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Abstract

Although many countries have implemented corporate governance reforms, empirical assessments of
their effectiveness remain scarce, particularly in emerging economies like Morocco. This study aims to
bridge this gap by examining the impact of Morocco’s 2008 Corporate Governance Code on earnings
management practices among firms listed on the Casablanca Stock Exchange over the period 2018-
2022. Using the Generalized Method of Moments (GMM) on a panel dataset of 34 firms, the findings
reveal that board independence and the Moroccan nationality of the board chair are negatively and
significantly associated with earnings management, suggesting their effectiveness in mitigating
opportunistic financial reporting. Conversely, gender diversity and the frequency of board meetings are
positively and significantly related to earnings manipulation, indicating that, under certain conditions,
these governance attributes may inadvertently enable such behavior. Furthermore, board size shows a
positive but statistically insignificant relationship, suggesting that increasing board membership does
not necessarily curtail earnings management. Overall, this research provides new empirical evidence
on the outcomes of governance reforms in Morocco and enriches the understanding of corporate
governance mechanisms in emerging market contexts.

Keywords: Earnings management; Board of directors; Cultural values; Morocco; Emerging markets;
COVID-19.

Introduction

As of 2024, mitigating fraud-related risks,
including earnings management, remains a
global priority for firms. According to the
Association of Certified Fraud Examiners (2024),
58% of fraud cases are detected through
proactive board oversight, underscoring boards’
pivotal role in risk prevention. This highlights the

necessity of ethical practices and transparent
environments to safeguard shareholder and
stakeholder interests (Garcia-Olalla and
Vazquez-Ordas, 2024). Earnings management
has emerged as a critical concern in emerging
markets. Almarayeh and al. (2024) argue that
corporate governance mechanisms often fail to
align with institutional context-specific nuances,
which explains the prevalence of earnings
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management in emerging markets. Furthermore,
56% of publications on corporate governance
and earnings management have been produced
between 2018 and 2024, reflecting a growing
academic interest in this topic over the past six
years (Chemmaa and Ibrahimi, 2025).

Similar to Western companies, accounting
scandals have also affected the African continent.
Kaituko and al. (2023) showed that financial
statement fraud has become common in many
manufacturing companies listed on the East
African Stock Exchange Association. Likewise, in
Morocco, several companies have been accused
of manipulating their financial results (Ibrahimi
and Baghdadi, 2024). These accounting scandals
have shaken investor confidence in the accuracy
of the accounting and financial information
provided by the Moroccan stock market, thus
questioning the effectiveness of governance
mechanisms. In addition to these scandals, the
Moroccan stock market has experienced several
events, such as the adverse effects of the 2008
global financial crisis, the Arab Spring in the
MENA region in 2011, and various geopolitical
events, leading to a loss of approximately 6.40%
of its market capitalization in 2015 and 6.70% in
2020 (Ibrahimi and El Baghdadi, 2023).
Consequently, future research should prioritize
examining the relationship between corporate
governance and earnings management,
especially in emerging economies within the
Middle East and North Africa (MENA)
region(Afifa and al, 2022; Chemmaa and
Ibrahimi, 2025).

To restore stakeholder confidence in the
Moroccan stock market, the National
Commission for Corporate Governance (CNGE)
developed the first Moroccan Code of Good
Corporate Governance Practices in 2008. The
main objective of this code was to enhance
governance mechanisms, improve transparency,
and mitigate risks. However, to date, no study has
provided evidence on the effectiveness of this
governance code in improving the quality of
financial reporting following crises such as the
COVID-19 pandemic and the 2018 boycott
movement. Similarly, Ibrahimi and Baghdadi
(2024) highlighted the need to assess the code’s
effectiveness in mitigating risks related to
earnings management. These findings emphasize
the crucial role of boards of directors in
strengthening financial transparency and control
mechanisms.

In this context, our study aims to assess the
effectiveness of the 2008 Moroccan Corporate
Governance Code by analyzing the impact of

board characteristics on earnings management
practices among companies listed on the
Casablanca Stock Exchange between 2018 and
2022. It examines factors such as board size,
board independence, CEO duality, gender
diversity, and financial expertise of board
members, drawing on the recommendations of
Almarayeh and al. (2024) and Saleh and al.
(2022), who explored these issues in the MENA
region.

This study has important implications for
academics, practitioners, and policymakers. For
the academic community, this research
contributes to the literature by analyzing
governance mechanisms in an emerging market
like Morocco. Unlike studies primarily focused on
developed economies, it highlights board
characteristics such as size, independence,
gender diversity, board meetings, and the
nationality of the board chair, providing a
detailed analysis in response to suggestions from
researchers such as Ibrahimi and Baghdadi
(2024), Attia and al. (2022) and Al-Haddad and
Whittington (2019). Additionally, our study
paves the way for future comparative research
exploring differences in governance mechanisms
between developed and emerging economies.
For practitioners, the results highlight the
importance of enhancing board diversity,
strengthening board independence, and
improving the financial expertise of directors to
enhance the quality of strategic decisions and
financial reporting. In the African context, where
emerging financial markets face challenges such
as economic volatility and evolving regulatory
frameworks, these recommendations are
particularly relevant. They can help mitigate
opportunistic earnings management practices,
improve financial transparency, and boost
investor  confidence—crucial factors for
attracting capital and supporting economic
development in the region.

For regulators and policymakers, particularly
regulatory authorities in emerging economies,
this study highlights the importance of board
chair nationality, board independence, and
gender diversity in enhancing the effectiveness of
corporate governance mechanisms. These
factors play a crucial role in strengthening
transparency and the quality of financial
reporting, especially in an economic context
shaped by the COVID-19 pandemic and the 2018
boycott movement. The study also underscores
the need to align corporate practices with
national regulations to ensure stable and
equitable governance.
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The paper proceeds as follows: Section 2
develops the theoretical framework and
hypotheses, Section 3 outlines the sample,
variables, and research methodology, Section 4
presents the empirical results, Section 5
discusses the findings, and Section 6 concludes.

