Our Staff Address Tax Havens' Impact on Earnings Management at BAFA 2024

The prestigious British Accounting and Finance Association (BAFA) Annual Conference with doctoral masterclasses took place at the University of Portsmouth from 8 to 10 April 2024. Mahmoud Abdelkader, lecturer in Accounting at Bangor Business School, presented a paper examining the impact of using tax havens on accrual-based (AEM) and real (REM) earnings manipulation by UK public and private firms. 

The paper shows that UK firms’ use of tax havens is associated with increased AEM but also leads to heightened REM, as the latter is less regulated, suggesting that tax haven usage attracts greater scrutiny. Furthermore, public firms tend to exhibit reduced AEM when using tax havens compared to private firms, but their REM increases as the intensity of tax haven usage grows. This is consistent with public firms facing greater scrutiny and market pressure for higher-quality accounting information. 

The paper’s findings suggest that UK policymakers need to impose stricter regulations on REM.
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