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The study aims to investigate the effect of CSR themes quality on earnings 
management. The paper also examines the moderating effect of good corporate 
governance on the relationship between CSR themes quality and earnings management. 
The study uses a quantitative approach and panel data regression using 170 firm-year 
observations of consumer goods industries listed in IDX for 2015-2019. This study 
uses the measurement of the CSRD using a combined corporate social responsibility 
matrix from three countries and examining each theme (environment, energy, human 
resources, community development, other CSR activities) in CSR to know which pieces 
are involved can reduce EM practice. The result suggests product & innovation and 
community development have a negative and significant influence on earnings 
management. This research also shows that the positive effect of community 
development and others CSR activities on earnings management is strengthened with 
good corporate governance. This proves that companies with higher earnings 
management levels use CSR activities to disguise opportunistic managerial behavior. 
Still, companies that make disclosures on product & innovation and community 
development activities can limit their earnings management. Then, the implementation 
of GCG, which is related to transparency, will cause less motivation to practice 
earnings management.  
 

Contribution/Originality: This study contributes to existing literature by investigating the effect of CSR 

themes quality on earnings management. 

 

1. INTRODUCTION 

Financial reports are a meaningful instrument in describing the performance of an industry. One of the 

significant components of the financial statements is a component of profit. Profit is used to measure the 

performance and increase of an entity. Profit data in financial reports is the primary data in making investment 

decisions. The earnings data is often used as manipulation material for management actions to maximize 

satisfaction. This action was tried for its interests by making specific accounting policies so that profits could be 

adjusted, increased, or decreased according to their wishes, and the attitude of the management was known as 

Earnings Management (Abduh & Rusliati, 2018). Over the last few decades, the business world has been influenced 

by a growing understanding of industrial social responsibility. In practice, industries that practice CSR activities are 

bound to share transparent and reliable financial data (Kim, Park, & Wier, 2012) and display a commitment to 
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ethical and accountable attitudes (Jones, 1995). However, there is a reason that CSR can be used as a mechanism to 

achieve managers' self-interest goals by distorting income data (Almahrog, Aribi, & Arun, 2018).  

Because earnings management (EM) is perceived in the literature as an ethical issue, some research has 

attempted to explore whether EM and CSR are interrelated. However, some research has suggested that EM and 

CSR are negatively related. Christensen (2016); Almahrog et al. (2018); Kim, Seol, and Kang (2018); Sial, Chunmei, 

and Khuong (2019) broadly show that an industry with a strong commitment towards CSR tends not to participate 

in EM. On the other hand, Jouber (2019); Mohmed, Flynn, and Grey (2019); Muttakin, Khan, and Azim (2015) and 

Scholtens and Kang (2013) create a positive bond between EM and CSR as well as suggests that larger-level 

industries use EM for CSR activities to hide managerial opportunism. 

So far, researchers have found few research that uses good corporate governance to strengthen corporate social 

responsibility ties to earnings management applications in the industry. Some studies have studied the direct 

relationship between GCG and earnings management and have shown positive results, namely (Abduh & Rusliati, 

2018; Larastomo, Perdana, Triatmoko, & Sudaryono, 2016) who reported on the industry. Those who have 

practiced good corporate governance can create an excellent industrial, financial performance not to affect earnings 

management applications. On the other hand, the research tried by Mersni and Othman (2016); Mahdalena, Putra, 

and Arnawati Putri (2019) have negative results which report that many earnings management practices require 

the industry to practice good corporate governance to minimize, let alone prevent it from overcoming agency 

problems (agency theory) and is believed to be able to reduce earnings management practices. 

Researchers use the good corporate governance variable as a moderating variable because problems that arise 

between agents (managers) and principals (owners) will increase moral hazard, such as managers not carrying out 

responsibilities as stated in their work contracts. Hence, GCG implementation plays a strategic role in helping 

business credibility. Company processes that will encourage disclosure of corporate social responsibility relate to 

one of the principles of GCG, namely transparency, and can suppress earnings management practices in the 

company. Based on this basis in this study, we want to use good corporate governance as a moderating variable. 

This study also uses control variables, such as return on assets, board meetings, and board of directors, because 

several previous studies have shown significant results on earnings management (Rusdiyanto & Narsa, 2020; 

Sastrawati & Hatane, 2016). Several other factors may affect the dependent variable. If these factors are not well 

controlled, they can affect the existing dependent variable, thereby reducing the study's accuracy so that the 

researcher uses these variables as control variables. 

