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The Impact of Practicing Accounting Conservatism upon Financial
Performance of Profit Margin and Total Assets Turnover

By
Salman Khaled Abuhdaeb
Supervisor
Dr.Abdelrahim Algadomi
Abstract

The study aimed to indicate whether there was a difference in
accounting conservatism, and its impact on the profit margin and the total
assets turnover for a sample of 21 highly profitable industrial public
shareholding companies for the period 2012-2016. The study used the method
of descriptive statistics, Wilcoxon signed ranks test and simple regression to

test hypotheses and data analyses.

The study found that there are significant statistical differences between
highly profitable industrial public shareholding companies in the practice of
accounting conservatism, and there is a negative statistically significant effect
of practicing accounting conservatism (whether at high or low) on the profit
margin in highly profitable industrial public shareholding companies. There is
no statistically significant effect of practicing accounting conservatism (when
it is low) on the assets turnover in highly profitable industrial public
shareholding companies, in addition, there is a positive statistically significant
effect of practicing accounting conservatism (when it is high) on the assets

turnover in highly profitable industrial public shareholding companies.



The study reached to many recommendations; the most significant one
Is to encourage the legislative authorities to impose laws that contribute in the
control of the application of the accounting conservatism, which affects the
quality and credibility of financial reports and therefore profits, and to
encourage companies to increase the useres's of the financial statements
awareness about the accounting conservatism and its impact on the financial

statements.

Keywords: Accounting Conservatism, Profit Margin, Assets Turnover.
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Descriptives

(Suasy) Jatll cila da

(1) Galal

Descriptive Statistics

N Mean Std. Deviation Minimum Maximum
Conservatism 21 -2,69352 4,792572 -18,297 ,676
Profit Margin 21 .16352 .220069 .010 912
Total Assets Turnover 21 .87562 .639341 .061 2.641
NPar Tests
Descriptive Statistics

N Mean Std. Deviation Minimum Maximum
Conservatism 21 -2,69352 4,792572 -18,297 ,676
Mean 21 .67600 .000000 .676 .676
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Wilcoxon Signed Ranks Test

Ranks
N Mean Rank [ Sum of Ranks
I[Mean - Conservatism Negative Ranks 0? .00 .00
Positive Ranks 20° 10.50 210.00
Ties 1°
Total 21

a. Mean < Conservatism
b. Mean > Conservatism

c. Mean = Conservatism

Test Statisticsb

Mean — Conservatism

z -3.920°
Asymp. Sig. (2-tailed) .000

a. Based on negative ranks.

b. Wilcoxon Signed Ranks Test

T-Test

One-Sample Statistics

N Mean

Std. Deviation

Std. Error Mean

Conservatism 21 -2.69352

4.792572

1.045825
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One-Sample Test

Test Value = .676

95% Confidence Interval of the
Sig. (2 Mean Difference
t df tailed) Difference Lower Upper
Conservatism | -3.222 | 20 .004 -3.369524 -5.55108 -1.18797
Regression
Variables Entered/Removedb
Model Variables Entered Variables Removed Method
1 Conservatism Enter
a. All requested variables entered.

b. Dependent Variable: Profit Margin

Model Summaryb

Adjusted R Std. Error of the
Model R R Square Square Estimate Durbin—-Watson
1 .686° 470 .442 .164369 2.412
a. Predictors: (Constant), Conservatism

b. Dependent Variable: ProfitMargin
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ANOVA®
Sum of
Model Squares Df Mean Square F Sig.
1 Regression .455 1 455 16.852 .001°
Residual 513 19 .027
Total .969 20
a. Predictors: (Constant), Conservatism
b. Dependent Variable: ProfitMargin
Coefficientsa
95.0%
Unstandardized | Standardized Confidence Collinearity
Coefficients Coefficients Interval for B Statistics
Std. Lower | Upper
Model B Error Beta t Sig. | Bound | Bound | Tolerance| VIF
1 (Constant) .396 067 5.906( .000| .256| .537
Conservatism | -.326 079 -.686(-4.105( .001| -.492| -.160 1.000| 1.000
a. Dependent Variable: ProfitMargin
Regression
Variables Entered/Removed®
Model Variables Entered Variables Removed Method
1 Conservatism Enter

a. All requested variables entered.

