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Abstract

Once the key insights of corporate finance quality in Kazakhstani listed state SOEs are obtained, it is time to turn to
separate strategies of corporate reporting manipulations. The purpose of this research is to look at accrual-based AEM
strategies that adjust real activity REM practices at year-end. We follow Kasznik cash flow model for accrual-based
earnings management as a best practice methodology and apply it to 572 unbalanced panel firm-year non-financial
observations over 13-year time horizon. To strengthen our analysis, we compare main results with another popular
measurement of accrual-based Earnings management based on the Shivakumar 1996 model. We also winsorised
key investment indicators to reduce the impact of outliers on the main results. The results answer major questions:
1) what AEM strategies state SOEs prefer; 2) how accrual-based manipulations affect the choice of investment
indicators; and 3) whether partially-privatized state SOEs under/over perform private POEs in Kazakhstan. In terms
of theoretical and practical implications, our research findings could be useful to analysts of various strategies in the
AEM/REM dimensions, academic scientists and advocates of partial privatization of state companies. We assure that
theoretical gaps of corporate data manipulations in Central Asian context are to be reduced with increasing number
of publications in the field of AEM practices.

Key words: Earnings quality, ownership structure, earnings management, Kazakhstan, National IPO/SPO,
KASE.

Introduction

Earnings quality volatility is regarded one of important investment indicators that impact
sustainability of companies. Preliminary analysis of Earnings quality in KASE-listed companies with
different state control comes to conclusion that through-IPO partially privatized SOEs under 50-99%
government holding become the best investment strategy based on criteria such as corporate earnings
stability, cash generation, profitability and leverage risk.

Total Earnings quality composes of two manipulation practices, REM through real activities
and AEM by means of accounting accruals. Most studies have been investigating AEM practices as
a major Earnings management instrument in various academic papers though REM practices with
direct cash effects have detrimental nature compared to accruals-reversals game in AEM practices.
Accruals are extensively used and often act as a compensation instrument for cash-affecting REM
distortions undertaken during operational period and before financial reporting adjustments. Purpose
of this research is to look at accrual-based AEM strategies that adjust real activity REM practices at
year-end, particularly in through-IPO partially privatized SOEs.

During our analysis we appeal to Brennan for earnings management academic definitions,
explanations, interpretations [1]. Although some scholars insist on the existence of both «Good and
Bad» earnings management, we emphasize on the opportunistic use of the financial reporting strategy
that usually leads to the accounting manipulations with reference to Healy & Wahlen [2, 3].
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«Earnings management occurs when managers use judgment in financial reporting and in
structuring transactions to alter financial reports to either mislead some stakeholders about the
underlying economic performance of the company or to influence contractual outcomes that depend
on reported accounting numbersy.

To deal with research problem of AEM practices’ effects in privatized SOEs we raise the following
research questions (or «<RQ»). Research objective is to assess the direct and separate impact of AEM
strategies on Earnings quality in KASE-listed companies and provide recommendations to investors
and analysts.

RQ1: Do KASE-listed companies engage into AEM practices?

RQ2: Do AEM-practicing companies differ in ownership structure?

RQ3: What are key investment indicators in AEM-practicing companies?

Findings might be useful to analysts of various AEM strategies. Despite data collection and
scarcity issues, research literature keeps expanding little by little. We believe that theoretical gaps
of corporate distortions in Central Asian context are being reduced each year as more publications
become available to researchers.

The rest of the paper is organized as follows. In the methodology section we describe KASE
population and present earnings management models utilized. In the literature review we develop the
research hypotheses. Then, we share readers with our empirical findings in Results part. Finally, we
conclude.

Materials and methods

We collect data from annual yearly reports or audited financial reports whichever is available on
the KASE electronic site and apply a 4-eyes review procedure to minimize errors.

Sample population attributes are described in table 1 below. We have 52 local SOE and POE
companies across different industries excluding finance-related institutions totaling 572 unbalanced
panel firm-year observations over 2009-2021 period. 46% and 54% of firm-year observations are
SOEs and POEs respectively with 29% government involvement or control on average.

Table 1 — Descriptive statistics

variable Mean SD IQ range Max P50 Min
State dummy 4667 4993 1 1 0 0
State share avg 2929 4078 .5440 1 0 0
AEM practices .0642 .0529 .0846 2815 .0501 .0000
Roa .1047 2618 .1437 4.4579 .0605 -1.0537
CFOTA (cash) 1300 2074 1531 1.0638 .1035 -1.5238
Lev .6000 4197 3579 3.2685 5120 .0586
Growth 3578 3.0916 3104 71.7272 1166 -1
Liq 1.8774 1.9339 1.474 14.4545 1.3202 .0144
Size 4.3441 1.8607 2.486 9.5924 4.0943 1823
Note: Authors’ calculation using Statal5.1 tool.

