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Abstract:

This study investigates the impact of joint audits on accounting
conservatism among non-financial firms listed on the Egyptian Stock
Exchange. Using balanced panel data from 93 companies over the 2015—
2021 period (651 firm-year observations), the research applies the Khan
and Watts (2009) model to measure conservatism. Employing dynamic
panel data and fixed effects models, the study finds no statistically or
practically significant effect of joint audits on firms’ accounting
conservatism, even after adjusting for dynamic biases. This outcome
supports the hypothesis that joint audits, as currently implemented in
Egypt, lack the regulatory strength and auditor coordination necessary to
influence conservative financial reporting.

The findings suggest that joint audits are largely formalistic, with limited
integration between auditors and insufficient regulatory oversight, thereby
failing to shape firms’ accounting policies meaningfully. In contrast, prior-
period conservatism shows a strong, positive influence on current
conservatism levels, indicating that conservative reporting is a persistent
behavior. This continuity may stem from managerial preferences, internal
accounting culture, or established control systems aimed at ensuring
financial reliability and minimizing earnings volatility.

Cohen’s effect size analysis further confirms the lack of practical impact
from joint audits, prompting a call for deeper research into the institutional
and regulatory barriers that hinder their effectiveness. Future studies should
explore auditor relationships, coordination mechanisms, corporate
governance, and regulatory frameworks to better understand how joint
audits might be restructured to enhance accounting conservatism.
Keywords: joint audit, accounting conservatism.



1. Introduction

The audit aims to give confidence in the financial reports to the users of
the financial statements. The audit derives its importance from its primary
goal, which is improving the quality and content of information for
decision-making purposes (Brown et al.2021). This is done through the
auditor reviewing the financial statements, and therefore the reviewed
information is used in making decisions as accurate and not misleading
information (Van, 2023).

Despite this, there are many challenges facing the quality of the audit
and the integrity and independence of the external auditor (Gaddis, 2018)
which results in many crises and damage to the stakeholders of the
company, so they won't trust in the financial statements (Marnet, 2022).

This resulted in an increase in professional and academic demands for
applying control and activating the role of governance mechanisms to
ensure the restoration of confidence and balance in the quality of published
financial reports by improving the quality of the audit process (Jasim,
2022).

The increase in economic collapses and bankruptcies of major
companies in a number of East Asian countries and American companies
negatively affected the confidence of traders in the money market (Chen,
2021) as well as the stakeholders’ loss of confidence in the statements
provided by auditing institutions, especially after the scandal of (Arthur
Anderson) To review its role in publishing misleading financial reports that
contain professional violations (Van, 2023).

Accordingly, many questions were raised about the usefulness of
external auditing and the extent of its impact on the integrity and reliability



of financial reports and the importance of relying on conservative
accounting policies in preparing financial reports (Appelbaum et al. 2018).

where accounting conservatism is considered one of the basic
principles on which accounting theory is based under the name of caution,
which has a fundamental impact on the measurement and accounting
disclosure functions to ensure appropriate dealing with all risks and
uncertainties associated with the company's practice of economic activity,
and this was reflected in the increase in accounting studies, especially in
light of the increasing demand of stakeholders to follow more conservative
accounting policies (Zadeh et al. 2022).

Accounting conservatism is one of the most important accounting
methods that occupies a significant place in the process of preparing
financial statements because of its significant impact on determining
business results and the financial position of companies (Anagnostopoulou
et al. 2021) as well as its clear impact on improving the value of cash
retained and fortification one of the practices of the controlling
shareholders and limiting the deterioration of the cash value when the
company suffers from agency problems during the crisis period (Glover,
2022).

To strengthen confidence and credibility in the financial statements and
in the external audit report, some professional bodies have taken some
preventive measures to prevent the recurrence of the crisis by issuing some
legislation to control and monitor the performance of auditors (Balios et al.
2020) such as imposing greater oversight and activating corporate

governance mechanisms, improving audit quality, applying the auditor’s



industrial specialization, using the audit method Joint, peer review,
strengthening the independence of auditor’s (Chintapalli and Pun , 2022).

The European Committee has proposed many procedures and
mechanisms to restore confidence in the published financial statements and
in the independence of the external auditor. The most important of these
procedures and mechanisms are audit committees, the joint audit approach,
rotating the external auditor, placing restrictions on services other than
auditing provided by the auditor (Martinus et al. 2022).

The European Commission proposed mandatory joint auditing as one
solution to give confidence in the auditor's report and support the oversight
of auditing firms in the European Union (Zhou, 2022). The responses of the
professional bodies towards this proposal varied, as some responses
indicated a concern related to the increase in the cost of the audit and the
occurrence of conflicts between the auditors participating in the audit or the
occurrence of the phenomenon of market concentration (Reid et al. 2019).

On the other hand, some professional organizations were keen to
support the joint audit to increase the quality of the professional
performance of the auditor (Okereke, 2022). Among the forms of support is
the issuance by the International Federation of Auditors of International
Auditing Standard No. (600) regarding the use of an external auditor. The
standard provides guidance to auditors when applying joint auditing
(Kajola et al. 2022).

Due to the interest of investors and researcher with the joint audit and
accounting conservatism such practices lead to improving the company's
economic performance (Mnif and Salman, 2022). Therefore, the researcher

studies the relationship between joint audit and accounting conservatism.



Accordingly, in order to contribute to existing literature, this study is
trying to shed light on the joint audit and accounting conservatism by
understanding the effect of joint audit on accounting conservatism. The
research has many effects on stakeholders and practitioners.

As such, the relationship between joint audit and accounting
conservatism remains a fertile ground for further empirical investigation.

In light of this, the researcher studies the effect of joint audit on
accounting conservatism and the main dimensions of audit quality in order
to fill the research gap of previous studies and thus the problem of the
research can be formulated in the following main question:

“What is the effect of joint audit on accounting conservatism?”
2. Research purpose

The general objective of this research is to determine the effect of joint

audit on accounting conservatism.
3. Research importance

The research derives its importance from the point of view of its
handling of the issue of the effect of joint audit on accounting
conservatism, which needs more depth and research. The scientific
importance of the research can be clarified through the following points:

1. This research represents an extension of previous studies, and the
research contributes to exposure to a new field of research that needs
more addition, especially in Arabic studies.

2. The importance of the research lies in the relative scarcity of
research and studies that linked the joint audit on accounting

conservatism.



