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THE EFFECT OF CORPORATE SOCIAL RESPONSIBILITY ON 

EARNINGS MANAGEMENT 

(Study of Consumer Goods Industry Sector Listed on the Indonesia Stock 

Exchange 2016-2019) 

 

Abstrak 

Penelitian ini bertujuan untuk mengetahui pengaruh pengungkapan corporate 

social responsibility terhadap praktik manajemen laba di perusahaan. Variabel 

independen yang digunakan dalam penelitian ini adalah corporate social 

responsibility yang dihitung menggunakan CSR Indeks (CSRI) berdasarkan 

pedoman ISO26000. Variabel dependen yang digunakan dalam penelitian ini 

adalah manajemen laba yang dihitung menggunakan proxy dari akrual diskresioner. 

Tingkat hutang, return on assets, dan pertumbuhan perusahaan juga digunakan 

sebagai variabel kontrol. Populasi dalam penelitian ini terdiri dari perusahaan dalam 

sector industry barang konsumsi yang tercatat di Bursa Efek Indonesia (BEI) dalam 

tahun 2016-2019. Purposive sampling digunakan untuk mengumpulkan sampel dan 

kemudian sampel dianalisis menggunakan teknik regresi linear berganda. Hasil 

dalam penelitian menunjukkan bahwa pengungkapan corporate social 

responsibility tidak memiliki pengaruh signifikan terhadap manajemen laba. 

 

Kata kunci: corporate social responsibility, manajemen laba, tingkat hutang, 

return on assets, pertumbuhan perusahaan 

 

Abstract 

This research aims to determine the effect of corporate social responsibility on 

earnings management practices in the company. The independent variable used in 

this research is a corporate social responsibility which is measured using the CSR 

Index (CSRI) based on the ISO26000 guidelines. The dependent variable used in 

this research is earnings management which is measured using a proxy of 

discretionary accruals. The level of debt, return on assets, and company growth also 

used as control variables. The population in this research consisted of companies in 

the consumer goods industry sector which were listed on the Indonesia Stock 

Exchange (IDX) in 2016-2019. Purposive sampling is used to collect samples and 

then the samples are analyzed using multiple linear regression techniques. The 

results in this research indicate that the disclosure of corporate social responsibility 

has no significant effect on earnings management. 

 

Keywords: corporate social responsibility, earnings management, debt level, return 

on assets, company growth  
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In this modern era, many companies want to continue to develop their 

companies. The development of a good company generally can be seen from good 

financial performance following the expected goals. To achieve excellent financial 

performance, every company has a big responsibility that will affect the 

development of the company. This responsibility is given to stakeholders involved 

in the running of a business to expand corporate accountability beyond financial 

accountability (Yip et al., 2011). Employees, shareholders, suppliers, consumers, 

communities and the surrounding environment are stakeholders who come from 

internal and external parties. This responsibility is a social responsibility that can 

measure the extent to which the company is aware of developing while providing 

benefits to the surrounding environment. 

Social responsibility is known as corporate social responsibility (CSR). CSR is 

defined as a business responsibility to support the expectations of the community 

and also stakeholders in environmental, social and economic aspects (Suyono & 

Farooque, 2018). CSR emerged as a result of conflict between community and 

company because the effects that arise from a company’s existence and operations 

to the environment (Bidhari et al., 2013). The company cannot be assessed only 

through its financial performance, but also its social performance or Corporate 

Social Responsibility (Kamatra & Kartikaningdyah, 2015a). CSR is a condition 

where people or a company can care and respond well to the circumstances around 

them. A response generated will have much impact on the company's image and a 

good response will certainly improve the performance of the company. Corporate 

social responsibility or commonly known as the triple bottom line (Economic, 

Social, and Environmental) is a concept where CSR includes three main dimensions. 

These three dimensions are seeking profit (economic) for the company, empowering 

the community (people or social), and maintain the preservation of nature or earth 

(planet or environment). All of that is because in carrying out its operational 

activities the company will interact directly or indirectly with its environment. 

The disclosure of CSR in annual reports is the company's strategy to continue to 

increase profits. Profit is one of the indicators contained in the company's financial 

statements that investors use to make decisions. Therefore, investors are in desperate 
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need of excellent earnings quality (Arief & Ardiyanto, 2014). Management in the 

company has the right to make policies on the company's financial statements to 

achieve particular objectives, including good earnings quality. One of these policies 

is earnings management.  

Earnings management is interpreted when managers use valuations in financial 

reporting and in compiling transactions to change financial statements either to 

mislead some stakeholders about the underlying economic performance of the 

company or to influence contract outcomes depending on the accounting figures 

reported (Healy & Wahlen, n.d.). Earnings management can be used to reduce the 

interference and to protect the private control benefits (Amidu & Kuipo, 2015).  

Disclosure of CSR activities in annual reports will make financial information 

in financial statements clearer and more transparent (Putriana et al., 2018). The 

shareholders and parties that need annual reports in making decisions will be more 

confident about the annual reports issued by the company. Socially responsible 

companies that spend their business and resources in choosing and implementing 

corporate social responsibility practices to fulfill the ethical expectations of 

shareholders in the community tend to limit the use of profit management to provide 

investors with more transparent and reliable financial information. 

