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Abstracrt:

The study's main objective is to assess the potential governance role of
large shareholders on the relationship between the controlling shareholder's
ownership and earnings management practices. In doing so, a sample of
(84) non-financial companies out of the total companies listed on the
Egyptian Stock Exchange from 2018 to 2020, with a total of (252)
observations, are usedto examine the impact of the controlling
shareholder's ownership on earnings management practices, as well as
analyzing the effect of the interactive relationship between the large
shareholders and the controlling shareholder's ownership on
earnings management practices, along with testing the effect of ownership
and number of large shareholders on earnings management practices.

The results reveal that: First, earnings management practices are positively
related to the controlling shareholder's cash flow rights and this
relationship is stronger when internal and external company governance
procedures are of poor quality. Second, companies with a large number of
large shareholders tend to manage earnings less aggressively than
companies with a single controlling shareholder, and this effect is
amplified when their ownership is greater than the controlling
shareholders. Third, the controlling shareholder's expropriation of minority
rights and the resulting earnings management practices are under the
control of the large shareholders, as evidenced by the negative impact of
the interactive relationship between the large shareholders’ and the
controlling shareholder's ownership on earning management practices.
These results are consistent with the control hypothesis, which indicates
that the presence of large shareholders is an important and effective
internal governance mechanism, in particular, in an emerging market
environment where corporate governance is weak and inadequate.
Keywords: large shareholders, controlling shareholder, profit management.
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