3. The research also derives its importance from its research of one of
the most controversial topics of accounting thought in relation to
joint audit.

The research also derives its practical importance through the following
points:

1. The research sheds light on the importance of using joint audit in
accounting conservatism.

2. Concentrate in the importance of accounting conservatism as one
of the requirements of the Egyptian business environment.

4.Literature review and hypothesis development

Ghali (2018) main objective was to measure the impact of the joint
audit approach on the relationship between the level of accounting
conservatism and the value of the firm listed in the Egyptian index (EGX
100). published for a sample of companies included in the (EGX 100)
index, consisting of (42) companies belonging to different sectors, which
includes actual data for a cross section over a time series (time series)
extending to eight years during the period (2010-2017) with a total of (336)
views, to test (3) research assignments that reflect the interactive impact of
the joint review approach on the level of accounting conservatism and the
value of the company.

By building (3) models, the first to measure the impact of the joint
review approach on the level of accounting conservatism,The second is to
measure the effect of the level of accounting conservatism on the value of
the company, and the third is to measure the impact of the joint audit
approach on the model of the relationship between the level of accounting

conservatism and the value of the company.



The results of the applied study indicated that there is a positive and
significant correlation between the joint audit approach and the level of
accounting conservatism on the MTB scale, which indicates that an
increase in the level of accounting conservatism is associated with
activating the joint audit approach. The study also concluded that there is a
positive and significant correlation between the level of accounting
conservatism and the value of the company according to Tobln's Q scale.
The study also found a positive and significant effect of the joint review
approach on the model of the relationship between the level of accounting
conservatism and the value of the company. Based on the previous results.

Lobo (2018) used a sample of firms from France, where the law
requires use of two auditors, and examine the effect of auditor pair
composition on overall measures of unconditional and conditional
accounting conservatism, as well as on a specific measure of conditional
accounting conservatism, i.e., impairment loss. Lobo used game theory to
demonstrate that pairs of Big 4 auditors facing similar incentives are likely
to have lower auditor independence, leading to lower accounting
conservatism. Conversely, pairs of a Big 4 and a small auditor increase Big
4 auditors’ incentives to be conservative.

Lobo document that Big 4-Small auditor pairs are more
unconditionally and conditionally conservative using market-to-book ratio
and Basu’s (1997) measure of accounting conservatism, are more likely to
book impairments when operating performance is low and make more
transparent impairment-related disclosures. The study results inform
regulators who are considering requiring joint audit to improve audit

quality.
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Hafiz (2020) study uses Data of 50 companies listed on the Egypt
Stock Exchange for the period from 2013-2018. The study has tested the
impact of auditing quality characteristics (company size, audit firm size,
the specialty in client's industry -audit committee — leverage) on the
choosing of the accounting conservatism practices. It has also tested the
impact of these characteristics on applying joint audit in the chosen
companies, finally it has tested the impact of joint audit on accounting
conservatism. Using stepwise regression to test the first and second
hypothesis, and the simple linear regression to test the third hypothesis.The
study found the significant impact of some auditing quality characteristics
as (audit size, company size and the specialty in client's industry) on the
choosing accounting conservatism practices. It found the significant impact
of some auditing quality characteristics such as (audit committee, company
size and audit firm size) on applying joint audit. Finally, it found the
significant impact of Joint audit on choosing accounting conservatism.

Khalil (2020) study aimed to identify the application of joint audits to
the accounting conservatism as well as the impact of joint audits on the
accounting conservatism from the point of view of Jordanian auditors. The
study sample consists of 155 observations for many firms listed in the
Jordan stock exchange covered in period 2015-2019.

The study focused on investigating the impact of joint audits of the
procedures of understanding management and the board of directors, as
well as examining the relationship with the relevant parties, the company
and financial industry, financial results and operational characteristics to
identify the impact of joint audits on accounting conservatism through
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these procedures. Results indicate that there is no statistically significant
impact of joint audits on accounting conservatism at the level of (5%).

Adewumi (2021) study assessed the practice of joint audits on
accounting conservatism quality among firms to determine its effect in
ameliorating the problems of firms that have been traced to be created by
the quality of accounting conservatism. Secondary data collected from the
Annual Reports of 50 listed non-financial firms purposively selected was
used for the study. Analysis of the data collected was done using the
descriptive method by presenting them on tables and percentages the period
covered by this study were from 2008 to 2018, a period of 11 years.

The study concluded that the practice of Joint Audit is alien as 6 out of
the 50 firms selected engaged in the services of joint auditors within the
period. This means that a joint audit is not practicable within the period
reviewed. The researcher recommends several recommendations, the most
important of which are: It can provide an additional explanation about the
effect of activating the joint auditing approach on conservative accounting
practices, and the need to introduce an Egyptian or international standard
for joint auditing applications in companies listed on the Egyptian Stock
Exchange, given its impact on the level of accounting conservatism and the
future value of the company.

The researcher found that studies agreed that joint audit can achieve
credibility of financial reporting and increase its quality in two ways. First,
joint audit leads to safe rotation by retaining the one who has more
knowledge and understanding about the client firm. This safe rotation
guarantees more independence and competence. Second, joint audits

overcome the economic threat of auditor independence by splitting audit
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fees and consulting fees between the two auditors, which means that the
two auditors will be stronger in the face of management pressure and will
do their best to control management and report their opinions fairly.

Another bulk of literature refuses the idea that joint audit can increase
the quality of financial reporting for two main reasons. First, joint audit
causes the free-rider problem which occurs when one of the auditors fully
depend on the other during the audit activity. Second, competitive
environment among auditors may impede the cooperation atmosphere
between the joint audit parties which prevents information exchange
between them.

In brief, the relationship between joint audit pairs and the financial
reporting quality measured by abnormal accruals has become more
controversial among academics, whereas some of them conclude that joint
audit could increase the financial reporting quality Ali, (2019). But on the
other side, some academics suggest that there is no relationship between
joint audits and the financial reporting quality Akinkoye (2021) and
Khersiat(2020). The controversy among academics about the impact of
joint audit on the quality of financial reporting has led to more research in
this field.

So, we can conclude the research main hypothesis as follow:

“There is no impact to joint audit on accounting conservatism
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5.Research Methodology
5.1 Overview

Research methodology is an important element in any scientific study.
It is a combination of basic concepts in a systematic and organized manner
to study the solution of a specific problem facing the business or economic
environment, which requires solutions (Raza, 2021). To be more specific,
Mouton & Marais (1988) argued that "the research methodology, in all its
breadth and complexity, includes the different techniques and methods
used, the rationale behind the use of such methods, the limitations imposed
on the use of each, the role of the chosen techniques and methods in
examining hypotheses, and the impact of methodological preference on the
type of data analysis and subsequent interpretations of the results".

