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ABSTRACT 

Purpose and Design: 

This study examines the interplay between fair value measurement, earnings management, and risk disclosure 

within financial leasing. By comparing evidence from emerging and developed markets, the research highlights 

how institutional settings shape reporting practices and transparency. 

 

Methods and Approach: 

A mixed-method design is employed, combining archival data analysis of leasing disclosures from listed firms in 

Egypt and the United States with econometric testing. The study evaluates fair value measurement reliability, the 

extent of earnings management, and the quality of risk disclosure (RDQ). Comparative analysis captures both 

cross-country differences and convergences. 

 

Findings: 

Results reveal significant disparities: emerging market firms tend to exploit fair value discretion for earnings 

smoothing, while developed market firms demonstrate stronger governance and risk disclosure practices. 

However, evidence also shows a gradual convergence driven by IFRS adoption and regulatory enforcement. 

 

Originality and Value: 

This research provides novel evidence by integrating three critical dimensions—fair value, earnings management, 

and risk disclosure—into the context of financial leasing. It addresses a gap in cross-country accounting literature, 

offering insights relevant to regulators, standard-setters, and practitioners. 

 

Theoretical, Practical, Economic and Social Implications: 

Theoretically, the study enriches debates on the role of fair value and institutional quality. Practically, it informs 

auditors and preparers on disclosure best practices. Economically, it highlights the potential of enhanced 

transparency to lower capital costs and attract investment. Socially, it strengthens trust in financial reporting and 

supports sustainable market development. 
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1. Introduction 

1.1 Background and Context 

Financial leasing has become a key financing mechanism in both emerging and developed markets, providing firms with access to 

capital assets while avoiding immediate large cash outflows. The adoption of IFRS 16 Leases and the related standards in US GAAP 

has transformed the accounting treatment of leasing contracts, requiring recognition of lease assets and liabilities on the balance 

sheet. While this shift enhances comparability and transparency, it also increases reliance on fair value measurement, which 

introduces significant managerial discretion (Christensen & Nikolaev, 2020; Giner & Pardo, 2021; Glover et al., 2020; IASB, 2020). 

In emerging economies such as Egypt, leasing has been promoted by regulators as a tool to support small and 

medium-sized enterprises (SMEs) and stimulate economic growth. However, weak enforcement of accounting 

standards and limited investor protection create opportunities for managers to exploit leases for earnings 

management and to obscure firms’ true financial position (Morricone et al., 2022; Barth & Landsman, 2020; Ryan, 

2021). In contrast, developed economies such as the United States benefit from more rigorous enforcement, yet still 

face challenges related to the complexity of fair value estimates and the adequacy of risk disclosure in financial 

reports (Altamuro et al., 2021; Ball, 2022; Ball, 2022; Brown & Tarca, 2022). 

1.2 Problem Statement 

Despite the global adoption of IFRS 16 and its convergence with US GAAP, significant cross-country differences 

remain in how leasing contracts are applied, measured, and disclosed (Bischof et al., 2020; Brüggemann et al., 2020). 

In emerging markets, fair value is often used opportunistically, creating risks of earnings manipulation and 

insufficient disclosure of risks to stakeholders. In developed markets, although enforcement is stronger, evidence 

shows that firms still use financial leasing strategically to manage earnings and reshape financial ratios (Fülbier et 

al., 2020; Demerjian et al., 2020; Palea & Scagnelli, 2021). The absence of comprehensive comparative studies leaves 

an important gap in understanding how institutional environments shape the relationship between fair value, 

earnings management, and risk disclosure in leasing practices (Botosan & Huffman, 2020; Donelson et al., 2020). 

1.3 Research Objectives 

This study seeks to: 

1. Examine how firms in emerging versus developed markets utilize financial leasing in connection with earnings management 

(Amir & Livnat ,2020). 

2. Assess the role of fair value measurement in shaping transparency and opportunism in lease reporting (Campbell et al., 2021). 

3. Evaluate the quality and extent of risk disclosure related to leasing contracts across countries. 
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4. Provide empirical cross-country evidence that informs regulators, auditors, and standard setters on the implications of 

leasing practices. 

