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5. Conclusions and discussions

Using a sample of S&P 500 companies during the 2003–2010 period,
we investigate how family involvement in a firm's ownership, manage-
ment, or governance affects its CSR activities, as well as how family
ownership and CSR affect earnings management together. Our findings

indicate that firmswith family involvement have fewer social initiatives
and fewer social concerns. We also use an overall CSR performance
measure to capture the net effect of social initiatives and social con-
cerns. The results suggest that firms with family involvement are
more socially responsible than firms without family involvement. This
observation is consistent with Dyer and Whetten's (2006) finding that
family firms have fewer CSR concerns. Thus, for family firms, the
fewer social initiatives aremore than offset by the fewer social concerns.
In terms of earnings management, consistent with Wang (2006), our
empirical evidence shows that firms with family involvement are less
likely to engage in AEM. However, there is no significant difference in
REM between family and non-family firms. SOX focuses on the scrutiny
of AEM, but REM is harder to detect (Cohen et al., 2008), which suggests
that a family's SEW is less affected by REM than AEM. Consistent with
these ideas, unlike the reduced AEM activity we observe, family firms
engage in a similar level of REM as non-family firms, without undue
concern for reputational damage. Furthermore, once we control for
family involvement, we find that overall CSR performance has no signif-
icant associationwith either AEMor REM, contrary to the negative asso-
ciation found by Chih et al. (2008) and the positive association reported
by Kim et al. (2012). Therefore, we conclude that family involvement is
a crucial channel driving the link between CSR and earnings manage-
ment. Our results hold after multiple robustness tests, which adopt al-
ternative measures for earnings management and CSR performance,
using CSR initiatives and concerns separately.
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