In the same context, Huang, et al., (2014) believes that research
methodology helps answer two important questions related to research,
which are: (1) What are the methodologies and methods that will be used in
the research? (2) What are the justifications for the methodologies and
methods? To this end, this section discusses the main methodological
issues in the study, such as research design, study model, the variables, the
study population and sample, the data collection methods, and the
analytical techniques. It also provides a detailed explanation and
justification for the proposed methods for conducting the study, and the
selection of specific analytical methods.

5.2 Statistical methods used to test hypotheses

Statistics is the science of collecting, analyzing, presenting and
interpreting data, and it has two main branches, descriptive statistics and
inferential statistics. Which are equally important. In this section, the
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different statistical methods will be discussed to answer the study
questions. The statistical methods are as follows:
(1) Descriptive Statistics

Descriptive statistics is the simplest form of statistics and is derived
from the basics of mathematics: it is a tool to help researchers organize and
summarize the inevitable variation in groups of observations or actual
scores (Witte & Witte, 2017), by converting them into a set of simple
statistics and graphs that can be read and analyzed, which enables
meaningful conclusions to be drawn about the topics of analysis, in
addition to the possibility of making inferential statistical comparisons and
conducting research (Kaur, et al., 2018). In such cases, descriptive statistics
become crucial.

Descriptive statistics (Mishra, et al., 2019) are defined as the type of

information provided in just a few words to describe the basic features of
the data in the study, where it is used to summarize a set of observations, to
convey as much information as possible in the simplest way possible.
Descriptive statistics contain many measures, which are divided between; 1)
measures of central tendency (mean, median, mode, and mode), ii)
measures of dispersion (range, standard deviation, and variance), iii) formal
measures (frequency histogram, histogram, skewness coefficient, kurtosis
coefficient, and normal distribution curve) (Kaur, et al., 2018).
Thus, although descriptive statistics are a simple means of summarizing
data, they are fundamental and meaningful in statistical analysis and can be
used as a building block upon which further analysis can be based (Dong,
2023).
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(2) Pearson Correlation Coefficient

The correlation coefficient (denoted as r) is a statistical measure that
determines the direction and strength of linear relationships between two
continuous variables. It allows for a preliminary assessment of the
hypothesized relationships among the study variables and helps identify
whether the model is likely to suffer from multicollinearity. Moreover, it
provides an indication of the magnitude of effect between variables
(Kremelberg, 2011). The value of r for any pair of variables will always lie
between:

-1<r<1

Where,

o A correlation coefficient of 0 means that there is no relationship,
whether positive or negative, between these two variables.

o A correlation coefficient of +1 or -1 means that there is a direct or
inverse perfect/perfect correlation between these two variables. We
will probably never see a correlation between two variables that are
equal to +1 or -1 in social sciences, because although the variables
may be very closely related, the chance of error or random variation
Is greater than for there to be a perfect correlation.

o The closer the correlation coefficient is to +1 or -1, the stronger
the correlation. In general, a positive correlation means that as one
variable increases, the other will increase, and vice versa. A negative
correlation means that if one variable increases, the other will

decrease, and vice versa.
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There are many guidelines for determining the degree of strength of the
correlation between variables, one of which is what (Goller, et al., 2020)

suggests in the following table (3-6):

Table (3-6): Interpretation of correlation coefficients
according to Goller, et al. (2020) guidelines

Pearson correlation coefficient (r) | Correlation strength
0.10 <£r <0.29 Poor correlation
0.30 <r <049 Intermediate correlation
0.50 <r <1.00 Strong correlation

Since the correlation represents the effect size, we can describe the strength
of the correlation verbally using the index suggested by Bartelt & Evans
(1996) for the absolute value of r as in Table (3-7):

Table (3-7): Interpretation of correlation coefficients
according to Bartelt & Evans (1996) guidelines

Pearson correlation coefficient (r) Correlation strength
0.00 <r<0.19 Very weak correlation
0.20 <r<0.39 Weak correlation
0.40 <r<0.59 Intermediate correlation
0.60 <r<0.79 Strong correlation
0.80 <r<1.00 Very strong correlation

(3) Dynamic Panel Data Model

In the current context, endogeneity is likely to arise between joint
auditing and accounting conservatism. In other words, obtaining an
unbiased estimate of the partial effect of joint auditing on the level of
accounting conservatism is difficult, as the relationship between the two is
expected to be simultaneous and possibly subject to reverse causality. To
address this issue, the study employs appropriate instrumental variables
(IVs) and uses the Generalized Method of Moments (GMM) technique
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under either fixed effects or random effects specifications. While GMM
effectively addresses the endogeneity problem, fixed or random effects
specifications account for economic heterogeneity across firms.

The selection of valid instruments is critical. In practice, instruments
must be correlated with the endogenous variable (joint auditing), while
being uncorrelated with the error term and exerting no direct effect on the
dependent variable (accounting conservatism). To avoid selecting
potentially invalid external instruments, the study relies on the Dynamic
Panel Data (DPD) technique, extended to the System GMM framework, as
developed by Arellano and Bond (AB). This approach incorporates a
lagged dependent variable as a regressor, enabling the estimation of a
partially adjusted dynamic model, as illustrated in the following equation:

YVie = @Y1 + BXye +u; + & 4)
The key idea behind this model in addressing individual effects is by
eliminating them through first differencing the equation. Accordingly, the
first-differenced equation, which is equivalent to Equation (3), is
formulated as follows:

Ay = aly;_q + BAx; + Aey, 5)

In this context, the composite error term constructed in Equation (4)
exhibits autocorrelation and is closely associated with the lagged dependent
variable. Specifically, the first component now represents a first order
moving average process MA(1), which includes y;,_, and ¢;,_,, thereby
violating the strict exogeneity assumption. This introduces endogeneity,
which is addressed by employing internal instrumental variables, i.e.,
instruments derived from the lagged values of the endogenous variables.

These lagged instruments are likely to be correlated with wu; - the
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unobserved individual effects - which are removed through first-difference,
thus eliminating the bias caused by omitted variables.

