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Abstract: THE PURPOSE OF THIS RESEARCH IS INVESTIGATE OF REAL EARNING MANAGEMENT AND ACCOUNTING EARNING
MANAGEMENT FROM THE PERSPECTIVE OF INCOME SMOOTHING. IN THIS STUDY HAS BEEN FOCUS ON THE OPTIONAL PART
OF OPERATING CASH FLOW AS REPRESENTATIVE OF REAL EARNINGS MANAGEMENT AND ALSO DISCRETIONARY ACCRUALS
AS REPRESENTATIVE OF ACCOUNTING EARNINGS MANAGEMENT. FOR EXAMINE INCOME SMOOTHING ACTIVITIES AND THE
RELATIONSHIP BETWEEN REAL EARNINGS MANAGEMENT AND ACCOUNTING EARNINGS MANAGEMENT ARE USED
VARIABLES OF REAL EARNINGS MANAGEMENT AND ACCOUNTING EARNINGS MANAGEMENT REPRESENTATIVES THAT
ESTIMATED BY MODEL OF ROYCHOWDHURY (2006) (12)AND KOTHARI ET AL. (2005) (9)AND EMPIRICAL MODELS BUILT
BY BARTOV (1993) (1)AND HERRMANN (2003) (7). 100 FIRMS ACCEPTED IN TEHRAN STOCK EXCHANGE ARE USED
DURING THE PERIOD 2002-2011 FOR TEST THE RESEARCH HYPOTHESIS. THE RESULTS SHOW THAT MANAGERS ARE USED
BOTH APPROACHES REAL EARNINGS MANAGEMENT AND ACCOUNTING EARNINGS MANAGEMENT SIMULTANEOUSLY AND
AS COMPLEMENTARY FOR INCOME SMOOTHING.

KEYWORDS: UNEXPECTED INCOME, INCOME SMOOTHING, REAL EARNING MANAGEMENT, ACCOUNTING EARNING
MANAGEMENT

l. INTRODUCTION

REPORTED EARNINGS IS AMONG FINANCIAL INFORMATION VERY IMPORTANT BE CONSIDERED WHEN DECIDING BY
INDIVIDUALS. FINANCIAL ANALYSTS GENERALLY ARE CONSIDERED THE COMPANY REPORTED EARNINGS AS IMPORTANT
FACTOR IN ITS REVIEW AND ANALYSIS. ALSO INVESTORS WHO ARE LOOKING INVESTED THEIR WEALTH AND RESOURCES
IN THE MOST EFFICIENCY SOLUTION FOR THEIR INVESTMENT DECISIONS HAVE RELY ON THE FINANCIAL INFORMATION
CONTAINED IN THE FINANCIAL STATEMENTS OF ECONOMIC UNITS ESPECIALLY REPORTED EARNINGS. ON THE OTHER
MANAGERS' ACT AUTHORITY IN THE TIMING OF TRANSACTIONS AND CHOOSE BETWEEN DIFFERENT WAYS OF FINANCIAL
EVENTS AUDIT IN THE FRAMEWORK OF ACCOUNTING ACCEPTED STANDARDS MAKES POSSIBLE EARNINGS MANIPULATE BY
THEM. THEREFORE, ANY MANIPULATION OF EARNINGS CAN BE HAVE IMPACT ON THE DECISIONS OF INVESTORS AND BE
CAUSED CONSEQUENCES, PARTICULARLY IN INEFFICIENT CAPITAL MARKETS HAVE MORE IMPORTANCE AND EFFECTIVE.
INCLUDING INCENTIVES FOR MANAGEMENT WHICH BE LEADS TO EARNINGS MANAGEMENT CAN BE NOTED IMPACT ON
STOCK PRICES, INCREASES IN MANAGEMENT SALARIES AND BENEFITS AND PREVENT BREACHES OF LOAN AGREEMENT.
MOST OF THESE INCENTIVES IS CONCERNED TO FUTURE BENEFITS SUCH AS REWARD OR PREVENT FUTURE LOSSES SUCH
AS DECLINE IN STOCK PRICES. (5)

