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Measuring the Level of Accounting Conservatism in Financial State-
ments and Reports and Its Effects On the Share Market Value

" An Empirical Study of Corporate Companies listed at Palestinian Security Exchange"

Abstract

This study aimed to measure the level of accounting conservatism in
financial statements and reports issued by corporate companies listed at Pales-
tinian Security Exchange and to show the effect of accounting conservatism
on the share market value. In order to achieve the study objectives, The (Bea-
ver and Ryan, 2000) model and (Basu, 1997) model were used to measure the
accounting conservatism.

The study was applied on a sample of 31 Palestinian corporations
listed at Palestinian Security Exchange during the period 2005-2012. The
results of the study showed that the level of accounting conservatism in
financial statements and reports issued by Palestinian companies is low. More-
over, the study also found that financial reports of insurance and banks sectors
in Palestinian Stock Exchange are the most conservative, whereas the invest-
ment sector was the least conservative. Finally, the level of accounting
conservatism affects positively on the share market value.

The study recommended the need to activate the role played by the
financial market regulator to activate control over the financial reporting and
to force companies to increase the levels of conservatism within reasonable
levels. The study also recommended that external auditors should point out
how companies are committed with the adequacy of conservatism level in
financial statements and reports.

Key Words: Accounting conservatism, (Beaver and Ryan, 2000) model, (Basu,

1997) models
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735l T g (RiY) 2slall e o(Xi,t) Anal il ~L S el a1 (1997
Y lasay)

Xit/ Pi,t-1 =a0 + al DRi,t + B0 Ri,t + B1( Ri, t x DRIi,t)

Lolall e il Jd ) ila o gbns o Lt juall SN alall gl ey Xt
Al ad) e e Lsuda
JAS Al ts gl 4y gl e tPit-1
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dudl) Qanl) g Uadl)
%18.7 9 il cleadl 5 & i

%23 11 dclial
%14.6 7 cpaalil
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%100 31 £ saxal)
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o3 JLial w385 2012 slall s 5 22005 abadl (o dadl gl 5 jidl) A al) culae
5l o3a A Gl al) adine <3 jie aline 5215 ) e iy il 5 i
Al Al 30
Falad) aalisall S U (e 5y sekital) Aullal) 580 il il ansiad
22012 a5 2005 (e A ol 5 5 A AL (3530 Galadd (35 & da )
wliia 5 (Beaever and Ryan,2000) 4ed s Jasatl) (plide (g JS Gukai o3
8y ciiacill Aalal) daabuall IS LAY oo Jaiadl) (S Cangs @3 5 (Basu, 1997)
Gyndl o)) malisd dadiil lede Jpemall & ) Gl Jadi
-(SPSS. V20)
il i HLid g cliball Judas 2.6
¢(2005-2012) @l siad) (10 4o sana oo 4855 (31) Aud ol Ao o
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O dlldy Gl daia (o @83 (e Y Gl 8l daia Lol cad) 8
1) HLWAY) (e de g P&
frnbll sl Ll -

S Al Gl culS o) A jeal Caspen —Cigpmal & ladl Hadid
Aadiad) < LAYyl @l 5 Y ol xadal) a5 53 a0 saall (g Lgtle J seanl)
(el ¥l Hli) — dgalae ol jlidl) Al (S

AV G s 0585 sl 35l 0 Leaie dalaall @l LAY pasid g
(b e sl s Letie e @) LEaY) aadid Ly ,(0.05) e LS
ANV (5 fise dad (o HLERY) i a2 5 ¢(0.05) e S AN 5 s o S0
Lot S Al aas (o Lags ¢ omndall 55l g Ll 58 e iy Les 0.05 e Ji
2 (3) A Jsasdls Al Zisai dsia e i oF el 55 aae
o) Jloal 2l (adle

(3) pdu do
bl 555 A8 el i gl pams — i g el g8 )

Tests of Normality

a. Lilliefors Significance Correction

Shapiro- Wilk Kolmogorov SmirnoV’
Sig. df Statistic| Sig. Df Statistic
.000 246 683 .000 246 25T | pedl =y
.000 246 736 .000 246 258 | Ul gl as
34l
.000 246 314 .000 246 382 | sl dile
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il e e JS il Lo b o alall dl) z3sall 38 i
Yy Gulaill el Y Mvie Jlall il 3 sal) G da 8l 138 Giaty o113 5 ciliiunal)
ool alasind wy add) Jalal e saaally cclabeall 08 dglend Tam o jlie] oSy
el e e S Tolerance Jalaa lusialy ¢llh 5 «Collinearity Statistics
Lulie JLaa¥) 13a 323 3 (Variance Inflation Factor VIF alay & (a5 il
i (5) 0e Sl (VIF) e Jgand) o 5 (89) dliiusall il i)y ol 31 il
O () ) o oDl ¢(gind) Jiaad) el il s0s) A0 3505 )
YV Al zisa o e Ju L 5) 00 o Aiial @l yiall gpead (VIF) L
bl Jalal Al (e e