2. METHOD 

In this research, the authors researched companies in the consumer goods 

industry sector listed on the Indonesia Stock Exchange (IDX) in 2016-2019. Based 

on the research problem, this type of research is classified as descriptive and 

quantitative research. Descriptive research is research conducted to determine the 

value of the independent variable, either one or more independent variables without 

making comparisons or linking with other variables. Meanwhile, quantitative 

research is a type of research where the technique used is a measurement technique 

of something with the purpose to answer the problem carefully against certain 

variables. This research explains the extent to which Corporate Social Responsibility 

affects Earnings Management. 

The data collection method is done by the method of documentation regarding 

matters relating to the research variable. The documentation method is done by 
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obtaining data using documentation based on company financial report and company 

annual reports published by the IDX. Data in continuous reports are traced using 

research instruments in the form of a social responsibility disclosure. 

The sample chosen uses a purposive sampling method to get samples that are 

following the research variables. Purposive sampling is one of the non-random 

sampling techniques where the researcher determines the sampling by specifying 

special characteristics that are suitable for the objectives of the research so that it is 

expected to answer the research problems. 

3. FINDINGS AND ANALYSIS 

3.1. Descriptive Statistics 

Table 1. Descriptive Statistics Test Results 

Variable N Minimum Maximum Mean Std. 

Deviation 

DA 128 -0.17 0.24 0.0069 0.07041 

CSRI 128 2.70 78.38 43.3412 15.45507 

DEBT 128 0.08 2.90 0.4611 0.37188 

ROA 128 -0.43 0.53 0.0853 0.12966 

GROWTH 128 -0.79 0.86 0.0749 0.16450 

Source: Data processed, 2020 

From the analysis table above we can find out the minimum, maximum, mean 

(average) and standard deviation of each variable. 

3.2. Classical Assumption Test 

3.2.1. Normality Test 

Table 2. Normality Test Results 

Parameter Test 

Statistics 

Monte Carlo 

Sig. (2-tailed) 

Description 

Unstandardized 

Residual 

0.113 0.067 Normally 

distributed 

Source: Data processed, 2020 
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The results of the normality test in Table 2 which have passed the data 

transformation process and also the outlier data, show that the K-S 

Statistical Test results for unstandardized residuals give a value of 0.113 

with a probability of 0.067, far above 0.05. Therefore, it can be concluded 

that it cannot reject the null hypothesis, which means that the research data 

is normally distributed and the assumptions or normality requirements in 

the regression model have been met. 

3.2.2. Heteroscedasticity Test 

Table 3 Heteroscedasticity Test Results 

Parameter Significant Description 

LN_CSRI  0.176 Heteroscedasticity does not occur 

LN_DEBT 0.946 Heteroscedasticity does not occur 

LN_ROA 0.895 Heteroscedasticity does not occur 

LN_GROWTH 0.734 Heteroscedasticity does not occur 

Dependent Variable: Abs_RES 

Source: Data processed, 2020 

Based on the results of the heteroscedasticity test in table 3, it shows that 

the independent variables CSRI and control variables including DEBT, 

ROA, and GROWTH have a significance of 0.176, 0.946, 0.895, and 0.734, 

so there is no heteroscedasticity on the dependent variable DA with a 

correlation result greater than 0.05. 

3.2.3. Autocorrelation Test 

Table 4. Autocorrelation Test Results 

No Durbin-Watson Description 

1 2.125 Autocorrelation does not occur 

Source: Data processed, 2020 

Based on the autocorrelation test results in table 4 obtained from the DW 

test of 2.125. Decision making with the DW test can be done through a DW 

value of 2.125, which means >1.5 and <2.5, it can be seen that in the 

regression model in this study there is no doubt about the autocorrelation 

problem. 
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3.2.4. Multicollinearity Test 

Table 5. Multicollinearity Test Results 

Parameter Collinearity Statistics Description 

Tolerance VIF 

LN_CSRI 0.865 1.156 Multicollinearity 

does not occur 

LN_DEBT 0.933 1.072 Multicollinearity 

does not occur 

LN_ROA 0.834 1.199 Multicollinearity 

does not occur 

LN_GROWTH 0.966 1.035 Multicollinearity 

does not occur 

Dependent Variable: LN_DA 

Source: Data processed, 2020 

Based on the multicollinearity test results in table 5, it shows that for the 

independent variables CSRI and control variables including DEBT, ROA, 

and GROWTH, there is no multicollinearity to the dependent variable DA 

which shows a Tolerance value greater than 0.10 and a VIF value less than 

10.00. It can be concluded that in this model there is no multicollinearity. 

3.3. Multiple Linear Regression Analysis 

Table 6. Multiple Linear Regression Analysis Results 

Parameter Regression 

Coefficient 

Beta t-Statistic Probability 

(constant) 0.331  3.372 0.001 

LN_CSRI -0.003 -0.046 -0.494 0.622 

LN_DEBT 0.090 0.201 2.133 0.035 

LN_ROA 0.029 0.039 0.396 0.693 

LN_GROWTH 0.107 0.128 1.413 0.160 

F-statistic = 2.892 

Significant F = 0.025 
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R-Squared = 0.086 