1.4 Significance of the Study 

The study makes several contributions. Theoretically, it extends agency theory and positive accounting theory by showing 

how institutional settings influence managerial incentives in using leases. Empirically, it provides novel cross-country 

evidence from Egypt and the United States, with the potential inclusion of another emerging economy. Practically, it 

highlights gaps in risk disclosure and fair value reporting, offering policy recommendations to enhance transparency and 

audit quality (Holthausen & Watts, 2020). This is particularly relevant as AAA journals increasingly emphasize research 

with both academic rigor and practical relevance (AAA, 2023; Hail et al., 2021; IOSCO, 2021; PWC, 2021). 

1.5 Research Questions 

The study is guided by the following questions: 

• RQ1: To what extent do firms in emerging markets rely on financial leasing for earnings management 

compared to developed markets? 

• RQ2: How does the use of fair value measurement affect transparency and opportunism in different 

institutional contexts? 

• RQ3: Are current risk disclosure practices sufficient to inform investors about the true economic 

consequences of financial leasing? (Leuz & Wysocki, 2020) 

• RQ4: What role does audit quality play in mitigating opportunistic lease reporting across countries? 

1.6 Research Structure 

The remainder of the paper is organized as follows. 2. reviews the relevant literature, develops the theoretical framework, 

and formulates the hypotheses. 3. explains the research methodology, including sample selection, data sources, and 

statistical models. 4. introduces the proposed conceptual framework linking fair value measurement, earnings management, 

and risk disclosure. 5. presents and discusses the empirical findings. 6. outlines implications and recommendations for 

academia, regulators, and practice. Finally, 7. concludes the study, highlighting contributions, limitations, and avenues for 

future research. 

2. literature review and theoretical framework  

2.1 Positioning the Study within Prior Research  

The purpose of this section is to position the current study within the broader body of research on fair value 

measurement, earnings management, and risk disclosure in financial leasing. Prior literature has examined each of 

these areas individually, but there is a lack of integrated analysis that brings them together, particularly in a cross-

country context comparing emerging and developed markets (Glaum et al., 2020; Ball, 2022; Gebhardt et al. 2021; 
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Holthausen & Watts, 2020). 

The introduction of IFRS 16 Leases and the convergence efforts with US GAAP have stimulated renewed academic 

interest in lease accounting. On the one hand, fair value measurement has been promoted as a means of enhancing 

comparability and transparency across firms and jurisdictions. On the other hand, the inherent discretion in 

valuation methods leaves room for earnings management practices, especially in environments where enforcement 

is weak and investor protection is limited (Christensen & Nikolaev, 2020; Giner & Pardo, 2021; Bischof et al. 2020; 

Brüggemann et al. 2020). 

Moreover, the quality of risk disclosure associated with leasing contracts has drawn attention from scholars and 

regulators alike. While disclosure aims to reduce information asymmetry, studies show that emerging markets often 

lag behind in terms of specificity and comprehensiveness, whereas developed markets tend to provide more 

standardized yet sometimes boilerplate information (Hail et al., 2021; Morricone et al., 2022; Brown & Tarca, 2022; 

Ball, 2022). 

2.2 Literature Review  

2.2.1 Fair Value Measurement in Leasing 

The implementation of IFRS 16 Leases introduced a new era in lease accounting, requiring firms to recognize lease 

liabilities and right-of-use assets. While intended to enhance transparency, the application of fair value measurement 

in leasing has raised significant debate (Barth & Landsman, 2020; Ryan, 2021) . Scholars highlight that fair value 

inputs, especially Level 2 and Level 3 valuations, provide managers with discretion in selecting discount rates and 

assumptions (Christensen & Nikolaev, 2020). This discretion can either improve relevance or reduce reliability, 

depending on the institutional environment (Giner & Pardo, 2021; Song & Thomas, 2020; Lee & Ng, 2020). 

In emerging markets, limited expertise in valuation and weaker enforcement mechanisms often amplify the risk of 

misapplication of fair value, potentially undermining comparability (Morricone et al., 2022; Christensen & Nikolaev, 2020; 

Karampinis & Hevas, 2021). Conversely, in developed markets such as the United States, although valuation practices are 

more established, managers may still exploit estimation flexibility to achieve financial reporting objectives (Altamuro et al., 

2021; Palea, 2020; Fiechter et al., 2021). 

