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a AW S5 o e @AY LRl dgas of o
A e REIL agald Y 533 Cpetliall (10 desane
Sy Auassll agallias aady A JEl, )l
(Abdoli, 2011; Halioui & #l¥! 5)la) dusjles ) 525
S ASL S5 Jaedd sSs of wdsy 1A ¢(Jerbi, 2012
¥ 51 dples ke e

G =LY Bl Aleny (daall aaay lay L ks
Cisan ) a5 3 (uladll aaa 30l of g5 bl
285 cudaall e linel o JlaiYly Gawsily sl JSLia
SHEY osn Gldll oo pudadll B3 (e I8y o5
AN A saly bl Wall slay) e o)
@AY bl dgas Wi .(Jensen,1993; Yermack,1996)
o bl B gl ) sax 8 aaall saly of @i
By Y el Adlad sy udaall eliaed
ST U8y 5y Jallys Well 330 elmed e Gulaal
(Yu, 2008; Habbash, ¥l 8l dujles e aall e
sl 13g) ()5S of @i 13 ¢(2010; Al-Ghamadi, 2012
WY 5l Ll Llee e i

2£) Oafiiead) B (ulaa plas] s -2
Oodae sloael aaey Afiae ADWELY) il 1(Cmdids
sl Lege Slle (Cliiadl) cpianll e sy
b e JE A Jalsall aal ljliel Gulal
plall e paladdl aeludy GuSllally )l0Y) n mlladll
e 2l (8 L) @l (ulSasly S5 (ALY o5
aaall & el 1 Hlasiad 5 as =LY sl dles
oo al 4 alay A GlSs Al cluball e
(Marra et al.,2011; Chen s e 7 )¥) 5))3) djlae
S Al s W cluhall ey ollia Jilaall «(et al., 2015
(Abed 7Y 8)a) Al (e 2all & Aflaal AN 13
(et al., 2012; Swastika, 2013; Al- Thuneibat et al., 2016
Alee ddee o Sl 3gd 5% o adsn 1Y ¢
AN

raly I Gulaa Gy Guale G paddl -3
SIS Gulae ) aaie O and) e il 1o bl
CllSs (e aially mllad) & Lyl hal) s
ld Jdy i Al L (Fama & Jensen, 1983) Al
On end) Sem Y adl A1 Al dga) dslal)
hadl ol piey ABEWY) o dhilaall il
Sl Gy cplsly B e ol gsine by
&) g peaidl pda G daadl) o o & Al
Lpuladl juledl Ay ehaall gal HSY) Lagll g
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Dle s S (Gul et al., 2009) dulyy Cliag Jiliall

G Syl 8 A ALY 51 djles 0S5 G Ay
i) 3¢ 0sSs of @ds I8 ¢ T Al il el
WY 5y dujlas ke e

Sle k)l Jaee gan ideadd) Ao sl Jaa—d
Mg Adee gl A Madii) 34S Jpad)
Alall cluball I gl deladl 1aa 38T 55 L)l
B Aplas ) By wds 8 Al dalgall e o)liiels
OSls ADle agas ) cluball e sl cylils L2 LY
Joa¥) o 2ldl Jane o dflas) AV0 @y Cund
(Abdul Rahman & Ali, 2006; ¥} 8)a) dusjlaas
Habbash, 2010; Al-Ghamadi, 2012; Rahbar &
sead) 13 s of adsy b ¢(Khodadady, 2015
WY 5l djlae lee e i

al) i Al g ladll o3 Ay dadyy tp Ul £45-5

dcluall Ul Laay cpellad 340 5 Al oda 35 48,40
CEAY 5sS of sl e 4l s ccledll g i
WY 8 Ayl e i g Uadll g3

Al clusayd

A il i) A la S Ayl CalaaY s

dilas) A3 13 5 aag ¥ tHOLAwwi)l) duiajdll
Abaial) Jalgally A)lad) (581l Bagay Adlaial) Jalsall
TN ) Alan (e aad) (B Taa dpsngall dgastally