Accordingly, the Arellano & Bond (AB) estimator is particularly
suitable for the following conditions (Baum & Christopher, 2006): i) Short
time dimension (T) and large cross-sectional units (N). ii) A linear
functional relationship. iii) A dynamic dependent variable, relying on past
realizations. iv) Explanatory variables that are not strictly exogenous, i.e.,
they may be correlated with past and possibly present realizations of the
error term. v) Fixed individual effects, implying the presence of
unobserved heterogeneity. vi) Heteroskedasticity and autocorrelation
within individual units, but no cross-sectional correlation between units.

(4) Fixed Effects Model (FEM)

As a preliminary assessment of the impact of joint auditing on
accounting conservatism, the study initially estimates the model using the
Fixed Effects Model (FEM) before proceeding with the more advanced
Dynamic Panel Data (DPD) technique. This two-step strategy serves a dual
purpose: First, FEM provides an initial evaluation of the relationship
between joint auditing and the level of accounting conservatism. Second, it
allows for the validation of the internal instruments later employed in the
DPD estimation, ensuring that their influence is not directly exerted on
accounting conservatism, but rather conditioned by the joint audit status of

each firm.

The Fixed Effects approach can be viewed as a standard Ordinary Least
Squares (OLS) model augmented by the inclusion of firm-specific dummy

variables, thereby controlling for unobserved heterogeneity across firms.
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This is operationalized by introducing a dummy variable for each firm, as

represented in the following equation:

Yie = Boi + Bxye + uy (6)
It is observed here that the subscript i is placed on the constant term,
allowing it to vary across firms. These differences may arise from firm-
specific characteristics such as company size, market experience, or other
unique features. As a result, the analysis considers individual heterogeneity
across firms. However, it is still assumed that the slope coefficients remain
constant across all firms. Hence, the term "fixed effects" refers to the fact
that, although the intercepts differ across observations, the slope
coefficients are fixed for all firms (Gujarati, 2003).

(5) Effect Size for Assessing Practical Significance

Effect size provides a quantitative measure of the magnitude of
differences between groups or the strength of associations between
variables. It serves as a complement to statistical significance testing by
offering insight into the practical significance of the results—i.e., whether
the relationship has a small, medium, or large impact in the real-world
accounting environment of the study sample. There are many types of
effect size measures suited for various statistical tests, which generally fall
into two families: i) measures of mean differences, and ii) measures of
association or correlation. Reporting effect sizes has become a preferred
practice in quantitative research across disciplines for several reasons:

1. Statistical significance alone is not sufficient. A p-value only indicates
whether an observed relationship is unlikely to have occurred by
chance (i.e., rejecting the null hypothesis), but it does not indicate the

magnitude or practical relevance of that relationship. For instance, a
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result may be statistically significant at p < 0.05, yet the effect size
could be negligible rendering the result practically irrelevant for
theory or decision-making.

2. Unlike p-values, effect sizes allow for quantitative comparison across
studies conducted in different settings, facilitating meta-analyses and
promoting cumulative scientific knowledge.

3. Effect sizes also assist in conducting power analyses to determine the

appropriate sample size for future research.

Therefore, effect size provides critical additional information for making
informed inferential decisions, contributing to the broader discussion on the
limitations of Null Hypothesis Significance Testing (NHST). For this
reason, the American Psychological Association (APA) has recommended,
in its Publication Manual (5th edition, 2002)—Section 1.01 "Design and
Reporting of Research”—that all statistical reports include effect size

measures.

Table (3-8) presents the interpretation of different effect size indices based
on guidelines from Cohen (1988) and Hattie (2009).

Table (3-8): Interpretation for different effect sizes

Effect Size Interpretation
Cohen's d r 7 Cohen (1988) Hattie (2009)
<0 <0 Adverse Effect

0.0 0.00 0.000 Developmental

0.1 0.05 0.003 No Effect affacts
0.2 0.10 0.010
03 0.15 0.022 Small Effect Teacher effects
0.4 0.20 0.039
o o2 0.080 Intermediate
0.6 0.29 0.083
Effect i
0.7 0.33 0.110 ec Zone of desired
effects
0.8 0.37 0.140
0.9 0.41 0.168 Large Effect
>1.0 0.45 0.200

“Cohen (1988) reports the following intervals for r: 0.1 to 0.3: small effect; 0.3 to

21



6.Hypothesis Testing
6.1 Overview

This chapter addresses the process of analyzing the quantitative data
collected from the financial statements, with the aim of achieving the
study’s objectives, testing its hypotheses, and answering its research
questions. Through this process, the researcher will be able to propose a set
of recommendations related to the study. Accordingly, this chapter presents
the detailed results of the study, including the descriptive analysis — which
involves presenting basic descriptive statistics for the study variables and
analyzing their inter-correlations. The chapter then progresses to inferential
statistics by conducting a regression analysis of the study’s model to test
the validity of its hypothesis. The statistical analyses were performed using
the E-Views 13 statistical package and the Gretl 2025 statistical package.

6.2 Descriptive Analysis

Descriptive analysis is one of the statistical methods that serves as the
foundation for all quantitative data analyses. It contributes to understanding
and describing the key characteristics and features of a specific dataset. In
this context, the descriptive analysis includes basic descriptive statistics for

the study variables, as well as an examination of their correlations.
First: Statistical description of the data

Table (3-9) summarizes the relevant descriptive statistics, such as the
mean and median as measures of central tendency, the standard deviation

as a measure of dispersion, and the minimum and maximum values.
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Additionally, the Jarque—Bera test is presented to assess the normality

of the data distribution.

Table (3-9): Descriptive summary statistics, 2015-2021 (93 firms)

Obs. Mean Median  Std. Min Max  Normality test
Dev.
Dependent Variables:
Accounting Conservatism 639 2.7317 4.8593 18.536 - 10.210  [1374324]
(ACONS,) 314.62
Independent Variable:
Joint Audit (Jaudit,) 639 0.1581 0 03651 0 1 [435.358]"
Control Variables:
Firm Size (FSIZE,) 639 20.714 20.574 1.5656 17.539 25.475 [20.8710]
Financial Leverage (LEV,) 639 0.6333 0.4494 2.1946 0.0050 5.3680 [1788958] "
Revenue growth (REV,;) 639 1.3400 0.0797 10.492 - 13452  [328548.7]
0.9957
Free Cash Flow (FCF) 639 0.0932 0.0387 0.7905 - 17.074  [3436124]
1.4536
Loss of profits (LOSS,) 639 0.2144 0 0.4107 0 1 [206.411]

Note: - ***indicate significance at 1%.