2.2.2 Earnings Management through Leasing 

Leasing contracts have long been recognized as a tool for earnings management. With the adoption of IFRS 16, companies can no 

longer keep most leases off-balance sheet, but opportunities for discretion remain (Glover et al., 2020; Loumioti & Vasvari, 2020). 

Recent evidence shows that managers strategically structure leases to influence reported earnings, EBITDA, and leverage ratios 

(Fülbier et al., 2020; Barone et al., 2020; Demerjian et al., 2020; Duarte & Rodrigues, 2022). 

In emerging economies, incentives for earnings management are often stronger, due to limited investor protection and high reliance 

on debt financing (Chircop et al., 2021; Ho & Wong, 2021; Lin & Yen, 2020). Research indicates that managers may time lease 

renewals or renegotiations to manage earnings volatility, particularly in industries with cyclical demand. Developed markets, while 

subject to stricter regulation, still show patterns of opportunistic lease use, especially in capital-intensive sectors such as airlines and 
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telecommunications (Hail et al., 2021; Gordon et al., 2021). 

2.2.3 Risk Disclosure in Leasing Contracts 

Risk disclosure is designed to mitigate information asymmetry between managers and stakeholders. Under IFRS 16 and 

related US GAAP provisions, firms are required to provide detailed notes on lease obligations, assumptions, and risks 

(Botosan & Huffman, 2020; Leuz & Wysocki, 2020). However, studies reveal that disclosure quality varies significantly. 

Emerging markets often report boilerplate risk statements with little firm-specific detail, limiting their usefulness for 

investors (Glaum et al., 2020; Donelson et al., 2020; Campbell et al., 2021). 

In developed markets, disclosures are generally more structured, yet they frequently lack depth or forward-looking 

content (Giner & Pardo, 2021; Morricone et al., 2022; Lai & Tam, 2022). Scholars argue that disclosure effectiveness 

depends not only on regulation but also on audit quality and board oversight (Hail et al., 2021; Morricone et al., 2022; 

Larcker & Zakolyukina, 2021; Kim & Song, 2021). 

2.2.4 Cross-Country Comparative Studies 

Cross-country research in accounting emphasizes the role of institutional frameworks in shaping reporting 

outcomes. Leuz et al. (2003) originally highlighted the differences in earnings management between strong- and 

weak-enforcement countries, a theme that continues in recent research (Ball, 2022). Comparative evidence 

demonstrates that the same accounting standards may yield different practices depending on local enforcement, 

litigation risk, and market maturity (Christensen et al., 2020; Nobes & Stadler, 2021; Nobes & Stadler, 2022). 

Despite the importance of leasing, comparative studies specifically addressing fair value, earnings management, and 

risk disclosure in leasing remain scarce. Recent work suggests that emerging markets face systemic weaknesses in 

enforcement, while developed markets exhibit more nuanced discretionary practices (Glaum et al., 2020; Altamuro 

et al., 2021; Hitz & Lehmann, 2020; Chen & Young, 2022). This gap underscores the need for the present study, which 

integrates these dimensions into a cross-country empirical framework. 

2.3 Theoretical Framework 

The theoretical foundation of this study rests on three interrelated perspectives: Agency Theory, Positive Accounting 

Theory, and Information Asymmetry Theory. Together, these frameworks explain why managers may exploit leasing 

arrangements, how accounting choices reflect incentives, and why disclosure plays a critical role in mitigating 

opportunism. as shown in table no. (1) 

2.3.1 Agency Theory 

Agency theory posits that conflicts of interest exist between managers (agents) and shareholders (principals), 

particularly when managerial compensation or debt covenants depend on accounting numbers (Jensen & Meckling, 

1976; Ball, 2022). Leasing provides managers with discretion over contract structuring, valuation inputs, and 

disclosure. This discretion may be exercised opportunistically to manage earnings or obscure liabilities, especially 

in weak enforcement environments. 
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2.3.2 Positive Accounting Theory 

