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The Impact of Convergence of the Associated Accounting
Standards* on Explaining the Relationship Between Peer
Pressure and Accounting Fraud in The Financial Statements
(Empirical Study)

Abstract:

This research aims to measure the impact of the
convergence of associated accounting standards on explaining
the relationship between accounting fraud in peer financial
statements and accounting fraud in the company's financial
statements.

The study sample is represented in 149 companies listed on
the Egyptian Exchange during the period from 2009 to 2022 listed
in six different sectors. The results of the study were reached using
GMM and 2SLS,The study found that the convergence of Egyptian
accounting standards with International Financial Reporting
Standards has an adverse effect on the level of accounting fraud for
companies listed on the Egyptian Stock Exchange, as the
convergence led to a decrease in the level of accounting fraud in
companies While there is a direct impact of the level of peer
accounting fraud on the level of corporate accounting fraud, which
means increasing peer pressure on the practice of accounting fraud
in companies, and finally the convergence of Egyptian accounting
standards with the International Financial Reporting Standards
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reduces peer pressure on corporate practices in accounting fraud in
financial statements.

Key words: (Convergence of the Associated Accounting
Standards - Peer Pressure - Accounting Fraud in The Financial
Statements - Generalized Method of Moments — 2 Stage least
Square)

*Convergence of the Associated Accounting Standards means Convergence
of Egyptian Accounting Standards with International Financial Reporting
Standards.
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GICS Sector Firms Freq. Percent
Consumer Discretionary 28 266 17.07
Consumer Staples 27 319 20.47
Health Care 15 174 11.17
Industrials 23 306 19.64
Materials 31 280 17.97
Real Estate 25 213 13.67
Total 149 1558 100.00
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YY) Aalad) ladiny AL 231l 4 oulad) (iall (Wil M-Score 73 sa aladial Sk
Beneish M-Score = -4.84 + 0.92*DSRI + 0.528*GMI + 0.404*AQI + 0.892*SGlI
+ 0.115*DEPI — 0.172*SGAI + 4.679*TATA — 0.327*LVGI

Beneish M-score:

1. DSRI = (Net Receivables t / Sales t ) / (Net Receivables
t-1 / Sales t-1)

2. GMI = [(Sales t-1 — Cost of Goods Sold t-1) / Sales t-1] /
[(Sales t — Cost of Goods Sold t) / Sales t]

3. AQI=[1+Current Assets t + PPE t / Total Asset t )]/[1-
(Current Assets t-1 + PPE t-1 + /Total Asset t-1)]

4. SGI = Sales / Sales t-1

5. DEPI = [Depreciation t-1 / Depreciation t-1 + PPE t-1] /
[Depreciation t / Depreciation t + PPE t]

6.  SGAI = [sales, general and administrative expenses t /
Sales t | / [sales, general and administrative expenses t-1 /
Sales t-1]

7. TATA = Total Accruals t / Total Assets t

8. LEVI = [LTD t + Current Liabilities t / Total Assets t
J/[LTD t=1+Current Liabilities t—1/Total Assets t—1]
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Variable Obs Mean Std. Dev. Min Max
MS 1558 -1.49 1.271 -4.406 .074
MS Peer 1558 -2.081 71 -3.712 -.55
Lev 1558 .281 .262 0 733
Size 1558 20.642 1.797 15.809 25.316
FCFF 1483 .008 A5 -1.454 .554
OCF 1558 .058 A1 -.178 27
Tang 1558 .348 .267 0 1.014
CPX 1558 .036 .037 0 104
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IFRS sdia <l ) S5 Jgaa (£/7) Jga

Freq. Percent Cum.
0 703 45.12 45.12
1 855 54.88 100.00
Total 1558 100.00

;0 2 bl Jsasll (e
%£0,1Y ddasiyall dulaall julae cold J8 Claaliall Jia ) dul) -
e A paddl julaall Qe aey Glaaliall claaliall dawi o) 25 iy
GO G ol Lo sa g %60 €,AA ALl slac Y Al gall el
LN ey g S Al all Ae