The previous brief statistical summary of all the included variables

shows the following.

1) General characteristics (normality of the data distribution):

The statistical description shows that the minimum and maximum

values for all study variables exhibit a very wide range, which is reflected

in the notably high standard deviation values. This significant variability

can be attributed to the natural differences among companies in terms of

size, capital structure, market experience, operating conditions, and other

structural and organizational factors. The results of the normality test

support this conclusion, as they show clear statistical significance at strong

confidence levels.

This requires the rejection of the null hypothesis (which assumes that

the data follows a normal distribution) and acceptance of the alternative
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hypothesis that the studied variables do not follow normal distribution. This
means that the actual values of these variables vary greatly and are not
concentrated around the meaning. Considering the data’s inconsistency
with the normal distribution, relying on the mean as a measure of central
tendency becomes inappropriate, given its high sensitivity to extreme and
outlier values. Therefore, the descriptive analysis will focus on the median
as a more suitable measure for representing the center of distribution under
such variability.

2) Dependent variable (accounting conservatism):

The results indicate considerable variation in the level of conservatism
among the companies under study. The mean value reached about 2.73,
suggesting a general tendency among Egyptian companies to adopt
conservative practices in preparing their financial statements. However, the
gap between the median (4.86) and the mean reflects a skewed distribution
- specifically, a negative skew - meaning that there are extremely low
outlier cases that have pulled the mean downward. This is further
confirmed by the high standard deviation (18.54), which indicates
significant dispersion in accounting conservatism data and implies that
companies’ conservatism behavior is not homogeneous. It is also noted that
the minimum value reached —314.62, an extremely low figure that may
reflect aggressive revenue recognition practices or a lack of application of
conservatism policies.

In contrast, the maximum value was 10.21, representing the upper limit
of conservatism practices within the sample. These disparate values
highlight fundamental differences in the application of the conservatism

principle, which could be linked to differences in audit characteristics -
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such as the presence or absence of joint audits - or variations in governance
quality and internal control from one company to another. Accordingly,
this variation in accounting conservatism provides a logical basis for
examining the role of joint audits in regulating and harmonizing these
practices towards a more consistent level of accounting prudence.

3) Independent Variable (Joint Audit):

The mean value of this variable is approximately 0.158, indicating that
only about 15.8% of the observations represent firms that underwent a joint
audit, while the vast majority (84.2%) did not adopt this auditing approach.
The median is zero, which is consistent with this imbalanced distribution,
as most firms did not implement joint audits. This is further confirmed by
the low standard deviation (0.365), reflecting limited variability due to the
binary nature of this variable.

These results highlight that joint auditing remains a relatively rare
practice in the Egyptian context, making its examination particularly
relevant for understanding its potential impact on accounting conservatism.
The scarcity of its application may be an indicator of weaker institutional
or regulatory incentives for its adoption, or it may be due to concerns about
procedural complexity and higher associated costs. Nonetheless, exploring
the relationship between this variable and the level of accounting
conservatism can shed light on whether joint audits serve as an effective
mechanism for enhancing the quality of financial information and
promoting greater prudence in financial reporting.

4) Control Variables:
The results indicate that firms in the sample range from moderately to

relatively large in size, with an average size of approximately 20.71 and a
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relatively low standard deviation (1.56), suggesting a degree of
homogeneity in this variable. From an accounting perspective, larger firms
are generally more inclined to adopt conservative practices due to higher
scrutiny from investors and regulators. In terms of leverage, the average is
0.63, implying a significant reliance on debt financing, which may motivate
firms to adopt more conservative accounting policies to protect the interests
of creditors. As for revenue growth, the results reveal considerable
variability, with an average rate of 1.34% and a standard deviation of
10.49, indicating instances of both strong growth and contraction, and
reflecting the fluctuations in operational performance within the Egyptian
market.

Meanwhile, the average free cash flow was relatively low, at 0.093,
with some instances registering negative values, suggesting liquidity
constraints that may prompt certain firms to reduce their level of
conservatism to present a more favorable financial position. Lastly, it was
found that 21.4% of the firms reported losses during the study period
(LOSSL! = 1), a factor that could drive management to adjust their
accounting policies - either by increasing conservatism to restore trust, or
by reducing it to portray improved performance, depending on their
financing needs and circumstances.

Second: Correlation Matrix

Correlation analyses, in their various forms, are an integral part of
describing and summarizing the proposed relationships between the
measurement constructs. In this context, the focus is on the simple

(bivariate) correlations between the study’s variables, allowing for an
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initial examination of the strength and direction of the hypothesized

relationships. These results are presented in Table (3-10).

Table (3-10): Correlation matrix between study variables, 2015-2021 (93 firms)

1) (2) 3) (4) () (6) (")

Accounting Conservatism (ACONS,) (1) 1

Joint Audit (Jaudit,) (2) -0.007 1

Firm Size (FSIZE,) (3) 0.009 01817 1

Financial Leverage (LEV;) (4) -0.002 -0.032 0.028 1

Revenue growth (REV,) (5) 0.008 0021 0.109™ 03157 1

Free Cash Flow (FCF) (6) 0.017 -0.025 0.027 0846 02217 1

Loss of profits (LOSS,) (7) -0.031 0004 -0.115"" 0.054 -0.026 -0.096" 1

Note: - *** ** *indicate significance at 1%, 5% and 10% respectively.

Here, the results of the correlation table can be summarized in clear
lines, as follows:

e Regarding the Correlation Between Joint Audit and Accounting
Conservatism: The results reveal a very weak and statistically
Insignificant negative correlation between joint auditing and the level
of accounting conservatism, with a coefficient of only (-0.7%). This
suggests that increasing firms’ reliance on joint audits for the review
of their financial statements is not significantly associated with any
notable change in the level of accounting conservatism. This null
finding may be viewed as an early indication that joint auditing has no
direct or immediate impact on conservative accounting practices. It
may reflect one of two possible scenarios: first, that the joint auditing
regime in the Egyptian context has not yet reached a level of
institutional effectiveness that allows it to exert a discernible influence
on the quality of financial information or the managerial accounting
behavior. Alternatively, it may imply that accounting conservatism is

influenced by other more critical factors - such as industry
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characteristics, firm size, or financing constraints - making joint audits
alone insufficient to drive a significant shift in this area.

e Regarding the Correlation Between Control Variables and
Accounting Conservatism: The results indicate that the correlations
between accounting conservatism and all the control variables are very
weak and statistically insignificant. This suggests that these variables
do not exhibit a direct or meaningful association with firms’
application of the accounting conservatism principle at this level of
analysis. The relatively strongest of these relationships was observed
for the sales loss variable (negative earnings), with a correlation
coefficient of (-3.1%), followed by free cash flow (1.7%), firm size
(0.9%), sales revenue growth (0.8%), and, finally, financial leverage (-
0.2%).

