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Abstract:

This paper presents a theoretical analysis of earnings management literature. The
prevailing presumption is that the managers, acting as fiduciary officers of the
corporate trust, will maximize long-term profit, safeguarding the best-interests of
the shareholders. Seeking perfection in strategic planning and consistently
successful ventures, in conjunction with a focus on aggressive earnings
management will counteract one of the most persistent problems faced by
managers, which is a tendency to focus on short-term personal incentives as
opposed to the long-term success of the company.

An important issue in financial reporting is the extent to which -managers
manipulate reported earnings. Numerous studies have used a variety of accrual
prediction models which have been used to detect earnings management. These
models can be classified into a simple models and other sophisticated models.
While these models have been used often, little attention has been paid to the
relative or absolute accuracy of different accrual model. Furthermore, this paper
is organized as follows: first, the meaning and definition of earnings
management. Second, the incentives of earnings management. Third, the ways to
manipulate earnings . Fourth, the cost of undetected earnings management. Fifth,
the measurement of earnings management. Sixth, showing some previous
studies, and finally the conclusion.
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