Given that empirical findings remain inconclusive, further research is needed to understand how CSR and GCG 

initiatives can affect the quality of corporate reporting by reducing EM practices (Almahrog et al., 2018; Mersni & 

Othman, 2016). Therefore, in connection with the description above, this study seeks to fill this gap by examining 

the effect of CSRD on earnings management and examining each theme (environment, energy, human resources, 

community development, other CSR activities) in CSR to know which themes are involved can reduce EM practice. 

In addition, this paper wants to know that the GCG variable can moderate the CSRD and EM variables. 

 

2. LITERATURE REVIEW  

2.1. Agency Theory 

According to Jensen and Meckling (1976), the problem is that there are often differences in interests between 

the two parties (between investors and company management). These differences result in decisions made by 

company management that do not accommodate the interests of the shareholders. Earnings management is a 

method used by managers to systematically and deliberately influence earnings figures by selecting specific 

accounting policies and accounting procedures to benefit various parties. Given that EM is more likely to be 

intertwined with big data asymmetry, signaling theory assumes that CSR data is used as a facility to reduce data 
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symmetry (agency problems) between industries and their investors. Therefore, it comes from the idea that CSR 

data is a valuable tool for lowering data asymmetry (Beekes, Brown, & Zhang, 2012).  

 

2.2. Stakeholder Theory 

Stakeholder theory says that the industry is not an entity that only operates for its interests but is obliged to 

share benefits for its stakeholders. Thus, the existence of an enterprise is strongly influenced by the support 

provided by stakeholders to the industry (Ulum, Ghozali, & Chariri, 2008). The current theory of industrial 

stakeholders is responsible for the profit of the sector alone and all stakeholders who have the consequences of the 

strategies and policies adopted by the industry. Stakeholder theory describes the bonds between stakeholders and 

the data they can (Grimaldi, Caragnano, Zito, & Mariani, 2020). Managers can be employed not only as principals 

but also as agents of other stakeholders. Managers can take earnings management actions to obtain personal 

benefits derived from different stakeholders. However, stakeholders want to respond to management actions related 

to their interests. 

 

2.3. Corporate Social Responsibility Disclosure & Earnings Management 

The disclosure of corporate social responsibility tends to affect earnings management negatively. The negative 

effect is convincing that industries that disclose CSR do not often implement earnings management applications 

(Gras-Gil, Palacios Manzano, & Hernández Fernández, 2016). In line with this, research was conducted by 

Scholtens and Kang (2013). Typically, the purpose of the industry expresses the social responsibility and the 

industrial area to form a good image or reputation of the industry. To make this matter happen, managers are more 

vigilant and stay away from fraud and manipulations such as earnings management. Therefore, the level of CSR 

disclosure continues to be good until the earnings management application continues to shrink. Based on this basis, 

the following hypothesis can be formulated: 

H1: Corporate social responsibility disclosure has a negative effect on earnings management. 

According to Li and Zaiats (2017) regarding the management of the living environment, a living environment 

is a spatial unit using all objects, resources, conditions & living things, including human beings and their behavior, 

which affect the continuity of life and the welfare of humans and other living creatures; The management of the 

living environment is an integrated effort to preserve the functions of the living environment which includes 

policies on the arrangement, utilization, development, maintenance, restoration, supervision and control of the live 

environment. The disclosure of social responsibility activities related to environmental aspects in the annual report 

will create more transparent financial information for parties who use financial statements. Transparency in terms 

of the environment concerning the living environment directly adjacent to the community will make management 

limit its profit management practices. Based on this basis, the following hypothesis can be formulated: 

H2: Corporate social responsibility disclosure as proxied by the environment has a negative effect on earnings management. 

According to António and Dos Santos (2019), energy has a scientific definition of working or moving. This 

energy allows any activity to take place. In everyday life, the most familiar power we know is electricity and fuel. 

The disclosure of social responsibility activities related to the aspects of energy requires the company to be 

transparent in all aspects of the business, including decisions on disclosing the power the company uses. Thus, 

disclosing CSR in terms of calculated energy will make management limit its profit management practices. Based 

on this basis, the following hypothesis can be formulated: 

H3: Corporate social responsibility disclosure as proxied by energy has a negative effect on earnings management. 

