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This study conducts a systematic review combined with meta-
analysis to quantify the overall effect of financial reporting quality 
(FRQ) on firm value, thereby addressing inconsistencies in prior 
empirical findings (Chen et al., 2023; Gaio & Raposo, 2011). Based 
on data from 22 reputable Scopus-indexed articles (including 
41 effect sizes) screened following the PRISMA procedure, 
the study employs a random-effects model to estimate 
the correlation coefficient. The results confirm that FRQ has 
a positive and statistically significant impact on firm value, with 
an overall correlation coefficient of r = 0.091, supporting 
the predictions of agency theory (Jensen & Meckling, 1976) and 
signaling theory (Spence, 1973). Further analysis indicates that 
the market reacts more sensitively to accrual-based earnings 
management (r = 0.181) than to real earnings management. 
Although a high level of heterogeneity exists across studies 
(I2 > 98%) due to differences in measurement approaches, 
the findings remain robust after publication bias tests. The study 
provides important implications for managers and policymakers 
regarding the role of information transparency in reducing agency 
costs and maximizing firm value. 
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1. INTRODUCTION 
 
Financial reporting quality (FRQ) has long been 
considered a fundamental pillar ensuring transparency 
and efficient resource allocation in global capital 
markets. In the presence of the separation between 

ownership and control, which generates agency 
conflicts and information asymmetry, the financial 
reporting system serves as a core monitoring 
mechanism that reduces investors’ information risk 
(Etengu et al., 2026; Healy & Palepu, 2001; Jensen & 
Meckling, 1976; Lampiris et al., 2025). From 
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a theoretical perspective, seminal studies such as 
Lambert et al. (2007) argue that high-quality 
accounting information lowers the cost of capital, 
thereby increasing the present value of future cash 
flows and improving firms’ market valuation. 

Although theoretical frameworks predict 
a positive relationship between FRQ and firm value, 
empirical evidence over the past two decades has 
produced inconsistent and dispersed findings.  

A dominant research stream, exemplified by 
a broader set of empirical studies (Alsufy et al., 
2020; Chen et al., 2023; Dang et al., 2020; Gaio & 
Raposo, 2011; Intara et al., 2024; Nguyen et al., 2025), 
confirms that constraining earnings management 
and enhancing transparency exert a strong positive 
effect on firm value (measured by Tobin’s Q). 
In contrast, several studies conducted in emerging 
markets or weak legal environments report mixed 
results, with FRQ being statistically insignificant or 
even negatively associated with market value due to 
institutional and ownership-structure characteristics 
(Abner & Ferrer, 2019; Hutagaol-Martowidjojo et al., 
2019). This inconsistency largely stems from 
the diversity in FRQ measurement approaches, 
ranging from accruals quality to real earnings 
management, as well as differences in estimation 
methods across studies (Dechow et al., 2010). 

The dispersion of empirical findings has 
created a substantial research gap: the absence of 
a systematic quantitative synthesis capable of 
drawing generalized conclusions about the direction 
and magnitude of FRQ’s true impact on firm value. 
Most prior reviews remain primarily qualitative 
narrative surveys and have not adequately 
addressed bias arising from sample size or 
methodological heterogeneity (Dechow et al., 2010; 
Healy & Palepu, 2001). 

To address this gap, the present study conducts 
a meta-analysis combined with a systematic review 
based on 41 rigorously selected effect sizes 
following the PRISMA procedure. The primary 
novelty of this research lies in applying meta-
analytic statistical techniques to estimate the overall 
effect size of FRQ on firm value while quantifying 
heterogeneity across primary studies. Unlike 
individual empirical studies, this paper further 
examines the moderating role of measurement 
approaches by comparing the differential impacts of 
accrual-based earnings management and real 
earnings management on investor valuation. 

The contributions of this study are threefold. 
First, from a theoretical standpoint, the study 
provides aggregated empirical evidence supporting a 
positive relationship between FRQ and firm value, 
thereby contributing to the literature on agency 
theory and signaling theory. Second, the study helps 
to explore potential sources of inconsistencies in 
prior findings, suggesting that markets may respond 
more sensitively to accrual-based measures than to 
real activity manipulation (Abbas & Ayub, 2019). 
Finally, the findings offer important implications for 
policymakers and investors regarding the necessity 
of incorporating institutional and corporate 
governance contexts when evaluating earnings 
quality, rather than relying solely on accounting-
based indicators. 

The remainder of this paper is structured as 
follows. Section 2 presents the theoretical 
background and develops the research hypothesis. 

Section 3 details the research methodology, 
including the systematic literature review protocol 
and the meta-analytic study selection process. 
Section 4 reports the research results, encompassing 
the bibliometric analysis, qualitative systematic 
review, and quantitative meta-analysis findings. 
Section 5 discusses the synthesized results and 
explores the reasons for differences across primary 
studies. Section 6 concludes the paper, outlining 
the theoretical, practical, and policy implications 
derived from the findings, noting its limitations and 
suggesting directions for future research. 
 

2. LITERATURE REVIEW 
 

2.1. Underlying theories 
 
Agency theory posits that the separation between 
ownership and control generates conflicts of 
interest, allowing managers to pursue personal 
objectives rather than maximizing firm value (Jensen 
& Meckling, 1976). In this context, FRQ is viewed as 
an effective monitoring mechanism that constrains 
earnings management and reduces agency costs, 
thereby improving market valuation. According to 
signaling theory, in an environment of imperfect 
information, firms send credible signals to 
distinguish themselves from low-quality firms 
(Spence, 1973). Transparent financial reporting 
represents a positive signal of managerial capability 
and growth prospects, supporting improvements in 
Tobin’s Q. Meanwhile, information asymmetry 
theory suggests that informational disparities lead 
to adverse selection and moral hazard (Akerlof, 
1970); thus, transparency enhances the efficiency of 
capital markets (Healy & Palepu, 2001). 
 

2.2. The mechanisms linking FRQ to firm value 
 
Financial reporting quality affects firm value 
through several important economic mechanisms. 
First, high-quality accounting information reduces 
information risk, thereby lowering the firm’s risk 
premium and cost of capital (Lambert et al., 2007). 
Empirical evidence indicates that higher accrual 
quality is associated with a lower cost of capital 
(Francis et al., 2005), which increases the present 
value of future cash flows and firm value. Second, 
higher FRQ enhances the reliability of accounting 
earnings, limits undesirable volatility and earnings 
manipulation, and earnings quality measures are 
closely related to stock returns and valuation 
(Dechow et al., 2010). Finally, information 
transparency improves capital allocation efficiency, 
FRQ reduces overinvestment and underinvestment, 
thereby strengthening long-term firm value (Biddle 
et al., 2009). 
 

2.3. Hypothesis development 
 
Based on agency theory and signaling theory, FRQ 
plays a crucial role in mitigating information 
asymmetry and agency costs between managers and 
shareholders (Jensen & Meckling, 1976). Transparent 
financial information enables investors to evaluate 
future cash flows more accurately, reduces estimation 
risk and the cost of capital, and consequently 
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enhances firm value (Lambert et al., 2007). Empirical 
evidence from a wide range of studies (Alsufy 
et al., 2020; Chen et al., 2023; Dang et al., 2020; 
Gaio & Raposo, 2011; Intara et al., 2024; Nguyen 
et al., 2025) confirms that markets assign higher 
valuations to firms with superior earnings quality. 
Conversely, earnings management that distorts real 
operating performance or involves accrual 
manipulation often negatively affects firm value 
(Abbas & Ayub, 2019; Chen et al., 2023; Tulcanaza-
Prieto & Lee, 2022). Although some mixed or 
insignificant evidence exists in certain emerging 
markets (Abner & Ferrer, 2019; Folajimi et al., 2023; 
Hutagaol-Martowidjojo et al., 2019), the literature 
overall supports the following hypothesis: 

H1: Financial reporting quality has a positive 
effect on firm value. 
 

3. RESEARCH METHODOLOGY 
 

3.1. Systematic literature review protocol 
 
This study employs a systematic review approach 
following the guidelines to ensure transparency and 

replicability (Page et al., 2021). The procedure 
consists of four stages: identification, screening, 
eligibility assessment, and final inclusion. Data were 
collected from the reputable academic database 
Scopus to ensure the quality and international 
coverage of the selected studies. 

The search period includes articles published 
from 1992 to 2025, reflecting the strong 
development of FRQ research over the past two 
decades. The search keywords were: (“financial 
reporting quality” OR “earnings quality” OR 
“accounting quality” OR “accrual quality” OR 
“discretionary accruals” OR “earnings management”) 
AND (“firm value” OR “firm’s value” OR “Tobin’s Q” 
OR “market value”). 

The selection criteria included: 1) quantitative 
empirical studies; 2) examination of the relationship 
between FRQ and firm value; 3) provision of 
sufficient estimated coefficients and statistical 
information to compute effect sizes; 4) publication 
in peer-reviewed journals. Theoretical studies, case 
studies, unpublished dissertations, and articles 
lacking sufficient statistical data were excluded. 