Positive accounting theory argues that managers select accounting methods strategically to maximize their own utility (Watts & Zimmerman, 

1986). In the context of leasing, managers may exploit fair value measurement flexibility under IFRS 16 to manage key ratios (e.g., debt-to-equity, 

EBITDA; Watts & Zuo, 2020). This theory helps explain cross-country variation: in emerging markets, opportunistic accounting choices may be 

more prevalent due to weaker institutional monitoring, while developed markets may limit such behavior through stronger audit and 

governance structures (Christensen & Nikolaev, 2020; Giner & Pardo, 2021;  Palea & Scagnelli, 2021). 

Table No (1): Theoretical Framework – Linking Theories and Variables 

Theory Key Concept Application in Leasing Link to Study Variables 

Agency Theory Conflict between 

managers and 

shareholders 

Managers exploit 

discretion in lease terms 

and valuation 

Explains opportunistic 

earnings management 

Positive 

Accounting Theory 

Strategic choice of 

accounting 

methods 

Selection of fair value 

inputs and lease 

structuring 

Explains variation in fair 

value measurement 

Information 

Asymmetry Theory 

Managers hold 

private 

information 

Disclosure reduces gap 

between insiders and 

outsiders 

Justifies importance of risk 

disclosure 

 

2.3.3 Information Asymmetry Theory 

Information asymmetry theory highlights that managers possess more information about firm operations than 

external stakeholders. Without adequate disclosure, investors cannot accurately assess the risks and obligations 

associated with leasing. Risk disclosure is therefore critical to bridge this information gap. However, evidence 

suggests disclosure quality varies across countries, shaped by enforcement, cultural norms, and governance (Hail et 

al., 2021; Morricone et al., 2022; Guay & Verrecchia, 2020; Botosan & Huffman, 2020). 

2.3.4 Integration of Theories 

By integrating these three perspectives, this study develops a framework where: 

• Fair value measurement introduces discretion (explained by agency and positive accounting theories). 

• Earnings management represents the opportunistic use of discretion. 

• Risk disclosure acts as a moderating mechanism to reduce opportunism and restore transparency 

(information asymmetry theory). 

2.4 Hypotheses Development 
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Based on the theoretical framework and prior literature, this section develops the research hypotheses concerning 

the relationship between fair value measurement, earnings management, and risk disclosure in financial leasing 

across emerging and developed markets. 

2.4.1 Fair Value Measurement and Earnings Management 

Agency theory suggests that managers exploit discretion in financial reporting to achieve private benefits. Positive 

accounting theory further explains that managers select accounting policies to maximize their utility. Prior studies 

show that fair value inputs, such as discount rates in lease valuation, provide flexibility that may be used 

opportunistically (Christensen & Nikolaev, 2020; Giner & Pardo, 2021). Evidence indicates that such opportunism is 

more pronounced in environments with weak enforcement (Morricone et al., 2022; Christensen & Nikolaev, 2020; 

Giner & Pardo, 2021). 

• H1: Firms in emerging markets are more likely to use fair value measurement in financial leasing to engage 

in earnings management than firms in developed markets. 

2.4.2 Earnings Management and Institutional Context 

Cross-country research highlights that institutional quality influences the extent of earnings management (Ball, 

2022; Glaum et al., 2020). In emerging markets, limited investor protection and weaker audit oversight provide 

greater room for manipulation. In developed markets, stronger monitoring mechanisms restrict but do not eliminate 

opportunistic practices (Ball, 2022; Glaum et al., 2020). 

• H2: The extent of earnings management through financial leasing is significantly higher in emerging markets 

compared to developed markets. 

2.4.3 Risk Disclosure as a Moderating Mechanism 

Information asymmetry theory posits that disclosure reduces the gap between insiders and outsiders. However, disclosure 

effectiveness depends on specificity and enforcement. Studies find that emerging markets tend to provide generic, 

boilerplate disclosures, while developed markets generally report more structured information (Hail et al., 2021; Altamuro 

et al., 2021). If disclosure is effective, it can mitigate opportunism in fair value measurement (Morricone et al., 2022). 

