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Extended Abstract

Introduction

The purpose of financial reporting and accounting principles require that the
information provided by financial reporting has certain characteristics. In the
concepts of financial reporting in Iran, these characteristics are referred to as
qualitative characteristics, and one of these characteristics that makes information
useful for decision-making is the provision of reliable information. Reliable
information that is free from errors and biases. Managers are motivated to change
the results of the company's operations by Earnings management, which violates
neutrality and destroys information reliability (Breuer and Schutt, 2023). One of
the ways of Earnings management that accounting research has focused on is the
discussion of management discretion over accruals. There are several models for
determining accruals; But Iranian researchers have mainly used two models
including: Jones model and modified Jones model to separate accruals into
expected and unexpected components.

The main problem in the current research is due to not knowing the optimal model
to estimate the model. In empirical and theoretical studies, a wide range of models
have been introduced as different models for calculating accrual Earnings
Management; In fact, the wide range of effective explanatory variables has raised
this basic question among researchers: what variables should be included in the
experimental model of accruals? This problem is known as model uncertainty
(Deniz and Stengos, 2023). Failure to pay attention to the issue of model
uncertainty can lead to bias and inefficiency in parameter estimation, which results
in inappropriate predictions and incorrect statistical inference; Therefore, it is
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necessary to consider model uncertainty in experimental studies. One of the
suitable methods for the model uncertainty problem is averaging all models or
Bayesian model averaging method (Koop et al., 2020). Therefore, a part of the
current research problem is to apply Bayesian econometrics based on the
averaging of the Bayesian model in order to overcome uncertainty in the selection
of variables affecting accruals.

Literature Review

Earnings management is one of the specialized accounting subjects that has been
in the focus of accounting research for more than 50 years. Based on empirical
research conducted so far, profit management has been interpreted in different
ways. All these interpretations are rooted in the positive theory of accounting and
the freedom of action of accountants to choose different accounting methods.
Most of the research conducted in the field of earnings management have used
discretionary accruals models to discover and measure earnings management; But
recently, newer models as discretionary income models have also attracted the
attention of financial researchers (Siekelova et al., 2021). The purpose of this
research is to investigate the types of profit management measurement models.
Based on this, accruals calculation models can be classified into two categories:
discretionary accruals models (emphasis on assets and sales, discretionary
expenses) and discretionary income models (emphasis on profit, income and cash
flow circulation).

Research Methodology

The current research method is practical in terms of purpose. The statistical
sample of the research includes 171 listed companies in the period from 2011 to
2021.

Results

In empirical and theoretical studies, a wide range of models have been introduced
as different models for calculating accrual profit management; In fact, the wide
range of effective explanatory variables has raised this basic question among
researchers: what variables should be included in the experimental model of
accruals? This problem is known as model uncertainty. Failure to pay attention to
the issue of model uncertainty can lead to bias and inefficiency in parameter
estimation, which results in inappropriate predictions and incorrect statistical
inference; Therefore, it is necessary to consider model uncertainty in experimental
studies. One of the suitable methods for model uncertainty problem is Averaging
all Models or Bayesian Model Averaging method. In this research, 58 variables
affecting accruals were included in Bayesian models. The results show that among
the BMA, TVP-DMA and TVP-DMS and OLS models, the BMA model was
determined as the most efficient model. Based on the BMA model, 10 non-fragile
variables affecting accruals were identified. The prioritization of variables
affecting accruals in the optimal model is as described in the table (1):
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Table (1) Prioritizing variables affecting accruals in the optimal model
Probability and Posterior Coefficient

Variable Symbol Posterior Probability  Posterior Coefficient 2z [t-stat] Priority
1
X1 0.746 0.828 0.761 3
At—l
AREV,
X2 0.926 0.036 0.932 1
At—l
PPE,
X3 0.723 0.054 0.658 6
At—l
AREV, — AAR,
_— X4 0.764 0.007 0.864 2
Ay
( PEP1 Gpp ) xs 0.437 0.041 0584 10
GPPE,_, t : : '
CFy_4 X6 0.664 0.227 0.615 7
ASales; X7 0.652 0.027 0.606 8
ROA; X8 0.683 0.214 0.699 5
InfIndex X9 0.727 0.037 0.718 4
V1-VT11 X10 0.549 0.828 0.591 9

According to the results, the variables that have the highest T-statistic ratio are
more important in accrual items. The priority of variables affecting accruals is
shown in the last column.

Discussion and Conclusion

based on the results of non-fragile variables of all three types of discretionary
accruals models (emphasis on assets and sales, discretionary expenses);
discretionary income model (emphasis on profit, income and cash flow turnover);
Mixed models are present in the optimal model.
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Table (1) Measurement Models of Accrual Items
Aol 0525 (J) 3o @)
Sl (5851353 (g (83,5 )3 dileyur (e Pl 1l 095
Jones, ) ;o> {Dechow et al., 1995) I, ISen g 523
(Islam et al., 2011) 4l,ISen ¢ pMuwl (1991

(AACT — ACHE) — (ALCT — ADLC)

(AACT-ACHE) — (ALCT — ADLC — Jones, ) P> f(DeChOW etal., 1995) u])K‘o.:b 99

ATXP) (Islam et al., 2011) )}, \Sen ¢ pMuol (1991
ARECT + AINVT + AACO - AAP—  Dechowet) o)iSen 5 52> {(Dechow, 1994) s>
ATXP (Anna, 2021) Ul <(al., 1995 \
Dechow et al., ) ;IS 4 92 {(Jones, 1991) ;5o
ARECT + AINVT — AAP Kang and ) .)Sen o S5 ¢(1995

(Sivaramakrishnan, 1995

Anna, ) Ul ¢(Dechow et al., 2003) ) Kea g 6
ARECT + AINVT+ AXPP — AAP — ATXP . )
(Ronen and Yaari, 2008) (¢, g (s, £(2021

1. Bayesian Model Averaging (BMA)
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Table (3) Descriptive Statistics of Research Variables
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Table (4) Forecast Performance Criteria in Different Forecast Horizons
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Table (10) Prioritization of Variables Affecting Accruals in the Optimal Model
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