Literature Review

Context

Over the past decades, the MENA region has
undergone significant transformations, with
major reforms aimed at modernizing
institutional and financial infrastructures
(Ibrahimi and al., 2021). In this context, Morocco
has distinguished itself through ambitious
initiatives to strengthen its institutional
framework and modernize its financial sector.
Since the 2000s, the country has undertaken a
series of reforms to align its practices with
international standards, enhance transparency,
and increase its global attractiveness (Ibrahimi
and Baghdadi, 2024). These efforts have
intensified in recent years, with measures
focused on consolidating macroeconomic
stability and strengthening resilience against
international crises, paving the way for
sustainable and inclusive growth. In 2023,
Morocco demonstrated remarkable economic
resilience in the face of multiple shocks, including
the COVID-19 pandemic, drought, and inflation.
The country recorded a growth rate of 3.4%,
while inflation was reduced to 1.7% in 2024
(Word Bank, 2024). This performance was
supported by major structural reforms, such as
the restructuring of state-owned enterprises and
the rationalization of public spending. These
initiatives aim to enhance governance and
stimulate employment, particularly for SMEs,
further consolidating macroeconomic stability
(IMF, 2024). At the same time, Morocco has
strengthened its attractiveness to foreign direct
investment (FDI), positioning itself as a regional
hub in strategic sectors such as automotive,
aerospace, and renewable energy. The rise of
Greenfield projects, particularly in green
hydrogen, has contributed to this momentum (EY
Attractiveness Africa, 2023);

On the financial front, the Casablanca Stock
Exchange posted strong performance in 2023,
with the MASI index rising by 12.80% and the
MASI.20 index by 15.44%. This growth was
driven by the finance, energy, and construction
materials sectors. Market capitalization reached
626 billion dirhams, reflecting the stock market's
resilience despite a volatile international
environment (Casablanca Stock Exchange, 2023).

In terms of governance, Morocco ranks among
the top 20 African countries according to the
Ibrahim Index of African Governance (IIAG), with
a score of 62/100 in 2024. While the country
performs well in security and economic
development, further efforts are needed to
improve transparency and human rights to align
with leading African nations such as Mauritius
and Seychelles (Bangoura, 2024).

Moreover, Morocco has strengthened its
strategic position in Africa, becoming the
continent's second-largest investor, with foreign
direct investments exceeding $800 million in
2021. This growth has been particularly driven
by its reintegration into the African Union in
2017, further solidifying its role as a regional
economic and financial hub (Ibrahimi and
Baghdadi, 2024). This dynamic is also supported
by  South-South  cooperation and the
implementation of the African Continental Free
Trade Area (AfCFTA) (IFC, 2021).

In this evolving landscape, studying corporate
governance in Moroccan firms is particularly
relevant. The impact of board characteristics on
earnings management remains a critical area
requiring  further exploration, especially
regarding accounting manipulations and the
evolution of governance practices within the
country. Ibrahimi and Baghdadi (2024) have
shown that Moroccan firms engage in earnings
management practices. They suggest that
examining the effectiveness of governance
systems in preserving financial information
quality is essential. The 2008 Moroccan
Corporate Governance Code introduced key
recommendations to enhance corporate
governance, particularly concerning board
structures. It advocates for at least one-third of
board members to be independent, ensuring
objective  decision-making and mitigating
conflicts of interest. Additionally, it encourages
gender diversity on boards, enriching
perspectives and expertise. The Code also
recommends regular board meetings to ensure
effective oversight and strategic decision-
making. These principles align with the "comply
or explain" mechanism, allowing companies to
deviate from recommendations as long as they
provide justifications, thereby encouraging the
adoption of best governance practices. This
framework balances flexibility with
accountability, ultimately reinforcing
transparency and improving corporate
governance quality.
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Hypotheses

Earnings management is defined as a process
where managers adjust financial information
while complying with accounting standards to
achieve the organization's desired objectives
(Davidson and al., 1987). According to Schipper
(1989), this practice is often used by managers to
avoid losses or declines in results. Persakis and
latridis (2015) argue that earnings management
is used by managers to mitigate negative
reactions from investors, particularly when their
financial performance deteriorates. Hsu and
Yang (2022) emphasize that earnings
management played a key role during the
economic crisis related to the pandemic by
helping companies temporarily mask their
financial difficulties. Finally, Haw and al. (2005)
show that companies tend to report positive
results to maintain the stability of their stock
prices, prepare for operations such as IPOs, or
avoid sanctions like delisting.

Lo (2008) shows that earnings management
includes two forms: accounting earnings
management and real earnings management.
Accounting earnings management occurs when
managers take advantage of the flexibility
provided by accounting standards to make
discretionary adjustments, either to improve or
worsen the income statement. Real earnings
management is defined as decisions made by
managers to influence the actual activities of the
company, such as abnormal cash flows, abnormal
production costs, and abnormal discretionary
expenses.

Board Size

The literature provides mixed results regarding
the impact of board size on earnings
management. The first category suggests that a
large board is effective in limiting earnings
management practices and beneficial in terms of
sharing knowledge and opinions among
directors (Rajeevan and Ajward, 2020). For
instance, Hunjra and al. (2025) demonstrate that
in South Asian listed companies, a larger board
has a significant negative effect on earnings
management, indicating that larger boards
contribute to reducing such practices. Similarly,
Lu and Boateng (2018) argue that a large board
can enhance board effectiveness in supervision
and control, thus helping to limit earnings
management, especially during periods of crisis
(Hsu and Yang, 2022). However, another strand
of research supports a small-sized board. In this
regard, (Abdou and al., 2020) show that a small
board is effective in reducing earnings
management practices because it fosters

communication, coordination, and quicker
decision-making. Thus, a large board seems to be
less effective due to bureaucracy and conflicts
that may arise among directors (Jamaludin and
al,, 2015). Finally, some researchers report a non-
significant relationship between board size and
earnings management (Almarayeh and al. 2024;
Le and Nguyen, 2022), suggesting that the board
size does not directly influence the ability to limit
earnings management practices. In this study, we
consider that board size is negatively associated
with earnings management. This hypothesis is
based on the 2018 report from the Moroccan
Institute of Directors, which states that the board
of directors is responsible for evaluating internal
control mechanisms, preventing opportunistic
behavior, and improving the quality of financial
reporting.