(4)ads dox
i) g3l s

Coefficients ®

Collinearity Standardized| Unstandardized
Statistics Coefficients Coefficients
Std.
VIF Tolerance | Sig. t Beta Error B Model
.000 | 11.529 .088 1.018 | (Constant) 1

2.445 409 815 -.234 -.014 .090 =021 | peddl dile
RIT

1.197 .835 .000 | 12.147 493 341 4145 [ aedl =)
gl

2.295 436 .000 - -.624 136 -1.512 | x xila

11.099 b sl ial
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gi\:\.“ bl Ny lad) -
¢dday yie 5 glatiall Claaliall CilS 1Y =3 gaill 4 S Jalo Y) Alhe el
(Durbin Watson DW) jliia) alassial &3 Gl (e Gaaill g cdalii ¥) lld o) ja (a8 508

L L )
(5) a2 ds>
AN Bl ) Laal
Std. Error | Adjusted
Durbin- of the R R
Watson | Estimate | Square | Square R | Model
2.043 | 1713249 A75 481 |.6947 |1
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(6) a2 Jy2a
el ) & el gl Lsa)

i) Ay

Aad o | dad 8 | gobmal | Jawgiall & Uadl) iial)
& Uadl)

0.693 | -0.306 0.258 0.107 leadd) | (Xift) aged) g

0.899 | -0.016 0.278 0.280 el g Uad
1.858 | -0.119 0.289 0.127 sl o Uad

& sl
0674 | -0262 | 0.148 | 0.051 s Y]

g Usil
0710 | -0.093 | 0196 | 0.173 elial

& Wadl) Jol agmdl r
13.600 | 0.360 | 2.322 1.758 Sleasl ( Pijt- 1)32al
9.500 | 0.280 | 2450 | 3.925 | (el gl
5700 | 0670 | 1.231 1.645 gl g Uad

& Usdl
7.340 | 0400 | 0999 | 1.144 RPN

& sl
9.950 | 0290 | 2079 | 2407 PSER

& sl
8.569 | -8.476 | 1.777 | 0.041 Sl | (Rit) pgedd) ite

4.750 | -6.075 1.851 -0.278 el g Uad
1.990 | -1.355 0.504 | -0.065 sl o Uad

5.950 | -4.201 1.134 0.015 ER PN

6.504 | -3.433 1.133 0.060 cluall
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b gl) ial) Xailal)
0.000 | -8.476 1.219 | -0.252 Sleadll (DRi,t xRit )

0.000 | -6.075 1.322 | -0.643 el g Uad
0.000 | -1.355 0.308 | -0.181 Al ¢ Uad

g Uil
0.000 | -4.201 | 0639 | -0232 | sl
g il
0.000 | -3.433 | 0581 | -0.272 elinal

Lelilat g cilua il jlas) 2.2.6
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Ladailly (plandd dua ) 50

Glda) (el e oy 3 5 ((Beaver and Ryan, 2000) g3 sad Gy
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A ASLal (3§ siad 4, yidal) Aal) Jaw gia () A guie ASLall (3 58ad 48 gl Al Jass i
leladl e de jsey Aol die Gaa Auhadil A ealud) oS,
w55 (8) Ay Uil iy G b (2005-2012) o 5l Pla Al
(Beaver and Ryan, 2000) 73 sl 8 5 Lagaill il siase canen dpslaid¥) e Undl)
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1.636 el s 0.758 s=liall | 0.941 (ulaldl)
@l el
2.022 EIPO I RUNE W 1.358 Sanas,i| 0.888 (il
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1.586 aglall @og 3l 0.949 Alaall | 2312 | agasal cplauds oy
il paiantiiagl) Dl plata
1.301 Al 0.890 s el
1.033 Candd al 5
delial 4k )
0.481 BEBN
1.226 L gl 1.035 bl | 1.300 S gl)
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FRCPWA] Omall) g Ul FRCPWA] lardl) g Uadl)
1.000 opabll s 5 0.968 lasdll 5 Jaa gill 4ol
2.772 Ll gl il 0.967 el Sl digdaildl
3.178 cpalill a1 5 58 2.697 Lnhanddl) L)
DSl dpihalill 3y jel)
0.881 G gl
0.531 el A jliad) A3l
0.990 il Ay el Asas el
2317 L gl 1.172 bl
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Badarl) ds 0 uen ALyl cle Ul g i

A g Aaill lual) oo gial
LB Aadl ) Al (gshal gual | il
2317 el ¢ s 1
1.300 ERNPAIK 2
1226 | elial gl 3
1172 | olessl) g Uil 4
1035 | ) gl 5

