
 Procedia Economics and Finance   28  ( 2015 )  176 – 182 

2212-5671 © 2015 The Authors. Published by Elsevier B.V. This is an open access article under the CC BY-NC-ND license 
(http://creativecommons.org/licenses/by-nc-nd/4.0/).
Peer-review under responsibility of ACCOUNTING RESEARCH INSTITUTE, UNIVERSITI TEKNOLOGI MARA
doi: 10.1016/S2212-5671(15)01098-9 

ScienceDirect
Available online at www.sciencedirect.com

7th INTERNATIONAL CONFERENCE ON FINANCIAL CRIMINOLOGY 2015 
13-14 April 2015, Wadham College, Oxford, United Kingdom 

 
Analysis of Earnings Management Practices and Sustainability 

Reporting for Corporations that offer Islamic Products & Services 

Mohd Sabrun Ibrahima* , Faizah Darusb , Haslinda Yusoffc , Rusnah Muhamadd 
  

a, d Department of Accountancy, Faculty of Business and Accountancy, University of Malaya,50603 Kuala Lumpur, Malaysia.  
b Accounting Research Institute (ARI), Universiti Teknologi MARA Shah Alam,40450 Selangor, Malaysia 

c Faculty of Accountancy, Universiti Teknologi MARA Puncak Alam,42300 Selangor, Malaysia. 

Abstract 

Earnings management is generally viewed as unethical behaviour as it involves the use of managerial discretion of accounting 
numbers, which may result in the distortion of financial information provided to stakeholders. However, the engagement in 
socially responsible initiatives by companies demonstrates their concern for the societal well-being which goes beyond profit 
making. The aim of this study is to examine the earnings management practices and sustainability reporting among corporate 
sectors that offer Islamic products. An Islamic perspective is used to underpin the theoretical arguments for this study. This study 
uses longitudinal panel data analysis to examine the sustainability reporting of 16 public-listed companies in Malaysia that offer 
Islamic financial products for a three year period from 2011 to 2013. Content analyses on corporate annual and stand-alone 
reports used Global Reporting Initiatives (G3) guidelines to measure the quality of the sustainability disclosure, while the 
earnings management related data was obtained using the Modified Jones Model. The results of the study provide evidence that 
the sustainability reporting practices among companies in Malaysia that offer Islamic products are generally good over the three-
year period and that financial performance improved the quality of sustainability reporting. The insignificant results between 
earnings management and the quality of sustainability reporting suggest that sustainability reporting is not being manipulated to 
cover their earnings management practices. 
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