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The Impact of Deferred Tax on Earnings Management

Dr. Ibrahim Al-Adi
Hussein Abdullah™

(Received 13/6/2011. Accepted 29/1/2012)

O ABSTRACT 0O

This paper provides a study on the impact of Deferred Tax on Earnings
Management in Syria by explaining the concept of Deferred Tax and deferred tax
Liabilities as clarified in previous related research and International Accounting
Standards. The paper also determines the temporary and permanent differences between
pretaxable income and taxable income. In addition, it studies the concept of Earnings
Management in the light of the accounting theory, and at the same time, it focuses on the
motivations for managing earnings, and the approaches used by management to balance,
increase or decrease earnings. Then, we present a field study on some Syrian business
to examine the impact of Deferred Tax on Earnings Management. The study examines a
sample of 20 firms. It shows that firms use deferred tax Liabilities and assets to achieve
desired profits. It finds it necessary to limit the amount of freedom given to managers
concerning choosing suitable approaches for reporting, estimating, disclosing certain
information, improving the quality of financial reporting, and announcing management
policies that have direct impact on items value in the financial reporting lists.

Keywords: Deferred Tax, deferred tax Liabilities, deferred tax assets, temporary
differences, permanent differences, Earnings Management.

“Associate Professor, Department of Accounting, Faculty of Economics, Damascus University,
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