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The Impact of Internal Accounting Information Quality
and Product market competition on Cash Holdings,
and the Role of Firm Diversification: An Applied Study

Abstract

This study aims to test and analyze the impact of Firm Diversification on the
relationship between Internal Accounting Information Quality and Cash Holdings,
in addition to testing and analyzing the impact of Firm Diversification on the
relationship between Product market competition and Cash Holdings of companies

listed in the index EGX 70 on the Egyptian Stock Exchange.

The study found that the type of competition between companies in the
Egyptian environment is monopolistic competition, in addition to that the Internal
Accounting Information Quality and Product market competition significantly
affects Cash Holdings, Besides, the study found that Firm Diversification
significantly affects the relationship between Internal Accounting Information
Quality and Cash Holdings , while Firm Diversification does not significantly aftect

the relationship between Product market competition and Cash Holdings.

The study recommended the necessity of improving Internal Accounting
Information Quality because it helps companies make more efficient decisions to
keep cash. Besides, the Egyptian Competition Authority, established in accordance
with the provisions of Law No. 3 of 2005, should exercise its role in taking the
necessary procedures against harmful practices to competition, because of their

impact on the levels of Cash Holdings of companies.

Keywords: Internal Accounting Information Quality, Product Market

Competition, Cash Holdings, Firm Diversification
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b — Do lasaV) Alalae 85508 Hlaady) Elalaa oby laady) Alalae & clll aal)
Lariiieal) duilasy) culld) 6-3
Stata 16.0 (Statistics/Data« SPSS 26 Shan) Alas¥) malill (e JS aladnil 23
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3Kl Ae il unliae aladiul Aol il Descriptive  Statistics el slasyl —
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P-Value J) cul< 134 <Homoscedasticity cililull (uilas (ye bl White’s Test jlaal —
o oalal aae AL Spagare o @l 05 00,05 Lysied) (s5ise (00 ST LasY) 1]
Laabilull
O Ala oy Al 3uhal) clyuiie Gn A8 Ausine (el (sanpd adll Ll V) dilas —
OSa 43l 0.7% e BLaN! Jalea e J8 5 Aid) il ey G dugies AL
At @yl o Multicollinearity Jasd) & 1523Y) <4 Jil5 axes Jsall
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= J‘JA.}Y\ u)\-ﬁ‘- u\ Ls\ d_A\SA Qg9 ‘H&; dJ 60 05 LSJLUAJ }\ =) dd\ _)u.\;y‘
-ashall gad) ADle K0 s 25)) 5 i puatial)
(Yunitaningtyas, tot JlaaBU =3l 2336 Panel data duabid) el Judlull e mibg
K. et al, 2019)

Pooled Model  ,21eail) 7 gaille

A6 el a8 culll) aall g (Uiiwal) wpasall) 5ynaall lasiV) cBlalee 0588 S
Ay a3y il aedl a0 Jalais 7 3sall 1 of (gl ciusal) gl Sy, ASAY gueal
2l s Glades i & Ordinary Least Square (OLS)Zull (syall cilayall
Fixed Effects 4l )5l zigaie

Loty A58 JS0 258 23 gail) 12a 8 (Uiesal) cihariall) 5p00al) jlasil) cDlalas 05S am
Alaai) 2l Al 8 iy Chguy ol€ il DAL Adiie # 3l 18 3 Cultl) aal) Cilalas
The Fixed Effects Within—-Groups sl cilalill cile seadd) Jals JlaadN) ziga

.regression Model
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P ) cul€ 138 (a8l 23 saiy canaatl) z3gaill o Alaliall Chow Test laal —
canslial) z3saill g Al il 2 3san 08 €0.05 sl o (e JET LaaY) 13gd Value
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Gsbw o e JB LaaY) 13g) P-Value J) cilS 13 il bl 2 3saiy oanenl)
canlial) z3saill g Aglpdal) il 235 ) <0.05
13 A sdial) il 23 gty Al il 23500 G Almlidll Hausman Test laal —
z3salll sa Anlll il 23 ga 00,05 ol o e Sl L8 13gd P-Value J) culs
canlidl)
Aatll g il uasy) Jadl) 7-3
Al (g b ladls (Alas) daladll @3l e b Lad
LAl cpiial gl slany)-
Auhal) i aea gl clanl) @il Ja Jpal) moas
dahal) cpitial Ghuagl slaay) @il 3 Jgaa