b. Dependent Variable: Total Assets Turnover
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Model Summaryb

R Adjusted R Std. Error of the
Model R Square Square Estimate Durbin—-Watson
1 .497° .247 207 .569335 2.306
a. Predictors: (Constant), Conservatism
b. Dependent Variable: TotalAssetsTurnover
ANOVA®
Sum of
Model Squares df Mean Square F Sig
1 Regression 2.016 1 2.016 6.221 .022°
Residual 6.159 19 324
Total 8.175 20

a. Predictors: (Constant), Conservatism

b. Dependent Variable: TotalAssetsTurnover

Coefficients?®

Unstandardized|Standardized 95.0% Confidence Collinearity
Coefficients | Coefficients Interval for B Statistics
Std. Lower Upper
Model B Error Beta t |(Sig.| Bound | Bound (Tolerance| VIF
1 (Constant) | .386 | .232 1.659|.113| -.101 .872
Conservatism| .686 | .275 .497 2.494(.022( .110 1.262 1.000 (1.000

a. Dependent Variable: Total Assets Turnover
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0.019 | 0.046 | 0.078 | 0.047 | 0.037 0.033 | 0.035 EKPC- Ciulailly dsLbll JL3Y)
0.032| 0.060 | 0.069 | 0.071 | 0.085 0.069 | 0.004 JVOI- dig ) L) cigh ailas
0.009 | 0.213 | 0.223 | 0.218 | 0.218 0.205 | 0.203 HPIC — djgal) cile Liall 5Ly
0.070 | 0.172 | 0.197 | 0.214 | 0.250 0.117 | 0.083 NCCO- ¥ — dulladd) cuiacd
0.006 | 0.010 | 0.019 | 0.012 | 0.007 0.007 | 0.005 JOPT- duia ) Jgal sliaa
0.014 | 0.099 | 0.115 | 0.091 | 0.083 0.111 [ 0.095| MBED — &bl sy cilagal) dolial 4yl
0.014 | 0.016 | 0.013 | 0.022 | 0.001 0.037 | 0.007 UCIC— 5aaiall cdlls!) asibas
0.004 | 0.010 | 0.011 | 0.010 | 0.009 0.004 |0.015 JMCO — a ) ala,
0.030 | 0.094 | 0.049 | 0.117 | 0.126 0.088 | 0.092 SNRA - o) — 495 cleluall §) g
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2012 JsN) Glisd Jira ciludal

Qs Jaaa .

. Jsa¥) goara Glazaall Ala Ayl
Joa¥) -
1.434 10100665 14486031 JODA- L oLyl
0.840 16987704 14272490 AALU-(JY)) assial¥) dslival 4l
1.132 28905920 32717239 ICAG— (g ) &3l dylash Le Lial
0.122 73576165 9004695 JOWM — Ziaf) ¢ 15a¥) il
0.543 7369948 4001818 JOIC- Aol Lyslastl) clelial)
0.791 25421705 20107963 GENI- dalal) cfjlaingy)
0.541 1083453000 586268000 APOT— ) (ulisd
1.727 9789840 16904568 UMIC — bl gl Zganl) duallal
0.071 52231650 3689876 RMCC-4Lay) clay silly 5alad) ¢ ghall
0.169 1519815 256698 PERL- auall 3,4l delial 53150
0.917 13229541 12126641 NATA- agialy) cilelual dihgl)
0.056 24588252 1366368 AIFF — jLetyly LieS dlsal dual) ailiaal)
9.029 1004670 9071255 EKPC— Ciutiilly deLall JLEY)
0.880 7935255 6980792 JVOI- L) sl gl il
0.611 13818230 8443660 HPIC — 454 cileliall 5Lall
0.759 70663559 53602782 NCCO- o) — Llladl) ciiacd
2.638 1534883696 4048419507 JOPT— ddafy) Jg il Blas
0.693 25624729 17764047 MBED - Lkl Lis¥lg classall e lial dypal)
0.465 59171207 27514549 UCIC— saaiall i) ailas
0.506 8397091 4246929 JMCO — (4 als,
0.858 36294954 31130358 SNRA - ) — il cilelall 5 g
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2013 Jpa) Cligd Jara culuada)

Qs Jara .

