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The Impact of Internal Audit on Earnings Management in the Industrial Companies
Listed in Amman Stock Exchange

Ahmad Y. Abu Jebril®, Ali Al.Thuneibat?

ABSTRACT

This study aimed at investigating the impact of internal audit on earnings management in industrial
companies listed in Amman Stock Exchange. More specifically, the study investigated the impact of
internal audit independence, competence, professional care and audit scope on earnings management.
To achieve the objectives of the study, the researchers analyzed the financial statements of a sample
of 33 industrial companies to measure the dependent variable (earnings management). Additionally, a
questionnaire was designed and administered to 66 internal auditors working in these companies to
measure the independent variables. To measure the impact of the independent variables on the
dependent variable the researchers used descriptive statistics including means and standard deviations
and multiple regression. The results of the study revealed there is a statistically significant effect for
internal audit independence, competence, professional care and audit scope on earnings management.
Based on the conclusions of the study, the researchers recommended a set of recommendations
including the need to enhance the awareness by the authorities concerned in Amman Stock Exchange
about the risks that may result from the earnings management practices, and the need to increase the
effectiveness of the oversight role of the internal audit departments in industrial companies in order to
reduce earnings management practices.
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