FRERS) L3 o Ls) il B3 EXRO
278 131 -0.08 -0.263 CAL
0.795 -0.705 0.036 0.031 CA2
-0.047 -0.673 -0.110 -0.265 QL
1.000 0.000 1.000 0.963 11Q2
1.000 0.000 1.000 0.952 11Q3
0.997 0.08 0.800 0.821 PC1L
1.921 0.000 0.300 0.623 FD
18.742 12.32 14.60 15.133 Sz
0.913 0.134 0.7000 0.725 Lev
0.423 -0.162 0.089 0.093 CF

SPSS 26 galind ilany!) (lall Cilayia t
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) g i) i Aeliall Jals il (g5ime o L adiaal) dpall ) A58 Lgy Ladias
)l Ly 38,80 43 Jess
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e L)

éJ.J LS c—0.265 Ld ‘?_.al_ual\ Lol CJ.» NQL 223l A uladd) laslaall 3aga yuaiall —
~0.673 1as Jily —0.047 4 ied LSl cualy LS —0.110 Jasessl

il WS 0.963 1 oluad) Taugdl gl M1O2 2ol duulad) cilashed) 335 il —
O S el sd iy 0.000%e8 Bl 1.000 4 ded ST il LS (1,000 dasssl
Al gl Qs o o) Al pall Aisey iS50 olae

Ll 1l 100,952 1l londl T il &y 1103 Al Lppulaall lasheall 5350 el —
A 58 ) sl eda yuiny ¢0.0003a8 Jils 1.000 41 ded i el WS <1.000
i al) Ay @S aL A

<0-800 darui sl 31l LS €0.821 L) (oload) Javs il &1l pC1 giiall Bsms (b Andliall yuaiall —
G (3 Andlial) 3015 ) il o2a s 0.08 Aad 15 0.997 4l dad ST carly LS
.é»a.d\ G_'\:\.d\
.0.000 s Jifs 1.92] 41 3ad L

C_u'd.g < ¢14.60 L:u.ujl\ CJJ < 15.133 o Lé_;\.unl\ Lujld\ cll SZ Z\S}.ﬂ\ e ,.u_\.d.."' | —
12.32 308 Jils 18.742 4l iad sl

L 0.7000 Lawws sl 34 LS ¢ 0.725 4 sl ol by Lev 4L Aad)) o) —
0.134 1ad Jils 0.913 4l dad ,sf caaly
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Graal) gilal) (§ g dudliall £g8 Manty dualdl) Huaay) Jalal) il 8-3
cSpaall ) (B o Audlid) 53 paa3 il I Jsaad) mansy
Panzar-Rosse model (the H-statistic) zigal milii :4 Jgaa
geiiall (8 g (o Auadliall ulad!

3 Aalid) :
zjid\ o Constant controls log(P1;) log(P2:) log(P3p) | ciiaad
PC2= b Time

. Sz b b b = Salaal)
H-statistic 0 dummies 1 2 3 o
0.523 1.411 YES | 0.767 -0.218 0.832 0001 |

Stata 16.0 gelind Jlasy) diaill cilasie @ jad)
aals ciage o o gl €0.523 (g5las H-statistic das of zmw) (<e @l Jeaall o

Lo s cAo)lia) dudlie o Ljpad) Ll cISGEN G Adliall o33 o () ey Las ¢y
Aopad) Sl wles Al (Mateev, M. et al., 2021) Lu xe i

duyal) )il bl el Las) 9-3

(CF (Lev «SZ FD «PCL «11QL¢CA2 ¢ CAL) il ypsiall Al Apal) it oty o camg
el Jedludl ol £3la alasiu) o€ ia amhal) aojsll S JY) 3l 8 A1a1)
Shapiro- Ll )2y Statal6.0 zelis alasiwl iialll il ¢lly o 2SEl (A peladal)
cialy En) 0.05 Gosiead) (g5t (3o S Lasdl PLValue dad o gl casa sl (Francia
«CA2 «CAl &)y idll <0.481 ¢0.095 ¢0.451 «0.081 «0.072 «0.142 «0.106 «0.810
sl aygl) ain bl O &5 ey (il e «CF Lev «SZ(FD «pcl cniqu
alibal) Gwilas [jLad) 10-3

ly Stata galiy alaaiul, White’s Test jlas) Dla (e bl Guilas (e astll (<o
LS Jpanll anim gy
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White’s Test jLad) milii :5 Jgan

