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Abstract

Purpose – This study examines the correlation between ownership structure (OS) and financial reporting
integrity (FRI), with emphasis on the impact of earnings quality (EQ) in the Egyptian context.
Design/methodology/approach – The study uses data from 472 firm-year observations of Egyptian
publicly listed companies between 2014 and 2021 and carried out descriptive statistics, correlation tests,
multiple regression analysis and two-stage least squares (2SLS) to test the hypotheses.
Findings –The results revealed that blockholders and institutional ownership significantly enhance reporting
integrity through effective oversight andmonitoring. The findings underscore the vital role of concentrated OS
in overseeing reporting practices andmitigatingmanagerial opportunism, thereby improving the transparency
and reliability of financial disclosures in Egypt.
Practical implications –The findings enrich the literature on corporate governance and financial reporting
quality and have important implications for policymakers, regulators and corporate stakeholders.
Originality/value – This work contributes valuable insights on how OS and EQ can bolster FRI, offering
crucial information for combating financial crises and facilitating smooth business operations in Egypt.
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1. Introduction
In recent years, the business community has been involved in a succession of legal disputes that
have arisen due to financial reporting controversies and the manipulation of accounting
processes (Priharta andRahayu, 2019).Thepublic’s confidencehas decreased substantially as a
result of these occurrences, given that the reliability of corporate financial data has been called
into question. Financial statements serve as the principal vehicle by which organizations
convey their financial data to an extensive group of stakeholders, encompassing creditors,
investors, regulators, and the general populace (Winoto et al., 2023). Diverse stakeholders rely
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on these financial statements as critical decision-making inputs, as they are intended to present
a trustworthy and transparent depiction of the financial status and operational achievements of
the organization.

However, recent accounting scandals have sparked concerns about the quality and
trustworthiness of the presented financial information. When companies engage in
manipulative or fraudulent accounting practices, it undermines the fundamental purpose
of financial reporting and erodes the confidence of stakeholders in the veracity of the financial
data. This situation highlights the critical importance of maintaining the integrity of the
accounting and financial reporting processes within organizations. Ensuring the reliability
and transparency of financial information is essential for supporting sound decision-making,
fostering trust in capital markets, and promoting the overall stability and growth of the
business ecosystem.

Kieso et al. (2017) perceive financial statements as a comparable manifestation of
accountability, comprehensibility, pertinence, and dependability. For financial reports to
effectively communicate information to readers, they must also be straightforward.
Additionally, the financial statements must be pertinent to reflect information on past
performance. It is imperative that the financial statements comprise precise and veracious
data, devoid of any plausible misinterpretation or significant error. According to
Fitrawansyah and Syahnifah (2018), the “integrity of financial statements” is assessed by
their ability to present accurate and truthful information.

The “integrity of financial reporting” ensures the provision of precise information and is
not predicated on deliberate managerial maneuvers aimed at manipulating financial
statements. A high level of integrity in financial statements is characterized by their veracity,
accuracy, and non-mistreatment of financial data throughout the process of preparing them
(Indah et al., 2023). The presentation of “financial statements” in a manner consistent with
reality constitutes the “integrity of financial statements”. Financial statements are considered
to have integrity if the information they contain is presented accurately and truthfully
(Mayangsari, 2003).

The recent wave of accounting manipulation and financial reporting scandals has raised
concerns about the effectiveness of CG practices within organizations. Many cases clearly
lack adequate implementation of sound corporate governance mechanisms (Ntim and
Soobaroyen, 2013; Gorety, 2017). The lack of robust governance structures can create an
environment that encourages management to present financial information in a biased
manner, often with the aim of maintaining a positive public perception or avoiding
unfavorable stock price movements.

The OS of the company is among the most vital components of effective CG.
The implementation of management and control systems, as well as the overall value of a
company, can be substantially impacted by its ownership structure (Butt and Hasan, 2009).
As a crucial element of CG, the OS can also influence the probability of “financial reporting”
fraud (Kusumaa and Fitrianib, 2020).

Scholars have examined the relationship between the “integrity of financial reporting” and
different ownership forms, such as institutional ownership and managerial ownership, in the
academic literature. According to Fanani et al. (2009), the impact of managerial ownership
may not be significant since managers may still be compelled by capital market pressure to
use accounting techniques that undermine the reliability of financial statements. Yulia and
Basuki (2016) found a strong positive relationship between “managerial ownership” and
financial statement fraud, supporting this perspective. However, Fajaryani (2015) found no
connection between the level of ownership by managers and the accuracy of financial
statements.

On the contrary, research has demonstrated that financial reporting fraud is substantially
and adversely impacted by institutional ownership (Oktaviana and Paramitha, 2021).
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A positive correlation exists between the proportion of “institutional ownership” and the
probability that a company will commit financial reporting fraud. In comparison to other
investors, institutional investors, including banks, insurance companies, and state-owned
organizations, generally possess greater sophistication, information accessibility, and
analytical capabilities (Bahadori and Hajalizadeh, 2016). This benefit enables them to
diligently oversee the financial reporting practices of the organization and implement
suitable measures to safeguard the veracity of the information divulged.

The literature highlights the crucial role of “CG”, particularly OS, in shaping the integrity
of financial reporting. The findings of prior studies suggest that strengthening governance
mechanisms, such as enhancing institutional ownership and oversight, can contribute to the
reliability and transparency of financial information, which are essential for sound decision-
making and the overall stability of the business environment.

FRI has been linked to institutional and managerial ownership in academic literature.
Fanani et al. (2009) argue that managerial ownership may not matter since capital market
pressure may continue to force managers to use accounting practices that undermine
financial statements. Yulia and Basuki (2016) revealed a strong positive link between
“managerial ownership” and financial statement fraud. Fajaryani (2015) found no link
between “managerial ownership” and “financial statement integrity”.

One crucial aspect of “financial statements” is EQ, which pertains to the capacity of
earnings information to elicit market responses. Enhanced EQ offers greater insight into
the precise aspects of a company’s financial performance that are pertinent to the decision-
making process of certain individuals. Recently, the yearly financial reports have
frequently deviated from the actual situation due to conflicts of interest within the board of
directors. The presence of managerial interventions that manipulate accounting policies in
financial statements can impact the reported profits, potentially leading to erroneous
investment decisions by investors and subsequent profit decline (Erawati and Tunnajiha,
2023; Masruroh and Apollo, 2023; Hasanuddin et al., 2021; Abbas et al., 2021b; Li and
Wang, 2010).

The Financial Accounting Standard Board (FASB) explains in Financial Accounting
Concepts (SFAC) No. 1 that a high quality of earnings guarantees the inclusion of a
comprehensive array of decision-making-relevant company financial performance
characteristics (Mousa and Desoky, 2019). The evaluation of a company’s financial
reporting proficiency can be done in part through the quality of its earnings (Baioco and
Almeida, 2017). There is substantial evidence from various studies that accruals’ metrics of
EQ are significantly correlated with their durability, predictability, significance to financial
value, and overall quality (Hidayah et al., 2021).

The concept underlying our research is evident from the preceding summary, given the
critical function that the accounting process serves in establishing the caliber of earnings.
Both the board and management are required to participate in financial reporting.
The judgments and policies of management with respect to earnings directly influence the
credibility and accuracy of financial reporting. “Earnings management” and “CG” processes
may therefore have an effect on the character of earnings. Furthermore, the EQ is impacted by
the composition of ownership, which includes both “managerial and institutional ownership”.
This, in turn, affects the integrity of financial reporting. Hence, further investigation is
warranted regarding these subjects in a developing market such as Egypt, where particular
economic, cultural, and accounting standards necessitate such scrutiny.

The current study seeks to unravel the complex relationship that exists between OS an
FRI in Egyptian firms, with an exploration of likely moderating effect of EQ. This study
provides some new insights to the debate on CG in emerging markets by focusing on this
peculiar economy and culture. It is also driven by the need to remedy recent financial
reporting controversies that have undermined public trust in corporate disclosures.
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However, this paper borrows elements from agency and signaling theories in trying to
tease out the dynamics at play between the firm owners, management, and external
stakeholders. It is believed that this work will add nuance to a body of literature that has
revealed mixed results on how different ownership structures might influence reporting
practices. In doing so, an emergingmarket as Egyptianwas chosen to test such relationships;
where prior research in that context are lacking and useful insights for policymakers,
regulators, and corporate leaders is needed to improve the integrity of financial reporting
within similar economic environments.

The rest of this work is structured as follows: Section (2) provides background on themain
research issues; Section (3) is the theatrical literature review; Section (4) provides the empirical
literature review and formulates the hypotheses; Section (5) is the research design; Section (6)
is the empirical results and discussion of results, and section (7) is the conclusion, limitations
and suggestions for future research.

2. Background on the main research issues
Recently, the business world has been involved in various legal suits related to scandals in
financial reporting and manipulation of accounting processes, which have resulted in
massive destruction of public confidence since the reliability of the financial data regarding
corporations has been under scrutiny. Financial statements hence become the primarymeans
through which an organization is capable of communicating its financial information to
different stakeholders, including creditors, investors, regulators, and the public at large.
Indeed, stakeholders would use these statements as key inputs in their decisions, as the
presentation in these financial statements is supposed to be trustworthy and open about the
organization’s financial position and success of operations.

However, in the light of recent accounting scandals, there is growing concern about the
quality and reliability of the information presented. Manipulation or fraudulent accounting
practices adopted by companiesmight verywell defeat the purpose of financial reporting and
shatter stakeholders’ confidence related to truthfulness about financial information. This
scenario therefore assumes great importance to protect the integrity of the accounting and
financial reporting processes of organizations.

The FRI is based on ensuring accuracy of information and not upon a set of deliberate
managerial maneuvers aimed at manipulating the financial statements. Integrity in the
financial statements can be elaborated to refer to veracity, accuracy and non-mistreatment of
the financial data throughout the process of statement preparation. Integrity would be
associated with financial statements if the contained information was presented accurately
and truthfully.

The recent accountingmanipulation and financial reporting scandals have rung the alarm
regarding the adequacy of the CG practices in organizations. Most of these cases obviously
lack sufficient operation of good CG mechanisms. A weak structure of governance may
facilitate an environment that motivates management to project financial information in a
biasedway, usually for the sake ofmaintaining a positive image before the public or avoiding
unfavorable stock price changes.

The (OS) of a firm is among the most vital components of effective CG. The implementation
of management and control systems, as well as the overall value of a company, can be
substantially impacted by its OS (Butt and Hasan, 2009). As a crucial element of CG, the OS can
also influence the probability of financial reporting fraud (Kusumaa and Fitrianib, 2020).

Scholars have examined the relationship between the FRI and different ownership forms,
such as institutional ownership and managerial ownership. Research has demonstrated that
financial reporting fraud is substantially and adversely impacted by institutional ownership
(Oktaviana and Paramitha, 2021). Institutional investors, including banks, insurance
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companies, and state-owned organizations, generally possess greater sophistication,
information accessibility, and analytical capabilities compared to other investors
(Bahadori and Hajalizadeh, 2016). This can, therefore, allow them to keep a very close
monitoring on the financial reporting practices within the organization and ensure that
proper steps are taken for protecting truthfulness information disclosed.