H1: Board size has a negative relationship with
earnings management in Moroccan companies.

Independence of the board of directors

According to agency theory, the independence of
the board of directors is considered an effective
control mechanism to limit earnings
management practices and reduce agency
conflicts (Fama and Jensen, 1983). In this regard,
Almubaydeen and Al-Eyasrah (2025) showed
that board independence significantly reduces
earnings management practices in industrial
companies listed on the Amman Stock Exchange.
This suggests that external directors play a key
role in overseeing management's actions by
offering valuable advice based on their
experience (Saona and al. 2020). Furthermore,
Attiaand al. (2022) and Paul and al. (2023) found
a negative relationship between board
independence and earnings management. They
concluded that the presence of independent
directors strengthens the control and oversight
system, thereby reducing these practices.
Similarly, Beasley (1996) demonstrates that the
probability of detecting financial fraud is lower in
companies with a higher proportion of external
directors. However, Saleh and al. (2022) suggest
a positive relationship between board
independence and earnings management in a
sample of 480 non-financial companies from
MENA countries between 2012 and 2019. They
explain this finding by the power of large
shareholders to appoint friends or family
members as external directors, which could
influence the board's effectiveness. Finally,
Almarayeh and al. (2024) and Paul and al. (2020)
did not find a significant relationship between
board independence and earnings management
in the MENA region and Nigerian companies,
respectively. Additionally, Park and Shin (2004)
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argue that external directors fail to reduce
earnings management, particularly in cases of
income smoothing or loss avoidance. In this
study, we hypothesize that the presence of
independent directors is likely to strengthen the
control system and reduce earnings management
practices. This hypothesis aligns with the
recommendations of the Moroccan Corporate
Governance Code of March 2008, which
emphasizes the importance of non-executive
directors possessing the objectivity and
independence necessary to perform their duties
effectively and impartially (Moroccan Capital
Market Authority, 2008).

H2: Board independence has a negative
relationship with earnings management in
Moroccan companies.

Gender Diversity

Gender diversity, particularly the representation
of women on boards of directors, continues to be
a topic of debate in the literature, especially
regarding its impact on earnings management
practices. Several studies suggest that gender
diversity is negatively associated with earnings
management (Almubaydeen and Al-Eyasrah,
2025; Huang and al,, 2021; Mensah and Boachie,
2023). In this regard, Almubaydeen and Al-
Eyasrah (2025) demonstrated that gender
diversity improves the quality of financial
outcomes in large listed companies in India.
Furthermore, Mensah and Boachie (2023) found
that an increased presence of women on boards
enhances the effectiveness of management
control, thereby better meeting stakeholder
expectations. Female directors are also perceived
to possess specific skills in overseeing
management, adopting more conservative
strategies, and avoiding earnings management
practices to protect the company’s reputation
(Garcia Lara and al, 2017). However, another
strand of research supports a positive
relationship between gender diversity and
earnings management practices (Biswas and al,,
2022; Fan and al,, 2019). Biswas and al. (2022)
observed that gender diversity does not mitigate
earnings management practices in Indian
commercial banks, attributing this to the
predominance of men and a highly masculinized
organizational culture (Sheedy and Lubojanski,
2018). Finally, some studies report an
insignificant relationship between gender
diversity and earnings management (Almarayeh
and al., 2024; Kalantonis and al., 2021). In our
research, we hypothesize that gender diversity is
negatively associated with earnings
management. This hypothesis is consistent with

the findings of a report by the International
Finance Corporation (2022), which analyzes the
impact of gender diversity on board effectiveness
in Morocco, particularly within the framework of
reforms mandating female representation of
30% by 2024 and 40% by 2027.

H3: Gender diversity has a negative relationship
with earnings management in Moroccan
companies.

Board Meetings

The frequency of board meetings is considered
an effective control mechanism aimed at
enhancing the board's efficiency in performing
its  duties, particularly in overseeing
management's actions (Almarayeh, 2021). A
strand of literature supports a negative
relationship between the frequency of board
meetings and earnings management (Bajra and
Cadez, 2018; Eze, 2017; Hunjra and al,, 2025). In
this regard, Hunjra and al. (2025) showed that a
higher frequency of board meetings significantly
reduces earnings management, suggesting that a
more active board helps limit discretionary
earnings management practices. Similarly, Eze
(2017) demonstrated that the board of directors
is expected to plan meetings to address the most
critical issues related to company management
and fulfill its oversight and management tasks.
However, Menon and Williams (1994)
emphasized that a low frequency of board
meetings significantly reduces its effectiveness in
control. Another strand of literature suggests a
positive relationship between board meetings
and earnings management (Almuzaiqer and al,,
2022; Attia and al, 2022). Frequent board
meetings present an opportunity for executives
to manipulate earnings figures (Attia and al,,
2022a), meaning that board members may waste
time in meetings rather than focusing on their
primary function of overseeing and controlling
management's actions (Almuzaiger and al,
2022). Some studies, however, suggest no
significant relationship between board meetings
and earnings management (Chatterjee and
Rakshit, 2022; Kjerland and al, 2020). The
results of these studies indicate that board
meetings may not influence the limitation of
earnings management practices, which could be
justified by the lack of expertise within the board
(Chatterjee and Rakshit, 2022). In this study, we
consider that the frequency of board meetings is
positively associated with earnings management.
This hypothesis is supported by the findings of a
report on governance and gender equality in
Morocco conducted by the International Finance
Corporation (2022), revealing that 82% of
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respondents indicate that their board regularly
discusses the company's strategy, suggesting that
meetings are more focused on strategic
management and performance monitoring
rather than strict oversight of management's
actions.