 
Figure 1. PRISMA flow diagram for screening studies on the impact of FRQ on firm value 

 

 
Source: Authors’ elaboration. 

 

3.2. Study selection process 

 
The data coding procedure was designed using 
a standardized coding sheet to ensure consistency 
and reliability in evidence synthesis. For each study, 
the following information was collected: 1) author 
and publication year; 2) country/region; 3) sample 
size; 4) FRQ measurement method; 5) firm value 
proxy; 6) main estimated coefficient; 7) standard 
error or t-statistic; 8) regression method employed. 
The coding was performed independently by two 
researchers and reconciled through discussion to 
minimize subjective bias. To ensure comparability, 

coefficients were standardized into correlation 
coefficients (r) and converted into Fisher’s Z to 
stabilize variance (Borenstein et al., 2021). The meta-
analysis was conducted under both fixed-effects and 
random-effects models, with preference given to the 
random-effects model due to contextual 
heterogeneity across studies. Heterogeneity was 
assessed using the Q statistic and I2 index. 
Publication bias was examined using funnel plots, 
the Egger test (Egger et al., 1997), and the trim-and-
fill method (Duval & Tweedie, 2000). Meta-regression 
analysis was employed to investigate the moderating 
roles of measurement approach, market context, 
estimation techniques, and firm value proxies. 
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Search by article title and 
data source: Scopus 

(n = 385) 

The article was reviewed 
according to criteria 

(n = 379) 

The article was reviewed 
according to criteria 

(n = 330) 

The article was peer-
reviewed according to 

criteria (n = 274) 

Filter only English 
articles, which are news 

articles, and remove 
(n = 6) 

Step 1: Filter only articles, 
and remove (n = 4) 

Step 2: Extract full text 
and relevant content, 

remove (n = 56) 

Step 3: Not aligned with 
the goal and insufficient 
information: t-student (t), 

p, beta (n = 56) 

330 articles were 
identified as suitable for 

bibliometric  

274 full-text articles were 
used for systematic  

22 articles were analyzed 
using meta-analysis 
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Although this study primarily employs 
a PRISMA-compliant systematic review and 
a frequentist meta-analysis to quantify the overall 
effect size, several alternative methods could also be 
suitable for synthesizing literature in this domain. 
For qualitative synthesis, a narrative review or 
a scoping review could be utilized to deeply explore 
the theoretical nuances and map the diverse 
conceptualizations of FRQ across different 
institutional contexts without the strict statistical 
requirements of a meta-analysis. On the quantitative 
side, alternative approaches such as Bayesian meta-
analysis could be applied to incorporate prior 
knowledge and probabilities into the effect size 
estimation. Additionally, meta-analytic structural 
equation modeling (MASEM) serves as a robust 
alternative method that could be employed to 
simultaneously test complex mediating and 
moderating pathways, such as corporate governance 
mechanisms, between FRQ and firm value. 
 

4. RESEARCH RESULTS 
 

4.1. Bibliometric analysis results 
 
Figure 2 illustrates the strong temporal growth of 
research on FRQ and firm value. Before 2005, 
the number of publications was limited and 
scattered, reflecting an early stage of scholarly 
interest and the formation of the theoretical 
foundation. Following the 2008 global financial 
crisis, the volume of studies increased substantially, 
with a particularly clear acceleration from 2016 
onward. The period 2018–2024 recorded rapid and 
stable growth, peaking in 2024, indicating that this 
topic has become a central research stream in 
empirical finance and accounting. The continuously 
increasing trend also implies methodological 
diversification, including panel regressions, 
generalized method of moments (GMM) techniques, 
and more recent systematic reviews and meta-
analyses. This pattern confirms both the timeliness 
of the topic and the need for comprehensive 
quantitative synthesis in the present study. 

 
Figure 2. Annual scientific production 

 

 
Source: Authors’ elaboration using Bibliometrix. 

 
The bibliometric analysis presented in Figure 3 

depicts the intellectual structure of the research 
topic, organized closely around the largest central 
node, “earnings management”. This central position 
reflects the pivotal role of earnings manipulation 
behavior, including both accrual-based adjustments 

and real activities, in measuring FRQ and its impact 
on market valuation. The network structure is 
divided into three main thematic clusters, 
representing different theoretical and empirical 
research approaches. 
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Figure 3. Keyword co-occurrence 
 

 
Source: Authors’ elaboration using VOSviewer. 

 
First, the red cluster concentrates on core 

concepts such as “discretionary accruals”, 
“accruals”, “audit quality”, and “IFRS.” This group 
represents the traditional research stream 
approaching FRQ through accrual quality and 
the role of institutional frameworks. Studies in this 
cluster commonly employ the modified Jones model 
to measure abnormal accruals as a proxy for 
earnings manipulation and then examine its negative 
impact on firm value through the agency cost 
mechanism (Eissa & Kamal, 2025; Lisboa et al., 
2025). In addition, audit quality (Alshammari, 2025; 
Igbinovia & Ekwueme, 2024; Siladjaja et al., 2022) 
and the adoption of international accounting 
standards (Radwan & Xiongyuan, 2024; Uzun Kocamış 

et al., 2026; Xiong et al., 2023) are considered 
important external monitoring mechanisms that 
constrain earnings management behavior and 
improve the value relevance of accounting 
information for investors. 

Second, the blue cluster closely links 
the keywords “real earnings management” (REM), 
“firm performance,” and “Tobin’s Q.” This cluster 
reflects a shift in the literature toward examining 
the direct relationship between real earnings 
management and firm performance/value. Unlike 
accrual-based manipulation, REM directly affects 
cash flows and core business operations and 
therefore often generates more severe long-term 
consequences for firm value, commonly measured 
using Tobin’s Q (Kim & Kim, 2018; La Soa et al., 
2025; Lee & Chun, 2023). Recent studies in this 
cluster also indicate that REM may weaken 
the relationship between financial performance and 
overall firm value, particularly when considered 
alongside non-financial factors. 

Third, the green cluster emphasizes 
the keywords “financial reporting quality”, “value 
relevance”, and “emerging markets”. This group 
reflects research on the value relevance of 
accounting information, particularly in emerging 
markets such as Vietnam (Dinh et al., 2020; La Soa 
et al., 2025), Indonesia (Shahwan et al., 2024), and 
Brazil (Gao et al., 2025). In these markets, FRQ 
serves as an important signal that reduces 
information asymmetry and improves stock 
valuation (Alsufy et al., 2020). Notably, the strong 
connection between the “corporate governance” 
node and other clusters on the map highlights 
the important moderating role of governance 
mechanisms. Effective corporate governance 
(e.g., board independence and institutional 
ownership) is a key factor in constraining earnings 
management and strengthening the positive effect of 
FRQ on firm value (Hudaib, 2025; Lisboa et al., 2025; 
Saleh & Mansour, 2024). Overall, the network 
structure indicates a shift in the literature from 
measuring isolated financial indicators toward 
a multidimensional integrated approach. 
Contemporary studies increasingly consider FRQ not 
in isolation but in relation to corporate social 
responsibility (Charoensuk et al., 2025; Ekawati, 
2025; Saji & Rajeev Kumar, 2025) and governance 
mechanisms to provide a more comprehensive 
explanation of firm value dynamics. 

The results derived from the author’s co-
citation map (Figure 4) illustrate the foundational 
intellectual structure of the research topic, 
organized into academic clusters with clearly 
differentiated theoretical traditions. 

First, the central cluster (orange) revolves 
around the authors, Barth, M. E. and 
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Burgstahler, D. C., representing the dominant 
research stream on value relevance. Scholars in this 
group establish the theoretical foundation for 
the direct linkage between accounting information 
quality and stock market reactions. Subsequent 
studies within this stream typically examine 
the explanatory power of earnings and book value 
for fluctuations in firm value, particularly across 
different market contexts (Choi et al., 2025). 

Second, the green cluster, with prominent 
nodes, such as Dechow, P. M., Healy, P. M., and 

Cohen, D. A., reflects the theoretical pillar of 
earnings management. This group provides classic 
measurement models for accruals and real earnings 
management to assess earnings quality. Measures 
developed within this stream, notably the modified 
Jones model and the Dechow-Dichev model, are 
widely used to detect earnings manipulation arising 
from agency problems and information asymmetry 
(Eissa & Kamal, 2025; Kustono & Effendi, 2016). 

 
Figure 4. Author’s co-citation analysis 

 

 
Source: Authors’ elaboration using VOSviewer. 
 

Third, the red cluster focuses on scholars such 
as Bebchuk, L. A., Armstrong, C. S., and Biddle, G. C. 
(together with Adams, R. B.), emphasizing the role of 
corporate governance. This research stream clarifies 
the monitoring mechanisms of boards of directors 
and ownership structure in constraining managerial 
opportunism, thereby protecting shareholder 
interests and enhancing firm value. The linkage of 
this cluster with others reinforces the view that 
effective corporate governance is a key factor in 
ensuring the transparency of financial reporting 
(Bisettia, 2024). 