JEAY) (Alas) .
P.Value Chi-square Ok

White’s Test JLisl

0.000 24320 | Y b)) gasaill 4N ¢y, PCL, CAL e plasi )
(il I b

White’s Test il

0.000 249.96 e[ VS PR P nqL, PCl, FD CAL i pladiuly)
(i.ubql\ <t

. Stata 16.0 gelid Slaay) didatl) cilajin : jaad)
0.000 il i 0.05  Agsieall (s50se e Jil P.ValUE dad o Golad) Jsand) (e oy
bl 8 5agmse Guilail) are A<A (b Uy e il & Uy J) a2 3saill
allys «Robust Standard Error Jaiall (gleeall Uadll danyh aladial o Cogus ASa) 238 7 Dlal;
LSl IV ) 3 saills Lalall jlasiV) 73l Jaais die

O (aal) BLay) Julai 11-3
Al A sl iial) e gsand (sl oadll Tals V) il m gy U Joaal
Ahall By J) #3sailly

Al )y Aleaal) Clyiall () paapaad i) BLGY) il 16 Jgia

@ @ ©)] (O] (O] (6) @ ®) 9 | (10

O n 1

(2 nQ2 -0.19%* !

@) 11Q3 | 039* | -0.04 1

@) pPC1 -0.63* | 0.24*% | -0.28* 1

(5) FD 0.62* | -0.11* 0.41* -0.52* 1

©6) SZ 058* | -0.39* | 034* | -0.68* | 059 !

(7) Lev 0.61* -0.22 0.51% -0.65* | 0.65*% | 0.64* 1

®) CF -0.69% | 0.38* | -0.53* | 064* | -0.60* | -0.49* | -0.60* !
(9) * * * * * * * 1

FDx 11QL 0.17 -0.12 -0.19 -0.22 -0.47 0.27 0.16 -0.07
(10) 1

N * * N * * N * _Ro* N * *
EDxPCL | -062% | 034 0.22 0.68 0.45 62 0.67 0.60% | a3

* Correlation is significant (2-tailed) SPSS 26 malid JSlasy) diaill cilsjia : juadll
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* i) jlasty) gigal il 17 Jgan
3 nbia 2plia lbsa
,CAl ,CA2 ,CAl
, 11Q3 ' 11Q2 QL
PC1 PC1 PC1
TA-tﬁézt R TA:;t Slalas Tﬁt R
. |KE] . Jlaady . sy
4 ginal) 2 4 ginal) " 4 giaal) "
‘éT; J | Coefficients g":; | Coefficients ‘;T: | Coefficients
17.998 -15.76 0.42
(.000) 9.256 (.000) -2.268 (.000) 0.644 Constant
-25.765 -8.25 -0.187 -0.46 [e}
(000) -2.113 (000) (000) -0.384
2640707) 0.069 2(00(5)8)1 1.016 (00(1)3) 0.030 PC CSJAA\
-17.759 -12.05 -0.81 -,
- - - )
(.000) 0.510 (.000) 0.096 (000) 0.078 SZ el
-4.290 -4.861 -0.04
(.633) -0.721 (.000) -0.278 (.000) -0.014 Lev
7.756 7.177 455
(.000) 2.849 (.000) 0.665 (.000) 4.14 CF
0.917 0.854 0.826 R square wasill Jales
716.189 380.27 307.18 F test
0.000 0.000 0.000 F test] 4 sixall (5 sisa
245.951 183.814 254.330 Bre”ff\;"%os‘tmey
DLERY 4 sinall (g giua
0.092 0.071 0.122 Breusch-Godfrey

LM Test

sl Adaadlall me (st G Aaginall (Ssias Stata 16.0 galinl Slasy) dalaill cilajie 1 jaadll
i)zl s die llg (Robust Standard Error agall ()bl Wl 4y pladsi) %
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Ahall I z3gail of it (uliiall 138 cras Aasal) & ot 2 35ail Jia 48 PCL ¢ in
Al dxaall 22L

