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The aim of this study is to test the accrual-based model suggested by 

Dechow et al. (1995) in order to detect and compare earnings 

management practices in Finnish and French companies. 

Also the impact of financial crisis of 2008 on earnings management 

behavior in these countries is tested by dividing the whole time period of 

2003-2012 into two sub-periods: pre-crisis (2003-2008) and post-crisis 

(2009-2012). 

Results support the idea that companies in both countries have significant 

earnings management practices. During the post-crisis period companies 

in Finland show income inflating practices, while in France the opposite 

tendency is noticed (income deflating) during the same period. 
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Results of the assumption that managers in highly concentrated 

companies are engaged in income enhancing practices vary in two 

countries. While in Finland managers are trying to show better 

performance for bonuses or other contractual compensation motivations, 

in France they avoid paying dividends or high taxes. 
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1 INTRODUCTION 

 

During last decades many financial scandals, such as Enron, Lehman 

Brothers, Worldcom and others, attract the attention towards accounting 

practice known as earnings management. In a broadly manner earnings 

management can be defined as a manipulation of accounting principles to 

manage reported earnings (Ahmed, 2009).  

The act of earnings management can be viewed as a fraud or ethically 

accepted, if managers did their best to choose appropriate accounting 

principles. Depending on the economic situation or their role, managers 

engage in earnings management practices choosing different ways of 

managing earnings. Different ways to manage reported earnings are: 

 Income maximization, 

 Income minimization, 

 Income smoothing. 

For selecting a certain way to manipulate earnings, one should pay 

attention on the incentives of managers for engaging in such a practice. 

Managers can have following motives: 

 Contractual, like bonus plans or debt covenants, 

 Political and legal,  

 To meet earnings expectations, like in case of IPO, share price in 

market, etc. 

Being an integral part of disclosure, earnings are really important since 

they show the results of the investments done by a firm (Ahmed, 2009). 

So, if reported earnings are transparent or presented in a more fair way, 

then the quality of disclosure is trustable by investors, consequently the 

firm’s future economic performance can benefit from it or vice-versa. 

Hence, bad and good sides of earnings management can be viewed 



2 
 
 

depending on the incentives of managers and the pattern that they choose 

to manipulate earnings. 

Some of the main and most important motivations of managers for 

earnings management are bonuses or compensation. Agency problem 

can be attributed to this, since many managers can manipulate the 

reported earnings in financial statements to have better position or for 

compensation (Iturriaga and Hoffmann, 2005). Corporate governance 

mechanisms, especially ownership structure, are believed to be among 

the most important internal control mechanisms which decide the degree 

of freedom of managers, since the better the governance, the better the 

performance and quality of disclosed earnings. Therefore, ownership 

structure can be a reason for agency problem between majority and 

minority shareholders, when majority shareholders act as members of 

board in a firm (Ahmed, 2009). 

Corporate contracts outcome can be influenced by ownership structure. 

Studies like La Porta et al. (1999) determine that in the countries with 

weaker property right, many companies with concentrated ownership 

benefit by manipulating law. 

Earnings management can be used to maximize the income from the new 

issued shares, which can let current shareholders to succeed on the count 

of new ones.   

From the point of view of debt covenants, managers in the firms with 

higher leverage try to manipulate earnings for better investment 

opportunities, since firms with high leverage get less investments 

(Aivazian et al., 2005).  

Managers attempt to show bad performance to decrease political pressure 

and risks as well (Watts and Zimmerman, 1978). 

Managers can show better performance to attract investors by showing 

positive discretionary accruals and to maintain their reputation. And 
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managers show opposite trend in case of buyouts for making them 

cheaper. 

All above-mentioned can be referred to as a bad side of earnings 

management. However, in literature some good sides of earnings 

management are viewed as well. 

Earnings smoothing can be assumed to be one of them. Managers use 

earnings smoothening to secure themselves from future losses in order to 

keep good reputation of a firm and avoid shocking investors 

(Subramanyam, 1996). Sometimes for future compensations managers 

lean towards hiding positive earnings to show them in future periods 

(Healy and Sloan, 1991). 

Another good side of earnings management consists in using information 

that managers already have to forecast for shareholders what to expect for 

future earnings. Moreover, with frontline information, earnings 

management helps investors to have better information and choose more 

favorable contracts. 

Discretionary accruals have been viewed as a proxy for detection of 

earnings management. Though many studies suggested different methods 

for revealing earnings management, Jones (1991) and modified Jones 

model proposed by Dechow et al. (1995) are considered to be the most 

reliable ones.  

For this study, Finland and France are chosen to be analyzed and to 

detect earnings management practices and behavior in these countries. 

These two countries are members of European Union (EU). Though they 

both follow certain common rules and laws adopted and mandatory by EU, 

they have significant cultural and corporate governance differences. 

Another interest to compare Finland and France arises from the fact of 

differences in economic situation and transparency practices in the 

countries. 
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Finland is recognized to show better performance in many aspects. 

According to the Better Life Index of the Organization for Economic 

Cooperation and Development (OECD), Finland is among the top 

countries from many angles.  

Finland is highly industrialized and has largely free-market economy with 

per capita. The country is quite competitive in industrial sectors like wood, 

metals, engineering, telecommunications, and electronics and stands out 

with high-tech exports. However, import of some raw materials and energy 

is highly important for the country’s economy. During last years, Finland 

has been one of the most stable and well performing economies in EU and 

was therefore able to avoid the worst consequences of the financial crisis 

of 2008. Nevertheless, crisis hit the economy of Finland: budget turned 

from surplus to deficit, slowdown in exports, domestic trade, etc. The main 

challenges of the country can be considered to be the decline in the 

productivity which can affect the country’s competitiveness and economic 

growth. 

On the other hand, France has well-to-do modern economy which is 

based on market mechanisms. The government owns many large 

companies, banks, and insurers, and retains its power in some sectors 

such as power, public transport, and defense industries. The government 

maintains equity using tools like laws, tax policies. Due to relative 

sustainability of domestic consumer spending, a large public sector and 

independence from the global demand, France was able to stand the 

financial crisis of 2008 better than many EU countries. However, crisis 

affected the budget deficit of country. The government follows aggressive 

stimulus and investment measures to recover after the crisis. 

The table with comparative indicators of Finland and France is presented 

hereunder: 
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Table 1 Comparative indicators of Finland and France 

 

 

Where 

 EG –economic growth: the rate of change of real GDP, 

 COMP – Competitiveness according to World Economic Forum 

Index, 

 NLC – Number of listed companies, 

 CTR – Corporate tax rate, 

 GEI – Government effectiveness index, 

 CC – Control of corruption, 

 IFI – Investment freedom index. 

COUNTRY CODE YEAR EG COMP NLC CTR GEI CC IFI 

Finland FI 2003 2.01 

 

142 

 

2.26 2.48 70 

Finland FI 2004 4.12 

 

134 

 

2.21 2.53 70 

Finland FI 2005 2.92 

 

134 

 

2.16 2.35 70 

Finland FI 2006 4.41 5.5 134 26 2.13 2.55 70 

Finland FI 2007 5.34 5.5 130 26 1.97 2.47 70 

Finland FI 2008 0.29 5.5 126 26 2.04 2.41 70 

Finland FI 2009 -8.54 5.43 125 26 2.24 2.3 70 

Finland FI 2010 3.36 5.36 123 26 2.25 2.18 75 

Finland FI 2011 2.82 5.47 121 26 2.26 2.22 85 

Finland FI 2012 -1.01 5.54 119 25 2.21 2.22 85 

France FR 2003 0.9 

 

934 

 

1.72 1.34 50 

France FR 2004 2.54 

 

898 

 

1.81 1.34 70 

France FR 2005 1.83 

 

885 

 

1.71 1.35 70 

France FR 2006 2.47 5.2 717 33 1.59 1.46 50 

France FR 2007 2.29 5.2 707 33 1.48 1.44 50 

France FR 2008 -0.08 5.2 966 33 1.58 1.38 60 

France FR 2009 -3.15 5.13 941 33 1.49 1.42 60 

France FR 2010 1.72 5.13 901 33 1.45 1.44 50 

France FR 2011 2.03 5.14 893 33 1.37 1.52 55 

France FR 2012 0.01 5.1 862 33 1.33 1.42 55 
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Definition of all indicators can be found in Appendix I. 

From the table it is notable that in almost all cases Finland shows better 

performance: better economic growth, competitiveness, lower tax rate, 

better control of corruption, government effectiveness, etc. Hence, it can 

be assumed that in Finland managers might have less incentives or 

willingness to manipulate earnings than in France. 

Finland also has higher life satisfaction, safety, education level and job 

opportunities than France.  

Consistent with Transparency International Corruption Perception Index 

(CPI) Finland is among the most transparent countries in the world, 

whereas France holds the rank between 22 and 25 depending on the year.  

Table (2) presents the perceived level of corruption in public sector in 

accordance with Transparency International Corruption Perception Index 

and OECD members in 2012. It is obvious from the table that Finland is 

among leaders in CPI ranking. Hence, more transparent than France. 
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Table 2 The perceived level of public sector corruption 

 

Source: Transparency International (www.transparency.org ) 

 

The main objective of the study will be to test accrual-based model to find 

out earnings management practices in Finland and France. 

The second objective is to view and compare the earnings management 

behavior during the pre-crisis and the post-crisis periods, since the chosen 

http://www.transparency.org/
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analyzed period involves the financial crisis of 2008. Hence, changes in 

direction of discretionary accruals are expected. 

To indicate the direction of earnings management in various industrial 

sectors and ownership concentration, linear regression models are used. 

Finally, this study also contains the analysis about the relation between 

positive and negative discretionary accruals and earnings management 

determinants over the whole period (2003-2012), then during the pre-crisis 

(2003-2008) and the post-crisis (2009-2012) periods.  

  

1.1 Research Structure 

 

The study has following structure. 

The first section represents an introduction providing some background of 

the study, followed by revealing the main objectives of the study and 

explaining the ways of achieving those objectives. 

Section 2 introduces the literature review of existing theoretical and 

empirical studies done in the field of the chosen topic.  

Thereafter, section 3 presents the corporate governance codes reforms 

done in Finland and France. 

Further, section 4 incorporates the methodology of analysis along with 

hypothesis development and data used for the research.  The empirical 

results presented by interpretations and hypothesis testing conclusions 

are introduced in the section 5. 

Finally, section 6 represents conclusions of the study, possible directions 

for future works and major limitations of the study. 
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2 LITERATURE REVIEW 

 

In this part of the study, scholarly evidence of earnings management is 

reviewed. According to Healy and Wahlen (1999), earnings management 

is defined as following: 

 “Earnings management occurs when managers use judgment in financial 

reporting and in structuring transactions to alter financial reports to either 

mislead some stakeholders about the underlying economic performance of 

the company or to influence contractual outcomes that depend on reported 

accounting numbers.” 

Managers can additionally utilize this judgment to make reports more 

instructive. This can emerge if certain accounting decisions or evaluations 

are seen to be trustworthy signs of a firm’s financial reports. Managers can 

also use their advantage of judgment to prevail over some limitations and 

restrictions of the accounting standards making financial reports more 

informative.   

Healy and Wahlen (1999) also mention that this can bring costs as well as 

some benefits. Misallocation of resources is viewed as a cost. And since 

managers know better the business-specific issues, they can use their 

judgment by enhancing their communication with external stakeholders. 

DeAngelo et al (1988) regards earnings management from the 

management buyouts point of view. DeAngelo (1988) shows that the 

information that earnings contain is essential for buyouts and hence 

managers have motivation to minimize earnings.  

Most of the studies define 5 possible motives of earnings management: 

capital market motives, management compensation contract motives, 

lending contract motives, regulatory and political motives.  
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Attracting an investment through selling stocks is one of the main reasons 

of earnings management for capital market motives. It was detected that 

firms used to show positive discretionary accruals to enhance earnings 

before IPO’s, seasoned equity offers (Teoh, Welch and Wong, 1998a, b), 

and stock-financed acquisitions (Teoh, Wong and Rao, 1998). This way 

managers show the investors that the company is more profitable and 

make them to invest in the company by buying its stocks.  

In the case of buyouts, it was noticed the reverse tendency to minimize 

earnings. Studies of DeAngelo (1988), Perry and Williams (1994) report 

that discretionary accruals are negative (income-decreasing) until buyouts 

making it cheaper and letting the firm to bid price slightly above market 

price.  

Fulfilling analysts’ predictions is another important capital market reason 

for earnings management. Burgstahler and Eames (1998) examine that 

earnings are overstated in order not to show lower earnings than analysts 

could expect. 

It is also important for firms not to make losses while achieving earnings 

growth (Degeorge, Patel, Zeckhauser, 1999), so managers smooth 

earnings (Myers and Skinner, 1999) which allows to boost predictability of 

earnings (Subramanyam, 1996). 

From the point of view of management compensation, studies show that 

managers increase earnings because their bonuses depend on earnings 

of the firm (Watts and Zimmerman, 1983). 