Finally, the blue cluster, represented by 
Beaver, W. H. and Badertscher, B. A., is closely 
associated with research on the reliability and 
predictive ability of accounting information. Studies 

within this group typically examine how markets 
price earnings components and the long-term 
valuation effects of earnings management strategies 
(such as income-decreasing behavior) (Hwang & 
Lee, 2012). 

Overall, the network structure indicates that 
research on the impact of FRQ on firm value is built 
upon three main theoretical pillars: 1) agency theory, 
2) information asymmetry theory, and 3) the value 
relevance framework. The interaction among these 
clusters reflects an integrative research trend in 
which FRQ is not merely considered an accounting 
variable but rather the outcome of complex 
interactions among managerial incentives, 
monitoring mechanisms, and market reactions. 
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Figure 5. Thematic map 
 

 
Source: Authors’ elaboration using Bibliometrix. 

 
The analytical results (Figure 5) depict 

the multidimensional intellectual structure of 
the research field, distributed into four distinct 
zones based on two axes: centrality (reflecting 
importance and connectivity with other topics) and 
density (reflecting the internal development and 
maturity of a theme). 

First, the motor themes group (upper-right 
quadrant) includes keyword clusters with high 
centrality and high development, acting as 
the primary theoretical and practical drivers of 
the field’s evolution. Prominent topics in this group 
include “financial leverage”, “sustainability”, 
“corporate performance”, and “agency problems”. 
The presence of sustainability and agency problems 
in this region indicates the growing interest in 
integrating non-financial factors into firm 
performance evaluation (Alharasis, 2025; Saji & 
Rajeev Kumar, 2025), while reinforcing the role of 
agency theory in explaining the relationship between 
capital structure, reporting quality, and firm value 
(Alhadi et al., 2021; Almhairat et al., 2024; 
Herghiligiu et al., 2024; Lisboa et al., 2025). Studies 
in this group commonly incorporate financial 
leverage as either a monitoring mechanism or a risk 
factor influencing earnings management decisions 
and market valuation. 

Second, the Basic Themes group (lower-right 
quadrant) focuses on the most fundamental and 
core concepts of the field, including “earnings 
management”, “firm value”, and “corporate 
governance”. The position of this group (high 
centrality but lower density than motor themes) 
suggests that these topics are foundational and 
widely connected across the research network, yet 
still offer substantial room for expansion and deeper 
investigation (Harb et al., 2025; Sanjaya et al., 2025). 
In particular, the close linkage between earnings 
management and corporate governance reflects 

the dominant research stream examining governance 
mechanisms as important moderating factors in 
financial reporting behavior and firm valuation  
(Al-Zaqeba et al., 2022; Kapoor & Goel, 2025; 
Sulimany, 2024). Additionally, themes related to 
integrated reporting and audit committees appear in 
this area, emphasizing the shift toward 
comprehensive information quality assessment and 
the role of internal monitoring (Almaqoushi & 
Powell, 2021; Darminto et al., 2024). 

Third, the niche themes group (upper-left 
quadrant) includes highly specialized topics such as 
“accounting earnings quality”, “earnings 
smoothness”, “company value”, and “Tobin’s Q”. 
These themes exhibit strong internal development 
but limited connections with other clusters, typically 
focusing on technical accounting aspects such as 
measuring earnings quality through smoothness 
(Munjal & Singh, 2025; Munjal et al., 2021), or 
context-specific studies in markets such as Iraq  
(Al-Nasser et al., 2025). The presence of investor 
protection and legal institutions in this region also 
indicates that studies on legal frameworks and 
investor protection are often developed as 
independent research streams or within specific 
market contexts (Ünsal Memis & Çetenak, 2012; Xu 
et al., 2023). 

Finally, the emerging/declining themes group 
(lower-left quadrant) contains topics such as “audit 
risk”, “cost of equity capital”, “managerial 
entrenchment”, and “market valuation” in particular 
country settings (e.g., Russia and India). This 
position suggests two possibilities: either these are 
emerging topics gaining increasing attention (such 
as supply chain management in relation to firm 
value) (Firmansyah & Ardi, 2020; Siladjaja & 
Markonah, 2020), or they are themes gradually 
reaching maturity. Notably, the relationship between 
audit risk and market valuation is being 
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reconsidered in light of recent crises or regulatory 
changes (Gao et al., 2025; Mohapatra et al., 2021). 
Overall, the strategic map structure shows a strong 
convergence among earnings management, 
governance mechanisms, and market context 
(particularly emerging markets) in research on 
the FRQ-firm value relationship. The research trend 
is shifting from a sole focus on financial metrics 
toward integrating sustainability and strategic 
governance factors (Charoensuk et al., 2025; Saji & 
Rajeev Kumar, 2025). 
 

4.2. Systematic review 

 

4.2.1. Methodological characteristics of the studies 
 
The selected studies reveal diversity in variable 
measurement approaches and estimation 
techniques. Regarding FRQ measurement, the most 
common method is the use of discretionary accruals 
based on the modified Jones model as a proxy for 
earnings management (Almari et al., 2021; Chen 
et al., 2023). In addition, some studies measure REM 
using abnormal cash flows and production costs 
(Abbas & Ayub, 2019), while others focus on 
earnings attributes such as persistence, predictability, 
and timeliness (Dang et al., 2020; Hutagaol-
Martowidjojo et al., 2019). For firm value, Tobin’s Q 
is the dominant proxy reflecting market 
expectations of growth potential (Subanidja et al., 
2016; Tulcanaza-Prieto & Lee, 2022), alongside 
accounting performance indicators such as return 
on assets (He et al., 2022). In terms of estimation 
methods, panel data regression using fixed-effects 
or random-effects models is widely applied (Alsufy 
et al., 2020), together with advanced techniques such 
as GMM or SEM to address endogeneity issues 
(Abner & Ferrer, 2019; Garanina, 2024). 

Trend of the FRQ→firm value relationship: 
The literature review indicates that the impact of 
FRQ on firm value is predominantly positive, 
although clear heterogeneity remains. Most studies 
document that higher FRQ (or lower earnings 
management) increases firm value by reducing 
information asymmetry and agency costs (Alsufy 
et al., 2020; Chen et al., 2023; Dang et al., 2020; 
Gaio & Raposo, 2011; Intara et al., 2024; Nguyen 
et al., 2025). However, some empirical studies find 
no statistically significant relationship between 
earnings management behavior and firm value 
(Abner & Ferrer, 2019; Malahim et al., 2022). Notably, 
contradictory results appear in certain emerging 
markets, where FRQ shows a negative association 
with market valuation, or fraudulent and earnings 
management activities positively affect firm value in 
the short term (Folajimi et al., 2023; Hutagaol-
Martowidjojo et al., 2019). 
 

4.2.2. Documented transmission mechanisms 
 
FRQ affects firm value primarily through reducing 
information asymmetry, thereby strengthening 
investor confidence and lowering estimation risk 
(Alsufy et al., 2020; Tulcanaza-Prieto & Lee, 2022). 
A direct consequence is a decline in the cost of 
capital, as capital providers demand lower risk 
premiums for transparent and reliable information 
(Dang et al., 2020; Intara et al., 2024; Siladjaja et al., 
2022). Moreover, high FRQ reduces market frictions 

and financial constraints, improving access to 
financing and liquidity (Alsufy et al., 2020; Khan & 
Shoaib, 2024). Finally, high-quality accounting 
information serves as a signaling mechanism 
guiding resource allocation, enhancing investment 
efficiency, and preventing managerial misallocation 
decisions (Abbas & Ayub, 2019; Li et al., 2024). 
 

4.2.3. Identified moderating factors 
 
The relationship between FRQ and firm value is 
heterogeneous and influenced by important 
moderating variables. IFRS adoption, although 
expected to enhance transparency, shows mixed 
results; its effectiveness depends largely on 
managerial incentives and enforcement mechanisms 
across countries rather than on the standards 
themselves (Hutagaol-Martowidjojo et al., 2019; 
Leung, 2016). In terms of governance environment, 
strong investor protection and corporate governance 
play a crucial role in reinforcing the positive effect 
of FRQ on market valuation while constraining 
earnings management behavior (Intara et al., 2024; 
Tulcanaza-Prieto & Lee, 2022). Audit quality also 
mitigates the negative effects of low-quality 
information (Subanidja et al., 2016). Finally, market 
characteristics, particularly during financial crises, 
increase the sensitivity of firm value to fluctuations 
in earnings quality (Chen et al., 2023). 
 