A Aol il ) Ayl dpuajdll oda (e (il

e aaal dgflas) AN 13 1 aag YV :HOL-L
WY Bl dujles (e aall b alaldl 3a)

Bl i il Aglan) ANS 13 S aag Y :HOL-2
WY 8 Alas (ge 2l & alal)

D) cudgl dgilas) ANs 13 1 aag Y :HO1-3
Y1 )1 djlas (e anl) 8 o) Shad)

e puail Aslas) ANa 13 A aae Y :HO1-4
WY1 8y Ajlas (e aal) 8 aylad) 38l

Qlail anal dglas) ANa 13 aag Y :HOL-5
Z WY 1) Ayl (ge 2al) 8 A

dajlal) ¢ pial)

S dalgall e AE aaa g A a1
Se il 1 o ey A8l bl L) e
3sas Al clag cluball (and ~LYI 8y dule
Jie Z Y1 85l dlass Aa aaa G Al DI
(Abdul Rahman & Ali, 2006; Al-Ghamadi, 2012; 4.y
@y @lal o< @lys (Rahbar & Khodadady, 2015
Crllaally Cpaaliall LB ST (S8 aumds Sl sl
Gz 8l djlad dimpe i (< ks Gallal)
(Sharma & Kuang, 2014; Al- (3e JS 4l Gliag s
A58 aan Gp Aulsy) ADle 255 ) Zoubi, 2016)
Gaiail e haall sl alal) il @l ~ L) 5] dslaay
o AT sl 13gd 05 o s 13 ¢ ey (s
WY 51 s jlas dglee

Jsa¥) Mleal ol G Gz dlall adl) —2
disa dal e ol dataul 1) A el o
Dl 3l Clgay Gn DR lliag Ll
ard Y ) Aless Aigna) duws o ADL)
Ay pudry Legin Al ADle d5a ) il bl
B daipe Lo Arigad) L o< S A o
dlie eVl pagaal LY o)) dwled  aus
(Ujah & Brusa, 2014; Vakilifard & (pall 408l L g p50)
dls ABDe agas ) Jeasi (0 agies «(Mortazari, 2016
daiipe g Aol 05S A GG o )y el
aleat W Blas L) 5)la) dusjlaal e el sl Jaladl iy
LEY e ey Gaydl Gldsay a8 e pall bl
(Sharma & Auhy Jie culall Jd e 4S80 3l e
el 058 of s 1A ((Kuang ,2014; Al- Zoubi,2016
WY By Al Blee e B )

colal Abadall allel) ge 4adi clEia-3
Ll ) aas cp ADle dpay I AGL) L)l
25 G peied WY B Aleas bl Slleall e
Clysise (Bia3 A GISGE ¢ alag) Balgy) s ¢
I dsasll Jhainl Adsill ARaY) e Al D
«(Al-Zoubi, 2016) Aulp Jie dwsld Lmy lisiu
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v iyl Jalsell s

diag o ) sl o iy (Gujarati, 2004, 355)
So o S atie o a4t i L))
ad e S aliayg 2 il alae Gl pd
K e il s Jalae ad ladial &5 13gls (Aaladl)
Jsaall muass cbjloal & Al bl sy zasa
Chsidl Gn sl LLEYL Ll < (3) A

saldial)

(3) pd Jsaadl
A8al) @fpaial) G ddatiall Jald Y LSA)

phai Jalaa sl
VIF cplal)
1.565 ASIZE 583 (i€a ana
1.331 AOPN (3iaall i g3
1.456 LAG (38aall o) jlacal 5y
1.314 AUDC (3l s
1.533 FEES dxll ala)
1.806 BSIZE 5)l3y) Lulas aaa
1.385 NOID pliisall ¢liacy) sac

DUAL 5)3Y1 ulae

1.092 MNOWNS )3y 48l
1.992 WSCRASL S5
1.925 SIZE 4 ,ill ana
1.263 DEBT Jlall 28,1l
1.332 | CFO bl cilleall e dgal i)
1.185 ROA Jgpa¥! e dilall Jaea
1.233 SEC ¢ Wadll &5