Overall, it can be observed that the correlation coefficients between the
independent and control variables range from weak to moderately strong.
According to Guijarati (2003), correlation coefficients exceeding 0.7 may
indicate a potential multicollinearity problem. In this regard, no evidence of
such an issue was detected in the study model (except for the correlation
between financial leverage and free cash flow). As for the preliminary
indications inferred from the signs and strengths of the correlation
coefficients, it is expected that joint auditing will have no significant effect
on the level of accounting conservatism. Nonetheless, despite the limited
nature of this association, assessing the role of joint audits remains valuable -
especially when progressing to the regression analysis, which incorporates
control variables that could potentially alter the magnitude or direction of the

observed effect.
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6.3 Inferential analysis
First: Verifying measurement problems

Prior to estimating the study model, it is essential to verify the quality
and reliability of the model used for the analysis, ensuring that it is free
from any measurement-related issues. This is necessary to confirm the
validity of the results. To this end, a series of diagnostic tests were
conducted, as presented in Tables (3-11) and (3-12).

Table (3-11): Diagnostic tests for study model

Problems (Tests used) Null hypothesis Test stats. P-value
. 2
White test for heteroskedasticity Heteroskedasticity not X Stats_‘ 3.6243 1.000
present =
Wooldridge test for autocorrelation No first order t stats. = 12.135 0.0017"
autocorrelation
Pesaran CD test for cross-sectional No cross-sectional 7 stats. = -1.3461 0178
dependence dependence
. . . - . Xz Stats. *kk
Test for normality of residual Error is normally distributed _ 71153.6 0.000
Chow test for structural breakpoint No structural breakpoint F stats. = 2.7578 0.064

Note: - *** ** *indicate significance at 1%, 5% and 10% respectively.

Table (3-12): Variance Inflation Factors (VIF) test for study model.

VIF 1/VIF
coefficient

Joint Audit (Jaudit,) 1.036 0.9653
Firm Size (FSIZE;) 1.059 0.9443
Financial Leverage (LEV;) 5.384 0.1857
Revenue growth (REV;) 1.087 0.9200
Free Cash Flow (FCF) 5.264 0.1900
Loss of profits (LOSS;) 1.094 0.9141
Mean VIF 2.4873

Here it is clear from the following two tables:
o Regarding the Issue of Heteroscedasticity: The value of the chi-
square statistic for the White test is 3.6243, which is statistically
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insignificant. This result leads to accepting the null hypothesis of
homoscedasticity, indicating that the error terms of the study model
have constant variances.

Regarding the Issue of Serial Correlation: In contrast, the value of
the t-statistic for the Wooldridge test is 12.135, which is statistically
significant at the 1% level. This result leads to rejecting the null
hypothesis and accepting the alternative hypothesis, confirming the
presence of serial correlation in the error terms of the study model.
Regarding the Issue of Cross-Sectional Dependence: Like the
heteroscedasticity test, the value of the Z-statistic for the Pesaran CD
test is -1.3461, which is statistically insignificant. This result supports
accepting the null hypothesis, indicating the absence of cross-sectional
dependence in the error terms across firms in the study sample.
Regarding the Issue of Normality of Residuals: Like the serial
correlation test, the value of the chi-square statistic for the Jarque—
Bera test is 71,153.6, which is statistically significant at the 1% level.
This result leads to rejecting the null hypothesis that the residuals are
normally distributed, thereby accepting the alternative hypothesis that
the residuals of the study model do not follow a normal distribution.
Regarding the Issue of Structural Breakpoints: The value of the F-
statistic for the Chow test is 2.7578, which is statistically insignificant.
This result leads to accepting the null hypothesis that no structural
breaks exist in the data of the study model.

Regarding the Issue of Multicollinearity: The results of the
Variance Inflation Factor (VIF) test presented in Table (3-12) confirm

that there is no significant multicollinearity problem between the
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independent variables, as all VIF values are well below the critical
threshold of 10.
Accordingly, it is evident that the study model does not suffer from the
problems of heteroscedasticity, multicollinearity, cross-sectional
dependence, or structural breaks. However, it does suffer from serial
correlation and the nonnormality of residuals - issues that are expected
when working with large and heterogeneous samples.

As a result, the study model will be estimated using the White robust
standard errors technique, which effectively corrects for the serial
correlation in the error terms by refining the standard errors, yielding
highly efficient and reliable estimators. Meanwhile, the issue of
nonnormality is not a serious concern in this context, as statistical theory
confirms that OLS estimators tend toward a normal distribution as sample
size increases. Hence, with a large sample such as the one used in the
present study, statistical inference based on OLS is valid and can be

reliably applied.

Second: FEM Results & Preliminary Evaluation of Instrument
Appropriateness

In this context, the fixed effects model shows no significant impact of
joint auditing on the level of accounting conservatism in the sample firms.
The t-statistic for the regression coefficient is (-0.2855), which is
statistically insignificant (i.e., the p-value is greater than 10%). As for the
control variables, firm size and loss status have a positive and significant
impact on accounting conservatism at the 5% significance level, and free
cash flow also shows a positive effect, albeit at the 10% significance level.

Conversely, financial leverage has a significant negative effect on
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accounting conservatism at the 5% significance level, while sales growth

has no significant effect.