4.2.4. Research gaps 
 
The literature review reveals significant gaps that 
need to be addressed to strengthen the theoretical 
understanding of the FRQ-firm value relationship. 
First, there is a lack of multinational or cross-
institutional comparative studies, as most existing 
research focuses on single-country datasets in 
specific emerging markets such as Jordan, Vietnam, 
or Russia (Alsufy et al., 2020; Dang & Pham, 2022; 
Garanina, 2024; Hung et al., 2023; Hung & Van, 
2020a, 2020b; Hung et al., 2020; Thanh Dong et al., 
2025; Van Khanh & Hung, 2020). Second, 
endogeneity and causal inference issues remain 
insufficiently addressed in many traditional 
regression models, although some recent studies 
have begun applying GMM or two-stage least squares 
(2SLS) to mitigate estimation bias (Tulcanaza-Prieto 
& Lee, 2022). Finally, comparisons across FRQ 
measurement approaches remain limited; most 
studies rely on accrual-based measures rather than 
integrating multidimensional metrics such as 
persistence, predictability, or real earnings 
management to comprehensively capture earnings 
quality (Darminto et al., 2024; Leung, 2016). 
 

4.3. Meta-analysis results 
 
The meta-analysis results (Table 1) indicate that FRQ 
has a positive and statistically significant effect on 
firm value (FV). The overall corrected correlation 
coefficient reaches r = 0.091 (k = 41; z = 3.79; 
p < 0.001), with a 95% confidence interval of [0.044; 
0.139], implying a positive but small association 
according to Cohen’s benchmark. Subgroup analysis 
reveals substantial differences across FRQ proxies. 
Specifically, accrual-based earnings management 
(EM) exhibits the strongest effect (r = 0.181; 
p = 0.0046), whereas random-effects model is not 
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statistically significant (r = 0.068; p = 0.1598). 
Earnings quality (EQ) shows a positive but modest 
influence (r = 0.04; p = 0.012). 

However, heterogeneity across studies is 
extremely high (I2 = 98.19%; Q = 1203.12; p < 0.001), 
suggesting considerable variation in institutional 
contexts, variable measurements, and estimation 
methods. This implies the necessity of considering 

moderate variables such as the legal environment, 
capital market development, or corporate governance 
mechanisms. Overall, the empirical evidence 
supports the hypothesis that FRQ contributes to 
enhancing firm value, although the magnitude of 
the effect depends substantially on measurement 
approaches and research conditions. 

 
Table 1. Summary of the impact of FRQ on firm value 

 
Content Number of effect sizes (k) Corrected r SE z Prob 95% CI 

Overall 41 0.091 0.02401 3.79 0.0002 [0.044, 0.139] 

EM -> FV 15 0.181 0.06373 2.84 0.0046 [0.056, 0.306] 

REM -> FV 6 0.068 0.04823 1.41 0.1598 [-0.027, 0.162] 

EQ -> FV 20 0.04 0.01594 2.51 0.0120 [0.009, 0.071] 

Note: Heterogeneity: tau2 = 0.0209; I 2 (%) = 98.19; H2 = 55.19. Test of homogeneity: Q = chi2(40) = 1203.12; Prob > Q = 0.0000. 

 
Table 2 reports the comparison between 

the fixed-effects and random-effects models, 
revealing a substantial difference in the estimated 
effect size. The fixed-effects model estimates 
the corrected correlation coefficient r = 0.057 
(p < 0.001), whereas the random-effects model 
produces a higher estimate (r = 0.091; p < 0.001). 
This discrepancy reflects considerable heterogeneity 
among primary studies, implying that the 

homogeneity assumption underlying the fixed-
effects model is inappropriate. Sensitivity analysis 
after excluding outlier studies (k = 38) shows 
the coefficient declining to r = 0.059 but remaining 
statistically significant (p < 0.01), confirming 
the relative robustness of the findings. Overall, 
the evidence supports a positive yet modest effect of 
FRQ on firm value. 

 
Table 2. Summary of the impact of FRQ on firm value by estimation method 

 

Content 
Number of effect 

sizes (k) 
Corrected r SE z p 95% CI 

Fixed effects  41 0.057 0.0029 19.46 0.0000 [0.051, 0.062] 

Random effects 41 0.091 0.024 3.79 0.0002 [0.044, 0.139] 

Random effects (Outlier sensitivity) 38 0.059 0.0177 3.33 0.0009 [0.024, 0.094] 

 
Table 3 presents the meta-regression results, 

indicating that the measurement of FRQ is a key 
source of heterogeneity in estimating its impact on 
firm value. In the univariate model, the proxy 
variable EQ_FRQ_measure has a negative and 

statistically significant coefficient (𝛽 = -0.122; 

p < 0.05), implying that the earnings-quality–based 
measurement reduces the magnitude of 
the correlation relative to the reference group. This 
result remains consistent and becomes stronger in 

the multivariate model (𝛽 = -0.145; p < 0.01), 

confirming the moderating role of the FRQ 
measurement choice. In contrast, REM_FRQ_measure 
and the firm value measures (Book_FV, Market_FV) 
are not statistically significant. The country context 
variable (Country_type) also shows no meaningful 
effect. Overall, the evidence suggests that 
methodological differences, particularly those 
related to earnings quality measurement, are 
the primary explanation for heterogeneity across 
studies. 

 
Table 3. Meta-regression results of the impact of FRQ on firm value 

 

Variable 
Univariate meta-regression 

Multivariate meta-regression 
FRQ measurement Firm value measure Country context 

EQ_FRQ_measure  
-0.122**   -0.145*** 

[-2.33]   [-2.66] 

REM_FRQ_measure  
-0.102   -0.078 

[-1.44]   [-0.97] 

Book_FV_measure 
 -0.0693  -0.0798 
 [-0.75]  [-0.80] 

Market_FV_measure 
 -0.0336  -0.0812 
 [-0.39]  [-0.96] 

Country_type 
  -0.05 -0.107 
  [-0.75] [-1.55] 

_cons 
0.169*** 0.100*** 0.0997*** 0.208*** 

[4.16] [3.70] [3.74] [4.44] 

N 41 41 41 41 

 
The regression-based Egger test (random-

effects) indicates the presence of small-study 
effects. The bias coefficient 𝛽1 = 1.85 with 
a standard error of 0.628 (z = 2.94; p = 0.0033), 

allowing rejection of the null hypothesis (H0: 𝛽1 = 0). 
This suggests the possibility of publication bias or 

effect size inflation in studies with small sample 
sizes. Consequently, the overall estimated relationship 
between FRQ and firm value may be overstated. 
Additional corrective analyses (e.g., trim-and-fill) are 
therefore required to assess the robustness of 
the findings. 
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The nonparametric trim-and-fill analysis 
(random-effects model) shows that no studies were 
imputed (imputed = 0). The pooled effect size 
remains unchanged at 0.091 before and after 
adjustment, with a 95% confidence interval [0.044; 
0.139]. This implies that although the Egger test 
suggests potential small-study effects, the trim-and-
fill procedure does not detect clear evidence of 
publication bias distorting the overall estimate. 
Accordingly, the positive effect of FRQ on firm value 
can be considered relatively stable and statistically 
robust. 
 

5. DISCUSSION 
 

5.1. Interpretation of the synthesized results 
 
The meta-analytic results derived from 22 studies, 
with a primary-study sample size (k = 41), provide 
empirical evidence confirming a positive and 
statistically significant relationship between FRQ 
and firm value. Based on the overall correlation 
coefficient, this finding supports hypothesis H1 and 
is consistent with the predictions of agency theory 
(Jensen & Meckling, 1976) and signaling theory 
(Spence, 1973). Specifically, high-quality financial 
reporting functions as an effective monitoring 
mechanism that mitigates information asymmetry 
and agency costs, thereby reducing the cost of 
capital and increasing firms’ market valuation 
(Lambert et al., 2007). 

These findings align with the mainstream 
empirical literature across both developed and 
emerging markets, such as Chen et al. (2023) and 
Gaio and Raposo (2011), indicating that capital 
markets respond positively to transparent 
information. Notably, subgroup analysis reveals that 
FRQ measured through the limitation of accrual-
based earnings management exhibits a stronger 
effect (r = 0.181) compared with random-effects 
model. This suggests that investors tend to be more 
sensitive to, and penalize more heavily, direct 
accounting manipulation recorded in financial 
statements than operational adjustments, which are 
inherently more difficult to detect (Abbas & Ayub, 
2019; Cohen & Zarowin, 2008). However, the high 
level of heterogeneity (I2 > 98%) also indicates that 
the strength of this relationship is strongly 
influenced by contextual factors such as 
the institutional environment and corporate 
governance mechanisms across countries. 
 

5.2. Why do results differ across studies? 
 
The substantial heterogeneity observed across 
studies (I2 > 98%) primarily stems from differences 
in variable measurement approaches and 
institutional contexts. First, the choice of FRQ proxy 
generates clear divergence in findings. Studies 
focusing on discretionary accruals typically report 
a strong negative impact of earnings management 
on firm value, whereas measures based on random-
effects model often produce mixed or statistically 
insignificant results due to the inherently less 
detectable nature of such practices (Abbas & Ayub, 
2019; Tulcanaza-Prieto & Lee, 2022). 

