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Limitations

This study is not without limitations. First, we measure

accruals using total accruals, the Jones and the Modified

Jones models. As suggested by McNichols (2000), earnings

management measures based on aggregate accruals may

incorrectly specify earnings management and result in

misleading inferences about earnings management behav-

ior as these models do not consider long-term earnings

growth. In addition, prior research (e.g., Dopuch et al.

2012) suggests that if the firms in the industry are not

homogeneous, then discretionary accruals estimated cross-

sectionally can be noisy and bias the resulting tests (Gul

et al. 2009).
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