Considering that an accounting process aids in determining the quality of earnings,
financial reporting requires involvement by both the board and the management.
The judgments and policies of management with respect to earnings directly influence the
credibility and accuracy of financial reporting. Earnings management and CG processes may
therefore have an effect on the character of earnings. Furthermore, the EQ is impacted by the
composition of ownership, which includes bothmanagerial and institutional ownership. This,
in turn, affects the integrity of financial reporting. In light of these considerations, further
investigation is warranted regarding these issues in an emerging market such as Egypt,
where particular economic, cultural, and accounting standards necessitate such scrutiny.

3. Theoretical literature review
The underlying theoretical frameworks commonly used to examine the relationship between
OS and FRI are “agency theory” and “signaling theory”. According to agency theory, it helps
to understand the dynamic interactions between a company’s owners and management
(Jensen and Meckling, 1976). Differences in objectives between management and
shareholders can give rise to conflicts of interest as each party strives to maximize their
own benefits. Managers may aim to secure adequate compensation, while shareholders
prioritize financial returns on their investments (Alnabsha et al., 2018). Information
asymmetry between shareholders andmanagers can be reduced through the implementation
of effective CG mechanisms, such as OS (Parinduri et al., 2019). This, in turn, can alleviate
agency problems and improve the dependability of financial reports. The close correlation
between FRI and agency theory has been underscored by recent empirical findings as well
(Prananti, 2018; Yusran, 2023; Winoto et al., 2023).

Agency theory suggests that theOS of a company, namely the presence of blockholders and
institutional ownership (IO), can greatly influence FRI. Although previous research has
thoroughly investigated the connection between IO and FRI, there is a noticeable scarcity of
studies on the correlation between blockholder ownership and FRI. The signaling hypothesis
offers an additional perspective for examining the relationship between OS and FRI. According
to Spence (1973), signaling theory posits that the OS of a company can function as a
communicationmechanism to external stakeholders concerning the reliability and excellence of
the organization’s financial data. Concentrated OS, characterized by a substantial number of
blockholders or institutional investors, may serve as an indication of robust monitoring and
supervision mechanisms. The credibility and integrity of the “financial reporting” process may
be enhanced as a result. Agency theory and signaling theory are two underlying theories that
are very influential in this research. These two theories provide a comprehensive lens through
which we can examine the interrelationships between OS, FRI, and EQ in the Egyptianmarket.

This paper contributes to the body of knowledge regarding the potential impact of OS,
particularly IO and blockholder ownership, on the FRI within organizations. By integrating
agency theory and signaling theory, this is accomplished. The findings will contribute to the
growing corpus of knowledge concerning financial reporting quality and CG. This impacts
policymakers, regulators, and individuals with a vested interest in corporations significantly.
This can contribute to the development of an informed understanding of the possible effects
of different ownership structures on financial reporting practices in the unique context of the
Egyptian market. It is, therefore, an orientation that guides our hypotheses and explains how
EQ might moderate the relationship between OS and the FRI.
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4. Empirical literature review and hypotheses development
4.1 The link between “ownership structure” (OS) and “the financial reporting
integrity” (FRI)
Based on both agency theory and signaling theory, a notion can be formed as to how the OS
relates to FRI. The agency theory argues that the ownership itself might be concentrated,
hence creating a convergence of interest between owners and managers, which would reduce
information asymmetry and lead to a better quality of reports. On the other hand, the theory
of signaling postulates that a firm’s OS signals to its external shareholders the nature or
quality of the financial reports.

The empirical literature has mixed findings on the nature of IS and FRI. For instance,
Sartia et al. (2022), Salem et al. (2019), Budiharjo and Irawan (2020) have established a positive
link between IO and FRI. They have argued that the greater the IO, the better the supervision
can be, and hence it might deter opportunistic behavior and decrease financial manipulation.

However, some research turns out to have different results. For example, Gayatri and
Saputra (2013) revealed a negative effect of IO in FRI. Other researchers, like Ulfa and Challen
(2020), Prananti (2018), have also found that there is no significant relationship between such
variables.

The primary purpose of financial reports (FR) is to furnish pertinent information that can
be utilized by creditors, stakeholders (including prospective and existing investors), and
others to improve their decision-making processes concerning investments, loans, and other
comparable financial matters. In order to establish credibility, organizations must generate
financial reports (FR) that are both precise and truthful (Oktaviana and Paramitha, 2021;
Yasser et al., 2017).

There have been numerous cases of fraudulent activities and scandals involving the
manipulation or misrepresentation of FR in several large companies, such as Enron, WorldCom,
Toshiba, LehmanBrothers, and others (Nurdiniah andPradika, 2017;Arie andSuryandari, 2023).
The occurrence of manipulation incidents demonstrates the absence of FRI, as they fail to
accurately reflect the true economic status of the firm. Consequently, these reports are
inconsequential for stakeholders seeking to make informed decisions, as they are based on
erroneous information. Despite this, “the integrity of financial reports” is critical because it
significantly influences the decisionsmade by financial report users (Pradika andHoesada, 2019).

According to Malau and Murwaningsari (2018) and Chen et al. (2022), the FRI
demonstrates the accuracy, responsibility, and trustworthyness of the provided
information while also ensuring it remains unaffected by any intentional activities by the
board of management to manipulate accounting data. Financial report manipulation cases
suggest a lack of accurate application of sound CG (Achim et al., 2023).

Numerous empirical and theoretical studies have reported that CG mechanisms can
influence FRI.Monitoring and control mechanisms, which are commonly established through
the implementation of a CG framework, are essential to ensure the creation of high FRI and to
reduce the possibility of fraud, which can impact any organization (Siahaan, 2013). OS is one
of the most important CG mechanisms that significantly affects the firm’s overall value, as it
helps to implement a system of ownership and management (Yasser et al., 2017; Butt and
Hasan, 2009).

Oktaviana and Paramitha (2021) found that IO influences firm risk index (FRI). IO refers to
the impact of institutional shareholders on the management performance of enterprises,
which in turn affects the financial reporting of the firm. Managers typically demonstrate an
entrepreneurial mindset and so prioritize the financial health of the organization. This is
because they face financial constraints and are compelled to make optimal decisions and
maintain accurate financial records. Therefore, Information Overload (IO) acts as a proficient
surveillance tool for supervising corporate performance and has the potential to diminish
management’s inclination to prioritize their personal interests. Consequently, IO has a
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significant impact on the decision-making procedures within management (Savitri, 2016).
Satria et al. (2022), Budiharjo and Irawan (2020), and Salem et al. (2019) have all supported the
idea that there is a positive correlation between IO and FRI. Their research shows that when
there is a high level of IO, investors have better supervision and oversight. When a
corporation has a significant number of its shares owned by institutional investors, it allows
for more investor oversight, which can discourage opportunistic behavior and the
manipulation of financial records. Similarly, Gayatri and Saputra (2013) determined that
IO has a negative impact on FRI. Conversely, other studies have shown that IO does not have
an impact on FRI, as demonstrated by the research conducted by Oktaviana and Paramitha
(2021), Ulfa and Challen (2020), and Prananti (2018).

In the Egyptian context, there is a need to pinpoint the special features characterizing its
business environment. Being an emerging economy, its practices in CG and institutional
frameworks may differ from those characterizing more mature markets. Although growing,
the Egyptian stock market is relatively nascent and may lack the sophistication of
institutional investors compared to more mature markets.

Given the reasoning presented above, the first hypothesis can be stated as follows:

H1. There is a positive association between ownership structure and the financial
reporting integrity in the Egyptian firms.

Here, we hypothesize that for the case of Egypt, higher IO will result in better FRI. We expect
that due to their status as being better resourced and experienced, institutional investors will
be more effective monitors of management, hence reducing the propensity for financial
reporting manipulation and generally enhancing the quality of reporting.

4.2 Earning quality and financial reporting integrity
Using the theoretical framework, further the discussion on the relationship between OS, FRI
and EQ with an information asymmetry theory perspective. According to this theory,
financial markets will contain some people who have more or better information than others,
which may lead to inefficiencies, hence possible market failure. The qualitative
characteristics of financial statements are critical to ensuring their utility for decision-
making purposes. Central among these characteristics is the integrity of financial reporting,
which reflects the faithful representation of a company’s true financial position and
performance (IASB, 2018). However, achieving FRI in practice has proven to be a significant
challenge, as evidenced by the numerous cases of financial statement manipulation and
accounting scandals.

In this context, EQ can be seen to be a means to the end of mitigating information
asymmetry between firm insiders and external stakeholders. High-quality earnings indicate
actual financial performance more accurately to investors and other relevant stakeholders,
hence helping them make more effective decisions. Empirical literature reports mixed
findings on the effect of EQ in relation to FRI. Other studies, such as Klein (2002) and Doyle
et al. (2007), show that the presence of more superior governance practices and more efficient
internal controls is significantly related to high EQ and, by extension, more reliable financial
reporting. Such findings are in line with the expectation that EQ may mitigate or amplify the
relationship between OS and FRI.

Financial statements with integrity are those that accurately and transparently depict the
actual condition of a company without concealing or misrepresenting any relevant
information (Nurjannah and Pratomo, 2014; Hardiningsih, 2010). Integrity in financial
reporting ensures that the information presented is free from material errors and biases and
faithfully represents the underlying economic reality. The prevalence of financial scandals
and fraudulent reporting practices suggests that many companies still struggle to produce
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financial statements with the necessary level of integrity and honesty. The desire to maintain
shareholder confidence and avoid unfavorable market reactions often drives managers to
make inappropriate decisions or engage in manipulative practices to present a favorable
impression of the company’s performance. This phenomenon highlights the critical need for
robust CG mechanisms and a strong commitment to ethical financial reporting practices.
Enhancing the “integrity of financial reporting” is essential not only for supporting sound
decision-making by various stakeholders but also for promoting the overall transparency
and reliability of the financial ecosystem.

Further research is necessary to comprehend the factors that lead to the erosion of FRI,
and to devise strategies and best practices that can assist organizations in surmounting these
challenges and reinstating trust in their financial disclosures. Addressing the FRI issue is a
pressing concern for policymakers, regulators, and corporate leaders, as it is fundamental to
the efficient functioning of capital markets and the long-term sustainability of businesses.

This issue prompts several inquiries for different stakeholders, particularly concerning the
company’smanagement system and the structure of ownership, sometimes referred to as “CG.”
Poor CG can incentivize accounting manipulation, whereby management presents information
with a favorable impact and encourages companies to modify it in order to prevent a decline in
stock prices. The manipulation of financial figures in this scenario will have a negative impact
on the public as they are deprived of accurate information (Winoto et al., 2023).