Human resources (HR) are productive individuals who work as a driving force for an organization, both in 

institutions and companies that function as assets so that their abilities must be trained and developed (Utamy, 

Ahmad, & Eddy, 2020). The existence of disclosure of social responsibility activities related to aspects of human 

resources expresses the company's concern for their human resources. This requires the company to be transparent 



International Journal of Sustainable Development & World Policy, 2021, 10(1): 25-37 

 

 
28 

© 2021 Conscientia Beam. All Rights Reserved. 

so that management limits the use of its profit management practices. Based on this basis, the following hypothesis 

can be formulated: 

H4: Corporate social responsibility disclosure as proxied by human resources has a negative effect on earnings management. 

According to Atmaja (2020) be able to achieve a competitive advantage can be done based on three inconsistent 

parts, namely: cost leadership, differentiation in terms of production of products or services that are believed to be 

units in the industry, and adding quality or products, and emphasis on obtaining the output of products and services 

that meet the needs of a mini group of consumers using the lowest or highest prices on the market. The existence of 

disclosure of social responsibility activities related to aspects of Product, Services, Safety, & Innovation will create a 

company financial report prepared to reduce manipulation by management. Based on this basis, the following 

hypothesis can be formulated: 

H5: Corporate social responsibility disclosure as proxied by Product, Services, Safety, & Innovation has a negative effect on 

earnings management. 

The high performance of the CSR & community development (CD) program will be seen how the commitment, 

policies, and actions of the corporation towards their stakeholders or mainly in the closest community (Acharya & 

Patnaik, 2018). In turn, the performance of the CSR & CD program can determine how much social legitimacy the 

stakeholders are, especially the surrounding community, for their commitment, presence, and general corporate 

actions. One of the social support or rejection of the existence of corporations is very dependent on how corporate 

responsibilities & actions towards them can be objectively reflected in CSR & CD activities. Thus, companies that 

make disclosures in Community Development can limit the use of their profit management practices. Based on this 

basis, the following hypothesis can be formulated: 

H6: Disclosure of corporate social responsibility as proxied by Community Development has a negative effect on earnings 

management. 

By carrying out CSR activities and discussing other aspects that have not been disclosed in the CSR Themes 

aspect properly, the business risk of pressure based on social stakeholders on the corporation will be lower. 

Therefore, this will narrow the gap in profit management practices & can limit the use of its profit management 

practices because the disclosure aspects made by the company are more complete. Based on this basis, the following 

hypothesis can be formulated: 

H7: Disclosure of corporate social responsibility as proxied by Others CSR Activities has a negative effect on earnings 

management. 

 

2.4. Corporate Social Responsibility Disclosure, Good Corporate Governance & Earnings Management 

Companies that are committed to carrying out CSR activities as a manifestation that managers are responsible 

for doing what is right, being truthful, ethical, and managing corporate transactions have a negative effect on 

earnings management practices because companies that are accountable and socially honest consider objectives 

them to be more transparent, this causes less motivation to enjoy earnings management practices, and this is in line 

with research conducted by Christensen (2016); Almahrog et al. (2018); Kim et al. (2018). Thus, the implementation 

of GCG plays a strategic role in helping the credibility of the company's business processes that will encourage 

disclosure of corporate social responsibility because it is related to one of the principles of GCG, namely 

transparency, and can suppress earnings management practices in companies, this is in line with the research 

conducted by Mersni and Othman (2016); Mahdalena et al. (2019). Based on this basis, the following hypothesis can 

be formulated: 

H8: Good corporate governance strengthens the relationship between corporate social responsibility disclosure and earnings 

management. 

The implementation of Good Corporate Governance (GCG), which in this case is related to transparency, will 

further strengthen the relationship with the disclosure of corporate social responsibility related to environmental 
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aspects carried out by companies, such as pollution control, use of recycled materials, waste treatment, and other 

environmental protection (Wang, Cao, & Ye, 2018). Thus, it causes less motivation to practice earnings 

management. Based on this basis, the following hypothesis can be formulated: 

H9: Good corporate governance strengthens the relationship between environment and earnings management. 