Second, institutional environments and 
corporate governance mechanisms play a critical 
moderating role. In emerging markets, where 

investor protection is relatively weak, the impact of 
FRQ may diminish or vary depending on ownership 
structure and dividend policy, leading to 
heterogeneous outcomes such as a negative 
association between FRQ and Tobin’s Q (Hutagaol-
Martowidjojo et al., 2019; Intara et al., 2024). Finally, 
the adoption of endogeneity-controlling estimation 
techniques (e.g., GMM or 2SLS) generally produces 
more conservative and distinct estimates compared 
with traditional ordinary least squares models (Khan 
& Shoaib, 2024). 
 

6. CONCLUSION 
 
The meta-analytic findings strongly reinforce 
the predictive validity of agency theory (Jensen & 
Meckling, 1976) and signaling theory (Spence, 1973) 
in the modern financial context. Empirical evidence 
confirms that FRQ is not merely a matter of 
regulatory compliance but functions as a core 
governance mechanism that reduces information 
asymmetry and the cost of capital, thereby 
enhancing firm value (Lambert et al., 2007). A key 
theoretical contribution of this study lies in 
clarifying the heterogeneous transmission 
mechanism: markets react more sensitively and 
penalize accrual-based earnings management more 
severely than real activity manipulation (Abbas & 
Ayub, 2019). This finding suggests that future 
valuation frameworks should more closely integrate 
accounting measurement characteristics and 
institutional context to comprehensively explain 
variations in market valuation (Leuz et al., 2003). 

The findings provide important practical 
implications for stakeholders. For managers, 
improving FRQ and constraining earnings 
management, particularly accrual manipulation, is 
an essential strategy to reduce the cost of capital 
and maximize market value (Abbas & Ayub, 2019). 
For investors, FRQ should be treated as a core risk-
screening criterion; combining earnings quality 
analysis with corporate governance assessment 
enhances the accuracy of forecasting future cash 
flows and firm prospects (Intara et al., 2024; 
Siladjaja et al., 2022). Finally, regulators should 
prioritize strengthening legal frameworks and audit 
quality oversight to mitigate information 
asymmetry, especially in emerging markets where 
investor protection remains limited (Malahim 
et al., 2022; Subanidja et al., 2016). 

The high heterogeneity across studies 
underscores the crucial role of institutional 
environments in determining the effectiveness of 
accounting information. Policymakers should 
enhance legal enforcement and investor protection 
mechanisms, particularly in emerging markets where 
information risk remains high (Dang et al., 2020; 
Garanina, 2024). Adoption of international 
accounting standards is necessary to improve 
transparency, but it must be accompanied by strict 
compliance monitoring to ensure substantive rather 
than merely formal quality (Hutagaol-Martowidjojo 
et al., 2019; Leung, 2016). In addition, regulators 
should impose stringent sanctions against earnings 
management while promoting effective corporate 
governance mechanisms to reduce information 
asymmetry and stabilize capital markets (Siladjaja 
et al., 2022; Tulcanaza-Prieto & Lee, 2022). 
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This study provides synthesized empirical 
evidence on the relationship between FRQ and firm 
value through a meta-analysis based on 41 effect 
sizes. The results confirm that FRQ has a positive 
and statistically significant impact on firm value, 
with an overall correlation coefficient of r = 0.091. 
This finding supports hypothesis H1 and is 
consistent with agency theory and signaling theory, 
indicating that high-quality disclosure reduces 
information asymmetry, lowers the cost of capital, 
and enhances investor confidence (Jensen & 
Meckling, 1976; Lambert et al., 2007). 

However, the study also documents substantial 
heterogeneity, reflecting variations in research 
contexts and measurement approaches. Specifically, 
the impact of FRQ is stronger when measured using 
accrual-based proxies than random-effects model, 
implying that markets react more sensitively to 
direct accounting manipulation recorded in financial 
statements (Abbas & Ayub, 2019). At the same time, 
corporate governance is identified as a key factor 
reinforcing this relationship, particularly in 
emerging markets (Intara et al., 2024; Tulcanaza-
Prieto & Lee, 2022). Accordingly, managers are 
advised to treat FRQ as a core strategic instrument 

for value maximization rather than merely 
a compliance requirement. For policymakers, 
improving disclosure regulations and audit oversight 
is necessary to protect investors and enhance capital 
market efficiency (Garanina, 2024). 

This study also has several limitations. First, 
the high heterogeneity among primary studies and 
indications of publication bias require caution when 
generalizing the findings. Second, FRQ measures are 
predominantly accrual-based rather than 
multidimensional constructs such as persistence or 
predictability. Despite these limitations, this paper is 
highly important for future research as it establishes 
a robust quantitative baseline that synthesizes two 
decades of fragmented empirical evidence. By 
clarifying the specific impact of different FRQ 
measurement approaches, this study provides 
a reliable foundation for subsequent scholars. 
Therefore, future research should build upon these 
synthesized findings to expand to cross-country 
comparisons to test institutional effects and 
integrate non-financial variables, such as 
environmental, social, and governance, in order to 
more comprehensively explain the transmission 
mechanism. 

 

REFERENCES 
 
Abbas, A., & Ayub, U. (2019). Role of earnings management in determining firm value: An emerging economy 

perspective. International Journal of Advanced and Applied Sciences, 6(6), 103–116. 
https://doi.org/10.21833/ijaas.2019.06.015  

Abner, R. A., & Ferrer, R. C. (2019). The role of corporate social responsibility on the link of real earnings 
management with financial performance and firm value of publicly listed companies in the Philippines. 
Asia-Pacific Social Science Review, 19(2), 15–29. https://doi.org/10.59588/2350-8329.1219  

Akerlof, G. A. (1970). The market for “lemons”: Quality uncertainty and the market mechanism. The Quarterly 
Journal of Economics, 84(3), 488–500. https://doi.org/10.2307/1879431  

Alhadi, A., Habib, A., Taylor, G., Hasan, M., & Al-Yahyaee, K. (2021). Financial statement comparability and corporate 
investment efficiency. Meditari Accountancy Research, 29(6), 1283–1313. https://doi.org/10.1108/MEDAR-
12-2019-0629  

Alharasis, E. E. (2025). Earning management practices and the disclosure of sustainability reporting in Jordanian 
family business: How COVID-19 plays a part? Asian Journal of Accounting Research. Advance online 
publication. https://doi.org/10.1108/AJAR-05-2025-0210  

Almaqoushi, W., & Powell, R. (2021). Audit committee quality indices, reporting quality and firm value. Journal of 
Business Finance and Accounting, 48(1–2), 185–229. https://doi.org/10.1111/jbfa.12478  

Almari, M. O. S., Weshah, S. R. S., Saleh, M. M. A., Aldboush, H. H. H., & Ali, B. J. A. (2021). Earnings management, 
ownership structure and the firm value: An empirical analysis. Journal of Management Information and 
Decision Sciences, 24(2), 1–14. https://www.abacademies.org/articles/Earnings-management-ownership-
structure-and-the-firm-value-An-empirical-analysis-1532-5806-24-7-306.pdf  

Almhairat, J. N. M., Kwan, J. H., & Lan, N. T. P. (2024). Conceptual framework for investment efficiency in Jordan: 
Interplay of earnings management, agency costs, and reporting quality. PaperASIA, 40(6), 157–164. 
https://doi.org/10.59953/paperasia.v40i6b.262  

Al-Nasser, A. H. H., Sadiq, A. A., Al-Ghazali, M. H. I., & Barrak, J. I. (2025). Optimising financial transparency and 
profitability: Integrating activity-based costing with financial reporting quality in Iraq’s manufacturing 
sector. International Journal of eBusiness and eGovernment Studies, 17(1), 98–113. 
https://www.researchgate.net/publication/398570610_Optimising_Financial_Transparency_and_Profitabili
ty_Integrating_Activity-Based_Costing_with_Financial_Reporting_Quality_in_Iraq's_Manufacturing_Sector  

Alshammari, M. K. (2025). The role of audit committee compositions in influencing the quality of financial reporting. 
Corporate Board: Role, Duties and Composition, 21(4), 29–39. https://doi.org/10.22495/cbv21i4art3  

Alsufy, F., Abu Afifa, M., & Soda, M. Z. (2020). Mediating effects of liquidity in the relationship between earnings 
quality and market value of the share price: Evidence from Jordan. Review of Applied Socio-Economic 
Research, 19(1), 17–32. https://shorturl.at/EH2Jz  

Al-Zaqeba, M. A. A., Abdul Hamid, A. S., Ineizeh, N. I., Hussein, O. J., & Albawwat, A. H. (2022). The effect of 
corporate governance mechanisms on earnings management in Malaysian manufacturing companies. Asian 
Economic and Financial Review, 12(5), 354–367. https://doi.org/10.55493/5002.v12i5.4490  

Biddle, G. C., Hilary, G., & Verdi, R. S. (2009). How does financial reporting quality relate to investment efficiency? 
Journal of Accounting and Economics, 48(2–3), 112–131. https://doi.org/10.1016/j.jacceco.2009.09.001  

