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Measuring the Impact of Digital Transformation on
the Evaluative Capacity of Financial Reporting
Information in Light of International Auditing
Standards: Evidence from the Practical Reality in
the Egyptian Environment.

Abstract:

Research Objective: The study aimed to measure the impact of
digital transformation in auditing on the evaluative capacity—
reliability& appropriateness—of financial reporting information
considering international auditing standards.

Design and methodology: "To achieve the objectives of the study,
the researchers adopted an applied study approach. This study
was conducted on a sample of 77 non-financial companies
listed on the Egyptian Stock Exchange, including those in the
EGX 100 index, during the period from 2011 to 2021. The
study utilized the content analysis method, in addition to a set
of quantitative statistical methods, such as correlation matrices,
Pearson correlation, and regression models, using STATA 17
software. The researchers also tested the acceptability of the
proposed approach to applying digital transformation
mechanisms in auditing through a survey of opinions. This
survey targeted a sample of 252 individuals, including
experts, professionals, and faculty members in the fields of
accounting and auditing, as well as financial managers and
board members. A variety of statistical methods and tests were
used, including two statistical analysis programs (SPSS), to
analyze the field study data. The researcher relied on
Cronbach's Alpha coefficient to measure the reliability and
validity of the questionnaire and also used Pearson’s
correlation coefficient and regression analysis to measure the
strength and direction of the relationships between study
variables."

Results and recommendations: "The theoretical study reached
several key conclusions, the most important being that the
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integration of digital auditing mechanisms with IT systems
enhances the efficiency and effectiveness of the audit process,
thereby improving the quality of financial reporting and boosting
user confidence. The practical study, on the other hand,
demonstrated a significant and statistically meaningful impact
of digital transformation on auditing, improving the relevance
and reliability of financial statements for companies listed on
the Egyptian Stock Exchange. Furthermore, the study identified
an inverse relationship between digital transformation in
auditing and the timing of financial statement issuance, while a
positive relationship was found between digital transformation
in auditing and the ability to predict future company
performance. Additionally, there is a direct correlation between
digital transformation in auditing and the type of audit opinion
issued. Based on these findings, the researchers recommend
the creation of an enabling environment — a set of guidelines
outlining the requirements, implementation strategies, and the
necessary expertise and skills, supported by professional and
regulatory bodies — to facilitate the adoption of digital
transformation in the accounting and auditing professions.
Furthermore, it is crucial to introduce relevant regulations and
standards that align with technological advancements, ensuring
that both financial report preparers and auditors are equipped
with the skills and knowledge to keep pace with modern
technological trends.."

Keywords: Industrial revolution, digital transformation, digital
auditing, Evaluative Capacity ,financial reporting, relevance and
reliability, audit
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Size® -0.0008* -0.0014**

Lev -0.003 -0.010
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Tang 0.003 0.006

OCF 0.0008* 0.001
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Goodness-of-fit test after logistic model
Variable: AO
Number of observations = 785
Number of covariate patterns = 785
Pearson chi2(760) = 816.71
Prob > chi2 =0.0754

Classification Olegeryed

1
1 586
Classific_atio Predicted 94.82%
n matric 0 32
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Overall, correctly
classified 81.27%
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Area under
ROC curve

Sensitivity
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T T
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1 - specificity
Area under ROC curve = 0.8112
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t- p- [95%
value | value Conf
DT_Audit 10.531 5.402 0 28.779
Size .868 .075 .099 . 1.027
ROA 6.332 10.009 .243 . 140.294
Lev 214 127 .01 . .687
Tang .133 .087 .002 . 481
OCF 716 122 .05 . 1
Div 445 1.069 .736 . 49,289
Ln_Age 627 157 .062 . 1.024
NDTS .1355565 | 8177533.4 .019 1.849%e+11
Year Fixed
Effect
Sector
Fixed Included
Effect
Constant

AO Coef. St.Err. Interval] Sig

Included

Mean dependent
var
Pseudo r-squared 0.219 Number of obs 785
Chi-square 121.784 Prob > chi2 0.000
Akaike crit. (AIC) 684.826 Bayesian crit. (BIC) 801.468
*** p<.01, ** p<.05, * p<.1

0.787 SD dependent var 0.410
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