• H3: Risk disclosure quality moderates the relationship between fair value measurement and earnings management, 

such that higher-quality disclosure reduces opportunistic reporting. 

2.4.4 Audit Quality and Opportunistic Lease Reporting 

Audit quality has been shown to constrain opportunistic reporting across different accounting standards (Fülbier et 

al., 2020; Chircop et al., 2021). High-quality auditors are more likely to challenge aggressive lease assumptions, 

particularly in fair value estimates, thereby reducing the scope for earnings management (Barroso & Boubaker, 

2021; IOSCO, 2021). 

• H4: High audit quality reduces opportunistic lease reporting in both emerging and developed markets. 
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Together, these hypotheses establish a framework for empirical testing of how fair value measurement, earnings 

management, and risk disclosure interact in shaping the quality of financial reporting under leasing standards across 

countries. 

2.5 Synthesis of Prior Literature and Identification of Research Gaps  

This section consolidates and synthesizes the existing body of research on fair value measurement, earnings management, 

and risk disclosure in leasing. While individual streams of literature have offered valuable insights, a critical review reveals 

several limitations. as shown in table. (2). 

Table No. (2): Selected Prior Studies (2020–2025) 

Author(s), 

Year 

Focus Area Key Findings Limitation 

Christensen & 

Nikolaev 

(2020) 

IFRS 16 and fair 

value 

Lease capitalization affects 

comparability; discretion in 

valuation 

Does not explore 

cross-country 

context 

Giner & Pardo 

(2021) 

Fair value 

discretion 

Managers exploit inputs in 

lease valuation 

Limited to European 

data 

Altamuro et al. 

(2021) 

Leasing and 

earnings 

management 

Leases influence EBITDA and 

ratios 

Single-country (US) 

focus 

Hail et al. 

(2021) 

Global IFRS and 

disclosure 

IFRS improves transparency 

but uneven enforcement 

General IFRS focus, 

not leases 

Chircop et al. 

(2021) 

Risk disclosure Disclosure mitigates 

opportunism 

No integration with 

fair value 

Morricone et al. 

(2022) 

Leasing, covenants, 

disclosure 

Opportunism in weak 

enforcement contexts 

Emerging markets 

only 

Ball (2022) Emerging vs. 

developed markets 

Institutional quality shapes 

reporting 

Not specific to 

leasing 

 

First, most studies on fair value measurement highlight the trade-off between relevance and reliability, but few explicitly 

examine its interaction with managerial incentives under leasing standards (Christensen & Nikolaev, 2020; Giner & Pardo, 

2021). Second, although a rich literature documents the use of leases in earnings management, particularly in the post-IFRS 

16 era, evidence is often country-specific and lacks comparative depth (Altamuro et al., 2021; Morricone et al., 2022). Third, 

studies of risk disclosure highlight its importance in mitigating information asymmetry, yet disclosure practices are 

inconsistently measured and often evaluated in isolation from fair value and earnings management (Hail et al., 2021; Chircop 

et al., 2021). 

Finally, very few studies adopt a cross-country comparative design that explicitly contrasts emerging and developed 

markets. Existing comparative work tends to focus on IFRS adoption broadly, rather than on the specific interplay of 
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leasing, fair value, and disclosure (Ball, 2022; Glaum et al., 2020). 

To address these gaps, the present study integrates the three dimensions—fair value, earnings management, and risk 

disclosure—within a unified cross-country framework, testing hypotheses derived from agency theory, positive 

accounting theory, and information asymmetry theory. as shown in table no. (3) 

 

Table No. (3): Research Gaps and Contributions of the Present Study 

Identified Gap Contribution of Present Study 

Lack of integrated analysis of fair value, 

earnings management, and risk disclosure 

Provides a unified framework linking these 

three dimensions 

Predominantly single-country studies Employs a cross-country design (emerging vs. 

developed) 

Limited focus on leasing within IFRS 

adoption studies 

Targets leasing specifically as a critical 

accounting mechanism 

Insufficient attention to institutional 

enforcement 

Explicitly tests role of enforcement and audit 

quality 

Scarcity of recent comparative evidence 

(2020–2025) 

Provides updated evidence with recent data 

post-IFRS 16 adoption 

 

3. Research Methodology 

3.1 Overview of the Research Methodology  

The purpose of this section is to provide an overview of the methodological approach adopted in this study. In line with the theoretical 

foundations and hypotheses developed in Chapter 2, the research design aims to investigate the relationships among fair value 

measurement, earnings management, and risk disclosure in financial leasing across both emerging and developed markets (Ball, 

2022; Glaum, Landsman & Wyrwa, 2020). 

