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Abstract

The objectives of the study were to identify the nature of the relationship
between the managerial ability of executives and the quality level of accounting
earnings in the Egyptian environment, this relationship was also re-analysed in
light of the following set of variables: the quality of the external audit, the
commitment to internal governance mechanisms, and the ownership pattern,
which the researcher believes has a modifier or mediator effect on that
relationship, to achieve the objectives of the study, the researcher relied on the
data of (64) non-financial companies listed on the Egyptian Stock Exchange, and
the number of views was (192). The managerial ability of executives was
measured by the indicator presented by the study (Demerjian et al. 2012). The
quality of earnings was expressed by the performance adjusted Jones model
(Kothari et al., 2005),the quality of the external audit was also expressed in two
indicators: the size of the audit office and the length of the link between the
auditor and the client, and with regard to the extent of commitment to internal
governance mechanisms, the study focused on the mechanisms of formation and
work of the board of directors and audit committees, and Finally, the ownership
pattern was expressed through two variables: concentration of ownership and
percentage of institutional ownership.

The results of the study showed that executives in the Egyptian environment
use their managerial abilities in earnings management practices, that is, there is
an inverse relationship between the managerial ability of executives and the
earnings quality, However, the variables of external audit quality and
commitment to internal governance mechanisms play a modulating role for that
relationship, While the results of the study showed that the pattern of ownership
as a mediating variable has different effects on the relationship between the
managerial ability of executives and the earnings quality.

Key Words : Management ability, earnings management, earnings quality,
external audit quality, internal governance mechanisms, ownership pattern.
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Al pall A
. . . Std.
Variables N Minimum | Maximum Mean o
Deviation
Emit 192 .000085 | 14.072110 290079 | 1.501847
MA —Score 192 -72.6% -7.73% -22.6% -8.05%
Firm Size 192 7.678802 | 10.698908 | 8.908042 | .651832
Loss 192 0 1 211 .3641
ROA 192 -.376313 .568165 .054369 .114585
Firm Age 192 1.0 36.0 19.109 6.9789
Big4 192 0 1.0 464 .5000
CG 192 %0 %100.00 %17.1875 | %25.692
Bigd*MA-Score 192 773431 7.265799 3.4326 .634191
CG*MA-Score 192 -.3856100| 5.812639 .0134799 | .430283
Ins. Own. 192 %.00 2082.93 %026.0665 | %25.475
Own. Concen. 192 %.28 299.74 %60.6430 | %30.628
Valid N (listwise) 192
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. . Ma Firm Firm . Bigd*MA- CG*MA- Ins. Own.
Vel il Score Size HEES ROk Age =15 U ce Score Score Oown. Concen.
Emit 1
Ma Score .007 1
Firm Size -.098 .000 1
Loss 143" .000 .169" 1
ROA .026 .308™ 161" 114 1
Firm Age -.034 .010 -.090 .150" -.011 1
Big4 -0.143 .239 -.169" 0.615 114 .150" 1
LT 0.185 127 0.135 0.216 157 0.121 0.241 1
CG -.030 -.065 .706™ .045 137 -.183" .045 -.165 1
Bigd*MA-Score .007 787" .001 .000 143" -.076 .000 -112 .108 1
CG*MA-Score -.005 731 -.020 .053 .035 -.057 .053 -.137 .076 .860™ 1
Ins. Own. .102 -.044 291" 157* 220" -.133 157* -0.215 .368™ .037 .028 1
Own. Concen. -.108 -.092 .089 .036 .047 -119 .036 -.218 121 -.005 .029 .136 1
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Panel A: Panel B: Panel C:
Variables Dependent Variable: EM Dependent Variable: EM Dependent Variable: EM
B Coef. T-static. P-value | B Coef. T-static. P-value | B Coef. T-static. P-value
Cons. 3.169 1.900 0.060 3.168 1.800 0.068 4.416 0.349 0.728
MA-Score 0.130 2.023 0.038 0.120 2.008 0.048 0.177 2.099 0.037
Big4 -0.008 -0.325 0.310
LT 0.027 3.135 0.021
CG -0.055 -2.889 0.042
MA-Score*Big4 -0.005 -0.648 0.478
MA-Score*LT 0.018 3.635 0.015
MA-Score*CG -0.112 -3.434 0.010
Firm Size -0.318 -1.843 0.067 -0.318 -1.838 0.068 -0.471 -1.935 0.055
Loss 0.516 2.308 0.022 0.516 2.300 0.023 0.547 2.410 0.017
ROA 0.361 0.358 0.720 0.356 0.347 0.729 0.173 0.163 0.871
Firm Age -0.016 -0.987 0.325 -0.016 -0.979 0.329 -0.015 -0.902 0.368
Industry Dummy Included Included Included
N 192 192 192
VIF (MAX) 1.146 2.972 2.668
R2 20.30% 48.20% 38.60%
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