1. PROBLEM STATEMENT

OVERALL, EARNINGS MANAGEMENT BE DONE THE TWO METHODS REAL EARNINGS MANAGEMENT AND ACCOUNTING
EARNINGS MANAGEMENT. MANAGERS ARE AUTHORIZED FOR PERFORMANCE BOLD OR CONSERVATIVE FINANCIAL
REPORTS. REAL EARNINGS MANAGEMENT AND ACCOUNTING EARNINGS MANAGEMENT ARE USEFUL TOOL TO MANAGE
EARNINGS. BURGSTAHLER AND DICHEV (1997) (2) PROVIDED EVIDENCE THAT SHOW MANAGERS TO AVOID REPORTING OF
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REDUCED PROFITS OR LOSSES WILL MANAGE PROFIT USING REAL EARNINGS MANAGEMENT AND ACCOUNTING EARNINGS
MANAGEMENT. MANAGERS ARE ABLE HAVE BENEFIT FROM WIDE VARIETY OF EARNINGS MANAGEMENT METHODS. ONE
BENEFIT MANAGEMENT METHODS IS INCOME SMOOTHING. INCOME SMOOTHING IS A COMMON STRATEGY IN EARNINGS
MANAGEMENT. CHEN ET AL (2008) (3)HAVE INVESTIGATED ABOUT THE USE OF REAL EARNINGS MANAGEMENT AGAINST
ACCOUNTING EARNINGS MANAGEMENT TO ACHIEVE EARNINGS FORECASTS THROUGH THE ANALYSIS OF MARKET AND THE
CONCLUSION THAT COMPANIES DUE TO AVOID THE CONSEQUENCES OF FAILING TO MEET ESTIMATES DOING EARNINGS
MANAGEMENT AND ALSO MARKET OFTEN CAN'T DISTINGUISH A DIFFERENTIATION BETWEEN REAL EARNINGS
MANAGEMENT AND ACCOUNTING EARNINGS MANAGEMENT. MANAGERS CAN SMOOTHING PROFIT THROUGH BOTH REAL
ACTIVITIES AND ACCRUALS. BUT, NOT CLEAR MANAGERS WHEN USE THROUGH REAL ACTIVITIES OR ACCRUALS FOR
SMOOTHING PROFIT.

1. THEORETICAL RESEARCH AND PREVIOUS RESEARCH

UNEXPECTED [INCOME: A USED TERM FOR THE EXPRESSION OF SWINGING INCOMES, ALSO, REFERS TO REALIZE A LARGE
INCOME THAT WAS UNEXPECTED IN THE PAST, (6)

INCOME SMOOTHING: MANAGEMENT OF SOME BUSINESS UNITS WILL ACT USING TOOLS SUCH AS ACCOUNTING METHODS
THAN INCOME SMOOTHING IN DIFFERENT ACCOUNTING PERIODS AND THUS MANIPULATE AND SMOOTH REAL INCOME.
CONSCIOUSLY REDUCE EARNINGS VOLATILITY LEVELS SO THAT PROFITS SEEM NORMAL. (13)

REAL EARNING MANAGEMENT: IT MEANS MANIPULATION REAL ACTIVITIES IS DEFINED AS DEVIATE MANAGE EXERT
FROM NORMAL BUSINESS METHODS REQUIRED FOR INITIAL TARGET SPECIFIED PROFIT THRESHOLD AND IT IS INCLUDED
REAL PRODUCTION AND REAL INVESTMENT DECISIONS. (8)

ACCOUNTING EARNING MANAGEMENT: IT IS OPPORTUNISTIC SELECT FROM FLEXIBILITY OF LIST MODE OF ACTIONS
ACCOUNTING ACCEPTED STANDARDS (GAAP). LIKE EVALUATION ASSETS SUCH GOODS INVENTORY AND WAYS THAT
SOME EXPENSES ARE IDENTIFIED DURING SUCH AS CAPITAL EXPENDITURE. (INCLUDING DEPRECIATION COSTS) (4)