H4: The frequency of board meetings has a positive
relationship with earnings management in
Moroccan companies.

Nationality Of the Chairman of the Board

The nationality of the chairman of the board, as a
carrier of cultural values, plays a significant role
in corporate governance practices. Amin and al.
(2025) demonstrated that the nationality of the
chairman reflects his or her cultural values,
which contributes to improving financial
transparency and significantly influences
earnings management, particularly in contexts
where formal institutions are underdeveloped.
Kato and Rockel (1992) showed that cultural
differences between American and Japanese
CEOs influence their management styles and
financial = decisions, including  earnings
management practices. Jalbert and al. (2007) also
highlighted that the nationality of the CEO affects
key aspects of corporate governance, such as
compensation, performance, and management
approaches, underscoring the impact of national
culture on managerial and financial decisions.
Bouaziz and al. (2020) revealed that the
nationality of the CEO has a positive and
significant relationship with the quality of
financial information, suggesting that national
culture influences the transparency and
reliability of financial reporting. Our paper
argues that the nationality of the chairman of the
board is negatively associated with earnings
management. Our idea is based on the findings of
a PwC (2021) conducted in 2021, titled "Global
Culture Survey," which emphasizes the
importance of cultural values in promoting
transparency and mitigating risks within

organizations, particularly in the context of the
COVID-19 pandemic.

H5: The nationality of the chairman of the board
has a negative relationship with earnings
management in Moroccan companies.

Data and Methodology
Data And Variables

Our initial sample consists of 76 companies listed
on the Casablanca Stock Exchange between 2018
and 2022. After excluding 13 financial companies
due to the specificity of their regulations, and 29
companies with missing data, our final sample
consists of 34 listed companies over the 5-year
period, totaling 170 data points. The financial
data and information related to the governance
bodies of these companies were manually
collected from the companies' annual reports.

The main dependent variable used in this study
is the discretionary accruals account, which
serves as an indicator of earnings management,
following the Kothari and al. (2005) model. This
model is preferred for its ability to accurately
capture discretionary accruals in non-financial
companies, unlike other models (Costa and
Soares, 2022). Additionally, it incorporates
return on assets (ROA) to control for extreme
operating performance, which reduces bias in
estimating discretionary accruals (Al-Shaer and
Zaman, 2021). Moreover, the Kothari and al.
(2005) model provides superior explanatory
power compared to the Dechow and al. (1995)
and Caylor (2010) models, particularly because it
accounts for both past and present performance
of the company (Uddin, 2023). Therefore, this
model remains a widely used tool by researchers
for its effectiveness and simplicity (Almarayeh,
2024; Bilal and al., 2024).

We estimate discretionary accruals using the
Kothari and al. (2005) model as follows:
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TA; 1

= B +B1At_1 + B

Where:

AREV,, — AREC;, 5 PPE,,

3 + BuROA; + &
Ajr_q

TA;;: Total accruals of company i for fiscal year t, measured by the difference between net income and

operating cash flows;

A;¢_q: Total assets of company i for fiscal year t - 1;

AREV;:: Change in revenue of company i from year ¢t - 1 to t;

AREC;;: Change in total receivables of company i from year t - 1 to t;

PPE;;: Net value of property, plant, and equipment of company i for fiscal year t;

ROA;;: Return on assets of company i for fiscal year t.

Bo, B1, B2, B3 et B,: Estimated coefficients of the model;

&+ Residual, serving as a proxy for discretionary accruals.

This study incorporates a range of independent
and control variables to examine the
determinants of earnings management. The first
key independent variable, board size (BS),
represents the total number of members on the
board of directors. The second independent
variable, board independence (BI), is measured
by the number of independent directors on the
board. The third variable, gender diversity (BG),
is measured by the proportion of women on the
board of directors. The frequency of board
meetings (BM) is measured by the number of
meetings held by the board. Finally, the
nationality of the chairman of the board is a
binary variable taking the value 1 if the chairman
is Moroccan, and 0 otherwise. The data for these
variables come from the annual management
reports filed with the Casablanca Stock Exchange.
In addition to these independent variables, we
incorporate several control variables that
account for structural and contextual factors
influencing earnings management practices.
These include the health crisis (COV), which
takes the value of 1 for the years 2020 and 2021,
corresponding to the COVID-19 pandemic period,
and 0 otherwise; foreign ownership (FO),
measured by the percentage of shares held by
foreign investors; return on assets (ROA),

Table 1 provides a detailed presentation of the
dependent, independent, and control variables,

calculated as the ratio of net income to total
assets; institutional ownership (I0), representing
the percentage of shares held by institutional
investors; family ownership (FOWN), which
takes the value 1 if the company is controlled by
a family and 0 otherwise; and the financial
expertise of the audit committee (FE), measured
by the number of directors with financial and
accounting expertise.

