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Abstract

The purpose of this study is to explore the relationship between
CSR engagement of Saudi companies and earnings management
through discretionary accruals, using two basic alternatives of
CSR engagement proxies established by social accounting
disclosure aspects namely:1) social disclosure level, 2) social
disclosure pattern and disclosure coverage . To achieve this
purpose Signaling Theory is used for the differentiation between
these two proxies, where two research hypotheses are tested for
exploring their effects on respective relationship results. Nine
control variables are included in the test models. This study
reached the following results: 1) based on Signaling theory, social
disclosure pattern and coverage are more capable than social
disclosure level in expressing CSR engagement, 2) a negative
relationship between Saudi companies earnings management and
CSR engagement expressed in the level of disclosure which
supports the ethical management hypothesis, 3) that this
relationship is positive if the social disclosure pattern and
coverage are used to express CSR engagement, which supports the
opportunistic management hypothesis, and 4) The proxies of CSR
engagement have a profound effect on the outcome of their
relationship to earnings management. The current research
findings contribute to the explanation of reasons for differing
results of earlier studies that tested this relationship, as well as the
importance of not relying on the social disclosure level alone in
judging the degree of CSR engagement, and must be taken other
aspects of social accounting disclosure (social disclosure pattern
and coverage) into account when judging the relationship between
earnings management and CSR engagement.

Key words: CSR disclosure, Earnings management, Signaling
Theory, Social disclosure level, Social disclosure pattern, Social
disclosure coverage .
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Fot 3,1 hYY,Y il o cal dua gaiilly allly sl 7 Lady)
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4dsiwal) 2l Disclosure Coverage slais¥) (aulaall zlady)
b i Al alHa plad) o) i lae 7Y A 0B daY) delaaY)
Ao laiay) Agiuall sla (e Apebe) sl dag Y XG0 L Jawgial
cleladl) clalds) 4ali Ll Lagull Clal (og ) seds L gy
Mol s (¥) by dod> g malad) mlladll claa) ¢ degiiall
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%01, Y %¥Y YV, (Yot A il Ao cal Gua calad) sda
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Descriptive Statistics

N Minimum | Maximum Mean Std. Deviation

ADS Dicretionary 252 | 0015 | 3150 | .048907 | 0438668
Discretionary Accruals 252 -.2231 .3159 -.000454 .0657688
Disclosure level 252 A1 .94 5712 .21904
Disclosure Pattern 252 1 3 1.84 .692
Disclosure coverage 252 1 4 3.29 .869
CEO Duality 252 0 1 .07 .258
Ownership concentration 252 .0501 .9500 .370336 .1995633
Non Executives Ratio 252 .56 1.00 .8875 11390
Leverage 252 .0251 .9438 412065 .2157901
SIZE(Ln) 252 12.2950 19.6961 | 15.072389 1.4858621
ROA 252 -17 .36 .0663 .07810
Market to Book value 252 A2 19.43 2.4827 1.91517
BIG4 252 0 1 37 484
Firm Age(Ln) 252 1.10 4.17 3.1263 .68064

A



(Y) & Jo2

Disclosure Pattern

Frequency Percent | Valid Percent Cumulative Percent
Valid 1 84 333 33.3 333
2 125 49.6 49.6 82.9
3 43 17.1 17.1 100.0
Total 252 100.0 100.0
(*) A% Jox
Disclosure coverage
Frequency Percent | Valid Percent Cumulative Percent
Valid 1 12 4.8 4.8 4.8
2 33 131 131 17.9
3 78 31.0 31.0 48.8
4 129 51.2 51.2 100.0
Total 252 100.0 100.0
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gilad Bale dalyl Al cOShAl e Cpadsall)l slA e @EaIN A3V [Y[0
&ua Autocorrelation A BLEN) AlSia Ay dsiall lasiy)
VLA Y, e cadgall) e,é Durbin-Watson Jalaa dad cialy
29 (9)ag (£)ad) Calgaalls Jad¥) dgeall mdagall sadll o dllyy
dss U9 (gl (Y50 —Y,0) com ol llg Mgalall agaal) B ol o
hal) Bl ACha (o Gaadgaill sld e (3RaTN A3 LS (Y dagdl
CHlalaa ad Cioly Cua (Aliiuall Cfpsial Gu Multicollinearity
il cpaiall 48 Variance Inflation Factor (VIF)  adual)
Aldg f,Y Vv jolafi ol dus dlgalall agasd) B cpadgailly dlalially
Uasmaliy ¢(3)adss (M) a8 clsnadls LAY agaally mlagall gaill Ao
233 (A CSEA o LA G dsalll Aaal) i) ¢pS Al o
) daa

