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Abstract

Profits represent one of the most significant items in the financial
statements, which have a significance impact on investment and
credit decisions. Profits can be manipulated through accounting
figures, or real decisions. The decision to choose between the use
of the accounting approach and the real approach depends on
several factors, the most important of which are the cost of using
each approach, the restrictions on the use of each approach, and
the extent to which manipulation can be discovered by different
monitoring and governance mechanisms.Profit management
through real activities is expected to affect operational perfor-
mance and financial performance of the company, as companies
change the timing of, and structure the real economic activities
and transactions. Therefore, the present study aimed to develop a
comprehensive framework for real earnings management and test
this framework. To achieve this objective, an applied study was
conducted, using a sample of 78 companies listed on Egyptian
stock exchange during the period 2013-2017. The results showed
a positive and statistical significant relationship between real
earnings management and the adoption of modern IFRS. While
there is a negative and statistical significant relationship between
real earnings management and corporate governance. As for the
results of real earnings management, they showed a negative and
statistical significant relationship between real earnings man-
agement and the operational performance of the company,
especially in the long term.

Key words: Quality of financial statements; earnings mana-
gement; Real Earnings Management approach; International

Accounting Standards; Corporate governance.
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i amy gl () syall )y L)

4 Multiple Regression sasidl jlaai¥) caglul e caalll adic) s
IBM Slasy) zalil) alasinls @l chardionall dibiaal) diloasy) 73kl
2t P e ol laat¥) zdgal Aygina s Ao sl 21y .SPSS 23
Cag s Blaly Lads .z 35all ANOVA il Jdail F dfiliaa) 4 5iea (54
oLatl aaad iy sty Jualaa 5] e abaie] Lajlial a5 28 il
il P-lalue iad 45lie LA 0 A8l oda 4 gina (52 ag A Blal)
e D (g5l Liad ClS 136 ¢(%0 sas) el Ayginall (g5ine pa Jiinsall
.(Field 2013) 48all dygina o by @lld IS (ol 4y pinall (55ime dasd
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Adabal) Aul) il — ¢
tdghagl) Clelaay) V- ¢

Gyl iy daalald) dd sl e LiaaY) (¥) o) Jsaall moas
e Cuaglp 2 (RM) ~ L) 5ylay sl Janadly Gl Lagds il
S 0p08 gilma Calailyg VYY) daagies v A g van e AR G sl
Aaiil) iy (Jpaa) o 2ilally Lalal) adll i Jaall e paly WS
¥l Ol G ) ad)lls canadly (4 sl daall 4 jal) el A
bl dne Geami sl e sas falaall lugll G 5S) agd (g)lndll
aaall 8 Aahiae GISHA] anda aag sag Baaaie uilsa (e Adlide IS

Ayl
¥oiady Joan
3\.,@4 5 Cils Laall)
(Min.) i i Lad ol @laal) Cilaiy) bl gl i
(Max.) (Std. Dev.) (Mean)

0.0088534390 0.8092921016 0.1296573001103 0.170720203335 RM
-.6404508470 0.4611396910 0.1108941186011 0.073464475441 | ROA
-.4905022230 1.2606065590 0.1411232220516 0.047558250813 | CFO
-3.7343616480 13.9201635800 1.7017840176032 1.245964373482 | BTM
0.0222617990 1.0827890320 0.2298511024923 0.452895159303 Lev
9.1253269980 18.1076048000 1.8269595231269 13.306596110913 | Size

iasll Gliliany) o(£) ad) Jsaall mansd dansll laiall 4 allys
g Aalal)
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¢ ol Joa
Gpan sl Clyiiall gl s Lasy)

e e | L Claaliiall i O A K FLART BN XS ..

cataa | (V) Al il el (Vina) Aasl) sl
390 15.6% 61 84.4% 329 LOSS
390 40% 156 60% 234 IFRS
390 20.8% 81 79.2% 309 GC
390 56.4% 220 43.6% 170 oD
390 44.9% 175 55.1% 215 AQ