To strengthen the robustness of our results and
limit potential estimation biases, we conduct
additional analyses by including alternative
control variables commonly used in the
literature. These include ownership
concentration (CN), measured by the percentage
of shares held by the largest shareholder; audit
quality (AQ), which takes the value of 1 if the
company is audited by a Big 4 firm, and 0
otherwise; firm age (AGE), measured by the
number of years since the company was founded;
firm size (FS), measured by the logarithm of total
assets; growth opportunities (GW), measured by
the change in revenue from t-1 to t; and leverage
(LEV), measured as the ratio of long-term debt to
total assets.

including their definitions, measurement
methods, and data sources. Additionally,
Appendix 1 presents the descriptive statistics of
the variables used in the analysis.
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Table 1. Variables, measures, and sources

Variable | Label [ ] Measure | Source
Dependent variable
I DA Absolute value of discretionary accruals measured using the Kothari Casablanca Stock
y and al. (2005) model. Exchange
Independent variables
Board size BS Total number of members on the audit committee. cas;l:(l:}?::j:“k
H
Board independence BI Number of independent directors on the board. Cas:;slil:;:::gsetock
Gender diversity BG Proportion of women on the board. Cas;l:{l:::;gs:ock
Board meetings BM Number of board meetings. CasaElz(l::::gSetock
Naticnality of ie Bosid chisivian NCB Dichotomous variable that takes the \fal\ie 1 ifthe board chairman is Casablanca Stock
» Moroccan, otherwise 0. Exchange
Control variables
Dichotomous variable that takes the value 1 for the years 2020 and N _
covin oy 2021 (COVID-19 pandemic period), and 0 otherwise. WoHd Bank
Foreign ownership FO % of common shares held by foreign investors. Cas;b\’l::::as:ock
. 5
Return on assets ROA Netincome ratio relative to total assets. Cas;lil:}?::gs:ock
Institutional ownership 10 % of common shares held by institutional investors. Casal—:lil:lrl‘ac;gset =
y _ . Dichotomous variable that takes the value 1 if the company is family- Casablanca Stock
Family ownership FOWN . ’ -
' controlled, otherwise 0. Exchange
Finangial expertise of theaudit FE Number of directors with financial and accounting expertise. Casshianca Stack
committee Exchange
Ownership concentration coe % of common shares held by the largest shareholder. Cas;‘i‘::::;:“k
Audit quality AQ Dichotomous variable that takes the value 1 if the company is audited Casablanca Stock
quality by a Big 4 firm, otherwise 0. Exchange
Firm age AGE Number of years since the company’s establishment. CasaEliI:s::aS:cck
= -2
Firm size FS Natural logarithm of total assets. Cas;lil;\::gsetock
Growth opportunities GW Revenue variation between year t and t-1. Cas;l;l;rlx::::ock
g
Leverage LEV Long-term debt ratio relative to total assets. Gazalitaica Stk
Exchange
Methodology term in the differenced equation, rendering fixed

This study examines earnings management
practices using discretionary accruals (DA) as the
dependent variable to identify whether
executives adopt an upward or downward
earnings management strategy. The dataset
covers a five-year period and is structured as a
panel, which allows for simultaneous
consideration of both cross-sectional and time
dimensions. To analyze these data, the
Generalized Method of Moments (GMM) with the
two-step estimator of Arellano and Bond (1991)
is chosen due to its efficiency in handling the
specifics of panel data and controlling for
endogeneity issues. This method is widely
preferred for dynamic panel data analysis,
particularly due to its ability to address
endogeneity problems, especially when the
dependent variable is correlated with the error

— Main regression analysis:

effects (FE) and random effects (RE) models
inappropriate (Baltagi and al., 2009). The GMM
estimator overcomes this limitation by using
lagged values of both dependent and
independent variables as instruments, ensuring
their correlation with the explanatory variables
while remaining uncorrelated with the error
term  (Garcia-Herrero and al, 2009).
Furthermore, the two-step GMM estimation
handles heteroscedasticity and provides robust
results, even in the presence of over-specified
moment conditions (Féve and Langot, 1995).
This method is also widely adopted in academic
literature (Jawadi and al., 2025; Ganda, 2024)
due to its robustness and efficiency in analyzing
dynamic panel data.

In our analysis, we consider the following
regression equations:

DAi,t =a+ ﬁl BSi,t + BZ Bli,t + ,83 BGi,t + ,84 BMi,t + ﬁSNCBi't + ﬁ6 COUid,:'t + ,87 FOi,t + ﬁ8 ROAi,t
+ B9 10, + B9 FOWN;, + B10 FE,, + ¢,

— Robustness check:
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DA;y = a+ B1BS;. + B2 Bl;, + B3 BG;, + f4 BM; . + BSNCB;, + f6 CO; + B7 AQ; . + B8 AGE

+BIFS; + B9 GW; + P10 LEV;, + &

Where a and B_i are the parameters of the equations, and ¢_it is the error term.

Our empirical analysis relies on six regression
models. The correlation matrices of the variables

(

Appendix 2) indicate low correlation levels, and
the Variance Inflation Factor (VIF) tests show
values below 10. These results confirm the
absence of multicollinearity issues in our
analysis.

Results

Descriptive Analysis

Appendix 1 presents the descriptive statistics of
companies listed on the Casablanca Stock
Exchange for the period 2018-2022. The average
value of discretionary accruals is -0.9653, with a
minimum value of -0.9653 and a maximum value
of 0.6295. These results indicate that executives
of companies listed on the Casablanca Stock
Exchange tend to favor downward earnings
management rather than upward earnings
management. These results are consistent with
the findings of Ibrahimi and Baghdadi (2024) in
the Moroccan context for the period 2012-2021,
as well as with the work of Hsu and Yang (2022)
conducted in the UK during the health crisis.
Thus, these elements reinforce the relevance of
our results within the existing literature on
earnings management. The average number of
board members is between 9 and 10 directors,
with a minimum of 4 and a maximum of 15.
Although the Moroccan Governance Code of 2008
allows companies the freedom to determine the
size of their board, this average indicates general
adherence to best practices, thereby contributing
to the strengthening of the governance system
and the transparency of financial information.
The average number of independent directors on
the board is between 1 and 2, on a scale from 0 to
4, indicating a relatively low presence of
independent members. This observation
highlights the need to strengthen board
independence to better align local practices with
international corporate governance standards.
Regarding gender diversity, while the observed
19% female representation (range: 0%-80%)
shows partial adherence to Morocco's 2008
Governance Code, significant progress remains
necessary to achieve equitable participation.
These results collectively indicate: (1)
insufficient implementation of independent
director standards, and (2) nascent but

inadequate efforts toward gender-inclusive
governance.

