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Abstract 

This paper examines the association between audit committee characteristics (ACC) and risk disclosure (RD) of firms, 
focusing on the moderating effect of audit quality (AQ). The importance of RD to investors and stakeholders 
is that such a practice offers a better evaluation of the overall risk profile of companies. Based on agency theory com‑
plemented by the resource dependence theory, this paper therefore suggests that effective audit committees have 
an effect of reducing information asymmetry while increasing audit quality monitoring capacities and consequently 
enhance risk disclosure practices. In this respect, the literature sources were reviewed, and a hypothetical framework 
was developed to test the hypotheses. The sample selection comprises 54 companies with non-financial companies 
listed in the Egyptian Exchange Market, EGX100, for the period 2018 to 2021, which amounts to 216 observations. 
According to the results, ACC, such as size and financial expertise, are significant for RD, while ACC relating to meet‑
ings and independence are less important for RD. The study further established that AQ moderates the relationship 
between ACC and RD, implying that the significant influence of ACC is stronger when AQ is high. These inferences are 
of essence to policy makers and companies in understanding the implication of ACC on RD and the relation to high-
quality audits in improving the effectiveness of audit committees. It underlines the importance of audit committees 
in giving assurance about transparency and accountability in financial reporting.
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Introduction
Risk is an important element that is always present 
within the business environment. Meanwhile, the risk is 
utilized to measure the probability of situations that may 
pose a threat toward achieving business goals and objec-
tives. The risk is employed to identify many uncertain 
situations regarding the impact that it will cause. On the 
other hand, it indicates the magnitude of the losses that 
are associated with situations threatening the business. 
All the complexities in the business environment give rise 

to various risks that create increased uncertainty for the 
company. Anticipating risks which the company might 
face requires the expertise needed by companies to prop-
erly control the risk so that losses can be minimized, and 
as a result, no future losses take place. Indeed, RDs are an 
important component of risk management [15].

RD means such information, provided by the com-
pany in the annual reports, that describes the major risks 
deriving from the course of its operations and the eco-
nomic consequences that are projected to have a signifi-
cant impact on the current and future performance. It is a 
great input within investors’ and analysts’ decision-mak-
ing processes. High-quality RDs can facilitate investors 
in investing according to their preference for risk, while 
analysts often support their stock recommendations by 
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references to firm risk. This area has been attracting a 
lot of attention from regulatory bodies, investors, aca-
demics, and other stakeholders in recent years. But with 
increased interest, investors and regulators had raised 
concerns on RD of firms reporting practices; RD has also 
been criticized for being lengthy and overly general and 
generic [35].

The responsibility for RD within firms is shared among 
several key players, including senior management, the 
board of directors, risk management committee, internal 
audit, and external auditors. Each of these groups plays a 
role in ensuring that the company’s risk management and 
disclosure processes are effective and in compliance with 
relevant regulations. The CEO and CFO are responsible 
for risk control within firms. This encompasses develop-
ing risk management policies and procedures, identifying 
and assessing risks, implementing risk control measures, 
monitoring and reporting on risk, and ensuring overall 
effective risk management [14].

According to Oghuma and Garuba [29], it is stated that 
a corporation may disclose some information, such as the 
risks it faces when conducting economic interests during 
a given accounting reporting period. A common defini-
tion of RD is information that provides insight into the 
risks that businesses confront and the possible ramifica-
tions for the firm’s long-term financial and non-financial 
future. The flow of information regarding a company’s 
attributes, strategies, plans, and other aspects that could 
alter expected outcomes is referred to as RDs. Moreover, 
the global financial crisis of 2007–2009 seems to have 
revealed how much managers are willing to take risks 
without considering how doing so may affect sharehold-
ers, which in turn raised serious concerns about RDs in 
the wake of the crisis. Besides, throughout their opera-
tions, businesses face a wide range of hazards. Stake-
holders need the data to be distributed as well. The 
corporation is deemed to have disclosed risks if it informs 
readers of annual reports of any opportunities, prospects, 
risks, losses, threats, or exposures that will affect the firm 
both now and in future. Stakeholder decisions are influ-
enced by RD. As it encourages more transparency in the 
organization’s reporting of risks, RD is a potent corporate 
governance practice in and of itself. Increased company 
RD would help investors choose better investments for 
their portfolios.

An audit committee is a group of people formed by a 
board of commissioners to help the board of commis-
sioners to do their duty of the oversight function of the 
performance of the board of directors and agents. A 
strong audit committee is expected to have the power 
of knowing the answers of the uncovered problems the 
knowledge sharing can cause and the improved internal 
control mechanism that will solve the audit committee 

concern because of which RD can also be enhanced 
[19]. An association of an audit committee is beneficial 
in several of the functions they often perform in the 
organization such as internal audit, external audit, risk 
management, disclosure, and the financial reporting 
process. The Board of Directors established an auditing 
officer who will be a part of the committee, the auditing 
officer, to evaluate the financial status of the company, 
and the auditing officer becomes the information channel 
mechanism responsible for monitoring the communica-
tion among the stakeholders [2, 15].

The board committees are created by the board as sub-
sets of the board to improve board functioning, and the 
audit committee is one of such subsets. In addition, the 
audit committee offers corporate control to management 
and makes sure that the relevant information is com-
pletely disclosed to the stakeholders. It helps in reducing 
the number of wrong financial reports, indirect improve-
ment of financial report quality, and cutting down of 
earnings management. Moreover, the audit commit-
tee’s inclusion of financial expertise is the factor that 
gives strength to the monitoring function [29]. The audit 
committee has the responsibility of overseeing financial 
reporting, internal audit risk, internal control systems, 
and any ramifications related to risk. A key aspect of the 
company, which necessarily implies an efficiently func-
tioning management can be established, is the formation 
and operation of an audit committee. The audit commit-
tee is paramount for a company’s procurement of profits 
and wealth for shareholders [27].

As discussed in prior literature, the value of RD is to 
satisfy the investors’ demand for information regard-
ing the company’s risk profiling and market value. The 
relevance of RD increases especially during a crisis or 
adversity a firm may face, for evaluation of future per-
formance as well as for the safeguard of its wealth. Prior 
studies have also pointed out various factors that could 
also drive RD. While ownership structure is not an aspect 
of the audit committee by nature, it certainly affects the 
audit committee’s ability to carry out effective monitor-
ing of financial reporting and internal controls. Owner-
ship structure, alongside board composition and (AQ), 
has been noted as a factor that can explain a firm’s extent 
of RD. Furthermore, although this is evidenced, the code 
of corporate governance recognizes the audit committee 
as part of the monitoring mechanism, and listed compa-
nies often experience less agency cost by disclosing infor-
mation details. That said, there is still limited literature 
that explored the relationship between (ACC) in relation 
to (RD), and it was noted and supported in prior studies, 
that among other things, audit committee features (char-
acteristics and composition) could influence the organi-
zation’s RDs in recent years. Among other features of the 
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audit committee, one major issue or role an audit com-
mittee would look to achieve is that the audited annual 
report that is presented for the organization complies 
with the regulations of the regulators, while providing 
appropriate and useful information to the market [1, 4, 
19].

RD is critical for a firm’s future survival; it often refers 
to information that gives clarity into the risks that the 
firm faces and the potential implications on the firm’s 
overall financial and non-financial outlook. Having an 
effective audit committee can help the firm detect poten-
tial risks more efficiently. The audit committee informs 
investors about the risks that firms may encounter, and 
it also provides the basis for decision-making. It is also 
critical to accurately disclose all material RD informa-
tion regarding the firm’s business activities within a cer-
tain accounting reporting period. The performance of 
the audit committee based on previous research find-
ings indicates that audit committees in firms are still not 
executing their responsibilities adequately. The audit 
committee is the key to the planning and monitoring of 
RD efforts toward the achievement of a firm’s goals. The 
main objective of this research is to identify the relation-
ship between the ACC in improving the RD and AQ as a 
moderating variable in one of the developing countries, 
which is Egypt.

The agency theory approach is used in this study in ana-
lyzing audit committee characteristics, risk disclosure, 
and the audit quality moderating function. According 
to Jensen and Meckelson (1976), knowledge asymmetry 
between the principals and agents creates agency costs, 
which effective monitoring can reduce. The audit com-
mittee monitors the disclosure of risks to avoid asym-
metry in knowledge, while high-quality external auditors 
verify such disclosure. Indeed, [14] opine that better 
audit committee attributes ranging from size, independ-
ence of the members, experience, and the frequency at 
which meetings are held will obviously increase the effec-
tiveness in monitoring and risk disclosure practices.

Resource dependence theory explains how audit com-
mittees support organizational performance by giving 
resources. According to Weber and Mubig [35], the skills, 
experience, and contact with the outside environment 
that members of the audit committee contribute develop 
and disclose risk factors in the company.

From an agency theory perspective, the high quality 
of auditors strengthens the monitoring function of audit 
committees, and from a resource dependence view, they 
bring more expertise and resources to bear. This could 
moderate their effect. Jibril et al. [19] indicate that audit 
committee features may interact and influence risk dis-
closure more strongly with high-quality external audi-
tors, impelled by duality of the theoretical underpinning. 

A number of studies have evaluated audit committee 
characteristics and means of corporate disclosure. The 
size, independence, financial knowledge, and meeting 
frequencies determine the efficiency of audit commit-
tees as methods of monitoring. Hasibuan and Auliya [15] 
demonstrate that effective audit committees strengthen 
financial reporting and risk management control, which, 
in turn, influence the level and quality of company disclo-
sure. In such emerging economies characterized by high 
information asymmetry and agency challenges, audit 
committees are particularly significant.