((£) oy Aot (oo gy Lash Gaadgaill dpeadil) Bolly (3laty Lah Y [Y [0

Jalail Adjusted R Square Juall saadll Jalaa dad ciels (9)

pd ghy il Ao AUl JY) Gudgadll & %Y ,Y %Y,V
Eigad) e ol 138 Jia B Asika

(%) & Jo2
Regression Model Summary®
Adjusted R | Std. Error of
Model R R Square Square the Estimate Durbin-Watson
1 5442 .296 .267 .0375494 1.934

a. Predictors: (Constant), Firm Age , Leverage, Ownership concentration, CEO
Duality, Market to Book value, BIG4, Non Executives Ratio, , ROA, SIZE, Disclosure
level

b. Dependent Variable: ABS Discretionary Accruals
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(°) &2 Jo2>

Regression Model Summary®
Adjusted R | Std. Error of
Model R R Square Square the Estimate Durbin-Watson
2 5792 .335 .302 .0366550 1.899

a. Predictors: (Constant), Firm Age , Leverage, Ownership concentration, CEO Duality,
Disclosure Pattern, Market to Book value, BIG4, Non Executives Ratio, Disclosure
coverage, ROA, SIZE, Disclosure level

b. Dependent Variable: ABS Discretionary Accruals

SaadABle o) (V) (1) aly Caldl dulad Agaa (e gl (GA) dali
P ) dua AU zigail) o Jo¥) zisaill (B elp Lol Agina Lglana b
-Caadgadll DS A (value = 0.000

(%) A% Jox

ANOVA®
Sum of
Model Squares df Mean Square F Sig.
1 Regression .143 10 .014 10.156 .000%
Residual .340 241 .001
Total 483 251

a. Predictors: (Constant), Firm Age , Leverage, Ownership concentration, CEO Duality,
Market to Book value, BIG4, Non Executives Ratio, , ROA, SIZE, Disclosure level

b. Dependent Variable: ABS Discretionary Accruals

(V) o Jsaa

ANOVA®
Sum of
Model Squares df Mean Square F Sig.
2 Regression .162 12 .013 10.040 .000%
Residual 321 239 .001
Total 483 251

a. Predictors: (Constant), Firm Age , Leverage, Ownership concentration, CEO Duality,
Disclosure Pattern, Market to Book value, BIG4, Non Executives Ratio, Disclosure
coverage, ROA, SIZE, Disclosure level

b. Dependent Variable: ABS Discretionary Accruals



Ry JY) zisadll il paiall Jlad¥) Jalee Ao AL i¥Y[e

Al Gl (M)ady Jsaae Disclosure level o lia¥) zladd) (Gsiue
ol dgley Adlu 4led cisla LS (P value = 0.004) Lgia sls
L Al Lial) sy caral) dipaa (B (AY) Al dpdadl) Gaad
ghlpiway diall QlGE sly dapy On s ABl s
TS gy (elaiaY) el riwe g baa )ielaay)
Uiy delaall B LENA) TSghar el L) S ) S e g8y
sligll A lghlAd) aadiad ¥ a8 ey A laia¥) \ghlsiwa (e