The average number of board meetings per year
ranges from 3 to 4, with a minimum of 1 and a
maximum of 9. These results align with the
recommendations of the Moroccan Governance
Code of 2008, which encourages regular
meetings to strengthen oversight and
transparency. The nationality of the board
chairman shows that 85.3% of chairmen are
Moroccan, indicating a strong predominance of
local leaders at the head of Moroccan companies.
This trend reflects the importance of cultural
values and local networks in corporate
governance in Morocco. Regarding control
variables, the average value for COVID-19 is 40%,
indicating that 40% of the observations pertain
to the post-pandemic period. Foreign ownership
represents an average of 7.3%, indicating
relatively low participation by international
investors in the capital of companies listed on the
Casablanca  Stock Exchange. Institutional
ownership represents an average of 24.8%,
indicating significant participation by
institutions in Moroccan companies. This
presence enhances stability and governance,
while opening up prospects for increasing their
role in financing and the country's economic
development. Finally, the average values for
asset returns and family ownership are 6.1% and
47%, respectively, while the average number of
directors with financial and accounting
qualifications and skills ranges from 3 to 4.

Regression Analysis

Error! Reference source not found. presents t
he results of our analysis on the impact of board
characteristics on earnings management. In
Model 2, board size has a positive but non-
significant effect on earnings management
(0.002). This result suggests that larger boards
do notappear to be effective in reducing earnings
management practices. Furthermore, board
independence has a negative and significant
effect on earnings management (-0.025). This
suggests that an increased presence of
independent directors strengthens the oversight
of financial reporting practices, thereby reducing
executives' ability to manipulate earnings. Model
4 highlights a positive and significant effect
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between gender diversity and earnings
management (0.074). This means that the
presence of women on the board does not limit
executives' use of manipulative techniques.
Model 4 also shows a positive and significant
association between board meeting frequency
and earnings management (0.022). This indicates
that as the frequency of board meetings

increases, executives find greater freedom to
manipulate earnings. Finally, Model 5 examines
the effect of the board chairman’s nationality on
earnings management. The coefficient is negative
and significant (-0.104), indicating that Moroccan
board chairmen effectively reduce earnings
management practices.

Table 2. Main regression analysis

Variable Model 1 | Model 2 | Model 3 | Model 4 | Model 5 | Model 6
(#0) -0.087** | -0.087** -0.089** | -0.090*** | -0.086** -0.085**

(0.017) (0.017) (0.014) (0.010) (0.018) (0.019)
FO -0.148** -0.145* -0.161** -0.068 -0.179** | -0.237***

(0.042) (0.054) (0.026) (0.349) (0.013) (0.001)
ROA 0.781*** | 0.776*** | 0.750*** 0.594** (0.732%** 0.8271***

(0.001) | (0.001) | (0.001) (0.015) | (0.002) (0.000)
10 -0.218** | -0.218** -0.211** -0.141 -0.241** -0.174*

0.023) | (0.022) | (0.026) | (0.134) | (0.016) | (0.075)
FOWN 0.069 0.070 0.069 0.065 0.082 0.068

(0.200) (0.203) (0.194) (0.208) (0.144) (0.201)
FE 0.025 0.022 0.027 0.039 0.022 0.023

(0.303) | (0.359) | (0.265) | (0.121) | (0.362) | (0.374)
BS 0.002

(0.712)
BI -0.025*
(0.086)
BG 0.074%**
(0.000)
BM 0.022%*
(0.016)
NCB -0.104**
(0.050)

Observations 170 170 170 170 170 170
VIF 1.350 1.370 1.310 1.360 1.340 1.430
AIC 168.337 170.299 170.057 166.795 170.212 169.797
BIC 190.287 195.385 195.143 191.882 195.251 194.884
Pval in parentheses *** p<0.01 ** p<0.05 * p<0.1

Robustness Check

The robustness check presented in Table 3
extends the main analysis by incorporating
additional variables. In Model 2, board size has a
positive but non-significant effect on earnings
management (0.002). Model 3 highlights a
negative and significant relationship between
board independence and earnings management
(-0.082), indicating that a higher presence of
independent directors translates into better
financial reporting quality. In Model 4, gender
diversity has a positive and significant effect on
earnings management (0.066), meaning that the
participation of women on the board does not
contribute to reducing manipulative techniques.

Model 5 reveals that board meeting frequency
has a positive but non-significant effect on
earnings management (0.010), suggesting that
an increase in meeting frequency does not
necessarily reduce earnings management
practices. Finally, Model 6 highlights a negative
and significant relationship between the board
chairman’s nationality and earnings
management (-0.086), confirming the role of
Moroccan board chairmen in maintaining the
quality of financial reports. Overall, the
robustness check confirms the main findings of
the initial analysis, indicating that board
independence, gender diversity, meeting
frequency, and the chairman’s nationality
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significantly influence earnings management
practices in non-financial companies listed on the
Casablanca Stock Exchange. Regarding the

hypotheses, our results confirm H2, H4, and H5,
while H1 and H3 are not supported.

Table 3. Robustness check

Variable Model 1 | Model 2 | Model 3 | Model 4 | Model 5 | Model 6
Cco 0.372%%* | 0.372%* 0.372 0.277* | 0.372% | 0.297**

(0.010) (0.010) | (0.011)** | (0.032) | (0.009) (0.036)
AQ 0.197%* | 0.196** | 0.199** | 0.172 | 0.189% | 0.202***

(0.000) (0.000) 0.000) | (0.001) | (0.000) (0.000)
AGE 0.000 0.000 0.000 0.000 0.000 0.000

(0.663) (0.665) (0.630) | (0.731) | (0.650) (0.589)
FS -0.071%** | -0.074*** | -0.069*** | -0.025 | -0.071%* | -0.071***

(0.004) (0.004) (0.006) | (0.353) | (0.005) (0.003)
GW 0.034 0.031 0.027 0.018 0.030 0.022

(0.625) (0.631) (0.669) | (0.766) | (0.634) (0.740)
LEV -0.521%* | -0.520 | -0.501%** | -0.386** | -0.532%** | -0.523***

(0.005) (0.005) (0.006) | (0.027) | (0.004) (0.005)
BS 0.002

(0.784)
BI -0.082**
(0.042)
BG 0.066%+*
(0.000)
BM 0.010
(0.319)
NCB -0.086*
(0.052)