According to Healy (1985), managers tend to show accruals that postpone 

income when they reach their compensation yield and will show upward 

income next period to meet their bonuses.   In the study of Dechow and 

Sloan (1991) it was found that managers drop expenses of R&D in order 

to enhance earnings and hence their payout.  

As stated by research done by Xiong (2006) firms with a lot of debt 

manage earnings to be able to meet their debt agreements.  
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Holthausen (1981), Healy and Palepu (1990), DeAngelo, DeAngelo and 

Skinner (1994) tested whether companies that are close to violate their 

lending agreements change accounting methods. However, they found 

that those companies are more likely to decrease dividend payments and 

there was little proof of earnings management. 

The opposite result was noticed in the study of DeFond and Jiambalvo 

(1994), in which they concluded that companies who break their 

contractual agreements increased their income by using accruals the year 

before violation. This lets to conclude that managers use earnings 

management to postpone breach of debt covenants for the longest 

possible period. 

Range of studies report evidences of earnings management by banking, 

insurance and utility industries based on regulatory motivations (Healy and 

Wahlen,1999; Moyer , 1990; Scholes, Wilson and Wolfson, 1990; Collins, 

Shakelford, wahlen, 1995). 

Earnings management from the political cost motivations point of view was 

reviewed by Watts and Zimmerman (1978). According to that study, firms 

can decrease their incomes to show that they are less profitable, thus 

reducing their political risks which involve penalties or pressure from 

government to decrease prices. Similarly, Jones (1991) claimed that firms 

who fight for import tariffs used to put off positive income-increasing 

accruals.  

Not many studies are done in this field regarding Finland and France.  

A significant study conducted in Finland is the work of Kasanen, Kinnunen 

and Niskanen (1996) about dividend-based earnings management in 

Finland. Authors take into consideration why managers decide to 

manipulate earnings and whether in Finland managers try to manipulate 

reported earnings in order to achieve certain goals, like:  

 To increase dividends, 

 Try to minimize corporate income taxes.  
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Paper by Kasanen et al (1996) finds strong proof that managers 

manipulate earnings for favor of dividend payments, since Finnish market 

features somehow force managers to choose a pattern of smoothly 

increasing dividends. Second important reason for this in the opinion of 

authors is that according to Finnish law, firms are obliged to pay dividends, 

which motivates managers to show higher earnings in order to meet 

dividend payment requirements. 

 Sundgren (2007) examined earnings management practices in Finnish 

publicly owned and privately owned companies. 99 publicly and 99 

privately owned companies are analyzed in this study. Obtained results 

were not consistent with previous studies (Ball and Shivakumar, 2005), 

which suggested that publicly owned companies are more transparent and 

show higher quality of earnings than privately owned ones. Sundgren 

concluded that the reason can be that both type of companies can differ 

according to their management ownership, ownership concentration and 

the fact that private companies would like to go public. 

In the study done by Othman et al. (2006), authors compared earnings 

management behavior in France and Canada. The paper showed that in 

Canada companies report higher positive and negative earnings than 

French companies. Othman et al. (2006) associate it with the fact that 

Canada has more dynamic economic environment and more flexible 

accounting system, which gives managers certain discretion.  
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3 Corporate Governance Codes Reforms in Finland and 

France 

 

Nowadays with extensive range of corporate governance mechanisms 

around the world, it is understandable that firms with better corporate 

governance are able to approach capital markets easier to increase 

financing. Hence, firms with more growth opportunities and ones that want 

to attract more investors should have better corporate governance.  The 

main reason to have good corporate governance arises from the need to 

avoid the agency problem. In case the owners of the firm are at the same 

time in managerial positions, then there is basically no need to worry 

about the conflict of interests. Since even if owners or managers act for 

their self interest they actually act in the interest of the firm. Hence, they 

will try to adopt corporate governance that they will benefit more.  

However, when managers, investors and owners of the firm are different 

people, then the agency problem may occur. Since investors and owners 

do not have influence on managerial decisions about how to choose better 

investments, they should either trust managers, or believe that the firm 

has set a corporate governance where everyone acts for the firm’s best 

interests.  

During last two decades, Finnish and French corporate governance codes 

have seen several modifications.   

Companies Act of 1978, which is by its nature close to Nordic countries 

law (Sweden, Norway, Denmark),  defines the main legal framework of 

corporate governance in Finland. However, the law carried on number of 

changes after Finland became a member of EU.  Adoption of International 

Financial Reporting Standards (IFRS) in 2004 brought significant changes 

in Accounting Law of a country. Nevertheless, Companies Act trying to 

give more flexibility in case of equity transactions and let corporate 

governance be more self-regulated. This means that there is overlap 

between the annual shareholders’ meeting (AGM) law and Sarbanes-

Oxley Act of 2002 that instead of AGM auditor is selected by audit 
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committee. Table (3) shows the corporate governance codes reforms in 

Finland. 

 

Table 3 Corporate governance codes reforms in Finland 

Finnish Corporate Governance Codes Reforms 

CODES AIM 

Recommendations on 
Corporate Governance Codes 
for Public Limited Companies 

(1997) 

1. Transparency 

2. Independence of directors 

3. Committee work 

Corporate Governance 
Recommendations for Listed 

Companies (2003) 

1. Harmonize the work of listed companies 

2. Improve transparency of companies' operations 

3. Harmonize the information given to shareholders  

4. Improve the quality of disclosure 

Improving Corporate 
Governance of Unlisted 

Companies (2006) 

 
Recommendations for listed firms to follow the 

recommendations for listed companies done in 2003 

Finnish Corporate Governance 
Code (2008) 

 1. Apply corporate governance practices with 
international standards 

2. Harmonize the work of listed companies 

3. Improve information given to shareholders and 
other investors 

 
4. Improve transparency of administrative bodies, 

management remuneration and remuneration 
polices 

Finnish Corporate Governance 
Code (2010) 

Recommendation of improvements of Finnish 
Corporate Governance Code 2008 

 

 

According to Liljeblom et al. (2006), Finnish firms are one of the highly 

concentrated ones in the Europe with the family control owner type.  

General Company Law of 1966 designates the main corporate 

governance legislative framework in France. However, this Law has 

changed over time and adopted new laws under EU derivatives. Laws 

accepted in 2001, 2003 and 2005 (economic regulation law, law for 

financial securities and law of modernization of economy respectively) 
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aimed to improve the codes of “best practice”. The Vienot 1 and 2 reports 

and Bouton report are established by the French employers’ associations 

(MEDEF and AFEP) as a corporate governance codes framework which 

along with the Laws adopted in 2001, 2003 and 2005 aimed to enhance 

transparency and disclosure. However, overall French corporate 

governance codes do not differ very much from the rest European 

countries corporate governance codes.  

As most of the European countries France also tend to have highly 

concentrated ownership structure. Investors in French market show more 

interest towards the firms with good network connections, thinking that 

they can have advantage from that (Bollaert et al., 2011). Though studies 

of Carminatti-Marchand and Paquerot (2003) showed that networks might 

not act from the interests of the firm. Table (4) presents the corporate 

governance codes reforms in France. 
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Table 4 Corporate governance codes reforms in France 

French Corporate Governance Codes Reforms 

CODES AIM 

Vienot I (1995) 
1. Transparency for shareholders                            

 
2. Periodical revisions of the composition 

Vienot II (1999) 

1. Separation of chairman of the Board of Directors 
from the chief executive officer.        

 
 2. Creation of accounting and remuneration 

committees 

Promoting Better Corporate 
Governance in Listed 

Companies (2002) 

1. Ethics                                                                              
2. Transparency                                                              

3. Financial and monetary codes 

Corporate Governance of 
Listed Corporations (2003) 

1. Reclaim shareholders' rights                                                 
2. Putting more responsibility on the board                                     

3. Define remuneration practices 

Corporate Governance Code 
of Listed Corporations (2008) 

1. Transparency for shareholders                         
   2. Principles to improve management practices                                                                                                                                                                            

3. Enhance the confidence of investors 

Corporate Governance Code 
of Listed Corporations (2010) 

1. Recommendation of improvements of Corporate 
Governance Code of Listed Corporations 2008                                                         

2. Strengthening women representation in Board of 
Directors 
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4 METHODOLOGY 

 

This section highlights the process of hypothesis development, 

methodology of analysis and steps of data collection. 

 

4.1 Hypothesis development 

 

The main aim of the study is to detect and compare earnings management 

behavior by using accrual-based model in two countries – Finland and 

France.  

According to Transparency international ranking, Finland was among the 

first most transparent countries, whereas France is 22nd. Moreover, 

Finland has a better economical situation in many aspects: low inflation, 

higher GDP, less unemployment rate, higher salaries and life level. 

Consequently first base hypothesis will be the following: 

H1: French companies show more accrual-based earnings 

management than Finnish companies.  

To test the first hypothesis Jones (1991) model is used to calculate total 

accruals and residual approach method is used to find out discretionary 

accruals as a proxy for earnings management. 

The analyzed period of this paper includes the financial crisis of 2008, 

hence study is observed from the pre-crisis and the post-crisis periods’ 

points of view as well. The pre-crisis period includes years from 2003 to 

2008, the post-crisis period includes years from 2009 to 2012. Since the 

financial crisis strongly affected all countries in the world it is logical that 

most of the companies had weak performance during the post-crisis 

period and they were trying to raise more money for financing for 

investment purposes. Thus, many companies would try to show better 
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performance than it was in reality in order to attract more investors, 

consequently more financing. 

Therefore second hypotheses will be: 

H2: Firms show more income-enhancing earnings management 

during the post-crisis period than in the pre-crisis period in both 

analyzed countries. 

Many studies show the impact of ownership concentration on earnings 

management practices (Halioui and Jerbi, 2012; Abdoli, 2011; McConnell 

and Servaes, 1990; Shleifer and Vishny, 1997; Fan and Wong, 2002). It is 

understandable that managers in publicly owned companies with high 

ownership concentration have less opportunities and incentives for 

earnings management due to the fact that they are being monitored by a 

state and owners in a regular basis. In current study four types of 

ownership concentration are defined: 

 Moderately concentrated - A+ and B+ types, 

 Highly concentrated – C+ and D types. 

 This leads to a third hypothesis: 

H3: Companies with a highly concentrated ownership, meaning 

those who have ownership concentration types of C+ and D show 

better disclosure practices, than the companies with A+ and B+ 

ownership concentration types. 

 

 

4.2 Methodology 

 

There are many methods for earnings management to be detected. The 

most common method is the method of discretionary accruals, where 

discretionary accruals are used as a proxy for earnings management. 
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Usually total accruals are used as a beginning point to measure 

discretionary accruals. 

According to Dechow et al. (1995), the Jones (1991) model and the 

Modified Jones model are still the most common models to be used. The 

root of the original Jones model was the earlier studies of Healy (1985) 

and DeAngelo (1986), where total accruals were used as a substitute of 

non-discretionary accruals. The Jones model decreased the hypothesis of 

non-discretionary accruals being constant.  

Relying on previous studies total accruals can be calculated as following 

(Ahmed, 2009): 

       
                                      

       
           (4) 

Where 

TACi,t – Total accruals 

 CAi,t –change in current assets for firm i in year t, 

 CLi,t – change in current liabilities for firm i in time t, 

 Cashi,t – change in cash for firm i in year t, 

 STDi,t – change in short-term debt for firm i in year t, 

Depr – depreciation and amortization for firm i in year t, 

TAi,t-1 – one period lagged (t-1) total assets. 

Changes in current assets, current liabilities, cash and cash holdings, 

short-term debt are calculated as following: 
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                         (5) 

Where 

CAi,t – current assets for firm i in year t, 

CAi,t-1 – one period lagged (t-1) current assets, 

CLi,t – current liabilities for firm i in year t, 

CLi,t-1 – one period lagged (t-1) current liabilities, 

Cashi,t – cash and cash holdings for firm i in year t, 

Cashi,t-1 – one period lagged (t-1) cash and cash holdings, 

STDi,t  - short=term debt for firm i in year t, 

STDi,t-1 – one period lagged (t-1) short-term debt. 

Total accruals have two components: discretionary and non-discretionary 

accruals. According to the Jones model, it is possible to find one of the 

components if the other one is estimated, then the component to be 

determined can be obtained by subtracting the known component from the 

total accruals.  

Also in the Jones model non-discretionary accruals can be calculated by 

regressing total accruals on as changes in revenues and property, plant 

and equipment (both scaled by lagged total assets) and 1/TAi,t-1. 

                                            (6) 

Where 

 REVi,t – change in revenues for firm i in year t, 

PPEi,t – gross property, plant and equipment for firm i in year t, 

Change in revenues is calculated as following: 

                         (7) 
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Where 

REVi,t – revenues in for firm i in year t, 

REVi,t-1 – one period lagged (t-1) revenues. 