CHEN (2009) DEFINES EARNINGS MANAGEMENT AS OPPORTUNISTIC USE FROM THE FLEXIBILITY OF STANDARD METHODS
AND ACCOUNTING ACCEPTED PRINCIPLES. OF COURSE CAN BE PICKED VARIOUS INTERPRETATIONS FROM THE EXECUTIVE
METHODS OF STANDARDS ACCOUNTING. OTHER REASON IS EARNINGS MANAGEMENT. (3)

ACCORDING TO SAYING KIRESCHENHEITER AND MELUMAD (2002): UNLIKE OPINION OF MOST PEOPLE THAT KNOW
SMOOTHING AS ABUSE IN REPORTING, BUT IN OUR OPINION, MANAGERS WHO THEIR AIM IS INCREASE THE COMPANY'S
VALUE IN THE FRAMEWORK OF THE LEGAL AND ACCOUNTING REQUIREMENTS WILL ATTEMPT TO INCREASE UNDER
CORPORATE VALUE. AGAINST IF THE REFLECTED INFORMATION IN FINANCIAL STATEMENTS CHANGE TO LOSS PROFIT
OWNERS, IT IS CONSIDERED MANAGEMENT'S FRAUD TOWARD PERSONAL PURPOSES. (10)

DEGEORGE,PATEL.ZEKHAUSER (1999) DEFINE EARNINGS MANAGEMENT AS A KIND OF ARTIFICIAL MANIPULATION OF
BENEFIT BY THE MANAGEMENT TO REACH THE EXPECTED LEVEL OF PROFIT FOR SOME SPECIFIC DECISIONS. IN TERMS OF
THEIR THE MAIN MOTIVATION OF EARNINGS MANAGEMENT IS MANAGEMENT OF INVESTORS IMPRESSION ABOUT THE
PERFORMANCE OF BUSINESS UNITS. (11)

FOR TEST THE HYPOTHESIS IS CREATED TWO EMPIRICAL MODELS, MODELS OF REAL EARNINGS MANAGEMENT AND
ACCOUNTING EARNINGS MANAGEMENT. REAL EARNINGS MANAGEMENT MODEL IS CREATED AS FOLLOWS:

REM, =a, +a, PreEMUI, +a,DE, +a,GROWTH, + A,
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ACCOUNTING EARNINGS MANAGEMENT MODEL IS CREATED AS A FUNCTION OF REAL EARNINGS MANAGEMENT WITH THE
USE OF EXPECTED PROFIT BEFORE ACCOUNTING EARNINGS MANAGEMENT BUT AFTER REAL EARNINGS MANAGEMENT
NAMELY PREAEMUI.

AEM, = B, + B PreAEMU] + B,REM, + B,DE, + ,SIZE, + BGROWTH + ;.

V. THE RESEARCH HYPOTHESES

THE FIRST HYPOTHESIS;: THERE IS A NEGATIVE RELATIONSHIP BETWEEN REAL EARNINGS MANAGEMENT AND
UNEXPECTED INCOME,

THE SECOND HYPOTHESIS: THERE IS A NEGATIVE RELATIONSHIP BETWEEN ACCOUNTING EARNINGS MANAGEMENT AND
UNEXPECTED INCOME,

THE THIRD HYPOTHESIS: THERE IS A POSITIVE RELATIONSHIP BETWEEN REAL EARNINGS MANAGEMENT AND
ACCOUNTING EARNINGS MANAGEMENT,

V. RESEARCH METHODOLOGY

METHOD OF THIS RESEARCH IS DESCRIPTIVE AND CORRELATION TYPE, SINCE THIS STUDY DEALS TO DESCRIBE CURRENT
SITUATION WITHOUT MANIPULATION AND GIVEN THE VALUE JUDGMENTS IN THIS STUDY IS INCONSPICUOUS, THE PRESENT
STUDY IS AMONG DESCRIPTIVE STUDY OF ACCOUNTING, |T IS CORRELATION, BECAUSE IN THIS STUDY BE EXAMINED THE
RELATIONSHIP BETWEEN VARIABLES, COMPANIES LISTED ON THE TEHRAN STOCK EXCHANGE ARE STATISTIC POPULATION
UNDER STUDY, THE FINAL SAMPLE BE MADE USING SAMPLING IN THE DESIRED PERIOD WITH APPLYING THE FOLLOWING
CRITERIA;

