Poncowati
& Supatmi,

CSR disclosure has a significant negative
impact on earnings management, and
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Management with Family
Ownership as a Moderator

2021) family ownership reinforces this
relationship.

8 CSR on Corporate Value:
Integration of the
Influence of Earnings
Management and Family
Ownership

(Senjaya et
al., 2021)

CSR shows a positive association with
earnings management, while family
ownership diminishes the strength of
this relationship.

9 Corporate social
responsibility and earnings
quality in family firms

(Brahem et
al., 2022)

CSR positively affects earnings quality,
and this impact is more pronounced in
family firms compared to non-family
firms.

10 Analysis of the Influence
of CSRD on Earnings
Management: Moderation
of Family Ownership
Listed on the Indonesia
Stock Exchange

(Destiana &
Karina,
2022)

CSRD negatively impacts earnings
management, while family ownership
also exerts a negative influence on it.
Moreover, family ownership moderation
reinforces the negative association
between CSRD and earnings
management.

11 Whether family ownership
affects the relationship
between CSR and EM:
evidence from Chinese
listed firms

(Rahman &
Zheng,
2023)

CSR has a significant positive effect on
Accrual Earnings Management (AEM) but
shows no impact on Real Earnings
Management (REM). In addition, family
ownership weakens the positive linkage
between CSR and AEM.

12 The Influence of
Corporate Social
Responsibility, Company
Size And Audit Quality on
Profit Management with
Family Ownership as a
Moderation (Empirical
Study on Non-Financial
Companies Listed on The
Indonesian Stock
Exchange, 2018-2022)

(A. P.
Wulandari
& Meini,
2024)

CSR negatively affects earnings
management, and family ownership
serves as a moderating factor in this
relationship.

DISCUSSION
The Influence of CSR on Earning Management

Based on the collected research results, it is clear that there is a relationship between
CSR and earnings management. However, the direction of this relationship is not entirely
consistent. Some studies have found a positive relationship, while others have shown a
negative one. These differences in results may be due to variations in the indicators and
measurement methods used. Furthermore, country differences also contribute, as each
country has different policies and regulations governing corporate practices and reporting.
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Research conducted by Gavana et al. (2017), González et al. (2019), Senjaya et al.
(2021), Brahem et al. (2022), and Rahman & Zheng (2023) all agree on a positive
relationship between CSR and earnings management. This means that the higher a
company's CSR performance, the greater the likelihood of the company manipulating
earnings through discretionary accruals or real activities. These results indicate that CSR can
be used as a means to strengthen a company's positive image and divert stakeholders'
attention from opportunistic earnings management practices.

Meanwhile, more research indicates a negative association between CSR and earnings
management, such as studies by Liu et al. (2017), Hashmi & Javid (2019), Wiyadi et al. (2019),
Kumala & Siregar (2021), Poncowati & Supatmi (2021), Destiana & Karina (2022), Wulandari
& Meini (2024). This means that the higher the level of corporate social responsibility
disclosure, the lower the tendency for management to manipulate earnings. This indicates
that effective CSR implementation reflects a company's commitment to transparency and
ethical financial reporting. In other words, CSR functions as a control mechanism that can
limit opportunistic management behavior in managing earnings.

Furthermore, consistent CSR implementation also helps build trust among investors,
creditors, and other stakeholders, thus reducing the company's incentive to engage in
earnings management practices. These findings support the view that CSR not only impacts
external reputation but also plays a crucial role in strengthening corporate governance and
the quality of financial information.

The Role of Family Ownership in the Influence of CSR and Earnings Management
Based on literature findings, all findings reveal that family ownership plays a

significant role in moderating the relationship between corporate social responsibility (CSR)
and earnings management. Family firms tend to exhibit a different pattern compared to
non-family firms in terms of the relationship between CSR and earnings management
practices.

Family involvement in company ownership and management can amplify the negative
influence of CSR on earnings manipulation practices. This occurs because family firms tend
to value reputation and socio-emotional wealth, making them more cautious about
engaging in practices that could damage their image, including earnings management (Liu et
al., 2017; Hashmi & Javid, 2019; Kumala & Siregar, 2021; Poncowati & Supatmi, 2021).
Therefore, the stronger the family’s influence in the ownership structure, the greater the
company's commitment to more transparent and ethical financial reporting, in line with its
socially responsible activities (Gavana et al., 2017; Wiyadi et al., 2019).

However, other research indicates that excessive family ownership can have the
opposite effect. In some cases, families with significant control can actually use CSR as a
means of legitimacy to mask earnings manipulation practices (Rahman & Zheng, 2023). This
situation suggests that the effectiveness of CSR in curbing earnings management practices is
heavily influenced by how the family carries out its role in corporate governance. If the
family places personal interests above the company's, CSR has the potential to be used
merely as a symbol of compliance, rather than as a true manifestation of responsibility to
stakeholders (Brahem et al., 2022; Senjaya et al., 2021).

Overall, the moderating role of family ownership not only influences the direction of
the relationship between CSR and earnings management but also determines the strength
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of that relationship. Family firms with a long-term orientation and a concern for reputation
tend to utilize CSR to enhance the credibility and quality of financial reporting. Conversely,
when family influence is too dominant without adequate oversight mechanisms, CSR may
be used as an image-building tool to divert attention from non-transparent accounting
practices (Destiana & Karina, 2022; Wulandari & Meini, 2024).

CONCLUSION
In general, CSR has the potential to improve transparency and the quality of financial

reporting, but its effectiveness depends on the family's values ​ ​ and interests applied in
corporate governance. When the family is oriented toward long-term reputation, CSR acts
as an ethical mechanism that suppresses earnings manipulation practices. Conversely, if
family control is too strong and lacks effective oversight, CSR may shift into a false image
tool. These findings emphasize the importance of balancing ethical commitments and
governance mechanisms to maintain the integrity of financial reporting. Future research is
recommended to explore other variables, such as audit quality, board independence, or
institutional ownership, to provide a more comprehensive understanding of how corporate
governance and oversight mechanisms influence the relationship between CSR and earnings
management practices.
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