WU il aAy ¢ LS Ao LaiaY) gl phosa

(M) A% o
Coefficients®
Unstan(_ja_rdized Standgr_dized Collin_ea_rity
Model Coefficients | Coefficients Statistics
Std.
B Error Beta t Sig. |Tolerance| VIF
1 (Constant) .061 .040 1.526 | .128
Disclosure level -.035 .012 -.175 -2.880| .004 791 |1.264
CEO Duality .008 .010 .050 .852 | .395 .857 |1.167
OWN concentration | -.013 | .013 -.060 -1.018| .310 846 ]1.183
Non Executives Ratio] .014 .023 .036 592 | .554 .807 ]1.238
Leverage .033 .013 164 24741 .014 .667 1.500
SIZE -.003 | .002 -.085 -1.216| .225 599  |1.668
ROA 227 .028 .526 8.216 | .000 713 1.403
Market to Book value] .001 .001 .046 746 | .456 754 11.327
BIG4 .003 .006 .029 463 | .643 764 11.310
Firm Age .002 .004 .035 577 | .564 .814 1.229

a. Dependent Variable: ABS Discretionary Accruals
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ua ‘2\:,,;... e ciela Wi il Disclosure coverage =Ly
Goima (plficall Gupmaial il (P value < 0.01) ad ciels
Pvalue <) dad cisla (s B Algad daay olaia¥) g lady)
Caly G slasy) plal) bha Jiual il Ll (0.1
paall dipa A AN dpapdll @by 2 L sag ¢ v,
Chiidl om ABS agay ) edd B ALad) diall B \gleds
By dalidal) olaia¥) rlaly) quilss usad A ADAY Akl
Jaad¥) clales clal dasle Gy AB) o34 slad) waaily (LY
sttall Al Adle cels L) cpy o A5 Al Cypaiall
(I Zisalll B Jlad) ga LS ) o lain¥) £ laldl (i Jaiual
Sl rlaly) o (A Cpleal) cppiall Ll Liagag
baail Jah alaia¥) g S gisalll B Al Gusy cdlged day
Ll clgs slhy oo wall Alged dajy S zlaly)
LY rlall Gina Ao Jugdll ol Yy Ao laial) Wl
O8I (A LaiaY) \ghlgiuar cilidal) sliy dags o quply uadaS
e laay) Lidsiva L) ClEN eldy daye G Ak A8l
oo i Baugiall A AN s3a Bl O i Las g ¥ Bl
pliIl Gus Ao liaY) gilgiue (o rlai¥ly dujleal) B Lilgm)
B \giulas ihy LS Lo ldiaY) Leidsiuay sligh b Lghlal)
Nl

v



(%) &2 Jo2

Coefficients®

Unstandqrdized Standgr_dized Colliqeqrity
Model Coefficients | Coefficients Statistics
Std.
B Error Beta t | Sig. |Tolerance| VIF
2 (Constant) .014 .042 .329 |.743

Disclosure Level -.09 | .022 -.479 -4.4291.000 .238 4.207
Disclosure Pattern .007 .004 117 1.830 |.069 .684 1.462
Disclosure Coverage .015 .005 .295 2.856 |.005 .260 3.842
CEO Duality .004 | .010 .026 446 [.656( .844 1.185
OWN concentration -005| .013 -.023 -400 |.689( .821 1.218
Non Executives Ratio | .015 .023 .039 .658 |.511 793 1.262
Leverage .023 .014 114 1.657 1.099 .586 1.708
SIZE -.001 .002 -.045 -.610 [.543 .505 1.981
ROA .206 .028 476 7.418 (.000 .676 1.480
Market to Book .001 .001 .061 1.001 |.318 746 1.341
BIG4 .002 | .005 .019 318 [.751| .759 1.318
Firm Age .003 .004 .047 .806 |.421 .803 1.246

a. Dependent Variable: : ABS Discretionary Accruals
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