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Abstract
The present research aimed to test the impact of corporate

governance mechanisms on earning management in business groups,
based on a sample of companies listed on the Egyptian Stock Exchange,
the sample of the study consisted of (98) companies, of which (45)
companies belonging to business groups, and (53) (Non business groups)
During the period from 2013 to 2017 with a total number of
observation(464) observation, the researchers relied on measuring
theearnings management on the modified Jones model, and the
governance mechanisms (as a variablelndependent) in:(managerial
ownership, governmental ownership, institutional ownership,
concentration of money The size of the board of directors, the
independence of the board of directors, the independence of the role of
the executive director, Big4), with the addition of some control variables
are: (the size of the company, the rate of return on assets, and the
percentage of leverage) to neutralize the expected impact on
earningmanagement in companies The results of the research showed
that there is a negative and significant impact on managerialearnings,
corporate ownership and the size of the board of directors on the
earningsmanagement, as well as a positive and significant impact on the
governmental ownership, the independence of the board of directors
and Big4. Earnings management, While the results of the research at
the level of the independent companies sample indicated a negative and
significant impact between managerial ownership and governmental
ownership and the independence of the board of directors on the
earningsmanagement, and also found a positive and significant impact
for both: Concentrated Ownership and Big4 on the earnings
management.

KeyWords : Corporate Governance Mechanisms, Affiliation to Business
Group, earning Management.
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TA=Total Accruals; NIBE= Net Income Before Extraordinary ltems;

CFO=Net Cash Flow From Operating.
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(3) Jdso
daal) & padal Alasl) ciua gil)

Business Group (Obs. 215)

Independency Firms (Obs. 244)

Mean  Std. Min  Max Mean  Std. Min Max
Dev. Dev.
Dependent Variable:
lEI\/I(lctJm ﬁﬁyﬁm 1087 0.166 0.0005 1.284 1015 0.130 0.0002 1.284
Independent Variables:
MNOW4 3y Astalf 4873  0.298 0 0.997 6337 0.239 3.2e-5 0.997
GOVOW dsa gsal) dglalf 0274  0.063 0 0.253 0.4361 2.853 0 0.253
INSOWN A 3al) ASLal) 0.0487 0.129 0 0.673 0.0585 0.136 0 0.673
CONCT 4l 385 5639 0.235 0 0.997 0.6234 0.244 0.058 0.997
BOASIZE 3 ) (ulas ana 9860 3.153 4 19 1680  2.461 3 19
BDINT 50y (adaa 4Dt 7468 0.175 0.2 1 7389 0.184 0 1
DUAL sLaill jaall ga duMai 0.6465 0.479 0 1 0.5697 0.496 0 1
BIG4 aa) sall i ana 0.6326 0.483 0 0.1721 0.378 0
Control Variables:
SIZE 48,4 axa 20.943 2.094 1441 25.21 18.879 1.729 1323 2521
ROE 4.ltall 4ad) 0446 0.154 -0.292 1.976 0303 0.139 -1.237 1.976



LEV Jsa¥) Ao ailall Jare 0.6075 0.636 0.005 4.340 0.4939 0.872 0.007 4.340
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O ol g gt aga g ) ndiy Laa (1,729 o8 5 jlma Gl ad) 5 (18.879) o siay
Adiiaal) clS pil) g Jlas ) pand Sl (o Lagd Adal) Jaa S A alaal

-) O L ddad) Jaa (ROA) cils )l Jgal Ao dilad) Jonal aall g A sl &L
ClS il Jaal Ao alal) Jara oo gie iy LaS (JasY) aad cilS yd 3 (1976 5 1.237
ClS &Y dde Jaa el g AN 2l Al Lady ((0.0446) Al ClS pd 5 giwa o
Laa (0.139) (s jba il jadly (0.0303) basgiay (1976 5292 —) oo La Alliiewal)
Aldal) Jaa Sl Ay B S Gl agag ) oy