Enforcing CG rules is the most efficient means of supervising management actions
(Dechow et al., 2010). The OS is a crucial CG mechanism that has a substantial impact on a
company’s overall worth. It plays a key role in establishing a system of ownership and
management. Companies that adhere to sound CG standards are capable of providing
accurate, pertinent, and timely information. This ensures that the earnings information
communicated by the company is trusted by investors (Jao et al., 2023).

Financial statements serve as the primary means for corporations to communicate
financial information pertaining to management accountability within the framework of
developing effective CG. Nevertheless, in reality, there exists a disparity in the possession of
information between management and external entities such as investors, creditors, and the
government. This information asymmetry arises from certain parties having the ability to
acquire and exploit information for their advantage, while others are unable to access the
same information (Simamora and Setiyawati, 2023).

Financial statements serve as a vital and indispensable information resource for investors.
The primary function of financial statements is to provide investors with accurate and
dependable information so that they may formulate judicious investment judgments
concerning the profitability of the organization. The net profit figure holds significant
importance within financial reports. The potential for EQ to reduce capital expenses is an
essential criterion for investment decision-making. Furthermore, an upward trend in profits
can lead to an improvement in stock returns corresponding to the caliber of earnings.

Earnings are a highly consolidated and crucial financial metric utilized by decision-
makers. Earnings are utilized by decision makers for the dual purposes of firm valuation and
management performance evaluation. The phrase “EQ” is associated with the potential for
consumers to makemore informed decisions. However, EQ can also be defined as adhering to
current accounting standards and not concealing any significant things that, if disclosed,
could lead to a poorer evaluation of a company by readers of financial statements, such as
financial analysts (Michalak et al., 2012).

The subjective nature of accounting, in which different organizations may have unique
business characteristics and multiple parties may interpret the economic aspects of a
transaction differently, gives rise to the notion of profit quality. EQ is synonymous with the
concept that opposes earnings management. Put simply, an increased degree of earnings
management results in a diminished quality of earnings (Radzi et al., 2011).
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Scholars have made the discovery that, apart from intrinsic qualities, the infrastructure of
a company also influences the character of its earnings. Klein (2002) identifies an association
between the character of accruals and the presence of independent board members in
organizations as positive. This discovery implies that more stringent governance practices
serve to restrict themanipulation of earnings. Doyle et al. (2007) posit that insufficient internal
controls over financial reporting result in diminished EQ, impeding the probability of
identifying and resolving intentional misstatements or errors.

Earning quality concerns both the accuracy with which stated earnings reflect the actual
earnings of the organization and the predictive power of those earnings for future earnings
(Francis et al., 2004). The assessment of EQ is predicated on the results of confirmatory factor
analysis conducted on the four accounting basis qualities of EQ—accrual quality,
predictability, persistence, and income smoothing (Fanani, 2011; Sumiadji et al., 2019).

Warrad (2017) defines EQ as the ability of reported profits to accurately anticipate future
cash flows. Quality accounting profits refer to profits that are able to reduce perceived
disruptions and are not influenced by manipulated profits, such as discretionary accruals.
Fonou-Dombeu et al. (2023) found that managers are susceptible to manipulation when
measuring profits quality due to their use of conservatism and accrual quality, which allows
for discretion.

Accounting regulations and accounting standards setters consider earnings to be of “high
quality”when they are recorded in accordance with existing regulations, such as IFRS or the
Polish Accounting Act. Financial statement customers desire earnings that are considered
high quality, which means they are free from fraud and other forms of illegal manipulation.
This perspective is crucial due to numerous instances of “financial scandals,” such as the
Enron, WorldCom, and Lehman Brothers cases.

The enhancement of accounting profits quality is contingent upon two key factors: the
presence of high-caliber accounting standards and the level of investor protection inside a
given jurisdiction (Houqe et al., 2012). The implementation of a uniform set of accounting
standards, such as IFRS, enhances the quality of earnings as it compels management to
present an accurate and unbiased perspective, hence reducing the occurrence ofmanipulative
earnings practices (Soderstrom and Sun, 2007). Additionally, the implementation of superior
accounting standards resulted in a decrease in earningsmanipulation and an enhancement in
the reliability of earnings and FRI (Ewert and Wagenhofer, 2005).

The concept of “EQ” concerns the ability of earnings data to provoke reactions from the
market. Enhanced “EQ” provides more detailed information regarding the specific elements
of a firm’s financial performance that are significant for specific individuals’ decision-making
(Erawati and Tunnajiha, 2023). In addition to earnings, the importance of reliable information
is generally acknowledged, especially when it comes to accurately reflecting the financial
performance of a company. Clearly, this is demonstrated by the profits detailed in its financial
statements. Furthermore, such data is crucial for investors in order to facilitate well-informed
investment decisions and to predict the prospective profitability of the organization.

The analysis mentioned above underscores the considerable importance of EQ and its
critical role in evaluating the extent to which the information revealed in financial statements
is utilized, specifically in the Egyptianmarket, as is the case in developing nations like Egypt.
On the contrary, a number of studies contend that a robust standard of EQ will substantially
influence the credibility of financial reporting. The objective of this research is to examine
whether EQ acts as a moderator in the relationship between OS and FRI, in accordance with
the aforementioned arguments.

Therefore, the second hypothesis is as follows:

H2. Earnings quality has a positive influence on the association between “ownership
structure” and “the financial reporting integrity” in the Egyptian firms.
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Based on the above discussion, it is expected in the case of Egypt, an increase in EQ enhances
the positive association between IO and FRI. It is hypothesized that high EQ enhances the
ability of institutional investors to monitor management effectively and assure the integrity
of financial reporting. Conversely, the low quality of earnings may weaken the positive
impact of IO on FRI; since it is more difficult for investors to correctly appraise a company’s
financial performance.

5. Research design
5.1 Sample and data collection
This study investigates the relationship between OS and FRI by analyzing a sample of firms
listed on the Egyptian Stock Exchange (EGX). The sample was intentionally chosen from the
population of firms of the EGX 100 index, which encompasses a wide variety of firms
operating in the Egyptian corporate sector. Utilizing the EGX 100 index for sample selection
has numerous benefits. The index includes a wide variety of companies, providing a more
comprehensive and accurate overview of the Egyptian corporate sector.

To ensure the precision, uniformity of data, businesses in the banking and financial
industries were excluded due to their unique operational and regulatory features. This study
guarantees the dependability and uniformity of the data by concentrating on firms that are
continuously included in the index during the period selected. This allows for amore rigorous
examination of the links being investigated of the longitudinal analysis, therefore, we
deliberately excluded firms that were only included in the EGX 100 index for a single year
between 2014 and 2021. The final sample comprised 59 non-financial firmswith 472 firm-year
data that were constantly part of the EGX 100 index during the whole study period. Table 1
summarizes the steps of sample selection.

5.2 The study variables
In this paper, a set of variables are used to test the link between OS and the FRI as well as, the
impact of EQ on such relationship. The dependent variable is FRI, proxied by the Market-to-
Book ratio. This is taken as representing market perception about reporting quality and
future prospects of the firm. Two independent variables are used: block-holders’ ownership
(BHO) and institutional ownership structure (IOS). Such variables would allow us to value the
impact of ownership concentration and the presence of sophisticated investors on FRI. EQ is
introduced as a moderating variable; to further elaborate on how it might influence the
relationship between OS and FRI. Additionally control variables are used to control other
factors that may cause an impact on FRI. This set of variables captures the complex
relationship between the OS and FRI within the Egyptian market. Table 2 shows the
variables and its measurements.

5.3 The study models
To test the hypothesis (H1) the below regression model is formed:

No. of firms

EGX 100 index companies 100
Exclude financial and banking sector firms (15)
Exclude firms not consistently listed in EGX 100 (2014–2021) (26)
Final sample 59

Source(s): Table by authors’
Table 1.
Sample selection
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FRI i;t ¼ β0 þ β1BHOi;tþβ2 IOSi;t þ β3Fsizei;t þ β4ROEi;t þ β5Levi;t þ β6FAGi;t þ εi;t (1)

To test the hypothesis (H2) the below regression model is formed:

FRI i;t ¼ β0 þ β1BHOi;t *AQi;t þ β2 IOSi;t * EQi;t þ β3Fsizei;t þ β4ROEi;t þ β5Levi;t

þ β6FAGi;t þ εi;t (2)

Where:

FRI i;t 5 Financial Reporting Integrity

β0 5 Model constant

BHOi;t 5 Block-holders’ ownership for the firm (i) within the time period (t)

IOSi;t 5 Institutional ownership of the firm (i) within the time period (t)

EQi;t 5 Earnings quality of the firm (i) within the time period (t)

Govi;t 5 Governance disclosure of the firm (i) within the time period (t)

FSizei;t 5 Firm size of the firm (i) within the time period (t)

ROEi;t 5 Return on equity of the firm (i) within the time period (t)

LEVi;t 5 Amount of debt of the firm (i) within the time period (t)

FAGi;t 5 Firm Age of the firm (i) within the time period (t)

BHOi;t * AQi;t 5 The moderating effect between Block-holders’ ownership and Earnings
quality of the firm (i) within the time period (t)

IOSi;t * EQi;t 5 The moderating effect between Institutional ownership and Earnings
quality of the firm (i) within the time period (t)

Variables Measurements Reference

Dependent variable
Financial reporting
integrity

Market-to-Book Ratio (P/B ratio) 5 Market Price per Share/
Book Value per Share

Ma et al. (2023)

Independent variable
Ownership
structure

Block-holders’ ownership: The proportion of shares owned by
shareholders who hold at least 5% of shares outstanding
Institutional ownership: The proportion of shares owned by
institutional shareholders

Diab et al. (2023),
Farooque et al., (2022)

Moderating variable
Earnings quality Earnings quality 5 Cash flowfrom operaation

net income
El-Deeb and Albanna
(2018)

Control variables
Firm size Log of total assets Oppong et al. (2019)
Firm age Number of operating years for the firm Lee and Lin (2010)
Profitability Net income/total assets Maditinos et al. (2011)
Financial leverage Total liabilities/total assets Xu and Liu (2016)

Source(s): Table by authors’
Table 2.

Study variables
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6. Data analysis and discussion of results
6.1 Descriptive analysis
The descriptive statistics shown in Table 3 offer valuable insights into the features of the
sample data utilized in this study on the correlation between OS, EQ, and FRI in the Egyptian
context. Based on the results in Table 3, the average of blockholder ownership is 0.306 in the
sample under study, indicating a modest degree of ownership concentration among big
blockholders. The mean of institutional ownership is 0.353, suggesting that institutional
investors generally have significant stakes. The blockholder and institutional ownership
exhibit variation among firms, as evidenced by their respective standard deviations of 0.315
and 0.205. This finding aligns with prior study on dispersed ownership arrangements
conducted by Sarhan and Al-Najjar in 2023 (Sarhan and Al-Najjar, 2023).