. Jdsal) gsara Glazaall Ala 4l
Jdsay) ;
1.517 10827133 16422606 JODA- duaf oy
0.737 18757996 13817756 AALU-(J)) assial¥) delial sl
0.853 34985280 29833494 ICAG— (g i¥) Aol dulal) A lial)
0.120 79506498 9502109 JOWM — Lua &l ailas
0.617 8202307 5064059 JOIC- Al duslassl) il Ll
0.739 25212947 18622714 GENI- dalal) cfjlaingy)
0.515 1012622000 521209000 APOT— ) (ulisd
1.793 9693649 17382357 UMIC — 4Ll g3t ddant) dpallal
0.677 52637480 35653208 RMCC-alay) clasilly jatall ¢ shld)
0.115 1511192 174024 PERL- auall (3 sl) delial 53150)
0.807 15065734 12165033 NATA- agialy) cilelual dihgl)
0.049 30064803 1475882 AIFF — Laiiuly 4,350 4l dual) ailaal)
1.055 10563620 11139817 EKPC- Ciliilly delall JLEY)
0.856 6705186 5736432 JVOI- 438 &8l cipesl) adluas
0.662 14810863 9807369 HPIC — 454 cileliall 5Lall
0.706 74433058 52561358 NCCO- () — dulladd) Cuiand
2.442 1765784380 4312465945 JOPT- dua ¥ Jg il slias
0.714 29586193 21117970 MBED - bt digffly clasall delinal Ayl
0.533 54586633 29102941 UCIC— saaiall i) ailas
0.509 9140045 4647837 JMCO - gl ala,
0.978 39060167 38205742 SNRA — ¥ — Al cileliall §) i
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2014 JsN) Glysd Jira qluda)

Qs Jara .

. Jdsal) gsara Glazaall Ala 4l
Jdsay) ;
1.465 11652263 17066865 JODA- L oLyl
0.826 18305745 15129362 AALU-(J)) assial¥) delial sl
0.877 28045940 24590268 ICAG-(z wi¥l) &l dujlal delial
0.105 79707170 8381722 JOWM — s ¢1saY) ailas
0.608 7738391 4703603 JOIC- Al duslassl) il Ll
3.466 25999984 90103296 GENI- dalal) cfjlaingy)
0.565 948423000 535465000 APOT— ) (ulisd
1.532 11521969 17648302 UMIC — 4Ll g3t ddant) dpallal
0.791 54024861 42727755 RMCC—4uLiay) el silly jaladl ¢ shld)
0.116 1552472 180584 PERL- auall (3 sl) delial 53150)
0.734 16438498 12073363 NATA- agialy) cilelual dihgl)
0.061 36092130 2200484 AIFF — Laiiuly 4,350 4l dual) ailaal)
1.014 11065462 11220078 EKPC- Ciliilly delall JLEY)
0.890 6247550 5563074 JVOI- 438 &8l cipesl) adluas
0.645 16891690 10888015 HPIC — 454 cileliall 5Lall
0.764 97547190 74573343 NCCO- o) — dulladdl cuiaud
2.571 1798635967 4624127707 JOPT- dua ¥ Jg il slias
0.725 29630450 21479900 MBED - bt digffly clasall delinal Ayl
0.526 52908633 27831049 UCIC— saaiall i) ailas
0.685 7938528 5434303 JMCO — i) alsy
1.041 41478219 43166563 SNRA - a8 — L33 cle liall §) gai
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2015 Jouatl) 0liss Jora lasia)

Qs Jaaa .