Y g dgal cpitia G BLIY) Y-

Ll cBlalas) LLopV) Jodad &5l (1) ad)s o(0) ad) Vsaall s
Jsaall e moays « lasiV) Jalad 7 3l ghana Al clyaaiall G (O
Y sl Jaaall Aasinl Cilaasay 3l lly L) Alayally palally ((0)
s Z WY Y sl Jasall J35e G (grimas (laal L) asas oY)
daadl jd5e (o gsimas (ol Bl Al S e cdlsall daslaall jules
e o LIV o Jsanll yeday LS L culSull aSsmg 2 LY 5)laY Aal)
cgsira e GaAY) Cpaasdly Edal) Jaadl)

o :ad) Jgaa
WA B Adal) Jaaa cilasa :AGEN Aa el — Bl cdlalaa

Size LOSS Lev CFO ROA BTM AQ oD GC IFRS Jdsal)
-093 -018 0.035 0.093 ”0423 0_;'19 0.005 -047 0;7 *0'910 RM
0.081 -0.020 0.092 -0.075 0.051 0.041 0.000 0.000 -0.005 IFRS
_0.645 0.11 ’:0.365 -0.017 *-0.108 0.031 0.440 -0.034 GC
"-0.280 0.023 0,280 -0.065 -0.062 0.073 -351 oD
0.580 0.066 0.463 0.024 -0.010 0.066 AQ
0.007 -0.072 -0.011 *.0.108 0.000 BTM
-0.043 0.560 0.266 “0.100 ROA
0.029 -0.099 -0.018 CFO
0.561 018 Lev
0.024 LOSS

(538Lie 390 rclaalisall 22e) Mgl e %1, %5 Lysine (s5ise dio ADla)l Aygina ) e
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At el by 3la ) AAIEN Adayally alalls 1) Jsanll e meaaiyg
D5 O ginas (bl Ll asa WY BIAY sl Jaad) dasii) e
(Jsaay) Ao ailall Jaray A0 dad e IS5 7 LY BylaY sl Jaadl)
BIY Rl Jaaall jline (o (soine e A4Sl alu Lala)) @l olS Loy
bl adil) e dpaiil) culsaxlls ~LyY)
T iad) g
LN B Adal) Jaaal) gl AN da el — LS cdlalea

Size 11 LOSS 1 Levy BTM., CFO ROA 3 CFO, ROA FV. ridall
-0.079 0.008 0.069 -0.101 70.150 70.198 -0.004 70.25 "0.122 RM
".0.170 *.0.119 *.0.289 *.0.329 *0.153 "0.281 | "0.114 *0.301 FV,
-0.041 *.0.280 *.0.129 -0.038 *0.310 *0.457 0.012 ROA
0.025 "0.119 0.130 -0.081 .0.186 0.259 CFO,
-0.035 *.0.608 *.0.280 -0.037 *0.154 ROA 1
0.031 "0.131 -0.001 -0.109 CFO
0.023 -0.065 0.009 BTMy.,
"0.548 "0.176 Levy,
0.012 LOSS 11

(538Lie 312 rclaalisall 23e) sl e %1, %5 dysine ssiase die AR Lygine ) i T,
i)z dgal il Y-t
WA B ASal Jaaal) aladiud clasaa AGEY As el V-t
oalalls (4 abea) daxiall HlaniV) zdsai il o7) ady Jsaall maas
Al g Alddl) el iy .z WY1 88y sl Jaadl aladiul s
Jaaad) aaaill Jales e ey LaS bl 5 oiall 6 sl e %13
Dmlae (35 (e Aggiees Al ABle a5a ) @l iy (Ad).R2)
() Gl U b s WY B8y (AEal Jasal jisas Al gall Al
daadl i5es QS daSen julite (g Agsinas dnle ABDe by CulS Laiy
aty adgiall uSe 4 ( SN Gyl Jsd aae a8 a2 LY BaY sl
Al asay ol cyelal a8 Axalyall 335 ALl il Ay Ll L4ty sins

bl A (i) S aie iy o (hmp agina e LS, gl
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Jadall jlse O Asimas Aplag) A8e aa g A0 Gl praally Bl Lads
3525 ¢ dlall gills e Jal) o 2ilall Jana g IS5 mLVI 80y sl
oY dall Jaaall jise G Asines Al A0l s CulS Laiy ¢ il
(paalls il calainl) el yasial) AL Lol 28 sual) 4y ol dadl) dausis L))
Agina pe il patially Lle il