To verify our raw data is stationary we conduct Fisher-type unit root tests designed for unbalanced
panel data. According to the test, input data don’t contain unit root with p-values = 0 at 1% significance
level.

Testing for normality reveals high kurtosis indicating potential outlier presence. Following the
rule of thumb, we apply winsorising major variables to deal with high kurtosis. Winsorising at 5%
reaches kurtosis around 3-3.5 and skewness between -0.5 and 0.5 indicating that the distribution for
residuals output fairly symmetrical.
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To measure AEM or residuals output, we follow Kasznik cash flow, variation of Jones
model [4, 5]:

TAi,/ Ai,t-1 =a0/ Ai,t-1 +al (ARevi,t)/ Ai,t-1+ )
+ a2 (PPEL,) / Ai,-1 + a3 (ACFOL,) / Ai,-1 +p,

where,
TA (total accruals) — (EBIX-CFO) per cash flow approach,
EBIX — earnings before extraordinary items and discontinued operations,
A — total assets,
Rev — sales,
CFO — net operating cash flow,
PPE — gross fixed assets, and
n - AEM or residuals output.

Kasznik model is a popular widely-used Jones 1991 model variation along with Kothari
performance-based 2005 model and Shivakumar cash flow 1996 model besides classical Jones 1991
and Modified Jones 1995 models.

Kasznik model exhibits relatively higher ranking based on F-statistics, adjusted R*2, individual
model variable significance, yearly cross-sectional and industry-based time-series regression
significance. Based on the results of Hausman test (F-test, LM-test), the presence of Autocorrelation,
Heteroskedasticity, Cross-sectional dependence issues, and due to insufficient number of industry-
year observations instead of cross-sectional regression we apply Random-effects GLS Regression
with Driscoll-Kraay standard errors.

For robustness analysis to strengthen our results, Shivakumar 1996 cash flow model is utilized:

TAL,/ Ai, t-1 =00/ Ait-1+al (ARevi,t)/ Ait-1+ )
+ a2 (PPEi,) / Ai,-1 + a3 (CFOL,) / Ai,-1 + p,

Based on the results of Hausman test (F-test, LM-test) and the presence of Autocorrelation,
Heteroskedasticity, Cross-sectional dependence issues, we apply Fixed-effects (within companies and
with time effect) Regression with Driscoll-Kraay standard errors.

State ownership is expressed as % of total share owned by Government. For our analysis, we split
KASE-listed companies into sub-groups depending on government control. Key investment indicators
are measured as follows: CFOTA — net operating cash flow scaled by total assets, ROA — NI / Assets,
Leverage (or lev) — Liabilities / Assets, Growth — Change % (Sales), Liquidity (or liq) — Current ratio,
and Size — natural logarithm Ln (Assets). Next we discuss literature review and main provisions.

Main provisions

Transparent stable Earnings quality of SOEs is a key to long-term sustainability of companies
and health of the Economy. The National or Peoples’ [IPO/SPO of key largest state companies under
management of Samruk-Kazyna State Fund started in 2012 as a part of large state privatization
program. We expect partial privatization of key large state-owned enterprises in various sectors of the
economy of Kazakhstan through IPO on KASE/AIX Stock Exchanges. Earnings quality measures in
academia, a few of which we discussed in Methods part, should be integrated into the National IPO/
SPO process to attract citizens and serve as an additional comfort to investors. Today, shares of listed
companies compose less than 5% among investment instruments. People still trust not enough and
prefer deposits and real estate as major investment tool.

Placing shares of the key largest companies on national stock exchanges through People’s IPO
should help diversify risk, reduce burden on Samruk-Kazyna State Fund, increase efficiency and
effectiveness of SOEs, and continue raising investment culture among citizens. Willingness of people
to become owners should be dependent on dividends and sustainability of enterprises which can be
determined using several market and academic instruments so that investors could evaluate quality
of corporate information in yearly reports. In the message to the People dated September 1, 2020,
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President of the Republic of Kazakhstan Mr. Tokayev K.K. emphasized on fair competition and new
privatization plan of fully state-owned enterprises (or «SOE») including continuation of People’s IPO
Program of large companies under control by Samruk-Kazyna State Fund. The National [PO/SPO
program started more than 10 years ago with several local IPO launches: KazTransOil joint-stock
company (hereinafter JSC) and Kcell JSC IPO in 2012, KEGOC JSC IPO in 2014 and SPO in 2023,
Kazatomprom JSC IPO in 2018 and SPO in 2019-2020, KazMunayGas JSC IPO in 2022, and Air
Astana JSC IPO in 2024. According to the development plan for 2023-2032, Samruk-Kazyna State
Fund is going to launch another few major to meet KPI of less than 5% own share in the economy.