Observations 170 170 170 170 170 170
VIF 1.080 1.150 1.080 1.170 1.100 1.110
AIC 167.742 | 169.651 | 169.466 | 164.773 | 169.616 | 169.740
BIC 189.693 | 194.737 | 194.552 | 189.860 | 194.655 | 194.827
Pval in parentheses *** p<0.01 ** p<0.05 * p<0.1

Discussion

Our results indicate the absence of a significant
relationship between board size and earnings
management, meaning that board size is not
capable of curbing earnings management. This
result is similar to that of Almarayeh and al.
(2024) regarding MENA countries, which can be
explained by the presence of large shareholders
who hold a high percentage of shares, potentially
preventing the board from effectively
supervising the management team (Le and
Nguyen, 2022). Regarding board independence,
ithas a negative and significant effect on earnings
management, suggesting that the higher the
proportion of independent directors, the less
motivated executives are to engage in earnings
management techniques. This result aligns with
that of Mokrani and Alami (2021) in the

Moroccan context, confirming the role of
independent directors in improving corporate
governance and reducing bankruptcy and
financial fraud risks. Gender diversity has a
positive and significant effect on earnings
management, meaning that the inclusion of
women on the board has not significantly
contributed to reducing opportunistic behaviors
among executives. This result is similar to that of
Almarayeh (2021) in the MENA region, which
shows that institutional and cultural barriers
hinder women's access to leadership positions,
limiting their participation compared to their
male counterparts.

Turning to the board meeting frequency, our
results suggest that it has a positive and
significant effect on earnings management. This
means that the more often the board meets, the
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more freedom executives have to manipulate
earnings. This observation is consistent with
several studies, such as that of Almuzaiqer and al.
(2022) in the United Arab Emirates and that of
Attia and al. (2022) in Egypt. This relationship
can be explained by the fact that board members
spend too much time in meetings at the expense
of their primary function, which is to monitor
executives and protect corporate assets.
Regarding the nationality of the board chairman,
we found it to be negatively associated with
earnings management, highlighting the role of
Moroccan board chairmen in preserving financial
reporting quality. This result is similar to that of
Amin and al. (2025), which suggests that
nationality reflects the chairman’s cultural
values, playing a key role in limiting earnings
management practices.

Our findings also reveal a correlation between
control variables and earnings management. The
COVID-19 pandemic, foreign ownership, and
institutional ownership show a negative and
significant association with earnings
management, suggesting that in crisis contexts,
such as the health crisis, foreign and institutional
investors play a crucial role by imposing
increased  transparency and  disclosure
requirements, thereby limiting manipulative
techniques. Conversely, return on assets exhibits
a positive and significant association with
earnings management, indicating that highly
performing companies engage in earnings
management. This behavior can be explained by
the informational perspective, according to
which earnings management serves as a
signaling tool to financial markets. Executives
often manipulate earnings to present a favorable
image of the company’s financial situation,
influencing investor perceptions and maximizing
shareholder value.

In summary, our findings provide insights into
the effectiveness of corporate boards. The 2008
Moroccan Code of Good Governance Practices
emphasizes that the board plays a role in
strengthening governance mechanisms,
maintaining  financial transparency, and
promoting ethics and social responsibility. Our
study shows that board independence and the
nationality of the board chairman are key
determinants in preserving financial reporting
quality. These results align with the
recommendations of the 2008 Moroccan
governance code and the findings of several
researchers. For example, Almubaydeen and Al-
Eyasrah (2025) demonstrated that independent
directors are effective in detecting manipulative
techniques in the Jordanian context. Similarly,

Amin and al. (2025) highlight the importance of
the board chairman’s nationality in improving
financial transparency, particularly in contexts
where formal institutions are less developed.
However, although listed companies comply with
the recommendations of this code, these efforts
remain insufficient to ensure effective control
and transparent governance. Other studies, such
as those by Ibrahimi and Baghdadi (2022), have
shown that the institutional, political, and
financial environment in MENA countries is
ineffective, encouraging executives to engage in
earnings management practices.

Conclusion

The objective of our study was to explore the
relationship between board characteristics and
earnings management. To do so, a regression
using the GMM was employed to analyze data
from 34 companies listed on the Casablanca
Stock Exchange over the period 2018 to 2022.
The results of our study show that boards
composed mainly of independent directors and
that prioritize national cultural values—such as
Moroccan board chairpersons—are more
effective in reducing earnings management
practices. This increased effectiveness can be
attributed to the adoption of Law No. 20-19,
which requires publicly traded companies to
appoint one or more independent directors to
their board, in order to strengthen governance
and transparency in Moroccan companies.

Moreover, the study conducted by PwC (2021),
titled ‘Global Culture Survey’, highlights the
importance of cultural values in promoting
transparency and risk prevention within
organizations, particularly in the context of the
COVID-19 pandemic. Moroccan regulators
should adopt various measures to strengthen the
governance system and improve financial
information transparency. These include:
encouraging companies to adopt the 2008
Moroccan Corporate Governance Code to
enhance their performance and corporate image;
introducing a public disclosure approach that
involves publishing the names of companies
engaged in earnings manipulation so that the
market can sanction these practices and
encourage greater transparency; and reinforcing
the "comply or explain” approach by making it
mandatory for listed companies, with penalties
for non-compliance.