V el Joaa
LA B Adal Jaaal) cilasae — aaial) jlasd¥) g dgad il

(¢ Uala)
daalia 39() S liall aae
6.798 F dad
F-Test
xx0.000 P-Value
0.130 Adj. R?

dad gial) i

P-Value  (Beta) Jalxal (Predicted sign) -
0.047" 0.025 + IFRS
0.016" -0.050 + Ge

0.729 0.005 + ©D
0.300 0.017 + AQ
0.000™ 0.403 * ROA
0.122 0.069 + cro
0.037" -0.008 * BTM
0.002"" 0.111 * Lev
0.006™ 0.057 * Loss
0.079 -0.009 + Size

E3

A L %1, %65 K pie o5 i v B B ee ) e

WA B A8l JAad) aladiiad o Al gl AAIAY As ) Y-t
At el alaly Aalall sasiall jlaaiV) z3la i (M) &8y Jsaall sy

SV bl g el a8 ALY sy sl Jaad) aladiad e

Al Gladailly  aaall Jasall jdse G dggiee e LSl Al ABLe a5a

il Laiy L el ) (o yl) Jgd ane a8 ey of edall) ddainl daaly) s
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Jsa¥) Ao kel Jaxas adall Jasa) jb5e Gu dsines dulag) 4Dle Gllia
ulay) ADle llia cilS chyaly L Guald) (ayall Jod ade a3 Gas (o eall)
ple a3 ey (7 eall) 4,40 dady  Aaa) Jaaall jh5e G Apsine e LSl

bl Gl J o
A pdy Jgia
Ja¥) A Y B sl Jaad) milh — asial) jlaad) g dgal guilid
Jail)
(5 Ualas) Lbaiisl) Al (e Apaill) clidasl) — (1) gl
saalie 312 Caaaléall dae
7.064 Fiud e
“0.000 P-Value -Test
0.120 Adj. R?
2B gial) 5 LAY ..
- Laalf ] . )
P-Value (Beta) J (Predicted sign) el
0.703 -0.021 - RM
0.000™ 0.399 + ROA:.1
0.000™ -0.209 + CFO 1
0.074 -0.007 + BTM 11
0.111 -0.060 + Lev s
0.554 0.014 + LoSS .1
0.117 0.007 + Size 11

S e 90) %0 A sina (s i vie Al Ay pina ) ppdi T

(6 Uale) Joa) o diladl Jara — () g3

saalie 312 Glaaliiall Jae
17.503 F dad
#%0.000 P-Value F-Test
0.271 Adj. R?

28 gial) 5

- Laall 3all
P-Value (Beta) (Predicted sign) S
0.006" 0.112 - RM
0.000™" 0.405 + ROA:;
0.000" 0.162 + CFO ¢,
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0.758 0.001 + BTM 4
0.678 -0.011 + Levig
0.797 -0.004 + LoSS t.1
0.876 -0.001 + Size

I L %), %0 o ginn 5 sima vie A0l Dygin ] i

(7 Aalea) 4l dad — (z) s

saalda 312 il léall aae
13.831 F dad
xx0.000 P-Value F-Test
0.224 Adj. R?