. Jsa¥) goara Glazaall Ala 4l
Joa¥) -
1.435 11601753 16650379 JODA- 4aa 1 oY)
0.824 16312501 13434188 AALU-(Jl)) assial¥) dslinal dy
0.700 25911755 18139851 ICAG—(z 1Y) A3l dyjlatll A lial)
0.113 76423494 8615883 JOWM — 45 &Y aibas
0.859 6555716 5629405 JOIC- dua ) Lglassll cileial)
0.311 26858239 8358439 GENI- dalal) cfjlaingy)
0.518 1018631000 527527000 APOT— ) (uligd
1.398 11146023 15583725 UMIC — sl gl dyanl) dallal)
0.730 56385559 41145026 RMCC- 4Ly el silly salad) ¢ hald)
0.109 1633980 178491 PERL- auall (3,5 delial 531300
0.620 14701980 9120385 NATA- agsialy) cile lial dyihg)
0.064 34071608 2164552 AIFF — jlaiiadly 423850 dal) Lupl) ailaall
1.040 10543826 10962928 EKPC- Caaillg deldall JLEY)
0.810 6282246 5091275 JVOI- 4sa ) 4l gl pilias
0.576 18236464 10512347 HPIC — duflsall cile linall 3Lal)
0.607 120198857 72902281 NCCO- (a ) — Adladd) Cuiiad
2.040 1283198686 2618174888 JOPT- i) Jg il sliaa
0.670 28493129 19088348 MBED - ihadl 4y cilanall dslial 4yl
0.615 52067952 32015231 UCIC— 5aaiall cilsll ailas
0.868 8237847 7151819 JMCO — ) ala,
0.848 49378101 41850339 SNRA — ¥ — Al cileliall §) i
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2016 ) Cligd Jara culuda)

Qs Jara .

. Jdsal) gsara Glazaall Ala 4l
Jsa¥) ;
1.171 13385478 15672418 JODA- dia ) oLy
0.750 15879089 11911406 AALU—-(J))) pssial¥) delival 4yl
0.521 26744485 13940491 ICAG—(z 1Y) A3l dyjlatll A lial)
0.097 75022757 7270974 JOWM — s ¢1saY) ailas
0.794 6840064 5430045 JOIC- da ) dyglall cileLinal
0.299 27336624 8162831 GENI- dalad) cfylaiiny)
0.402 920654000 369651000 APOT— ) (ulisd
1.530 11764873 18002812 UMIC — 4Ll g3t ddant) dpallal
0.685 61771322 42308299 RMCC- 4Ly el silly salad) ¢ hald)
0.119 1429127 169981 PERL- _auall (3,5 dslial 33130
0.570 14185840 8080182 NATA- agialy) cilelual dihgl)
0.076 27866000 2119578 AIFF — Laiiuly 4,350 4l dual) ailaal)
1.066 9585451 10214514 EKPC- Ciliilly delall JLEY)
0.770 6887859 5303856 JVOI- 43 ) sl cypil) asbas
0.509 20717436 10536845 HPIC — L)5a) cilelivall 5Lal)
0.588 107701191 63366846 NCCO- ¥ — dlledd) ciiland
1.417 1243232980 1762067714 JOPT- dua ¥ Jg il slias
0.675 28920888 19525328 MBED - &bl 4ty cilassal) dslial 4yl
0.459 47105970 21625608 UCIC— 5aaiall cilsll ailas
1.096 7926094 8689530 JMCO — i) alsy
0.808 59252138 47854837 SNRA - ) — il cileluall §) i
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Jea) (hgd Jaral hagh slasyl