YOYY g€l wl ) aaal) Yoy oselall aladll



e gilgally alaall Gually eyl Lt ayy E3¥ell ypuity @l ibggsall dgulaall syylea aplas sl
olall gunas ppellagt [ o & Jyas @mas slyy /=

w58l (8 sl il G gl (A 4 gial) CEBBAY) muia 8 (San
o LS Adasi el daslaall julra o lES any 5 J8 ALl
S Adlal) il g8 B slaal) (fall 4 glaal) CBAY) Jgaa (/1) e
IFRS g W) a9

obsl obs2 St t p
Meanl  Mean2 dif Err value value
MS by IFRS: 01 703 855 -1.339 -1.615 277 .065 4.3 0
MS Peer by IFRS: 01 703 855 -2.191 -1.99 -2 .036 -5.6 00
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) Aad )Wl day JB ekl (e ey ASHA) (g e
e Uadll o Leadlalt axe g Adlaal) il Uasl) fpa Gila jladll

sAadlal) ad) 681 B alaal) (ERD) AiSpalipy LER) w

Allall i g8 & selaall (Rl ASaalian JLER) (/1) Joda

Lag LL LR df P FPE AlIC HQIC SBIC
0 -2518.76 1.61925 3.31984 3.32115 3.32335
1 -2400.35 236.81 1 0 1.38719 3.16516 3.16777 3.17217
2 -2394.75 11.2 1 0.001 1.37881 3.1591 3.16301* | 3.16962*
3 -2394.73 0.04126 1 0.839 1.38059 3.16039 3.16561 3.17442
4 -2391.9 5.6638* 1 0.017 1.37726* | 3.15797* 3.1645 3.17551
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Lo ¢ Salisn ALl il gl anslaall (al) o)) ) Agbad) ilill) s
il il il Al Ll gl (8 sl Gaall Al Gl sl oF ) ey
xie HQIC/SBIC il ¢lay¥) <l 538 <l jdise of s elgd Al iy siasally
L L8l A sl (mal) 5 oals Ay ) ad Lae ellal (s
il LAl
s M ddghas w

Variables (1) (2) (3) 4) (5) (6) (U] (8) 9
D MS 1.000
(2) MS_Peer 0.056** 1.000
(0.028)
(3) IFRS 0.109%**  0,140%** 1.000
(0.000) (0.000)
(@) Lev 0.057** -0.018 -0.003 1.000
(0.025) (0.478) (0.908)
(5) Size -0.127%*+ 0.015 0.114%** 0.033 1.000
(0.000) (0.567) (0.000) (0.194)
(6) FCFF -0.194%*+ -0.004 0,029 -0.180%%%  0.177%** 1.000
(0.000) (0.871) (0.270) (0.000) (0.000)
(7) OCF -0.104%* 0,028 -0.076%** -0.059%*  0.243%x* 0.795%%* 1.000
(0.000) (0.275) (0.003) (0.021) (0.000) (0.000)
(8) Tang 0.109%** 20,029 -0.118%** 0.088%%%  0.101%**  -0.110%**  0,172%** 1.000
(0.000) (0.247) (0.000) (0.001) (0.000) (0.000) (0.000)
(9) CPX 0.066%%*  -0.062%*  -0.083*** 0.079%%%  0.095%**  -0,094***  0316%**  0.396%** 1.000
(0.009) (0.014) (0.001) (0.002) (0.000) (0.000) (0.000) (0.000)

*** p<0.01, ** p<0.05, * p<0.1
) Al il s

5 sinna g o paill sulaall (aall (5 gie (o Aplad 3 pilie 43 5l Ao 2a i - |
(r=0.0558 p- %° 4siae s de ASEN sl )
) B g 8 el plaill el (iall 2ah ) ) Sz Les Lvalue=0.0277)
AS AN alsall lal) Gl jles 334 )

