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Credit Efficiency According To The Altman Z-Score Model And Its

Impact On Earning Management Practices
(An Applied Study On The Syrian Financial Markets And Securities Commission)
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o0 ABSTRACT O

This study aims mainly to measure the effect of credit worthiness of public joint-stock
companies listed in the Syrian Securities Commission measured according to the Altman
model in reducing earnings management practices. For the purpose of conducting this
study, it used Panel Data for 28 companies in the Securities Commission and with midterm
observations covering the period from 2012 to 2018. Furthermore, the ARDL model
proposed by Pesaran et al (2001) was applied to measure the effect between credit
worthiness and earnings management practices. The results of the study showed a
statistically significant adverse effect in the long term between the two variables studied
under the use of variables (company size, market earnings per share, shareholder
profitability) as control variables in the estimated model. Based on the conclusions, a
number of recommendations and proposals were presented with the aim of increasing the
efficiency of the Syrian shareholding companies and urging the supervisory authorities to
activate their role in order to reduce earnings management practices.

Keywords: Earning Management — Creditworthiness- Credit Rating- Financial Failure.
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0.0000
1(0) 0.0001
intercept - 24.1782- 20.0081- 4.34278- 5.30837- Im, Pesaran and
0.0000 0.0000 - 0.0000 0.0000 Shin W-stat
491.661 | 411.519 316.278 | 79.6980 | 109.433 127.129 ADF - Fisher
0.0000 0.0000 0.0000 0.0204 0.0000 0.0000 Chi-square
533.139 | 422.059 387.261 | 86.8124 | 143.032 157.066 PP - Fisher Chi-
0.0000 0.0000 0.0000 0.0052 0.0000 0.0000 square
WY B0l o lash it o 4RI hLEs) g milil (5)d s
First difference level variabl: Em
ZEg none | Individual | Individual none | Individual | Individual | Stationarity test
4l EiaY) intercept | intercept intercept | intercept
with trend with trend
- 32.8318- 30.7224- - 32.2741- 31.7907- Levin, Lin &
28.5866 0.0000 0.0000 36.2686 0.0000 0.0000 *Chu t
0.0000 0.0000
- - 4.13562- - - 8.03259- Breitung t-stat
1O 0.0000 0.0000
intercept
27.2662- 23.3115- 25.6525- 23.5739- Im, Pesaran and
- 0.0000 0.0000 - 0.0000 0.0000 Shin W-stat
522.620 | 427.206 346.786 | 547.090 | 415.595 341.320 ADF - Fisher
0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 Chi-square
539.64 | 599.142 509.98 | 570.815 | 598.761 497.943 PP - Fisher Chi-
0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 square
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First difference level variabl: FS
EEPS none Individual | Individual none | Individual | Individual | Stationarity test
Al sy intercept intercept intercept | intercept
with trend with trend
10.9407- 16.2426- 15.6473- | 7.35451 | 1.78156- 0.53381- Levin, Lin &
0.0000 0.0000 0.0000 1.0000 0.0374 0.2967 *Chu t
intIe(rlc)ept - - 4.31174- - - 2.34546 Breitung t-stat
with trend 0.0000 0.9905
- 11.7563- 8.56524- - 3.14604 1.46974 Im, Pesaran and
0.0000 0.0000 0.9992 0.9292 Shin W-stat
218.270 227.264 172.610 | 8.19535 | 30.2609 47.4863 ADF - Fisher
0.0000 0.0000 0.0000 1.0000 0.9981 0.7839 Chi-square
270.735 234314 202.422 | 7.03299 26.061 40.4408 PP - Fisher Chi-
0.0000 0.0000 0.0000 1.0000 0.9998 0.9417 square
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First difference level variabl: E sh
EEg none | Individual | Individual none | Individual | Individual | Stationarity test
A laay) intercept intercept intercept intercept
with trend with trend
20.127- | 14.7697- | 18.8302- | 5.9912- | 2.89086- | 2.53715- Levin, Lin &
0.0000 0.0000 0.0000 0.0000 0.0019 0.0056 *Chu t
I(1
inte(rc)ept - - 8.56461- - - 0.67088 Breitung t-stat
with trend 0.0000 0.7489
- 11.3811- 12.1198- - 2.74379- 1.11800 Im, Pesaran and
0.0000 0.0000 0.0030 0.8682 Shin W-stat
370.560 | 218.310 207.620 | 118.306 | 85.1784 40.2044 ADF - Fisher
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EENS none Individual | Individual none Individual | Individual | Stationarity test
A HEay) intercept | intercept intercept intercept
with trend with trend
21.2537- | 18.2769- | 24.1790- | 5.10144- 2.68773- 2.37227- Levin, Lin &
0.0000 0.0000 0.0000 0.0000 0.0088 *Chu t
I(1) 0.0036
intercept - - 9.75075- - - 0.68066 | Breitung t-stat
0.0000 0.7520
- 14.2112- | 14.4107- - 2.32232- 0.97315 | Im, Pesaran and
0.0000 0.0000 0.0101 0.8348 Shin W-stat
372.460 257.540 221.763 103.270 78.5920 44.8773 ADF - Fisher
0.0000 0.0000 0.0000 0.0001 0.0249 0.8567 Chi-square
431.524 290.412 260.179 113.637 81.436 51.9750 | PP - Fisher Chi-
0.0000 0.0000 0.0000 0.0000 0.0148 0.6279 square
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Dep variable: EM Variable Modell | Model2 | Model3 Model4
Coefficient ALTMAN 19.086 5 08_2 47 4461078 | -0.67307
Prob.* 0.0000 0 0.0000 0.0000
Coefficient firm size - -22.796 | 0.288351 | 0.618297
Prob.* - 0.0001 0.0000 0.0000
Coefficient Earning - - -0.01383 | -0.00142
Prob.* share - - 0.0000 0.606
Coefficient x1 - - - 0. 00602 08
Prob.* - - - 0.0184
COINTEQO1 -0.34614 0.84532 -0.51663 -0.82007
Prob.* 0.0000 0.0000 0.0000 0.0000
gl 3358 &) jLis)Model validity
Jarque-Bera Stat 4.03
normality test for
residuals Prob 0.13
Residuals serial
correlation, Durbin- 2.06
Watson
Pesaran test for Stat -0.34
Cross-section Prob 033
dependence
Heteroskedasticity | Stat 1.03
white test Prob 0.35
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