i)yl Jousl) .
ot | o 2016 | 2015 | 2014 | 2013 | 2012 PESRAT
0.135 1.404 | 1.171 | 1.435 | 1.465 | 1.517 | 1.434 JODA- 4ua§) oLy
0.048 0.795 | 0.750 | 0.824 | 0.826 | 0.737 | 0.840 AALU-(J))) assial¥) dslinal Ayl
0.226 0.817 | 0.521 | 0.700 | 0.877 | 0.853 | 1.132 ICAG—(z 1Y) A3l dyylatl) A liual)
0.010 0.111 | 0.097 | 0.113 | 0.105 | 0.120 | 0.122 JOWM — 4ia ) #15aY) ailas
0.135 0.684 | 0.794 | 0.859 | 0.608 | 0.617 | 0.543 JOIC- 4sa ) Lglasll cileLial)
1.331 1.121 | 0.299 | 0.311 | 3.466 | 0.739 | 0.791 GENI- dald) cfylainny)
0.063 0.508 | 0.402 | 0.518 | 0.565 | 0.515 | 0.541 APOT- ) (ulisal
0.161 1.596 | 1.530 | 1.398 | 1.532 | 1.793 | 1.727 UMIC — 4lall cipailt diant) dallal
0.294 0.591 | 0.685 | 0.730 | 0.791 | 0.677 | 0.071 RMCC-45Lasy) clagsilly Jalad) ¢ ghall)
0.024 0.126 | 0.119 | 0.109 | 0.116 | 0.115 | 0.169 PERL- _auall (3,8 delial 53130
0.140 0.730 | 0.570 | 0.620 | 0.734 | 0.807 | 0.917 NATA- asaial¥) el liual 4kl
0.010 0.061 | 0.076 | 0.064 | 0.061 | 0.049 | 0.056 AIFF - jLaiiud)y 4aeSU dsal) 4y al) ailaall
3.571 2.641 | 1.066 | 1.040 | 1.014 | 1.055 | 9.029 EKPC— Ciiilly deldall JLSY)
0.050 0.841| 0.770 | 0.810 | 0.890 | 0.856 | 0.880 JVOI- 4safy) 45l gl ailias
0.061 0.601 | 0.509 | 0.576 | 0.645 | 0.662 | 0.611 HPIC — i) cileliall 5Lall
0.083 0.685| 0.588 | 0.607 | 0.764 | 0.706 | 0.759 NCCO- oa ! — dlladd) cuiad
0.506 2.222 | 1.417 | 2.040 | 2.571 | 2.442 | 2.638 JOPT- s ¥ Jg il Slias
0.024 0.695 | 0.675 | 0.670 | 0.725 | 0.714 | 0.693 MBED - ibaudl 4y cilanall delial 4yal)
0.063 0.520 | 0.459 | 0.615 | 0.526 | 0.533 | 0.465 UCIC— 5aaiall cdlulsl) aibas
0.252 0.733 | 1.096 | 0.868 | 0.685 | 0.509 | 0.506 IMCO — 3 f) ol
0.098 0.906 | 0.808 | 0.848 | 1.041 | 0.978 | 0.858 SNRA - (3§ — il cleliall §) gain
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(4) Gada

g hadl) s doa)yal) &) yrial gmaj\ sLasy)

dbigal) AdiB Lhasl slasy)

-

s g Jana Lag)l) il rralaal) Jagatl) FESRA
1.404 0.060 -0.447 JODA- dis ) oy
0.817 0.035 -11.637 ICAG—(z Lui¥l) de )30 dylatl) A Liual)
0.111 0.583 0.619 JOWM — 4549) ¢ 15a¥) gilias
0.684 0.037 -2.783 JOIC- 45y dyslassl) cilelial)
1.121 0.119 -0.767 GENI- Zalal) cfylaiiny)
1.596 0.053 ~7.428 UMIC - ALl cigyslt Apaal) duallal)
0.591 0.131 -1.096 RMCC—Zslaay) clasilly salad) ¢ skl
0.126 0.380 0.103 PERL- _auall (3,5 delival 550
0.061 0.912 0.031 AIFF — jlaiialg 403630 4l dual) ailaal)
2.641 0.046 -1.126 EKPC- Cinlailly deldall JLEY)
0.841 0.060 -6.610 JVOI- dia ) Al ¢yl adbas
0.601 0.213 0.066 HPIC — djal cile Luall 5Ll
2.222 0.010 -0.203 JOPT- duia ) Jg il Blias
0.695 0.099 -0.172 MBED - 4l sy clasall dslial Al
0.520 0.016 -18.297 UCIC— sasiall cdils) aibias
0.906 0.094 -0.251 SNRA — o) — 4l cileliall ) guiw
0.934 0.178 -3.125 (aal) Jaugl
0.726 0.248 5.319 Ghaal) Cilaly)
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Al ASuY) Ahdidl Laagl) slasy)

0.795 0.045 -1.969 AALU-(J)l) agsialy) delival dujal)
0.508 0.241 -0.279 APOT— il (ulisdl
0.730 0.118 0.676 NATA- asial¥) cilelical dyibgl)
0.685 0.172 0.172 NCCO- ) — dlladdl cuiand
0.733 0.010 -5.166 JMCO — ) ala,
[ oe0 0 om7 | a3 [0 et
0.109 0.094 2.372 Slaall Cilaiy)