Last but not the least: recent IPO of Air Astana JSC: In February 15 2024, initial public offering
of Air Astana JSC has become an important milestone in the development of the stock market in
Kazakhstan, particularly this is the first [PO held simultaneously on 3 stock exchanges: Kazakhstan
Stock Exchange (KASE), Astana International Exchange (AIX) and London Stock Exchange. The
launch of the trades was held the AIX office in Astana, and the KASE office in Almaty (zakon.kz).

Air Astana JSC is the largest airline group in Central Asia and the Caucasus by revenue and fleet
size, announces completion of its IPO in amount of USD 370 mln, the most substantial privatization in
Kazakhstan to date with majority participation (58%) by local investors. The share of Samruk-Kazyna
State Fund is reduced from 51% to 41%. Total demand on the local market exceeded USD 483 min
(kase.kz).

Interim results during last 3 years show growing interest among retail investors or ordinary people.
Since 2021 citizens have opened more than 3.7 mln broker accounts against 0.2 min at the beginning.

In the next section, we discuss examples of mixed-ownership reforms. We shall investigate

Earnings quality in different ownership structures so that our results could support the National [PO/
SPO and Kazakhstani economic reforms.

Literature review

Classic papers on Earnings management strategies — In well-known paper on REM strategies,
Roychowdhury finds evidence consistent with managers manipulating operational real activities to
avoid reporting annual losses suggesting price discounts to temporarily increase sales, overproduction
to lower cost of goods sold, and reduction of discretionary expenditures to improve earnings margins.
Roychowdhury believes that managers manipulate not only abnormal accruals and real activities
through investment activities, but also engage into operational real activities [6]. Later Cohen and
Zang discuss substitution and relative costs relating REM and AEM strategies together [7, 8]. Ding
investigates the role played by a firm’s ownership structure in earnings management in China and finds
that the relationship might exhibit a statistically significant non-linear, inverted U-shape behavior
named as the «entrenchment versus alignment» effect [9].

Using research engines (Ebscohost, Proquest, Emerald, Wiley, Jstor, Mendeley etc,) we list 18
peer-reviewed contemporaneous articles published in high-quality Scopus-indexed journals. Articles
discuss AEM practices (6 jointly with REM strategies) mostly covering China on the basis of popular
Jones and Modified Jones models. For example, Lu using 11,905 A-share listed Chinese firm-year
observations on the Shanghai and Shenzhen Stock Exchanges, investigated effects of State ownership
on management’s decision to select REM/AEM earnings management strategies. Authors found that
state-owned enterprises tend to favor REM over AEM earnings management strategies more than
private [10]. However, SOEs could have different level of government engagement, and privatized
SOEs might look more similar to POEs instead.

Among other studies on Earnings quality and ownership structure reforms we’d like to mention
Pramusti in Indonesian market and Gong & Choi in Chinese one. In Indonesia Pramusti analyzes
state-owned enterprises listed on the IDX Stock Exchange during 2015-2020 period. The findings
reveal that Government ownership has no effect on Earnings management as well as audit quality has
no effect on accrual-based Earnings management in state enterprises [11]. Absence of AEM practices
doesn’t necessarily mean that companies don’t engage into REM manipulations.

In China Gong and Choi investigate the effect of State ownership on Accounting quality, using
the samples of state-owned enterprises (8,115 observations) listed in the A-share during 2009-2017
period, authors conclude that there is a significantly positive relationship between State ownership

259



«Typan» yHUBEpCUTETIHIH XabapIIbIChly FRUIBIMU KypHabl 2024 . Ne 1(101)

and Earnings management and it has been declining which refers to ineffective mixed-ownership
reform [12]. However, such tendency might indicate the trade-off between AEM and REM strategies
and need further exploration.

Recent paper by Orazalin discusses the existence of Earnings management in Kazakhstan and states
that companies with larger boards adopt a more restrained approach to earnings management [13].
Based on the scarce local literature review we hypothesize association between ownership structure
and Earnings quality in the form of AEM practices in the context of Kazakhstan as a key player of
Central Asia.

