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The effect of the level of auditor’s industry specialization on
the financial reporting quality of the Egyptian Listed

companies in Stock Exchange.

Mohammed Abdel Aziz Mohammed abo el ala2.

Abstract

This research aims to study, analyze and test the effect of auditor’s
industry specialization on quality of financial reporting of a sample of
Egyptian Listed companies in Egyptian Stock Exchange, during the
period of 5 years from 2012 to 2016. To achieve the objectives of the
research an empirical study was conducted , The level of auditor’s
industry specialization has been measured by a market share approach,
and the quality of financial reporting, has been measured through
accounting conservatism , it is expected that auditors specialized in
industry will have an effective role in improving the quality of financial
reporting.

the study concluded a positive significant effect of the auditor’s
industry specialization on the quality of financial reporting, in the case of
measuring the quality of financial reporting by accounting conservatism ,
although , this Relation may appear weak positive , but after introduce the
two controlled variables ( Return on assets , leverage ) , the correlation
and influence between Independent and Dependent variables become
more strong , but the magnitude and direction of the relationship was
changed and it appeared a negative relationship between these variables .

Key words: auditor’s industry specialization — financial reporting quality
- accounting conservatism, Return on assets, leverage.
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Onmaball o) il cpelils ¢ duilaid) Gleluall 4 il pad) 3.US o aalyll
Baga 3Ly ¢ lygidl ol ) Callall il b sac Luall agiey Lelia Guacadidll
Baiaal) dnulaall G5kl dalaid) clbleal) @3 cileliall  daalyall

eeliall jaadill il Cuasd @ (Hasas Yeganeh et al. 2012) 4wl
G GED ALY Jad oy delae Ajlie S5 ¢ Al plal s e aalll
Ciadasly ¢ Grasadiall e lgraly Al el )80 belua Guacadic Guale lexaly
ool Ll 3y el L Adlial) Cilaglaall (55 ala (DGR aa g Y )

il eliall jawmddll Gy DL il ¢ (kajalainen  ,2011) 4
Gaabe b O dalay) L) ADle apas caatimiuly deie Glaall #L)Y) 325a Aaabal
el Gl of ) cnplaly ¢ dleal 2LV sasmy Lelia aadidl cilleal)
Opanadio Cprale 08 o Laaball o 13 gilginee (ol (3 0058 Al liniondlly
lelia Guacadidl e 45lie Lelua

Lelia guamiidl geald) il cuasd : (hossain, et, al, 2010) 4a)s
Omaball o sl dashall Cwmd ) Gl 8 Gl sl e
Ulad e 420 44,1_35\ il gl s sty 5la) a8 S )50 agl Granadidl
Al L U s ALl 8 e D) CLES) agi i e Cas

bl cliall jaill of J cuald : (Kwon, et, al, ., 2007) L
Gemabar Gshi () Amaball oOlee oy el LY Baa Bl A i
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eaball eliall aadill Gy Al Cuasd : (Etemadi et al. (2009) 4
siun Lol Lelia Graadie seale S Al GOED O Caaagly ¢ apll a5
Sl ae A5laally Apayl) Alalee cDlelas g iy Adlall (oHlaaN) AN 253 e Ji
Lelia uacsiic lale oS ol Al

belia uamadidl gealudl of Gauag) : (Ali R. AL Mutairi (2006) 4.
Aal Gliaiae iy Closbedl 3 Bulill ade dayd (sl 3 aape (e by S
Opandy ¢ QLS A Llall e dpalaae s A5 5aly) agiSayy ¢ A8y danlia 4y
SIS A et DA e @iy copanadiadl ey Alie Lladdl Glesleall 335a
Al gl (e b dslaall e Bulal,

eliall (aatidll jy Al Cuasd : ( Kimberly A. Dunn (2004)) 4
¢ ALl sagmy abaliyly ccilluall aalie las) Al - LadV) s aalall
zlad) sasay Lelia daadiall dralall Gl G dulay) Lald)) Al asay il
c lelia acadidl e Gaalyall 1SS e Dlens Ajlia e f ()58 G ¢ ALl