Later, in 1995, in their study Dechow et al. modified the original Jones 

model since the Jones model considers that revenues are non-

discretionary accruals and, if discretionary revenues cause earnings 

management, then the Jones model assumes that discretionary revenues 

should be separated from discretionary accruals, hence the value of 

discretionary accruals to be towards zero (Ahmed, 2009).  

Thus, Dechow et al. (1995) in their study suggested using credit sales as a 

source for earnings management by adjusting changes in revenues by 

subtracting the changes in accounts receivable, scaled by lagged total 

assets, since discretion could be exercised on receivables. 

Model is: 

                                                        (8) 

Where 

TACi,t – total accruals in year t for firm i, 

1/TAi,t-1 – one period lagged (t-1) total assets, 

 REVi,t – change in revenues in year t for firm i, 

 RECi,t – change in receivables in year t for firm i, 

PPEi,t – gross property, plant and equipment for firm i in year t. 

Change in receivables calculated as: 

                                                                      (9) 

Where 

RECi,t  - receivables in year t for firm i, 
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RECi,t-1 – one period lagged (t-1) receivables.  

In equation (8) the explained component (α1 (1/TAi,t-1) + α2( REVi,t – 

 RECi,t) + α3 PPEi,t) presents non-discretionary accruals. Following the 

Jones model logic then:  

                     (10) 

Where 

DAi,t – discretionary accruals, 

TACi,t – total accruals, 

NDAi,t – non-discretionary accruals. 

Papers like Warfield (1995) and Gabrielsen (2002) propose residual 

approach for earnings management estimation. So from equation (8) if 

explained part is called non-discretionary then εi,t is discretionary accrual 

part or residuals (Ahmed, 2009). 

In current study above-mentioned steps are used to detect earnings 

management in Finland and France. 

Following linear model components deal with discretionary accruals: 

                        
 
          (11) 

Where 

DAi,t – discretionary accruals scaled by lagged total assets, 

PRD – dummy variable, which identifies post-crisis period,  

Xk – other variables that have impact on discretionary accruals, 

ε – error term. 

According to the abovementioned model, 3 models are designed to test 

the earnings management in relevance with other variables that affect 

discretionary accruals.  
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3 dummy variables are introduced to test their effect on discretionary 

accruals. First dummy variable is period partitioning (PRD) dummy 

variable which divides data analysis into two sub-periods: pre-crisis, which 

gets omitted automatically according to the hypothesis, and post-crisis. 

Some studies reported that relevant to the industrial sector that certain 

firm belongs to also has impact on a quality of disclosed earnings. Hence, 

second dummy variable is industrial sector (IND) dummy variable. In test 

the variable gets values 1 if a firm belongs to a certain industry and 0 

otherwise. In case of current research four most common industrial sectors 

are chosen to be tested: 

1. Manufacturing, 

2. Wholesale and retail trade; repair of motor vehicles and 

motorcycles, 

3. Information and communication, 

4. Professional, scientific and technical activities. 

Third dummy variable that is used in analysis is ownership concentration 

(OWN) dummy variable, since it is known that highly concentrated 

companies compared with less concentrated ones have less incentives 

and opportunities for earnings management (since they are being 

monitored regularly by state and outside investors). The variable takes 

value 1 if the observation is from a specific ownership concentration and 0 

in other cases. For this study four types of ownership concentration are 

used: 

1. A+ -  less than 25% of shares is owned by one or more major 

shareholders, 

2. B+ - 25% of shares is owned by one or more major shareholders, 

3. C+ - more than 25% but less than 50% of shares belongs to one or 

more major shareholders, 

4. D – 50% and more of shares belong to one or more major 

shareholders. 
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For testing the magnitude of earnings management 3 models are run in 

terms of absolute values of discretionary accruals. Models have following 

structure: 

Model 1: 

                                                                         (12) 

Model 2: 

                                                                   (13) 

Model 3: 

                                                         (14) 

Where 

DAi,t – proxy of discretionary accruals estimated by modified Jones model, 

PRDi,t – the period partitioning dummy variable, 

INDi,t – industrial sector dummy variable, 

OWNi,t  - ownership concentration dummy variable. 

For testing impact of negative discretionary accruals (DA<0) and positive 

discretionary accruals (DA>0) on determinants of earnings management 

during whole period following regressions are run: 

                                                     

                                                                                       (15) 

 

                                                    

                                                                                      (16) 

Where 
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-DAi,t – proxy of negative discretionary accruals estimated by modified 

Jones model, 

DAi,t – proxy of positive discretionary accruals estimated by modified 

Jones model, 

CAPEXi,t – long-term capital investments scaled by lagged total assets, 

LEVERAGEi,t – leverage, 

PRDi,t – the period partitioning dummy variable, 

INDi,t – industrial sector dummy variable, 

OWNi,t  - ownership structure dummy variable. 

Also following regressions are run to find out the estimates between 

negative and positive discretionary accruals and the firm characteristics 

during the pre-crisis and the post-crisis time periods: 

                                                          (17) 

                                                           (18) 

Where 

-DAi,t – proxy of negative discretionary accruals estimated by modified 

Jones model, 

DAi,t – proxy of positive discretionary accruals estimated by modified 

Jones model, 

CAPEXi,t – long-term capital investments scaled by lagged total assets, 

LEVERAGEi,t – leverage, 

INDi,t – industrial sector dummy variable, 

OWNi,t  - ownership concentration dummy variable. 
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4.3 Data collection 

 

The data used in this study is composed of the financial statement and 

balance sheet figures for Finnish and French companies, levels of 

corporate governance in Finland and France, as well as the data about the 

ownership concentration in these countries.  

Time period covers 10 years – from 2003 till 2012 correspondingly. 

The data is collected using Amadeus database. All collected data is 

referred to the end of the fiscal year at December 31st. Only firms with the 

financial statements that are presented in compliance with International 

Financial Reporting Standards (IFRS) are chosen for the study. During the 

process of data collection several issues have been noticed. First of all, 

surprising lack of values in the data in Finnish and French companies’ 

financial statements. Thus the data was obtained only for those 

companies whose financial statement’s values were available during 

whole analyzed period. Banking and all financial firms were omitted since 

they have different accounting methodologies. Hence 70 Finnish and 100 

French companies are analyzed in this study.   

Annual time frequency is seen to be the most suitable for the analysis. In 

order to follow homogeneousness among parameters all cost indicators 

are expressed in EUR currency.  

The time period involves the financial crisis period of 2007-2008 as well. 

Thus, research also has been viewed from the point of view of the pre-

crisis (2003-2008) and the post-crisis (2009-2012) period. 

The following variables were obtained from the balance sheets for 

calculating total accruals: 

 CA(current assets),  

 CL (current liabilities),  



27 
 
 

 Cash (cash and cash equivalent), 

 Loans as measure of STD (short-term debt),  

 Depreciation and Amortization as Depr., 

 TA (total assets). 

Then for regressing the modified Jones model following variables were 

chosen from the balance sheet: 

 Sales for REV (revenues),  

 Debtors for REC (receivables), 

 Tangible fixed assets as PPE (property, plant and equipment), 

 Gearing as the measure of Leverage. 

In the figures below the average financial performance and size of 70 

Finnish and 100 French companies are shown from 2003 till 2012. The 

values of the figures are calculated averages for each year. 
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Figure 1 The average financial performance of Finnish companies in 

the period 2003-2012 

As it is seen from the figure (1) there is steady growth of all values during 

whole time period. However, it is obvious that TA (total assets as size 

measure) and REV (revenues as growth indicator) have slightly dropped in 

2009 showing lasting growth till the end of the analyzed period 2012. This 

pattern can be the result of the crisis in 2007-2008. 
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Figure 2 The average financial performance of French companies in 

the period 2003-2012 

 

Figure (2) emphasizes dramatic growth in the size in face of TA and stable 

growth of REV and PPE (property, plant and equity). Moreover there is big 

difference between sales and assets, which might mean that the most part 

of the assets are PPE. It is also noticeable that unlikely in Finnish values 

there is no decline in TA and REV.  

Further, for earnings management determinants following variables were 

selected: 

 Capital expenditure (CAPEX), 

 Leverage (in balance sheet presented as gearing), 

 Partitioning variables for time period, 
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 Industrial sectors dummy variable variables, 

 Ownership concentration types dummy variables. 

Table 5 presents the number of a firm-years according to industries in 

Finland and France. Should be notable that all chosen companies in both 

countries present their consolidated financial statements under IFRS 

during the chosen period.  

 

Table 5 Number of firms active in Finland and France during 2003-

2012 

Industrial sector  

Number of active firms 

2003-2012 

Finland France 

Admin.  and support  service activities 3 4 

Construction 2 2 

Human health and social work activities 1 1 

Information and Communication 18 29 

Manufacturing 32 32 

Professional, scientific and technical activities 3 9 

Transportation and storage  4 2 

Water supply; sewerage, waste management and 

remediation activities 1 0 

Wholesale and retail trade; repair of motor vehicles 

and motorcycles 

 6 12 

Accommodation and food service activities 0 4 

Arts, entertainment and recreation 0 1 

Electricity, gas, steam and air conditioning supply 0 4 

TOTAL 70 10 
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Table (5) shows that the biggest industrial sectors in Finland and France 

are: manufacturing, information and communication. Hence, for analysis 

following common industrial sectors are used: 

 Manufacturing, 

 Information and communication, 

 Wholesale and retail trade; repair of motor vehicles and motor 

cycles, 

 Professional, scientific and technical activities. 

Table (6) introduces the ownership concentration type of the companies 

from industrial sectors of the table (5) in Finland and France during 2003-

2012. 

 

Table 6 Ownership concentration types in Finland and France during 

2003-2012 

OWNERSHIP CONCENTRATION TYPE Finland France 

A+ 40 21 

B+ 17 34 

C+ 3 10 

D 10 35 

Total 70 100 

    

For the analysis four ownership concentration types that are most 

common in the both countries are chosen from the table (6): 

 A+, 
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 B+, 

 C+, 

 D. 

Excel software is used for hypothesis testing and running regressions. 
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5 EMPIRICAL RESULTS 

 

This section presents the descriptive statistics, estimated parameters of 

the models and determinants of earnings management in Finland and 

France. 

5.1 Descriptive analysis 

 

Table (7) reports the descriptive statistics for all variables in Finland and 

France during the whole period of the study and their difference-in-mean 

test statistics. All data points are divided with the one period lagged total 

assets (Ahmed, 2009).  
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Table 7 Descriptive statistics of financial variables used in regression 

analysis 

  FINLAND   FRANCE   
Finland-France  

 

 
Mean Median 

Std 
Dev 

 
Mean Median 

Std 
Dev 

 

Difference in mean 
(t-stat) 

          

CA 0.597 0.583 0.322 
 

0.629 0.604 0.309 
 

 
 

-0.033* 
(-1.994)

 

CL 0.377 0.343 0.210 
 

0.463 0.422 0.227 
 

-0.086* 
(-7.601) 

Cash 0.109 0.072 0.138 
 

0.158 0.118 0.163 
 

-0.049* 
(-6.354) 

STD 0.075 0.046 0.088 
 

0.079 0.055 0.080 
 

-0.005 
(-1.039) 

Depr 0.052 0.047 0.047 
 

0.043 0.034 0.041 
 

0.008* 
(3.584) 

REV 1.321 1.238 0.666 
 

1.248 1.129 0.705 
 

0.072* 
(2.052) 

REC 0.204 0.175 0.133 
 

0.283 0.240 0.189 
 

-0.079* 
(9.677) 

PPE 0.266 0.204 0.312   0.202 0.133 0.206   
0.064* 
(4.508) 

* significant at 5% level of significance 

 

It is obvious from the table that the French companies have significantly 

higher mean and median values of current assets (CA), current liabilities 

(CL), Cash and cash holdings (Cash), receivables (REC): 0.629, 0.463, 

0.158, 0.240 compared with 0.597, 0.377, 0.109, 0.204 respectively of the 

Finnish companies.  

Table (8) shows descriptive statistics of financial variables scaled by one 

period lagged total assets of Finnish companies during the pre-crisis 
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(2003-2008) and the post-crisis period (2009-2012) and their difference-in-

mean test statistics. 

 

Table 8 Descriptive statistics of financial variables of Finnish firms 

during pre-crisis and post-crisis period 

  Pre-crisis   Post-crisis   Pre-Post 

 

Mean Median 

Std 

Dev 

 

Mean Median Std Dev 

 

Difference in mean 

(t-stat) 

    

  

   

  

 

CA 0.624 0.612 0.302 

 

0.563 0.534 0.342 

 

0.061* 

(2.338) 

CL 0.381 0.348 0.210 

 

0.373 0.334 0.209 

 

0.008 

(0.523) 

Cash 0.105 0.071 0.109 

 

0.113 0.077 0.168 

 

-0.008 

(-0.679) 

STD 0.079 0.048 0.091 

 

0.070 0.042 0.085 

 

0.009 

(1.254) 

Depr 0.054 0.049 0.050 

 

0.048 0.040 0.043 

 

0.006 

(1.749) 

REV 1.399 1.327 0.733 

 

1.222 1.160 0.558 

 

0.177* 

(3.441) 

REC 0.214 0.185 0.132 

 

0.190 0.157 0.133 

 

0.024* 

(2.264) 

PPE 0.290 0.213 0.368   0.236 0.185 0.219   

0.054* 

(2.307) 

*significant in 5% level of significance 

 

From the table it is notable the decline in mean and median values of 

almost all variables. Significant decline is observed for the mean values of 

short-term debt (STD), Depreciation and amortization (Depr) and revenues 

(REV) during the post-crisis period. The negative change in STD 

decreases the proportion of total accruals. However, negative change in 

Depr increases the proportion of total accruals. This can explain that 
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companies in Finland use the negative change of Depr to inflate earnings 

during the post-crisis period maybe to show better performance.   