The implementation of Good Corporate Governance (GCG), which in this case is related to transparency, will 

further strengthen the relationship with the disclosure of corporate social responsibility related to the Energy 

aspects of the company, such as disclosures related to the company's efforts to reduce energy consumption, save 

energy, energy policy, and make related voices short-term power (Muñoz‐Torres, Fernández‐Izquierdo, 

Rivera‐Lirio, & Escrig‐Olmedo, 2019). Thus, it causes less motivation to practice earnings management. Based on 

this basis, the following hypothesis can be formulated: 

H10: Good corporate governance moderates the relationship between Energy and earnings management. 

The implementation of Good Corporate Governance (GCG), which in this case is related to transparency, will 

further strengthen the relationship with the disclosure of corporate social responsibility related to aspects of 

Human Resources carried out by the company, such as promoting worker safety, fighting discrimination, disclosing 

the qualifications of the workforce recruited, disclosing the number of employees work within the company, and 

disclose information on the relationship between management and labor . Thus, it causes less motivation to practice 

earnings management. Based on this basis, the following hypothesis can be formulated: 

H11: Good corporate governance moderates the relationship between Human Resources and earnings management. 

The implementation of Good Corporate Governance (GCG), which in this case is related to transparency, will 

further strengthen the relationship with the disclosure of corporate social responsibility related to aspects of 

Product, Services, Safety, & Innovation carried out by the company, such as disclosure of product development 

information, disclosure that products meet safety standards, and disclosure that there is an increase in cleanliness in 

product processing (García‐Sánchez, Hussain, Khan, & Martínez‐Ferrero, 2020). Thus, it causes less motivation to 

practice earnings management. Based on this basis, the following hypothesis can be formulated: 

H12: Good corporate governance moderates the relationship between Product, Services, Safety, & Innovation with earnings 

management. 

The implementation of Good Corporate Governance (GCG), which in this case is related to transparency, will 

further strengthen the relationship with the disclosure of corporate social responsibility related to aspects of 

Community Development carried out by companies, such as disclosures related to company activities to help the 

community, activities to help victims of natural disasters, and activities village building programs, and other 

community-related activities. Thus, it causes less motivation to practice earnings management (Hendra, 

Koesharjono, & Priantono, 2018). Based on this basis, the following hypothesis can be formulated: 

H13: Good corporate governance moderates the relationship between Community Development and earnings management. 

The implementation of Good Corporate Governance (GCG), which in this case is related to transparency, will 

further strengthen the relationship with the disclosure of corporate social responsibility related to aspects of Other 

CSR Activities carried out by the company, such as disclosing general corporate objectives related to CSR, 

obtaining CSR awards, the existence of codes ethics, and reveal the presence of applied business ethics (Montani, 

Perrini, Gervasio, & Pulcini, 2020). Thus, it causes less motivation to practice earnings management. Based on this 

basis, the following hypothesis can be formulated: 

H14: Good corporate governance moderates the relationship between Others CSR Activities and earnings management. 

 

3. METHOD 

3.1. Sampling Method 

The object of this research is consumer goods companies listed on the Indonesia Stock Exchange (IDX) in the 

period 2015-2019. The data type of this research is panel data, namely a combination of time series using the 
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research period from 2015-2019 with a cross-section involving consumer goods companies. This type of research 

uses quantitative methods. The data used in this study are secondary data obtained from the annual financial 

reports of the IDX, company website, and sustainability reports. The research variable on corporate social 

responsibility (CSRD) and good corporate governance emphasize the "disclosure" process on specific subjects in 

voluntary activities related to disclosure of social responsibility and the implementation of governance that the 

company has carried out. Reporting tends to refer to "reports," which are used to "disclose" specific topics, such as 

sustainability and environmental reports, while "disclosure" is to provide information to readers through reports 

(Gunawan, 2013). 

 

3.2. Variables & Measurement 

EM is an action carried out for its interests by making specific accounting policies so that profits can be 

adjusted, increased, or decreased according to their wishes. This study uses earnings management as the dependent 

variable using the conditional revenue model from Stubben (2010) research, namely: 

∆ARit = α + β1 ∆Rit + β2 ∆Rit X SIZEit + β3 ∆Rit X AGEit + β4 ∆Rit X AGE_SQit + β5 ∆Rit X GRR_Pit 

+ β6 ∆Rit X GRR_Nit + β7 ∆Rit X GRMit + β8 ∆Rit X GRM_SQit + eit 

Where Account Receivable (AR) is measured by the end of fiscal year account receivable, revenue (R) is 

calculated by Annual Revenue, the natural log of total assets measures firm size (SIZE) at the end of the fiscal year, 

firm age (AGE) is measured with the natural log of the age of firm (years), proxies for the operational performance 

of the company relative to industry competitors, researchers use industry-median-adjusted growth rate in revenues 

(GRR_P if positive, GRR_N if negative) and the industry-median-adjusted gross margin (GRM) and its square 

(GRM_SQ). 