The EQ measure shows a mean value of 1.043 and a very high standard deviation of
66.265. This indicates substantial variability in EQ across the sampled firms, ranging from
�1418.654 to 76.601. Prior studies have similarly found high variability in accruals-based EQ
measures (Dombeu and Nomlala, 2023; Benkraiem et al., 2021; Elzahaby, 2021). “Firm size” as
measured by “log total assets” shows a mean of 21.222 and a low standard deviation of 1.345,
indicating firms are clustered around a large size on average, though the minimum of 16.954
and maximum of 24.863 point to some differences. Leverage has a mean of 0.482 and a
standard deviation of 0.196, suggesting reasonable variation in capital structure across
observations (Djashan, 2019). Firm age demonstrates a wide range, with a mean of
35.356 years and a standard deviation of 20.019 years. The minimum firm age is 1.849 years,
while the maximum is 104 years. This suggests that both young and mature firms are well-
represented. FRI has a mean of 12.514 and a standard deviation of 12.762. This points to
diversity in integrity scores, though the wide range from 0.433 to 49.781 suggests potential
outliers. Overall, the descriptive statistics provide useful insights into the sample
characteristics as a starting point for hypothesis testing.

Overall, descriptive statistics provide a useful starting point for understanding the
characteristics of the sample and set the stage for hypothesis testing and regression analysis.
The diverse nature of OS, EQ, and FRI scores within the Egyptian corporate landscape
highlights the importance of further investigating the relationships between these variables,
as proposed in the primary objective of this study.

6.2 Correlation between variables
The examination of the correlation matrix furnishes preliminary insights into the
interrelations amongst research variables. Notably from Table 4, there exists a substantial
positive correlation between “blockholder ownership” and “institutional ownership”
(r 5 0.162, p < 0.01). This finding suggests that an increase in blockholder stakes is
associated with expanded institutional ownership, where such an association underscores

Valid Mean Std. deviation Minimum Maximum

Blockholder ownership 472 0.306 0.315 0.000 0.935
Institutional ownership 472 0.353 0.205 0.000 0.898
Earnings quality 472 1.043 66.265 �1418.654 76.601
Firm size 472 21.222 1.345 16.954 24.863
Leverage 472 0.482 0.196 0.101 0.904
Firm age 472 35.356 20.019 1.849 104.000
Financial reporting integrity 472 12.514 12.762 0.433 49.781

Source(s): Table by authors’
Table 3.
Descriptive statistics
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the synergy between different OS, possibly reflecting complementary governance roles
(Dewayanto et al., 2020).

The presence of a positive correlation between blockholder ownership and honest
financial reporting (r5 0.144, p < 0.01) supports the idea that structures with a lot of owners
encourage a culture of honesty, which is in line with agency theory (Yuan et al., 2023)
thinking. However, the magnitude of this correlation, although significant, is modest,
suggesting that while blockholder ownership is a pertinent factor, it is not the sole
determinant of reporting integrity. In a similar vein, institutional ownership shows a positive
relationship with FRI (r 5 0.189, p < 0.01), bolstering theories advocating the monitoring
prowess of institutional investors (Abbas et al., 2021a). This finding implicates the
instrumental role institutions play in upholding high standards of CG and ethical reporting
practices. The association between EQ and FRI, while statistically significant, is relatively
tenuous (r5 0.098, p<0.05). This outcome implies that superior EQ is somewhat indicative of
heightened reporting integrity, aligning with the conceptualization of EQ as a facet of overall
corporate integrity (Iriyadi, 2019).

Regarding the “control variables”, the “firm size” and “leverage” manifest significant
correlations with certain key variables, underscoring their indispensability as control factors
in the study. Conversely, firm age appears to be less impactful, as evidenced by its lack of
significant correlations, which may prompt a re-evaluation of its relevance as a control
variable in this context (Budiharjo and Irawan, 2020; Oktaviana and Paramitha, 2021).

As a whole, these correlation analyses provide the first real-world evidence for how OS,
EQ, and the accuracy of financial reporting are thought to affect each other. These findings
lay the groundwork for subsequent regression analyses aimed at more rigorously
interrogating the dynamics among these constructs. While it is pivotal to acknowledge
that correlation does not equate to causation, these preliminary associations provide a
foundation for understanding the complex relationships between CG mechanisms and FRI.

6.3 Regression analysis
The regression analysis findings are presented in Table 5, offering empirical support for the
first hypothesis (H1), which proposes a favorable correlation between OS and FRI integrity in
Egyptian firms. The correlation between ownership and control variables accounts for 10.2%

Blockholder
Ownership

Institutional
Ownership

Financial
reporting
integrity

Earnings
Quality

Firm
Size Leverage

Firm
age

Blockholder
ownership

1

Institutional
ownership

0.162** 1

Financial
reporting
integrity

0.144** 0.189** 1

Earnings
quality

0.042 �0.004 0.098* 1

Firm Size 0.106* �0.070 �0.105* 0.020 1
Leverage �0.020 0.053 0.069 �0.064 0.188** 1
Firm age �0.152** �0.066 �0.003 0.002 0.161** �0.143** 1

Note(s): **Correlation is significant at the 0.01 level (2-tailed). *Correlation is significant at the 0.05 level
(2-tailed)
Source(s): Table by authors’

Table 4.
Correlations results of

research variables
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of the variability in FRI, as indicated by the model’s R-square value of 0.102. The degree of
explained variance, albeit not substantial, holds significance within the complex framework
of CG.

Notably, the coefficients for both blockholder ownership (β 5 5.910, p 5 0.002) and
institutional ownership (β5 9.663, p5 0.001) are positive and exhibit statistical significance.
This outcome is in line with foundational theories in CG, particularly those explaining the
roles of blockholders and institutions in enhancing reporting integrity through effective
oversight andmonitoring, as theorized by PeiZhi andRamzan (2020), El-Deeb et al. (2022), and
Thakolwirjo and Sithipolvanichgul (2021). Such findings are critical because they augment
the existing literature by contextualizing these relationships within Egypt’s unique corporate
environment, a landscape that is less explored in current scholarly discourse.

Regarding control variables, “firm size” emerges with a significant negative coefficient
(β5�1.316, p5 0.003), suggesting an inverse relationship between “firm size” and reporting
integrity. This could imply that larger firms, perhaps due to their complexity and diversified
interests, face greater challenges in maintaining high integrity levels. Conversely, leverage
displays a positive association with integrity (β5 6.428, p5 0.034), an intriguing result that
may hint at the disciplining effect of debt on corporate behavior (ElHawary and Hassouna,
2021; El-Deeb et al., 2022). The insignificance of firm age in this model may indicate that the
maturity of a firm does not significantly influence its reporting integrity in the Egyptian
context (Amr, 2016).

Based on the above analysis, these results strongly support (H1). They show how
important ownership concentration is for protecting the accuracy of financial reporting,
especially when it comes to blockholder and institutional ownership. This lends empirical
weight to agency theory’s postulations in the setting of Egyptian firms. However, the
relatively low R-square value signals the presence of other determinants of reporting
integrity, necessitating further exploration. It would be particularly insightful to probe the
potential moderating effects of EQ on these relationships. Despite these considerations, the
regression analysis provides initial, yet compelling, evidence supporting the positive
association postulated in (H1).

The second regression model is employed to examine the second hypothesis (H2) of this
study, which suggests that EQ has a moderating function in the association between OS and
financial reporting honesty. The result presented inTable 6 provides strong evidence in favor
of (H2). The R-square value (0.242), which is higher than that of the baseline model, indicates
that incorporating the interaction betweenOS andEQ accounts for a greater proportion of the
variability in the accuracy of financial reports. This discovery highlights the intricacies
involved in the relationship between governance and integrity.

Model

Unstandardized
coefficients Standardized coefficients

t Sig.B Std. error Beta

1 (Constant) 30.664 9.204 3.331 0.001
Firm size �1.316 0.446 �0.139 �2.949 0.003
Leverage 6.428 3.023 0.099 2.126 0.034
Firm age 0.042 0.030 0.065 1.396 0.163
Blockholder ownership 5.910 1.880 0.146 3.143 0.002
Institutional ownership 9.663 2.836 0.155 3.407 0.001

Note(s): Adjusted R Square 5 10.2%. a. Dependent Variable: Financial Reporting Integrity
Source(s): Table by authors’

Table 5.
Regression analysis of
the impact of
ownership structure on
financial reporting
integrity
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The coefficient for the interaction term between blockholder ownership and EQ (Block_EQ)
is significantly positive (β 5 1.540, p < 0.001). This finding demonstrates that the positive
influence of blockholder ownership on the integrity of financial reporting is not fixed, but
instead enhanced when there is a high level of EQ. This discovery supports and expands
upon the theoretical viewpoints of Samaha et al. (2012) and Hassan (2013), who emphasized
the crucial importance of profits quality in improving CG processes. The findings indicate
that in companies with strong EQ, blockholders have a crucial role in maintaining integrity,
potentially because they possess superior knowledge and exercise more efficient
supervision.

Conversely, the correlation between “institutional ownership” and EQ, as demonstrated
by the interaction term (Institutional_EQ), is positive but does not have enough statistical
evidence to be considered significant. This finding indicates that it is challenging to establish
the impact of profit quality on the connection between “institutional ownership” and
integrity. This suggests that while institutional owners may enhance financial integrity, the
influence of profit quality on this connection is uncertain, necessitating further inquiry.
The variability in investor protection and monitoring incentives across various nations is
reflected in the ambiguous influence of profit quality on institutional ownership and financial
reporting outcomes (La Porta et al., 2000). Under specific circumstances, institutionsmay play
a less significant role in governance in comparison to specialized blockholders.

Regarding control variables, firm size maintains its significant negative influence,
reaffirming the complexity of larger firms in maintaining integrity. Leverage and firm age,
however, continue to have no significant impact, reinforcing the need to scrutinize other
potential factors that might influence the corporate integrity landscape (Krishnan and
Visvanathan, 2008; Sundgren and Svanstr€om, 2022).

The continued significance of size, but not leverage or age, underscores the need for deeper
analysis into complex firm-level traits influencing integrity, including corporate culture,
governance dynamics, and norms. The diversity of findings highlights avenues for richer
theoretical development.

To sum up, these findings provide partial but noteworthy empirical support for H2.
The results illuminate the vital role of EQ in enhancing the positive influence of blockholder
ownership on FRI. However, the dynamics between institutional ownership and EQ, in
relation to integrity, remain an area ripe for future investigation, given the non-significant
findings in the current study. This nuanced understanding offers a deeper insight into the
multifaceted interrelationships among OS, EQ, and FRI, particularly in the context of
emerging markets like Egypt.