Ao yall dpuladll julea G oW G Agkad 5 58l dpuSe A8e 2 -
(r=-0.1085 p- %) 4isiea ssiwe dic ASHA1 sl Giall (o siuag
ol o jlae (aniad ) g3 38 )Wl ) ) eds Lee value=0.0000)
Ay paall dua ) 5l da jadll Sl b ladll

YOYT il il aaall Y9 Cselall ala )
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A sl a5 W) Gl 5 IS (05 ke Al Bya 5k Jal ) dde 22 53 -
il B alad)l (iall (g siue (s oY) Y (5 giuay Jsaal)
S %) %) %0 Lsima (ssiue e (g sie S0 @y IS Al L)
«r=0.1094 p-value=0.000)) «(r=0.0569 p-value=0.0247) 'l
s e (r=0.0658 p-value=0.0094)
4l laanil) g AS il ana G 3 dlie dhad Lo Ll A8 aa g -
Al gl A el (il (5 e Gy dplpadil] dpail) il 5 A8 al 3 jall
(r=-0.1271 p- & Gl 8 95) 4 sina (5 siee die IS Al AL
(r=-0.1041 p-value=0.000) «(r=-0.1944 p-value=0.000) <value)
Sl Lo
Gl (s g Cpp ABMa) paeadi o Adags sal) dpeilaall pulaa i 50 (bl
o adl A%yl aladiuly AS Al sl (Y (6 gia o o) BRI alaall
:GMM 4l
Ji GMM deendl a5 32ll 45y Hlay dalall (uldll JSUIe (e CadSI
to LS 3 gail) B gan Al CulS Al jall 3 g il Algal) el

GMM A&y jla; Al jal) i gad ok gillii aga JLIA) o
GMM 48y sk Al jal) 3 gad i il 32 g2 i LA (V/1) Jga

Endogeneity test

. . 4.99961**

GMM C statistics Chi2(1) 0.0254

Overidentification restrictions test
7.15955
s .
Hansen’s J chi2(17) 0.412
Test of Weak instrument

First-Stage R-sq 0.9157

First-Stage Adjusted R-sq 0.9125

First-Stage Partial R-sq 0.1399
. - 13.9774***
First-Stage (F- Statistics) —0. 0000

*** n<0.01, ** p<0.05, * p<0.1
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D) Galad) Jgaall Al s
P-value J4as o)) cus Endogeneity ik sl (uld JSLie a a5 a2 -
35a 0 paldll s dadl (il J g g panll (il Gimd g s Las %0 (e i
Uasl) any el )} iny e 58 5 EXOQENOUS 4 Jla iad Y Aliise < yiicia
GMM Zasnal a5 jall 48y yla 2235l LnSia K5y le 5o
Instrumental Variable ella¥) jaial Cina s 85 dlia o) -
%3),0Y z3saill & Y As yall paail) Jeles gldi)) dum zasalll b
selbal¥) paaiall 3V Al ) 3 sai Jsd g
@siae e Hansen JLidl o s 73 salll Ca 55 B335 a0 il s
VY E JdP-value Jded o) Cus zisaill Ciuagitagn Sple gag
daarall ol 485k Al Al Zisa el Aadla (e 2SEN 2y
fok WS sl 2l (2 e (S GMM
GMM daarall o g5all 48y jlay dus) jall (g 8 JLEAS (A7) J g2

Instrumental variables GMM regression
MS Coef. p-value Sig
L.MS Peer 1.128 0.026 >
1IERS -2.833 0.023 jaled
L.MS Peer*IFRS -1.121 0.027 ol
L2.MS +.105 0.007 i
L.Lev +.416 0.012 okl
L.Size -1.405 0.003 ool
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L.Size2 +.031 0.006 ool
L.OCF 1.374 0.030 jaled
L.Tang -1.041 0.097 *
L.Tang2 1.522 0.023 **
L.CPX -1.153 0.428
Constant 17.702 0.000 faioled
Year Fixed Effect Included
R-squared 0.225
Number of obs 799
Prob > chi2 0.000