«(4.430 5 0.005 Om e Juae¥) pans clS yi b (LEY Adial) dad) 01 S aal) il
i) g AN aal) Al Lady ((0.6075) cls il dlli b Adla) dadl ) Jau sia Ay Las
o (g ke il il 9 (0.4939) b sia; (4.340 50.007) (o Le Aldiienal) cilS yi) b
et CAS i G Lagh Al S Ay 8GR 529 ) s Lea (0.872)
Al als pad g Jleed

Jae il Al dde &l yiia asand Bl g AN aad o) ) B LAY Jass T A0
IO R S P P PR XTI VERILAT SRR DY I PRPRPR WS S R
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b 8 e O s om0 Y g A S O Y e Las < gaa
Aghagia Joa 98 Vg aml g 2
ol N A8 ghaa Julad Ll
Clall g (2 iiaS) LY 308 GBS Y Jalae aad Jals 1 Jalad Chagion
O Ashals ) ABad) Gl ) ABLEYL (Adalal) @ pidal) SISy (Alkiu ¢ piias) daS gal
P(Aads Jaad L sediy LaS cpanl) Lgudary g & el



(4) Joxa

Jalsi Y)Y 48 ghuaa
EM  MNOW GOVOW INSOWN CONCT BOASIZE BDINT DUAL BIG4 SIZE ROE LEV
IEM| 1 -0.039 -0.029 -0.072 -0.022 -0.035 0.025 -0.018 0.081 0.013 0.342 -0.060
[-0.61] [-0.46] [-1.13] [-0.34] [-0.54] [ 0.38] [-0.27] [1.27] [0.20] [5.66]*** [-0.93]
MNOW -0.081 1 -0.022 0.225 0.483 0.258 0.234 -0.066 -0.083 0.272 -0.015 -0.043
[-1.18] [-0.34] [3.58]*** [8.58]*** [4.15]*** [3.74]*** [-1.03] [-1.29] [4.40]*** [-0.23] [-0.68]
GOVOW 0.037 -0.132 1 0.002 -0.140 -0.0001 -0.126 0.126 -0.070 0.229 0.048 -0.040
[ 0.55] [-1.95]* [0.03] [-2.20]** [-0.00] [-1.98]** [1.98]** [-1.09] [3.66]*** [0.75] [-0.62]
INSOWN 0.024 0.090 0.410 1 -0.012 0.319 0.257 0.088 -0.023 0.133 -0.018 -0.005
[ 0.35] [1.32] [6.56]*** [-0.18] [5.24] [4.14]*** [ 1.38] [-0.36] [2.09]** [-0.28] [-0.08]
CONCT -0.115 0.462 -0.105 -0.197 1 -0.004 -0.025 -0.136 -0.061 0.144 0.104 -0.019 =
= [-1.70]* [ 7.59]*** [-1.54] [-2.93]*** [-0.06] [-0.40] [-2.14]** [-0.95] [2.27]** [1.62] [-0.30] 2
BOASIZE O 0.017 -0.075 0.266 0.101 -0.291 1 0.546 -0.261 0.380 0.433 0.084 -0.079 B
0] [ 0.25] [-1.09] [4.03]*** [1.48] [-4.43]*** [10.1]%** [-4.20]*** [6.39]*** [7.47]*** [1.32] [[1.23] 3
BDINT 4 -0.159 -0.031 0.321 0.253 -0.054 0.186 1 -0.284 0.145 0.246 0.076 0.009 =
GE) [-2.35]** [-0.46] [4.95]*** [3.81]*** [-0.79] [2.77]*** [-4.61]***  [2.28]** [3.94]*** [1.18] [0.14] &
DUAL 3 -0.060 0.028 0.047 0.234 0.024 -0.177 0.099 1 0.002 -0.177 -0.023 -0.053 T
o0 [-0.88] [ 0.40] [0.69] [3.51]*** [0.36] [-2.62]*** [ 1.45] [0.03] [-2.80]*** [-0.36] [-0.82] g
BIG4 -0.112 -0.015 -0.060 0.023 0.141 0.113 0.046 0.223 1 0.292 0.035 -0.031 @
[-1.64] [-0.22] [-0.88] [0.33] [2.08]** [ 1.66]* [0.67] [3.35]*** [ 4.76]*** [ 0.55] [-0.48]
SIZE -0.031 0.221 0.015 -0.042 0.122 0.254 -0.253 -0.038 0.151 1 0.239 -0.104
[-0.45] [3.30]*** [0.22] [-0.62] [1.80]* [3.84]*** [-3.82]*** [-0.55] [2.23]** [ 3.83]*** [-1.63]
ROE 0.255 0.159 0.003 -0.054 0.090 -0.028 0.038 -0.094 -0.159 -0.009 1 -0.202
[ [2.34]** [ 0.04] [-0.79] [1.31] [-0.41] [ 0.55] [-1.38] [-2.35]** [-0.129] [-3.21]***
3.84]***
LEV -0.015 0.095 -0.116 -0.022 0.092 -0.057 -0.035 0.060 0.194 0.077 -0.066 1
[-0.22] [1.39] [-1.71])* [-0.33] [1.36] [-0.84] [-0.51] [0.87] [2.88]*** [1.131] [-0.97]