CSR disclosure is a process of communicating the social and environmental impacts of a company's business 

activities to stakeholders (Suripto, 2019). This study uses corporate social responsibility disclosure as the 

independent variable. Measurement of CSR disclosure uses CSR Themes taken from Andrian and Sudibyo (2019) 

because this study uses the CSR Matrix from 3 countries such as Indonesia, India, and Portugal, which can provide 

more relevant and comprehensive disclosure items in common with a total of 84 items. 

GCG is a system designed to improve company performance in protecting the interests of shareholders and the 

company's compliance with applicable laws and regulations. This study uses Good Corporate Governance as a 

moderating variable. Reference in the measurement of good corporate governance issued by the ASEAN corporate 

governance scorecard and researchers only use one aspect related to disclosure, namely the elements of disclosure 

and transparency because the researcher wanted to see the extent to which company management carried out its 

responsibilities and disclosure and transparency with a total of 32 items of the disclosure. 

Corporate social responsibility disclosure (CSRD) and good corporate governance (GCG) are measured using a 

dummy variable; companies that disclose and implement CSRD & GCG items in the annual financial report or 

sustainability report will be assigned the number 1 and 0 (zero) vice versa. For each item disclosed in the company's 

report, the value is one so that if the company discloses CSR themes, the total will be a total of 84 items and 32 

items for GCG. Measurements are then made using an index by calculating the number of items disclosed divided 

by the total items disclosed (Angelia & Suryaningsih, 2015). 

This study also adds a control variable, namely return on assets (ROA) which is measured by total net income 

divided by average total assets (Weygandt & Kieso, 2015) board of meetings (MET) which is calculated by taking 

into account the number of meetings conducted by the board of directors in one company (Sastrawati & Hatane, 

2016) and the board of directors (BOD) which is measured by taking into account the number of boards of directors 

with economic and business education divided by the total number of members of the board of director (Burghleh & 

Al-Okdeh, 2020). 
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3.3. Research Design 

In this research, the multiple linear regression method is used because there is one dependent variable and 

more than one independent variable. The multiple linear regression equation used in this study is: 

EM = α + β1 CSRD + β2 ENV + β3 ENG + β4 HRS + β5 PSS + β6 CMD + β7 OCS + β8 CSRD*GCG + 

β9ENV*GCG + β10 ENG*GCG + β11 HRS*GCG + β12 PSS*GCG + β13 CMD*GCG+ β14 OCS*GCG + β15 

ROA + β16 MET + β17 BOD+ e 

 

4. RESULT AND DISCUSSION  

4.1. Descriptive Statistics 

The descriptive statistical test in this study includes all research variables, and the results of the descriptive 

statistics are shown in Table 1 below:  

 
Table-1. Descriptive statistics. 

Variable Min Max Mean Std Deviation 

EM -4.1300 21.6700 -0.0002 1.9431 
CSRD 0.0714 0.7262 0.4042 0.1473 
ENV 0.0769 0.9231 0.4375 0.2089 
ENG 0.1667 1.0000 0.4304 0.2932 
HRS 0.0294 0.8529 0.3782 0.1686 
PRD 0.1250 0.8750 0.4330 0.2142 
COM 0.0714 0.6429 0.3134 0.1532 
OTH 0.1111 0.8889 0.5862 0.2008 
GCG 0.2500 0.8750 0.6910 0.1118 
MET 6.0000 81.0000 16.264 10.5300 
BOD 0.1111 1.0000 0.5929 0.2388 

ROA -0.1598 1.1026 0.0963 0.1440 
 

 

When monitoring consumer goods companies in 2015-2019, the lowest minimum value was determined by the 

variable earnings management (EM) -4.1300. According to the classification carried out by Stubben (2010) this 

value is above the range -0.075 and 0.075, which indicates that there are companies in the sample that are shown by 

accrual earnings management. The maximum value is owned by variable earnings management (EM) 21.6700. It is 

above the range of -0.075 and 0.075, which indicates that there are companies in the sample told by accrual earnings 

management. When viewed from comparing the mean and standard deviation in this study, all the variables used 

have a mean value greater than the standard deviation value. This indicates that the distribution of data used in this 

study is homogeneous. 