Ladatll (5 gina Can (o (Y1 Ayl Jing el g Uk (o kel J gl (e ey

Aidadal) Lalad) dealisdl) S il Lggl) i ) Apaba@y) cileUadll G aulad)

¢(2.317) ALl (3 8ad 4, yaal Aagdl ) ASLal (3 s8] 48 guadl Aol Jans e aly dan
i Zpalaidy) cleUadl) Ji Lénuy) ¢ Uad s

Cin ((Basu,1997) z3sa Gk D& (e dpa il o3 daaa e Ginll
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s ala dga g sadl Wl (Basu, 1997) zasas jlial =i (9) a8 Jsaall el

s Fa 5 Al abal) Faabisall S0 (sal aulaal) Jadntl

(9) a2, dss>
AV L il £ sall Pooled Least Squares & il jasdy) JLidl gl

Standardized | Unstandardized
Coefficients Coefficients
Std.
Sig. T Beta Error B Model
.000 4.771 019 .090 | (Constant) 1
.035 2.121 .196 014 031 | aed) Xl
Ri,t
.003 -2.985 -.206 .027 -.082 | _adl
DRi/t
.094 1.620 -.150 .022 -.036 | x il
i)
s
Ri,txDRi,t
0.11 R-Squared aadll Jalaa

se A Pl Gum ¢ (N-P-1) Zs 335 0.05 & gine (5 s vie Al saall t dad
1.660 a5 ((1-3-248 ) ziseill b dliiad) < yidl)
CalS 13 ecnlS il ALy HlE b Jaiatl (and 2y (Basu,1997) g sail i
(Ri,txDR,t) il of Jiag 1385 (i) silall) 45l oLaS G €T -1y )
zisall (R?) o 223 (9) iy Jsandl (o5 chitban) Ll 058 o amy pdsalll b
Lamill les) diey cmitie dwd s 0.11) Al wlsal L)




(2014) (2) 22ul (17) alaall Slwljallg Sgaudl clill

Y ddadddl) dda)) daled) Gl il e s aball bl sl Gl 31 dueas
bl daca ) Qe (HO: B2=0) (b LS Ll et Ll S 5 cdadatlly o
da e a5 ¢(=0.15) s (Ri,tXDRIE) Lsiall (B) Jaall Jalas of 2a3 (Ha: B220)
o ST Ldlaial 5 3 gl Lgiad (e J8 a5 (1620 ) sk (t-test) <l Y ¢ Lilias)
S 53l (5ol ralaall Jaiatl (5 gia (mliadl (et 5 Apedell dpm jill Jis 131 ¢ (0.05)
Al 4l clia g Lo e (363 1385 .(BaSU, 1997) 3 sad Cann Aiplandil) dalal) Loalisal
+(93) SHendl ¢(92) Paes ¢(91) s
Tk I IO
da o) Lalall ealisdl) S 52 (o) gl A gl dadl o sl Jaisill i aa g ¥
Ol a5 S

S a0 (5ol agaall 48 gual) Al 5 AL 3 58D 8 Jadatl s ADARY dpum yill o2 S
Aflanyl Gunlia ol el (12 )¢(11) (10) s, dsaadly ciyidandal) dalall Zaalosal
Gz il o8 ¢l il

(10) a8, Joa>
ZANRY Apda il il ua gl plasyl (uslia

Std.

Deviation| Mean | Maximum| Minimum N

1.0045 | 1.2972 8.5177 0.2126 248 | laaxnl)

1.9155 | 1.9241 | 13.6000 0.0000 | 248 | el
3 g
Pi,t

248 | Valid N

(listwise)
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(11) A8, Joa

Model Summary ®

Mode R R Adjusted R | Std. Error

I Square Square of the
Estimate

1 693° 480 A78 1.38377

a. Predictors: (Constant), Jasasl)
b. Dependent Variable: Pi,t

(12) a2, Jgaa
3.,\33.‘.43\ MUM\ LSJ:\MMC)*LL.\SJY‘ Jalza

38 sul ol
Pi,t Jagar)
693" 1 | Pearson Jagal)
Correlation
.000 Sig. (2 - tailed)
248 | 248N

** Correlation is significant at the 0.01 level

(2- tailed).
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4 puad) Al e Lagatl) il Tl V) Jelas of (1) Ay dsndl e ey

(12) &8, Jsaal) a5 ¢(0.01) A sina (5 simsa 2ic AV 53 e 54 5(0.693) agl
iy La 1Y) Aadi e g (0.48) <l R-Squared wasill Jalas dad o ol
Sl U5l oSy ey e oliys (Sig 0.000) des culS 28 ¢(9) 4, Jsand) b Lgiaiy
(Ml 5 A8 5 agad A8 sl Aadll o Al o3 ) 8 Laeatl o gal T Gl
Biaill ey 8 aag sl S5 diadl Gl Jy o iall Gaa ) i
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