W gabal eliall acadil) of casnd :(Mitchell, et, al., 2006) ).
lexaly A clindl lewjlas Sl Cuﬂ\ ) Glujlas e aall e aaball 58 (g
Aeadliaal) bl e Glgudl) Glysie Ll (Rl dua helia (seanadio Gl
Lelia Guaadie e cpmalie lgaaly Al el 25a 2 L)Y 4 cedll

paaddll Gn dpule ADle sy Cniiiul ¢ (Carcello, & Nagy, 2004) dus
Bezie 5 Allas Al Ll sl Jled) cliie ol albliall aabad cluall
3y LS lelin Gaaiie aabe lexaly Gl clid) dls 8 8 o ¢ Wk Yias)
Al pplal e Dl e 2 WY 85 clasles (e aabiall e liall (acadsl)

ZWYl B3 Ganlie G WD) <ygal ;o (Balsam et al., 2003) A
bl aaly Al @l o mbl) coglly dhelia clluall sl (auaddy
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Lelia Graadic e Geabe lealy Al QAN e bl
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By 4 aaball @i ety eall oY) B USG clE@Y) 8 5)s0s ¢ drabuall cilexa
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ALl sags e SOU ASH alaa¥) aad alg ¢ deabiall lails jlaliag ¢

Dy Jalad 8 sac Lsally ¢ Agllad) Ayl el 3 A5l Cluhall (e 30l a2
Gaiail Auhyal) slal ey aranal B lgie BalEaY) Caila ) layslae st cleailis
il e ljliie) ga Alal) Auhall Sae Le b ¢ canliall Gadaill bl aladinly clgdlaal
S pabadl eliall pamiill day S gainse clgln Al dyjead) 23 8 bl
483 acd (A oysn Glug alayng paradill Ailbdiue G dayll A Gua ALl el Baga
by Cun Gulall duagiey A 8 Adlall duhall (il SIS W)y lEl saea
ol 4 e g e e lafind S8 DA e Ailase Sl ALl il )l s

cpunlially aggial) : cililuall gabal olial) (awdil) —Y|Y

Gladd 2038 Caagy Ams e liay Aald 3y8 QLuiS)y paaddll ) Geraball oay
deliall s2a laal alady Ll Jual agh ) Jgeasll ¢ 30 LSH (g Al a0 o daalie
Waysaga Ao aSany Lo ((Kend, 2008) shlie (e dealyall 4gals 28 L @lliSy
QLSS o alds e dale deliall (8 Glbluall aalie spa el Gl ¢ daalyall 4dac
i S pally Apeall o il agdl Lelia (pacadidl Cpealdli ¢ Zaslyl)
S aldl agdl Leay (Dunn and Mayhew 2004) (pawdidl je cpealil
o e 30l ) belia apaiads (3% e cliidl didad) 202020 360 daaily
YT Aagd ilas o uge deae o) nlal) e Glleally £ UadY) il

5ol Lgle 305 ) Al e (e clluall xabd eliall Gaiadills
daalyall Alee Jagadil dalgll Apulu) jslaall aaly clanhiall cilileal gl e1dY1 53a
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Omendy ¢ Joaall alel alsal) 3las el ke Araball Gl x Las ¢ pabal
b aabadl celuall Gavaill axe yixys « (Solomon et al.1999), dxalull 525

Ga dlgle Cplaiadl gl el julee clllaid cllaall aabe dllgnl Gl
a1 W o558y Cpmalall e L8N o (O'Keefe, T, etal, 1994) il il
Oy ¢ Dgall Aglie vie Lelia ageanadl axe Ao agblee dadil Aagay 328l clandly
Coplaiall Jgal) el uleay Cpmaldl Al G a3 gaball peluall Gaaddl) ¢l
Ligall Apall aqluiSls ccprabiall B US gLl o 5yile Al (Sasy Lae cleile

o aelee Adadil Aagday alalY) (bl e Bas Aige dedd apafil aglag ) daiadial)

Cgadledaalyall 33sa Gpaiy Cpmaly) el Jpe8 A eliall Gacadill g dag

Gl Dealpll Jlase 8 il duvia sale) s dealpll GlHE e sl

alcia¥) oy Lagldanliall 525m 52L)5 dyllad ST daalye chladd gl eliall (aiadsl)
L)l sagms =LY 8)lls dmaliall sasa Jie iV laal) (mmy e o Al