Bisetti, E. (2024). The value of regulators as monitors: Evidence from banking. Management Science, 70(12), 8464–8483. 
https://doi.org/10.1287/mnsc.2021.03083  

Borenstein, M., Hedges, L. V., Higgins, J. P., & Rothstein, H. R. (2021). Introduction to meta-analysis. John Wiley & Sons.  
Charoensuk, P., Pholkaew, C., & Dampitakse, K. (2025). The influence of environmental, social, and governance 

factors on firm performance: Earnings quality as a moderator. International Journal of Advanced and 
Applied Sciences, 12(9), 79–89. https://doi.org/10.21833/ijaas.2025.09.007  

https://doi.org/10.21833/ijaas.2019.06.015
https://doi.org/10.59588/2350-8329.1219
https://doi.org/10.2307/1879431
https://doi.org/10.1108/MEDAR-12-2019-0629
https://doi.org/10.1108/MEDAR-12-2019-0629
https://doi.org/10.1108/AJAR-05-2025-0210
https://doi.org/10.1111/jbfa.12478
https://www.abacademies.org/articles/Earnings-management-ownership-structure-and-the-firm-value-An-empirical-analysis-1532-5806-24-7-306.pdf
https://www.abacademies.org/articles/Earnings-management-ownership-structure-and-the-firm-value-An-empirical-analysis-1532-5806-24-7-306.pdf
https://doi.org/10.59953/paperasia.v40i6b.262
https://www.researchgate.net/publication/398570610_Optimising_Financial_Transparency_and_Profitability_Integrating_Activity-Based_Costing_with_Financial_Reporting_Quality_in_Iraq's_Manufacturing_Sector
https://www.researchgate.net/publication/398570610_Optimising_Financial_Transparency_and_Profitability_Integrating_Activity-Based_Costing_with_Financial_Reporting_Quality_in_Iraq's_Manufacturing_Sector
https://doi.org/10.22495/cbv21i4art3
https://shorturl.at/EH2Jz
https://doi.org/10.55493/5002.v12i5.4490
https://doi.org/10.1016/j.jacceco.2009.09.001
https://doi.org/10.1287/mnsc.2021.03083
https://doi.org/10.21833/ijaas.2025.09.007


Business Performance Review / Volume 4, Issue 2, 2026 

 
56 

Chen, Y., Capener, D., & Valenzuela, E. (2023). Valuation effects of earnings management on hotel firm value. 
The American Journal of Economics and Sociology, 82(3), 167–185. https://doi.org/10.1111/ajes.12502  

Choi, D., Yoon, I., & Lee, H. (2025). The effect of R&D capitalization on revenue-expense matching: Focusing on 
the bio-pharmaceutical industries in South Korea. Investment Management and Financial Innovations, 
22(1), 213–230. https://doi.org/10.21511/imfi.22(1).2025.17  

Cohen, D., & Zarowin, P. (2008). Economic consequences of real and accrual-based earnings management activities. 
https://www.researchgate.net/publication/228704613_Economic_Consequences_of_Real_and_Accrual-
Based_Earnings_Management_Activities  

Dang, H. N., & Pham, C. D. (2022). The effects of earning quality on sustainable reports: An empirical study from Vietnam. 
Economic Research-Ekonomska Istraživanja, 35(1), 6705–6722. https://doi.org/10.1080/1331677X.2022.2053360  

Dang, H. N., Nguyen, T. T. C., & Tran, D. M. (2020). The impact of earnings quality on firm value: The case of 
Vietnam. The Journal of Asian Finance, Economics and Business, 7(3), 63–72. 
https://doi.org/10.13106/jafeb.2020.vol7.no3.63  

Darminto, D. P., Lysandra, S., Mulyadi, H. D., & Ahmar, N. (2024). Impact of integrated reporting on firm value and 
earnings quality as a moderator in Southeast Asia. Investment Management & Financial Innovations, 21(2), 
191–204. https://doi.org/10.21511/imfi.21(2).2024.15  

Dechow, P., Ge, W., & Schrand, C. (2010). Understanding earnings quality: A review of the proxies, their determinants 
and their consequences. Journal of Accounting and Economics, 50(2–3), 344–401. 
https://doi.org/10.1016/j.jacceco.2010.09.001  

Dinh, T., Schultze, W., List, T., & Zbiegly, N. (2020). R&D disclosures and capitalization under IAS 38—Evidence on 
the interplay between national institutional regulations and IFRS adoption. Journal of International 
Accounting Research, 19(1), 29–55. https://doi.org/10.2308/jiar-17-522   

Duval, S., & Tweedie, R. (2000). Trim and fill: A simple funnel-plot-based method of testing and adjusting for 
publication bias in meta-analysis. Biometrics, 56(2), 455–463. https://doi.org/10.1111/j.0006-
341X.2000.00455.x  

Egger, M., Smith, G. D., Schneider, M., & Minder, C. (1997). Bias in meta-analysis detected by a simple, graphical test. 
BMJ, 315(7109), 629–634. https://doi.org/10.1136/bmj.315.7109.629  

Eissa, A. M., & Kamal, I. (2025). Accruals earnings management and cash holdings in Saudi Arabia: An empirical study. 
Asian Review of Accounting. Advance online publication. https://doi.org/10.1108/ARA-07-2024-0225  

Ekawati, E. (2025). The relationships between ESG responsibility, earnings management, and tax aggressiveness: 
Evidence of the Halo effect from Indonesia. Journal of Indonesian Economy and Business, 40(1), 75–107. 
https://doi.org/10.22146/jieb.v40i1.10099  

Etengu, R. O., Sonko, G., Ebwonyu, R., Opio, P. P., Odongo, B., & Abongo, R. (2026). Corporate governance 
mechanisms and financial reporting quality: Evidence from quoted manufacturing firms. Journal of 
Governance and Regulation, 15(1), 94–105. https://doi.org/10.22495/jgrv15i1art9  

Firmansyah, A., & Ardi, A. K. (2020). Related party transactions, supply chain and cost management on firm’s value: 
Evidence from Indonesia. International Journal of Supply Chain Management, 9(3), 1201–1209. 
https://ojs.excelingtech.co.uk/index.php/IJSCM/article/viewFile/5026/2543  

Folajimi, A. F., Aguguom, T. A., Ajah, C. C., Busari, T. A., Desi, A., & Obasi, M. O. (2023). Corporate fraud, earnings 
management and firm value: Empirical application of M-Scores. Journal of Law and Sustainable 
Development, 11(4), e612. https://doi.org/10.55908/sdgs.v11i4.612  

Francis, J., LaFond, R., Olsson, P., & Schipper, K. (2005). The market pricing of accruals quality. Journal of Accounting 
and Economics, 39(2), 295–327. https://doi.org/10.1016/j.jacceco.2004.06.003  

Gaio, C., & Raposo, C. (2011). Earnings quality and firm valuation: international evidence. Accounting & Finance, 
51(2), 467–499. https://doi.org/10.1111/j.1467-629X.2010.00362.x  

Gao, H., Qu, Y., Wang, C., & Wu, W. (2025). Strategic reaction to environmental regulation: The combined effect on 
earnings management and environmental information disclosure. European Financial Management, 31(5), 
1894–1911. https://doi.org/10.1111/eufm.12566  

Garanina, T. (2024). CSR disclosure and state ownership: Implications for earnings management and market value. 
Journal of Accounting in Emerging Economies, 14(3), 513–547. https://doi.org/10.1108/JAEE-06-2022-0175  

Harb, A. S. M., Shaqqour, O. F., Qushtom, T. F. A., & Ballout, O. M. K. (2025). Analysis of earnings management as 
a mediator in corporate governance and firm performance. Journal of Statistics Applications and 
Probability, 14(2), 151–164. https://doi.org/10.18576/jsap/140202  

He, W., Shi, X., Chang, Y., & Wu, W. (2022). Pay disparity within top management teams, real earnings management, 
and firm value: Destructive competition or value creation? A moderated mediating model. Applied 
Economics Letters, 29(5), 384–390. https://doi.org/10.1080/13504851.2020.1869156  

Healy, P. M., & Palepu, K. G. (2001). Information asymmetry, corporate disclosure, and the capital markets: A review 
of the empirical disclosure literature. Journal of Accounting and Economics, 31(1–3), 405–440. 
https://doi.org/10.1016/S0165-4101(01)00018-0  

Herghiligiu, I. V., Dicu, R. M., Aevoae, G. M., Sahlian, D. N., Popa, A. F., & Robu, I.-B. (2024). Circular causality analysis 
of corporate performance and accounting quality in M&As. PLoS ONE, 19(10), Article e0308608. 
https://doi.org/10.1371/journal.pone.0308608  

Hudaib, M. (2025). Impact of audit committee and operating assessment on accounting and market performance of 
conventional and Islamic banks in Saudi Arabia. Journal of Financial Reporting and Accounting. 
https://doi.org/10.1108/JFRA-01-2025-0058  

