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The Relationship between Discretionary Accruals
and Future Earnings under the Concept

of Business Life Cycle
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Abstract

This research identified the relationship between discretionary
accruals and future earnings under the concept of the business life cycle.
In accordance with business life cycle concepts, this was accomplished
by dividing earning management into the 3 following stages: 1) the Growth
stage, 2) the Maturity stage, and 3) the Decline stage. Moreover, the earning
management was divided into 3 types: 1)the Discretionary Current accruals,
2) the High Discretionary Current accruals, and the 3)Discretionary
total accruals. The population was collected from the Stock Exchange of
Thailand from the years of 2014 to 2018 B.E. However, the financial industry,
the Insurance industry, and rehabilitation companies were all excluded.
The population consisted of 317 companies. For this research, multiple
regression analysis was also adopted.

The results revealed that through accrual transactions, profit
management had correlated with future profit and future enterprise value
because earning management had differed over the business life cycle.
This implies that the executives may use earning management to deter-
mine the direction of the profit and the firm’s value in order to correspond

to the investors’ expectations, particularly during the maturity and decline
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stages when the relationship appears to be in the opposite direction. This
further implies that during these stages, the executives may use the earning
management techniques through discretionary total accrual to create profits
as expected. Therefore, by incorporating the business life cycle into analysis,
the efficiency of the decision-making process will be increased.

Keywords: Earning management, Business life cycle, Future earnings
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ANSIN 3 LARAGIINNIAAFUFLAT L ULIAIFWLS
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Industry Quintile
AGE SG CE DP
80%-100% 1 5 5 3
60% - 80% 2 4 4 3
40% - 60% 3 3 3 3
20% - 40% 4 2 2 4 (2)*
0% - 20% 5 1 1 5(1)*

17"34"1 : Yonpae and Chen (2006)

WUHELUB* INNATUUUIINTES AGE, SG uaz CE HATioandn 7.5 ATLUL uaz
DP &g lutag Industry Quintile 7l 0% - 20% A1 DP agdlAwiniu 1 Az uaz
%1n DP 2¢/l1194 Industry Quintile 7 20% - 40% #n DP azflAnuiiy 2 Az
WAUINAZLUUIINTDY AGE, SG WAy CE HANINNGT 7.5 AZUUY UaY DP
og/lu94 Industry Quintile 7 0% - 20% F1 DP Az ANYINTL 5 AL LAZIN
DP a¢/11194 Industry Quintile §l 20% - 40% 1 DP azflA1iTL 4 Azl
Lﬁm”mﬁuﬁumxuuummﬁqLLﬂiLLﬁmemamgﬂiﬁﬁaﬁ S PNEELITETNG
AZLUUTINAZTAYINAL 16-20 ALY ﬂiqm?tyLﬁuimmﬁmuuummzﬁm
Wil 9-15 AZULY LAZTNNANDEAZULULIINATAANWNL 4-8 ALY
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ANSIN 4 LAANHANIINARDLANANAUTITUINNIIUNIANANNA 3 gLl

Aunlsluaunanm
Dependent Variable
AE_

Independent Variable ACC P TA
Constant 0.024 0.028 0.026
Dummy1 -0.003 0.048** 0.014
Dummy?2 0.000 0.000 -0.005
Dummy3 -0.057* -0.06* -0.052*
SIZE -0.006 -0.007 -0.007
DE 0.000 0.000 0.000
ROA 0.002* 0.002* 0.002*
IND1 -0.008 -0.007 -0.008
IND2 -0.003 -0.004 -0.002
IND3 -0.001 -0.002 -0.002
IND4 -0.004 -0.005 -0.004
IND5 -0.012 -0.013 -0.012
IND6 -0.001 -0.001 -0.001
Durbin-Watson 2.068 2.061 2.067
R Square 0.085 0.087 0.086
Adjust R Square 0.078 0.080 0.079
N 1585 1585 1585

UNTELUB 7 vunede Hpouduiug o szdudedAny? 0.01 waz 0.05
ANNAAL
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ANTIN 5 LAANHANIINARELANANAUTITNINNT8NIALANN 3 gLluu

Independent Variable

Constant
Dummy1
Dummy?2
Dummy3
SIZE

DE

ROA
IND1
IND2
IND3
IND4
IND5
IND6

Durbin-Watson

R Square

Adjust R Square

N

UNNELUAB */* UHN8ie HANANRuE o

ANHANAL

AuyaAinanisluaulAm

Dependent Variable

ACC
-1.945
0.342
-0.939*
-1.394
0.626*
0.001
0.036*
-0.255
-0.321
1.273*
0.123
0.602
-0.277
1.973
0.482
0.478
1585

ATobin’'s Q
57-61

P
-1.275
-1.765
-0.374*
-0.346
0.481*
0.001
0.035*
-0.879
-0.407
1.217*
-0.056
0.345
-0.419
1.983
0.098
0.091
1585

TA
-0.531
-0.349
-0.415
-0.849

0.296
0.001
0.037*
-1.501*
-0.452
1.1256**
-0.119
0.242
-0.428
1.985
0.023
0.015
1585

szfutad1AtyR 0.01 Laz 0.05