CSlS Ol pami dalas o O (3) o) dsaal o
i Lae 10 23all e Jils T 22all G ST Lemsea
Gyt gea G daaiall adll Lol )¥) AlKe dsag pac
. (Gujarati, 2004, 253)4.,al)

Autocorrelation (A1) Jali ¥l Lad)-3

LY A (e clildl b i) lagyd e
sl Uasd) sgan Ll agmss oy g ¢ 1A
GOlaleall dad 3 st dde i lee ¢ laaiV] z3ga0 S
z sl 3)8 (o  JUIL Estimated Parameters )il
shal Pla e el e SH sy Lsal e

Odae aaal Ailaa) AND 13 1 aag Y :HOL-6
WY Bl djlas (e 2all i laY)

clac] aaal dilias) A2 13 51 22 Y :HOL-7
Y1 8y djlae (e aal) 8 i) 5)15Y) Gulae

Op eeall Aflas) ANL 13 1 aam Y :HOL-8
e b G gadnll paaly BV e Gad)y guaie
WY Bl dusylae

Al daal dsbas) AV 13 A aag Y :HOL-9
Y181 djlaa (e 2a) 8 Llal) 55l

S5 Jaadd dslas) AN 13 aag Y :HO1-10
WY1 8y dujlas (e 2al) 8 AKL)
by il AdBUay Auhd clly Jdsdy oae
Sl dl)

(uanyl Julaill clilyd) daidle e LIS

Test of Normalityallball agsdall 2y gill jLSa) -1

General Linear ball =3gaill 2adia byl (e
sl ai clalidl ad o of Model (GLM)
dallas g Jopdl) 138 e il ae Jla g o alal
Dl g adall Spledll) aladnu) DA e @bl
Central 43S el Aledll 4pkas e alaieYlhy e an il
Giad palydl oSy 4l e gan Sl cLimit Theory
ki Wl ((n>30) 5yl il xgudal) ayysil) Jayis
o5 oo Dbl Gipeay Gllll el sl (ol il
(368) Ayl & chlaaliall dae (f S ¢ Ll painall
O ot LAY elya) axug «(Gujarati, 2004, 109) 534 Lie
&V e e <0.05 o 8 chriall ppead AVAL (55
GSags bl asll (e duhall Gy o Gl aae
o3) rahll aledll aal A b el
pie A 5SS Al aas o Las cclrial)
Al 23l daaa e 3550 Lagds ULl ayss
Multicollinearity Test daaiall (hdd) bld¥) jLdd) -2

zisall b Alid) cbeidl Dl el G
bl 58 General Linear Model (GLM) pladl Lol
zasalll 13 Slie) Sa Yy zisall 13 Guls dadla
sl 13 G V) clded) s dded WL
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& bl DW ad o (4) &) dsaall g Laadl
oy Lae (2 23ell e S Lgmpan 5)sS3all il )
Loyl agag e gl I JaloyV) e e bl lal
Ol zisal A Alglall sl agan o
clua @l Ladly dudall cfpiiad Liagl clslasy)
gl Al
W 80 i) pal)

Bl el jdealh Jalasl) =50 (5) a8 Jsaadl cpm
dallaall degll (PA e aluial & 2 2LV 5)) s
T e Aapdiiall dplidy) Gl Jlay
DS ol PR e &Iy Modified Jones Model
sidll DA D) Al 3 LY Bl laalie
;A sl e ((2014-2011)

legd SV sy illy (Durbin-Watson Test) L)
oaby s (45 0) cpaaedl Cm aied Zohws Laladialy
b (D-W) Aad il 13) N LLay) 8l ssa
&y Jsaalls .(Gujarati, 2004, 496) 410 ajidy 4l 2 2aall
luajdl (Durbin-Watson Test) jlia) mibiad) 55 (4)

i)

(4) ) Joaad)
I Ll ) e HLas)

Ll | Lgwaall D-W Lad | Luajdl
3 L) aag 1.825 HO2
3 L) aag 1.913 HO3
3 L) aag 1.877 HO4