Furthermore, resource dependence theory comple-
ments the theoretical framework for explaining how 
audit committees add to organizational effectiveness 
because of the role they play in providing resources. 
According to Weber and Mubig [35], the theory avers 
that the members within audit committees provide 
important resources by way of expertise, experience, and 
external connections required in rendering an organiza-
tion capable of managing and disclosing risks in an effec-
tive manner. The underlying rationale may be viewed 
as a moderating effect of audit quality, conceived from 
both theoretical lenses: from an agency theory perspec-
tive, high-quality auditors serve to enhance the monitor-
ing capability of audit committees, while from a resource 
dependence perspective, auditors provide additional 
expertise and resources that complement the audit com-
mittee’s capabilities. This is supported by a dual theoreti-
cal foundation that explains why the effectiveness of audit 
committee characteristics with respect to risk disclosure 
would be comparatively high, as proposed by Jibril et al. 
[19], when combined with high-quality external auditors.

Recent literature shows that risk disclosure lessens 
the danger of asymmetric information and, as a result, 
boosts market efficiency. In the words of Oghuma and 
Garuba [29], the importance of risk disclosure in light of 
its quality is that such risk disclosures help stakeholders 
make better decisions about investing based on mate-
rial relevant information related to the firm’s risk profile. 
While some firms expose detailed, clear material risk dis-
closures, other firms only release simplified, boilerplate 
disclosures. This variability has made scholars conduct 
research in the quality of risk disclosures where corpo-
rate governance processes are the central factor.

Nevertheless, the literature still reflects a number 
of vital gaps. Although multiple studies have focused 
either on audit committee characteristics and risk 
disclosure, very limited studies have been conducted 
with regard to their interaction, especially in emerg-
ing economies like Egypt. Particularly, there is a lack 
of studies that consider the moderating role of audit 
quality in such relationships. According to [14], audit 
quality may impact corporate governance mechanisms 
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substantially, though its impact on audit committee 
characteristics and risk disclosure is scant. Thirdly, 
most research have targeted developed markets, with 
very little data emanating from emerging nations with 
peculiar institutional and regulatory environments.

In the Egyptian context, much attention has been 
accorded to the practices of risk disclosure, especially 
after the country’s reforms concerning economic and 
market liberalization policies. Although it received 
enormous developments in regard to corporate gov-
ernance mechanisms on the Egyptian Exchange, the 
disclosure of risks is still important for investors and 
regulators. FRA in Egypt has been vocal on and dem-
onstrated the need for good practices development 
concerning risk disclosure, first amidst the global finan-
cial crisis and later the regional economic challenges of 
2013. Despite such prompting from regulators, Egyp-
tian listed companies have often been criticized for 
making generic and boilerplate risk disclosures that do 
not provide much relevant insight into the company-
specific risks and potential impacts thereof [2].

Excluding the above, one of the most important cor-
porate governance developments relevant to the Egyp-
tian business environment has been the shaping of the 
regulatory framework related to audit committees. The 
Egyptian Code of Corporate Governance—issued for 
the first time in 2006 and updated on a wide scale first 
in 2016 and then in 2020—includes requirements for an 
audit committee applicable to listed companies. In this 
respect, Article 7 of the Egyptian Corporate Govern-
ance Code gives that an audit committee shall be com-
posed of at least three non-executive members of the 
board, one of whom at least shall be in possession of 
financial and accounting experience and also independ-
ent. The code also made a demand for the holding of 
meetings, at the least quarterly, with full minutes being 
sent to the board of directors [19].

Further regulatory developments came through 
Decision No. 107 of 2016 of the Egyptian Financial 
Regulatory Authority, which had the effect of further 
entrenching audit committee roles in risk oversight. 
Accordingly, the decision requires audit committees to 
review and assess the company’s systems for risk man-
agement and its internal control procedures at least 
annually. Moreover, with the inclusion of Law No. 17 
of 2018, Capital Market Law No. 95 of 1992 imposed 
additional responsibilities on audit committees for 
oversight in both financial and non-financial risk dis-
closures. This regulatory change portrays how Egypt 
stands committed to the improvement of corporate 
transparency and its risk management practices [37].

The most recent regulatory enhancement came through 
FRA’s Board of Directors Decision No. 133 of 2021, 

which introduced additional requirements in the field of 
risk disclosure in annual reports. The new requirements 
call for listed companies to include extensive disclosures 
on the methodologies adopted to assess their risks, risk 
appetite frameworks, and specific mitigation strategies 
for the identified risks. The regulation also mandates that 
the insurance company disclose information on emerging 
risks, considering both presently relevant risks and future 
risks related to technological disruption, environmental 
concerns, and cybersecurity threats, among others [38].

The Egyptian economy gives a combination of chal-
lenges and opportunities that demand a close look at risk 
disclosure and the effectiveness of an audit committee. 
The turbulence of the EGX 30 index has reached a high 
level, showing a strong need for good practices in risk 
disclosure as a means of investor protection. However, 
just 45% of Egyptian listed companies make extensive 
risk disclosures, which means that international inves-
tors—who have increased their investments by 78% in 
recent years—remain largely in the dark about potential 
risks. Matters are made worse by the fact that weaknesses 
regarding audit committee practices have been reported, 
with many committees not even meeting the minimum 
requirements in terms of meetings held or lacking the 
financial experience required. This gives great causes for 
concern in the wake of economic challenges facing Egypt, 
such as currency devaluation and high inflation, which 
desperately need to be met with strong oversight and 
transparency.

Moreover, this is exacerbated by the strategic position 
of Egypt as the Arab world’s third-largest economy and 
its ambitious Economic Vision 2030 program that aims to 
attract significant foreign investment. The existing levels 
of regulatory compliance and quality of disclosures are 
also a critical research problem that, when responded 
to, would help in the way of gaining market confidence 
and realizing the economic development goals set by 
the Egyptian economy. This cannot be attained without 
strong effort being exerted in regard to the two issues: the 
quality of disclosure of risks and the effectiveness of audit 
committees in ensuring the same practice [19, 39].

Such investigation into the characteristics of audit 
committee vis-à-vis risk disclosure, against the back-
ground of the Egyptian market, represents an exciting 
platform for various reasons: First, being an emerging 
market, implementing and enforcing corporate govern-
ance mechanisms in Egypt have to be particularly dis-
tinctive. Second, and equally importantly, the country’s 
regulatory environment continues to evolve to include 
greater emphasis on the aspects of transparency and 
accountability in corporate reporting. Third, the coexist-
ence of state-owned and private enterprises is a diversi-
fied corporate landscape in which the effectiveness of 
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audit committees can be highly variable. Thus, the under-
standing of such relationships is seen as crucial for poli-
cymakers and practitioners who, by the enforcement of 
regulations and compliance in the Egyptian market, may 
help to improve the quality of risk disclosure.

Literature review and development of hypotheses
ACC and RD
This audit committee has an essential oversight role in 
ensuring qualitative financial reporting and reducing 
the incidence of fraud in financial statements and mak-
ing more voluntary disclosures in public enterprises. The 
larger the audit committee, the stronger the power it 
will have, and the better access to information exchange 
where issues can be identified and internal control mech-
anisms put in place, strengthening the effectiveness of the 
audit committee in monitoring corporate RD. This also 
applies to the audit committee: Even though it consists 
exclusively of independent directors and thus would, in 
principle, be best suited to perform tasks of independ-
ent monitoring, it cannot be made sure that through the 
independence of the audit committee there will be effec-
tive oversight and monitoring of the financial reporting 
process. The main tasks of the audit committee consisted 
of observing financial reporting, internal audit risk, and 
internal control systems and the influence of risks upon 
business finances. Also, it suggests that companies whose 
audit committees are independent should disclose eth-
ics information on a voluntary basis as early as possible. 
What’s more, it indicates that the RD is positively influ-
enced by the Audit Committee Independence (ACI). The 
audit committee particularly reassures the stakeholders 
that full disclosure of material information has occurred 
and provides the management with further corporate 
governance. It is thus expected that the ACI is consider-
ably positive toward quality RD, as supported by Nekhili 
et al. [26] and Gull et al. [13].

Hasibuan and Auliya [15] indicate a negative correla-
tion between the size of the audit committee and the 
extent of RD. They argue that the mere number of com-
mittee members does not influence the quantity of RDs. 
This observation is further supported by empirical data 
showing that audit committees often fail to fulfill their 
oversight roles effectively. Specifically, audit committees 
typically engage in routine activities such as report evalu-
ations and auditor selections, without critically assessing 
potential company risks. The frequency of Audit Com-
mittee Meetings (ACM) plays a crucial role in enhanc-
ing communication and facilitating the disclosure of 
risks. Regular meetings are associated with improved 
effectiveness in risk management and a higher level of 
RD. Meetings allow for better coordination and informa-
tion sharing among committee members, which in turn 

promotes thorough risk reporting and enhances the over-
all RD process [1, 29].

Zulfikar et al. [36] contend that an audit committee can 
function as an effective oversight mechanism, reducing 
agency costs and enhancing accountability. The impact 
of ASIZE on information disclosure is a common sub-
ject of academic debate. Agustin et al. [1] suggest that a 
larger audit committee enhances monitoring capabili-
ties and improves information quality. Conversely, Salem 
et al. [30] and Alshirah et al. [6] find a positive relation-
ship between ASIZE and corporate RD, noting that larger 
committees improve AQ and organizational effective-
ness. Barako et al. [8] support this view, highlighting the 
benefits of a larger committee in reducing agency costs 
and improving transparency. However, Ibrahim & Hus-
sainey 2019 report a negligible correlation between 
ASIZE and RD in Saudi-listed banks.