Hung, D. H., Binh, V. T. T., Hung, D. N., Ha, H. T. V., Ha, N. V., & Van, V. T. T. (2023). Financial reporting quality and 
its determinants: A machine learning approach. International Journal of Applied Economics, Finance and 
Accounting, 16(1), 1–9. https://doi.org/10.33094/ijaefa.v16i1.863  

Hung, D. N., & Van, V. T. T. (2020a). Researching the firm characteristics affecting the earnings quality: The case of 
Vietnam. Quality—Access to Success, 21(179), 106–112. https://shorturl.at/uMj9Y  

Hung, D. N., & Van, V. T. T. (2020b). Studying the impacts of earnings quality on stock return: Experiments in 
Vietnam. International Journal of Advanced and Applied Sciences, 7(4), 45–53. 
https://doi.org/10.21833/ijaas.2020.04.007  

https://doi.org/10.1111/ajes.12502
https://doi.org/10.21511/imfi.22(1).2025.17
https://www.researchgate.net/publication/228704613_Economic_Consequences_of_Real_and_Accrual-Based_Earnings_Management_Activities
https://www.researchgate.net/publication/228704613_Economic_Consequences_of_Real_and_Accrual-Based_Earnings_Management_Activities
https://doi.org/10.1080/1331677X.2022.2053360
https://doi.org/10.13106/jafeb.2020.vol7.no3.63
https://doi.org/10.21511/imfi.21(2).2024.15
https://doi.org/10.1016/j.jacceco.2010.09.001
https://doi.org/10.2308/jiar-17-522
https://doi.org/10.1111/j.0006-341X.2000.00455.x
https://doi.org/10.1111/j.0006-341X.2000.00455.x
https://doi.org/10.1136/bmj.315.7109.629
https://doi.org/10.1108/ARA-07-2024-0225
https://doi.org/10.22146/jieb.v40i1.10099
https://doi.org/10.22495/jgrv15i1art9
https://ojs.excelingtech.co.uk/index.php/IJSCM/article/viewFile/5026/2543
https://doi.org/10.55908/sdgs.v11i4.612
https://doi.org/10.1016/j.jacceco.2004.06.003
https://doi.org/10.1111/j.1467-629X.2010.00362.x
https://doi.org/10.1111/eufm.12566
https://doi.org/10.1108/JAEE-06-2022-0175
https://doi.org/10.18576/jsap/140202
https://doi.org/10.1080/13504851.2020.1869156
https://doi.org/10.1016/S0165-4101(01)00018-0
https://doi.org/10.1371/journal.pone.0308608
https://doi.org/10.1108/JFRA-01-2025-0058
https://doi.org/10.33094/ijaefa.v16i1.863
https://shorturl.at/uMj9Y
https://doi.org/10.21833/ijaas.2020.04.007


Business Performance Review / Volume 4, Issue 2, 2026 

 
57 

Hung, D. N., Van, V. T. T., & Hung, N. D. (2020). The sensitivity of cash flows to cash holdings: case studies at 
Vietnamese enterprises. Investment Management & Financial Innovations, 17(1), 266–276. 
https://doi.org/10.21511/imfi.17(1).2020.23  

Hutagaol-Martowidjojo, Y., Valentinčič, A., & Warganegara, D. L. (2019). Earnings quality and market values of 

Indonesian listed firms. Australian Accounting Review, 29(1), 95–111. https://doi.org/10.1111/auar.12234  
Hwang, L.-S., & Lee, W.-J. (2012). Do takeover defenses impair equity investors’ perception of higher quality earnings? 

Journal of Accounting, Auditing and Finance, 27(3), 325–358. https://doi.org/10.1177/0148558X11409155  
Igbinovia, I. M., & Ekwueme, C. M. (2024). Mediators of non-financial disclosures and firm value of consumer goods 

companies. DLSU Business and Economics Review, 33(2), 134–147. https://shorturl.at/9AttD  
Intara, P., Sangwichitr, K., & Sattayarak, O. (2024). Earnings quality and firm value: Does corporate governance matter? 

Cogent Business & Management, 11(1), Article 2386158. https://doi.org/10.1080/23311975.2024.2386158  
Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behavior, agency costs and ownership 

structure. Journal of Financial Economics, 3(4), 305–360. https://doi.org/10.1016/0304-405X(76)90026-X  
Kapoor, N., & Goel, S. (2025). The moderating effect of institutional ownership on the impact of board independence 

and gender diversity on earnings quality in India: A static and dynamic panel regression analysis. Applied 
Economics, 57(15), 1655–1669. https://doi.org/10.1080/00036846.2024.2449218  

Khan, S., & Shoaib, A. (2024). Firm value adjustment speed through financial friction in the presence of earnings 
management and productivity growth: Evidence from emerging economies. Humanities and Social Sciences 
Communications, 11(1), Article 613. https://doi.org/10.1057/s41599-024-03118-x  

Kim, J., & Kim, J. (2018). Corporate sustainability management and its market benefits. Sustainability, 10(5), 
Article 1455. https://doi.org/10.3390/su10051455  

Kustono, A. S., & Effendi, R. (2016). Earnings management and corporate governance case in Indonesia. Advanced 
Science Letters, 22(12), 4345–4347. https://doi.org/10.1166/asl.2016.8147  

La Soa, N., Phuong Anh, T. T., Phuong Anh, N. T., Hoang, V. H., & Van Anh, N. T. (2025). Real earning management and 
firm performance of firms listing on Hanoi stock exchange in the context of promoting sustainability 
disclosure. Asian Economic and Financial Review, 15(6), 845–864. https://doi.org/10.55493/5002.v15i6.5397  

Lambert, R., Leuz, C., & Verrecchia, R. E. (2007). Accounting information, disclosure, and the cost of capital. Journal 
of Accounting Research, 45(2), 385–420. https://doi.org/10.1111/j.1475-679X.2007.00238.x  

Lampiris, K., Balla, V., Ballas, P., & Hyz, A. (2025). Goodwill accounting: A critical evaluation of evolving international 
standards and implications for financial reporting. Risk Governance & Control: Financial Markets & 
Institutions, 15(3), 94–102. https://doi.org/10.22495/rgcv15i3p7  

Lee, H.-A., & Chun, S. (2023). Earnings management behavior of firms with financial constraints: Focusing on firms 
that issue redeemable convertible preferred stocks. Global Business and Finance Review, 28(1), 58–71. 
https://doi.org/10.17549/gbfr.2023.28.1.58  

Leung, R. (2016). Earnings management motives and firm value following mandatory IFRS adoption—Evidence from 
Canadian companies. Corporate Ownership & Control, 13(2–1), 280–295. https://doi.org/10.22495/cocv13i2c1p9  

Leuz, C., Nanda, D., & Wysocki, P. D. (2003). Earnings management and investor protection: An international 
comparison. Journal of Financial Economics, 69(3), 505–527. https://doi.org/10.1016/S0304-405X(03)00121-1  

Li, Z., Liu, X., & Wang, B. (2024). Military-experienced senior executives, corporate earnings quality and firm value. 
Journal of Accounting Literature, 46(3), 401–445. https://doi.org/10.1108/JAL-08-2022-0089  

Lisboa, I., Costa, M., & Reis, C. (2025). Financial reporting quality impact on the firms’ capital structure. Review of 
Accounting and Finance, 24(3), 310–328. https://doi.org/10.1108/RAF-07-2024-0290  

Malahim, S. S., Hamour, A. M. A., Al-Zoubi, W. K., Hyasat, E. A. H., Maharmah, M. H., & AlAli, S. M. (2022). The impact 
of earnings management practices on the market value of industrial companies listed on the Amman stock 
exchange: Evidence from Jordan. WSEAS Transactions on Business and Economics, 19, 1613–1620. 
https://doi.org/10.37394/23207.2022.19.145  

Mohapatra, P., Dayanandan, A., Kuntluru, S., & Athira, A. (2021). Audit partner rotation, and its impact on audit 
quality: Evidence from India. Cogent Economics & Finance, 9(1), Article 1938379. 
https://doi.org/10.1080/23322039.2021.1938379  

Munjal, S., & Singh, G. (2025). Effect of earnings smoothness on Indian IT industry. Journal for Global Business 
Advancement, 17(3), 330–350. https://doi.org/10.1504/JGBA.2025.150980  

Munjal, S., Singh, G., & Tijjani, B. (2021). Effect of earnings smoothness on firm performance: A study of Indian 
National Stock Exchange. Journal for Global Business Advancement, 14(3), 335–356. 
https://doi.org/10.1504/JGBA.2021.116723  

Nguyen, T. T. L., Dang, N. H., Tran, M. D., & Nguyen, V. L. (2025). The relationship between sustainability reporting 
and financial performance under a meta-analysis. Corporate Governance and Sustainability Review, 9(1), 
42–55. https://doi.org/10.22495/cgsrv9i1p4  