(Dunn et al., lu sac Cinagl 38 ¢ eliall Jawdil) aggday (3hady Lady
2000; Stanley and DeZoort, 2007; Gul et al.,2009; Robkob et al., 2011;
Oe Jlae 8 dery padid ¢ 4ily ale (S5 Gawaddl) agdée Sun and Liu, 2011).
s el ades deliall (bt o e S A iS5 e diphy S
Dl e Aglial) Apeall Gl Wl ) 50l paball seliall (aiadil) oseial il
(Yo o¥e eodn Spe L) "o dlae (3 cuileall 538l 3l (30 Aiape dabis
Grabe dafi CaSlp lly cilleal) gabae Loty 1 deliall Aalal el i,
Alals A yra o sShiay il6 (Gl et al., 2009).30050 alee o134l dine deliva o Mae
. (Maletta & Wright,1996) ¢Uaa¥) LIS (e wgiSa ¢ Jpanll Talis ailiady

) Osaiis eSae ) Akiaal) Laahiall ilard el aaball ol8 "Gl 4 L L

g haill & clinal Ly asii Al llead) dagda Jila elld ey Ly canly e lin g Uad
dena Jll) "clilaall @l dagday ddleid) @fpally Glaall Ao Jpeanll ISy cands
dlae & LA Aleally dpalall ddjaadl o Jsuanll 8)5 0 124 Gang ¢ (V007 g
¢ Gapall GUie iea) Lelia paadt (S daaball odle delial g s00m0 delia
SSH ol Sl il ¢ Lelia Guaadidl Cpmaball Gl a1 ey (YT
Aclia ) b oSlaall daalye (8 gy alana (g (Ana dolia 8 agiyds g
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(Mayhew and Wilkins, (gl ciluls ciaaay ¢ (Solomon et al. 1999) saals
= ball jawaaill 2003 ; Dunn and Mayhew,2004; Francis et al., 2005)
Acluall Jpal ) o das Jadi 8 Ally (sull 3 lghian (e baliie A1l

aball eliall paadill §)5 pa o dalpa S jlee 3y a2 e o)l oy

aabe b lydls gl Ll clesiall cie aabadl gl oY) jules o V)
gaball agii o iy ¢ dysllad) s liSlly Ayigally alee Agfhe e Hal oS bl
saeluys cang JaSl o alee 53500 Al 8y0pui 2ay Leaaliy ) sLall delin dayll
aady aaball Gllead Juadl lyladss deliall @l & HUasY) dag oSWl dije b
ol Cpalaall a1 agadl) sasidl)l WY 8 Gaaball sass Adhe ules
(American Institute of Certified Public Accountants (AICPA, 1993) (Yaar
(Gramling and Stone, lelua jawadic gal jshis Guais vl Al o
lead adadill 5y o ¢ Jlawall Jead) ulae e J5Y) beall oy Gl ¢ 2001).
@A bliilly duaall deo agd lphadill 138 (e Gady 385 caulia ;i o daalyal)
slandl Jaly cOlelaally Claall agds ol JleelYl 2y agd DA ey ¢ 48 Jeny
e dead) daaball Llee 240 aald Al Glbgall aoaty Hhalaall il aabell (S

.(Y~~°c£\.\\

sUad¥) jhalie andiy slinad) agd Olsie (Y10) o) Joall daalyal) jlms iy
Algal) 8 \guy slaid) Llas ALlSH dijd) o aaball Jpan b5 s "dpaall
s opleall miay A Gagy o Sl Jod ey dealidl Alesy il e
eUadll lalie apiiy cAplalal) \gildys Wit s slinall agh e Jsumnlly dalaidl) colaliy)
, (Dunn, K. A., & Mayhew, B. W., 2004) 2l 2@l dzalje dolee 3 3852l
bl b Tuslll 4 8 I 53 GDRYY Olgias (004) o) SLaall ) Liads
Gt A aiaelial Ll auaiiad) delically sliia) Jleel il (e gsine ) zling
AL A a6 8 ) il jlaally cDalaally ilas)
. paball slial) Gawddl) Liag sl Y]

