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The effect of ownership structure and capital structure on earnings
management - an applied Study on firms listed on the Egyptian
stock exchange.

The purpose of this paper is to develop a new model for the effect of ownership structure and
capital structure on earnings management. The sample used in the current study consists of 630
observations of firms listed on the Egyptian Stock exchange through the period from 2012 to
2018. The paper concludes that the new model is useful in explaining the effect of ownership
structure and capital structure on earnings management. It finds that managerial ownership has a
significant positive effect on earnings management. Institutional ownership has a significant
positive effect on earnings management. Forgien ownership has a significant positive effect on
earnings management. State ownership has a significant negative effect on earnings
management. Firm size has a significant negative effect on earnings management. Return on
assets has a significant negative effect on earnings management. To the best of my knowledge,
there are no Egyptian studies to date examining the effect of ownership structure and capital
structure on earnings management. Consequently, this paper contributes to the limited literature
by suggesting a new model for the effect of of ownership structure and capital structure on
earnings management.

Keywords: Ownership Structure; Capital Structure; Earnings Management.
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One-Sample Kolmogorov-Smirnov Test

EM Largest |MGT | Inst Foreign | State | CS Size | PROF

N 630 630 630 630 630 630 630 (630 |630
Normal Parameters®® Mean 419478 |38.9 17.08 |(4.02 12.92 7.4 301 |8.37 |.065

Std. Deviation | .216 24.9 25.33 |12.39 (23.22 19.9 |[.260 |1.53 (.094
Most Extreme Differences Absolute .146 104 .258 .468 .357 435 124 1125 |.104

Positive .146 .104 .258 .468 .357 .435 114 |.113 | .061

Negative -131 -.083 -.250 |-.373 [-.289 -355 |-.124 [-.125 |-.104
Kolmogorov-Smirnov Z 3.67 2.606 6.47 (11.7 |8.95 10.9 3.11 |3.12 |2.60
Asymp. Sig. (2-tailed) .000 .000 .000 |.000 (.000 .000 (.000 |.000 |.000

a. Test distribution is Normal.

b. Calculated from data.

Al el dhaagl) s Ly (3) ) 3ala

Statistics
EM |Largest | MGT |Inst Foreign [State |CS | Size |PROF
N Valid 630 |630 630 630 630 630 630 |630 |[630
Missing | 0 0 0 0 0 0 0 0 0
Mean 419 |38 17.08 |4.020 |12.9 74 .301 (8.3 |.065
Median .344 |33 218 |0 0 0 .276 (8.4 |.056
Std. Deviation 216 |24.9 253 (123 |[23.2 199 (.26 |1.5 |.094
Minimum A77 | 2.32 0 0 0 0 0 45 |-.626
Maximum .998 |99.6 87.7 |67.5 |93.9 89 1.28 [17.5 |.4906

IS ol il S0 i (1) G Gsala

Model Summary

Model R R Square | Adjusted R Square Std. Error of the Estimate

1 .564° .318 .315 1790172
a. Predictors: (Constant), PROF , Largest , Size
ANOVA®
Model Sum of Squares df Mean Square F Sig.
1 Regression 9.353 3 3.118 97.286 .000%
Residual 20.062 626 .032
Total 29.415 629

a. Predictors: (Constant), PROF , Largest , Size
b. Dependent Variable: EM
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Coefficients®

Model Standardized
Unstandardized Coefficients Coefficients
B Std. Error Beta t Sig.
1 (Constant) 1.072 .041 26.306 .000
Largest .000 .000 .012 372 .710
Size -.077- .005 -.546- -16.452- .000
PROF -.218- .076 -.096- -2.880- .004
a. Dependent Variable: EM
A ol Gl ) il (9) o (3ala
Model Summary
Model R R Square | Adjusted R Square Std. Error of the Estimate
1 .972° .945 .945 .0508995
a. Predictors: (Constant), PROF , MGT , Size
ANOVA®
Model Sum of Squares df Mean Square F Sig.
1 Regression 27.793 3 9.264 3575.902 .000?
Residual 1.622 626 .003
Total 29.415 629
a. Predictors: (Constant), PROF , MGT , Size
b. Dependent Variable: EM
Coefficients®
Model Standardized
Unstandardized Coefficients Coefficients
B Std. Error Beta t Sig.
1 (Constant) 214 .015 14.112 .000
MGT .009 .000 .999 84.375 .000
Size .008 .002 .059 4.970 .000
PROF -.144- .022 -.063- -6.703- .000