 

4.2. Correlation Analysis 

This table provides an overview of the correlation between variables used in this study. This analysis is based 

on 170 research samples from consumer goods industry companies for 2015-2019. The results are shown in Table 2 

below: 
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Table-2. The result of correlation analysis 

 EM CSRD ENV ENG HRS PRD COM OTH GCG MET BOD ROA 

EM 1.00 
-0.74** 
(0.00) 

-0.56** 
(0.00) 

-0.43** 
(0.00) 

-0.06 
(0.56) 

-0.14 
(0.19) 

-0.04 
(0.73) 

0.31** 
(0.00) 

-0.07 
(0.52) 

0.38** 
(0.00) 

-0.08 
(0.49) 

-0.06 
(0.54) 

CSRD  1.00 
0.51** 
(0.00) 

0.34** 
(0.00) 

0.14 
(0.20) 

0.18 
(0.93) 

0.07 
(0.55) 

-.011 
0.33 

0.22* 
(0.04) 

-0.15 
(0.18) 

-0.03 
(0.82) 

0.08 
(0.46) 

ENV   1.00 
0.16 

(0.14) 
0.24* 
(0.03) 

0.18 
(0.09) 

0.12 
(0.29) 

-0.06 
(0.60) 

0.28** 
(0.00) 

-0.08 
(0.47) 

-0.04 
(0.70) 

0.22* 
(0.04) 

ENG    1.00 
0.07 

(0.55) 
-0.05 
(0.66) 

0.03 
(0.82) 

-0.21 
(0.06) 

-0.09 
(0.40) 

-0.05 
(0.67) 

0.09 
(0.39) 

0.01 
(0.92) 

HRS     1.00 
0.50** 
(0.00) 

0.52** 
(0.00) 

0.44** 
(0.00) 

0.53** 
(0.00) 

0.15 
(0.17) 

-0.27* 
(0.01) 

0.29** 
(0.00) 

PRD      1.00 
0.39** 
(0.00) 

0.19 
(0.08) 

0.48** 
(0.00) 

0.19 
(0.08) 

0.06 
(0.60) 

0.09 
(0.42) 

COM       1.00 
0.12 

(0.27) 
0.42** 
(0.00) 

0.14 
(0.20) 

-0.11 
(0.32) 

0.05 
(0.62) 

OTH        1.00 
0.33** 
(0.00) 

0.20 
(0.06) 

-0.01 
(0.37) 

0.20 
(0.07) 

GCG         1.00 
0.18 

(0.09) 
-0.33** 
(0.00) 

0.29** 
(0.00) 

MET          1.00 
0.03 

(0.79) 
-0.04 
(0.71) 

BOD           1.00 
-0.05 
(0.62) 

ROA            1.00 
Note: aAll variables are as defined in variables and measurement. 
b*p<0.05 and **p<0.01 correlation is significant at the 0.05 and 0.01 levels respectively, based on two-sided tests. 
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The analysis results show that the correlation coefficient of CSRD, ENV, and ENG (-0.74, -0.56, and -0.43) is 

negative and significant at the 0.01 level. This shows that if assessed as a whole for all CSR themes reflected in the 

CSRD variable, it will tend to be followed by a decline in earnings management practices. Then, if viewed from the 

themes individually, companies that make more disclosures related to environmental and energy will tend to be 

followed by a decrease in earnings management practices. However, the correlation coefficient for OTH (0.31) is 

positive and significant at the 0.01 level. This shows that companies that carry out more other CSR activities and 

other themes will tend to be followed by an increase in earnings management practices because they can cover 

opportunistic managerial attitudes. Other variables have a negative but insignificant correlation. 