This study adopts a quantitative, cross-country comparative design. The selection of this methodology is motivated by the need to 

capture variations in reporting practices that arise from institutional differences, such as regulatory enforcement, investor protection, 

and audit quality (Ball, 2022; Glaum et al., 2020). By combining archival financial data with disclosure analysis, the study ensures that 

the results are both empirically robust and theoretically grounded (Hail, Leuz & Wysocki, 2021). 

The research methodology consists of several interrelated components. First, the research design outlines the type of study and the 

rationale for adopting a comparative framework. Second, the data collection procedures describe the sources of information, 

including financial databases, corporate reports, and disclosure indices. Third, the sample and population section defines the scope 

of firms included, covering both emerging and developed markets. Fourth, the variables and measurement section specifies how the 

constructs of fair value, earnings management, and disclosure quality are operationalized. Fifth, the research model and estimation 

techniques provide the statistical framework for testing the hypotheses, including robustness checks. Finally, considerations of 
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research ethics ensure the validity, reliability, and integrity of the study. 

3.2 Research Design  

The research design provides the structural foundation for this study and explains how the research objectives are 

operationalized into testable models. The central aim of the study is to examine how fair value measurement, 

earnings management, and risk disclosure interact within the context of financial leasing, and how these dynamics 

differ between emerging and developed markets (Christensen & Nikolaev, 2020; Altamuro et al., 2021). 

This study employs a quantitative, cross-country comparative design. A quantitative approach is suitable because it allows 

the use of measurable constructs such as fair value inputs, discretionary accruals, disclosure indices, and governance proxies. 

The cross-country comparative element is necessary to capture institutional variations in accounting enforcement, investor 

protection, and audit quality, which prior studies have shown to influence reporting outcomes (Ball, 2022; Glaum, 

Landsman, & Wyrwa, 2020; Brown & Tarca, 2022; Chen & Young, 2022). 

The design integrates two complementary data sources. First, archival financial data from firms’ annual reports and 

international databases such as Bloomberg, Orbis, and Thomson Reuters are used to construct variables relating to fair value 

measurement and earnings management. Second, a disclosure content analysis is conducted to evaluate the quality of risk 

disclosure in leasing notes, consistent with prior methodologies in disclosure research (Hail, Leuz, & Wysocki, 2021; Morricone 

et al., 2022). Combining these sources provides both breadth and depth, enabling a more robust analysis than would be possible 

using a single dataset. 

Furthermore, the research design incorporates a multi-period analysis (2020–2025) to capture post-IFRS 16 

adoption effects. The time frame ensures that the study reflects contemporary practices and regulatory enforcement 

patterns (Christensen & Nikolaev, 2020; Giner & Pardo, 2021). The study also distinguishes between firm-level 

factors (e.g., size, leverage, profitability, industry) and country-level factors (e.g., legal enforcement, audit market 

concentration), thereby embedding the analysis within a multilevel institutional framework (Chircop et al., 2021). 

3.3 Data Collection and Sources 

The validity and robustness of empirical research depend critically on the quality and appropriateness of the data 

sources. In this study, data are collected from a combination of archival financial databases and corporate 

disclosures, ensuring both breadth and depth of coverage across emerging and developed markets. 

First, archival data are obtained from internationally recognized financial databases such as Bloomberg, Orbis, and 

Thomson Reuters. These databases provide consistent and comparable firm-level information, including balance 

sheet and income statement items, which are necessary for constructing variables related to fair value measurement 

and earnings management. Prior accounting studies have extensively relied on these sources for cross-country 

research (Christensen & Nikolaev, 2020; Glaum, Landsman, & Wyrwa, 2020; Christensen & Nikolaev, 2020; Glaum 

et al., 2020). 