While these findings indicate that there is an associa-
tion between ASIZE and the disclosure of risks, Hasibuan 
and Auliya [15], Alshabibi and Hussainey (2021), and 
Kyari et  al. [22] have come to a contrary view showing 
that there is no significant relationship between ASIZE 
and RD. They postulate that increasing committee mem-
bership size does not necessarily imply more effective 
RD, and audit committees often fail in performing their 
role. [9] opine that it is not the mere presence of an audit 
committee which guarantees effective monitoring of the 
financial reporting process but the technical ability and 
substantial accounting expertise which enables the audit 
committee to adequately oversee the financial reporting 
by management. [33] states that studies have empirically 
viewed the accounting and financial attributes among 
the audit committee members have positive consequen-
tial impact on the quality of financial reporting which 
supports agency and resource dependence theories. An 
effective audit committee is associated with improved 
corporate RD. Research indicates that committees with 
a combination of accounting and industry expertise per-
form better than those with only accounting experts. 
Changes in audit committee membership and experience 
positively affect RD, and committees with substantial 
financial knowledge are less likely to engage in fraudulent 
practices [6].

The role of the audit committee in enhancing financial 
transparency and alleviating RD concerns has remained 
a matter of significant academic investigation. Research 
by Hasibuan and Auliya [15], Nekhili et al. [26], and Gull 
et al. [13] continuously finds that there is a positive rela-
tionship between the size and ACI, particularly domi-
nated by independent directors in the effectiveness of 
monitoring RD. These results thereby indicate the critical 
role of audit committees in maintaining the integrity of 
financial reporting and information disclosure, a precept 
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supported by [13, 28]. On the other hand, the empirical 
evidence about the consequences of ACI for disclosure 
practices is less clear-cut considering the conflicting find-
ings that might emerge from different studies.

The available literature also indicates that, from a gen-
eral perspective, independent audit committees manage 
risks and help ascertain the validity of financial disclo-
sures. For instance, studies by Kiflee and Khan [21] and 
Sharif and Islam [31] reveal that the independent audit 
committee is generally more effective in risk manage-
ment and more reactive in terms of verifying the accu-
racy of the financial disclosure associated with the 
business. For example, the study by Alshabibi et  al. [5] 
shows that a positive relationship exists between ACI and 
disclosure of risks. From their findings, greater independ-
ence showed lesser information asymmetry. On the other 
hand, Kyari et al. [22] find a minimal correlation between 
ACI and RD. Regular meetings of the audit committee 
are essential for effective oversight and transparency. Fre-
quent meetings enhance communication, improve RD, 
and reduce fraud. Studies by Hasibuan and Auliya [15], 
Agustin et al. [1], and Alkurdi et al. (2019) show that reg-
ular meetings positively impact the effectiveness of the 
audit committee and the extent of RDs. Mohammad et al. 
[25] and Melliniawati and Prasetyo [24] further corrobo-
rate these findings, demonstrating that frequent meet-
ings increase audit committee activity and disclosure 
quality, thus reducing agency problems and information 
asymmetry.

For the purpose of this study, the characteristics of the 
audit committee are selected on the basis of their under-
lying fundamental importance to corporate governance 
and their perceived relationship with RD. An audit com-
mittee is considered a vital monitoring mechanism that 
bridges the gap between management and external stake-
holders, especially in terms of financial reporting and risk 
management aspects. This decision is also in line with 
the resource dependence theory. This theory states that 
composition and capability of an audit committee are 
decisive factors influencing the ability of a firm to man-
age and disclose risks in an efficient manner. ACC thus 
has important implications for research studying how 
specific attributes of the audit committee, such as inde-
pendence, size, and meeting frequency, improve quality 
and the level of RD.

In addition, the ambiguity of existing studies in inves-
tigating the relationship between ACC and RD demands 
more research. For example, while Nekhili et  al. [26] 
and Gull et al. [13] report positive associations between 
selected ACC (independence) and RD, studies conducted 
by Hasibuan and Auliya [15] and Kyari et  al. [22] pre-
sent conflicting or negligible correlations. These contra-
dictory results would, therefore, indicate that the real 

relationship between the two variables of ACC and RD 
can be more complicated than what initially was per-
ceived, by influencing either contextual factors or meth-
odological approaches.

The regulatory framework related to audit committee 
requirements in Egypt has direct prescriptions reflect-
ing the business and governance demands of the nation. 
For instance, the FRA directives instruct that the audit 
committee needs to consist of a minimum of three non-
executive board members, while Egyptian Companies 
Law No. 159/1981 as amended in 2018 requires similarly. 
Each committee should also include at least one inde-
pendent person to chair the committee and at least one 
member who has extensive experience in finance and 
accounts. Further, this structure contrasts sharply with 
that of other countries within the MENA region—for 
example, the UAE and Saudi Arabia—due to the differ-
ence in the requirements for independence and member-
ship numbers.

Other unique features of audit committees in Egypt are 
related to the dual governance nature of these commit-
tees. In this regard, the committees are responsible to the 
FRA on matters relating to compliance and to the Board 
of Directors on operational issues. This is further sup-
ported at the level of particular operational requirements, 
including quarterly meetings, direct reporting lines to the 
board, and full scope risk management responsibilities. 
The Egyptian framework requires audit committees to 
establish subcommittees regarding risk management and 
have quarterly reviews of methodologies regarding risk 
assessment, among other requirements. They are also 
supposed to have direct communication channels with 
external auditors and regulators.

Recently, the Egyptian audit committees have been 
further differentiated by the introduction of mandatory 
cybersecurity oversight, ESG risk assessment require-
ments, and increased disclosure obligations concerning 
related party transactions, supported by FRA’s Decision 
No. 107/2016, updated in 2021. However, the Egyptian 
context provides a unique set of challenges to imposing 
these demands: a restricted population of qualified inde-
pendent directors, cultural factors impacting committee 
independence, and resource constraints for smaller listed 
companies. The Egyptian audit committee structure is 
unique, with its characteristics and challenges making it 
an important subject to understand governance mecha-
nisms in emergent markets.

This study examines the correlation between audit 
committee characteristics and risk disclosure, thereby 
contributing to the growing academic discourse on 
this matter. As a result, this research has the potential 
to provide a wealth of detailed information on the spe-
cific aspects of audit committees that affect the nature 
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and extent of disclosures. This is in accordance with the 
recommendations of previous research to adopt a more 
comprehensive perspective on the impact of corporate 
governance mechanisms on disclosure behaviors [5, 6]. 
Based on the preceding discussion, the first hypothesis 
can be formulated as follows:

H1  ACC has a significant impact on RD.

The moderating role of AQ on the relationship 
between ACC in improving RD
Literature provides precedent for audit quality as a mod-
erating variable in the relationship between ACC and RD. 
According to agency theory, the role of external auditors 
is seen as a complement to audit committee oversight. 
Quality auditors, especially Big 4 auditors, are perceived 
to possess richer resources, better skills, and superior 
methodologies that complement audit committee super-
visions. Audit committees are able to disclose risk when 
high-quality auditors work together. Big 4 auditors have a 
considerable knowledge base and established risk assess-
ment techniques that may be of benefit to audit commit-
tee members in the identification and assessment of risks 
requiring disclosure, especially for those audit committee 
members possessing financial competence.

Therefore, audit quality was more appropriately con-
sidered as a moderator against other factors due to its 
uniqueness in the role of corporate governance. Whereas 
ownership structure and some characteristics of the 
board may relate to the nature of risk disclosure, audit 
quality influences how audit committees’ function and 
monitor. Weber and Mubig [35] stated that high-quality 
auditors provide an audit committee with confidence in 
addition to experience and expertise. According to [19], 
Big 4 auditors in emerging countries, like Egypt, have a 
profound impact on governance procedures and corpo-
rate disclosures. The audit quality itself is an exogenous 
variable outside of an organization’s control and may 
enhance or weaken the influence that audit committee 
attributes have on risk disclosure processes. Hence, audit 
quality would be a suitable moderating variable in the 
relationship between audit committee characteristics and 
risk disclosure processes.

Empirical evidence supports the fact that audit com-
mittee efficiency depends largely on the quality of the 
external auditor, thus supporting audit quality as a mod-
erator. El-Deeb et  al. [12] established that the charac-
teristics of audit committees have a better bearing on 
disclosure quality in instances where Big 4 firms audit 
corporations. The explanation behind this is because 
high-quality auditors have the resources and experience 
necessary for the audit committee to identify, analyze, 

and disclose risks efficiently. The greater reputational and 
liability exposures of Big 4 auditors improve incentives to 
disclose all risks. Improved monitoring by audit commit-
tees also enhances the receptivity of such disclosures.

The concept of AQ and its measurement have been 
subjects of extensive research in accounting literature. 
Scholars have employed various proxies to assess AQ, 
with a particular focus on the differences between Big 4 
and non-Big 4 audit firms [32].