Table (9) examines descriptive statistics of financial variables scaled by 

one period lagged total assets of French companies during the pre-crisis 

(2003-2008) and the post-crisis period (2009-2012) and their difference-in-

mean test statistics. 

 

Table 9 Descriptive statistics of financial variables of French firms 

during pre-crisis and post-crisis period 

  Pre-crisis 

 

Post-crisis 

 

Pre-Post 

 

Mean Median 
Std 

Dev  
Mean Median 

Std 

Dev  

Difference in 

mean 

(t-stat) 

          

CA 0.670 0.634 0.340 

 

0.578 0.574 0.255 

 

0.092* 

(4.643) 

CL 0.491 0.448 0.246 

 

0.428 0.401 0.195 

 

0.063* 

(4.324) 

Cash 0.168 0.124 0.193 

 

0.146 0.110 0.113 

 

0.022* 

(2.132) 

STD 0.081 0.054 0.082 

 

0.077 0.057 0.078 

 

0.004 

(0.884) 

Depr 0.044 0.034 0.042 

 

0.043 0.034 0.040 

 

0.001 

(0.337) 

REV 1.313 1.185 0.745 

 

1.166 1.048 0.644 

 

0.147* 

(3.160) 

REC 0.307 0.270 0.202 

 

0.253 0.214 0.167 

 

0.054* 

(4.404) 

PPE 0.210 0.134 0.223 

 

0.192 0.131 0.183 

 

0.018 

(1.277) 

*significant at 5% level of significance 

 

Same mean value declining tendency from the pre-crisis to the post-crisis 

periods is visible for French companies: STD 0.081 and 0.077 for pre and 
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post-crisis periods respectively, Depr 0.044 and 0.043 for pre and post-

crisis periods respectively, REV 1.313 and 1.166 for pre and post-crisis 

periods accordingly. Hence, slightly low value of Depr can say that 

managers used this variable to inflate earnings during the post-crisis 

period.  

Table (10) presents the correlation of explanatory variables with total 

accruals (TAC) in Finland during the pre-crisis, the post-crisis and the total 

time period. Need to notice that changes in revenues ( REV) minus 

changes in receivables ( REC), and PPE are divided by one period 

lagged (t-1) total assets in order to avoid extremely small numbers.   

 

Table 10 Correlation of explanatory variables with dependent variable 

of total accruals in Finland 

  Pre-crisis Post-crisis Total period 

  TAC TAC TAC 

(1/TAt-1)** 0.040 0.086 0.056 

 REV- REC -0.127 0.164 -0.034 

PPE -0.137 -0.050 -0.102 

** (1/TAt-1) is multiplied by 1000000 

 

As it is visible from the abovementioned table one period lagged total 

assets, changes in revenues minus changes in receivables and property, 

plant and equipment do not have strong correlation during the pre and the 

post-crisis period – 4%, (-12,7%), (-13,7%) respectively during the pre-

crisis period, and 8%, 16,4% and (-5%) correspondingly in the post-crisis 

period. This can mean that there is no considerable change in accounting 

practices.  
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Table 11 Descriptive statistics of variables in regression in Finland 

during pre-crisis and post -crisis time period 

  Pre-Crisis   Post-Crisis   Pre-Post 

 

Mean Median 
Std 

Dev 

Std 

Error  
Mean Median 

Std 

Dev 

Std 

Error  

Difference 

in mean  

(t-stat) 

TAC -0.028 -0.041 0.193 0.010 

 

-0.045 -0.052 0.191 0.011 

 

 

0.017 

(1.114) 

(1/TAt-

1)** 0.201 0.025 0.449 0.024 

 

0.137 0.020 0.251 0.015 

 

0.064* 

(2.255) 

 REV-

 REC 0.129 0.078 0.481 0.026 

 

0.023 0.028 0.250 0.015 

 

0.106* 

(3.559) 

PPE 0.290 0.213 0.368 0.020   0.236 0.185 0.219 0.013   

0.054* 

(2.307) 

*significant at 5% level of significance 

** (1/Tat-1) is multiplied by 1000000 

 

Table (11) presents descriptive statistics of variables in regression in 

Finland during pre-crisis and post-crisis. In the table dependent variable is 

total accruals (TAC) and independent variables are – one period lagged 

total assets scaled to one ((1/TAt-1)*1000000), changes in revenues 

( REV) minus changes in receivables ( REC), property, plant and 

equipment (PPE). For not having outliers changes in revenues minus 

changes in receivables, property, plant and equipment are divided by one 

period lagged (t-1) total assets. 

Difference in mean values of pre-crisis and post-crisis period shows that 

all independent variables of regression are significant at 5% level of 
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significance – 2.255, 3.559, 2.307 for one period lagged total assets 

scaled to one, changes in revenues minus changes in receivables, 

property, plant and equipment respectively. 

Table (12) shows the correlation of explanatory variables with total 

accruals (TAC) in France during pre-crisis, post-crisis and total time 

period. Need to notice that changes in revenues ( REV) minus changes in 

receivables ( REC), and PPE are divided by one period lagged (t-1) total 

assets in order to avoid extremely small numbers.   

 

Table 12 Correlation of explanatory variables with dependent variable 

of total accruals in France 

** (1/Tat-1) is multiplied by 1000000 

 

From the table (12) is obvious that compared with Finnish case in France 

explanatory variables have stronger correlation with total accruals in the 

post-crisis period (10.7%, 49.1% and (-3.5%)) which can show the 

systematic accounting practices in the post-crisis period. 

Table (13) reports descriptive statistics of variables in regression in France 

during pre-crisis and post-crisis. For the abovementioned reason of not 

having outliers changes in revenues minus changes in receivables, 

 

Pre-crisis Post-crisis Total period 

 

TAC TAC TAC 

(1/TAt-1)** 0.056 0.107 0.113 

 REV- REC -0.120 0.491 0.143 

 

PPE -0.266 -0.035 -0.181 
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property, plant and equipment are divided by one period lagged (t-1) total 

assets. 

 

Table 13 Descriptive statistics of variables in regression in France 

during pre-crisis and post -crisis time period 

  Pre-Crisis   Post-Crisis   
Pre-
Post 

  
Mean Median 

Std 
Dev 

Std 
Error  

Mean Median 
Std 
Dev 

Std 
Error  

Difference 
in mean 
(t-stat) 

TAC -0.04 -0.034 0.11 0.005 
 

-0.04 -0.036 0.09 0.004 

 

0.002 
(0.317) 

(1/TAt-

1)** 11.77 4.101 20.6 0.920 
 

7.496 2.870 15.9 0.794 

 

4.278* 
(3.519) 

 REV-
 REC 0.120 0.073 0.27 0.012 

 
0.064 0.040 0.26 0.013 

 

0.056* 
(3.170) 

PPE 0.212 0.134 0.222 0.010   0.195 0.131 0.185 0.009   
0.017 

(1.249) 

*significant at 5% level of significance 

** (1/Tat-1) is multiplied by 1000000 

 

As the table (13) shows there is quite notable decline in mean values of 

explanatory variables in regression from the pre-crisis period to the post-

crisis period.  t-test indicates that only one period lagged total assets 

scaled to one, changes in revenues minus changes in receivables are 

significant at 5% level with the values of 3.519 and 3.170 accordingly. 

Comparably high level of standard deviation (20.578, 0.274 in pre-crisis 

period and 15.883, 0.256 in post-crisis period respectively) can say that 
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there are other unobserved characteristics affecting non-discretionary 

accruals. 

Figures (3) and (4) show mean and median discretionary accruals during 

the whole observed period in Finland and France. 

 

 

Figure 3 Mean and median discretionary accruals in Finland during 

2003-2012 

 

The results of the figure (3) show that there is no regular pattern of 

positive (income enhancing) or negative (income deflating) discretionary 

accruals. Though it is obvious that in the post-crisis period Finnish 

companies showed negative discretionary accruals, it is somehow 

surprising since firms would like to show better performance in order to 

attract new investors for example to raise financing. 
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Figure 4 Mean and median discretionary accruals in France during 

2003-2012 

 

Same income deflating tendency in the post-crisis period is viewed in 

France. In 2009 French companies have the biggest negative mean value 

of discretionary accruals. However, this can be due to the fact that 

companies show negative discretionary accruals (income decreasing) in 

order to smooth earnings or this can be the result of tax management. 

Nevertheless, there are still understandable points about the determinants 

of earnings management.  

 

5.2 Results of the models and determinants of earnings 

management 

 

In this section results of the pooled regression models and determinants of 

earnings management are presented.  
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First the results of the pooled regression models will be presented. The 

absolute values of discretionary accruals are used to measure the 

magnitude of earnings management under the chosen variables. This 

means that the absolute value of DA helps to identify how good is the 

quality of disclosed earnings, so the bigger the value of DA, the lower the 

quality of disclosed earnings (Ahmed, 2009). 3 linear regression models 

are run for this purpose. (Details of regressions can be found in Appendix 

III (1-6)). 
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Table 14 Estimation of linear regression models in Finland in terms 

of absolute discretionary accruals 

 
  Model 1 Model 2 Model 3 

PRD -0.001 -0.001 -0.001 

 
(-0.297)

§
 (-0.063) (-0.063) 

IND-MANUF 

 
0.013 0.018 

 

 
(0.899) (1.275) 

IND-WRT 

 
-0.008 0.007 

 

 
(-0.405) (0.343) 

IND-INF&COM 

 
0.041* 0.048* 

 

 
(2.623) (2.941) 

IND-SCI 

 
0.129 0.132 

 

 
(4.866) (4.954) 

OWN-A+ 

  
0.022 

 

  
(0.854) 

OWN-B+ 

  
0.003 

 

  
(0.119) 

OWN-C+ 

  
0.053 

 

  
(1.541) 

OWN-D 

  
0.052** 

 

  
(1.807) 

Intercept  
0.072 0.051 0.023 

 (10.801) (3.912) (0.820) 

N 
630 630 630 

Adj. R2 
-0.003 0.041 0.051 

§ Robust t-statistics are in parenthesis. 

*significant at 1% level of significance 

** significant at 10% level of significance 
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As it was already mentioned table (14) presents estimation of the linear 

regression models where discretionary accruals are used as a dependent 

variable. DAi,t is the discretionary accruals proxy measured as the 

modified Jones (1991) model (Ahmed, 2009). The partitioning dummy 

variable PRD gets the value of 0 if the test is in the pre-crisis period and 1 

if it is from the post-crisis period when more earnings management are 

expected. Industrial sectors presented by IND dummy variable and 

ownership concentration by OWN dummy variable takes value 1 if the 

companies belong to a particular industry or have the particular ownership 

concentration. 

None of the variables is significant as it is seen from the table (14). 

Intercept as a measure of mean value of the whole time period is positive 

and has the decreasing tendency 0.072, 0.051 and 0.023 respectively for 

Model 1, Model 2 and Model 3. The adjusted R2 are -0.003, 0.041, 0.051 

respectively for Model 1, Model 2 and Model 3. Growing tendency in the 

value indicates that the explanatory variables having more impact on the 

quality of disclosed earnings. The analysis of four chosen industrial 

sectors shows that wholesale and retail trade; repair of motor vehicles and 

motorcycles industry (IND-WRT) generally enters into earnings deflating 

practices (negative discretionary accruals) in Model 2, this can indicate 

that they try to stay away from paying high dividends to shareholders or 

high taxes. However, in Model 3 all chosen industrial sectors show more 

positive discretionary accruals which means that they are engaged in 

earnings enhancing practices and growing values report that in the post-

crisis period there are higher discretionary accruals, which means that 

quality of the reported earnings is lower. Nevertheless, there is only 

information and communication (IND-INFO&COM) industrial sector shows 

statistically significant proof that this industrial sector uses discretionary 

accruals (1%). Statistically not significant prove of the rest companies in 

chosen industrial sectors might mean that companies in these sectors 

show more transparent performance.  
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As regards to the effect of ownership concentration on discretionary 

accruals again there is no statistically significant prove of using 

discretionary accruals for showing better performance, except companies 

with D type (OWN-D) of ownership concentration (10%). From the positive 

values of discretionary accruals one can judge that companies with all 

most common types of ownership concentration are inflating earnings. 