THE FISCAL YEAR ENDED MARCH MONTHS,

DATA USED IN THIS STUDY IS AVAILABLE FOR THEM,

COMPANY DURING THE 2002 TO 2011 HAS NOT FISCAL YEARS CHANGED,

COMPANY IS NOT COMPONENT COMPANIES OF FINANCIAL INTERMEDIATION, BANKS, AND INDUSTRIES REGULATED

ACCORDING TO THE ABOVE AND METHOD OF PLAYOFF SAMPLING WERE CONSIDERED 100 COMPANIES AS RESEARCH
SAMPLE,

DATA ANALYSIS IS PROVIDED IN TWO METHODS, DESCRIPTIVE STATISTICS INCLUDED INDICES AND ABUNDANCE
PERCENTAGES, TABLES AND GRAPHS AND ALSO INFERENTIAL STATISTICS INCLUDED TESTS SUCH AS PEARSON
CORRELATION COEFFICIENTS AND HIERARCHICAL REGRESSION BY SPSS SOFTWARE,

IN THIS STUDY FOR TEST THE HYPOTHESES IS USED EMPIRICAL MODELS BASED ON BARTOV (1993) AND HERRMANN (2003)
AND METHODS OF DESCRIPTIVE STATISTICS (MEAN, MEDIAN, STANDARD DEVIATION, ETC) AND STATISTICAL ANALYSIS
(PANEL ANALYSIS, ORDINARY LEAST SQUARES (OLS), REGRESSION ANALYSIS, TWO-STAGE LEAST SQUARES (2SLS), AND
CORRELATIONS), RESEARCH VARIABLES IS CALCULATED TO HELP EXCEL SPREADSHEET AND RESULTS BE USED AS INPUT
SPSS AND EVIEWS SOFTWARE AND STATISTICAL ANALYSIS IS DONE USING THIS SOFTWARES,
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VI. TEST RESULTS
THE FIRST \MIODEL EXAMINED
IN THIS SECTION FOR REVIEW AND ESTIMATION THE OVERALL MODEL ARE USED PANEL ANALYSIS, THE REASON FOR
USING THIS METHOD IS TYPE OF DATA NATURE, BECAUSE IN THE PANEL ANALYSIS OF DATA HAVE BEEN COLLECTED AS

SECTIONAL — TIME,

IN THE PRESENT STUDY FOR EACH OF THE PARTIAL REGRESSION COEFFICIENTS ARE USED STATISTICS T- STUDENT AND
FOR SIGNIFICANTLY OF MODEL FISHER STATISTIC (F) AT 950, CONFIDENCE LEVEL,

IN THE TABLE BELOW IS GIVEN ANALYSIS OF PANEL;

TABLE 1: RESULT OF FIRST MODEL CHECKING

DEPENDENT V/ARIABLE: CFO T

SAMPLE:2002-2011

INCLUDED OBSERVATIONS: 10

CROSS-SECTIONS INCLUDED:100

VARIABLES COEFFICIENTS STANDARD ERROR T SIG

C 0.020 0.024 0.831 0.406
SALE IT 0.041 0.012 3.443 0.001
ASALEIT -0.054 0.019 -2.780 0.006
ROAIT 0.655 0.093 7.072 0.000
R2 0.390 F 125.684
DURBIN-\WATSON 1.836 SIG. F 0.000

CFO IT: NET FLOW INPUT (OUTPUT) OF CASH RESULTANT FROM OPERATING ACTIVITIES /| TOTAL ASSETS AT

BEGINNING OF PERIOD

ROA IT: RETURN ON ASSETS (NET PROFIT / TOTAL ASSETS AT BEGINNING OF PERIOD)