(5) a2 Jgaadl
(2014 ~2011) UM 51 ias) 5Lasy)

Gl aes | A liall iyl | dueadl) cils,al owliiall i)
0.0729 0.083 0.062 bl gl | Aillaal 3plaaY) Cliaiod)
0.080 0.092 0.063 & lmal) il
0.757 0.757 0.392 oalanll Aol
0.000000 0.00003 00.00000 Lsall el

bl dne Gl o G lae el aag 757 5 o
Glgisay (Kly Al Gl DA LY 5l Gl
dagme S50 d5ns ) (6) pdy s it il Adbiae
Ligie dad cill Cum Gyl Clistiad) ded b
Sig= 0.000 4ad s (0.0729) (& Aplidy) Clasicdl
(0.05) (o il Aysine (gsime die Aflias) ANS @b ay
(Abed et al,, 2012; Al- dulys (2012 ilne sls ()aes)

-(Ghamadi, 2012; Al-Zoubi, 2016

(6) pisl Jgaa
LY SN T L) gl

- -

Sig.t | t A | il ady) Ja gl il
LJM\ @hral) | aluad)

Cilaatiual)
agylaay)

0.000 17.483 | .08003 | 0.07290

dadl sl hagd) of Gl Jsaall i)
ihats ¢(0.073) &l 8 Aillaall Aglaay) Clisid
caly i 8 (0.757) Aad ST caly 85 ((0.080) (o)l
Cliaisdll Zillad) ol Jasgie OIS S5 ¢(0.00) dad il
G oA Ji g (0.062) dpexdll clSyall & dglaay)
il STl sy e ¢(0.083) A luall S,
(0.063) <wilS Laiy (0.092) cualy dady deliall &S,
Al B € Gl ) el ey et clS)al
feliall Al b e dwadll Gl L clay)
WY 5 dsjlad]

&) dsall A3l dasl ddaill =il e alaie Yl
Syl A 2 Y) 5 dules 3l agag cud Al (5)
A il looaliey) DA e @y dul) dae
3aS 000000k \giad camgli Al Aplaay) Cliatul
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@l uaiy el laal) By (@aall
il Jaill =i (7) Jsaall cuds . Gaal) aladly
c el Ganl Jalsal

ARieal) ) piial)-2
A 38T Bagay dalatial) Jalgnl)
t}.i} ‘éﬁﬂ‘ L A ‘_,_‘Jc dA\):J\ TS g_\XASﬁa\J

(7) o Jgsa

delially daadl) gl L3 ((B82al) ity (Bl & polg (38N S aaa) Auagll slaay)

Al ey | s lial) clgal [ uaadl) clg,al) 4y sl
% | JLsa % | sl % | sl
3587 | 132| 3061 60 | 41.86 72 | WSl dxg ) Sl aaa
64.13 236 69.39 136 | 58.14 100 ly e
100 | 368 100 196 | 100 | 172 £ ganall
88.86 | 327 | 9031 177 | 87.21 | 150 | ladaie ye | Ghad) g
1114 | 41| 969 19| 12.79 22 Sy e
100 368 100 196 100 172 Eys;.d\
652 | 24| 459 9| 872 15 | (el s Gl
9348 | 344 | 9541 187 | 91.28 | 157 Sy e
100 368 100 196 100 172 Eys;.d\

G e lially Apeadd) ISl b (Ldate pe) )l
O o o(%87.21) dperdll SN b Al caly
(%90.31) deliall cilS il & caly
G Ao lially deadd) @lSHE) A cialyy -3
sl 5o(%6.52) sl DA Gl i culd
Gee bl dpd Cialy (o (G Auall dpe SIS,
CYls Cyels 8 ((%93.48) wlSyEll 4 Gl
(%8.72) dawny dseadll A & el e
il il deliall SIS G e Sl
b Caas man (8) M) Jsall W L(%4.59)
cealall GAxIl daleiall ol i)

tsl e odle Jpanll (e i
Ganll (olSe S ) @l dws caly -1
e (%35.87) alll \@lily e 3dxill (Big 4) <))
GG A o g G bl die @l b
O Ny ((%64.13) cialy 8 g Al ilSa g Jalem S
(Big 4) S 3835 CilSe pa Jalai Lgardl) i€, ¢
GIGE & i) e ST g o(%41.86) iy Ay