The analysis results show that the correlation coefficients of ENV, ENG, and GCG (0.51, 0.34, and 0.22) are 

positive and significant at the 0.01 and 0.05 levels. This shows that if the company focuses on the disclosure of 

environmental energy and is supported by an adequate implementation of GCG, it will tend to be followed by an 

increase in CSRD. Then, the results of the analysis of the correlation coefficient of HRS, GCG, and ROA (0.24, 0.28, 

and 0.22) are positive and significant at the 0.01 and 0.05 levels. This shows that human resources, good corporate 

governance, and adequate return on assets tend to be followed by an increase in environmental disclosures. 

 

4.3. Classical Assumption Test 

Based on the result, which shows normality tests, the Jarque Bera value is 1.899139, and the probability value 

is 0.386908. This shows 0.386908 > 0.05; it can be concluded that the data used in this study are normally 

distributed. Based on the multicollinearity test results, it can be supposed that the independent variables, 

moderating variables, and control variables used occur multicollinearity. The test results indicate that HRS and 

CSRD have a value of 0.92 > 0.8. This is because this study using interaction variables so that there will be a 

correlation between the independent variables that make multicollinearity occur in this study, but this can be 

ignored because one of the consequences of using interaction variables is the emergence of multicollinearity in the 

research model (Gujarati, 2012). Based on the result of the autocorrelation test for all variables used in this study 

with a probability value of 0.9686> 0.05. It can be concluded that there was no autocorrelation in this study. Based 

on the result of the heteroscedasticity test for all variables used in this study with a probability value of 0.5850 

greater than 0.05, it can be concluded that there is no heteroscedasticity in this study. 

 

4.4. Regression Result 

The results of the regression in this study are shown in Table 3. 

Dependent Variable: Earnings Management (EM). Independent variable: Corporate Social Responsibility 

Disclosure (CSRD); Environmental (ENV); Energy (ENG); Human Resources (HRS); Product (PRD); Community 

Development (COM); Other CSR Activities (OTH). Moderating Variable: Good Corporate Governance (GCG)  

Then it can be seen that the probability statistic value F is 0.000 with a significance level below 0.05. From 

this, it can be concluded that this research model is feasible and can predict the information on earnings 

management. It can then be seen that the coefficient of determination (adjusted R-square) is 0.7427. This shows that 

corporate social responsibility quality and good corporate governance can explain the earnings management of 

74.27%, while the remaining 25.73% is explained by other variables not included in this study. The Standard Error 

of Estimation is 0.5123. This means that the smaller the SEE value, the more precise the regression model in this 

study is to predict the disclosure of the dependent variable earnings management. 
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Table-3. Regression result. 

EM = α + β1 CSRD + β2 ENV + β3 ENG + β4 HRS + β5 PSS + β6 CMD + β7 OCS + β8 CSRD*GCG + 

β9ENV*GCG + β10 ENG*GCG + β11 HRS*GCG + β12 PSS*GCG + β13 CMD*GCG+ β14 OCS*GCG 

+ β15 ROA + β16 MET + β17 BOD+ e 

Variable  Pred. Sign Coeff. t-stat Prob Result 

Constant   0.372 1.060 0.146  
Rejected 
Rejected 
Rejected 
Rejected 
Accepted 
Accepted 
Rejected 
Rejected 
Rejected 
Rejected 
Rejected 
Accepted 
Accepted 
Rejected 
 
 

CSRD  (-) 7.154 2.954 0.002 

ENV (-) 2.403 1.375 0.086 

ENG (-) 2.903 0.939 0.175 

HRS (-) -1.028 -0.686 0.247 

PRD (-) -3.113 -1.671 0.049* 

COM (-) -3.990 -2.363 0.010** 

OTH (-) 2.427 1.386 0.085 

ENV*GCG (+) -9.958 -2.955 0.002 

ENG*GCG (+) -3.345 -1.376 0.173 

HRS*GCG (+) -4.040 -0.940 0.087 

PRD*GCG (+) 1.430 0.686 0.248 

COM*GCG (+) 4.330 1.671 0.049* 

OTH*GCG (+) 5.550 2.363 0.010** 

CSRD*GCG (+) -3.376 -1.385 0.085 

MET  0.023 4.541 0.000 

BOD  -0.085 -0.329 0.341 

ROA  -0.564 -1.450 0.075 

Prob (F Statistic)  0.000*  

Adj R Square  0.7427  

Std. Error  0.5123  

N  170  
  Notes: *p < 0.05, **P < 0.01. 