SALE IT: NET SALES/ TOTAL ASSETS AT BEGINNING OF PERIOD

A SALE IT: ANNUAL CHANGE IN THE SALES / TOTAL ASSETS AT BEGINNING OF PERIOD
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MODEL:
CFO, =a, +a,5ALE, +a,ASALE, +a,ROA, +¢,

AMOUNT PROBABILITY (OR SIG.) OF F IS EQUAL TO 0.000. BECAUSE THIS VALUE IS LESS THAN (.05, THEREFORE THE
NULL HYPOTHESIS BE REJECTED AT 95 PERCENT CONFIDENCE LEVEL, MEANS IN THE MODEL, THERE IS SIGNIFICANT, THE
RATE COEFFICIENT OF DETERMINATION OR R2 IS EQUAL TO 0.39., NAMELY MEANS 399% OF THE CHANGES DEPENDENT
VARIABLE IS EXPRESSED BY INDEPENDENT VARIABLE. AMOUNT OF DURBIN-\WWATSON STATISTICS IS EQUAL TO 1.84 THAT
VALUE INDICATES THE ABSENCE OF AUTOCORRELATION.

VALUES OF T FOR SALE IS EQUAL TO 3.44, FOR A SALE IT IS -2.78, AND FOR ROA IS 7.07. ALL THEM PLACED IN AREA
OF NULL HYPOTHESIS REJECTION, \/ARIABLES AT 95% CONFIDENCE LEVEL ARE SIGNIFICANT, \JALUE OF T FOR THE WIDTH

OF SOURCE IS EQUAL TO (.83 THAT IS INDICATIVE FAILURE TO REJECT THE NULL HYPOTHESIS FOR WIDTH OF THE SOURCE,
THE MODEL CAN BE WRITTEN AS FOLLOWS

CFO, =+0/041SALE, —0.054ASALE, +0.655R0A,

THE REMAINING MODEL WILL BE REPRESENT REAL EARNINGS MANAGEMENT, (SUBTRACTING THE ESTIMATED VALUES
FROM REAL VALUES)

THE SECOND \MODEL EXAMINED

TABLE 2: RESULT OF SECOND MODEL CHECKING

DEPENDENT V/ARIABLE: TACC

SAMPLE:2002-2011

INCLUDED OBSERVATIONS:10

CROSS-SECTIONS INCLUDED:100

VARIABLES COEFFICIENTS STANDARD ERROR T SiG

C 0.001 0.018 0.059 0.953
PPE IT 0.106 0.023 4.690 0.000
ASALEIT -0.058 0.021 -2.818 0.005
ROAIT -0.449 0.056 -8.021 0.000
R2 0.390 F 71.032
DURBIN-\WATSON 1.806 SIG. F 0.000
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TACC IT: IT IS AGGREGATE ACCRUALS THAT IS EQUAL TO DIFFERENCE NET FLOW INPUT (OUTPUT) OF CASH
RESULTANT FROM OPERATING AND NET PROFIT / TOTAL ASSETS AT BEGINNING OF PERIOD

PPE IT: SUM OF TANGIBLE FIXED ASSETS AT BEGINNING OF PERIOD / TOTAL ASSETS AT BEGINNING OF PERIOD
ROA IT: RETURN ON ASSETS (NET PROFIT / TOTAL ASSETS AT BEGINNING OF PERIOD)

A SALE IT: ANNUAL CHANGE IN THE SALES / TOTAL ASSETS AT BEGINNING OF PERIOD

MODEL:
TACC, =b, +bPPE, +b,ASALE, +b,ROA, +¢,

AMOUNT PROBABILITY (OR SIG.) OF F IS EQUAL TO 0.000. BECAUSE THIS VALUE IS LESS THAN (.05, THEREFORE THE
NULL HYPOTHESIS BE REJECTED AT 95 PERCENT CONFIDENCE LEVEL, MEANS IN THE MODEL, THERE IS SIGNIFICANT, THE
RATE COEFFICIENT OF DETERMINATION OR R2 IS EQUAL TO (,27., NAMELY MEANS 2794 OF THE CHANGES DEPENDENT
VARIABLE IS EXPRESSED BY INDEPENDENT VARIABLE, AMOUNT OF DURBIN-\\W/ATSON STATISTICS IS EQUAL TO 1.81 THAT
VALUE INDICATES THE ABSENCE OF AUTOCORRELATION,