Table 2 — Summary of hypotheses

Hypothesis Description Expected Actual
Hl KASE-listed companies engage into AEM practices +
H2 State ownership is correlated with AEM practices -
H3 Partially privatized SOEs differ from other SOEs in AEM use +
H4 High and low AEM practices are different in key investment +or -
indicators
Note: Authors’ calculation using Statal5.1 tool.

Results and discussion

Following our methodology we measure AEM practices based on Kasznik 1995 cash flow model
(AEM_KS), Kothari 2005 performance-based model (AEM_KT) and Shivakumar 1996 cash flow
model (AEM_SV). AEM+/- values determine income-increasing (+) and income-decreasing (-)
strategies. AEM_KS is an absolute value of accrual-based manipulations according to Kasznik model
(table 3). Other two models are to be used for robustness analysis. State ownership is expressed as %
of total share owned by Government and divided into sub-groups depending on government control.
Out of 572 unbalanced panel firm-years, 54% are POEs and 46% - SOEs with 62% state control on
average. 50-99% SOEs constitutes 25% of the total SOEs group.

Table 3 — Characteristics of SOE vs POE (by mean values)

POE/SOE | AEM+/- | AEM _KS ROA CFO/TA LEV Growth LIQ SIZE
0% -.0026 .0683 1243 .1460 .6193 5367 2.0576 3.4186
0-49% .0000 .0596 .0834 1299 .6513 1376 1.7294 4.4032
50-99% -.0076 .0457 1608 1782 3942 1296 1.6669 5.8298
100% .0144 .0680 .0353 .0559 .6196 1818 1.6220 6.0537
Total .0004 .0642 .1047 .1300 .6000 3578 1.8774 4.3441
POE 0% -.0026 .0683 1243 .1460 .6193 5367 2.0576 3.4186
SOE 62% .0038 .0596 .0824 1116 5779 1535 1.6716 5.4013
Note: Authors’ calculation using Statal5.1 tool.

Past analysis found that privatized SOEs with 50-99% state control have a mixed ownership of
69% owned by State and 31% by Private holders, and are characterized by relatively higher ROA
(0.16), cash generation (0.17), and lower leverage (0.39) compared to other SOEs and POEs. Overall
SOEs prefer upward real manipulations; however, 50-99% SOEs as well as POEs on average have
lowest real manipulations.

Concerning AEM strategies, income-decreasing practices are mostly preferred by POEs (-0.0026)
whereas SOEs choose mainly income-increasing manipulations (0.0038). Absolute corporate
distortions according to Kasznik model are relatively higher in POEs (0.0683) and 100% state control
SOEs (0.0680) indicating a U-shape relation to ownership structure. Thus, we accept hypothesis H3 in
full based on Kasznik model and conclude that partially privatized SOEs difter in AEM levels (0.0457
vs 0.0642 total mean).
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To test hypothesis H1: «KASE-listed companies engage into AEM practices» and to statistically
re-confirm hypothesis H3 above, T-student statistic is utilized for within-group and between-group
comparisons. We apply one-sample t-test separately by group, period and industry and two-sample
t-test with unequal variances for group comparison.

In table 4 below we display results of t-test. Means for each group of ownership structure, for
each year during 2009-2021 and 4 industries (untabulated) appear to be statistically different from
zero at 1% significance level. Total number of observations is cut to 520 due to lags in Kasznik model.
T-statistics for total population mean (0.0642) is 27.64 at 1% significance. So we accept hypothesis H1
and conclude the presence of accruals manipulations in KASE-listed enterprises.

Mean difference in two-sample t-test for POE vs SOE comparison is statistically significant at
10% sig.level meaning SOEs prefer AEM practices to a lesser extent. To conclude, we fully accept
both hypotheses H1 and H3.

To remind, 50-99% state control SOEs on average have lowest real manipulations plus AEM
levels are relatively low too which makes overall earnings quality be highest.

Table 4 — T-statistics for AEM_KS

POE/SOE Obs mean SD t-stat p-value

0% 272 0683 .0547 20.57*** .0000
0-49% 93 0596 .0513 11.20%** .0000
50-99% 58 0457 .0411 8.47H** .0000
100% 97 0680 .0536 12.49%** .0000
Total 520 0642 .0529 27.64*** .0000
POE 0% 272 .0683 .0547 20.57%** .0000
SOE 62% 248 0596 .0506 18.56%** .0000
Diff in means of POE vs SOE .0086 1.87* 0615
***at 1% significance level

Note: Authors’ calculation using Statal5.1 tool.

Hypothesis H2 states «State ownership is correlated with AEM practices» and to test it we apply
Spearman rank correlation analysis at 10% significance level (table 5). Spearman rank describes the
monotonic association between 2 variables and is useful for nonnormally distributed continuous data
and relatively robust to outliers. Since we failed to meet normality assumption due to high kurtosis,

the Spearman rank correlation is preferred and can increase power while maintaining a low Type |
error [14, 15].