Model

Unstandardized
coefficients

Standardized
coefficients

T Sig.B Std. error Beta

1 (Constant) 34.064 8.157 4.176 0.000
Firm size �1.224 0.397 �0.129 �3.080 0.002
Leverage 4.378 2.731 0.067 1.603 0.110
Firm age 0.013 0.026 0.021 0.507 0.613
Blockholder ownership and earnings
quality

1.540 0.135 0.464 11.390 0.000

Institutional ownership and earnings
quality

0.019 0.015 0.052 1.285 0.199

Note(s): Adjusted R Square 5 24.4%. aDependent Variable: Financial Reporting Integrity
Source(s): Table by authors’

Table 6.
Regression analysis for
the moderating role of

earnings quality
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6.4 Robustness test
An additional analysis is used to demonstrate the robustness of our findings using an
alternative measure for the dependent variable, FRI. Specifically, we employed the Beneish
M-Score as an alternative measure of the Market-to-Book ratio originally used in this study.
The Beneish M-Score is a mathematical model that utilizes some financial ratios to identify
the likelihood of earnings manipulation in a firm’s financial statements. This measure
provides a different perspective on FRI, focusing on the probability of earnings manipulation
rather than market perception (Miharsi et al., 2024).

Furthermore, we use the 2SLS analysis to validate the original regression findings
following Sandwidi and Cellier (2019). 2SLS helps in addressing the potential endogeneity
issues that may arise with explanatory variables like OS and EQ. As shown in Table 7, the
results align closely with the initial regression estimates used in the previous section; where
the “Blockholder ownership” (β5 5.757, p5 0.002) and “institutional ownership” (β5 9.693,
p 5 0.001) continue to demonstrate significant positive effects on FRI. This reinforces the
paper’s hypothesis H1 that concentrated ownership plays a vital role in promoting
transparency and integrity in financial disclosures.

The positive and significant coefficient on EQ (β 5 0.020, p 5 0.022) also mirrors the
regression outcome. This supports the paper’s hypothesis H2 that EQ strengthens the impact
of blockholder ownership on reporting integrity.

The consistency between regression and 2SLS models lends greater credibility to the
paper’s conclusion. The core findings on the importance of OSs and EQ in shaping FRI hold
even after addressing endogeneity concerns through 2SLS, where it is an appropriate
robustness check because endogeneity is a common issue when modeling governance
relationships. OS could influence EQ but also might be influenced by it, necessitating
instrumentation. Likewise, unobserved firm-level factors may drive the results. By using
instruments for the potentially endogenous regressors, 2SLS isolates their exogenous effects
on the dependent variable.

The 2SLS analysis produces an adjustedR2 of 0.175, indicating that 17.5%of the variation
in FRI is explained by ownership, EQ, and control variables. This is relatively consistent with
the baseline regression model’s adjusted R2.

Overall, the 2SLS analysis enhances the rigor of the study and provides reassurance that
the main conclusions are robust to endogeneity biases. The corroborating results from 2SLS
strengthen the paper’s theoretical hypotheses and empirical findings on the key determinants
of FRI within Egyptian firms. The results obtained from this additional analysis were largely

Coefficients
Unstandardized
coefficients Beta t Sig

B Std. Error

Equation (1) (Constant) 31.064 9.164 3.390 0.001
Blockholder ownership 5.757 1.873 0.142 3.074 0.002
Institutional ownership 9.693 2.823 0.156 3.434 0.001
Earnings quality 0.020 0.009 0.102 2.299 0.022
Firm size �1.346 0.445 �0.142 �3.028 0.003
Leverage 6.891 3.016 0.106 2.285 0.023
Firm age 0.042 0.030 0.066 1.420 0.156

Adj R2 5 0.175

Note(s): *Dependent Variable: Financial Reporting Integrity; measured using the Beneish M-Score
Source(s): Table by authors’

Table 7.
2SLS analysis
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consistent with our original findings, supporting the robustness of our conclusions regarding
the relationships between OS, EQ, and FRI in the Egyptian context. This consistency across
different measures of FRI strengthens the reliability and the validity of the results and the
insights they provide into CG dynamics in emerging markets.

6.5 Discussion of results
The findings on the links between OS, FRI, and EQ in the Egyptian market present some
interesting results that support, aswell as challenge, existing theories and empirical evidence.
The positive association between BHO and FRI aligns with the agency theory; where it opens
new avenues for the understanding of how large shareholders in Egyptian firms actually
monitor management. It, however, contrasts with Gayatri and Saputra’s findings in 2013,
which had a negative impact from concentrated ownership on the integrity of financial
reporting. This underlines how complicated the relationships are across different markets.

The results regarding the IO set an interesting point of departure from some existing
literature. The non-significant effect of IO in this study is in line with the findings of Ulfa and
Challen (2020), but contrary to the positive associations found by Salem et al., (2019),
Tambunan et al. (2022). This might be a function of the distinct features of the Egyptian
market, which further corroborates the argument that corporate governance mechanisms
may be helpful to various degrees within different institutional environments.

The moderating effect of EQ on the OS in their relation to FRI increases our awareness;
where the findings of this paper support the information asymmetry theory and are
consistent with the arguments by Dechow et al. (2010) regarding the role of EQ in financial
reporting. Specifically, this result is consistent with the finding of Klein (2002) regarding the
positive association between accruals quality and independent board members, suggesting
that better governance practices, such as higher EQ, strengthen the OS in ensuring the
integrity of financial reporting.

Furthermore, the results suggest that EQ is complex in nature, as Francis et al. (2004)
noted. The interactions of such a complex relationship between OS, EQ, and FRI call for
nuance in exploring these linkages. Also, the results contribute to the debate on how effective
the different mechanisms of CG are in the context of emerging markets. Although supportive
of block-holder ownership, our result raises a query on the assumed universality of
institutional investors’ positive impact suggested by Oktaviana and Paramitha (2021). This
requires context-specific studies on CG and cautions against the universal “cut-and-paste”
approach in emerging markets.

The findings have broad implications for theory development, empirical research, and
policy formulation within the sphere of CG, with special focus on emerging market
environments in Egypt. They reveal how vital it is to consider local institutional factors when
applying CG mechanisms and designing regulatory frameworks and open up new paths of
inquiry on the complex interplay between OS, EQ, and the integrity of financial reports.

7. Conclusion, limitations and suggestions for future research
This study sheds light on the drivers of integrity in financial reporting in the Egyptian
context, it only inaugurates the road for future research. Such future research efforts would
base themselves on the limitations of this study and the suggested avenues to further deepen
our understanding of the complex interplay between OS, EQ, and the integrity of financial
reporting in diverse market contexts.

This study adds to the existing body of knowledge on the relationship between OS, EQ,
and FRI. The results of our study support the idea that both “blockholder and institutional
ownership” have a favorable impact on FRI. This conclusion is consistent with the concepts
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of “agency theory” as proposed by Jensen and Meckling (1976) and Shleifer and Vishny
(1986). This study emphasizes the crucial importance of concentrated owners in overseeing
reporting techniques and mitigating management opportunism, therefore enhancing the
openness and reliability of financial disclosures.

Moreover, the analysis uncovers a fascinating parallel impact: the quality of earnings
significantly strengthens the connection between blockholder ownership and the FRI.
These findings indicate that owners can promote openness and discourage unethical
actions by focusing on generating high-quality earnings, which aligns with the monitoring
hypotheses proposed byWarfield et al. (1995). Nevertheless, the impact of profit quality on
reducing the correlation between institutional ownership and integrity is not as clear-cut.
This discovery aligns with the varied outcomes of other studies in this field (Singh and
Schmidgall, 2002; Koh, 2003), emphasizing the intricate and situation-specific nature of
these connections.

Our investigation illuminates the complex and diverse nature of the “integrity of financial
reporting”. This statement highlights the significance of ownership arrangements in terms of
monitoring and oversight, as well as the equal importance of comprehensive accounting
processes in providing a solid basis for dependable financial reporting. Both the
concentration of control and the reliability of profit measurements are crucial for a
comprehensive comprehension of FRI.

Our findings have implications on several fronts. Policymakers and regulators in Egypt
and other similar emerging economies, where the results suggest that increasing
concentrated ownership, especially blockholder ownership, may be effective in enhancing
the integrity of financial reporting. Moreover, the complex relationship between institutional
ownership and reporting integrity suggests that policies aimed at attracting institutional
investors may need supplementation with effective institutional measures about their
engagements in corporate governance.

Furthermore, the results imply that firms with high blockholder ownership in the
Egyptianmarketmay providemore reliable financial information, particularly in conjunction
with high earnings quality; this could inform investment strategies and risk assessments in
emerging markets. We also add to the ongoing stream of literature on CG debate within
emerging markets with our empirical evidence that not only supports but also contests these
theories. This, in particular, indicates that studies specific to context are required and a one-
size-fits-all approach toward corporate governance across different institutional
environments might not work at all times.

It is crucial to acknowledge that this study is specifically focused on Egypt, and so its
applicability to other markets, particularly those with more advanced governance systems,
may be restricted. Emerging economies, like Egypt, typically have less robust investor
protections and governance structures (La Porta et al., 2000), which can affect ownership
dynamics and integrity in a distinct manner compared to markets with better legal
frameworks and transparency rules. Furthermore, the dependence on secondary data sources
may fail to encompass the full complexity of notions such as integrity. Integrating internal
corporate papers and conducting qualitative investigations would enhance future research
and provide a more comprehensive understanding of these processes. Furthermore, this
study depends on some firm-level control factors; whereas, there might be country-level
control factors that should be considered.

Notwithstanding these limitations, this study represents a crucial advancement in
comprehending the factors that influence the honesty and accuracy of financial reporting. By
incorporating viewpoints on ownership, accounting quality, and governance, it provides a
thorough elucidation of the elements that impact the integrity of financial reporting.
Subsequent research endeavors could build on these discoveries by investigating additional
markets, utilizing a variety of methodological strategies, and considering alternative
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theoretical frameworks. This study would provide more insights into the complex interplay
of factors that influence the integrity of financial reporting, thereby enhancing our
comprehensive and nuanced understanding of this crucial element of CG. These limitations
open up several avenues for future research; where it can extend the current investigation to
other emerging markets or conduct comparative analysis across the different institutional
environments. Qualitative research methods, supplemented by corporate insiders’
interviews, can give an in-depth understanding of the motivation behind the reporting
practices and the effectiveness of different ownership structures.

Further research may also focus on finer details of ownership structure, such as family
ownership versus founder-CEO versus professional CEO characteristics that influence the
integrity of reporting. Such ownership characteristics, juxtaposed with board independence
dynamics, may offer newer insights into corporate governance dynamics. It would also be
interesting to look for alternative proxies for integrity in financial reporting and earnings
quality, probably textual analysis of corporate disclosures, in order to establishwhethermore
subtle effects could be identified. Longitudinal studies on changes in ownership structure or,
conversely, earnings quality over time and the resultant changes in reporting integrity would
be extremely enlightening in this respect. Furthermore, country-level control factorswould be
considered in examining the relationship between OS, EQ and FRI.