One of the most widely used proxies for AQ is dummy 
variable. The literature also supports that the choice of a 
dummy variable based on Big 4 audit firms is a proxy for 
audit quality, anchored essentially in the seminal work of 
DeAngelo [40] that larger audit firms have greater incen-
tives to conduct high-quality audits since they have more 
at risk owing to their substantial reputational capital and 
greater losses if audits fail. The findings that Big 4 auditors 
are associated with higher audit quality have been con-
sistently documented in subsequent studies. For example, 
Francis and Yu [41] document that Big 4 auditors issue 
more going-concern opinions and that their clients have 
lower abnormal accruals, reflecting higher audit quality. 
Confirming the above findings, Eshleman and Guo [42] 
report that Big 4 audits are of higher quality than others, 
even after controlling for client characteristics. Another 
reason using a Big 4 dummy variable is practical is that, 
according to DeFond and Zhang [43], it provides an indi-
cator which is relatively simple and unambiguous, and 
less vulnerable to measurement error compared to more 
complex constructs. Lawrence et al. [44] further suggests 
that at least some of the Big 4 quality effect may relate 
to client characteristics, which of course supports the 
notion that companies themselves select Big 4 auditors 
for the purpose of seeking better quality audits. Against 
this strong evidence, the use of a Big 4 dummy variable 
as a proxy for audit quality in our study will, therefore, 
be consistent with prior research and hence reliable when 
testing the relationship that exists between audit quality 
and risk disclosure.

However, the relationship between audit ASIZE and 
AQ is not unequivocal. Herusetya [16] posits that the 
rotation of audit partners alone may be insufficient to 
maintain independence and AQ, particularly in non-Big 4 
firms. This finding suggests that audit firm rotation might 
be necessary to enhance AQ in these cases. Moreover, 
it highlights that non-Big 4 audit firms can significantly 
improve AQ, indicating that both Big 4 and non-Big 4 
auditors employ different strategies to enhance their AQ.

The impact of AQ on RD has been a subject of debate 
in the literature. El-Deeb et al. [12] argue that Big 4 firms 
are perceived to provide higher quality audits and, to 
mitigate reputational risks, they demand greater RD from 
their clients. This perspective suggests that the presence 
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of a Big 4 auditor should lead to increased compliance 
with RD requirements. Some studies have found evi-
dence supporting this view, particularly in the banking 
sector, where Big 4 auditors have been associated with 
more effective monitoring and transparent financial risk 
reporting.

However, the relationship between AQ and RD is not 
straightforward. Vandemaele et al. [34] present a nuanced 
perspective, suggesting that high-quality auditors might 
have a dual effect on RD. On one hand, the presence of 
a reputable auditor may enhance investors’ trust in the 
company’s financial statements, potentially reducing the 
perceived importance of RD. On the other hand, high-
quality auditors might emphasize the significance of RD, 
leading to more comprehensive risk reporting. Interest-
ingly, their study did not find a significant link between 
AQ and the extent of voluntary disclosure.

A similar stance was also held by the findings of 
Deumes [11], who, in turn, reported no link between 
AQ and internal controls report issuance. The diverg-
ing results once again point at a complex and perhaps 
contextual nature of an association that may well exist 
between the quality of the audit and disclosure about 
risks. The fact that an audit committee is involved in the 
appointment and assessment of auditors complicates the 
above-mentioned relationship. Consistent with this, the 
study of Kao et  al. [20], conducted on a sample of US-
listed companies, shows that an audit committee with a 
higher financial expert proportion was strongly associ-
ated with a reduction in earnings management. This indi-
cates that the financial expertise in audit committees can 
conduct demands for higher AQ and hence affect auditor 
selection and eventually the quality of financial reporting.

Extending this linkage, [23] assumes that audit com-
mittee financial accounting experts play the role of mod-
erators in enhancing AQ. Such a view would mean that 
increased external monitoring through increased finan-
cial accounting experts in audit committees may imply 
a positive effect on both frequency and ACI. Also, audit 
committees that meet more frequently are likely to be 
more aware of current auditing challenges and more dili-
gent in performing their tasks. The frequency of ACM 
has been found to correlate positively with AQ. More fre-
quent meetings are associated with higher engagement 
and activity levels among audit committee members, 
which can lead to improved financial reporting. Addi-
tionally, audit committees that meet more often are more 
likely to select high-quality, industry-specialized audit 
firms, particularly from the Big 4, which can provide 
superior AQ, especially in terms of constraining earnings 
management [23].

Some findings from several studies provided evi-
dence regarding the relationship between RD and AQ. 

El-Deeb et al. [12], Vandemaele et al. [34], Deumes and 
Knechel [11] state that, in general, higher disclosure 
of risk for the Big Four, investors think it is not impor-
tant. However, a high-quality auditor may emphasize 
the importance of the disclosure of risk, thus there 
would be fuller disclosure of risks. This results in the 
ambiguous relationship between RD and AQ. On the 
other hand, ACC are associated with AQ. Kao et  al. 
[20], and Mardessi [23], choosing a high-quality audi-
tor will improve the audit’s quality. In addition, the 
quality of an audit is crucial because it assures stake-
holders of the accuracy and reliability of a company’s 
financial statements. A low-quality audit can harm the 
company’s reputation and damage stakeholder confi-
dence. Selecting a high-quality auditor and maintaining 
an effective audit committee are essential to ensure the 
quality of the audit. The audit committee is responsi-
ble for overseeing the audit process, including selecting 
the auditor, setting the scope of the audit, and review-
ing the audit results. An audit committee with mem-
bers possessing relevant expertise and experience can 
provide valuable oversight and guidance to the auditor, 
leading to a higher quality audit. Therefore, audit com-
mittees relate to high-quality audits. Audit committees 
have also been demonstrated to require improved AQ. 
Strong AC meetings indicate AQ monitoring in associ-
ation with a high probability of selecting one of the Big 
4 auditors, resulting in greater AQ.

In fact, recent studies have been able to establish that 
information asymmetry decreases while market effi-
ciency increases through risk disclosure. Oghuma and 
Garuba [29] explain that risk disclosure offers appropri-
ate information to stakeholders in investment decision-
making with respect to the risk profile of the company. 
While some firms detail explicit disclosures regarding 
their factors of risk, other firms provide only basic boil-
erplate disclosures. Such heterogeneity has led scholars 
to study the quality of risk disclosure, with key corporate 
governance processes at the center of such studies.

Nevertheless, the literature reveals a number of critical 
gaps. First, audit committee characteristics and risk dis-
closure were considered separately, while the interrela-
tion between them was not assessed yet, at least for the 
context of the emerging markets of Egypt. Second, the 
role of audit quality as a moderating factor in the above 
relationship is understudied. According to Haj-Salem 
and Hussainey [14], audit quality can have a significant 
impact on corporate governance mechanisms; however, 
its impact on audit committee characteristics and risk 
disclosure has to be further researched. Third, most stud-
ies have focused on developed markets; therefore, there 
is a lack of data from emerging countries that have differ-
ent institutional and regulatory environments.
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Audit quality can moderate the ACC–RD relation-
ship in several ways. Greater knowledge and resources 
of superior auditors may enhance the effectiveness of an 
audit committee in several ways. According to Weber 
and Mubig [35], quality auditors have the ability to 
improve both the risk assessment, the internal control, 
and the risk disclosure. A high-quality auditor could 
also facilitate the monitoring role of the audit commit-
tee, especially if its committee members are financially 
competent. Thereby, this may reinforce the relationship 
between audit quality and audit committee characteris-
tics to develop the committee’s risk disclosure impact.

The relevance of this interaction of variables is even 
more striking in the Egyptian context, where recent 
regulatory reforms placed an accent on audit committee 
performance and the quality of risk disclosure. Accord-
ing to Jibril et al. [19], Egyptian companies face specific 
challenges related to adequate corporate governance 
procedures; therefore, there is a need to demonstrate 
how audit quality can moderate the characteristics of 
the audit committee and risk disclosure practices. This 
would provide significant assistance to policymakers and 
practitioners in devising adequate systems of governance 
and transparency. Based on these studies, the following 
hypothesis has been formulated:

H2  The moderating role of AQ has a positive significant 
impact on relation between ACC and RD.

Research variables and models
Research variables and model
This study investigates the ACC on RD, taking AQ as the 
moderating variable. The selection of variables is based 
on prior literature that suits the research objectives. The 
dependent variable is RD proxied by using a disclosure 
index approach according to Ibrahim and Hussainey 
(2019), and Ismail and Eldeeb [18]. This approach was 
selected since it is more comprehensive and considered 
relatively new in the Egyptian context. Our research 
applies an integrated risk disclosure index comprising 24 
items across five categories of risk, namely strategic (10 
items), operational (7 items), financial (5 items), damage 
(2 items), and risk management (2 items). The index is 
so structured because it represents major risk factors in 
Egyptian business. Annual reports are carefully studied 
and scored yes/no for a total score out of 24 points. In 
order to ensure the reliability of the measures, a pilot test 
in which two independent coders studied reports of 10 
Egyptian listed enterprises by means of a full coding man-
ual was carried out. Being an extensive coverage index of 
Egyptian mandatory regulations—particularly on finan-
cial and operational risks—and voluntary disclosures, 

this index is particularly appropriate for such a study on 
risk disclosure practices in the Egyptian market, such as 
strategic and damage risks. The independent variables 
are characteristics of Audit Committee Size (ASIZE), 
Audit Committee Independence (ACI), Audit Committee 
Meetings (ACM), and Audit Committee Financial Exper-
tise (ACE). These measures were derived from prior stud-
ies of Nekhili et al. [26] and Gull et al., [13].