Table (3-13): Joint Audit and Accounting Conservatism: Fixed Effects Model

Dependent variables: Accounting Conservatism (ACONS; ;)
Method: 1-way fixed effects model with white standard errors

Coefficient nglbéﬁ_ t stats. P-value
Joint Audit (Jaudit;,) -0.05370 0.1881 -0.2855 0.785
Firm Size (FSize; ) 0.76220 0.1421 5.3629 0.002"
Financial Leverage (LEV; ) -0.27430 0.0506 -5.4158 0.002™
Revenue growth (REV; ;) 0.00280 0.0055 0.5099 0.628
Free Cash Flow (FCF; ;) 0.53176 0.2289 2.3227 0.059"
Loss of profits (LOSS; ;) 0.26665 0.0878 3.0382 0.023™
Constant -12.9849 2.9281 -4.4345 0.004™"

Key regression statistics
Number of Obs. 639 Number of groups 93
R-squared 0.9487 Adjusted R-squared 0.9394
Fisher test (F stats.) 101.99 P-value for (F stats.) 0.000™"
Practical significance for Government ownership: Effect Size

Effect Size (r) -0.0123 Interpretation No effect size
Effect Size (Cohen's d) -0.0246 Interpretation No effect size

Note: - *** ** *indicate significance at 1%, 5% and 10% respectively.

Moving to the overall statistics presented at the bottom of Table (3-13), the
adjusted R? value indicates that the study model explains approximately
93.9% of the variation in accounting conservatism. The remaining 6.1% is
attributed to random errors arising from other variables that were not
accounted for within the model. Meanwhile, the F-statistics of the Wald
test is 101.99, which is significant at the 1% level, indicating the statistical
significance of the overall model and leading to the rejection of the null
hypothesis and acceptance of the alternative hypothesis that the study
model is significant.

Since statistical significance is the least informative aspect of the

results - merely indicating the likelihood that the observed relationship is
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not due to chance - relying exclusively on the p-values is insufficient for a
comprehensive interpretation. In other words, statistical significance only
confirms that the relationship between joint auditing and accounting
conservatism is unlikely to be due to random chance, but it does not
measure its practical importance or strength. Therefore, effect size is
calculated as an additional measure to assess the actual magnitude of the
association, providing deeper insights beyond statistical significance. In
other words, it provides an indication of the practical significance of the
relationship in reality. As such, the effect size offers additional information
for making a more informed inferential decision regarding the acceptance
or rejection of the null hypothesis.*

In this context, the effect size was calculated using partial correlations
between joint auditing and accounting conservatism, controlling for the
other covariates in the model (if these covariates also affect the dependent
variable). The resulting value of the Cohen (1988) statistic was -0.0246,
indicating a negligible or practically irrelevant effect of joint auditing on
accounting conservatism. This suggests the need for further studies to
investigate the factors that limit the effectiveness of joint audits in
influencing accounting conservatism.

Third: DPD Model Results & Role of Instrumental Variables

Given the potential for significant bias in the FEM estimates due to the

endogeneity between joint auditing and accounting conservatism, the DPD

! There is a wide discussion under the title Null Hypothesis Significance Testing
(NHTS). Therefore, the American Psychological Association (APA) recommends in
Chapter 1.01 Research Design and Reporting that all published statistical reports also
include effect sizes (APA Manual 5th Edition Section (2002)).
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technique was employed using appropriate instrumental variables. The
Sargan over-identification test (presented at the bottom of Table 3-14)
confirms the validity of the instruments used, and further supported by the
Hansen test, thereby strengthening the reliability of the model. In addition,
the Wald test confirms the joint significance of the explanatory variables at
the 1% level, alongside the statistical significance of including time dummy

variables.

Table (3-14): Joint Audit and Accounting Conservatism: GMM Model

Dependent variables: Accounting Conservatism (ACONS; ;)
Method: 2-step dynamic panel data (DPD) (with asymptotic standard error)

Coefficient sfg,bgii_ Z stats. P-value
Accounting Conservatism (ACONS; ;) (-1) 0.84583 0.0034 245.3 0.000""
Joint Audit (Jaudit; ) -0.06776 0.2198 -0.308 0.758
Firm Size (FSize; ;) -0.01329 0.0289 -0.460 0.646
Financial Leverage (LEV; ) -0.44124 0.0406 -10.88 0.000™"
Revenue growth (REV;,) 0.02563 0.0064 3.985 0.000™"
Free Cash Flow (FCF;,) 1.23541 0.1007 12.27 0.000™"
Loss of profits (LOSS; ;) 0.41357 0.1799 2.299 0.022™
Constant 1.63033 0.6165 2.644 0.008™"

Key regression statistics
Number of Obs. 547 Number of instruments 32
Test for AR(1) errors -1.2130 (0.225) Test for AR(1) errors 1.0537 (0.292)
Sargan over-identification ~ 36.723 (0.009)™" Hansen over-identification ~ 44.980 (0.000)"
Wald (joint) test 120566 (0.000)"" Wald (time dummies) test 127.23 (0.000)™"
Practical significance for Government ownership: Effect Size

Effect Size (r) -0.0134 Interpretation No effect size
Effect Size (Cohen's d) -0.0267 Interpretation No effect size

Note: - *** ** *indicate significance at 1%, 5% and 10% respectively.

At first glance, Table (3-14) shows that the results derived from the DPD

technique are more robust, consistent, and stable. The absence of any

significant effect of joint auditing on the level of accounting conservatism

persists even after controlling for dynamic endogeneity, with the p-value of
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the Z-statistic exceeding 10%. This finding is aligned with the earlier
correlation results, which also indicated a very weak and statistically
insignificant negative correlation (no more than -0.7%) between joint
auditing and accounting conservatism. This result supports the study’s
main hypothesis that “joint auditing has no significant effect on accounting
conservatism” within the sample firms. It suggests that the application of
joint auditing — as implemented in the Egyptian environment - lacks the
institutional and regulatory strength required to drive firms towards a
higher level of accounting conservatism. This may be due to its largely
formal nature, with limited effective coordination between the joint
auditors, compounded by the absence of a robust institutional framework to
support this auditing approach, thereby limiting its actual impact on

accounting policies.

Moreover, the results of the DPD model reveal a significant and
positive effect of prior-period accounting conservatism on its current level
(at the 1% significance level). This finding suggests that firms adopting
higher levels of accounting conservatism in prior periods tend to maintain
this approach in subsequent periods. This is a critical accounting insight,
indicating that accounting conservatism is not a one-off or circumstantial
decision, but rather a repeated and stable behavior that often reflects
managerial orientation, internal accounting culture, or internal corporate
controls. This persistence may also be explained by firms® desire to
maintain the reliability of financial reports and reduce earnings volatility
that could potentially mislead external stakeholders. Hence, this self-
reinforcing nature of accounting conservatism highlights the importance of

focusing future studies on its structural and cultural antecedents within
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firms, rather than relying exclusively on external institutional drivers such

as auditing regime or regulatory pressure.