Adjusted R-square = 0.056 

Source: Data processed, 2020 

Based on the results of table 6, a regression equation can be drawn up as 

follows: DA = 0.331 - 0.003 CSRI + 0.090 DEBT + 0.029 ROA + 0.107 

GROWTH + e 

3.4. Accuracy Test of Estimator Model (Goodness of Fit) 

3.4.1. Determination Coefficient Test (R2) 

The results from table 6 shows that the adjusted R2 value is 0.056 or 5.6%. 

This shows that the variable Earnings Management (DA) is influenced by 

the CSRI, DEBT, ROA, and GROWTH variables by 5.6%, while the 

remaining 94.4% is influenced by other variables outside of this study. 

3.4.2. Simultaneous Significance Test (F Test) 

Based on the test results in table 6, the simultaneous significance is 0.025, 

which means it is less than 0.05. Meanwhile, the results of the calculated F 

of 2.892 are greater than the F table of 2.44 which can be concluded that 

corporate social responsibility, level of debt, return on assets, and company 

growth simultaneously and significantly influence the disclosure of a 

company's earnings management. 

3.4.3. Hypothesis Testing (t-test) 

The results show that the t-table is 1.97944. Based on the t-test results in 

table 6, the independent variable Corporate Social Responsibility (CSRI) 

regression results calculated t -0.494 which is smaller than the t-table value 

of 1.97944 or calculated t < t-table and Ho is accepted. Even though it has a 

sign as hypothesized, it is not statistically significant. So that hypothesis 1 

which states corporate social responsibility has a negative and significant 

effect on earnings management is rejected. 

For the t-test, the control variable level of debt (DEBT), return on assets 

(ROA), and company growth (GROWTH) have different interpretations. 

First, the control variable DEBT has a calculated t of 2.133 which is greater 
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than the t-table of 1.97944 or calculated t > t-table and Ho is rejected. So it 

can be concluded that the level of debt of a company has a positive and 

significant effect on earnings management (DA). So that hypothesis 2 which 

states that the level of debt has a positive and significant effect on earnings 

management is accepted. 

Furthermore, the control variable ROA has a calculated t of 0.396 which is 

smaller than the t-table of 1.97944 or calculated t < t-table and Ho is 

accepted, it can be concluded that the value of return on assets has no 

significant effect on earnings management (DA). So hypothesis 3 which 

states that return on assets has a positive and significant effect on earnings 

management is rejected. 

The last control variable, GROWTH has a calculated t of 1.413 which is less 

than the t-table of 1.97944 or calculated t < t-table and Ho is accepted, it can 

be concluded that company growth has no significant effect on earnings 

management (DA). So hypothesis 4 which states that company growth has 

a positive and significant effect on earnings management is rejected. 

4. CLOSING 

4.1. Conclusion  

Based on the results of research testing on the effect of corporate social 

responsibility on earnings management, the following conclusions can be 

drawn: 

1. Corporate social responsibility has no significant effect on earnings 

management of consumer goods industry companies listed on the 

Indonesia Stock Exchange 2016-2019. Thus, hypothesis 1 which states 

that corporate social responsibility has a negative and significant effect 

on earnings management is rejected. 

2. The control variable level of debt has a positive and significant effect on 

earnings management of the consumer goods industry sector companies 

listed on the Indonesia Stock Exchange 2016-2019. Thus, hypothesis 2 

which states that the level of debt has a positive and significant effect on 

earnings management is accepted. 
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3. The control variable return on assets has no significant effect on earnings 

management of the consumer goods industry sector companies listed on 

the Indonesia Stock Exchange 2016-2019. Thus, hypothesis 3 which 

states that return on assets has a positive and significant effect on 

earnings management is rejected. 

The control variable company growth has no significant effect on earnings 

management of consumer goods industry companies listed on the Indonesia 

Stock Exchange 2016-2019. Thus, hypothesis 4 which states that corporate 

social responsibility has a positive and significant effect on earnings 

management is rejected. 

4.2. Research Limitations 

This research only examines companies listed in the consumer good industry 

sector in 2016-2019, so the number of companies used in this research is 

limited and cannot represent all existing companies. This research also only 

uses three control variables to balance the independent variables, so it is 

necessary to add other variables that affect earnings management to maximize 

the value of the adjusted R-square. 

4.3. Suggestions  

Based on the limitations of the research mentioned above, it is hoped that in 

future researches to increase the number of samples that are more extensive, 

not only limited by one sector, so that the research can be generalized. Future 

research can also replace or add control variables to better balance the 

independent variables of corporate social responsibility, such as profitability 

(ROE, ROI, or ROS), company size, or sales growth. 
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