AQ represents the moderating variable measured for 
whether a company was audited by a Big 4 firm, using a 
dummy variable based on Sharpe et al. [32] and El-Deeb 
et  al. [12]. In addition to the above main variables, our 
analysis also considers several control variables based 
on prior literature related to both RD and audit commit-
tee studies. These include firm size (FSIZE), profitability 
(ROA), leverage (LEV), and firm age (AGE). A selection 
of these variables is based on prior literature. ACC and 
AQ have been found to separately impact RD due to the 
monitoring and signaling effects based on agency theory. 
Their combined and interaction effect on RD needs to 
be tested, especially in the Egyptian context, where such 
studies are limited. These control variables theoretically 
support numerous studies into corporate transparency 
and governance.

The control variables are larger corporations, as they 
are under more public scrutiny than their smaller coun-
terparts and have more resources to develop and institute 
sophisticated risk management and disclosure proce-
dures. Dang et  al. [10] find that larger enterprises, with 
higher political costs and information needs by diverse 
stakeholders, consequently result in better risks dis-
closed more comprehensively. Firm size also determines 
the complexity and risk of operations, hence disclosure 
standards. The other important control variable is lever-
age (LEV) which impacts risk disclosure, as highly lever-
aged enterprises are monitored by creditors in addition to 
incurring increased financial risks. Ibhagui and Olokoyo 
[17], for instance, found that enterprises with higher lev-
erage ratios make more extensive risk disclosures that 
reduce creditor knowledge asymmetry and thereby lower 
debt costs. In Egypt, debt financing plays a critical role 
in corporate funding systems, and creditors require sub-
stantial risk information accordingly. In prior studies on 
risk disclosure and corporate governance, both control 
variables were considered, hence justifying their inclu-
sion within the paradigm of our study (Table 1).

Sample and data collection
Our sample comprises 54 non-financial firms listed on 
the Egyptian Exchange Market (EGX100) for the years 
from 2018 to 2021, yielding total firm-year observations 
of 216. There were several compelling reasons for the 
selection of this study period, 2018–2021. It was in this 
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period that Egypt’s new Corporate Governance Code and 
the implementation of the Financial Regulatory Author-
ity’s Decision No. 107/2016 significantly enhanced audit 
committee strength and risk disclosure. The beginning 
of 2018 was because Law No. 17/2018 had markedly 
amended the Capital Market Law and brought into its 
fold corporate governance and transparency imperatives. 
As 2021 is the latest year for which complete data could 
be obtained, this study assesses FRA’s risk disclosure 
and audit committee requirements issued at the end of 
2020. The period also encompasses two major currency 
devaluations and significant regulatory reforms in Egypt; 
it therefore offers a colorful backdrop against which to 
investigate the underlying risk disclosure behavior under 
varying economic regimes. Non-financial companies 
were selected because the nature and regulatory environ-
ment of the financial sector vary regarding RD practices. 
The period is relevant because current practice about RD 
and audit committee effectiveness can be considered. 
Data on RD and ACC were hand-collected from annual 
reports and corporate governance statements. The finan-
cial data for control variables was collected from the 
Egypt for Information Dissemination—EGID database 
and checked against annual reports for accuracy.

Model specification
For testing hypotheses, the following regression models 
are formulated. For the 1st hypothesis:

H1 There is a significant impact of ACC on RD.
The following model has been formulated:
Model (1): The relationship between ACC and RD.

For the 2nd hypothesis:
H2 AQ moderates the relationship between ACC and 

RD.
The following model has been formulated:
Model (2): The moderation effect of AQ on the relation-

ship between ACC and RD

Figure 1 presents the model in an intuitively clear man-
ner that summarizes the main thrust of this research. It 
illustrates how AQ acts as a moderator in the relationship 
between ACC and RD. This diagram is aimed at making 
clear exactly how these three critical variables interact with 
each other in a straightforward yet holistic way of viewing 
the theoretical framework of our study. The framework in 
Fig.  1 demonstrates the direct relationships between the 
independent variables (audit committee characteristics) 
and the dependent variable (risk disclosure), while also 
showing how audit quality moderates these relationships. 
Control variables (firm size and leverage) are included to 
account for firm-specific characteristics that might influ-
ence risk disclosure practices.

Table 2 represents the main index that measures the RD.

RDit = α + βASIZE it + βACEit + βACIit

+ βACMit + βFSIZE it + βLEVit + εi

RDit = α + β ASIZE it ∗ βAQ + βACEit
∗ βAQ + βACIit ∗ βAQ+ βACMit
∗ βAQ + βFSIZE it ∗ βAQ + βLEVit
∗ βAQ + εi

Table 1  Variables and measurements

Variable Type Variable Type of Measure Measurement References

Dependent Risk Disclosure (RD) Index Index Haj-Salem, and Hussainey, [14] 
and Ismail and Eldeeb [18]

Independent Audit Committee Size (ASIZE) Numeric Number of audit committee 
members

Nekhili et al. [26] and Gull et al. [13]

Audit Committee Financial Exper‑
tise (ACE)

Numeric Number of directors with finan‑
cial experience/qualification 
in the audit committee

Nekhili et al. [26] and Gull et al. [13]

Audit Committee Independence 
(ACI)

Numeric Number of non-executive direc‑
tors in the audit committee

Nekhili et al. [26] and Gull et al. [13]

Audit Committee Meetings (ACM) Numeric Number of meetings held 
by the audit committee in a year

Nekhili et al. [26] and Gull et al. [13]

Moderating Variable Audit Quality (AQ) …. Dummy Variable: 1 if auditor is Big 
4, 0 if not

Sharpe et al. [32] and El Deeb et al. 
[12]

Control Variables Firm Size (FSIZE) Numeric FSIZE = Log of total assets Dang et al. [10]

Firm Leverage (LEV) Financial ratio LEV = Total debts / Total assets Ibhagui and Olokoyo [17]
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Research methodology
Sample selection
The primary objective of this study is to investigate the 
relationship between ACC and RD, with AQ serving as 
a moderating variable. To address this research question, 
we employ panel data analysis, a method widely used in 
similar studies due to its ability to model the intercon-
nectedness of multiple variables simultaneously (e.g., [13, 
26]).

Our initial sample comprised 100 firms listed on the 
Egyptian Exchange (EGX). Using purposive sampling, we 
focused on non-financial companies to ensure homoge-
neity in regulatory environments and RD practices. The 
selection criteria were as follows:

1.	 The company was listed on the EGX during the 
period from 2018 to 2021.

2.	 Annual reports and financial statements were pub-
licly available for the study period.

3.	 The company had comprehensive data on RD and 
ACC (Table 3).

After considering the availability of information 
described above as the selection criteria and exclud-
ing firms with incomplete data, our sample contained 
54 non-financial companies, yielding a total of 216 
firm-year observations. Data were collected from sec-
ondary sources, such as annual reports of companies, 
Egyptian Exchange, Egypt for Information Dissemination 
(EGID), and databases like https://​www.​mubas​her.​info/​

count​ries/​eg. Original data available on RD and audit 
committee data were all hand-collected directly from 
annual reports and statements of corporate governance, 
although financial data were obtained through EGID and 
then cross-checked against hard copies of annual reports 
for accuracy. For this hypothesis testing, the research 
employs descriptive analysis statistics, Pearson Correla-
tion analysis, panel data analysis-fixed effect method, 
random effect method, and the Hausman test for select-
ing between fixed or random methods.

Analysis and results
Descriptive analysis
The descriptive statistics presented in Table 4 offer valua-
ble insights into the characteristics of the sample and the 
variables under investigation.
RD: The mean RD score of 0.8133903, equivalent to 

81.34%, reflects a relatively high level of RD among the 
sampled companies. This result aligns with the increas-
ing emphasis on transparency and comprehensive risk 
reporting in contemporary corporate governance. How-
ever, the standard deviation of 0.1223384 indicates varia-
bility in disclosure practices among firms. This variability 
may be attributed to factors such as company size, indus-
try differences, or variations in governance structures, as 
highlighted by previous research (Ibrahim & Hussainey, 
2019; Dey et al., 2018).

ACC​:

Fig. 1  Research model: AQ moderating the impact of ACC on RD

https://www.mubasher.info/countries/eg
https://www.mubasher.info/countries/eg
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•	 ASIZE The mean size of 0.3134259, with a standard 
deviation of 1.21446, reveals considerable variation in 
the sizes of audit committees within the sample. This 
finding is consistent with studies by Nekhili et al. [26] 
and Gull et al. [13], who suggest that the size of the 
audit committee can significantly influence its effec-
tiveness in overseeing RD.

•	 ACE With a mean of 0.5324074, approximately 53% 
of audit committees in the sample possess financial 
expertise. This is crucial, as Cohen et al. [9] empha-
size the importance of accounting knowledge for 
effective oversight of financial reporting.

•	 ACI The mean of 2.912037 indicates that, on aver-
age, audit committees have about three independent 
members. This aligns with best practices in corpo-
rate governance and supports the findings of Alsha-
bibi et  al. [5], who identified a positive relationship 
between ACI and RD.

•	 ACM The average of 5.115741 meetings per year, 
coupled with a high standard deviation of 3.984917, 
points to significant variability in meeting frequency 
among firms. This variation may affect the effective-
ness of audit committees, as suggested by Agus-
tin et al. (2019) and Oghuma and Garuba [29], who 
found that more frequent meetings are associated 
with enhanced risk management and disclosure prac-
tices.

AQ: The mean AQ score of 0.3194444 indicates that 
approximately 32% of the sample firms are audited by Big 
4 auditors. This proportion is noteworthy, as ElDeeb et al. 
(2024) suggest that Big 4 auditors are linked to higher AQ 
and may influence RD practices.

