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The Role of Internal Auditing Respecting the
Reducing Practices of Earnings Management: A
Comparative Study between The Egyptian and
Saudi Environment

Dr. Ahmed Hamed Abdelhalim; Dr. Nabil Yassin Ahmed and
Dr. Abeer Abdelkarim Ibrahim

Abstract:

Research Objective: The purpose of the search is to explore the role of
the internal audit in the reduction Earning Management Practices at The
Egyptian and Saudi business environments.

Research Methodology: This research was conducted by reviewing a
sample (50) individuals from the directors of the internal audit
departments, (43) individuals from the heads and members of the audit
committee, (22) individuals heads and members of boards of directors, and
(61) individuals of auditors in the of Egypt and the Kingdom of Saudi
Arabia. (40) individual faculty member in Egyptian and Saudi universities.
The data were analyzed using appropriate statistical methods and applied
through the (SPSS) program in analyzing the results.

Results and Recommendations: The results of this research indicate that
the Internal audit has an important role in reducing Earning Management
Practices from the point of view of the research sample for the Egyptian
and Saudi study environments. The study concluded with some
recommendations, the most important of which are: The necessity of
having the Behavior Ethical Rules of the Auditing Profession, the
necessity of having the special auditors’ own characteristic such as
integrity, independence, and objectivity to perform the work of internal
audit. And that the reports prepared by the internal auditor are directed to
the board of directors or to the audit committee and not to the executive
management of the company, in addition to the need to establish an
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institute for internal auditors to develop the practice of the internal in Egypt
and Saudi Arabia. And elevate it among other professions, taking care of
the interests of the internal auditors, and provide technical support to them,
and set controls and instructions and standards to practice the profession
of internal audit.

Originality and Contribution: This research goes along with accounting
researches that is based on the quality of internal audit performance and its
role in achieving transparency and credibility of financial reports and
statements. This research also represents an attempt to determine the
activities practiced by the internal audit, which can it lead to the reduction
of earnings management practices by defining its supervision and control
responsibilities over the preparation of financial reports and statements and
choose Accounting and administrative policies to achieve the company's
objectives. This can be said This study contributes to the accounting
literature by analyzing the relationship between the activities practiced by
the internal audit and the Reducing Practices of Earnings Management in
the Egyptian and Saudi business environments This may contribute to
reaching results that benefit the regulatory authorities on companies in
order to assist the preparers of auditing standards in the future when
developing an auditing standard regulating internal audit work procedures
and it defines its terms of reference, provided that it is obligatory.

Keywords: Internal audit quality, Earnings Management, Corporate
governance, financial reporting, The Egyptian and Saudi
business environments.
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