Regarding the control variables, revenue growth and free cash flow
have a significant and positive effect on accounting conservatism at the 1%
level, suggesting that firms with strong financial performance and liquidity
tend to adopt more conservative accounting practices to enhance the
credibility of their financial statements and support the sustainability of
their results. Similarly, losses have a significant and positive effect on
accounting conservatism at the 5% level, indicating that firms experiencing
setbacks or losses tend to adopt a more cautious approach to measurement

and disclosure as a defensive response to unstable operating conditions.

In contrast, financial leverage has a significant negative effect on
accounting conservatism at the 1% level, suggesting that highly leveraged
firms may reduce the degree of accounting conservatism to present more
favorable results to creditors or to avoid breaching financing covenants.
Meanwhile, firm size shows no significant effect on accounting
conservatism, implying that its role diminishes when compared to stronger

influences associated with performance, liquidity, and financing factors.

Finally, the Cohen statistic presented at the bottom of the table
confirms the absence of any effect size (and hence any practical
significance) for joint auditing in its influence on accounting conservatism.
This highlights the need for further studies to investigate the factors that
limit the effectiveness of joint auditing within the context of accounting
conservatism. In sum, these results reflect a strong alignment between
statistical evidence and accounting theory and underscore the urgent need

for future in-depth studies that explore the institutional and organizational
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dynamics that hamper the role of joint auditing - focusing especially on the
nature of the interaction between joint auditors, the degree of coordination,

corporate governance structure, and the level of regulatory intervention.

7.Conclusions

This study aimed to assess the effect of joint audits on the level of
accounting conservatism among listed companies. To achieve this
objective, the study employed balanced panel data for a sample of 93 non-
financial firms listed on the Egyptian Stock Exchange over a 7-year period
from 2015 to 2021, yielding a total of 651 firm-year observations. This
sample size provides adequate statistical power to draw reliable inferences.

To measure the level of accounting conservatism, the study adopted
the Khan and Watts (2009) model, which captures firm-specific conditional
conservatism levels based on disclosed financial reports. Joint audit was
measured using a dummy variable that takes the value of 1 if the
company’s financial statements were certified by more than one audit firm,
and O otherwise. Additionally, five control variables were included in the
model: firm size, leverage, sales (revenue) growth, free cash flows, and
sales loss, all of which represent critical institutional characteristics that
must be controlled when examining the relationship between joint audits
and accounting conservatism.

Relying on several statistical techniques—most notably the dynamic
panel data model, the fixed effects model, and effect size estimations—the
study found no significant effect of joint audit on the level of accounting
conservatism among the sampled firms, even after adjusting for dynamic
biases. This finding supports the study's hypothesis. The results suggest

that the implementation of joint audit, as it currently stands in the Egyptian
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context, lacks sufficient regulatory or supervisory force to drive firms
toward greater prudence in financial reporting. This may be attributed to
the formalistic nature of joint audit implementation without effective
coordination between auditors or a robust regulatory framework supporting
such audit practices, which ultimately limits its influence on accounting
policy choices.

On the other hand, the study found a positive and significant effect of
prior-period accounting conservatism on the current level of conservatism.
This implies that firms that adopted a high level of accounting
conservatism in the past are likely to maintain the same behavior in
subsequent periods. This result is of substantial accounting significance, as
it suggests that conservatism is not a one-time or situational decision but
rather a recurring and stable behavior that may reflect managerial
orientation, an internal accounting culture, or even established internal
control policies. This persistence may also be explained by the desire to
maintain the reliability of financial reports or to avoid earnings volatility
that could confuse external users of financial information. Accordingly, this
self-reinforcing nature of conservatism highlights the importance of
studying its structural and cultural determinants within firms, not merely
the external institutional factors such as audit systems or regulatory
pressure.

Moreover, Cohen’s effect size statistic indicated no practical
significance for joint audit in influencing accounting conservatism. This
finding calls for further research to explore the factors that limit the
effectiveness of joint audits in enhancing conservatism. Based on the

above, the results show a strong alignment between the statistical evidence
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and the accounting implications and emphasize the need for future in-depth
studies to explore the institutional and regulatory context that weakens the
influence of joint audits. Such studies should focus on the nature of the
relationship between joint auditors, the degree of coordination, corporate

governance structures, and the level of regulatory intervention.

8. Recommendations

e Enhancing the Regulatory Framework for Joint Audits: The
study recommends the development of legislative and supervisory
frameworks governing the joint audit process in the Egyptian market.
This should ensure the existence of clear guidelines for coordination
between joint auditors, define the responsibilities of each party, and
promote the quality of their cooperation. This may include the
issuance of binding instructions by the Financial Regulatory
Authority (FRA) or the Egyptian Stock Exchange to regulate the
procedures of joint audits and guarantee continuous professional
interaction between auditors.

e Adopting Effective Mechanisms for Evaluating Joint Audit
Quiality: Regulatory bodies should develop performance indicators
to assess the effectiveness of joint audits based on their actual impact
on financial reporting quality and accounting conservatism, rather
than merely their formal existence. This may involve creating a
review system to evaluate whether joint auditors arrive at consistent
conclusions and whether their approach to the audit is independent or
collaborative in nature.

e Focusing on Corporate Accounting Culture as a Determinant of

Conservatism: In light of statistical evidence indicating the
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persistence of conservative behavior within firms, the study
recommends that both research and practice pay greater attention to
internal company structures—particularly the nature of accounting
culture, internal control systems, and management’s philosophy
toward financial reporting. Strengthening this internal culture may
have a more profound impact on promoting accounting conservatism
than merely imposing external oversight mechanisms.

Encouraging Future Research on the Nature of Joint Auditors’
Relationships: The study suggests conducting future research that
focuses on the professional dynamics between joint auditors,
including the extent of integration and coordination, and how these
dynamics affect financial reporting outcomes. Additionally, it is
important to examine the role of corporate governance - especially in
family-owned firms or firms with concentrated ownership structures
- in shaping the influence of joint audits on actual financial reporting
results.

Promoting Quality-Driven Professional Practices Rather Than
Quantity-Based Approaches: Although involving multiple auditors
Is theoretically expected to enhance oversight, this study highlights
that regulatory and professional quality is far more critical than the
mere number of auditors involved. Therefore, the study recommends
adopting evaluation standards based on the quality of professional
judgment, the ability to detect material mistakes, and neutrality in
addressing contentious accounting issues, as these are fundamental

determinants of financial reporting quality.
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