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An Examination of Financial Characteristics of
Companies Involved in Creative Accounting Practice:

Evidence from Developing Countries
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6.0 Conclusion

In general, it can be concluded that Pakistani companies that practice creative accounting (as
indicated by the ‘other than clean’ designation in ICAP sample, and the misrepresentation of accounts
in SECP sample) show many substantive and significant statistical differences when compared to
control samples, i.e. companies that have not been thus flagged. These differences can be used to help
determine whether specific firms are using creative accounting methods to enhance the general
financial outlook being presented to the public. They can also serve as a way to ‘red flag’ firms for
further study and examination. The statistically most significant measure of difference between the
two samples and their respective control samples has been ‘gearing ratio’ and the most least significant
source has been the two liquidity ratios. The results support the findings of Naser (1993), Breton and
Taffler (1995) and Beneish (1999) who found gearing as a significant variable of creative accounting
practice.
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