Second, corporate annual reports and financial statements are used as the primary source for disclosure-related 

information. Specifically, the study analyzes the notes to the financial statements where firms are required to 
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disclose lease obligations, valuation methods, and risk factors under IFRS 16 or US GAAP ASC 842. This aligns with 

prior disclosure research that emphasizes the importance of footnotes and narrative sections in capturing the quality 

of risk disclosure (Hail, Leuz, & Wysocki, 2021; Giner & Pardo, 2021; Hail, Leuz & Wysocki, 2021; Morricone et al., 

2022). 

Third, to ensure representation of both institutional contexts, the sample includes firms from emerging markets 

(e.g., Egypt and comparable jurisdictions) and developed markets (e.g., United States, United Kingdom, and 

Germany). Emerging markets are chosen based on their IFRS adoption and limited enforcement environments, while 

developed markets are selected for their established enforcement regimes and mature audit markets (Ball, 2022; 

Morricone et al., 2022; Black, Christensen & Nikolaev, 2021; O’Hanlon & Taylor, 2021). 

Finally, the data cover the period 2020–2025, which captures the post-adoption effects of IFRS 16 and provides 

contemporary evidence of financial leasing practices. This period also allows the study to examine disclosure behavior 

during times of heightened economic uncertainty, such as the aftermath of the COVID-19 pandemic and global inflationary 

pressures (Altamuro et al., 2021; Chircop et al., 2021). 

3.4 Sample and Population  

The population of this study consists of publicly listed firms that prepare financial statements under either IFRS 16 

Leases or US GAAP ASC 842. The focus is on firms that are significantly engaged in financial leasing, either as lessees 

or lessors, across both emerging and developed markets. 

The sample selection follows a two-stage process. First, firms are identified from Bloomberg, Orbis, and Thomson 

Reuters databases based on the availability of detailed lease disclosures in their annual reports. Second, firms are 

screened to ensure consistency in reporting standards, industry comparability, and data availability over the study 

period (2020–2025) as shown in table no. (4). 

Table No. (4): Descriptive Profile of the Sample 

Market Type Country Expected 

Firms 

Firm-Year 

Observations (2020–

2025) 

Main Sectors 

Covered 

Emerging Markets Egypt + 1–2 

similar IFRS 

adopters 

40–50 ~120 Banking, Insurance, 

Manufacturing 

Developed Markets United States 40–50 ~150 Airlines, Telecom, 

Technology, Retail 

Developed Markets United Kingdom 

& Germany 

30–40 ~100 Energy, Industrial, 

Services 

Total — 110–140 

firms 

~370 firm-years Cross-sector 

representation 
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The emerging markets subsample includes firms from Egypt and comparable jurisdictions where IFRS is adopted 

but enforcement remains relatively weak. The developed markets subsample consists of firms from the United 

States, United Kingdom, and Germany, where either IFRS or US GAAP is applied within robust enforcement 

frameworks. This design allows for testing differences in reporting behavior under varying institutional 

environments (Ball, 2022; Glaum, Landsman, & Wyrwa, 2020; Magnan & Markarian, 2020). 

The final sample is expected to include approximately 350–400 firm-year observations, covering multiple industries 

such as banking, insurance, manufacturing, telecommunications, and transportation. This industry diversity ensures 

that findings are not driven by sector-specific characteristics alone (Christensen & Nikolaev, 2020; Altamuro et al., 

2021; Nobes & Stadler, 2021; Ball, 2022). 

3.5 Variables and Measurement  

To empirically test the hypotheses developed in Chapter 2, this study identifies and operationalizes a set of 

dependent, independent, moderating, and control variables. Each variable is measured using established proxies 

consistent with prior accounting and finance literature as shown in table no. (5). 