(%30.61) cly )5 dpeluall
) delially dpeadll Al A of s -2
(hisie 52) g5 oo Gl pE o clas
O @ dabll e Gl el e (%88.86)
&5 At Capl 35 ((%11.14) @AY &) A iy
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(8)J gl
Laailly Lo lial) cl$,dl) B (adal) clasly ¢ gBaad) oyl laal 5540 (Aeagll ¢ Laay)
VO A LA KALYRA] aliial) dal)
alal | s lall dsaadl)
59.83 61.57 57.85 | oluall ol Gadl s Jlaa sy
29.16 24.54 33.61 | (gyluaall ilyaiVl
273 144 238 alaal) Al
13 13 14 Ll dagsl)
13,502 13,549 13,447 | oleal) Jaus)) Gl la
15,416 16,869 13,610 | (g)badll laty)
92,800 92,800 81,820 bl dagll
2,000 2,000 2,000 Loall dagal)
(9) A s
Lonnagal) dpaslalias (g8l LAuagll o laay)
GlGAN | @lal | deadd) clgll bl _dal)
e liall
8.27 7.92 8.64 laal) sl 3)13Y) Gadae aaa
2.44 2.24 2.59 solmall il
16 14 16 bl dasl)
5 5 5 Loall dagal)
90.43 89.31 91.64 laal) Jasgl) Cplinaal) ¢ loac V) A
11.12 12.60 9.14 @lnal Cal i)
100 100 100 bl dagl)
40.00 40.00 67.00 Ll dagsl)
3.37 2.38 4.50 all Tl 3y A duns
10.73 7.91 13.16 @bl Cal i)
87.89 87.89 64.99 bl dagdl)
0.00 0.00 0.00 Ll dagsl)
60.62 59.41 62.00 all Tl LSl S5 A
23.56 24.47 22.47 lbndl Cal i)
99.90 98.70 99.90 bl dasl)
0.00 5.56 0.00 Loal) dedll

tsk Loodlel dsandl e oy

op8 el 5l alall Sleall bawgiall il -1
by Al ) eleml s Loy (59.83) ()
o Lo (238) dad ST caly 3y clasy (20.16) (o)l

B8 hdia S N ey (13) ded il cal o
sas Lagy (57.85) Apeaall SN b sl 6 jlaal
Sy a5nys Ly (6157) deliall cilSyal b ate Ji
J8 e leblea @8 ) Lessll Gl s o
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Seay(90.43%) )Y alae & o) slacY)
By (1112%) @l Cibailys Auhall due lSl
Laf sl Cal gm B o(100%) Aed STl
G ol slaeY) L cls & a5 ((40.00%)
Il Ll iy Cua e lally deadl) @IS
+(89.31%) duelicall Syl 35 ¢(91.64%) dxeasl)

Al Lol Gl leall Lugidl of sl -3
Auball dne @l Jlay ey (3.37%) 3y
b ST B agy in L (10.73%) (ol Hailss
el Sl i (8 ¢(87.89%) dad S) cialy 5 ()
Al 8 3ylay) Asle A cwlS M ¢(0.00%) Aesd
ddl) Cialy i cigelial) IS0 8 L 5T dpansl)
dcliall GlSyall 8y (4.50%) dwadll S\al 4
-(2.38%)

bogidl aly s Sl 5SE Jadd Al -4
el ey elly; (60.62%) aladl bl
iad Sl My ((23.56%) (gl ihailys Al
cilS 25 ((0.00%) Aad yraal ikl s A ¢(99.90%)
& e ST dgaadl) Gl & syl Aske A
dpendll @l 8 Al il dua e liall GilSHA)
+(59.41%) dueliall CIS)al 5 ¢(62.00%)