1L Aagday (3ol qonssl ISy ae Dl (g Lelia @liluall palie paads el
Tl o Dab abaad el Spee ok i o Sl 58 aglanys cpgaatiind; e
Cndlie o paY) Glliall xalie 5ie aie 4 2ty G2 Y1 ¢ daliial) agilillia
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e liall paadil) acay LS (Y007 ¢ Oli dae ¢ ja8 Calg ) A ped) ol Jlaa b
diclia Jlae b dpulad) ailjlaey daeall Jlae) 2 danls ddpe Gllual) aalyal
253y « (Fernando et al., 2010) Aldsall degyiall ye dnuladl cleldls
paadill i o) masall Gas ¢ Gpanadid) s ge At Ldl She pmaball
« (Casterella et al. 2004) Zxalyall 335n tes ¢ daaball Gladd Gouw S cliall

leie Camabpdls €3l UWhall e waall e liall Gacaddll Giay Gl ) 48l
slinal daplal Jal€l) agill o Jpaall 3 aclug 4l (Y007 ¢ Capdll (ldic jixa)
Apasal) cligailly Hhaliall ey 2ad & e ¢ Lelaly COlebeally Claall aghy ¢ Ly
S Glgmall paaty Shlaall s X, ¢ (Mark ,2000) 4l 23580l aag 8 A
IS OVl oS dapy () Lnaldl D) e (addds ddaalull e 240 4alg
Sl eV dgalse A Lbelia paball pacds acluy WS ((Carcllo et,al.,2004 )
Ule L& laal clinal L8 dgalsay leedy G50 Uslally Liliasly W Juisy!
Eua o(Carclio et,al.,2004) =LY 5yl bl dless Lile Ylgin) diacmia 5l dllas
& Opanadio e Gaabe et A Y Bl bl ol Al i sda e
. (Payne,2008) agic 7Y 5la) o lia) d5lSa) i Leie alie) Ledalis Jlas

(Craswell et al. 1995; D. Fund et al. 2000; odaldl (e paell )
Balsam et al. 2003; Krishnan,2003; Francis et al. 2005; Richlet and
Omabye gixale ashy ) GIGEDN & 7LV laies dxalydl 3258 of Wang, 2010)
53 o Lulad gaball eliall paatil) 5 LS iy (00 ST Lelia (anaiia
Lip Al wlisd o (Balsam et. al.,2003) au)s cujelal 288 ¢ Jraall 2l )l
(Dunn and Mayhew, s cjedal WS ¢ Je) L)) 8a5a (90t uanadia (pralia
daadi 2ol LS dhelia gaball pawadd Wilsy) Lih ~LadVl 525 o) 2002)
&b eDenll dogana (o an S e Jpeanlls 30000 Al dgalse o Lelia
Sarl) o HSF ae e pyghaill A4S Jpants dxabal) Sllee ol RS Qi ¢ Gud
i Ll aaa 3 Adde (o Lae ¢ Amabuall Clilend igal) 6)5Y) B3 (st gd)s ¢
. (Klein 2002) (5aY) (olSally 43jlae yhail) CallSs (aldds) dags das)yall

:paball slall pawddl) Guulia —Y[Y]Y

YV,

YOOA D sl daa) yall g dsulaal) dlaa



daas jujallie daas 2 cililal) aal sl Leliall gawdil) 4y 3 i)

Ame Ao e LY L copme Jlae (8 Axabyall Aleny 4l gabiall Gaiadd ey
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il J8 V) iy Lacaste palall o (Sl (Yo o1 osie (S5 2al) L
¢l AA) s s delial Al Gl 2o e LYV o araly L) aglad]
ides ) g ladl) ClSyd Alea e JBY) e 7Y e drabiall (iiSe Juany of (Y400
(DeFond, 1992; Craswell ciluhall aS) xilé g Undl) 038 (g5iane e dralyall Calad]
G Lelia Lacadie aalill (455 S 4l et al., 1995; Robkob et al., 2011).
xahal el Alaa (e %)+ ) A delia QIS e %Y v oe JB Y Loaaly of
o DS lae aihing 8 amy gl Aeabiar o613 ) cAeliall oda GSHE (sgiue e
(e A58 aas dangg (pae U 8 aaall 308 GISHA diealie ) deliall (uds @lS )l
.(Krishnan, J., 2001) Jel&l ¢ Uadll & Glaall Jlaa) ) Lebbane lea) Dl