This can be done in order to raise financing for investment.   
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Table 15 Estimation of linear regression models in France in terms of 

absolute discretionary accruals 

  Model 1 Model 2 Model 3 

PRD -0.010* -0.010* -0.010* 

 
(-3.411)

§ 
(-3.445) (-3.488) 

IND-MANUF 

 
0.015* 0.016* 

 
 

(3.668) (3.883) 

IND-WRT 

 
0.008 0.008 

 
 

(1.456) (1.455) 

IND-INF&COM 

 
0.008** 0.007** 

 
 

(1.888) (1.745) 

IND-SCI 

 
0.023 0.026 

 
 

(3.931) (4.411) 

OWN-A+ 

  
-0.068 

 
  

(-4.635) 

OWN-B+ 

  
-0.059 

 
  

(-4.059) 

OWN-C+ 

  
-0.069 

 
  

(-4.605) 

OWN-D 

  
-0.061 

 
  

(-4.178) 

Intercept  0.040 0.030 0.092 

 (20.353) (8.614) (6.159) 

N 900 900 900 

Adj. R2 0.011 0.030 0.053 

§ Robust t-statistics are in parenthesis. 

*significant at 1% level of significance 

**significant at 10% level of significance. 
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Table (15) shows that the partitioning variable (PRD) is significant at 1% 

level of significance and has negative value which means that in France 

companies are deflating earnings, probably in order to skip paying high 

dividends or taxes. Growing values of the adjusted R2 indicates the 

growing effect of the explanatory variables on discretionary accruals: 

0.011, 0.030, and 0.053 respectively for Model1, Model 2 and Model 3. 

Companies in all industrial sectors are showing positive discretionary 

accruals which means they enhance earnings. Variables of companies in 

manufacturing (IND-MANUF) and information and communication (IND-

INF&COM) have statistically significant results (1% and 10% accordingly). 

However, in Model 3 all variables of ownership concentration get negative 

values. This points out that in general French firms with certain ownership 

concentration deflate earnings. Nevertheless, there are no statistically 

significant values.  

Comparing Finnish and French companies it is visible that in both 

countries there are earnings management practices and they have same 

direction of discretionary accruals when analyzing companies in chosen 

industrial sectors. Finnish and French companies in all industrial sectors 

are more into income increasing process. One can assume that 

companies in Finland and France after the crisis are trying to recover and 

raise financing for an investment. Ownership concentration effect on 

discretionary accruals direction is different in Finland and France. If in 

Finland there are positive discretionary accruals (income enhancing), in 

France there are negative values, which can mean that French companies 

with certain ownership concentration are trying to avoid paying high 

dividends or taxes. 

After viewing the results of linear regression models there is one major 

issue raises: what are the determinants of earnings management? 

One main assumption is that in the post-crisis period most of the firms in 

both countries tried to find the way to receive financing for investments. 
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Tables (16) and (17) present the assessment of regression analysis 

between the positive and the negative discretionary accruals and the firm 

characteristics during the whole period in Finland and France. Details are 

presented in Appendix IV (1-4). 

CAPEX and leverage are scaled by lagged total assets. Partitioning 

dummy variable (PRD) takes value 1 if it is in the post-crisis period and 0 if 

it is in the pre-crisis period, Industrial sector dummy variables and 

ownership concentration dummy variables get the value 1 if they belong to 

specific industry or have specific ownership concentration. 
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Table 16 Determinants of positive and negative earnings 

management during whole period in Finland 

  DA<0 DA>0 

CAPEX 0.021 -0.075 

 
(1.013)

§
 (-1.343) 

LEVERAGE 0.026* -1.343 

 
(2.383) (-0.793) 

PRD -0.001 0.000 

 
(-0.091) (-0.014) 

IND-MANUF -0.012 0.012 

 
(-0.587) (0.571) 

IND-WRT 0.003 -0.006 

 
(0.089) (-0.180) 

IND-INF&COM -0.048* 0.029 

 
(-2.032) (1.209) 

IND-SCI -0.106* 0.128* 

 
(-2.851) (3.256) 

OWN-A+ -0.030 0.003 

 
(-0.902) (0.081) 

OWN-B+ -0.015 -0.014 

 
(-0.419) (-0.343) 

OWN-C+ -0.094 0.029 

 
(-1.942) (0.568) 

OWN-D -0.077* 0.026 

 
(-1.995) (0.589) 

Intercept  -0.035 0.059 

 
(-0.890) (1.296) 

N 314 316 

Adj. R2 0.065 0.028 

§Robust t-statistics are in parentheses. 

*significant at 5% level of significance. 
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Here, direct relationship between CAPEX and positive discretionary 

accruals is expected since companies try to get internal as well as external 

financing, hence they are engaged in income increasing process (Ahmed, 

2009). However, the table (16) shows the opposite relation: CAPEX has 

positive coefficient with the negative discretionary accruals (0.021) and 

negative coefficient with the positive discretionary accruals (-0.075). 

Many firms try to avoid showing losses and this can be sign of the fact that 

firms with higher leverage have more motivations for earnings 

management in order to show better performance for attracting new 

sources of financing ( DeGeorge, Patel and Zechhauser, 1999). 

Table (16) reports the positive and significant coefficient of the leverage 

with the negative discretionary accruals (0.026) and the magnitude of 

discretionary accruals declines with the relation of negative sign of the 

leverage coefficient (-1.343).  

Companies in manufacturing, information and communication and 

professional, scientific and technical activities industrial sectors have direct 

relation with the positive discretionary accruals (coefficients have positive 

sign).  

Firms having ownership concentration types A+, C+ and D also follow the 

same pattern of earnings enhancing relation with the positive signs with 

the coefficients 0.003, 0.029 and 0.026 respectively.  
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Table 17 Determinants of positive and negative earnings 

management during whole period in France 

  DA<0 DA>0 

CAPEX -0.047** -0.009 

 (-3.365) (-0.342) 

LEVERAGE 0.005* -0.001 

 (2.300) (-0.473) 

PRD -0.004 0.015** 

 (-1.067) (3.428) 

IND-MANUF -0.013* 0.015* 

 (-2.300) (2.304) 

IND-WRT -0.006 0.006 

 (-0.797) (0.768) 

IND-INF&COM -0.005 0.005 

 (-0.763) (0.690) 

IND-SCI -0.026 0.024** 

 (-3.235) (2.791) 

OWN-A+ 0.042* -0.116** 

 (2.415) (-4.426) 

OWN-B+ 0.037* -0.104** 

 (2.146) (-4.001) 

OWN-C+ 0.046** -0.114** 

 (2.587) (-4.277) 

OWN-D 0.037* -0.107** 

 (2.163) (-4.108) 

Intercept  -0.063** 0.129* 

 (-3.551) (4.808) 

N 460 440 

Adj. R2 0.055 0.068 

§Robust t-statistics are in parentheses. 

*significant at 5% level of significance. 

**significant at 1% level of significance. 
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Table (17) shows that there is again no direct relation between CAPEX 

and the positive discretionary accruals. During the whole period coefficient 

has negative sign.  Leverage and the positive discretionary accruals have 

coefficient with negative sign, which means they are in indirect relation. 

Positive earnings management strongly defined by all industrial sectors. 

This factor increased positive earnings management and decreased 

negative earnings management by having positive sign and negative sign 

accordingly of respective coefficients.  

Ownership concentration variables have the opposite impact on earnings 

management: negative sign with the positive discretionary accruals and 

positive sign with the negative ones. This can reduce the magnitude of 

discretionary accruals.  

Firms with the A+, C+, D type of ownership concentration show 5% 

significance level with the negative discretionary accruals, and 1% 

significance level with the positive ones, which is statistically quite strong. 

Positive sign of the partitioning variable (which is a measure of post-crisis 

dummy variable) and the positive discretionary accruals (0.015) proves 

that during the post-crisis period companies were more into earnings 

inflating process, moreover statistically it is significant at 1% level of 

significance.  

Tables (18) and (19) present the impact of earnings management 

determinants on negative and positive discretionary accruals in period-

specific regression analysis, meaning that they present this impact during 

the pre-crisis and the post-crisis period separately (Appendix V (1-8)). 

Again CAPEX is divided by one period lagged total assets in order to 

avoid outliers. Industrial sector and ownership concentration dummy 

variables have value 1 if the company belongs to specific industrial sector 

or has certain ownership concentration and 0 in the opposite case. 
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Table 18 Determinants of positive and negative earnings 

management during pre and post-crisis periods in Finland 

  Pre-crisis Post-crisis 

  DA<0 DA>0 DA<0 DA>0 

CAPEX 0.021 -0.079 0.182 -0.079 

 
(1.014) (-1.402) (0.959) (-0.765) 

LEVERAGE 0.016 -0.017** 0.029* 0.011 

 
(1.103) (-2.479) (1.731) (0.530) 

IND-MANUF 0.009 0.000 -0.026 0.032 

 
(0.329) (0.015) (-0.797) (0.704) 

IND-WRT 0.020 -0.017 -0.010 0.014 

 
(0.486) (-0.662) (-0.198) (0.200) 

IND-INF&COM -0.035 0.025 -0.061 0.037 

 
(-1.141) (1.201) (-1.613) (0.727) 

IND-SCI -0.147*** 0.069** -0.064 0.216** 

 
(-2.959) (2.112) (-1.103) (2.540) 

OWN-A+ -0.052 0.011 -0.018 -0.014 

 
(-1.207) (0.341) (-0.337) (-0.156) 

OWN-B+ -0.028 0.010 -0.005 -0.055 

 
(-0.602) (0.308) (-0.087) (-0.587) 

OWN-C+ -0.088 0.046 -0.078 0.005 

 
(-1.341) (1.132) (-1.037) (0.044) 

OWN-D -0.050 0.018 -0.113* 0.024 

 
(-0.987) (0.514) (-1.850) (0.245) 

Intercept  -0.032 0.067* -0.042 0.052 

 
(-0.624) (1.805) (-0.688) (0.519) 

N 169 181 145 135 

Adj. R2 0.069 0.072 0.062 0.007 

 §Robust t-statistics are in parentheses. 

*significant at 10% level of significance. 

**significant at 5% level of significance. 

***significant at 1% level of significance. 
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Table (18) shows that the only significant determinants of earnings 

management during the pre-crisis period are Leverage and companies in 

professional, scientific and technical activities industrial sector. Leverage 

has negative relationship with the positive (income-enhancing) 

discretionary accruals (-0.017). Companies that belong to professional, 

scientific and technical activities industrial sector have statistically 

significant and positive relationship with the positive earnings 

management (0.069). 

During the post-crisis period statistically significant determinants are – 

Leverage, professional, scientific and technical activities industrial sector 

dummy variable, and D type ownership concentration dummy variable. 

Leverage has positive sign with the income-deflating earnings 

management (0.029) though statistically is weak. Firms in professional, 

scientific and technical activities industrial sector have positive sign with 

the income-inflating earnings management (0.216) and firms with D type 

of ownership concentration has negative coefficient with the negative 

discretionary accruals during the post-crisis period. 

Table (19) shows determinants of positive and negative earnings 

management during the pre and the post-crisis periods in France.  

During the pre-crisis period CAPEX, Leverage, professional, scientific and 

technical activities industrial sector dummy variable and all ownership 

concentration dummy variables explain positive or negative discretionary 

accruals. 

CAPEX has negative connection (-0.052) with the income-decreasing 

earnings management and statistically is very strong (1% level of 

significance).  

Though Leverage has positive sign with the negative discretionary 

accruals (0.007), statistically it is weak (10% level of significance). 

Another statistically strong determinant is professional, scientific and 

technical activities industrial sector dummy variable: at 1% level of 
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significance negative relation with income-deflating earnings management 

(-0.034) and 5% level of significance with income-inflating earnings 

management (0.034).  

Except B+ type of ownership concentration dummy variable, all ownership 

concentration dummy variables are statistically significant at 5% level of 

significance and have positive connection with the negative discretionary 

accruals.  