i e %10 %5 %1 s siwa tie dilas) AN dgag I pdd * F* rreidlgala
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T Juae¥) peaad S pd b (2o pdtiaS) LY 308 (e Bl Y cDlalas (e Gy @
LaS aglial) <l piiall g Adiiocal) o picial) g ¢4 JLEAY) ClBlEaiud Adlhal) adlly Aic
LN B0k Uals ) Adiieal) < i) ST cpa ¢ cJgand) O S8 3 send) Lgauiag
Jea¥) Ao vl Jana duad a5 ((%3.7 ) 38 Jalii ) Jalaay elli g 4 gSal) ASlal
Jalaay lld g dyesna’gall ASlall Lgaly (%1 4y gina (s gicna dis (%2.5) o a8 Ll ) Jalaay
L ol (%17 ) 0% i) Jalaas 3 )) Gl ana agaly ((%2.4) o 38 Ll
Ll (%5 A gina 5 gima die (%15.9) o a8 Lol ) Jalaay 3101 (ulaa 4Dl
e aaa a8 (%10 Aygina g giaa die (%115 —) oy ol ) Jalaay ASlal) S
=) 08 Ll ) Jalaay 4 Y1 ASlall Al ol ((%11.2-) 5438 Jalii ) Jalray Axal sl
A A Al ((%6.17) B Jaldi ) Jaleay (o 2T pdall 9o 4D dpud a5 (8.1
=) 08 Ll ) Jalaay Aalal) Aadl ) A A0 9 ¢(3.1-) 08 Jalii i Jalaay 4S
(1.5

Bacsi Bl Lgaua gy LaS (lany Lgudany Aol <) pitiall ¢ s ) cOlelaa (o gy @
%50  glaii al dua ddads Cply cillald ) oda Clalaa aan ¢ ool ) 4 ghuaa
Bl M) cdlalaae cirda judu g cdawse § dna e el ) o L clalaall 538 cun gl 5 LaS
Aial Al Al zigai g i ate Jladial ) Ganl) zigall 3 pudall & paiall o
LS PIA e 4de (g8adl &3 g3 g ((Multi-Colinearity) jpaiill ais gladll o) g3 3Y)
JLaaY) wili cela &ua ((VIF) (Variance Inflation Factor ) aduaill Jalaa
AUiia 3529 ae ) sy Laa (10 ) 4wl e B Al ol 23 gad & i aand

bl Jadanl) A aadiioial) A al) g3 gad il e C A ) g3 Y)
gl LiBliag jlaa Zdsad gl Jalas (TG

A adgad Gy Gl (g b (e GRaI i) A g gl B Cald) Ciagiay
N8, Jdall B A gadl o elthy Aliieial) cilS pdll g Jael) gand ClS b A aad)



(5) dse>
Juas) gt Sy A 7L ) 81l il pil) AaSga i oy ABDlaY)
Dependent Variable: Earning Management ([EM|)

White cross-section standard errors & covariance (no d.f. correction)

