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The Effect of Measurement, Disclosure, and Transparency on Re-
ducing Creative Accounting Practices: An Analytical and Economet-
ric Study on Libyan Banks during (2011-2019)

Saleh Abdalhadi Najla Saleh Al-Shailabi

Abstract: This study aims to investigate the impact of accounting measurement, fi-
nancial disclosure, and transparency on reducing creative accounting practices in Lib-
yan commercial banks from 2011 to 2019. The study is based on secondary data from
a sample of four banks and employs short panel data methodology using the Pooled
Ordinary Least Squares (POLS) regression model. Several diagnostic tests were con-
ducted, including tests for autocorrelation, Multicollinearity, and heteroskedasticity,
utilizing STATA software. The findings reveal a statistically significant and negative
impact of disclosure and transparency on creative accounting practices, indicating that
enhanced transparency improves the credibility of financial reporting and reduces the
opportunity for manipulation. The study also found that older banks are less likely to
engage in creative accounting, whereas larger banks tend to exhibit a greater tendency
toward such practices. Higher liquidity levels were also associated with a reduction in
creative accounting activities. However, the results showed no significant effect of
board disclosure on the extent of creative accounting. Based on these results, the study
recommends reinforcing regulatory oversight, raising disclosure standards, and adopt-
ing stricter accounting measures to reduce creative accounting in the Libyan banking
sector.

Keywords: Creative Accounting; Disclosure; Transparency; Financial Ratios; Libyan
Banks; Modified Jones Model.
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