In the post-crisis period statistically only significant determinants that can 

explain income-enhancing earnings management are manufacturing 

industrial sector dummy variable and all ownership concentration dummy 

variables with the negative relationship with the positive discretionary 

accruals. Coefficients are following: positive and with 5% level of 

significance manufacturing dummy variable with the value of 0.013, 1% 

level of significance for ownership concentration dummy variables with the 

values of -0.266, -0.259, -0.269 and -0.266 for A+, B+, C+ and D type of 

ownership concentration respectively. 
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Table 19 Determinants of positive and negative earnings 

management during pre and post-crisis periods in France 

  Pre-crisis Post-crisis 

  DA<0 DA>0 DA<0 DA>0 

CAPEX -0.052*** -0.008 -0.013 0.010 

 
(-3.078) (-0.211) (-0.363) (0.311) 

LEVERAGE 0.007* -0.004 0.004 0.001 

 
(1.889) (-0.916) (1.525) (0.361) 

IND-MANUF -0.012 0.015 -0.013* 0.013** 

 
(-1.412) (1.450) (-1.884) (2.128) 

IND-WRT -0.011 0.009 0.003 -0.001 

 
(-1.020) (0.727) (0.289) (-0.162) 

IND-INF&COM -0.003 0.001 -0.005 0.008 

 
(-0.364) (0.078) (-0.743) (1.183) 

IND-SCI -0.034*** 0.034** -0.014 0.012 

 
(-2.836) (2.444) (-1.415) (1.450) 

OWN-A+ 0.058** -0.043 0.025 -0.266*** 

 
(2.085) (-1.127) (1.277) (-9.127) 

OWN-B+ 0.053* -0.028 0.022 -0.259*** 

 
(1.902) (-0.746) (1.108) (-8.902) 

OWN-C+ 0.064** -0.037 0.028 -0.269*** 

 
(2.216) (-0.964) (1.389) (-9.099) 

OWN-D 0.057** -0.027 0.016 -0.266*** 

 
(2.044) (-0.723) (0.838) (-9.150) 

Intercept  -0.085*** 0.069* -0.049** 0.282*** 

 
(-2.962) (1.782) (-2.382) (9.568) 

N 249 251 211 189 

Adj. R2 0.059 0.012 0.022 0.310 

§Robust t-statistics are in parentheses. 

*significant at 10% level of significance. 

**significant at 5% level of significance. 

***significant at 1% level of significance. 
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6 CONCLUSIONS 

 

Many previous studies have tested the accrual-based earnings 

management practices of managers and have found that the motivations 

of managers to be engaged in earnings management practices can vary 

upon the market conditions. It is obvious that earnings management has 

impact on a business and parties related with the particular business, like 

shareholders, creditors who rely on the information provided by the 

managers through the reported earnings.  There are different patterns and 

incentives for managers to manipulate earnings. If generally it is accepted 

that phenomenon of earnings management is bad, there are certain cases 

when it is considered to be good, like income smoothing process in order 

to secure firms and investors from shock or future loses.  

Total accruals method of detecting earnings management, suggested by 

Jones (1991), is recognized to be the most effective one so far. 

Current study is conducted to find out if discretionary accruals play 

significant role while disclosing the reported performance and it also 

compares earnings management practices between Finnish and French 

firms.  

Results support the idea that companies in both countries have significant 

earnings management practices; however the difference in mean test 

shows that French companies have higher amount of average 

discretionary accruals than Finnish companies. Therefore, our hypothesis 

is supported.  

Since the chosen time period for the study (2003-2012) included the 

financial crisis of 2008, the study was conducted from the point of view of 

the impact of the financial crisis on earnings management implementation. 

So the total period was divided into two sub-periods: pre-crisis period and 

post-crisis period. 
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The comparison between the pre-crisis period and the post-crisis period in 

Finland and France showed an income deflating tendency in 2009, which 

is the beginning of the post-crisis period in both countries, though French 

companies have higher average mean value of discretionary accruals 

compared to Finnish companies.  

Linear regression models are run on absolute values of discretionary 

accruals in order to determine the magnitude of earnings management 

under the different variables. As it was mentioned before, high values of 

discretionary accruals show that the quality of disclosed earnings is low.  

Growing values of adjusted R2 in analysis indicate the growing impact of 

the chosen explanatory variables in both countries. In Finland, firms that 

belong to the chosen industrial sectors and ownership concentrations are 

engaged in income enhancing practices, which can be related with a 

willingness to maintain their reputation after the crisis and show better 

performance to attract investors.  The pattern was slightly different in the 

case of French companies. Here, companies that have chosen ownership 

concentration show negative values, meaning that they tend to avoid 

paying dividends or taxes. 

According to the above-mentioned results, hypothesis 2 is partially 

confirmed. Hypothesis 2 is confirmed in the case of Finnish companies 

and is rejected for French companies as they show income deflating 

tendency. 

Statistically weak significant coefficients are found from the regression 

analysis between negative and positive discretionary accruals and firm 

characteristics in Finland during the whole time period.  

French companies have statistically stronger significant coefficients 

(ownership concentration) in relation with the negative and the positive 

discretionary accruals. 

 The assessment of the earnings management determinants effect on the 

positive and the negative discretionary accruals during the pre-and post-

crisis periods separately reports that the hypothesis 3 is confirmed in 
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Finland.   Indeed firms with highly concentrated ownership (C+ and D 

types) show positive relation with the positive discretionary accruals 

(income-inflating) which means that managers in these firms show better 

performance for bonuses and other contractual compensation motives.   

However, the hypothesis 3 is rejected in the case of French companies. 

Here, companies with all the types of ownership concentration show 

decrease in the magnitude of positive discretionary accruals in the post-

crisis period and all variables are statistically significant at 1% level of 

significance.  

It can be notable that there is no consistent tendency of confirming or 

rejecting hypothesis that were suggested.  

 

6.1 Limitations and suggestions for future studies 

 

The obtained results of the current study can be influenced by limitations 

of conducted study. 

The main limitation is the significant reduction of the intended sample-size, 

due to missing values in the financial statements available in Amadeus 

database. 

In this study, companies that present their financial statements in 

compliance with IFRS were chosen. However, mandatory adoption of 

IFRS in EU occurred in 2005, hence companies that did not present their 

financial statements in accordance with IFRS during the chosen period 

(2003-2012) were also eliminated. This can be a research idea for future: 

to study the effect of IFRS adoption on disclosures.  

Inconsistency of the obtained results can be related with the difficulty to 

take into consideration all factors likely to affect those results, such as 

taxes for example. However, in the current study, tax effect on earnings 

management is not analyzed, which also can be a topic for future studies. 
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Another suggestion for future papers is to compare earnings management 

practices between all Scandinavian countries and all Western European 

countries. 
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                                                                                 APPENDIX I  

Definitions of comparative indicators 

 

Economic Growth* – Annual percentage growth rate of GDP at market 

prices based on constant local currency. GDP is the sum of gross value 

added by all resident producers in the economy plus any product taxes 

and minus any subsidies not included in the value of the products. It is 

calculated without making deductions for depreciation of fabricated assets 

or for depletion and degradation of natural resources. 

Competitiveness – The Global Competitiveness index is composed of 12 

pillars of competitiveness. The pillars are organized as followed: Basic 

requirements (Institutions, Infrastructure, Macroeconomic Stability, Health 

and Primary Education); Efficiency enhancers (Higher Education and 

Training, Goods Market Efficiency, Labor Market Efficiency, Financial 

Market Sophistication, Technological Readiness, Market Size), and 

Innovation and sophistication factors (Business Sophistication, 

Innovation). 

Number of Listed Companies – Listed domestic companies are the 

domestically incorporated companies listed on the country s stock 

exchanges at the end of the year. This indicator does not include 

investment companies, mutual funds, or other collective investment 

vehicles. 

Corporate Tax Rate – The highest statutory corporate tax rate at central 

government level. Rates are provided by KPMG member firms. 

Government Effectiveness Index – Government effectiveness captures 

perceptions of the quality of public services, the quality of the civil service 

and the degree of its independence from political pressures, the quality of 

policy formulation and implementation, and the credibility of the 

                                            
*All  definitions of comparative indicators are provided by World Bank 
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government s commitment to such policies. The indicator is based on a list 

of individual indicators. 

Control of Corruption – Control of Corruption assesses the likelihood of 

countering red tape, corrupt officials, and other groups. The indicator is 

based on a list of individual indicators. 

Investment Freedom Index – The Investment freedom index evaluates a 

variety of investment restrictions (burdensome bureaucracy, restrictions on 

land ownership, expropriation of investments without fair compensation, 

foreign exchange controls, capital control, security problems, a lack of 

basic investment infrastructure, etc.). Points are deducted from the ideal 

score of 100 for each of the restrictions found in a country’s investment 

regime.   
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APPENDIX II 1(2) 

Results of descriptive statistics of financial variables used in 

regression analyses Finland 

CA   CL   

    Mean 0.597 Mean 0.377 
Standard Error 0.013 Standard Error 0.008 
Median 0.583 Median 0.343 

Mode #N/A Mode #N/A 
Standard Deviation 0.322 Standard Deviation 0.210 
Sample Variance 0.104 Sample Variance 0.044 
Kurtosis 12.323 Kurtosis 14.691 
Skewness 2.172 Skewness 2.814 
Range 3.141 Range 2.063 
Minimum 0.053 Minimum 0.022 
Maximum 3.194 Maximum 2.085 
Sum 375.860 Sum 237.786 
Count 630.000 Count 630.000 
Confidence 
Level(95.0%) 0.025 

Confidence 
Level(95.0%) 0.016 

 

Cash    STD   

    Mean 0.109 Mean 0.075 
Standard Error 0.006 Standard Error 0.004 
Median 0.072 Median 0.046 
Mode #N/A Mode 0.000 
Standard Deviation 0.138 Standard Deviation 0.088 

Sample Variance 0.019 Sample Variance 0.008 
Kurtosis 46.650 Kurtosis 22.808 
Skewness 5.269 Skewness 3.437 
Range 1.629 Range 0.912 
Minimum 0.002 Minimum 0.000 
Maximum 1.631 Maximum 0.912 
Sum 68.487 Sum 47.051 
Count 630.000 Count 630.000 
Confidence 
Level(95.0%) 0.011 

Confidence 
Level(95.0%) 0.007 

 

Depr.   REV   

    Mean 0.052 Mean 1.321 
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Standard Error 0.002 Standard Error 0.027 
Median 0.047 Median 1.238 
Mode 0.000 Mode #N/A 
Standard Deviation 0.047 Standard Deviation 0.666 
Sample Variance 0.002 Sample Variance 0.444 
Kurtosis 23.743 Kurtosis 26.389 
Skewness 3.389 Skewness 2.632 
Range 0.494 Range 8.938 
Minimum 0.000 Minimum 0.000 

Maximum 0.494 Maximum 8.938 
Sum 32.527 Sum 831.919 
Count 630.000 Count 630.000 
Confidence 
Level(95.0%) 0.004 

Confidence 
Level(95.0%) 0.052 

 

REC   PPE   

    Mean 0.204 Mean 0.266 
Standard Error 0.005 Standard Error 0.012 

Median 0.175 Median 0.204 
Mode 0.000 Mode #N/A 
Standard Deviation 0.133 Standard Deviation 0.312 
Sample Variance 0.018 Sample Variance 0.097 
Kurtosis 3.563 Kurtosis 83.578 
Skewness 1.419 Skewness 6.631 
Range 1.064 Range 4.853 
Minimum 0.000 Minimum 0.000 
Maximum 1.064 Maximum 4.853 
Sum 128.356 Sum 167.577 
Count 630.000 Count 630.000 
Confidence 
Level(95.0%) 0.010 

Confidence 
Level(95.0%) 0.024 
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APPENDIX II 2(2) 

Results of descriptive statistics of financial variables used in 

regression analyses France 

CA   CL   

    Mean 0.629 Mean 0.463 
Standard Error 0.010 Standard Error 0.008 
Median 0.604 Median 0.422 

Mode #N/A Mode #N/A 
Standard Deviation 0.309 Standard Deviation 0.227 
Sample Variance 0.095 Sample Variance 0.051 
Kurtosis 19.207 Kurtosis 10.324 
Skewness 2.594 Skewness 2.177 
Range 3.766 Range 2.374 
Minimum 0.072 Minimum 0.065 
Maximum 3.838 Maximum 2.439 
Sum 566.460 Sum 416.817 
Count 900.000 Count 900.000 
Confidence 
Level(95.0%) 0.020 

Confidence 
Level(95.0%) 0.015 

 

CA   CL   

    Mean 0.629 Mean 0.463 
Standard Error 0.010 Standard Error 0.008 
Median 0.604 Median 0.422 
Mode #N/A Mode #N/A 
Standard Deviation 0.309 Standard Deviation 0.227 
Sample Variance 0.095 Sample Variance 0.051 

Kurtosis 19.207 Kurtosis 10.324 
Skewness 2.594 Skewness 2.177 
Range 3.766 Range 2.374 
Minimum 0.072 Minimum 0.065 
Maximum 3.838 Maximum 2.439 
Sum 566.460 Sum 416.817 
Count 900.000 Count 900.000 
Confidence 
Level(95.0%) 0.020 

Confidence 
Level(95.0%) 0.015 

 

Depr.   REV   

    Mean 0.043 Mean 1.248 
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Standard Error 0.001 Standard Error 0.023 
Median 0.034 Median 1.129 
Mode #N/A Mode #N/A 
Standard Deviation 0.041 Standard Deviation 0.705 
Sample Variance 0.002 Sample Variance 0.497 
Kurtosis 18.013 Kurtosis 6.717 
Skewness 3.633 Skewness 1.875 
Range 0.349 Range 6.459 
Minimum 0.000 Minimum 0.158 

Maximum 0.349 Maximum 6.617 
Sum 38.990 Sum 1122.965 
Count 900.000 Count 900.000 
Confidence 
Level(95.0%) 0.003 