Our study makes a significant contribution by
exploring the role of boards of directors in
reducing earnings management practices,
particularly in the context of emerging markets
such as Morocco. The results offer concrete
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recommendations for different stakeholders. For
regulators, they highlight the need to strengthen
governance mechanisms by promoting diverse
and dynamic boards while integrating the
country’s cultural values. This approach would
improve corporate governance and enhance
financial transparency. For practitioners, the
results emphasize the importance of
independent directors and Moroccan board
chairpersons in  reinforcing governance
effectiveness and  investor  confidence.
Furthermore, a balanced gender representation
within boards of directors helps strengthen
corporate governance by promoting
conservative strategies and limiting earnings
management practices, thereby preserving the
company’s reputation.

This study stands out for its in-depth analysis of
the impact of the 2008 Moroccan Corporate
Governance Code on earnings management,
highlighting the strategic role of boards of
directors. It sheds light on governance practices
in Africa, where institutional, structural, and
cultural challenges differ from those in
developed economies. In a post-COVID-19
context, the conclusions underscore the
importance of strong governance mechanisms
that integrate local cultural values to ensure
transparency and ethical disclosure of
information.

However, the study has certain limitations,
particularly regarding the observation period
and the range of board characteristics analyzed.
Future research could deepen the analysis by
incorporating additional factors, such as audit
committee characteristics, CEO duality, and other
contextual dimensions, including audit quality,
institutional environment, ownership
concentration, the predominance of family
businesses, corporate social responsibility, and
national cultural values. Additionally, examining
the combined effect of two governance
mechanisms on limiting earnings management
practices would provide a more comprehensive
understanding of their interaction and
effectiveness. Moreover, adopting a qualitative
approach through in-depth interviews with
executives and directors would help better
understand the underlying mechanisms that
contribute to board effectiveness. This approach
would offer complementary perspectives by
exploring the perceptions, practices, and
challenges faced by corporate governance actors.
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Appendices
Appendix 1. Descriptive statistics
Variables Mean Median Std dev Kurstosis | Skewness Min Max
DA -0,024 0,000 0,389 62,104 5,568 -0,965 0,630
BS 9.329 9.000 2.644 2.760 0.400 4.000 15.000
BI 1.788 2..000 0.968 3.265 -0.195 0.000 4.000
BG 0.190 0.167 0.218 3.145 0.944 0.000 0.800
BM 3.680 3,000 1.489 10.932 2.216 1.000 9.000
NCB 0.853 1.000 0.355 4972 -1.993 0.000 1.000
cov 0,400 0,000 0,491 1,167 0,408 0,000 1,000
FO 0,073 0,000 0,183 11,672 2,994 0,000 0,858
ROA 0,061 0,060 0,070 7,038 -0,024 -0,195 0,242
10 0,248 0,151 0,241 2,666 0,781 0,000 0,878
FOWN 0.470 0.000 0.501 1.014 0.112 0.000 1.000
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FE 3.706 4.000 1.053 2.446 0.334 2.000 6.000
(o0) 0.551 0.524 0.130 2.446 0.218 0.314 0.858
AQ 0.706 1,000 0.457 1.817 -0.904 0,000 1,000
AGE 53,265 45,000 30.756 2.853 0.793 8,000 138,000
FS 9,255 9.386 0.667 2,616 -0.196 7,738 10,618
GW 0,044 0,046 0,214 5,655 -0,038 -0,649 0,783
LEV 0,102 0,053 0,119 2,865 1,030 0,000 0,413
Appendix 2. Correlation matrix (main analysis)
Variables 1 2 3 4 5 6 7 8 9 10 11 | VIF
1 BS 1,000 1,310
2 BI 0,093 | 1,000 1,130
3 BG -0,190 | 0,056 | 1,000 1,280
4 BM 0,148 | 0,189 | -0,190 | 1,000 1,250
5 NCB 0,020 | 0,086 | -0,062 | -0,068 | 1,000 1,560
6 COV 0,021 | -0,002 | 0,000 | 0,008 | 0,000 | 1,000 1,030
7 FO 0,089 | -0,028 | -0,166 | 0,252 | -0,525 | 0,006 | 1,000 1,800
8 ROA 0,119 | -0,058| 0,131 | 0,139 | -0,071 | -0,093 | 0,201 | 1,000 1,250
910 0,166 | 0,023 | -0,278 | 0,122 | 0,354 | -0,012 | -0,254 | -0,129 | 1,000 1,710
10 FOWN | -0,185| 0,062 | 0,108 | -0,216 | 0,225 | 0,000 | -0,340 | 0,020 | 0,170 1,000 1,370
11 FE 0,447 | -0,023 | -0,295 | 0,306 | -0,116 | 0,080 | 0,308 | 0,189 | 0,341 ]-0,331]1,000] 1,990
Annexe 3. Correlation matrix (robustness check)
Variables| 1 2 3 4 5 6 7 8 9 10 11 | VIF
1 BS 1,000 1,300
2 BI 0,093 | 1,000 1,110
3 BG -0,190 | 0,056 | 1,000 1,380
4 BM 0,148 | 0,189 | -0,190 | 1,000 1,190
5 NCB 0,020 | 0,086 | -0,062 | -0,068 | 1,000 1,200
6 CO 0,014 ] 0,059 | 0,058 | 0,003 | -0,336 | 1,000 1,300
7 AQ 0,262 | 0,069 | -0,024 | 0,269 | 0,096 | -0,106 | 1,000 1,310
8 AGE 0,013 | 0,014 | 0,007 | -0,036 | 0,067 | -0,011 | -0,066] 1,000 1,010
9FS 0,434 | -0,006 | -0,388 | 0,121 | -0,026 | 0,133 | 0,245 | 0,033 ] 1,000 1,520
10 GW 0,032 | -0,002 | 0,054 | 0,001 | -0,098 | 0,082 |-0,034]-0,008]0,015] 1,000 1,020
11 LEV 0,024 | 0,049 | -0,206 | 0,132 | -0,080 | 0,260 ] 0,161 ]-0,031]0,072]-0,024]1,000]1,220
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