Table 5 — Spearman rank correlation

AEM-/- AEM KS ROA CFO /TA LEV Growth LIQ
AEM practices 1.000
ROA 146* 1.000
CFOTA (cash) -435% .622% 1.000
Lev -.241* .150* -491%* -208* 1.000
Growth .196* 129* .072* 1.000
Liq 294%* . 349% A15% -.540%* 1.000
Size -.075%
State dummy -.084*
State shares avg
*at 10% significance level
Note: Authors’ calculation using Statal5.1 tool.

Correlation between ownership structure variable (State dummy) and AEM_KS Kasznik-based
absolute measure of distortions is at negative 8.4% rate. Absence of association with strategy direction
measure (AEM+/-) implies potential U-shaped relation which re-confirms hypothesis H3 regarding
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the differences in AEM practices by SOEs. To remind, absolute corporate distortions according to
Kasznik model are relatively higher in POEs (0.0683) and 100% state control SOEs (0.0680). Looking
at separate strategies, we note that cash generation and leverage levels are larger in companies with
income-decreasing strategies whereas profitability and liquidity — in income-increasing ones. To sum
up, we partially accept hypothesis H2 at 10% level of significance and assert that SOEs practice AEM
strategies to a lesser extent compared to POEs which supports mean difference two-sample t-test in
hypothesis H3 above.

Last important hypothesis H4 that allows splitting AEM strategies into high (income increasing) /
low (income-decreasing) levels depending on extent of aggressiveness and analyzing relevant
investment indicators is presented in table 6.

Table 6 — AEM strategies (by mean values)

High/Low State % AEM+/- | AEM KS ROA CFO /TA LEV Growth LIQ
Very low 42% -.1047 .1047 0737 .2429 .8752 2073 1.3547
Low (<0) 50% -.0228 .0228 1288 1580 5237 2031 1.6517
High (>0) 50% .0197 .0197 .0934 .0894 5068 2095 1.7626
Very High 47% .1093 .1093 1391 0513 S115 7470 2.8741
Total 47% .0004 .0642 .1086 1353 .6043 3417 1.9110
Low 46% -.0639 .0639 1011 .2006 .7001 2052 1.5026

High 49% .0644 .0644 1161 .0704 5091 4772 2.3163
Note: Authors’ calculation using Statal5.1 tool.

To remind, very high/low AEM values imply above average aggressive accruals manipulations.
First, we split populations into High (>0) and Low (<0) groups according to income manipulation
strategy. Next each group is divided into two equal sub-groups to identify firm-year observations with
more aggressive manipulative behavior. The level of aggressiveness lowers from very high/ low sub-
groups closer to zero.

In the past REM strategies analysis 59% of the companies that practice high upward REM
strategies are SOEs whereas 71% that prefer low REM levels are POEs. In case with AEM practices,
the distribution is more or less equal. 46% SOEs practice income-decreasing and 49% SOEs utilize
income-increasing AEM strategies. Comparing high is low groups, we conclude that strategies do
differ particularly in terms of cash generation, leverage, and growth. If an investor is interested in
cash generation, one had better look at an income-decreasing aggressive AEM strategy though at
cost of high leverage and low accruals-based earnings quality. Going through table 6 in details, we’d
recommend considering not aggressive income-decreasing AEM companies with balanced investment
indicators (ROA, cash and leverage) and better earnings quality though REM analysis should be
taken into account before the decision-making. In sum, we partially accept H4 saying that AEM
strategies do differ and impact investment indicators, though we admit that joint analysis of table 3
and table 6 required to get more thorough comprehension of SOEs with partial state control. In future
research joint AEM/REM dimensions could bring light on the nature of strategies as compensating or
complementing mechanism of manipulations.

Table 7 — Summary of hypotheses

Hypothesis Description Expected Actual

HI KASE-listed companies engage into AEM practices + Accept

H2 State ownership is correlated with AEM practices - Partially accept

H3 Partially privatized SOEs differ from other SOEs + Accept
in AEM use

H4 High and low AEM practices are different in key investment | + or - Partially accept
indicators

Note: Authors’ calculation using Statal5.1 tool.
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Robustness analysis

To strengthen our analysis, we compare main results (AEM_KS vs AEM SV)) with another
popular measurement of accrual-based Earnings management based on the Shivakumar 1996 model
(table 8). To compare and discuss key points Shivakumar model has over Kasznik model, we look
at their regressions, main and separate time-series and cross-sectional (omitted but available upon
request).