Confidence 
Level(95.0%) 0.046 

 

REC   PPE   

    Mean 0.283 Mean 0.202 
Standard Error 0.006 Standard Error 0.007 

Median 0.240 Median 0.133 
Mode #N/A Mode #N/A 
Standard Deviation 0.189 Standard Deviation 0.206 
Sample Variance 0.036 Sample Variance 0.042 
Kurtosis 2.777 Kurtosis 8.304 
Skewness 1.452 Skewness 2.026 
Range 1.155 Range 1.971 
Minimum -0.012 Minimum 0.002 
Maximum 1.143 Maximum 1.973 
Sum 254.967 Sum 181.771 
Count 900.000 Count 900.000 
Confidence 
Level(95.0%) 0.012 

Confidence 
Level(95.0%) 0.013 
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APPENDIX III 1(6) 

Estimation of linear regression model 1 in terms of absolute 

discretionary accruals. Finland 

SUMMARY 
OUTPUT 

     

      Regression Statistics 
    Multiple R 0.002444 
    R Square 5.97E-06 
    Adjusted R 

Square -0.00318 
    Standard Error 0.125297 
    Observations 630 
    

      ANOVA 
       Df SS MS F Significance F 

Regression 2 5.89E-05 2.94E-05 0.003751 0.996255687 
Residual 628 9.859119 0.015699 

  Total 630 9.859178       

      

  Coefficients 
Standard 

Error t Stat P-value 
 Intercept 0.072339 0.006697 10.80113 4.63E-25 
 PRD -0.00062 0.010046 -0.06125 0.951181 
  

 

APPENDIX III 2(6) 

Estimation of linear regression model 2 in terms of absolute 

discretionary accruals. Finland 

SUMMARY 
OUTPUT 

     

      Regression Statistics 
    Multiple R 0.22337523 
    R Square 0.049896494 
    Adjusted R 

Square 0.040680921 
    Standard Error 0.12252184 
    Observations 630 
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ANOVA 
     

  Df SS MS F 
Significance 

F 

Regression 6 0.491938387 0.08199 6.554109 
1.00147E-

06 
Residual 624 9.367239123 0.015012 

  Total 630 9.85917751       

      

  Coefficients 
Standard 

Error t Stat P-value 
 Intercept 0.051104984 0.013065018 3.911589 0.000102 
 PRD -0.00061530 0.009823602 -0.06264 0.950077 
 IND-MANUF 0.012828656 0.014274311 0.898723 0.369147 
 IND-WRT -0.00840461 0.020727396 -0.40548 0.685261 
 IND-INF&COM 0.040998342 0.015629988 2.623056 0.008927 
 IND-SCI 0.129447929 0.026601082 4.866266 1.44E-06 
  

 

 

APPENDIX III 3(6) 

Estimation of linear regression model 3 in terms of absolute 

discretionary accruals. Finland 

SUMMARY 
OUTPUT 

     

      Regression Statistics 
    Multiple R 0.25783771 
    R Square 0.066480285 
    Adjusted R 

Square 0.051316289 
    Standard Error 0.121838977 
    Observations 630 
    

      ANOVA 
     

  Df SS MS F 
Significance 

F 

Regression 10 0.655440927 0.065544 4.905898 
7.61059E-

07 

Residual 620 9.203736583 0.014845 
  Total 630 9.85917751       
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  Coefficients 
Standard 

Error t Stat P-value 
 Intercept 0.023439396 0.028589004 0.819875 0.412603 
 PRD -0.00061530 0.009768851 -0.06299 0.949798 
 IND-MANUF 0.018357334 0.01439828 1.274967 0.202798 
 IND-WRT 0.00737994 0.021516016 0.342998 0.731717 
 IND-INF&COM 0.048071778 0.016344627 2.941136 0.003392 
 IND-SCI 0.131568204 0.026560206 4.953584 9.41E-07 
 OWN-A+ 0.021643064 0.025334951 0.854277 0.393282 
 OWN-B+ 0.003178517 0.026806013 0.118575 0.905651 
 OWN-C+ 0.052770585 0.034236682 1.541346 0.123743 
 OWN-D 0.05181436 0.028681125 1.806567 0.071315 
  

 

 

APPENDIX III 4(6) 

Estimation of linear regression model 1 in terms of absolute 

discretionary accruals. France 

SUMMARY 
OUTPUT 

     

      Regression Statistics 
    Multiple R 0.11311236 
    R Square 0.01279441 
    Adjusted R 

Square 0.01058148 
    Standard Error 0.04364762 
    Observations 900 
    

      ANOVA 
     

  Df SS MS F 
Significance 

F 

Regression 2.00000000 0.02217226 0.01108613 11.63828083 0.00001023 
Residual 898 1.71079329 0.00190512 

  Total 900 1.73296555       

      

  Coefficients 
Standard 

Error t Stat P-value 
 Intercept 0.03972803 0.00195198 20.35267373 0.00000000 
 PRD -0.0099887 0.00292797 -3.41149246 0.00067492 
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APPENDIX III 5(6) 

Estimation of linear regression model 2 in terms of absolute 

discretionary accruals. France 

SUMMARY 
OUTPUT 

     

      Regression Statistics 
    Multiple R 0.18988218 
    R Square 0.03605524 
    Adjusted R 

Square 0.02954548 
    Standard Error 0.04322672 
    Observations 900 
    

      ANOVA 
     

  Df SS MS F 
Significance 

F 

Regression 6 0.06248249 0.01041375 6.68780760 0.00000061 

Residual 894 1.67048306 0.00186855 
  Total 900 1.73296555       

      

  Coefficients 
Standard 

Error t Stat P-value 
 Intercept 0.02989198 0.00347012 8.61409457 0.00000000 
 PRD -0.0099887 0.00289974 -3.4447105 0.00059826 
 IND-MANUF 0.01525870 0.00415949 3.66840451 0.00025850 
 IND-WRT 0.00766063 0.00526139 1.45600825 0.14574142 
 IND-INF&COM 0.00790738 0.00418808 1.88806653 0.05934061 
 IND-SCI 0.02273367 0.00578354 3.93075375 0.00009122 
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APPENDIX III 6(6) 

Estimation of linear regression model 3 in terms of absolute 

discretionary accruals. France 

SUMMARY 
OUTPUT 

     

      Regression Statistics 
    Multiple R 0.252590155 
    R Square 0.063801787 
    Adjusted R 

Square 0.053211018 
    Standard Error 0.042695673 
    Observations 900 
    

      ANOVA 
     

  Df SS MS F 
Significance 

F 

Regression 10 0.110566298 0.01105663 6.73926493 
3.62963E-

10 

Residual 890 1.622399251 0.00182292 
  Total 900 1.732965549       

      

  Coefficients 
Standard 

Error t Stat P-value 
 Intercept 0.091758087 0.014897533 6.15928066 1.1053E-09 
 PRD -0.00998875 0.002864113 -3.4875556 0.00051132 
 IND-MANUF 0.016104595 0.004147677 3.88279842 0.0001109 
 IND-WRT 0.007598441 0.005222776 1.45486645 0.14605883 
 IND-INF&COM 0.007354459 0.004215376 1.74467454 0.08138669 
 IND-SCI 0.025746848 0.005837032 4.41094891 1.1551E-05 
 OWN-A+ -0.06833185 0.014743162 -4.6348164 4.1065E-06 
 OWN-B+ -0.05934208 0.014620054 -4.0589510 5.3629E-05 
 OWN-C+ -0.06936364 0.015062429 -4.6050764 4.7235E-06 
 OWN-D -0.06126918 0.014665314 -4.1778292 3.2331E-05 
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APPENDIX IV 1(4) 

Determinants of positive and negative earnings management during 

whole period in Finland 

SUMMARY 
OUTPUT 
DA>0 

     

      Regression Statistics 
    Multiple R 0.2548124 
    R Square 0.0649293 
    Adjusted R 

Square 0.0278051 
    Standard Error 0.1239624 
    Observations 316 
    

      ANOVA 
       Df SS MS F Significance F 

Regression 12 0.324377415 0.02703 1.91901 0.031724843 

Residual 304 4.671472586 0.01536 
  Total 316 4.995850001       

      

  Coefficients 
Standard 

Error t Stat P-value 
 Intercept 0.0591211 0.045608305 1.29628 0.19586 
 CAPEX -0.0745192 0.055498101 -1.3427 0.18035 
 LEVERAGE -1.3427352 0.00858557 -0.7928 0.42846 
 PRD -0.0002021 0.014164404 -0.0142 0.98862 
 IND-MANUF 0.0121087 0.021222894 0.57055 0.56872 
 IND-WRT -0.0056542 0.031355283 -0.1803 0.85701 
 IND-INF&COM 0.0293096 0.024251192 1.20858 0.22776 
 IND-SCI 0.1283500 0.039421364 3.25585 0.00125 
 OWN-A+ 0.0032175 0.039739693 0.08096 0.93552 
 OWN-B+ -0.0143392 0.041801944 -0.3430 0.73181 
 OWN-C+ 0.0286386 0.050393026 0.56830 0.57024 
 OWN-D 0.0257632 0.043760393 0.58873 0.55647 
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APPENDIX IV 2(4) 

Determinants of positive and negative earnings management during 

whole period in Finland 

SUMMARY 
OUTPUT 
DA<0 

     

      Regression Statistics 
    Multiple R 0.31750665 
    R Square 0.10081047 
    Adjusted R 

Square 0.06474727 
    Standard Error 0.12033374 
    Observations 314 
    

      ANOVA 
       Df SS MS F Significance F 

Regression 12 0.490271025 0.04085 3.078 0.00040273 

Residual 302 4.373023509 0.01448 
  Total 314 4.863294534       

      

  Coefficients 
Standard 

Error t Stat P-value 
 Intercept -0.0354015 0.039775182 -0.8900 0.37415 
 CAPEX 0.0208799 0.020619873 1.01261 0.31205 
 LEVERAGE 0.0256353 0.010757231 2.38307 0.01778 
 PRD -0.0012555 0.013753918 -0.0912 0.92732 
 IND-MANUF -0.0119493 0.02033985 -0.5874 0.55731 
 IND-WRT 0.0027516 0.031018171 0.08871 0.92937 
 IND-INF&COM -0.0481128 0.023675928 -2.0321 0.04301 
 IND-SCI -0.106345 0.037299396 -2.8511 0.00465 
 OWN-A+ -0.0300087 0.033285469 -0.9015 0.36801 
 OWN-B+ -0.014831 0.03539408 -0.4190 0.67549 
 OWN-C+ -0.0938373 0.048312395 -1.9423 0.05303 
 OWN-D -0.0773643 0.0387824 -1.9948 0.04696 
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APPENDIX IV 3(4) 

Determinants of positive and negative earnings management during 

whole period in France 

SUMMARY 
OUTPUT 
DA>0 

     

      Regression Statistics 
    Multiple R 0.306786317 
    R Square 0.094117844 
    Adjusted R 

Square 0.068499378 
    Standard Error 0.044390976 
    Observations 440 
    

      ANOVA 
     

  Df SS MS F 
Significance 

F 

Regression 12 0.087626089 0.007302 4.042512 
5.73696E-

06 
Residual 428 0.843399157 0.001971 

  Total 440 0.931025246       

      

  Coefficients 
Standard 

Error t Stat P-value 
 Intercept 0.128604651 0.026747747 4.808055 2.11E-06 
 CAPEX -0.00897325 0.026270783 -0.34157 0.732844 
 LEVERAGE -0.00114132 0.002414516 -0.47269 0.636672 
 PRD 0.014703398 0.004289223 3.427987 0.000667 
 IND-MANUF 0.014922315 0.006477046 2.303877 0.021708 
 IND-WRT 0.006185673 0.008059087 0.76754 0.443184 
 IND-INF&COM 0.004609095 0.006682285 0.689748 0.490726 
 IND-SCI 0.024211772 0.00867562 2.790783 0.005493 
 OWN-A+ -0.11625512 0.026267132 -4.42588 1.22E-05 
 OWN-B+ -0.10443279 0.026104602 -4.00055 7.45E-05 
 OWN-C+ -0.11414706 0.026690107 -4.27676 2.34E-05 
 OWN-D -0.10743784 0.026150724 -4.10841 4.77E-05 
  

 

 

 



81 
 
 

APPENDIX IV 4(4) 

Determinants of positive and negative earnings management during 

whole period in France 

SUMMARY 
OUTPUT 
DA<0 

     

      Regression Statistics 
    Multiple R 0.282689155 
    R Square 0.079913158 
    Adjusted R 

Square 0.055089597 
    Standard Error 0.040569199 
    Observations 460 
    

      ANOVA 
     

  Df SS MS F 
Significance 

F 

Regression 12 0.064041332 0.005337 3.537324 
4.89917E-

05 
Residual 448 0.737345237 0.001646 

  Total 460 0.801386569       

      