Control Variables:

•	 ASIZE: The mean of 9.360776 (log value), with a 
relatively low standard deviation of 0.8284453, sug-
gests that the sample comprises firms of similar sizes, 
which helps control for size-related effects on RD.

•	 LEV: The mean leverage ratio of 0.5630153 indicates 
that, on average, the firms in the sample maintain 
moderate levels of debt. Leverage is an important 
factor to consider as it can impact both risk levels 
and disclosure practices.

These descriptive statistics establish a foundation for 
understanding the characteristics of the sample and the 
variables under study. They underscore the variability in 

Table 2  Risk disclosure index.  Source: Ismail and Eldeeb [18]

Category/Item of disclosure

Category 1 Strategic risk disclosure

1 Market competition

2 Market areas

3 Technological development

4 Regulatory changes

5 Economical changes

6 Mergers and acquisitions

7 Launch of new products

8 Business portfolio

9 Management of strategic risk

10 Research and development

Category 2 Operational risk disclosure

1 Patents and other industrial property rights

2 Information technology risks

3 Reputation and brand name development

4 Environmental

5 Health and Safety

6 Project deliveries

7 Quality controls

Category 3 Financial risk disclosure

1 Interest rate

2 Exchange rate

3 Liquidity

4 Credit

5 Commodity

Category 4 Damage risk disclosure

1 Insurances

2 Significant legal actions

Category 5 Risk management disclosure

1 Risk management policy

2 Risk management organization

Table 3  Sample selection process

(1) The initial sample consists of companies listed on the Egyptian Exchange 
(EGX100) for the period 2018–2021. (2). Financial institutions and banks were 
excluded due to their distinct regulatory environment and RD practices. 
(3) Companies with missing data for any of the study variables during the 
sample period were removed. (4). The final sample consists of 54 non-financial 
companies, resulting in 216 firm-year observations over the four-year period

Selection step Number of 
Companies

Observations

Initial sample (EGX100 companies) 100 400

Less: Financial institutions and banks (21) (84)

Less: Companies with missing data (25) (100)

Final sample 54 216
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ACC and AQ across firms, which could potentially affect 
RD practices. The relatively high mean RD score suggests 
that firms in the sample generally prioritize risk report-
ing, likely due to regulatory requirements or stakeholder 
expectations.

The observed variability in ACC and AQ corresponds 
with the literature’s emphasis on these factors as poten-
tial determinants of RD quality. For instance, the vari-
ation in ASIZE and meeting frequency supports the 
need to investigate their impact on RD, as proposed by 
Hasibuan and Auliya [15] and Mardessi [23]. Further-
more, the proportion of firms with Big 4 auditors (32%) 
provides an opportunity to explore the moderating role 
of AQ in the relationship between ACC and RD, as out-
lined in the study’s methodology.

Correlation analysis
The correlation analysis presented in Table  5 reveals 
several noteworthy relationships among the variables 
studied, providing insights into their interconnections 

and implications for RD practices. In examining the 
relationship between RD and ACC, we observe varying 
degrees of correlation. A moderate positive correlation 
of 0.6162 between RD and ASIZE suggests a significant 
association, supporting literature that indicates larger 
audit committees might enhance oversight of RD. This 
finding aligns with studies by Nekhili et al. [26] and Gull 
et al. [13], suggesting that larger committees may provide 
diverse expertise and perspectives, thereby improving 
RD oversight.

The correlation between RD and ACE (0.5164) indi-
cates a moderate positive relationship, consistent with 
Cohen et al. [9], who emphasized the importance of ACE 
in effective oversight of financial reporting. While not 
as strong as the correlation with committee size, it sup-
ports the notion that ACE contributes to improved RD. 
Conversely, the relationship between RD and ACI shows 
a weak negative correlation (− 0.1292), contrasting with 
findings by Alshabibi et al. [5]. This weak correlation may 
suggest that the mere presence of independent members 

Table 4  Descriptive analysis

Variable Obs Mean Std. Dev Min Max

Risk Disclosure 216 0.8133903 0.1223384 0.3846154 1

Audit Committee Size 216 0.3134259 1.21446 0 7

Audit Committee Financial Expertise 216 0.5324074 0.5001077 0 1

Audit Committee Independence 216 2.912037 1.292786 0 7

Audit Committee Meetings 216 5.115741 3.984917 0 23

Audit Quality 216 0.3194444 0.4673445 0 1

Firm Size 216 9.360776 0.8284453 7.323684 11.14213

Firm Leverage 216 0.5630153 0.3049329 0.039597 3.177269

Table 5  Correlation analysis.  Source: Calculations based on data collected

0–0.4 (Weak Relationship), 0.5–0.7 (Moderate Relationship), 0.7–0.9 (Strong Relationship)

Risk Disclosure Audit 
Committee 
Size

Audit 
Committee 
Financial 
Expertise

Audit 
Committee 
Independence

Audit 
Committee 
Meetings

Audit quality Firm size Firm leverage

Risk Disclosure 1.0000

Audit Committee 
Size

0.6162 1.0000

Audit Commit‑
tee Financial 
Expertise

0.5164 0.1574 1.0000

Audit Committee 
Independence

− 0.1292 0.8667 0.0800 1.0000

Audit Committee 
Meetings

− 0.2457 0.3399 0.0973 0.3460 1.0000

Audit quality 0.6131 0.0306 0.0451 0.0005 0.0825 1.0000

Firm size 0.7924 0.2668 0.0474 0.1918 0.1851 0.3748 1.0000

Firm leverage 0.1813 0.0103 0.0031 − 0.0287 − 0.1659 0.1311 0.2616 1.0000
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is insufficient for enhancing RD without effective com-
mittee practices.

Interestingly, the analysis reveals a weak negative cor-
relation (− 0.2457) between RD and ACM, which is sur-
prising given previous studies by Agustin et  al. [1] and 
Oghuma and Garuba [29] that found a positive asso-
ciation between meeting frequency and improved risk 
management. This unexpected result might reflect inef-
ficiencies in how meetings are conducted or differences 
in meeting effectiveness across firms.

Regarding AQ and firm characteristics, the analysis 
shows a moderate positive correlation (0.6131) between 
RD and AQ, suggesting that firms audited by Big 4 audi-
tors tend to have higher RD levels. This finding is con-
sistent with Alini et al. (2020), who highlighted that Big 
4 auditors are associated with higher AQ, potentially 
enhancing RD practices. SIZE demonstrates a strong 
positive correlation (0.7924) with RD, indicating that 
larger firms are more likely to disclose risks comprehen-
sively. This aligns with previous research suggesting that 
larger firms, with more resources and regulatory scrutiny, 
are better positioned to provide detailed RDs (Ibrahim 
and Hussainey 2019; Dey et  al. 2018). In contrast, LEV 
shows a weak positive correlation (0.1813) with RD, sug-
gesting that leverage has a minimal impact on RD prac-
tices compared to other factors such as SIZE or AQ.

In summary, the correlation analysis highlights that 
ASIZE, AQ, and SIZE are strongly associated with RD, 
supporting literature on their importance in enhancing 
disclosure practices. The weaker relationships observed 
with ACI and meetings warrant further investigation to 
understand the underlying factors affecting their effec-
tiveness. Additionally, the strong correlation between 
FSIZE and RD underscores the significant role of firm 
characteristics in shaping disclosure practices.

Panel data analysis
Testing first hypothesis  The first hypothesis in this 
research focuses on the relationship between ACC and 
risk reporting. To make sure we employed the appropri-
ate model to carry out the analysis, we proceeded to con-
duct a Hausman test and, based on the results (Hausman 
value = 2.01, p-value = 0.942), we would suggest a random 
effects model would be better suited for our analysis given 
that we failed to reject the null hypothesis that a random 
effects model is appropriate—by virtue of p > 0.05. Then, 
with the examination of the random effects model results 
presented in Table 6, we see some findings of interest with 
respect to ACC and risk reporting.

The analysis reveals a strong and positive connection 
between the FSIZE of the audit committee and the level 
of RD, indicated by a coefficient of 1.0988943 (p < 0.1). 
This result aligns with our correlation analysis and 

reinforces the idea that larger audit committees might 
improve RD practices. This finding is in line with pre-
vious studies by Nekhili et  al. [26] and Gull et  al. [13], 
which propose that bigger audit committees bring a 
wider array of expertise, potentially enhancing the over-
sight of RD. ACE also demonstrates a positive and signifi-
cant effect on RD, with a coefficient of 0.4579861 (p < 0.1). 
This result reinforces our correlation findings and is con-
sistent with Cohen et al. [9], who highlighted the critical 
role of ACE in effective financial reporting oversight. The 
positive relationship underscores the importance of hav-
ing knowledgeable members within audit committees to 
enhance RD.

In contrast, the coefficient for ACI is -0.6500983, 
though it is not statistically significant. This finding, 
while aligned with our correlation analysis, diverges from 
Alshabibi et al. [5], who reported a positive relationship 
between ACI and RD. The lack of significance suggests 
that the mere presence of independent members may not 
be sufficient to improve RD without effective practices 
and structures within the committee.

Similarly, ACM has a coefficient of − 3.5096741, which 
is negative and not statistically significant. This result 
corresponds with our unexpected correlation finding 
but contradicts previous studies by Agustin et al. [1] and 
Oghuma and Garuba [29], which identified positive asso-
ciations between meeting frequency and enhanced risk 
management. The negative direction and lack of signifi-
cance indicate a need for further investigation into how 
meeting frequency affects RD.