*** n<0.01, ** p<0.05, * p<0.1

o) 2 Glad) Jsaadl (e

Gl g IS Hal sl (i3l 8 ol e %Y Y,0 Aul ol Zisad udy
(250 ) %0 e 8 pro>chi2 of dus (s sine IS

oimbad) ) (5 sine (38331 s e Ll adad) (R (5 gise 835 -
baa Gl o) Sl Hudhg (940 4 giaa (5 gl die Sl 3 pulail) Gl Hal
Aapaal) Sl 8 Al) L3l 8 aladd) (Rl A jlee G el laill
Ayl da ) 5y

Gl (5 sise e Aadi jall duslad) jplae )5 (g gine Se il aa gy
O Y s Lae €00 Ay sina (5 siasa e IS Ll AL 231 1 b ol
il b glse (adds ) g3 dari el danladdl julee (o lall
il 8l 8 el (gl & 8 el el S5y uds Lae oanlal)
A ) Ay sally s el IS Sl AL
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ool alaey Al juleall g 4 paddl Luladll Hulea o oplall Js oo
O Bl a1l 8 sl ial) A jlan b o)yl Jaaa (pe AL
Gl Ao elohall haa g colEl) g Jelill g gma uSe il cllia
O/OLJML;jmmULJ\@bﬂ\‘;‘:_uM\
43.1\...»5\ a_z\_a}\...ml\_a A_JLJ\ ?“‘ﬁd‘ ‘;\...n\;d\ u.udl‘\.ﬂ\;l\ g_\\_tj.\...ml\ )
O lld il g %) Ay sina (5 sle ie (5 sina (53 ke S 5 Ual (i i xie
b A, e aany ASLAl AL gl 6 aladd) (i) s
Sl Sl sl (el ks &6 <ol il iall 13a A jlaa
b laal (il il gie e 5 all i) claaill g giea il aa g Y -
Al aan dalae o i (U) i JS5 50 L1 2l 3 u_ut_us\
Mu&mu&}cgwjuﬁﬁﬂ\ @f&mjdjmjdb»
: IS il
LA\:\!\H‘)SL\CH.AJA}QLASY*,-LW:~,~V\ *Y-/\,2~0_:
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Curve fit for MS

[ J Observed

Quadratic

Jeail) Adas sie A< H& ana gy (V/1) JS&

13 sl 1) i 13 s dvia Hlle 7,9 Aaalall 2l V0L YY1 L8 Jalay
Ol Ales Cllsiue ane J8 Lo bl VO v e S8 aas oS
Gl WS ke Ve 38 ana ol ) LS gl il Al L)l b sladll
Sl Al a3 gl 8 sl (i) < g
Ol gie e Llasall Lawll Sl s oge (sgima Ll g
Y60 Ay sina (5 stuse dic S I AL Q3 g 8 sl
L jlas s o AS 53N A gale Aa a2 (g gine il g b
da 0 dalae () s (U) Gis JS3 23k ) il il (8 aalaal) (2
Jyma¥) A gale A 0 g e dalaas 5 simas il 4S8N J geal) A gala
IS Jsaill Al s (S5 65 sira 5 o 5 A8 A
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Jsaill Ak vie A8 il J gual G gale Aa j
t M Il en e g8 LS OGYE,Y = ),0¥Y KT /), 0 8) =

Curve fit for MS

[ Observed
Quadratic

Jsanl) ks wie 48 ) J el g gala da 2 i gy (/1) 84

SV Ge ASLEN Jgeal diisale dapn S 1Y Al L) d e
A ) 8 sl () A les Cligie dne JE Cogud OpTEY
Al gie <l 3 WIS 047, e Jaall A sals da o cal ) LSy ol il
Sl AL A 6 sl )
) (5 gia Cp ABad) juadl o Ada yal) dpulaall e cu U5 5l (uld
Cilay pal) 48y gl aladicdy A Al adaall (Rl (6 g o ol BI0 aadaall
12SLS (il yal) 53 (5 jhuall
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:2SLS A8y oy Al jal) gz gad i geilii B3 g LA -
2SLS Ay hay Al jal) 3 gad S il 33 g i JLIAS (4/7) st