Analyzing investor protection regimes could elucidate differences in how ownership and
EQ interact across countries. Exploring alternative proxies for integrity and quality,
including textual analysis of disclosures, could uncover subtler effects. Lastly, qualitative
methods examining managerial incentives and ethical orientations could enrich our
understanding of antecedents to integrity. In summary, this paper serves as a starting
point for advanced research on the multidimensional drivers of FRI, blending ownership,
accounting quality, and CG dynamics.

References

Abbas, D.S., Ismail, T., Taqi, M. and Yazid, H. (2021a), “The influence of independent commissioners,
audit committee and company size on the integrity of financial statements”, Studies of Applied
Economics, Vol. 39 No. 10, pp. 1-11, doi: 10.25115/eea.v39i10.5339.

Abbas, D., Siregar, I.G. and Basuki (2021b), “Integrity of financial statements and the factors”, Journal
of Accounting Science, Vol. 5 No. 1, pp. 17-27, doi: 10.21070/jas.v5i1.1108.

Achim, M.V., V�aidean, V.L. and Safta, I.L. (2023), “The impact of the quality of corporate governance
on sustainable development: an analysis based on development level”, Economic Research-
Ekonomska Istra�zivanja, Vol. 36 No. 1, pp. 930-959, doi: 10.1080/1331677x.2022.2080745.

Alnabsha, A., Abdou, H.A., Ntim, C.G. and Elamer, A.A. (2018), “Corporate boards, ownership
structures and corporate disclosures: evidence from a developing country”, Journal of Applied
Accounting Research, Vol. 19 No. 1, pp. 20-41, doi: 10.1108/jaar-01-2016-0001.

Amr, A.M. (2016), “Analyzing the effect of firm liquidity on the quality of financial reporting: an
empirical study of firms listed in the Egyptian Stock Exchange”, International Journal of Social
Science and Economic Research, Vol. 1 No. 10, pp. 1604-1623.

Arie, A.A.P.G.B. and Suryandari, N.N.A. (2023), “The effect of good corporate governance, company
size, and leverage on the integrity of financial statements”, Jurnal Ekonomi, Teknologi Dan
Bisnis (JETBIS), Vol. 2 No. 3, pp. 310-324, doi: 10.57185/jetbis.v2i3.41.

Bahadori, M. and Hajalizadeh, M. (2016), “Institutional ownership, CEO characteristics and the
probability of fraud occurrence in firms”, Academic Journal of Accounting and Economic
Researches, Vol. 5 No. 3, pp. 95-102.

Baioco, V.G. and Almeida, J.E.F.D. (2017), “Effects of the audit committee and the fiscal council
on earnings quality in Brazil”, Accounting and Finance Magazine, Vol. 28 No. 74, pp. 229-248,
doi: 10.1590/1808-057x201703250.

Journal of
Humanities and
Applied Social

Sciences

489

https://doi.org/10.25115/eea.v39i10.5339
https://doi.org/10.21070/jas.v5i1.1108
https://doi.org/10.1080/1331677x.2022.2080745
https://doi.org/10.1108/jaar-01-2016-0001
https://doi.org/10.57185/jetbis.v2i3.41
https://doi.org/10.1590/1808-057x201703250


Benkraiem, R., Ben Saad, I. and Lakhal, F. (2021), “New insights into IFRS and earnings quality: what
conclusions to draw from the French experience?”, Journal of Applied Accounting Research,
Vol. 22 No. 2, pp. 307-333, doi: 10.1108/jaar-05-2020-0094.

Budiharjo, R. and Irawan, A. (2020), “The Influence of institutional ownership, managerial ownership,
leverage and firm sizes on integrity of financial statements”, Quest Journals Journal of Software
Engineering and Simulation, Vol. 6 No. 3, pp. 30-37.

Butt, S.A. and Hasan, A. (2009), “Impact of ownership structure and corporate governance on capital
structure of Pakistani listed companies”, International Journal of Business and Management,
Vol. 4 No. 2, pp. 50-57, doi: 10.5539/ijbm.v4n2p50.

Chen, J., Chen, N.Y., He, L. and Patel, C. (2022), “The effect of ownership structure on disclosure quality
and credit ratings in family firms: the moderating role of auditor choice”, Family Business
Review, Vol. 35 No. 2, pp. 140-158, doi: 10.1177/08944865211057854.

Dechow, P., Ge, W. and Schrand, C. (2010), “Understanding earnings quality: a review of the proxies,
their determinants and their consequences”, Journal of Accounting and Economics, Vol. 50 Nos
2-3, pp. 344-401, doi: 10.1016/j.jacceco.2010.09.001.

Dewayanto, T., Rahmawati, R. and Suhardjanto, D. (2020), “Institutional ownership, blockholder
ownership, and the board’s tenure to disclosure of corporate governance”, Ekuilibrium: Jurnal
Ilmiah Bidang Ilmu Ekonomi, Vol. 15 No. 1, pp. 83-90, doi: 10.24269/ekuilibrium.v15i1.2020.pp83-90.

Diab, A., Abdelazim, S.I. and Metwally, A.B.M. (2023), “The impact of institutional ownership on the
value relevance of accounting information: evidence from Egypt”, Journal of Financial
Reporting and Accounting, Vol. 21 No. 3, pp. 509-525, doi: 10.1108/jfra-05-2021-0130.

Djashan, I.A. (2019), “The effect of firm size and profitability on firm value with capital structure as
intervening variables in Indonesia”, Journal of International Business, Economics and
Entrepreneurship, Vol. 4 No. 2, pp. 55-59, doi: 10.24191/jibe.v4i2.14315.

Dombeu, N.C.F. and Nomlala, B.C. (2023), “Earnings quality research: trend, recent evidence and
future direction”, International Review of Management and Marketing, Vol. 13 No. 5, pp. 1-8, doi:
10.32479/irmm.14577.

Doyle, J.T., Ge, W. and McVay, S. (2007), “Accruals quality and internal control over financial reporting”,
The Accounting Review, Vol. 82 No. 5, pp. 1141-1170, doi: 10.2308/accr.2007.82.5.1141.

El-Deeb, M.S. and Albanna, H.M. (2018), “The impact of earnings quality on stock performance in the
stock exchange market: evidence from Egypt”, Scientific Journal for Commercial and
Environmental Studies, Vol. 9 No. 2, pp. 768-810.

El-Deeb, M.S., Halim, Y.T. and Elbayoumi, A.F. (2022), “Disclosure tone, corporate governance and
firm value: evidence from Egypt”, Asia-Pacific Journal of Accounting and Economics, Vol. 29
No. 3, pp. 793-814, 10.1080/16081625.2021.1934708.

ElHawary, E. and Hassouna, D. (2021), “Earnings management determinants: a study of Egyptian
listed firm characteristics post the Egyptian revolution”, Corporate Governance and
Organizational Behavior Review, Vol. 5 No. 2, pp. 165-183, doi: 10.22495/cgobrv5i2sip5.

Elzahaby, M.A. (2021), “How firms’ performance mediates the relationship between corporate
governance quality and earnings quality?”, Journal of Accounting in Emerging Economies,
Vol. 11 No. 2, pp. 278-311, doi: 10.1108/jaee-09-2018-0100.

Erawati, T. and Tunnajiha, R. (2023), “Earnings management, leverage and earnings quality of
manufacturing companies in Indonesia”, Proceeding International Conference on Accounting
and Finance, Vol. 1, pp. 185-193.

Ewert, R. and Wagenhofer, A. (2005), “Economic effects of tightening accounting standards to restrict
earnings management”, The Accounting Review, Vol. 80 No. 4, pp. 1101-1124, doi: 10.2308/accr.
2005.80.4.1101.

Fajaryani, A. (2015), “Analysis of factors that influence the integrity of financial statements: empirical
study on mining companies listed on the Indonesian Stock Exchange”, Nominal Journal, Vol. IV
No. 1, pp. 67-82.

JHASS
6,5

490

https://doi.org/10.1108/jaar-05-2020-0094
https://doi.org/10.5539/ijbm.v4n2p50
https://doi.org/10.1177/08944865211057854
https://doi.org/10.1016/j.jacceco.2010.09.001
https://doi.org/10.24269/ekuilibrium.v15i1.2020.pp83-90
https://doi.org/10.1108/jfra-05-2021-0130
https://doi.org/10.24191/jibe.v4i2.14315
https://doi.org/10.32479/irmm.14577
https://doi.org/10.2308/accr.2007.82.5.1141
https://doi.org/10.1080/16081625.2021.1934708
https://doi.org/10.22495/cgobrv5i2sip5
https://doi.org/10.1108/jaee-09-2018-0100
https://doi.org/10.2308/accr.2005.80.4.1101
https://doi.org/10.2308/accr.2005.80.4.1101


Fanani, Z. (2011), “Determinant factors of financial reporting quality and economic consequences”,
Journal of Finance and Banking, Vol. 15 No. 1, pp. 23-39.

Fanani, Z., Ningsih, S. and Hamidah, S. (2009), “Determining factors of reporting quality finance and
investor confidence”, National Accounting Symposium, Symposium National Accounting XII,
Palembang.

Farooque, O.A., Dahawy, K.M., Shehata, N.F. and Soliman, M.T. (2022), “ESG disclosure, board
diversity and ownership: did the revolution make a difference in Egypt?”, Corporate Ownership
and Control, Vol. 19 No. 2, pp. 67-80, doi: 10.22495/cocv19i2art6.

Fitrawansyah, F. and Syahnifah, M. (2018), “The Effect of auditor independence on the integrity of
financial statements: empirical study on manufacturing companies listed on the Indonesia stock
exchange 2013-2015 period”, Accountability, Vol. 11 No. 2, pp. 245-256.

Fonou-Dombeu, N.C., Nomlala, C.B. and Nyide, C.J. (2023), “Earnings quality during COVID-19
pandemic: evidence from South African listed companies”, Journal of Accounting, Finance, and
Auditing Studies, Vol. 9 No. 3, pp. 340-367, doi: 10.32602/jafas.2023.037.

Francis, J., LaFond, R., Olsson, P.M. and Schipper, K. (2004), “Costs of equity and earnings attributes”,
The Accounting Review, Vol. 79 No. 4, pp. 967-1010, doi: 10.2308/accr.2004.79.4.967.

Gayatri, I.S. and Saputra, I.D. (2013), “The influence of corporate governance, company size and
leverage on integrity of financial statements”, Udayana University Accounting E-Journal, Vol. 5
No. 2, pp. 345-360.

Gorety, D. (2017), “The influence of corporate governance mechanisms, audit quality, and company
size on the integrity of financial statements: empirical study on property and real estate
companies listed on the Indonesia stock exchange in 2013-2015”, Bina Nusantara University.

Hardiningsih, P. (2010), “Influence of independence, corporate governance, and quality audit of report
integrity finance”, The Accounting Review, Vol. 2 No. 1, pp. 61-76.

Hasanuddin, R., Darman, D., Taufan, M.Y., Salim, A., Muslim, M. and Putra, A.H.P.K. (2021), “The effect of
firm size, debt, current ratio, and investment opportunity set on earnings quality: an empirical
study in Indonesia”, The Journal of Asian Finance, Economics and Business, Vol. 8 No. 6, pp. 79-188.