FSIZE shows a positive and significant relationship with 
RD, evidenced by a coefficient of 0.7967896 (p < 0.05). 
This supports our correlation analysis and is consistent 
with the findings of Ibrahim & Hussainey (2019) and Dey 
et  al. (2018), who suggest that larger firms, benefiting 

Table 6  Random effect.  Source: Calculations based on data 
collected

*** < 0.01, ** < 0.05, * < 0.1,”.” > 0.1

Variable Coefficients Standard error

Audit Committee Size 1.0988943* 0.0562238

Audit Committee Financial Expertise 0.4579861* 0.01128652

Audit Committee Independence − 0.6500983 0.0056309

Audit Committee Meeting − 3.5096741 0.2078458

Firm size 0.7967896** 0.0545602

Firm leverage − 0.3446830 0.0083702

Audit quality 0.0348012** 0.0023211

Sigma_u 1.3212052

Sigma_e 0.5100213

Rho 0.8703090



Page 15 of 20El‑Deeb et al. Future Business Journal          (2024) 10:130 	

from greater resources and regulatory oversight, are 
more likely to provide comprehensive RDs.

AQ also demonstrates a positive and significant impact 
on RD, with a coefficient of 0.0348012 (p < 0.05). This 
result corroborates our correlation findings and aligns 
with Alini et  al. (2020), indicating that firms audited by 
Big 4 auditors tend to exhibit higher levels of RD.

Lastly, LEV shows a negative coefficient of − 0.3446830, 
which is not significant. This finding partially aligns with 
our correlation analysis, which indicated a weak relation-
ship between leverage and RD.

Overall, these results offer partial support for our first 
hypothesis, particularly highlighting the positive influ-
ence of ASIZE and ACE on RD. However, the unexpected 
results concerning ACI and meeting frequency empha-
size the complexity of how ACC impact RD. The model’s 
explanatory power, with a rho of 0.8703090, suggests that 
a significant portion of the variance in RD is explained 
by the included variables, thus lending credibility to 
our findings. Nonetheless, the discrepancies observed 
between our results and existing literature underscore 
the need for further research to elucidate the mecha-
nisms through which ACC affect RD practices.

Testing second hypothesis  The second hypothesis in this 
study focuses on the moderating role of AQ on the asso-
ciation between ACC and RD. To test this relationship, it 
includes moderator variables in the random effects model, 
based on the outcome of the Hausman test. Overall, the 
results from the second hypothesis (auditor quality is a 
moderator; Table  7), is significant. The regression coef-
ficient for the moderator variable is 0.0488290 (p < 0.01), 
supporting that our moderator has a significant positive 
effect. Overall, these results provide compelling evidence 
for our second hypothesis that AQ will enhance the rela-

tionship between ACC and RD. The findings are aligned 
to Alini et al. [3] as the authors state that Big 4 auditors are 
associated with higher AQ, which could positively affect 
audit committees in the area of RD.

Regarding ACC and the moderating effect of AQ:

•	 ASIZE: The coefficient of 1.0023889 (p < 0.05) 
remains positive and significant. This result, when 
considered alongside the significant moderator 
variable (0.0488290, p < 0.01), suggests that AQ 
enhances the positive impact of larger audit com-
mittees on RD. This finding extends the work of 
Nekhili et  al. [26] and Gull et  al. [13] by demon-
strating that the effectiveness of larger audit com-
mittees in improving RD is further amplified when 
coupled with high-quality audits.

•	 ACE: With a coefficient of 0.9223894 (p < 0.1), ACE 
continues to show a positive and significant rela-
tionship with RD. The moderating effect of AQ 
implies that the impact of ACE on RD is stronger 
in the presence of high-quality audits. This interac-
tion effect builds upon Cohen et  al. [9]’s findings, 
suggesting that the combination of ACE and high-
quality audits creates a synergistic effect on RD 
practices.

•	 ACI: The coefficient for independence is 
−  0.3847399, remaining negative and non-signifi-
cant. Despite the introduction of the AQ modera-
tor, the relationship between independence and RD 
remains insignificant. This suggests that even high-
quality audits may not be sufficient to make inde-
pendence a significant factor in enhancing RD, con-
trasting with Alshabibi et al. [5]. The result implies 
that the effectiveness of independent members 
might depend on factors beyond AQ.

•	 ACM: The coefficient is − 2.8892002, negative and 
non-significant. The persistent lack of significance, 
even with the introduction of the AQ moderator, 
suggests that the frequency of meetings does not 
significantly impact RD, regardless of AQ. This 
finding contradicts Agustin et  al. [1] and Oghuma 
and Garuba [29] and indicates that the effectiveness 
of meetings in enhancing RD may depend on fac-
tors other than their frequency or the quality of the 
external audit.

The introduction of the AQ moderator significantly 
enhanced the model’s explanatory power, with rho 
increasing from 0.8703090 to 0.9583676. This sub-
stantial improvement indicates that incorporating 
the moderating effect of AQ has greatly enhanced our 
understanding of the variations in RD practices.

Table 7  Random effect with moderator.  Source: Calculations 
based on data collected

*** < 0.01, ** < 0.05, * < 0.1,”.” > 0.1

Variable Coefficients Standard error

Audit Committee Size 1.0023889** 0.4566480

Audit Committee Financial Expertise 0.9223894* 0.4690031

Audit Committee Independence − 0.3847399 0.0115664

Audit Committee Meeting − 2.8892002 0.0076432

Firm size 2.5509014** 0.0956672

Firm leverage − 0.6220307 0.0022481

Audit quality 0.0302991* 0.0012336

Moderator 0.0488290*** 0.0010037

Sigma_u 1.2113012

Sigma_e 0.2524651

Rho 0.9583676
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Results support our second hypothesis, demonstrat-
ing that AQ positively moderates the relationship 
between ACC and RD. The significant roles of ASIZE 
and ACE, coupled with the strong moderating effect 
of AQ, highlight their importance in improving RD. 
However, the continued lack of significance for ACI 
and meeting frequency suggests that these elements 
may need further exploration. Future research could 
delve into the qualitative dimensions of ACI and ACM 
effectiveness to better understand their roles in RD 
practices.

Robustness test
Stepwise regression is used as a robustness test to vali-
date and complement our panel data analysis results. This 
method was chosen for its ability to identify the most sig-
nificant predictors of RD among our variables of interest, 
thereby providing an alternative perspective on the rela-
tionships under study. Stepwise regression is particularly 
useful in this context as it can help mitigate potential 
multicollinearity issues and isolate the variables with the 
strongest explanatory power. By comparing the results 
of this approach with our panel data findings, we can 
assess the consistency and reliability of our conclusions 
across different statistical methods. This multi-method 
approach enhances the robustness of our study and pro-
vides a more comprehensive understanding of the factors 
influencing RD practices in Egyptian non-financial firms. 
The use of stepwise regression aligns with established 
practices in corporate governance research, where mul-
tiple analytical techniques are often employed to ensure 
the validity and generalizability of findings [7].

The stepwise regression analysis, detailed in Table  8, 
serves as a robustness check for the panel data results, 
aiming to pinpoint the most significant predictors of RD. 
This analysis identifies three primary variables with nota-
ble impacts on RD: ACM, ACE, and AQ.

Firstly, the regression shows a statistically significant 
negative coefficient of -0.009 for ACM (p < 0.001). This 
suggests that more frequent ACM are associated with 
lower levels of RD, a result that contrasts with the posi-
tive relationships typically reported in the literature [1, 

29]. This discrepancy might stem from the specific con-
text of Egyptian firms or potentially indicate nonlinear 
dynamics not captured by the linear model. Therefore, 
further exploration of this unexpected result is necessary.

Secondly, the coefficient for ACE is 0.057 (p < 0.001), 
which is positive and statistically significant. This find-
ing is consistent with both the panel data results and 
the literature, reinforcing the role of ACE in enhancing 
RD. This result supports Cohen et  al. [9] and Alshirah 
et  al. [6], who argue that ACE on the audit committee 
improves the quality of financial reporting and RD. The 
alignment across both analytical methods strengthens 
the validity of this finding.

Thirdly, the analysis reveals a positive coefficient of 
0.059 for AQ (p < 0.001). This outcome corroborates the 
panel data results and aligns with literature suggesting 
that higher AQ, particularly from Big 4 auditors, is linked 
to better RD practices. This finding is consistent with 
Alini et al. [3], who suggest that Big 4 auditors enhance 
RD to mitigate reputational risks. The robustness of this 
result across different analytical approaches reinforces its 
credibility.

The stepwise regression results provide several key 
insights:

1.	 The consistent significance of ACE and AQ across 
both analyses validates their critical roles in enhanc-
ing RD. This supports findings from the literature [3, 
6] regarding the importance of these factors.

2.	 The negative relationship between ACM and RD 
contrasts with panel data results and prevailing lit-
erature. This divergence highlights the need for fur-
ther investigation, potentially revealing context-spe-
cific factors influencing this relationship in Egyptian 
firms.

3.	 The stepwise regression did not include ASIZE and 
ACI as significant predictors, suggesting these vari-
ables might have a less direct impact on RD than ini-
tially hypothesized. This finding diverges from some 
existing literature (e.g., [13, 26]) and calls for a more 
nuanced exploration of these relationships.