Endogeneity test
. . 4.35833**
Durbin (Score) chi2(1) —0.0368
4.2506**
Wu-Hausman 0.039
Overidentification restrictions test
Sargan (Score) chi2(17)
Basmann chi2(17)
Test of Weak instrument
First-Stage R-sq 0.9157
First-Stage Adjusted R-sq 0.9125
First-Stage Partial R-sq 0.1399
. .. 15.6297**
First-Stage (F- Statistics) —0. 0000
*** p<0.01, ** p<0.05, * p<0.1

D Gl sl il s

P- Jl 4ad ol cus Endogeneity Jbials dals (dd JSLie 25 g ase -
Sl Gl Jsdy paall il by ey Lee %0 (e B3 value
=2 Lo 25 EXOQENOUS 4 ks el Y Aliie Gl jatie 35 50 paldll
53 sl ey all 48 jha aladin) Ladla S5 Le o g Uadll aay Lehals )|
2SLS (xiils )

Instrumental seliaa¥) juiall Cona sl A 83ea lia o) 28 Liw -
zosaill 3 AV Als yall daaill Jalas g8 ) Cun #3501l 3 Variable
eebihal¥) jaiall Y As ) 23501 55 %9, 0V

JLisls Sargan il of Sus ziselll Cina i 83 g |l 2
P- Jl 4 () Cams z gaill Gl i sa S le 8 5 (5530 & Basmann
28 AaSla (ge KU 2y il e v, EVOT 5 20Ty Jis value
e (Say 2SS Gila pall 53 (5 praall Cilay yall 43y oy Al all 723 5a
ol LS 3 gl il
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Ol sal) 53 (o sl g yal Ay phay Al Jal) Gag b GIAN () /1) Jgan

2SLS

Instrumental variables 2SL.S regression
MS Coef. p-value Sig
L.MS Peer 1.092 .037 kel
IFRS -2.711 .039 *x
L.MS Peer*IFRS -1.087 .04 **
L.MS 31 0 falelol
L2.MS 112 .001 ok
Llev 42 01 ek
L.FCFF 101 .849
L.Size -1.367 .012 **
L.Size2 .03 022 faled
L.OCF 1375 064 *
L.Tang -1.353 .038 ol
L.Tang2 1.863 .009 faloied
L.CPX 747 622
Constant 17.219 002 fakolad
Year Fixed Effect Included
R-squared 0.227
Number of obs 799
Prob > chi2 0.000

*** p<0.01, ** p<0.05, * p<0.1

2 ae A alliiyy (v, 00 0) %0 e B pro>chi2 o Cus s sie (S
GMM daarall a5 3l 48y yhay 4l jall 23 54
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L;D.AIA.AM uf.ud\ g;ﬁmé'&d\{)ﬂd ‘).13;1 ;“)L.\ﬂ ‘f.u}u‘ uaud\ LSJ:L».AA'BJ\,.I‘) -0
b @iy o) Sl il g 040 A giaa (5 giue e Sl 3l < HEl
Aasaadl lSpal b Al gl b sl sl A jles o) plall
GMM & _8all a5yl 48 jla il (e el S 4y jeaall G 5l

el Gl (5 gise o Adagi jall plae o8 (5 sine uSe il da 5 -
O D ) ) el Lae %0 & sine (5 e die IS A AL ) ) b
A el Sl Alall ) gal) b el () QiS5 oyl dyllad 0S4y
GMM°JM‘EJJA\2&)L@&UACH43HAS:\JM\MJ}AM

L jas A el haan (e ddadi el iladl ulee G ol Jig -
On delill g gima e ils @l ol i A 2308 b alaad) i)
4 sina (5 gl die Adlal) 230 gal) & el gl e ol laill daria g o L)
GMM 8l a5 3l 48 jha il (g prualil LS %0

ALl il gty Al a3l 8l 8 aalaad) (el A0 il sl il -~
O @l g <90) Ay sina (5 siua die (5 sine gk Sy Ua) (i 8 e
alysivay il Sadlipn el Gl il &80 ol yally il 1
.GMM 3_384ll 4 5 3=l