Our panel data has over 500 firm-year observations with 52 companies across 4 industries during
2009-2021 (13 years) period. Shivakumar has all 13 time-series and 4 cross-sectional significant
whereas Kasznik loses insignificant 2017 time period and 2009 last year due to model specifics (1st
difference in CFO variable). Shivakumar exhibit higher R-squired (0.39), larger data pool (572 firm-
years) but loses in terms of individual variable significance (PPE variable). Which model has lower
Standard Errors is hard to determine. To sum, we cannot state that certain model outperforms the other
in all key criteria. Next, we compare two models in terms of AEM-based Earnings quality.

We re-tested hypotheses H1 — H3 using AEM_ SV and received more pronounced results in favor
of privatized SOEs. Correlation with ownership variables improved and mean differences in two-
sample t-tests for POE vs SOE comparison became more statistically significant. So, we reached the
same but more pronounced conclusions for our hypotheses in table 7.

Table 8 — Shivakumar (1996) vs Kasznik (1999) model comparison

variable / model Kasznik Shivakumar
Regression (Coef (S.E.) RE GLS (Coef (Drisc/Kraay) FE with Time (Coef Drisc/Kraay)
1/Ait-1 .0830 (.0337)** -.1479 (.0701)*
(ARevif) / Ai,t-1 0727 (.0246)** 0507 (.0146)***
(PPEL,) / Ai,-1 -.0002 (.0000)*** -.0001 (.0000)
(ACFOi,) / Ai,-1 -.2007 (.0295)***
(CFOi,) / Ai,-1 -.3366 (.0324)***
FE Time YES
constant -.0604 (.0114)*** -.0038 (.0077)
N obs 520 572
N groups 52 52
Prob>F 0.0000 0.0000
R-squared 0.20 0.39
* at 10% significance level
** at 5% significance level
**% at 1% significance level
Note: Authors’ calculation using Statal5.1 tool.

Kothari model exhibit weak separate time-series and cross-sectional regressions losing in total
five, 4 year-wise and 1 industry-wise. Plus, main regression with random effects has relatively lower
R-squired (0.04) and insignificant individual variables such as Change in Sales / Accounts receivables
and ROA. In the future research, we plan to extend analysis and include comparisons of classical
Jones and Modified Jones models plus other popular variations of Jones model. Some studies suggest
construction of composite AEM variable applying weights to AEM results of various models.

Conclusion

Highlights: The National IPO/SPO of Kazakhstan, the economy leader in Central Asia, creates
partially privatized enterprises and improves their key indicators. SOEs under 50-99% state control
are a product of a large privatization economic reform held since 2012 year. Research objective aims
at assessment of the impact of AEM strategies on Earnings quality in KASE-listed SOEs under various
government control levels. Following best-practice methodology we measure and compare accruals-
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based corporate distortions based on Kasznik 1995 cash flow model, Kothari 2005 performance-
based model and Shivakumar 1996 cash flow model. Kothari model, though very well-known and
effective in some studies, don’t perform well in Kazakhstani case whereas Shivakumar model bring
more pronounced results. Following research objective we hypothesize association between state
ownership structure and AEM practices being part of overall Earnings quality strategies.

H1: KASE-listed companies engage into AEM practices;

H2: State ownership is correlated with AEM practices;

H3: Partially privatized SOEs differ from other SOEs in AEM use; and

H4: High and low AEM practices are different in key investment indicators.

Concerning AEM strategies, income-decreasing practices are mostly preferred by POEs whereas
SOEs choose mainly income-increasing manipulations. Absolute corporate distortions according to
Kasznik model are relatively higher in POEs and 100% state control SOEs indicating a U-shape
relation to ownership structure.

Regarding extent of aggressiveness, we would consider unaggressive income-decreasing AEM
companies with balanced investment indicators (ROA, cash and leverage) and better earnings quality.

Future research: REM analysis should be taken into account before investment decision-making.
Some studies suggest construction of composite AEM variable applying weights to several models
like Jones, Modified Jones etc. In future research, joint AEM/REM dimensions could bring light on
the nature of strategies as compensating or complementing mechanism of manipulations. We suggest
the following cube matrix framework for strategies’ consideration with 3 dimensions: X-axis for
REM, Y-axis for AEM, and vertical Z-axis for state ownership structure. For example for POEs and
each SOEs we split data pool into combined overall strategies:

¢ Aggressive both AEM and REM,

¢ Unaggressive both AEM and REM,

* Aggressive AEM and unaggressive REM, and

* Aggressive REM and unaggressive AEM.