Hassan, S.U. (2013), “Financial reporting quality, does monitoring characteristics matter? An empirical
analysis of Nigerian manufacturing sector”, The Business and Management Review, Vol. 3
No. 2, pp. 147-161.

Hidayah, R., Sholih, A., Agustina, L. and Rahayu, R. (2021), “The determinant of earnings quality
using state ownership as moderating variable on companies in Malaysia”, Economy Journal,
Vol. 17 No. 1, pp. 34-48, doi: 10.21831/economia.v17i1.33147.

Houqe, M.N., Van Zijl, T., Dunstan, K. and Karim, A.W. (2012), “The effect of IFRS adoption and
investor protection on earnings quality around the world”, The International Journal of
Accounting, Vol. 47 No. 3, pp. 333-355, doi: 10.1016/j.intacc.2012.07.003.

Indah, S., Sulistiyowati, Y., Mukoffi, A. and Himawan, W.S. (2023), “The influence of independence,
corporate governance, and audit quality on the integrity of financial statements”, Privet Social
Sciences Journal, Vol. 3 No. 11, pp. 10-16, doi: 10.55942/pssj.v3i11.253.

International Accounting Standards Board (2018), Financial Instruments with Characteristics of
Equity, IASB, London, available at: https://www.ifrs.org/projects/work-plan/financial-
instruments-with-characteristics-of-equity/

Iriyadi, I. (2019), “Prevention of earnings management through audit committee and audit quality in
the award-winning and non-winning companies”, Journal of Accounting Research, Organization
and Economics, Vol. 2 No. 2, pp. 155-169, doi: 10.24815/jaroe.v2i2.14631.

Jao, R., Randa, F., Holly, A. and Sutadji, W.J. (2023), “Corporate governance and investment efficiency:
the mediating effect of earnings quality”, Proceedings International Economics and Business
Conference, Vol. 1 No. 1, pp. 395-404.

Journal of
Humanities and
Applied Social

Sciences

491

https://doi.org/10.22495/cocv19i2art6
https://doi.org/10.32602/jafas.2023.037
https://doi.org/10.2308/accr.2004.79.4.967
https://doi.org/10.21831/economia.v17i1.33147
https://doi.org/10.1016/j.intacc.2012.07.003
https://doi.org/10.55942/pssj.v3i11.253
https://www.ifrs.org/projects/work-plan/financial-instruments-with-characteristics-of-equity/
https://www.ifrs.org/projects/work-plan/financial-instruments-with-characteristics-of-equity/
https://doi.org/10.24815/jaroe.v2i2.14631


Jensen, M.C. and Meckling, W.H. (1976), “Theory of the firm: managerial behavior, agency costs and
ownership structure”, The Journal of Financial Economics, Vol. 3 No. 4, pp. 305-360, doi: 10.
1016/0304-405x(76)90026-x.

Kieso, D.E., Weygandt, J.J. and Warfield, T.D. (2017), Intermediate Accounting, IFRS Edition, 3rd
ed., Wiley.

Klein, A. (2002), “Audit committee, board of director characteristics, and earnings management”, Journal
of Accounting and Economics, Vol. 33 No. 3, pp. 375-400, doi: 10.1016/s0165-4101(02)00059-9.

Koh, P.S. (2003), “On the association between institutional ownership and aggressive corporate
earnings management in Australia”, The British Accounting Review, Vol. 35 No. 2, pp. 105-128,
doi: 10.1016/s0890-8389(03)00014-3.

Krishnan, G.V. and Visvanathan, G. (2008), “Was Arthur Andersen different? Further evidence on
earnings management by clients of Arthur Andersen”, International Journal of Disclosure and
Governance, Vol. 5 No. 1, pp. 36-47, doi: 10.1057/palgrave.jdg.2050072.

Kusumaa, H. and Fitrianib, N. (2020), “Ownership structure and the likelihood of financial reporting
fraud”, International Journal of Innovation, Creativity and Change, Vol. 13 No. 1, pp. 121-140.

La Porta, R., Lopez-de-Silanes, F., Shleifer, A. and Vishny, R. (2000), “Investor protection and corporate
governance”, Journal of Financial Economics, Vol. 58 Nos 1-2, pp. 3-27, doi: 10.1016/s0304-
405x(00)00065-9.

Lee, S.C. and Lin, C.T. (2010), “An accounting-based valuation approach to valuing corporate
governance in Taiwan”, Journal of Contemporary Accounting and Economics, Vol. 6 No. 2,
pp. 47-60, doi: 10.1016/j.jcae.2010.09.002.

Li, Q. and Wang, T. (2010), “Financial reporting quality and corporate investment efficiency: Chinese
experience”, Nankai Business Review International, Vol. 1 No. 2, pp. 197-213, doi: 10.1108/
20408741011052591.

Ma, D., Melia, A., Song, X., Tippett, M. and Van Der Burg, J. (2023), “Distributional properties of the
book to market ratio and their implications for empirical analysis”, The European Journal of
Finance, Vol. 29 No. 11, pp. 1330-1353, doi: 10.1080/1351847x.2022.2125818.

Maditinos, D., Chatzoudes, D., Tsairidis, C. and Theriou, G. (2011), “The impact of intellectual capital
on firms’ market value and financial performance”, Journal of Intellectual Capital, Vol. 12 No. 1,
pp. 132-151, doi: 10.1108/14691931111097944.

Malau, M. and Murwaningsari, E. (2018), “The effect of accrual market pricing, foreign ownership,
financial distress and leverage to the integrity of financial statements”, Economic Annals,
Vol. 63 No. 217, pp. 129-140.

Masruroh, D. and Apollo (2023), “The effect of profitability, liquidity and leverage on earning quality
with company size as a moderation variable”, Journal of Economics, Finance and Accounting
Studies, Vol. 5 No. 5, pp. 124-130, doi: 10.32996/jefas.2023.5.5.13.

Mayangsari, S. (2003), “Analysis of the effect of independence, audit quality, and corporate
governance mechanisms on the integrity of financial statements”, Collection of Papers of VI
National Symposium on Accounting, Surabaya, pp. 187-192.

Michalak, J., Waniak-Michalak, H. and Czajor, P. (2012), “Impact of mandatory IFRS implementation
on earnings quality: evidence from the Warsaw stock exchange”, Theoretical Journal of
Accounting, Vol. 68 No. 124, pp. 63-82.

Miharsi, D., Gamayuni, R.R. and Dharma, F. (2024), “Analysis of the utilization of Altman Z-Score,
Beneish M-Score, and F-Score model in detecting fraudulent of financial reporting: a literature
review”, Journal of Management, Accounting, General Finance and International Economic
Issues, Vol. 3 No. 2, pp. 353-364, doi: 10.55047/marginal.v3i2.954.

Mousa, G.A. and Desoky, A. (2019), “The effect of dividend payments and firm’s attributes on
earnings quality: empirical evidence from Egypt”, Investment Management and Financial
Innovations, Vol. 16 No. 1, pp. 14-29, doi: 10.21511/imfi.16(1).2019.02.

JHASS
6,5

492

https://doi.org/10.1016/0304-405x(76)90026-x
https://doi.org/10.1016/0304-405x(76)90026-x
https://doi.org/10.1016/s0165-4101(02)00059-9
https://doi.org/10.1016/s0890-8389(03)00014-3
https://doi.org/10.1057/palgrave.jdg.2050072
https://doi.org/10.1016/s0304-405x(00)00065-9
https://doi.org/10.1016/s0304-405x(00)00065-9
https://doi.org/10.1016/j.jcae.2010.09.002
https://doi.org/10.1108/20408741011052591
https://doi.org/10.1108/20408741011052591
https://doi.org/10.1080/1351847x.2022.2125818
https://doi.org/10.1108/14691931111097944
https://doi.org/10.32996/jefas.2023.5.5.13
https://doi.org/10.55047/marginal.v3i2.954
https://doi.org/10.21511/imfi.16(1).2019.02


Ntim, C.G. and Soobaroyen, T. (2013), “Corporate governance and performance in socially responsible
corporations: new empirical insights from a Neo Institutional framework”, Corporate
Governance: An International Review, Vol. 21 No. 5, pp. 468-494, doi: 10.1111/corg.12026.

Nurdiniah, D. and Pradika, E. (2017), “Effect of good corporate governance, KAP reputation, its size
and leverage on integrity of financial statements”, International Journal of Economics and
Financial Issues, Vol. 7 No. 4, pp. 174-181.

Nurjannah, L. and Pratomo, D. (2014), “Effect of the audit committee, independent commissioner and
audit quality on integrity of financial statements”, E-proceeding of Management, Vol. 1 No. 3,
pp. 99-105.

Oktaviana, H. and Paramitha, M. (2021), “The effect of ownership structure, audit committee,
company size, and audit quality on the integrity of financial statements on manufacturing
companies listed on IDX”, Journal La Bisecoman, Vol. 2 No. 4, pp. 15-29, doi: 10.37899/
journallabisecoman.v2i4.454.

Oppong, G.K., Pattanayak, J.K. and Irfan, M. (2019), “Impact of intellectual capital on productivity of
insurance companies in Ghana: a panel data analysis with system GMM estimation”, Journal of
Intellectual Capital, Vol. 20 No. 6, pp. 763-783, doi: 10.1108/jic-12-2018-0220.

Parinduri, A.Z., Pratiwi, R.K. and Purwaningtyas, O.I. (2019), “Analysis of corporate governance,
leverage and company size on the integrity of financial statements”, Indonesian Management
and Accounting Research, Vol. 17 No. 1, pp. 18-35, doi: 10.25105/imar.v17i1.4666.

PeiZhi, W. and Ramzan, M. (2020), “Do corporate governance structure and capital structure matter
for the performance of the firms? An empirical testing with the contemplation of outliers”, Plos
One, Vol. 15 No. 2, pp. 1-25, doi: 10.1371/journal.pone.0229157.

Pradika, E. and Hoesada, J. (2019), “Integrity of financial statement: big and independent are not
guarantee”, Journal of Accounting, Finance and Auditing Studies, Vol. 5 No. 1, pp. 59-79, 10.
32602/jafas.2019.3.

Prananti, P.C. (2018), “Factors affecting the integrity of financial statements in manufacturing
companies listed in Indonesia stock exchange”, Russian Journal of Agricultural and Socio-
Economic Sciences, Vol. 83 No. 11, pp. 40-48, doi: 10.18551/rjoas.2018-11.06.

Priharta, A. and Rahayu, D.P. (2019), “Determinants of earnings management and its implications on
the integrity of the financial statements”, International Conference on Economics, Management,
and Accounting, KnE Social Sciences, Vol. 2019, pp. 974-995, doi: 10.18502/kss.v3i26.5425.