 

5. DISCUSSION 

Based on the results of the statistical t-test (t-test), it can be concluded that the variable corporate social 

responsibility disclosure does not influence earnings management. This is in line with research conducted by Jouber 

(2019); Mohmed et al. (2019); Muttakin et al. (2015) and Scholtens and Kang (2013) because that companies that 

manage their earnings upward engage in more CSR activities, perhaps to distract investors from their mistakes. 

Based on the results of the statistical t-test (t-test), it can be concluded that the variable environment, energy, 

human resources, and other CSR activities do not influence earnings management. This is following the theory put 

forward by Li and Zaiats (2017) that the environment and energy are a spatial unit that affects the function of the 

environment alone, while Morris (2015) argues that human resources are assets that must be trained. Its 

capabilities are developed so that companies that do more disclosure on this dimension only want to get the 

attention of the surrounding community to cover up the company's opportunistic behavior. 

Based on the results of the statistical t-test (t-test), it can be concluded that the variable Product, Services, 

Safety, & Innovation has a positive and significant influence on earnings management. This is in line with the 

explanation from Atmaja (2020) which states that to be able to achieve competitive advantage can be done from 

three different parts, namely: cost leadership, differentiation in terms of production of products or services that are 

considered as units in the industry, and quality enhancement or products, so that disclosure of social responsibility 

activities related to aspects of Product, Services, Safety, & Innovation will make the company's financial statements 

that are prepared to reduce manipulation by management. 

Based on the results of the statistical t-test (t-test), it can be concluded that the variable community 

development has a positive and significant influence on earnings management. In line with Acharya and Patnaik 

(2018) explanation that socially, CSR and CD programs' performance can determine how much social legitimacy of 

stakeholders, especially the surrounding community, for the commitment, presence, and actions of the corporation 

in general. One of the social support or rejection of the existence of corporations is very much dependent on how 
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corporate commitments and actions are towards them, which can be objectively reflected in the CSR and CD 

programs. Thus, companies that make disclosures on aspects of Community Development can limit their profit 

management practices. 

Based on the results of the statistical t-test (t-test), it can be concluded that good corporate governance cannot 

moderate the relationship between corporate social responsibility disclosure, environment, energy, human resource, 

product development, and earnings management. This is in line with the information provided in research by 

Jordaan, De Klerk, and de Villiers (2018) and Gargouri, Shabou, and Francoeur (2010) that CSRD and some of 

these themes are still considered costs that reduce financial performance and implementing GCG will not have an 

impact on management to provide incentives. In managing earnings, and will continue to practice earnings 

management. 

Based on the results of the statistical t-test (t-test), it can be concluded that good corporate governance can 

strengthen the relationship between community development and other CSR activities and earnings management. 

The implementation of GCG, which in this case is related to transparency, will further strengthen the relationship 

with the disclosure of corporate social responsibility related to aspects of Community Development and other CSR 

activities carried out by the company, such as disclosure related to company activities to help the community, 

activities to help victims of natural disasters, and program activities. building villages, and other community-related 

activities. Because taking an approach to the community and not only carrying out "formative" activities can lead to 

less motivation to practice earnings management. 

 

6. CONCLUSION 

By using a panel data model to get empirical evidence of the impact of corporate social responsibility disclosure 

quality with good corporate governance as the moderating variable over the 2015-2019 period. The analysis results 

show that Product, Services, Safety, & Innovation, and community development negatively and significantly affect 

earnings management. Good corporate governance strengthens community development and the other CSR 

activities relationship on earnings management. This proves that companies with higher earnings management 

levels use CSR activities to disguise opportunistic managerial behavior, but companies that make disclosures on 

aspects of community development can limit their earnings management. Then, the implementation of GCG, which 

is related to transparency, will cause less motivation to practice earnings management. 

In terms of practical implications, the results of this study will be helpful for investors in making decisions 

because they can provide insight into the transparency of expected earnings reported by the entity. The limitation 

of this study is the subjectivity in the assessment phase of the content analysis to determine the level of corporate 

social responsibility disclosure and good corporate governance. Future research could examine the relationship 

between CSR and earnings management on different themes such as using the GRI Standard and in a broader time 

frame, using a larger sample using other susceptible industries categories such as mining, transport, and agriculture 

to improve generalizations from the conclusions reached. 
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