e (sl Laa paball celiall paadill Guld 488 Jea B 22 Y (B Laa
(Terry L Neal , du)y s agly ¢ daadiadl Ganliall CDUA) dain milul) (Guls
bl bl jaadill Wl jules a:y I ¢ Richard R Riley, 2004)
Aahidal) Gugliall Gand g ¢ Anldl Aadle SSY)LEAN) 3 Gfall) sac b ccillaal)
D h Cenliall oda aaly ¢ lliall aalal eliall Gavaddl Ll
o ool Aeliall 3 5yall o) Gl o el 138 ading 1A gadl Auasd) Gubie
b e Sl aaall b ¢ @ G ¢ dgalially AL Clelaly Hleall i LS
oaadill o} gy Ly« (Balsam et. al. ,2003) spall Iyl oliall ¢ Uil
delia Jlae g Alelall CSHEN (o A dms o Alailad) 3 Jidiy aalyall o lial
cleliall a3 Wb okt (DA e s Al die g Al Y] ¢ A
WSl S8V iy ¢ eluall plall & 58l Ao dias (g)smn Gl Gaealyalld
Chliay) dne e lin g Ui Ja0s 58l doaall (et WS ¢ g Uil Gl ddjaa s2c il
e el plhiy Lals dxale Gl yyelit 3 cgaball J8 Ge 5 L degad
diaal By ¢ 4pdlic e 4nds judl aaball e Lew ((Neal and Riley, 2004)
Jaal 138 8 Lpuladl) ciluhal) abiee o ddgd) danll (oliie lans 138 i sud)
(Balsam 4. cadic) ity (Neal and Riley, 2004) jsad (1o 4ilay 3 La a2
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1) Cpme g S b (G gumnmiiia (ysmabiall ying ¢ Goliiall 12g) G5 2 Alkdaal) dusn Guliha
Glef DA e Ngn ) cleluall (4 Gacadice gabdl e 3 ccliile S0 g
(Neal and Riely (g Aaldll e liall aidyma johi A o)) alans (arady ailaly)
¢ Adiad) cleUall o cpmaball ga el Gelad e Geliall 13a S5, s ,2004)
On ¢ gabal) laliy Al ddagall bV dxalyld) cleadd il oyl ojlicly il
el st Aaadle A (o5 ¢ e Sy aade IS 335 Cumy ¢ e Uil (0 el
g s23mall Adjrall e QYY) (S dane plUsd 6 (50l i) ) ) dealyll
eaball eliall (aadill Canial o lgie CHMEN] (mey Guliall 13g] dngys ¢ g Usdl
el gaball Ji (e o5 Al Balal) ageal) Sy Y 8 ¢ plaill paa e lalael
S clelad sae 8 ¢ LS (oK) (o Aralie (iSe Gaadiy 3 ¢ Uadl b

.(Neal and Riley, 2004) syl cileliall & Gacmiiall paas (S Y il

eliall aadill Guld Jlae (8 Gtlad) Guulidal ahdtin) el e ae)ll e

P e deliall B Guacadidl aoad e o gAY Gunliall G @llia o) V) aaljll

S 1Y Gysal) STl 6 ) ALYl delia S deadd) edie ) 53)50 S
. (Balsma et.al ,2003) 3ysall 45 Lagiys ol Callilly 36 (g Al By 58 llin