Table 8  Stepwise regression analysis

a. Dependent Variable: Risk Disclosure

Model Unstandardized coefficients Standardized 
coefficients

t Sig

B Std. Error Beta

3 (Constant) 0.809 0.015 53.967 0.000

Audit Committee Meetings − 0.009 0.002 − 0.287 − 4.549 0.000

Audit Committee Financial Expertise 0.057 0.015 0.234 3.718 0.000

Audit Quality 0.059 0.016 0.225 3.582 0.000
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4.	 The R-squared value for the stepwise regression 
model, which is not provided in the table, would be 
essential for comparing the explanatory power of this 
model with the panel data analysis. This comparison 
would further validate the robustness of the findings.

In summary, while the stepwise regression supports 
the importance of ACE and AQ in influencing RD, it 
also reveals complexities, particularly concerning ACM. 
These results underscore the value of using multiple ana-
lytical approaches to ensure the robustness of corporate 
governance research findings and highlight the need for 
further investigation into the contextual factors affecting 
these relationships, especially in emerging markets like 
Egypt.

Discussion
The empirical findings of this study provide significant 
insights into the relationship between ACC, RD, and the 
moderating role of AQ. These results both corroborate 
and extend existing literature in several important ways. 
Table 9 summarizes the results of the empirical study and 
its relationship with literature.

Our analysis suggests a positive relationship between 
ACC and RD quality, and similarly to much prior 
research [1, 29], it supports our theoretical stance that 
greater audit committee attributes will lead to greater RD 
quality. More strictly, our data demonstrates that ASIZE, 
the level of ACE, and ACI is positively associated with 
RD quality. This is in line with work that has previously 
shown these positive relationships [1, 30, 36]. The posi-
tive relationship between ASIZE and RD quality suggests 
that ASIZE allows for diverse expertise and can arm the 
committee with greater room for resources in their over-
sight of risk. This is an extension of the work of Nekhili 
et  al. [26] and Gull et  al. [13], who provided evidence 
that larger audit committees provide benefit in terms RD 
quality.

The positive association of ACE aligns with Cohen et al. 
[9] and may speak to the smart use of audit committee 
members and their specialized knowledge to complete 
risk oversight. This implies that having financially literate 
members creates a relationship of literacy to achievably 

create a line of sight to effectively understand more com-
plex RDs. However, our findings regarding ACM diverge 
from some previous studies. While Agustin et al. [1] and 
Oghuma and Garuba [29] found a positive association 
between meeting frequency and risk management, our 
results show a non-significant relationship. This discrep-
ancy warrants further investigation and may indicate that 
the quality and content of meetings, rather than their fre-
quency, are more crucial for effective RD.

One of the contributions of this study is that we inves-
tigate AQ as a potential moderator of the relationship 
between ACC and RD. We find that high-quality audits 
amplify the effectiveness of audit committees facilitating 
RD; this adds to the work of Alshirah et al. [6] and Kosar 
et al., (2022). The effect for ACC is strongest for ASIZE 
and ACE—the interaction of these ACC with AQ creates 
a multiplicative effect on RD. This understanding pro-
vides us with an important perspective of how external 
processes of auditing may not only assist the audit com-
mittee, but might amplify its influence on RD.

Interestingly, the AQ interaction did not significantly 
impact the independent relationship between ACI and 
RD in RD. This expands Alshabibi et  al. [5] general and 
potentially distinguishing relationship; it suggests that 
the influence of independent members may involve fac-
tors other than AQ. Thus, this study further supports a 
more complex structured view than previously allowed 
or considered on governance relationships and points to 
a more nuanced understanding of the potential variables 
at play in RD.

Conclusion, limitation, and future research
This research adds to the current literature surrounding 
corporate governance through the mechanisms of ACC, 
RD, and the moderating influence of AQ. The implica-
tion of the empirical findings illustrates the intricacies of 
the relationship among ACC and RD and adds depth to 
our understanding of RD among firms. From the empiri-
cal findings, we also affirm much of the existing literature 
predicting ACC positively contributes to RD [1, 29]. We 
identify that an audit committee of a larger size, along 
with greater experience in finance, positively contributes 

Table 9  Summary of results and correlation with literature

Hypotheses Expected outcome based on literature Empirical finding Support from literature

ACC have a sig‑
nificant impact 
on RD

ACC have a significant impact on RD ACC have a significant impact on RD Strong support from studies Like Zulfikar et al. 
[36], Agustin et al. [1], Salem et al. [30]

AQ Moderates 
the relation 
between ACC 
and RD

AQ Moderates the relation between ACC 
and RD

The moderating role of AQ 
has a positive significant impact 
on ACC and RD

Strong support from studies Like Alshirah et al. 
[6], Kyari et al. [22]
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to further risky disclosure dynamics that we ultimately 
agree with other prior studies [9, 13, 26]. These results 
help push the discussion around the importance of a 
well-developed audit committee contributing to RD and 
enhancing corporate transparency from a multi-dimen-
sional perspective of risk management.

However, our study also revealed some unexpected 
findings. Unlike previous research [1, 29], we found no 
significant relationship between ACM frequency and RD 
quality. This divergence suggests that the effectiveness 
of ACM may depend more on their content and qual-
ity rather than their frequency, highlighting an area for 
future research.

A key focus of our research is examining AQ as a medi-
ator of the relationship between ACC and RD. Our find-
ing indicates the possibility of auditing being a remedy 
to assist audit committees in improving their RDs which 
extends the findings of Alshirah et al. [6] and Kyari et al. 
[22]. The effects of quality were especially pronounced 
with the size of the audit committee; notably, the ACE 
demonstrated as arguments supporting the view that 
internal governance created a partnering dynamic with 
quality of audit from outside. It is interesting to note, we 
did not observe quality moderating the relationship we 
found between ACI and RDs, as aligned with Alshabibi 
et al. [5] in our study. This finding emphasizes the com-
plexity of the dynamics of governance, meaning other 
forces may act on the ACI of audit committee members 
unrelated to the quality of audit.

Our study has important implications for practice and 
policy. The findings suggest that firms should focus on 
developing strong audit committees with adequate size 
and ACE to enhance RD quality. Moreover, the moderat-
ing role of AQ underscores the importance of high-qual-
ity external audits in strengthening the effectiveness of 
internal governance mechanisms.

However, the limitations of our study also point to 
areas for future research. The non-significant results for 
ACM and the limited impact of the moderating effect 
on independence highlight the need for more nuanced 
investigations into audit committee functioning. Future 
studies could explore qualitative aspects of audit com-
mittee effectiveness, such as the nature and content of 
discussions in meetings and the specific contributions of 
independent members.

In conclusion, while our study provides strong support 
for the importance of ACC and AQ in enhancing RD [30, 
36], it also reveals the complex and multifaceted nature 
of these relationships. As corporate governance contin-
ues to evolve, understanding these nuances will be cru-
cial for developing effective strategies to improve RD and, 
ultimately, financial performance.

This research contributes to the growing body of litera-
ture on corporate governance and RD, offering valuable 
insights for researchers, practitioners, and policymakers 
alike. By highlighting the interplay between internal gov-
ernance mechanisms and external AQ, our study paves 
the way for more comprehensive approaches to enhanc-
ing corporate transparency and risk management in an 
increasingly complex business environment. Further-
more, future studies may consider addressing these limi-
tations to provide a more comprehensive understanding 
of the relationship between  ACC, RD quality, and  AQ 
and to enhance the effectiveness of audit committees  in 
managing risk.

Policy recommendation
The findings of this study have several important policy 
implications for regulators, corporate boards, and audit 
professionals:

Strengthening Audit Committee Structure: Our results 
underscore the positive impact of larger audit commit-
tees and those with greater ACE on RD quality [9, 13, 
26]. Policymakers should consider mandating minimum 
requirements for ASIZE and ACE, particularly for pub-
licly listed companies. This could enhance the overall 
effectiveness of corporate governance and improve RD 
practices.

Emphasis on AQ: The significant moderating role of 
AQ in enhancing the relationship between ACC and RD 
[6, 22] suggests that regulators should focus on measures 
to improve and maintain high AQ. This could include 
stricter auditor independence rules, mandatory audit 
firm rotation, or increased oversight of audit practices.

Reexamining Meeting Frequency Requirements: 
Our findings regarding the non-significant relationship 
between ACM frequency and RD quality contrast with 
some previous studies [1, 29]. This suggests that poli-
cymakers should reconsider blanket requirements for 
minimum meeting frequencies and instead focus on the 
quality and content of these meetings.

Enhancing Independence Effectiveness: The limited 
impact of ACI on RD, even with high-quality audits, con-
trasts with some existing literature [5]. This implies that 
policymakers should look beyond mere numeric require-
ments for independent members and consider measures 
to enhance the effectiveness of independent directors, 
such as mandatory training programs or more stringent 
qualification criteria.

Integrated Approach to Governance: The complex 
interplay between ACC, AQ, and RD [30, 36] sug-
gests that policymakers should adopt a more holis-
tic approach to corporate governance. This could 
involve developing integrated frameworks that consider 
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the interdependencies between various governance 
mechanisms.

Disclosure Quality Standards: Given the importance of 
RD for investor decision-making, regulators should con-
sider developing more comprehensive standards for RD 
quality. These standards could be tied to the audit com-
mittee’s responsibilities and the external audit process.

By implementing these policy recommendations, regu-
lators and corporate governance bodies can contribute to 
enhancing the effectiveness of audit committees, improv-
ing AQ, and ultimately fostering better RD practices in 
the corporate sector. This, in turn, can lead to improved 
transparency, investor confidence, and overall market 
efficiency.
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