Radzi, S.N.J.M., Islam, M.A. and Ibrahim, S. (2011), “Earning quality in public listed companies: a
study on Malaysia exchange for securities dealing and automated quotation”, International
Journal of Economics and Finance, Vol. 3 No. 2, pp. 233-244, doi: 10.5539/ijef.v3n2p233.

Salem, I.H., Ayadi, S.D. and Hussainey, K. (2019), “Corporate governance and risk disclosure quality:
Tunisian evidence”, Journal of Accounting in Emerging Economies, Vol. 9 No. 4, pp. 567-602, doi:
10.1108/jaee-01-2019-0005.

Samaha, K., Dahawy, K., Hussainey, K. and Stapleton, P. (2012), “The extent of corporate governance
disclosure and its determinants in a developing market: the case of Egypt”, Advances in
Accounting, Vol. 28 No. 1, pp. 168-178, doi: 10.1016/j.adiac.2011.12.001.

Sandwidi, B.W. and Cellier, A. (2019), “Corporate social performance and financial risk: evidence from
European firms. World Scientific Book Chapters”, in Boubaker, S. and Nguyen, D.K. (Eds),
Corporate Social Responsibility, Ethics and Sustainable Prosperity, Chapter 2, pp. 47-77.

Sarhan, A.A. and Al-Najjar, B. (2023), “The influence of corporate governance and shareholding
structure on corporate social responsibility: the key role of executive compensation”,
International Journal of Finance and Economics, Vol. 28 No. 14, pp. 4532-4556, doi: 10.1002/
ijfe.2663.

Satria, H., Marlinda, C., Utami, R. and As Sahara, M. (2022), “Financial statement integrity:
corporate governance and quality audit: evidence from food and beverage companies in
Indonesia”, Penanomic: International Journal and Economics, Vol. 1 No. 1, pp. 27-40.

Journal of
Humanities and
Applied Social

Sciences

493

https://doi.org/10.1111/corg.12026
https://doi.org/10.37899/journallabisecoman.v2i4.454
https://doi.org/10.37899/journallabisecoman.v2i4.454
https://doi.org/10.1108/jic-12-2018-0220
https://doi.org/10.25105/imar.v17i1.4666
https://doi.org/10.1371/journal.pone.0229157
https://doi.org/10.32602/jafas.2019.3
https://doi.org/10.32602/jafas.2019.3
https://doi.org/10.18551/rjoas.2018-11.06
https://doi.org/10.18502/kss.v3i26.5425
https://doi.org/10.5539/ijef.v3n2p233
https://doi.org/10.1108/jaee-01-2019-0005
https://doi.org/10.1016/j.adiac.2011.12.001
https://doi.org/10.1002/ijfe.2663
https://doi.org/10.1002/ijfe.2663


Savitri, E. (2016), “Corporate governance mechanism and the moderating effect of independency on
the integrity of financial reporting”, Investment Management and Financial Innovations, Vol. 4
No. 13, pp. 68-74.

Shleifer, A. and Vishny, R.W. (1986), “Large shareholders and corporate control”, Journal of Political
Economy, Vol. 94 No. 3 (part 1), pp. 461-488, doi: 10.1086/261385.

Siahaan, F.O. (2013), “The effect of good corporate governance mechanism, leverage, and firm size on
firm value”, GSTF Journal on Business Review, Vol. 2 No. 4, pp. 137-142.

Simamora, J.M.D. and Setiyawati, H. (2023), “Analysis of the effect of good corporate governance
structure on the integrity of financial statements and their impact on the quality of financial
statements”, Journal of Humanities and Social Studies, Vol. 7 No. 2, pp. 355-358.

Singh, A.J. and Schmidgall, R.S. (2002), “Analysis of financial ratios commonly used by US lodging
financial executives”, Journal of Leisure Property, Vol. 2 No. 3, pp. 201-213, doi: 10.1057/
palgrave.rlp.5090210.

Soderstrom, N.S. and Sun, K.J. (2007), “IFRS adoption and accounting quality: a review”, The
European Accounting Review, Vol. 16 No. 4, pp. 675-702, doi: 10.1080/09638180701706732.

Spence, M. (1973), “Job market signaling”, Quarterly Journal of Economics, Vol. 87 No. 3, pp. 355-374,
doi: 10.2307/1882010.

Sumiadji, S., Chandrarin, G. and Subiyantoro, E. (2019), “Effect of audit quality on earnings quality:
evidence from Indonesia stock exchange”, International Journal of Financial Research, Vol. 10
No. 1, pp. 86-97.

Sundgren, S. and Svanstr€om, T. (2022), “Regulatory sanction risk and going-concern reporting
practices: evidence for privately held firms”, Accounting and Business Research, Vol. 52 No. 4,
pp. 377-416, doi: 10.1080/00014788.2021.1931799.

Tambunan, S., Siregar, A., Wijaya, M. and Pratama, I. (2022), “The impact of corporate governance on
the integrated reporting quality of Indonesian listed firms: moderating role of CSR disclosure
and corporate sustainability”, International Journal of Economics and Finance Studies, Vol. 14
No. 4, pp. 252-274.

Thakolwirjo, C. and Sithipolvanichgul, J. (2021), “Board characteristics and capital structure: evidence
from Thai listed companies”, The Journal of Asian Finance, Economics and Business, Vol. 8
No. 2, pp. 861-872.

Ulfa, A.M. and Challen, A.E. (2020), “Good corporate governance on integrity of financial statements”,
Tarumanagara International Conference on the Applications of Social Sciences and Humanities
(TICASH 2019), Atlantis Press, pp. 40-46.

Warfield, T.D., Wild, J.J. and Wild, K.L. (1995), “Managerial ownership, accounting choices, and
informativeness of earnings”, Journal of Accounting and Economics, Vol. 20 No. 1, pp. 61-91,
doi: 10.1016/0165-4101(94)00393-j.

Warrad, L.H. (2017), “The influence of leverage and profitability on earnings quality: Jordanian case”,
International Journal of Academic Research in Business and Social Sciences, Vol. 7 No. 10,
pp. 62-81, doi: 10.6007/ijarbss/v7-i10/3359.

Winoto, A., Salim, G., Purnomo, A., Salim, G. and Lusianah, L. (2023), “Factors affecting the integrity
of financial statements”, Corporate Governance and Organizational Behavior Review, Vol. 7
No. 3, pp. 211-227, doi: 10.22495/cgobrv7i3p17.

Xu, X. and Liu, R. (2016), “Evaluation of corporate governance in Chinese mainland and Taiwan: a
comparative study of educational foundations”, Voluntas: International Journal of Voluntary
and Nonprofit Organizations, Vol. 27 No. 5, pp. 2401-2432, doi: 10.1007/s11266-016-9718-z.

Yasser, Q.R., Mamun, A.A. and Hook, M. (2017), “The impact of ownership structure on financial
reporting quality in the east”, International Journal of Organizational Analysis, Vol. 25 No. 2,
pp. 178-197, doi: 10.1108/ijoa-08-2015-0894.

Yuan, R., Han, Y. and Chen, Z. (2023), “Multiple large shareholders and financial reporting quality:
evidence from China”, Abacus, Vol. 59 No. 1, pp. 197-229, doi: 10.1111/abac.12277.

JHASS
6,5

494

https://doi.org/10.1086/261385
https://doi.org/10.1057/palgrave.rlp.5090210
https://doi.org/10.1057/palgrave.rlp.5090210
https://doi.org/10.1080/09638180701706732
https://doi.org/10.2307/1882010
https://doi.org/10.1080/00014788.2021.1931799
https://doi.org/10.1016/0165-4101(94)00393-j
https://doi.org/10.6007/ijarbss/v7-i10/3359
https://doi.org/10.22495/cgobrv7i3p17
https://doi.org/10.1007/s11266-016-9718-z
https://doi.org/10.1108/ijoa-08-2015-0894
https://doi.org/10.1111/abac.12277


Yulia, A.W. and Basuki, (2016), “Study of financial statement fraud in banking listed on the
Indonesian stock exchange –200”.

Yusran, I.N. (2023), “Determinants of the quality of financial reports”, International Journal of
Professional Business Review, Vol. 8 No. 3, pp. 1-40.

Further reading

Bellovary, J., Giacomino, E. and Akers, M. (2005), “Earning quality: it’s time to measure and report”,
The CPA Journal, Vol. 75 No. 11, pp. 32-37.

About the authors
Tariq H. Ismail is a Professor of Accounting at the Faculty of Commerce, Cairo University, Egypt. He
was the former head of the accounting department, and currently is the Dean of Business School at the
International Academy of Engineering andMedia Science, Egypt. He has published numerous articles in
a number of high-ranked, peer-reviewed journals listed in Clarivate Analytics EmergingMarkets Index,
SCOPUS, and the Australian Business Deans Council quality list, and has many books which had
worldwide audience. He had many research grants and excellence awards for the contributions he made
in his field. He is the founder and the editor of the Academy Journal of Social Sciences, as well as, co-
editor- in-chief of Global Journal of Accounting and Economy Research. He is on the editorial board of
several reputable journals. His current research focuses on disclosure quality and financial reporting,
accounting in emerging economies, and corporate governance. Tariq H. Ismail is the corresponding
author and can be contacted at: t.hassaneen@foc.cu.edu.eg

Mohamed Samy El-Deeb is Professor of accounting and the head of the Accounting Department at
October University for Modern Sciences and Arts (MSA). He received his Bachelor, MSc, and PhD of
Accounting from Cairo University. Dr Mohamed El-Deeb is a fellow of the higher education academy-
UK. He has a post graduate certificate in education from Greenwich university-UK. Dr Mohamed El-
Deeb is a Chartered Accountant (CA), and is certified by the Egyptian Accounting Syndicate. He is a
member of many professional associations like the Egyptian Society of Accountants and Auditors
(ESAA), and Egyptian tax society.

Raghda H. Abd El–Hafiezz is an assistant processor the Accounting, International Academy for
Engineering and Media Science, Egypt. Her research interests are related financial reporting and
disclosure, IFRS, risk disclosure quality, and determinants of financial and non-financial disclosure.

For instructions on how to order reprints of this article, please visit our website:
www.emeraldgrouppublishing.com/licensing/reprints.htm
Or contact us for further details: permissions@emeraldinsight.com

Journal of
Humanities and
Applied Social

Sciences

495

mailto:t.hassaneen@foc.cu.edu.eg

	Ownership structure and financial reporting integrity: the moderating role of earnings quality in Egyptian practice
	Introduction
	Background on the main research issues
	Theoretical literature review
	Empirical literature review and hypotheses development
	The link between “ownership structure” (OS) and “the financial reporting integrity” (FRI)
	Earning quality and financial reporting integrity

	Research design
	Sample and data collection
	The study variables
	The study models

	Data analysis and discussion of results
	Descriptive analysis
	Correlation between variables
	Regression analysis
	Robustness test
	Discussion of results

	Conclusion, limitations and suggestions for future research
	References
	Further reading
	About the authors


