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Using corporate Governance Mechanisms to Reduce Earnings

Management under agency theory
Natiq Jabbar Salem Haider Atta Zbain Nawfal Hussein Abdullah
Wasit University / College of Administration and Economics

Abstract

The research attempts to show role of corporate governance to limit earnings management
according to theory of agency by using governance technics whether internal or external, also
many corporate managements attempt to exploit powers given for it to show positive aspects
about management of those corporates, and good appearance in front of the owners through
manipulation of profits because result of the selection specific financial and accounting
policies show the financial position of the corporate in the short term exploiting the flexibility
in accounting standards to choose a particular method of accounting treatment and disclosure
in the financial statements. To limit these actions, the owners should follow several technics
to reduce conflicts of interest between managers and owners, the manipulation of financial
and accounting policies, and the persistence of using these policies.
Keywords:corporate governance, Earnings management, agency theory
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Model Summary®*
R Adjusted R Std. Error of the Durbin-
Model R Square® Square Estimate Watson
1 .981° 962 .960 .891 2.063

a. Predictors: x4, x2, x3, x1,x5,x6

b. For regression through the origin (the no-intercept model), R Square measures the
proportion of the variability in the dependent variable about the origin explained by
regression. This CANNOT be compared to R Square for models which include an intercept

c. Dependent Variable: y1

d. Linear Regression through the Origin
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2oL e Ju L (0.05) Ge 8 585 (0.000) 4 siaal)
Rl dulas (2)J g2
ANOVA?®
Model Sum of Df Mean Square F Sig.
Squares
Regression 1923.868 4 480.967 606.483 .000°
1 Residual 76.132 96 .793
Total 2000.000° 100

a. Dependent Variable: y1

b. Linear Regression through the Origin

c. Predictors: x4, x2, x3, x1, x5,x6

d. This total sum of squares is not corrected for the constant because the constant is zero for
regression through the origin.
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Coefficients*”
Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
1 X1 125 .180 129 .693 .007
X2 163 .160 172 1.022 .000
X3 1.053 275 1.171 3.834 .001
X4 322 247 370 1.302 .009
X5 402 292 427 1.375 .006
X6 .106 201 118 .526 .005
a. Dependent Variable: y1
b. Linear Regression through the Origin

Sl pmaaatll JEEaYTs Ll asentl) JEEaU ¥ wjsll Ldlsic) Ajes Sapy LS
A Ad)siall (UasY) ) Sl S Gand DA Ga Gy Alsia)

Normal P-P Plot of Regression Standardized Residual

Dependent Variable: y1

Expected Cum Prob

Observed Cum Prob
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Model Summary®*

R Adjusted R Std. Error of the .
Model R b . Durbin-Watson
Square Square Estimate
1 .984° .969 .968 725 1.812

a. Predictors: x4, x2, x3, x1,x5,x6

b. For regression through the origin (the no-intercept model), R Square measures the propot
variability in the dependent variable about the origin explained by regression. This CA
compared to R Square for models which include an intercept.

c. Dependent Variable: y1

d. Linear Regression through the Origin
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LSy vl Dd dugynad) sallall Jiey z3sad) 585 (0.000) Zasiad) (grioc ol 85 LS
(5) sl s Os Gasthe B dsms pe J Las (0.05) (e I
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ANOVA®P
Model Sum of | df Mean Square | F Sig.
Squares
1 Regression 1589.492 4 397.373 755.279 | .000°
Residual 50.508 96 526
Total 1640.000° 100

a. Dependent Variable: y2

b. Linear Regression through the Origin

c. Predictors: x4, x2, x3, x1

d. This total sum of squares is not corrected for the constant because the constant is zero for

regression through the origin.
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Coefficients®”
Model Unstandardized Coefficients Ségg?f?g?éﬁg ¢ Sig.
B Std. Error Beta
X1 .002 217 .002 .010 .002
X2 .053 171 .057 .308 .001
X3 204 132 185 1.542 .000
X4 351 226 375 1.555 .007
X5 416 251 396 1.657 .005
X6 .058 .185 .063 314 .007

a. Dependent Variable: y1

b. Linear Regression through the Origin
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Normal P-P Plot of Regression Standardized Residual
Dependent Variable: y2
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