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Measuring the Impact of Applying Corporate
Governance on the Relationship Between the
Complexity of Financial Reports and the Financial
Performance of Companies Listed on the Egyptian
(An Empirical Study) Stock Exchange

Abstract

Research objective: This study contributes to narrowing the
research gap in the accounting literature regarding the impact of
applying corporate governance mechanisms on the relationship
between the complexity of financial reports and financial
performance. The study also provides practical evidence from the
reality of the Egyptian business environment as one of the
emerging economies, regarding the impact of applying corporate
governance mechanisms. On the relationship between the
complexity of financial reports and the financial performance of
companies listed on the Egyptian Stock Exchange.

Design and Methodology: The research relied on the content
analysis approach in examining the financial reports of a sample
consisting of (46) non-financial joint stock companies listed on
the Egyptian Stock Exchange during the period from 2019 to
2022, with a total of (184) views, to test the research hypotheses
that stipulate the existence of an inverse relationship between the
complexity Financial reports and financial performance of
companies listed on the Egyptian Stock Exchange, and also the
presence of a direct impact of corporate governance mechanisms
on the relationship between the complexity of financial reports
and the financial performance of companies listed on the
Egyptian Stock Exchange.

Results: The research results indicate that the first hypothesis was
partially accepted regarding the existence of a significant inverse
relationship between the complexity of financial reports and the
financial performance of companies listed on the Egyptian Stock
Exchange. The existence of a significant inverse relationship
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between the difficulty of readability of financial reports and the
financial performance of companies listed on the Egyptian Stock
Exchange was accepted, and it was rejected. It relates to the
existence of an inverse relationship between information overload
and the financial performance of companies listed on the Egyptian
Stock Exchange at a significant level (5%), and accepting the
second hypothesis that there is a positive, significant effect of
corporate governance mechanisms as a moderating variable on the
relationship between complexity Financial reports and financial
performance of companies listed on the Egyptian Stock Exchange
are at a significant level (5%), emphasizing that applying
governance mechanisms effectively leads to improving the quality
of accounting disclosure, which leads to a decrease in the
difficulty of readability of annual reports, which leads to reducing
the complexity of financial reports, as well as improving Financial
performance of companies listed on the Egyptian Stock Exchange.
Based on this, the study recommends: the need for financial
report preparers to apply one of the readability measures to the
narrative disclosures in financial reports before publishing them
and making them available to users, as these measures are an
effective and inexpensive way to predict in advance the extent of
the success of financial report preparers in writing these reports in
a manner that suits their capabilities. And the characteristics of
users of financial statements, as well as motivating companies to
increase the level of application of corporate governance
mechanisms because of this positive impact on reducing the
degree of complexity of financial reports, and their
complementary impact on raising the level of the company’s
financial performance.

Keywords: corporate governance, complexity of financial
reporting, financial performance.
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