  Coefficients 
Standard 

Error t Stat P-value 
 Intercept -0.06349182 0.017880629 -3.55087 0.000425 
 CAPEX -0.04682931 0.013917343 -3.36482 0.000832 
 LEVERAGE 0.0052547 0.002284622 2.300031 0.021905 
 PRD -0.00409048 0.00383446 -1.06677 0.286651 
 IND-MANUF -0.01327011 0.005770391 -2.29969 0.021925 
 IND-WRT -0.00573637 0.00719728 -0.79702 0.425861 
 IND-INF&COM -0.00457545 0.005995846 -0.7631 0.445803 
 IND-SCI -0.02573987 0.007955713 -3.2354 0.001305 
 OWN-A+ 0.041869844 0.017340534 2.414565 0.016154 
 OWN-B+ 0.036828682 0.017159258 2.146286 0.032387 
 OWN-C+ 0.046041829 0.017798025 2.586907 0.009998 
 OWN-D 0.037326205 0.017253929 2.163345 0.031043 
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APPENDIX V 1(8) 

Determinants of positive and negative earnings management during 

pre and post-crisis periods in Finland 

SUMMARY 
OUTPUT 
PRE-CRISIS  
DA<0 

     

      Regression Statistics 
    Multiple R 0.353201 
    R Square 0.124751 
    Adjusted R 

Square 0.069356 
    Standard Error 0.112492 
    Observations 169 
    

      ANOVA 
       Df SS MS F Significance F 

Regression 10 0.284978 0.028498 2.25201 0.017411727 
Residual 158 1.999395 0.012654 

  Total 168 2.284373       

      

  Coefficients 
Standard 

Error t Stat P-value 
 Intercept -0.03208 0.051419 -0.62394 0.533566 
 CAPEX 0.020546 0.020269 1.01369 0.312281 
 LEVERAGE 0.01635 0.014826 1.102817 0.271784 
 IND-MANUF 0.008815 0.026815 0.328748 0.742782 
 IND-WRT 0.019714 0.040525 0.48648 0.627301 
 IND-INF&COM -0.03466 0.03037 -1.14135 0.255451 
 IND-SCI -0.14661 0.049551 -2.95884 0.003563 
 OWN-A+ -0.05249 0.043479 -1.20723 0.229146 
 OWN-B+ -0.02769 0.045992 -0.6021 0.547973 
 OWN-C+ -0.08759 0.065316 -1.34107 0.181823 
 OWN-D -0.04956 0.050224 -0.9867 0.325298 
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APPENDIX V 2(8) 

Determinants of positive and negative earnings management during 

pre and post-crisis periods in Finland 

SUMMARY 
OUTPUT 
PRE –CRISIS 
DA>0 

     

      Regression Statistics 
    Multiple R 0.351946589 
    R Square 0.123866401 
    Adjusted R 

Square 0.072329131 
    Standard Error 0.078260036 
    Observations 181 
    

      ANOVA 
     

  Df SS MS F 
Significance 

F 

Regression 10 0.147201485 0.01472 2.403433 0.010745412 
Residual 170 1.041187643 0.006125 

  Total 180 1.188389128       

      

  Coefficients 
Standard 

Error t Stat P-value 
 Intercept 0.067334957 0.037310916 1.804699 0.072892 
 CAPEX -0.07917656 0.056455175 -1.40247 0.162599 
 LEVERAGE -0.01681432 0.006781556 -2.47942 0.014134 
 IND-MANUF 0.000277157 0.017953073 0.015438 0.987701 
 IND-WRT -0.01712136 0.025845559 -0.66245 0.508581 
 IND-INF&COM 0.024870513 0.020712566 1.200745 0.23152 
 IND-SCI 0.06876911 0.032564698 2.111769 0.036168 
 OWN-A+ 0.010933862 0.032047555 0.341176 0.733392 
 OWN-B+ 0.010366441 0.033647194 0.308092 0.758389 
 OWN-C+ 0.046184905 0.040809885 1.131709 0.259351 
 OWN-D 0.018274727 0.035573747 0.513714 0.608119 
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APPENDIX V 3(8) 

Determinants of positive and negative earnings management during 

pre and post-crisis periods in Finland 

SUMMARY 
OUTPUT 
POST-CRISIS  
DA<0 

     

      Regression Statistics 
    Multiple R 0.356027735 
    R Square 0.126755748 
    Adjusted R 

Square 0.061588267 
    Standard Error 0.129628974 
    Observations 145 
    

      ANOVA 
     

  Df SS MS F 
Significance 

F 

Regression 10 0.326844284 0.032684 1.945077 0.044319508 
Residual 134 2.251691909 0.016804 

  Total 144 2.578536194       

      

  Coefficients 
Standard 

Error t Stat P-value 
 Intercept -0.04224680 0.06143036 -0.68772 0.492819 
 CAPEX 0.18238862 0.190199924 0.958931 0.33932 
 LEVERAGE 0.028704142 0.016585867 1.730639 0.085818 
 IND-MANUF -0.02559144 0.032114549 -0.79688 0.42693 
 IND-WRT -0.00958179 0.048370148 -0.19809 0.843272 
 IND-INF&COM -0.06111945 0.037890705 -1.61305 0.109087 
 IND-SCI -0.06422099 0.058245521 -1.10259 0.272181 
 OWN-A+ -0.01776843 0.05265329 -0.33746 0.736297 
 OWN-B+ -0.00481497 0.055527144 -0.08671 0.931028 
 OWN-C+ -0.07784066 0.075060559 -1.03704 0.301586 
 OWN-D -0.11306542 0.061106385 -1.8503 0.066472 
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APPENDIX V 4(8) 

Determinants of positive and negative earnings management during 

pre and post-crisis periods in Finland 

SUMMARY 
OUTPUT 
POST-CRISIS  
DA>0 

     

      Regression Statistics 
    Multiple R 0.285034437 
    R Square 0.08124463 
    Adjusted R 

Square 0.007151455 
    Standard Error 0.167958757 
    Observations 135 
    

      ANOVA 
     

  Df SS MS F 
Significance 

F 

Regression 10 0.309329804 0.030933 1.09652 0.370032156 
Residual 124 3.498057876 0.02821 

  Total 134 3.80738768       

      

  Coefficients 
Standard 

Error t Stat P-value 
 Intercept 0.052060732 0.100283438 0.519136 0.604591 
 CAPEX -0.07920503 0.103483794 -0.76539 0.445496 
 LEVERAGE 0.010614424 0.020037383 0.529731 0.597246 
 IND-MANUF 0.031921745 0.045318545 0.704386 0.482513 
 IND-WRT 0.013660163 0.068437048 0.199602 0.842119 
 IND-INF&COM 0.036777316 0.050562253 0.727367 0.468372 
 IND-SCI 0.216341099 0.08516685 2.540203 0.012314 
 OWN-A+ -0.01389383 0.088905697 -0.15628 0.87607 
 OWN-B+ -0.05484174 0.093445273 -0.58689 0.558347 
 OWN-C+ 0.005003492 0.113760342 0.043983 0.964989 
 OWN-D 0.023700994 0.096567909 0.245433 0.806527 
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APPENDIX V 5(8) 

Determinants of positive and negative earnings management during 

pre and post-crisis periods in France 

SUMMARY 
OUTPUT 
PRE- CRISIS DA<0 

     

      Regression Statistics 
    Multiple R 0.311132135 
    R Square 0.096803206 
    Adjusted R 

Square 0.058853761 
    Standard Error 0.046556183 
    Observations 249 
    

      ANOVA 
     

  Df SS MS F 
Significance 

F 

Regression 10 0.055289038 0.005529 2.550846 0.00608405 
Residual 238 0.515859797 0.002167 

  Total 248 0.571148835       

      

  Coefficients 
Standard 

Error t Stat P-value 
 Intercept -0.08496129 0.028679545 -2.96244 0.003362 
 CAPEX -0.05208111 0.016921928 -3.07773 0.00233 
 LEVERAGE 0.006634333 0.003511259 1.889446 0.060048 
 IND-MANUF -0.01244380 0.008814626 -1.41172 0.159338 
 IND-WRT -0.01115245 0.010932201 -1.02015 0.308695 
 IND-INF&COM -0.00336046 0.009229811 -0.36409 0.716116 
 IND-SCI -0.03389091 0.011950167 -2.83602 0.004961 
 OWN-A+ 0.058419212 0.02802139 2.084808 0.038153 
 OWN-B+ 0.052888536 0.027810044 1.901778 0.058408 
 OWN-C+ 0.063882217 0.028824078 2.21628 0.027619 
 OWN-D 0.057147202 0.02795647 2.044149 0.04204 
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APPENDIX V 6(8) 

Determinants of positive and negative earnings management during 

pre and post-crisis periods in France 

SUMMARY 
OUTPUT 
PRE-CRISIS  
DA>0 

     

      Regression Statistics 
    Multiple R 0.226999 
    R Square 0.051529 
    Adjusted R 

Square 0.012009 
    Standard Error 0.051981 
    Observations 251 
    

      ANOVA 
     

  df SS MS F 
Significanc

e F 

Regression 10 0.035231 0.003523 1.303874 0.2289355 
Residual 240 0.648488 0.002702 

  Total 250 0.683719       

      

  
Coefficient

s 
Standard 

Error t Stat P-value 
 Intercept 0.068585 0.038496 1.781607 0.076078 
 CAPEX -0.00786 0.037151 -0.21145 0.832714 
 LEVERAGE -0.00361 0.003943 -0.91574 0.360721 
 IND-MANUF 0.014988 0.010339 1.449727 0.14844 
 IND-WRT 0.009361 0.012876 0.727037 0.467912 
 IND-INF&COM 0.000828 0.010651 0.077698 0.938133 
 IND-SCI 0.034071 0.013941 2.443954 0.015248 
 OWN-A+ -0.04271 0.037889 -1.12738 0.26071 
 OWN-B+ -0.02802 0.037546 -0.7462 0.456279 
 OWN-C+ -0.0371 0.038481 -0.96414 0.335948 
 OWN-D -0.02721 0.037624 -0.72324 0.47024 
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APPENDIX V 7(8)  

Determinants of positive and negative earnings management during 

pre and post-crisis periods in France 

SUMMARY 
OUTPUT 
POST-CRISIS 
DA<0 

     

      Regression Statistics 
    Multiple R 0.262532909 
    R Square 0.068923529 
    Adjusted R 

Square 0.022369705 
    Standard Error 0.032529637 
    Observations 211 
    

      ANOVA 
     

  df SS MS F 
Significance 

F 

Regression 10 0.01566645 0.001567 1.480513 0.148731008 
Residual 200 0.21163546 0.001058 

  Total 210 0.227301909       

      

  Coefficients 
Standard 

Error t Stat P-value 
 Intercept -0.04863253 0.020414859 -2.38221 0.018146 
 CAPEX -0.01342179 0.0370232 -0.36252 0.717343 
 LEVERAGE 0.004230763 0.00277455 1.524847 0.128877 
 IND-MANUF -0.01328678 0.007051719 -1.88419 0.06099 
 IND-WRT 0.002571496 0.008903557 0.288817 0.773021 
 IND-INF&COM -0.00541932 0.007293628 -0.74302 0.458341 
 IND-SCI -0.01408597 0.009956982 -1.41468 0.158717 
 OWN-A+ 0.025245418 0.019775872 1.276577 0.203232 
 OWN-B+ 0.021597562 0.019496366 1.107774 0.26929 
 OWN-C+ 0.028117085 0.020239905 1.389191 0.16632 
 OWN-D 0.016436783 0.019608315 0.838256 0.402888 
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APPENDIX V 8(8) 

Determinants of positive and negative earnings management during 

pre and post-crisis periods in France 

SUMMARY 
OUTPUT 
POST-CRISIS  
DA>0 

    

      Regression Statistics 
    Multiple R 0.589027 
    R Square 0.346953 
    Adjusted R 

Square 0.310265 
    Standard Error 0.028581 
    Observations 189 
    

      ANOVA 
     

  df SS MS F 
Significance 

F 

Regression 10 0.07725 0.007725 9.456857 1.56141E-12 
Residual 178 0.145402 0.000817 

  Total 188 0.222652       

      

  Coefficients 
Standard 

Error t Stat P-value 
 Intercept 0.282082 0.029481 9.568092 9.26E-18 
 CAPEX 0.00958 0.030791 0.311137 0.75606 
 LEVERAGE 0.000814 0.002258 0.360657 0.718784 
 IND-MANUF 0.013157 0.006182 2.128371 0.034682 
 IND-WRT -0.00125 0.007746 -0.16156 0.871838 
 IND-INF&COM 0.007591 0.006419 1.182719 0.238498 
 IND-SCI 0.011879 0.008193 1.449843 0.148862 
 OWN-A+ -0.26614 0.029159 -9.12693 1.52E-16 
 OWN-B+ -0.25873 0.029065 -8.90179 6.22E-16 
 OWN-C+ -0.2693 0.029596 -9.09921 1.81E-16 
 OWN-D -0.2663 0.029103 -9.15035 1.31E-16 
  

 

 

 