VALUES OF T FOR PPE IS EQUAL TO 4.69, FOR A SALE IT IS -2.81, AND FOR ROA IS -8.02. ALL THEM PLACED IN AREA
OF NULL HYPOTHESIS REJECTION. \/ARIABLES AT 9504 CONFIDENCE LEVEL ARE SIGNIFICANT, \JALUE OF T FOR THE WIDTH

OF SOURCE IS EQUAL TO (0.059 THAT IS INDICATIVE FAILURE TO REJECT THE NULL HYPOTHESIS FOR WIDTH OF THE SOURCE,
THE MODEL CAN BE WRITTEN AS FOLLOWS

TACC, = +0.106PPE, —0.058ASALE, —0.449R0OA,

THE REMAINING MODEL WILL BE REPRESENT ACCOUNTING EARNINGS MANAGEMENT, (SUBTRACTING THE ESTIMATED
VALUES FROM REAL VALUES)

VII. RESULTS OF TWO-STAGE LEAST SQUARES REGRESSION ANALYSIS

ACCORDING ASSUMED SYNCHRONICITY DECISIONS OF REAL EARNINGS MANAGEMENT AND ACCOUNTING EARNINGS
MANAGEMENT BE USED THE FOLLOWING EQUATION SYSTEM FOR TEST HYPOTHESES:

REM,, =y, +y,preEMul, +y,AEM, +y,DE; +y,Size, +y.Growth, + &,
AEM =6, + o, preAEMul,, + 6,REM,, + 6,DE; +9,size, + 5.Growth, +y,

TABLE 3: RESULTS OF ANALYSIS REGRESSION REM

\VARIABLES COEFFICIENTS STANDARD ERROR T SIG
C -0.175 0.055 -3.166 0.002
PREEMUI -1.026 0.124 -8.288 0.000
AEM 3.243 0.277 11.724 0.000
DE -0.017 0.016 -1.036 0.300
SIZE 0.015 0.004 3.374 0.001

Copyright to JIRSET WWW.ijirset.com 7261



| Ca ISSN: 2319-8753

[JIRSET
International Journal of Innovative Research in Science,

Engineering and Technology

(An ISO 3297: 2007 Certified Organization)
Vol. 2, Issue 12, December 2013

GROWTH 0.135 0.024 5.723 0.000
R2 0.537 F 567.150
SIG. (F) 0.000
TABLE 4: RESULTS OF ANALYSIS REGRESSION AEM
VARIABLES COEFFICIENTS STANDARD ERROR T SIG
C 0.054 0.017 3.206 0.001
PREEMUI -0.316 0.012 -26.115 0.000
AEM 0.308 0.026 11.724 0.000
DE 0.005 0.005 1.040 0.299
SIZE -0.005 0.001 -3.433 0.001
GROWTH 0.092 0.006 7.479 0.000
R2 0.920 F 1331.765
SIG. (F) 0.000

IN FIRST AND SECOND EQUATIONS AMOUNT OF F IS EQUAL TO 0.000. BECAUSE THIS VALUE IS LESS THAN 0.05,
THEREFORE THE NULL HYPOTHESIS BE REJECTED AT 95 PERCENT CONFIDENCE LEVEL. MEANS IN THE MODEL, THERE IS
SIGNIFICANT. THE RATE COEFFICIENTS OF DETERMINATIONS OR R2 ARE EQUAL TO 0.54 AND 0.92.

VALUES OF T FOR PREEMUI, AEM, SIZE, GROWTH PLACED IN AREA OF FAILURE TO NULL HYPOTHESIS REJECTION.
NAMELY THESE VARIABLES ARE SIGNIFICANT AT 95 PERCENT CONFIDENCE LEVEL.