[CAL=0.644-0.38411Q1+0.030PC1—0.0785Z —0.014Lev + 4.14CF |

b L g lita) oSay Alad) Aslaall (s

NQL 22l)all dplaall laslaall 3aga Joiuadl juaiall o dojaea Ane Lald)l A0De 352 —
Ay A2 Apladll laglaal) 5aga 3005 o Cua « CAL Apaaally Lalaa) alall yally
2 bl Gluhall ae 35 Le 525 ¢0.384 lager il Llia) 8 pais M 5350 1%
.(Xiong, F. et al., 2021) du)y Jie Jladll 138

iially PCLiiadl G 4 Adliall Jiiuall joatall oy jaga Aoyl Ll A8e a5a; —
5L g5 1% Ay miial) (Boan A Audliall 3015 o Cam «CAL dpaiilly Lalisa) ailal)
A i Jlaal 138 (8 38Lu) bl ae i Lo 585 0030 lakes dpailly Ll
.(Atanasova,C. & Li M., 2019)

Gl soidly 87 A5, Al aaa Jiwall poatall G e LuSe b)) Al 25a -

Dhaiey Bl LliaY) ek ) s35 1% Gy 45580 ana 5005 of Cua (il Blaay)

(Kwan ,J.H. & Lau, W. dufs Jie Jlaall 138 8 28L) il e i Lo 525 ¢0.078
Y., 2020)

) onaly Lev Al Aaihl) Jiul yanall g Aopaea AauSe bla) ADle a5a; —
Aol LlaaYl 3 pad ) 5350 1% Lo A0l Ll 5005 of G cdpaiilly LaliaY)
(Kwan ,J.H. & duhs die Jlaall 138 8 3oLl iluhpall oo i Lo 585 60.014 laze
Lau, W. Y., 2020)

el widly CF il cliatl Jid) joanall oy Ajasa dayl bl A8 dya; —
Ay BalaaY) 850l ) a5e 1% Lty Aol sl 50l of Gua (Apailly LliaY)
(Xiong, F. etal., iu Jie Jlaall 138 8 ALl Gluball e i Lo s 414 laia
2021)
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¢(0-826) zasaill R2 xaaill Jalas G cazly :(in\ £ 3gaill A paadil) 5)a8) (3093 Saga .2
bl a8 Gaan ) sl e 82.6% 4tiad Le s Al @yl of gl
CJ}«.\H Qi yal) %\M\ syaall Jl Sy b
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o 2SH iy ¢ Buadaball el oDl 3l alasials Auhall S 23l Gabsi (Ko
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0.000 -0.1124 1.0000 0.8224 0.000 15.5392 PC1
0.0001 0.3634 0.000 7.7341 FD
0.000 0.5250 0.000 8.8576 SZ
0.000 0.0480 0.000 5.0631 Lev
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Auhall il yie apend Level (sl die 5yie diedll dudld) o bl Joanll e oy
bl ahadiul SV Gyl 380 vie iy (60 piiall By b Andlidl e lae Lad Al

Gsie e 81 A0aSl Al ¢l pasia el P.Value dad o el (Harris—Tzavalis test
Slaasy) Jdulas elyal aie Gl (JsY) @5al 38T ae o Level gl i elgu 0.05 2 gl
.DLPCl i) (35u b dudliall yuidl Difference DI1. J5¥) @yill 31 sy Cagu

U el G Qo) sl A ) @it JulSS agag axe Allaal) ) ol sl s
dulsall A8le Lol elyal a3l b (S asag are s agag (e 2Bl Al cl il
A Jsanll lgaun gy Alls Kao test jlad) aladiuly Gl

el Jalsil) HLA) il 19 Jgaa

Sig. fasieal | ) sy iaa dad o syl
Q,“)L"Am 3\.\.9:1! kao kiay
0.000 5.5524 Modified Dickey-Fuller t
0.0095 2.3438 Dickey-Fuller t
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0.000 -6.9464 Unadjusted Dickey-Fuller t

. Stata 16.0 gelipd lasy) disall Cilajia t i
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