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Abstract
 

This paper aims to examine the relationship between earnings 

management practices and corporate social responsibility and the reflection of 

that relationship on the corporate financial performance.Also,it aims to 

examine the effect of the effectiveness of the governance system on those 

relationships. Therefore,this paper analyze whether social responsibility can be 

regarded as a control mechanism against earnings management practices, or it 

is a tool to fortify the managers that are practiceearnings management. On the 

one hand, social responsibility oriented companies that want to keep it 

transparent should to practice low earnings management, thus it can be 

expected a negative relationship. But on the other hand, if those companies 

trying to meet the demands of multiple parties, it may hurt its financial 

performance, leading the company into earnings management to cover this 

weakness and therefore a positive relationship can be expected.In addition, it 

can be expected that there is no correlation between social responsibility and 

earnings management when the practice of earnings management is motivated 

by institutional factors are not related to social responsibility. 

The study used two regression models, Poisson and linear regression, to 

examine these relationships, using data from the Saudi non-financial 

companies. The results indicated a negative correlation between social 

responsibility and earnings management practices, and the governance system 

does not affect this relationship.The results showed, also, that earnings 

management practices affect the expected positive relationship between social 

and financial performance, and the efficiency of the governance system affect 

those relationships.  
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