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Fulfilling the social responsibility of companies is a type of response
to the expectations of the society in which they operate. Based on this,
although there are limitations in the resources available to managers,
managers have the duty of thinking about the general interests of
society. The main purpose of this research was to investigate the effect
of accounting conservatism on social responsibility. To advance the
purpose of the present research, 117 listed companies were selected
for the years 2014 to 2020 using the screening method. To measure
the social responsibility variable, the economic, legal, ethical and
socio-environmental dimensions were used based on the principal
component analysis (PCA) method. In addition, correlation and
multivariate regression methods were used to test the research
hypotheses. The results of the research showed that with the
improvement of the level of social responsibility, the level of
accounting conservatism will increase. The results also indicated that
macroeconomic uncertainty can have a significant negative effect on
the relationship between social responsibility performance and
accounting conservatism.
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EXTENDED ABSTRACT

Introduction

The issue of social responsibility has been raised since the early 1990s and increasingly
involves companies with environmental issues. In this research, the extent of a company's
commitment to financial stakeholders was investigated through participation in
conservative reporting methods and the movement of companies towards fulfilling social
responsibility, which shows responsibility and commitment to all shareholders. It also
considered whether financial reporting can be effective in reducing agency costs and
reducing information asymmetry between people inside and outside the organization and
the company's social responsibility methods.

Various theories such as ethical and political theories or the theory of information
integration support the maximization of the interests of all potential stakeholders, but
concerning the disclosure of social responsibility, there are two important theories, namely
stakeholders and shareholders. These theories support the interests of different
stakeholders in business decisions, so that the goal of maximizing shareholders' wealth is
not deviated by performing charitable activities. Anagnostopoulou et al. (2020) claim that
companies committed to conservative reporting will be similarly committed to engaging in
philanthropic activities. Therefore, from the point of view of accountability, they argue that
there is a direct relationship between conservatism in financial reporting methods and
social responsibility. On the other hand, the theory of shareholders does not accept this
point of view and believes that managers having a fiduciary duty should act in line with the
interests of shareholders and maximize their wealth. Therefore, itis expected that more self-
interested managers will tend to social responsibility activities at the expense of owners to
gain a greater reputation instead of accounting conservatism. With this argument, the
question arises whether social responsibility methods can ensure the reputation of the
managers and be a seal of approval for the continuation of the activities of the managers,
even if there are losses to the capital providers. It also investigated whether macroeconomic
uncertainty can affect the relationship between accounting conservatism and social
responsibility commitment. It should be noted that the social responsibility performance
which can guide companies in line with their commitment to accounting conservatism
under favourable and unfavourable macroeconomic conditions has not been investigated
thus far. Therefore, this study attempted to reduce this gap and contribute to the
development of theoretical literature in this field.

Methodology

Considering that this research dealt with the analysis of the relationship between the
data extracted from the financial statements of listed companies, it was of the correlation-
descriptive research method. The present research was conducted within the framework
of deductive-inductive reasoning. The current research used an Ex-post facto research
design, that is, it was based on the analysis of past information. Based on the purpose, it
was considered practical because the results of the research were used to improve the
behaviours, methods, tools, devices, products, structures and patterns used in companies.
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The statistical population of the research included all the companies listed on the Tehran
Stock Exchange for the years 2014 to 2020. A screening method was used to select the
sample in such a way that companies not meeting any of the following criteria were
excluded from the society: during the research period, there was not a change in the
financial period or their financial period did not lead to the end of the solar year; financial
and investment institutions such as banks, insurance companies, investment funds and
the like; companies that were out of the stock market during the research period or their
information was not available. Finally, 117 companies were selected. Moreover, the
variable of macroeconomics uncertainty was extracted from the website of the Central
Bank of the Islamic Republic of Iran.
— Hypothesis 1: There is a significant positive relationship between accounting
conservatism and social responsibility commitment.
— Hypothesis 2: Macroeconomic uncertainty affects the relationship between
accounting conservatism and social responsibility commitment.
To test the research hypotheses, models (1) and (2) were used:

CSRP,; = a +a;CON;; + a,ROA;; + a3SIZE;; + a4LEV;; + asSalesGrowth;,
+ agAccruals;; + a,;Asize;; + agAge;, + agBODSIZE;, (1)
+ a1oDUALITY;; + a11,OUTBOD; ¢ + a1,INST;; + &; ¢

CSRP,; = a + a,;CON;; + a,UE;; + a3(CON; * UE; ) + a,ROA; ; + asSIZE;,
+ agLEV;; + a;SalesGrowthi;, + agAccruals; + agAsize;, )
+ a9Age;s + a11BODSIZE;, + a1,DUALITY;; + a;30UTBOD;
+ a14INST;; + &

To measure the social responsibility variable, four economic, legal, ethical and socio-
environmental dimensions were used based on the principal component analysis (PCA)
method. In this way, the result of four dimensions was expressed as a main variable. To
measure the macroeconomic uncertainty variable, the GARCH inflation rate output criterion
was used. This measure can create a proxy for unpredictable macroeconomic changes.

Results and discussion

In this research, the inflation rate was used as an effective variable in calculating
macroeconomic uncertainty. In GARCH's method, the stationary of the time series is very
important. The Dickey-Fuller test was used to check significance. The results of this test are
shown in Table (1).

Table 1. Dickey-Fuller test.
Z statistic

Sig. .0llevel .05level .1level
Dickey-Fuller test .0016  -3.769 -3.004 -2.642
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By performing the Lagrange coefficient test, the existence of the ARCH effect on the time
series was ensured. The following table shows the results of the Lagrange coefficient test to
identify the effects of ARCH.

Table 2. The results of the Lagrange coefficient test to identify the effects of ARCH.
F-statistic F-probibility (1, 19) Obs*R-squared Chi-Square
10.12412 .0000 14.12654 .0000

Considering that the probability level of F and R-squared statistics was less than 5%, it
can be concluded that the null hypothesis of the absence of ARCH effect is rejected and the
opposite hypothesis is confirmed.

F-Limmer and Hausman tests were used to test data combinability and effectiveness.
The results of these tests are shown in the table below.

Table 3. The results of F-Limmer and Hausman tests.

Model Test Statisticvalue  Prob. result
Cross-section F 4.382796 .0000 Panel
Cross-section random 118.689372 .0000 Fixed effect
Cross-section F 4.643074 .0000 Panel

Cross-section random 77.555454 .0000 Fixed effect

The results of the regression test to test the research hypotheses are shown in Table (4).

Table 4. Results of the regression test.

) Model 1 Model 2
Variable Coefficient  Sig.  Coefficient  Sig.
Accounting conservatism 2.0031 .0000 1.5076 .0000
Macroeconomics uncertainty - - -2.0621 .039
Accounting conservatism* Macroeconomics uncertainty - - -2.2915 .0402

The results showed that there is a significant positive relationship between accounting
conservatism and social responsibility commitment. In other words, the level of accounting
conservatism increases with increasing social responsibility.

Conclusion

The results of the first hypothesis test showed that the level of accounting conservatism
increases as social responsibility increases. It can be concluded that managers act more
conservatively in financial reporting, particularly with regard profit, to increase social
responsibility and the possibility of future expenses in this connection. In this way, a
company that has more social responsibility tries to reduce transaction costs and minimize
conflicts with shareholders through conservatism in accounting.

The results of the second hypothesis showed that macroeconomic uncertainty has a
significant negative effect on the relationship between social responsibility and
accounting conservatism. The most important reason for this issue can be seen in the
efforts of managers to hide the negative effects of the unstable economy to attract
maximum investment.
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