Page, M. J., McKenzie, J. E., Bossuyt, P. M., Boutron, I., Hoffmann, T. C., Mulrow, C. D., Shamseer, L., Tetzlaff, J. M., Akl, 
E. A., Brennan, S. E., Chou, R., Glanville, J., Grimshaw, J. M., Hróbjartsson, A., Lalu, M. M., Li, T., Loder, E. W., 
Mayo-Wilson, E., McDonald, S., McGuinness, L. A., Stewart, L. A., … Moher, D. (2021). The PRISMA 2020 
statement: an updated guideline for reporting systematic reviews. BMJ, 372(6), 103–112. 
https://doi.org/10.1136/bmj.n71  

Radwan, S. R. A., & Xiongyuan, W. (2024). The value relevance of integrated reporting quality: Evidence from Asia. 
Journal of Financial Reporting and Accounting. Advance online publication. https://doi.org/10.1108/JFRA-
10-2023-0584  

Saji, T. G., & Rajeev Kumar, A. D. (2025). Beyond earnings: The synergistic effects of financial quality and 
sustainability disclosures on market valuation of manufacturing firms. Corporate Social Responsibility and 
Environmental Management, 32(4), 4788–4801. https://doi.org/10.1002/csr.3222  

Saleh, M. W. A., & Mansour, M. (2024). Is audit committee busyness associated with earnings management? 
The moderating role of foreign ownership. Accounting Research Journal, 37(1), 80–97. 
https://doi.org/10.1108/ARJ-04-2023-0106  

Sanjaya, I. P. S., Sanjaya, S. M. K. P. J. P., & Siswantaya, I. G. (2025). Influence of managed and unmanaged operating and 
financial performance on firm value. International Journal of Monetary Economics and Finance, 18(2–3), 119–128. 
https://doi.org/10.1504/IJMEF.2025.148116  

https://doi.org/10.21511/imfi.17(1).2020.23
https://doi.org/10.1111/auar.12234
https://doi.org/10.1177/0148558X11409155
https://shorturl.at/9AttD
https://doi.org/10.1080/23311975.2024.2386158
https://doi.org/10.1016/0304-405X(76)90026-X
https://doi.org/10.1080/00036846.2024.2449218
https://doi.org/10.1057/s41599-024-03118-x
https://doi.org/10.3390/su10051455
https://doi.org/10.1166/asl.2016.8147
https://doi.org/10.55493/5002.v15i6.5397
https://doi.org/10.1111/j.1475-679X.2007.00238.x
https://doi.org/10.22495/rgcv15i3p7
https://doi.org/10.17549/gbfr.2023.28.1.58
https://doi.org/10.22495/cocv13i2c1p9
https://doi.org/10.1016/S0304-405X(03)00121-1
https://doi.org/10.1108/JAL-08-2022-0089
https://doi.org/10.1108/RAF-07-2024-0290
https://doi.org/10.37394/23207.2022.19.145
https://doi.org/10.1080/23322039.2021.1938379
https://doi.org/10.1504/JGBA.2025.150980
https://doi.org/10.1504/JGBA.2021.116723
https://doi.org/10.22495/cgsrv9i1p4
https://doi.org/10.1136/bmj.n71
https://doi.org/10.1108/JFRA-10-2023-0584
https://doi.org/10.1108/JFRA-10-2023-0584
https://doi.org/10.1002/csr.3222
https://doi.org/10.1108/ARJ-04-2023-0106
https://doi.org/10.1504/IJMEF.2025.148116


Business Performance Review / Volume 4, Issue 2, 2026 

 
58 

Shahwan, Y., Abuhussein, A., & Binsaddig, R. (2024). Earnings management, company value, corporate governance, 
evidence from non-financial companies. International Journal of Economics and Finance Studies, 16(3), 109–138. 
https://www.researchgate.net/publication/400208550_Earnings_Management_Company_Value_Corporate_
Governance_Evidence_from_Non-Financial_Companies  

Siladjaja, M., & Markonah, M. (2020). The impact of supply chain strategy on real earnings quality and market added 
value. International Journal of Supply Chain Management, 9(3), 1141–1152. 
https://ojs.excelingtech.co.uk/index.php/IJSCM/article/download/5019/2537  

Siladjaja, M., Anwar, Y., & Djan, I. (2022). The impact of real manipulation and tax management on future market 
value: An artificial intelligence simulation of high earnings quality. ACRN Journal of Finance and Risk 
Perspectives, 11, 33–54. https://doi.org/10.35944/jofrp.2022.11.1.003  

Spence, M. (1973). Job market signaling. The Quarterly Journal of Economics, 87(3), 355–374. 
https://doi.org/10.2307/1882010  

Subanidja, S., Rajasa, A., Suharto, E., & Atmanto, J. D. (2016). The determinants of firm value: The role of earnings 
management and good corporate governance. Corporate Ownership and Control, 13(4), 609–615. 
https://doi.org/10.22495/cocv13i4c4p10  

Sulimany, H. (2024). Does institutional ownership moderate the relationship between audit committee composition and 
audit report lag: Evidence from Saudi. SAGE Open, 14(2). https://doi.org/10.1177/21582440241241171  

Thanh Dong, N., Thi Mien Thuy, C., Khuong, N. V., & Le, A. H. T. (2025). Annual report readability and financial 
reporting quality: The moderating role of information asymmetry. International Journal of Accounting & 
Information Management, 33(1), 241–261. https://doi.org/10.1108/IJAIM-06-2024-0192  

Tulcanaza-Prieto, A. B., & Lee, Y. (2022). Real earnings management, firm value, and corporate governance: Evidence 
from the Korean market. International Journal of Financial Studies, 10(1), Article 19. 
https://doi.org/10.3390/ijfs10010019  

Ünsal Memis, M., & Çetenak, E. H. (2012). Earnings management, audit quality and legal environment: 
An international comparison. International Journal of Economics and Financial Issues, 2(4), 460–469. 
https://www.econjournals.com/index.php/ijefi/article/view/299/pdf  

Uzun Kocamış, T., Kazan, G., & Güngör, A. (2026). The applicability of IFRS S1 and S2 in sustainability reporting in 

the energy sector: The case of Türkiye. Corporate Governance and Sustainability Review, 10(1), 18–29. 
https://doi.org/10.22495/cgsrv10i1p2  

Van Khanh, V. T., & Hung, D. N. (2020). Impact of earnings quality on the debt maturity: The case of Vietnam. Asian 
Economic and Financial Review, 10(1), 1–12. https://doi.org/10.18488/journal.aefr.2020.101.1.12  

Xiong, L., Xiao, L., Bai, M., Qin, Y., & Yang, L. (2023). The religion effect on corporate cash holding in China: 
Buddhism and Taoism. International Journal of Finance and Economics, 28(4), 4420–4457. 
https://doi.org/10.1002/ijfe.2658  

Xu, J., Pan, Z., & Tian, G. G. (2023). Does the threat of enforcement of financial regulations affect the cost of equity 
in weak institutional environments? The British Accounting Review, 55(6), Article 101233. 
https://doi.org/10.1016/j.bar.2023.101233  

 
 

https://www.researchgate.net/publication/400208550_Earnings_Management_Company_Value_Corporate_Governance_Evidence_from_Non-Financial_Companies
https://www.researchgate.net/publication/400208550_Earnings_Management_Company_Value_Corporate_Governance_Evidence_from_Non-Financial_Companies
https://ojs.excelingtech.co.uk/index.php/IJSCM/article/download/5019/2537
https://doi.org/10.35944/jofrp.2022.11.1.003
https://doi.org/10.2307/1882010
https://doi.org/10.22495/cocv13i4c4p10
https://doi.org/10.1177/21582440241241171
https://doi.org/10.1108/IJAIM-06-2024-0192
https://doi.org/10.3390/ijfs10010019
https://www.econjournals.com/index.php/ijefi/article/view/299/pdf
https://doi.org/10.22495/cgsrv10i1p2
https://doi.org/10.18488/journal.aefr.2020.101.1.12
https://doi.org/10.1002/ijfe.2658
https://doi.org/10.1016/j.bar.2023.101233

	A META-ANALYTIC REVIEW OF THE IMPACT OF FINANCIAL REPORTING QUALITY ON FIRM VALUE AND PERFORMANCE: EVIDENCE FROM SYSTEMATIC LITERATURE SYNTHESIS
	1. INTRODUCTION
	2. LITERATURE REVIEW
	2.1. Underlying theories
	2.2. The mechanisms linking FRQ to firm value
	2.3. Hypothesis development

	3. RESEARCH METHODOLOGY
	3.1. Systematic literature review protocol
	3.2. Study selection process

	4. RESEARCH RESULTS
	4.1. Bibliometric analysis results
	4.2. Systematic review
	4.2.1. Methodological characteristics of the studies
	4.2.2. Documented transmission mechanisms
	4.2.3. Identified moderating factors
	4.2.4. Research gaps

	4.3. Meta-analysis results

	5. DISCUSSION
	5.1. Interpretation of the synthesized results
	5.2. Why do results differ across studies?

	6. CONCLUSION
	REFERENCES