a. Dependent Variable: EM
Gall) L“,.cﬂ\ ol JLdal C_'L’u (‘k) ‘ABJ dgala

Model Summary

Model

R

R Square

Adjusted R Square

Std. Error of the Estimate

1

.750°

.562

.560

.1434468

a. Predictors: (Constant), PROF , Inst , Size

123




ANOVAP

Model Sum of Squares df Mean Square F Sig.
1 Regression 16.534 3 5.511 267.832 .000?
Residual 12.881 626 .021
Total 29.415 629
a. Predictors: (Constant), PROF , Inst , Size
b. Dependent Variable: EM
Coefficients®
Model Standardized
Unstandardized Coefficients Coefficients
B Std. Error Beta t Sig.
1 (Constant) 655 .039 16.864 .000
Inst .010 .001 .590 18.686 .000
Size -.031- .004 -.224- -7.063- .000
PROF -.206- .061 -.090- -3.395- .001
a. Dependent Variable: EM
&b Sl Gl HLad) milid (V) a8 3ale
Model Summary
Model R R Square | Adjusted R Square Std. Error of the Estimate
1 .929° .863 .862 .0803601
a. Predictors: (Constant), PROF , Foreign , Size
ANOVA®
Model Sum of Squares df Mean Square F Sig.
1 Regression 25.372 3 8.457 1309.651 .000?
Residual 4.043 626 .006
Total 29.415 629
a. Predictors: (Constant), PROF , Foreign , Size
b. Dependent Variable: EM
Coefficients®
Model Standardized
Unstandardized Coefficients Coefficients
B Std. Error Beta t Sig.
1 (Constant) .298 .024 12.609 .000
Foreign .009 .000 .930 49.812 .000
Size .003 .003 .019 .994 .320
PROF -.185- .034 -.081- -5.446- .000

a. Dependent Variable: EM

¢o




Model Summary

Model R R Square | Adjusted R Square Std. Error of the Estimate
1 .792° .627 .625 .1324653
a. Predictors: (Constant), PROF , State , Size
ANOVA®

Model Sum of Squares df Mean Square F Sig.
1 Regression 18.430 3 6.143 350.112 .000?

Residual 10.984 626 .018

Total 29.415 629
a. Predictors: (Constant), PROF , State , Size
b. Dependent Variable: EM

Coefficients®
Model Standardized
Unstandardized Coefficients Coefficients
B Std. Error Beta t Sig.

1 (Constant) .538 .038 14.333 .000

State -.007- .000 -.690- -22.750- .000

Size -.019- .004 -.137- -4.497- .000

PROF -.204- .056 -.090- -3.646- .000
a. Dependent Variable: EM

S i) Gl LR il (3) o gale
Model Summary
Model R R Square | Adjusted R Square Std. Error of the Estimate
1 .705° 497 .495 .1536990
a. Predictors: (Constant), PROF , Size, CS
ANOVA®

Model Sum of Squares df Mean Square F Sig.
1 Regression 14.627 3 4.876 206.385 .000%

Residual 14.788 626 .024

Total 29.415 629

a. Predictors: (Constant), PROF , Size, CS
b. Dependent Variable: EM

Coefficients?

S




Model

Unstandardized Coefficients

Standardized

Coefficients

B Std. Error Beta t Sig.
1 (Constant) 1.071 .034 31.593 .000
CS 373 .025 .450 14.947 .000
Size -.092- .004 -.653- -22.219- .000
PROF .059 .068 .026 .870 .385
a. Dependent Variable: EM
ALyl 453 (B AN gdl) () JLAAD il (V4) o) (dale
Model Summary
Model R R Square | Adjusted R Square Std. Error of the Estimate
1 .986° .973 .972 .0359599
a. Predictors: (Constant), PROF , Largest , Inst, CS, Size, MGT , State , Foreign
ANOVA®
Model Sum of Squares df Mean Square F Sig.
1 Regression 28.612 8 3.576 2765.781 .000?
Residual .803 621 .001
Total 29.415 629
a. Predictors: (Constant), PROF , Largest , Inst, CS, Size, MGT , State , Foreign
b. Dependent Variable: EM
Coefficients®
Model Standardized
Unstandardized Coefficients Coefficients
B Std. Error Beta t Sig.
1 (Constant) .269 .012 23.299 .000
Largest 5.411E-6 .000 .001 .094 .925
MGT .014 .000 1.620 41.152 .000
Inst .005 .001 .263 9.146 .000
Foreign .005 .000 .584 13.495 .000
State -.004- .000 -.375- -11.383- .000
CS .080 .007 .096 12.224 .000
Size -.003- .001 -.021- -2.157- .031
PROF -.062- .016 -.027- -3.910- .000

a. Dependent Variable: EM
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