A28 gial) i

P-Value (Beta) Jaladl (Predicted sign) el
0.359 0.318 - RM
0.003" 1.855 + ROA:;
0.095 0.504 + CFO
0.000" -0.141 + BTM 4
0.001™ -0.795 + Levig
0.570 0.082 + LOSS 1.1
0.560 -0.016 + Size 14

*

S e %1, %5 A sina (5 e die A8 Fygina ) i 7
Jaaall il alall samial) HlasiVl = 3gat il () ady Jsandl maass
Al A0l dyag ) @l yedng Joshl) dal) 3 2L Blay i)
e3all) Alanl) Aaii) e Al claiailly Bdall Jiad) ydse Cp Ayginag
O Asinas doulad) ABe Wl S Ly - el dll (il Jo 8 o5y o
e 2 ey o[ exall) Jea¥) o dlall Jaes (e IS5 Sadal) Jiad) b5
&5 s (z eoadl) A8 Aady Axdsiall 5LEY) e Y (ualidl Lajdl) Jsid

b giall 5L (uSe OIS G caalad) (sl J5d axe
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2.246 Fadad
'0.032 P-Value F-Test

0.036 Adj. R
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P-Value (Beta) Js (Predicted sign) el
0.011 -0.188 - RM
0.023° 0.285 + ROA.1
0.331 0.076 + CFO 4
0.214 -0.006 + BTM 14
0.766 0.014 + Lev 1
0.922 0.003 + L0SS 1.1
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GX‘}-‘M‘_;XS %1, %SL’)N&)M”%M‘%W‘;‘M**,*
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Baalda 234 Claalial) i
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+0.000 P-Value F-Test
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dad glial) 5y

P-Value (Beta) Jalaal (Predicted sign) -
0.000" 0.240 - RM
0.003" 0.266 + ROA:1

0.268 0.062 + CFO 1
0.222 0.004 + BTM 1
0.280 -0.037 + LeV s
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F-Test

+0.000 P-Value
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0.018 0.787 + CFO .,
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0-554 _0-014 + Size t-1
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Gluagilly Aadil) —o

«(Zang  2012) z LV sy aladd) Jaadll e dpulaall cilidpall @S
S8y B 2 L) syl el Jaaal alasind Y @l Lal Weosale dua
it o) Jaaall Aasiu) 6 Sl 5y 2 aas . dad) Jaaal e 48
clal caalyall 335 33l S il AaS on ] Joandis dvslaadl julaa yigkas
Lalaall Ll iy Lo sig LY 5ylay sl Jaaal aladi) ) culg, )
alasin) GLi) dyseam pe daals ((Chi et al. 2011) Jaad) clld Lulyy ) hase
mlaall Jaall Akl el 8ally 43)lie L jlall Gl Y)Y U8 e sl Jaadl)
.(Pappas et al. 2019)

A bl LY slay adal) Jasall gaa) aladiul Ja)) a8 g Al Aali g
S AL 58 aadie J e LISV 8 s ST iy i (IS )
ped) Aleal Aually ) A4S 13 ddad) Jiaall ey cJiiall g Jdgadanll cilgal)
oz LoV Y aaal) daad) slae) ) el aaps - laad) Jaaadly 45l
N Ao s of sl Al ) cBlalad) o cllea) A0S ff (i s
Jsbaall sy 1A~ L) 8y slad) Jaaal alasinly 40lhe 38,50 )y Ll
S WY1 8y adad) Jaaall aladind e dgyid) bl dale Joa

oY al) Jaad) miling cilaradd Hl) jeeki ) sl sl Giaa ad,
Al Al o) a3 28 Gl Bgatly A padll Al 3 LY el iy (L))
2017-2013 55l A iy peaal) dayslls b2 3,5 78 e die e

Al agag bl Cpelal a8 (LY BlaY adad) Jaaal Claaaay (3l Leds
Ea il Ldsal) Aislaall jules iy Gigall Jaaall Alasinl o dyginas Ll
Gl Jss a3 Gy o ormlaad) Janall sladia) e CulS5al 8)8 (e julaall o2 a3
i pay il Jaadl aladi) o A siea Al A0l Glia ilS Laiy V)

Lo sas Lo = LV 5lal (e 2t a8 Gl A of ) ud Lo s cculS )
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1) (mless) dam Joshall Jal) & I oI (alass) a8 asls 5 gy L L))
Aal Ll

CYama parddd o Jaall 8y yimn Salll ag dslud) Ll oy 4
ezl oY) e Al clelat e Led L 2 L) slay i) Jaaddl alasid
b Sl eI e Al sy samy GSaiy Lo s cJoshall Jal) 8 dall daaay,
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