THE FINAL MODEL CAN BE WRITTEN AS FOLLOWS:

REM,, =-0.175-1.026 preEMul,, + 3.243AEM,, +0.015Size, +0.135Growth,
AEM = +0.054-0.316 preAEMul,, + 0.308REM,, —0.005size, +0.092Growth,

ACCORDING TO RESULTS CAN BE SEEN UNEXPECTED INCOME HAS A SIGNIFICANT NEGATIVE RELATIONSHIP WITH REAL
EARNINGS MANAGEMENT AND ALSO ACCOUNTING EARNINGS MANAGEMENT (CONFIRMED OF FIRST AND SECOND
HYPOTHESES). ACCOUNTING EARNINGS MANAGEMENT AND REAL EARNINGS MANAGEMENT HAVE SIGNIFICANT POSITIVE
RELATIONSHIP TOGETHER (CONFIRMED OF THIRD HYPOTHESES). COMPANY SIZE HAS A SIGNIFICANT POSITIVE
RELATIONSHIP WITH REAL EARNINGS MANAGEMENT AND ALSO SIGNIFICANT NEGATIVE RELATIONSHIP WITH ACCOUNTING
EARNINGS MANAGEMENT. COMPANY GROWTH HAS A SIGNIFICANT POSITIVE RELATIONSHIP WITH REAL EARNINGS
MANAGEMENT AND ACCOUNTING EARNINGS MANAGEMENT.

VIII. CONCLUSIONS AND SUGGESTIONS FOR FUTURE RESEARCH

STATISTICAL TESTS RESULTS OF RESEARCH HYPOTHESES ARE INDICATIVE CONFIRMED OF RESEARCH HYPOTHESES ALSO IT
IS CONCLUSION MANAGERS USED REAL EARNINGS MANAGEMENT AND ACCOUNTING EARNINGS MANAGEMENT FOR
INCOME SMOOTHING. PLUS, POSITIVE RELATIONSHIP BETWEEN REAL EARNINGS MANAGEMENT AND ACCOUNTING
EARNINGS MANAGEMENT INDICATIVE REAL EARNINGS MANAGEMENT AND ACCOUNTING EARNINGS MANAGEMENT ARE
COMPLEMENT EACH OTHER.

1. REVIEW IT HOW MANAGERS CHOOSE REAL ACTIVITIES MANIPULATION AND ACCRUALS MANIPULATE WHEN THEY
HAVE FLEXIBILITY FOR USE BOTH.

2. CRITERIA TO MEASURE THE VARIABLES BE DONE ANOTHER WAY, FOR EXAMPLE DEFINED GROWTH RATIO
MARKET VALUE TO EQUITY VALUE.

3. DESIGNING A MODEL FOR CASH FLOW RESULTANT OPERATIONS AND A MODEL FOR DISCRETIONARY ACCRUALS
FOR MORE DETAILED ANALYSIS.
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IX. LIMITATIONS OF RESEARCH

1. THE DEFINITION OF EARNINGS MANAGEMENT IS VERY SPECIFIC AND SPECIALIZED. MANY ANALYTICAL
RESEARCHES HAVE DIFFERENT DEFINITIONS FOR INCOME SMOOTHING.

2. IN FINANCE RESEARCH ACCESS TO COMPLETE AND ACCURATE INFORMATION IS CONSIDERED THE MAIN ELEMENT.
WHEREAS IN THIS STUDY, DUE TO LACK OF DATA IN SOME YEARS BE FORCED TO REMOVE SOME FIRMS.

3. IN THIS RESEARCH IS USED ROYCHOWDHURY MODEL (2006) FOE ESTIMATE DISCRETIONARY CASH FLOW
RESULTANT FROM VARIABLE OPERATIONS AND KOTHARI MODEL (2005) FOR ESTIMATE DISCRETIONARY
ACCRUALS. ALTHOUGH THESE MODELS CAN'T DISTINGUISH COMPLETELY BETWEEN DISCRETIONARY EARNINGS
MANAGEMENT AND ITS NORMAL PART.
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