3 g _rall Gl yall 4y yhay 5 84l 48 5l ol el il Liagl 43lis L
GMM Adaarall a5 521l 48 )l ol 10285 20 2SS (sl

AlEial) & gad) g il gil) g zeilil) 3 aubiad) acdl)

o] Al il

ol LS ilis (pe gl Jemn il 23 e i e (S
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(S siana g ol Bl el ) (5 sie (g dpdad 3 5l 4935k ABDe aa g8 )
(r=0.0558 p- %° disiaa e e A sl s
3% (s 8 el haill ladl Gial) 3L ) o) S e Lvalue=0.0277)

Al adaall (el il jlae 3l )

ot jall Aol e (N G Ashad 3 il dpuSe Ao 2 g Y
(r=-0.1085 P- %" Lisine (s sie dic Al o) (i3] (5 ginsas
Gl las (addd I g 8 ol o) )l L value=0.0000)

A yeaall a sl daaall IS AN b adaall 2l

A gale da 5oy JU) Gl JSon (8 pilie Adad 200k Jali ) A83le a3 Y
il gl 3 el (iRl (5 siae s sl BEY) (5 sy Jsal)
e %) %) %O Ay sina (5 slua die (5 sina S8y ¢l SIS AN AL
«r=0.1094 p-value=0.000)) «(r=0.0569 p-value=0.0247) J

S5l Jde (r=0.0658 p-value=0.0094)

Lamill laaatl) o AS il ana (g 3 il had e Ll ) ABe aa g f
o el (Il s siae Gy Agbaadill 4paail) el y A8 AL 3 Al
(r=- LA CEdadl 8 05) dysima (5 st die IS AL AL Q3 Gl
(r=-0.1041 p- «(r=-0.1944 p-value=0.000) <0.1271 p-value)

Sl e value=0.000)

Gy g Al LAl pulaal) el (& ol e 96T Y, 0 Al jall Zigad pudy 0

(400 0) %0 e BB pro>chi2 o) Cus s sine JS

ol ) (5 siase 833 i el dadl) (5l (5 gia 33l T
Sba o ‘;\ Sy Jnin g (950 A gina (5 glua dic Sy a).\k.d\ Q\S)ﬂj

Ayl a5l A Hadll
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S siua o dasi pall dpulaall julae G G (5 gine uSe S g Y
L) i e S ) (g i ) ol sl (3 801 )
S 8 salaall (al) G 6 o Alad 2y ads Lea anlaal

,).'UM\ J\Js::)( @}J\ _)ﬁ\.a.db Z\_U..A.d\ :\_.\ubd\ ﬁ\.uuz\.aa_\)\sﬂ\dh,} ./\
O s Al i gal) sl iRl A jlae 8 o) kil dazaa (e AL
gl e elohill haa g colEl) g Jelill g gma uSe ili cllia

00 4 gira (5 g dic ALl 23 58 A suladll

Al il siadly ) 31 8l 8 aalad) iRl Al cl i) il 4
Ol a5 9%) 4y gina (5 e die (5 sima (53l S g Unal (8 58 2ic
G AS,al o daraay A8 A Al 8 bl (el A jlae
Sl Sl ol il il AUl cl il aall 1 A jles

& laall (il Gl st e b ad) Lol clsall g gima Hiliaa g Y )

Ay yeaall da sl daaall ISl 8 Al Ll 3

AS 5l ana dalee o)) s (U) s JS3 33k 40 3l gl 8 aidaal)

(S5ray 2 50 AS LAl aaa o je el 5 (5 5ia 5 Al

ol il siae o Aladil) Lol Bl s ge g giee Ll aa g Y

00 4 sina (5 giua die SIS AT A 2 8l & slsall

a0 dalae ) Gas (U) G JS3 23l Al o) gall sl i)
Jomal) s sale da )3 g s Jalra g (5 sima s b A8 Al J pua¥) A gala

(S e g i ga A8 AN
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