Business Group

Independency Firms

Variables [EM| |[EM]|

MNOW -0.03465 -0.06142
[-1.909]* [-4.706]***

GOVOW 0.22513 -0.00256
[2.688]*** [-2.988]

INSOWN -0.12679 0.03351

[-11.59]*** [1.472]

CONCT 0.02595 0.07574
[1.644] [5.589]%**

BOASIZE -0.00162 0.00621
[-2.080]** [4.230]%**

BDINT 0.05323 -0.11619
[4.420]*** [-10.23]***

DUAL 0.00123 -0.00389

[0.122] [-0.776]

BIG4 0.03782 -0.00349

[3.787]*** [-0.389]

SIZE -0.00128 0.00202

[-0.403] [1.464]

ROA 0.02720 -0.02797

[3.156]*** [-0.679]

LEV 0.01265 0.00426



[2.466]** [3.830]***

Firms 45 51
Obs. 215 244
Effects Specification
Year/Firm FE No No
Firm GLS
Weights Yes Yes
Firm cluster Yes Yes
Adjusted R® %27.7 %16.9
DW-stat. 1.764 1.827
Fisher test (F- (8.466)*** (5.492)***
stat.)
Residual varianct (2.738)*** (2.444)***
tes
Breusch-Pagan (19.85)*** (14.49)***
test
Hausman test (15.58) (20.43)**
Time test (6.875) (1.541)

A A %10 (%5 %l ¢ sima die dglan) AN g2y A add * E* 00 el

toh La el Gbad) Jand) o g

Syl Ly g Juae¥) el S pd (5 giena Ao Ay )y ASlall (g ginag ol I 352y .1
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dad b el ) Al 4y ) y) Aslal) A (AR o oy Loy (Aol cils yad) A
JAIa 4y Astall ey Al ga 3 g g ghaiall an Mg o4y LSAY) CilBlEaLLY)
o Jardl g mllaally i agag purd ¢ palianall Alan () (5 a0 28 A g ey
AS ) gaiy ) i) B2

s e die iy Jlasl) pand il pd JA12 dpagsall L8lall g ginag e A 52y 2
B A (b Uit Al Fn Sl L) R LS o (oo Ly <% 1 sina
A o d3a gSa AShe dpud Ly (AN S AN lad B Adig) g (3haial) aan g BBy cdg LERY)
JB (e g dagSal) I (e Calglgena g pal) (oS S AN Al 88 AN gl Al



Ll g o laia) Cilaaf (G8anl CilS HaY o M aladiuly dagSal) ag8i B g ¢ Cpaalual
A Jhal) G a5 Laa G palienal) g adind e (et Le LIS Al 5 ¢(g2al) Bl
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g Il o) jaal G sty Ladie JAl) g <l ) 8N JAS) g 480l o b a8
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Abstract

The present research aimed to test the impact of corporate
governance mechanisms on earning management in business groups,
based on a sample of companies listed on the Egyptian Stock Exchange,
the sample of the study consisted of (98) companies, of which (45)
companies belonging to business groups, and (53) (Non business groups)
During the period from 2013 to 2017 with a total number of
observation(464) observation, the researchers relied on measuring
theearnings management on the modified Jones model, and the
governance mechanisms (as a variablelndependent) in:(managerial
ownership, governmental ownership, institutional  ownership,
concentration of money The size of the board of directors, the
independence of the board of directors, the independence of the role of the
executive director, Big4), with the addition of some control variables are:
(the size of the company, the rate of return on assets, and the percentage of
leverage) to neutralize the expected impact on earningmanagement in
companies The results of the research showed that there is a negative and
significant impact on managerialearnings, corporate ownership and the



size of the board of directors on the earningsmanagement, as well as a
positive and significant impact on the governmental ownership, the
independence of the board of directors and Big4. Earnings management,
While the results of the research at the level of the independent companies
sample indicated a negative and significant impact between managerial
ownership and governmental ownership and the independence of the
board of directors on the earningsmanagement, and also found a positive
and significant impact for both: Concentrated Ownership and Big4 on the
earnings management.

KeyWords : Corporate Governance Mechanisms, Affiliation to Business
Group, earning Management.