We also take into account directions. REM is upward, so we assume income-increasing AEM to
complement REM whereas income-decreasing AEM to compensate.

Contributions and limitations: Findings might be useful to analysts of various AEM strategies.
Due to issues with manual data collection, we admit some limitations we encounter during research.
Research literature on Kazakhstani data is still scarce but expanding from year to year. We truly
believe that theoretical gaps of corporate distortions in Central Asian context are being reduced each
year as more publications become available to researchers.
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KOPIHOPATUBTIK KAPXbI MEH XAJIBIKTBIK IPO CAITACHI:
OPTAJIBIK ABUALA AEM-IAI KOJJAHY TOXIPUBECI

Anjgarna

Jluctunrke enrizinren Kazakcranasik MemiekeTTik Kommnanusuiapia (SOE) KopropaTHBTIK Kap>KbUIBIK AepeK-
TEpIiH camachkl Typajibl HETi3Ti HOTWKETepHAl ajJFaHHAH KeHiH, KOPHMOPATHUBTIK €CENTiLTIKTI MaHUMYISISUIAYIbIH
KEKEJIETEH CTPaTerHsAIapblH TalayFa Kelly KaxeT. byi 3epTTeyniH MakcaTbl — €CeNTeyre Heri3[eIreH MaHUITyIIs-
ust crparerusuiapbii (AEM) KapacThipy, oflap ©3 Ke3eriHjie Kap Kbl KbUTIHBIH COHBIH/Ia HAKTBI KbI3MET KypaJiaaphbl
(REM) OoiibiHia MaHUITy ISIUsIapb! Ty3eTeai. AKma arbiHaapbiHbH Mozeni (Kasznik, 1999) cananarst eH xakchl
suicTeMenepain Oipi peTiHje ecenTey 9/1ici Heri3iHae AepeKTepl MaHUITyIALUsIIay/(bl €CeNTey YIIIiH Maii1anaHbuIIbl
JKoHE 13 JKBUIIBIK Ke3eHaeri 572 TeHrepimci3 MaHeNlbAiK KapKbUTBIK eMec OaKpuIayIapra KOJIaHbUIbL. Tamaay/ist
KYIICHTY YIIiH 013 HeTi3ri HOTIKenep/i 0acka TaHBIMAJ €CenTey MOACTIMEH camblcThipaMbI3 (Shivakumar, 1996).
bi3 conpmaii-aK CTaTHCTHKAJIBIK IIBIFBIHAAPIBIH HETI3T1 HOTH)KEIepre oCepiH a3aiTy YIIiH HeTi3rl MHBECTUIHSIBIK
KOpCeTKILITep Al BUHCopu3anusuaablk. HoTmkenep keneci cypakrapra xayan Oepeni: 1) Memnekerrik SOE kannait
AEM crpaterusiapblH KOJJIaiabl; 2) ecenTey MaHUITY/SIIUSCHl WHBECTHINSI KOPCETKIIITEpiH TaHjaayra Kajal
acep ereni; 3) iminapa skexemenenaipinren memiekertik SOE Kazakcrannars sxeke komnanusuiapmer (POE) ca-
JBICTRIpFaHa THIMII Me? TeopHsITBIK jKOHE MPAKTUKABIK YCHIHBICTAp TYPFBICBIHAH Oi3/TiH 3epTTEy HOTIDKEIEPiMi3
AEM/REM cananapslHAaFB! OpTYPIIi CTpaTerusIapAbl Talayibliapra, akaJIeMHUsUTBIK OpTadarsl FaabIMIapra jKOHE
MEMJICKETTIK KOMIIaHHUSIIAP/IbI iTiHApa JKeKeIeIeH APyl xKaKTaybliapra naigansl 00aybl MyMKiH. biz Oprambik
A3Msi KOHTEKCTIHJET1 KOPIOPATHBTIK JIEPEKTEpAl MaHHUITYISIMsIIAY CajlaChlHAaFbl TEOPHSIIBIK ONKbUIBIKTap AEM
MIPaKTHKACHI CaJaChIHIaFbl OAChUIBIMIAP CaHbl APTKAH CAbIH a3asThIHbIHA CEHIMIIMI3.

