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ABSTRACT

This study aimed to examine the extent to which Jordanian companies practice earnings
management, and to find out the impact of earnings management on earnings quality. The study
relied on a stratified random sample of 20 industrial Jordanian companies listed on the Amman
Stock Exchange during the period (2005 to 2012).

The study used earnings quality as a dependent variable, while the independent variables include
earnings management, in addition to three control variables that include company's size, leverage
ratio and return on assets.

The results showed low earnings quality of the Jordanian industrial companies in general, and
proved that Jordanian industrial companies practice earnings management that aimed to reduce
earnings. The results of regression analysis showed that earnings management had a negative and
significant effect on earnings quality, while the leverage ratio had a positive and significant effect
on earnings quality.

The study recommended to formulate the accounting principles, policies and standards so as to
prevent the companies from manipulate earnings, and recommended that importance of applying
corporate governance for all public shareholding companies in Jordan.

Keywords: Earnings Management, Earnings Quality, Jordanian Industrial
Companies.
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(1) a2 Js2a

2012 — 2005 55480 JMA Al cpiial ddagl) clilaay)

EQ EM SIZE LEV ROA
Mean 1.7620 -0.0093 7.4515 0.2313 0.0811
Median 1.0630 -0.0082 7.2718 0.1939 0.0694
Maximum 36.8598 0.2249 9.0875 0.8356 0.4394
Minimum -10.0307 -0.3477 6.1818 0.0044 -0.1227
Std. Dev. 4.7076 0.0863 0.6719 0.1577 0.0692
Skewness 0.6182 -0.9016 0.6991 0.8922 1.8102
Kurtosis 3.2632 5.5269 2.7686 3.7383 9.6792
Jarque-Bera 4.0935 44.24 13.39 14.86 384.79
Probability 0.1291 0.0000 0.0012 0.0010 0.0000
Sum 281.92 -1.49 1192.23 37.01 12.98
Sum Sq. Dev. 3523.68 1.18 71.78 3.95 0.76
Observations 160 160 160 160 160
Cross sections 20 20 20 20 20
(2) ad; Js
(2012 - 2005) B3l e Aadal) cpiia glu
year EQ EM SIZE LEV ROA
2005 -0.0390 0.0147 7.3764 0.2506 0.0879
2006 4.3091 -0.0233 7.3874 0.2443 0.0718
2007 0.4060 0.0460 7.4417 0.2403 0.0916
2008 1.1391 -0.0051 714722 0.2279 0.1050
2009 2.5016 -0.0445 7.4700 0.2098 0.0759
2010 2.3035 -0.0363 7.4781 0.2030 0.0755
2011 1.9259 -0.0209 7.4941 0.2255 0.0728
2012 1.5498 -0.0054 7.4919 0.2490 0.0687
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:(3) b Jsaa
Al g 3sal syl Julad ik

EQi = a+ B1EM; + B2 SIZE; ¢ + B3LEV: + B4ROA;, +<,

Variable Coefficient t-Statistic Prob.
c 0.874 2.782 0.006
EM -15.765 -23.902 0.000
SIZE 0.006 0.139 0.889
LEV 0.012 2.098 0.049
ROA 1.505 1.301 0.195
R-squared 0.875
Adjusted R-squared 0.872
Durbin-Watson stat 2110
F-statistic 271.372
Prob(F-statistic) 0.000
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