S Atasl) Glelasy) g (10) &) Jdsaall W

gl eSlall Lalal) e il

e e liall il L L el (6,80 38x) Colke
gy Aperdl) SN il ad 3 T caln asag
e luall ISl (24.54) ilS (33.61) sy
Ganll bl ol el Jasgall G Laad -2
(15416) (slme <iliilyy <l (13502) ojsia oS
Caly G Dl (92,800) dad STl 5 (il
Gl el o gia (ol a <l (2,000) ded sl
& hugidl ae bl (13,447) dpeadll clya)
ST i sy pe Iyl (13,549) dcliall S i)
Glleall ngat] [y Zpeliall @lSHill 4 ) .8
Ageadl) Gl 8 ae ) <G dgeluall cilSal) b

Lwasal) Leaslal) so g8y Allaiall Jalgad)

teh Lo Joaall (e Jaad

DY) Cdae paad Gl leall Lol &l -1
Cihailys bl A IGEN Jleay lsae (8.27)
Byl Guladd e ST AL Sy dpne (2.44) olas
(5) 8)2Y) Gadaad 22 sl &l i 3 dgae (16)
GG 3 5y alas aaa dangie S 8y celiac
Leluall AN 5 aie ST a5 lsme (8.64) dsarsl)
G ) dae ana 8l d5a ge clgne (7.92)
P LN - TRVS (RERT

s Al aladl gleall Lagd) il WS -2

(10) @EJ Jgaadl
i lally 4eadl) 3 DY) padaa Gy aladl el uale G paall Aagl) ¢ laal)

-

A aen | Ao liall @l | L) cils il aaay dal)
% J‘Jﬂ\ % | LSl % | LSl
7717 | 284 | 8010 | 157 | 7384 | 127 | pex 2am ¥ | bl Ll aale gn el
2283 | 84| 19.90 39 | 26.16 45|  aax 2ag SIY) alas Aygumes
100 | 368| 100| 196 | 100 | 172 & sanall

CilS My ((77.17%) pendl ade Vs dons Caly (s b
oalase udhys alall paddl uaie G peall GV A
GlGAl 4 i 58 dweaddl clal sy

deend) @lal A of Gl Jsaad) e JasdU
cmbﬂ\ L u\syn QJLA;\ e (22 83%) Uw\
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Cra dall gﬂ dopal) duaslally A (38 Sagay

L 50) dajlaa

Ghaia oo amidl laail¥l zlsa Gulad aay
H(11) ) Jpaad) b LS el sial) ol Ayl

Lenddl Gl G Al caly Gas deliall
+(19.90%) dueliall Sy L35 (26.16%)

Ragisl Apad) Ll

Al Jalgall dulas) 4¥a 13 A aag ¥ :HOL

(11) o Jgaad

M 503 O and) B Al e Jalge LAY il

Blalaal) Jg2n
Coeffecient

Sig t T @bal) Uadl) B diall
0.000 -6.751 0.001 -0.008 ASIZE
0.022 -2.303 0.003 -0.007 AOPN
0.005 2.805 0.0001 0.0002 LAG
0.001 3.499 0.013 0.045 AUDC
0.000 4.379 0.002 0.010 FEES
0.638 0.472 0.001 0.0004 BSIZE
0.891 -0.137 0.029 -0.004 NOID
0.284 -1.073 0.005 -0.005 DUAL
0.005 -2.850 0.010 -0.027 MNOWN
0.000 -7.354 0.0001 -0.001 WSCR
0.000 -8.278 0.002 -0.013 SIZE
0.000 6.536 0.0002 0.001 DEBT
0.234 1.193 0.0001 0.0001 CFO
0.071 1.811 0.0002 0.0004 ROA
0.000 5.347 0.003 0.018 SEC
0.000 6.678 0.027 0.181 Slaay) culs
R-squared 0.327
AdjR? 0.300
F value 10.770
Prob F 0.000

odae Gy eaie m o aeall IDUAL ¢ omliinall)
:CR dy))ay) Akl :MNOWN ¢ s2aiill joaally 3)laY)
LEV A8l aas SIZE Sl ST il Aol
cdabiednll cililaall (pe dpamal) colaanil) :CFO cdullall dad))))

