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The impact of the effectiveness of internal controls
on the earnings management in Egyptian joint stock
companies - an applied study

Abstract

The study aimed to assess the impact of the effectiveness of internal
control on earnings management practices, and the study was conducted on
a sample of 30 companies listed on the Egyptian Stock Exchange and
belonging to the health care, pharmaceutical and real estate sectors. For the
health care, pharmaceutical and real estate sector companies regarding the
dimensions of the effectiveness of internal control and its impact on
earnings management practices. To achieve the objectives of the study and
test its hypotheses, previous studies related to the study variables and the
relationship among them were examined, and an applied study was
conducted. The findings of the study indicated that a positive impact on the
reliability of the financial statements and the effectiveness of operational
processes on earnings management practices. While there is no relationship
between the efficiency of operational processes and earnings management
practices. Moreover, the results of the study indicated that there is a
difference between the health and pharmaceutical sector companies and the
real estate sector companies in terms of a dimensional level of efficiency
and effectiveness of operational processes and the level of earnings
management practices. The results of the study also showed the
insignificance of the impact of the age and profitability of companies and
the size of the audit office as control variables on earnings management
practices, while there is a negative impact of the size of the company as a
control variable on earnings management practices.
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