Tipek ce3aep: KapXKbUIBIK IE€PEKTEP, MEHIIIK KYPBUIBIMBIL, IEPEKTEPl MaHUITYIISALUsIIAY, KOMITaHHUSIIAp, akiia
AFBIHAPBIHBIH MOJIEIi, HHBECTUIMSUIBIK KOPCETKILITEpP, KOPIIOPATUBTIK ecer Oepy.
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KAYECTBO KOPIIOPATUBHBIX ®UHAHCOB U HAPOJHOI'O IPO:
OIIbIT MPUMEHEHUA AEM B IIEHTPAJIBHOU A3UU

AHHOTaNUA

[Nocre nomy4yeHus KIFOYEBbIX PE3YJIbTAaTOB O Ka9€CTBE KOPIOPATHBHBIX (DMHAHCOBBIX JAHHBIX B KA3aXCTAHCKHUX
rocynapcTBeHHBIX KommaHusaX (SOE), BKIIOYCHHBIX B JIMUCTHHT, HEOOXOIMMO TEPEUTH K aHaJIN3y OTICNBHBIX CTpa-
TETUIl MaHUIYJHMPOBAHUS KOPHOPATUBHON OTYETHOCTHIO. Llenbio JAHHOTO MCCIIEOBaHMUS SIBISIETCSI PACCMOTPEHNE
cTpateruii MaHunyaupoanus (AEM), oCHOBaHHBIX Ha HAUMCIIEHHH, KOTOPbHIE, B CBOIO OYepelb, KOPPEKTUPYIOT
MaHUIYJSIIUY 10 cpelicTBaM pealibHOi aestenbHocTH (REM) B KoHIE rHaHcoBoro rozaa. Vcrnonbs3oBana Mozeib
neHexHbix nmotokos (Kasznik, 1999) mis pacuera MaHUIY IALUI TaHHBIX HA OCHOBE METOJ/IA HAYMCICHUH KaK OJHA
W3 JIy4IINX METOAOJIOTHH B 00JIaCTH M MPUMEHEeHa K 572 HecOaJaHCHPOBaHHBIM ITaHEIbHBIM He(pMHAHCOBBIM Ha-
OmoneHnaM 3a 13-metHuii iepuoa. UtoObl yCHINTE aHAIH3, aBTOPHl CPAaBHUBAIOT OCHOBHBIC PE3YIBTATHI C APYTOH
MIOITYJISIPHON MOJIeNbI0 Mo MeToxy Hauwcienus (Shivakumar, 1996). Taxke mpoBeIr BHHKCOPHU3AIIUIO KIFOUEBBIX
WHBCCTUIIMOHHBIX HOKa3aTeHeﬁ, YTOOBI YMEHbBUINTDL BIIUAHUC CTATUCTUYCCKUX BI)I6pOCOB Ha OCHOBHBLIC pE3YyJIbTa-
Thl. [loyydeHHBIE pe3yNbTaThl OTBEUAIOT Ha CIeAyIoIne Bonpockl: 1) kakue crparerun AEM mpennodnTaror ro-
cynapctBennble SOE; 2) Kak MaHUIYJSIIMU C HAUYUCJICHUSIMH BIMSIOT HA BBIOOP WHBECTHUIMOHHBIX IOKa3aTeseH;
3) ABJISIOTCA M YaCTHYHO NpUBaTH3UpOoBaHHBIE TocynapcTBeHHble SOE 3(h(eKkTHBHBIMY B CPABHEHHH C YaCTHBIMU
xommanmsiMu (POE) B Kazaxcrane. C TOUkM 3peHHS TEOPETUYCCKUX M MPAKTHUSCKUAX PEKOMEHIANNH pe3yIbTaThl
MCCIICIOBAHNS MOTYT OBITh ITOJIC3HBI AHAJTUTHUKAM Pa3IHYHBIX cTparernii B oomactsx AEM/REM, y4yensim B akase-
MHYECKOU CpeZie U CTOPOHHMKAM YAaCTHYHOW MPHUBAaTH3AaLMU TOCYAAPCTBEHHBIX KOMITAaHUI. ABTOPHI YBEPEHBI, UTO
TEopeTHYeCcKHe MpoOesbl B 001aCTH MAaHUITYJIMPOBaHKS KOPIIOPATHBHBIMH JJAHHBIMHU B LIEHTPaJIbHOA3UATCKOM KOH-
TEKcTe OyAyT COKpAIIaThCsl 10 MEpe YBEJIMUCHNUS YUcia Myonukanuii B oonactu npaktik AEM.

KiroueBble ciioBa: (UHAHCOBBIC NaHHBIC, CTPYKTYpa COOCTBEHHOCTH, MAaHMITYIISIIIUN JAQHHBIX, KOMITAaHWH,
MOJIEJb ICHEKHBIX TOTOKOB, HHBECTUIIMOHHBIE ITOKA3aTEIN, KOPIIOPAaTUBHAS OTYETHOCTB.
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