*Significant at 0.05

uad D AUDC ¢(38aal) 58 lacal Cadisi (LAG ¢l
saa :BSIZE¢3axll (bl laie (AFEES:3xil) ia

cpsnll e olmeYl 2 INOID aylay)  das
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Bartov et al.,2000; Herbohn & Ragunathan, 2008 ) Jia
Butler et ) (e JS 4wl (e aliass «(Gajevszky, 2014
&) Glag Al (al., 2004; Tsipouridou & Spathis, 2014
Do laal o Ll LAglas) AN g3 1 asmg axe
Llas o dslias) V0 13 Gase S L oS8 580d)
tded CulS Sua Al dpe QAN 4 CL'JW 8ylal
Bass ¢(Sig = 0.005) AV (ssiass (2.805) 8 oic
COA Cipaa e 0 8 50 Jola of Al s
Ll 3 iy Aaiall lband) Jsm 5015 Gl
ald ) elly gog umuj duuladl Glagled) 3352 e
Lc i) duajdll i ade CLU\J\ 5yl A laay 3ylaYy)
Slaal 35l 5 asag pe e pati Ally (HO1-3) 4G
Gyl Jiis c Y ) Awlee o Gl i
(Bae & W00, 2015) dulys ae duhall dain (3aiy .Abal)
D s ) clag ) (Al-Ghamdi, 2012) Ay
Gl sl IS L Alias) AN 53 1 L 0 o Sl
A sl tAed by Cua Aglas) AN 13 Caase S
Ay s (Kas (Sig = 0.001) AV (gsiwas (3.499)
e DA Gipaa eyl Aglead Tals S8 5ylaY) o )
Al dnulad Gliledl s Jsa clblaall 3
el Asm lave g Aadle e L@ Gl (g s
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The Role of Audit Quality and Corporate Governance in
Reducing Earnings Management

Rawan Hakam Atwa, Suzan Rasmi Abed*

ABSTRACT

This study aims at investigating the role that the factors associated with audit quality and corporate
governance play in reducing earnings management practices in the Jordanian industrial and service
companies listed in Amman Stock Exchange. In order to achieve this aim, the financial data of a sample of
92 companies during the period (2011-2014) was reviewed. Earnings management is measured based on the
absolute value of discretionary accruals according to the modified Jones model (1995). As for the
independent variables, the effect of audit quality is measured through auditor size —big 4, auditor opinion,
audit report lag, audit fees and auditor change, while the factors associated with corporate governance are
measured through board of directors characteristics and ownership structure. In order to answer the study
questions and test its hypotheses, a humber of statistical methods were employed, such as pooled data
regression using "E-views" software. After analyzing the data, the study revealed a number of results,
including the existence of earnings management practices in all Jordanian industrial and service companies
under study during the study period (2011-2014). Furthermore, the results indicated that there is a
statistically significant negative effect for the auditor size —big 4 in terms of auditor opinion on reducing the
practices of earnings management for our study sample. With respect to audit report lag and auditor change,
there is a statistically significant positive effect on reducing the practices of earnings management for the
study sample. The study revealed that there is a positive effect, but not statistically significant, of board size
on reducing the practices of earnings management for the study sample. At the same time, it was
demonstrated that there is a negative effect, but not statistically significant, for board independence and CEO
duality on earnings management. The study also revealed a statistically significant negative effect related to
the percentage of managerial ownership and concentration ratio on earnings management practices. Based
on the study results, the researchers recommended the regulatory bodies represented by the Securities and
Exchange Commission to force companies to submit their financial reports within the period stipulated by
law and to impose legal penalties on the violating companies. They also recommended that legislators and
regulators issue a law that requires continuous inspection of licensed auditing offices to verify their
compliance with professional laws and standards.

Keywords: Earnings management, Corporate governance, Audit quality, Industrial and service companies,
Amman Stock Exchange.
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