Ladly Lolie i Cibagall sy lafpall Bpud) dumn Galie o) bl (o,
G bl (maadiy pn (5 daiige Al daall ()55 Lotind ¢ e liall (aaiil
S ey Al A dmn D) 8 iy ¢ (uAY) Cpudliall e ST deliall ol
Clabdl Bl el aiy iy daabal 335a Cun G 4pdlia (e gaball £la
(balasem .el. al.,2003 ; chin and chi, 2009; Krishnan,2003; 45l
siaS gl Aaall ¢ carcello and nagy ,2004; cenker and nagy,2008)
gaball eluall aaadll (Wl Gl dan (ulbie aadiud 4ullalld ¢ aaball Gaaddl
& bl US A o &5 (e ¢ A Aelin (8 eDleall Classe Jlea) b Jiiall
AlSals Ganadill Cilags i ol slele aly o) o ¢ Adsad) pgiian Gus delia (S
Ve o i ) paadil) @lagy anli & (as o) Bia paasy panaddl)
oobie OleYl 8 Y Al ae (Gendl Ban e AYe e ST 0 Y)Y
L delia 8 deaball 4558 o ) 1ol ¢ L 4530 Jab eliall Gauadil
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Mgy Allal) o A3 539 Aranls aggda Y|V
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Sl WS pes bty clabaially ddleiall gl plal Gl sasall Alle il slas
ALY claliadyly i) Bl WSl aad Cus ¢ L) gal Ganils ellae] A
Caval Cua L) S8 o sedal gl aai Ml ¢ Al S daciall cilabiadyl
. (Blesener, 2012) 4l ye s ddlal cileglad) (g SN o

cpalad) o lulad 55 1Y L bl sasall Blle Ble 6 s ey
CDlAe Ay 23 Cun Apnba@Y) Al M3 & Al allad) Glaals dsaddly
(Beest et al., 4l 3hs¥l Gsuw 3l e Al ol Lals ¢ clall dasl z 3l
Olaca b ALl )l sagn 5505 Aradl 3w Lae Y 04 (Claes ¢ jlaigd ¢ 2009)
@iyl (Yoro ¢ uall sl et lagll ne) bl MY Al ilaglas d5ag
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dae Al VAA L Lle (V) alys VAVAGle (V) o8) aualiadl 4@ FASB jaal saall
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-( Azim & Helaluddin 2015). dalul ) e Yoy dallall ylal)

llall a3l a9 aggda — VY|V
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; Mahdavikou & Khotanlou , 2011 ¢ Y« +A caald €Yo VY 2aal ¢ Y)Y Olaea
¢Rahman & Yammeesri, 2010 ¢« Barth et al.,2008¢<Habib & Jiang, 2015
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Lol daliadl)l Il (e el aaaiiis (Dechow et al., 2009) dallall )
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Model R R Square Adjusted R Std. Error of the
Square Estimate
1 1262 .016 012 55.3958257
a. Predictors: (Constant), x1
ANOVA?®
Model Sum of df Mean F Sig.
Squares Square
Regression | 13593.907 1 13593.907 4.430 .036"
1 Residual | 837754.418 273 3068.698
Total 851348.325 274

a. Dependent Variable: y

b. Predictors: (Constant), x1

Coefficients?

Model Unstandardized Standardized t Sig.
Coefficients Coefficients
B Std. Error Beta
(Constal  7g5. | 4304 -182- | 855
1 nt)
x1 42.593 20.237 126 2.105 .036

a. Dependent Variable: y

Y Ll el sasa

X2 Gl dadl ) s

X3 doay )l

Regression;

Descriptive Statistics

Mean Std. N
Deviation
y 4'993171 55.7414628 275
x1 '139410 1653692 275
X2 1'35656 1.4598649 275
x3 '95232 10.9728047 275

Adaslall clyuaial) JWa) 2y cile Uadll JS

Variables Entered/Removed?

Mod Variables Variables [ Metho
el Entered Removed d
1 x3, x2, x1° .| Enter
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Model Summary®

Model R R Square | Adjusted R | Std. Error of Durbin-
Square the Estimate Watson
1 .996% 991 991 5.1899697 2.141
a. Predictors: (Constant), x3, x2, x1 b. Dependent
Variable: y
ANOVA?
Model Sum of Df Mean F Sig.
Squares Square

(F:r?gress' 844048.727|  3|281349.576 104459'é 000
1 Residual 7299.598| 271 26.936

Total 851348.325| 274
a. Dependent Variable: y b. Predictors: (Constant),
X3, x2, x1

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

(Constant) 110 462 237 .813
1 x1 -5.138- 1.915 -.015-| -2.682- .008

X2 .623 215 .016 2.898 .004

x3 5.071 .029 .998| 175.561 .000
a. Dependent Variable: y
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