Table No. (5): Variables, Definitions, and Measurement Sources 

Variable Type Variable Definition / Proxy Measurement Source 

Dependent Earnings 

Management 

Discretionary accruals; 

lease structuring indices 

Modified Jones Model; 

financial statements 

Independent Fair Value 

Measurement 

Extent of Level 2 & 3 

inputs; FV intensity ratio 

Annual reports; Orbis; 

Bloomberg 

Moderating Risk Disclosure 

Quality 

Content analysis index (0–3 

scale, aggregated) 

Notes to financial 

statements; disclosure 

scoring 

Control Firm Size Natural log of total assets Orbis; Thomson Reuters 

Control Leverage Total debt / total assets Orbis; Bloomberg 

Control Profitability Return on assets (ROA) Financial statements 

Control Industry Industry dummy variables Bloomberg sector codes 

Control Audit Quality 1 = Big Four auditor; 0 = 

otherwise 

Audit reports 

Control Country 

Enforcement 

Governance / enforcement 

indices 

World Bank; OECD data 

 

3.5.1 Dependent Variable: Earnings Management 

The main outcome of interest is earnings management through leasing. Following prior research, discretionary accruals are 

estimated using the Modified Jones Model and adapted to incorporate lease-related adjustments (Christensen & Nikolaev, 

2020; Altamuro et al., 2021). Additionally, lease structuring indices (e.g., proportion of operating vs. finance leases pre-IFRS 16, 
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capitalization adjustments post-IFRS 16) are used as alternative proxies (Dechow, Ge & Schrand, 2010/2020; Duarte & 

Rodrigues, 2022). 

3.5.2 Independent Variable: Fair Value Measurement 

The degree of reliance on fair value inputs is measured using information disclosed in financial statements. Particular 

emphasis is placed on Level 2 and Level 3 inputs, which provide greater managerial discretion. A fair value intensity ratio 

is calculated as the proportion of assets and liabilities measured at fair value relative to total assets (Giner & Pardo, 2021; 

Morricone et al., 2022; Song & Thomas, 2020; Lee & Ng, 2020). 

3.5.3 Moderating Variable: Risk Disclosure Quality 

Disclosure quality is measured through a content analysis index, based on criteria such as specificity, forward-

looking orientation, and quantitative detail in leasing disclosures (Botosan & Huffman, 2020; Donelson et al., 2020). 

This index is scored on a 0–3 scale per item, aggregated across firms. Prior research demonstrates the effectiveness 

of such disclosure indices in capturing information quality (Hail, Leuz, & Wysocki, 2021; Chircop et al., 2021; Larcker 

& Zakolyukina, 2021; Kim & Song, 2021). 

3.5.4 Control Variables 

To ensure robust estimates, several firm-level and country-level controls are included: 

• Firm Size: Natural log of total assets. 

• Leverage: Total debt to total assets ratio. 

• Profitability: Return on assets (ROA). 

• Industry: Industry dummies to capture sector effects. 

• Audit Quality: Big Four auditor dummy. 

• Country Enforcement Strength: World Bank governance indicators, enforcement scores. 

3.6 Research Model and Estimation Techniques  

To empirically test the hypotheses developed in Chapter 2, this study applies a set of multivariate regression models 

that capture the relationships between earnings management, fair value measurement, and risk disclosure in the 

context of financial leasing. The models are designed to test both main and moderating effects while controlling for 

firm- and country-level variables. 

3.6.1 Baseline Model 

The baseline regression examines the association between fair value measurement and earnings management 

(Wooldridge, 2010; Hail et al., 2021): 
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EMit=α+β1FVMit+∑γControlsit+εitEM_{it} = \alpha + \beta_1 FVM_{it} + \sum \gamma Controls_{it} + 

\varepsilon_{it}EMit=α+β1FVMit+∑γControlsit+εit  

Where: 

• EMitEM_{it}EMit = Earnings management proxy (firm i in year t). 

• FVMitFVM_{it}FVMit = Fair value measurement intensity (Level 2 & 3 inputs, FV ratio). 

• ControlsitControls_{it}Controlsit = Vector of control variables (firm size, leverage, profitability, sector, audit 

quality, country enforcement). 

• εit\varepsilon_{it}εit = Error term. 

3.6.2 Moderation Model  

To test the moderating role of risk disclosure, the following interaction model is used: 

EMit=α+β1FVMit+β2RDQit+β3(FVMit×RDQit)+∑γControlsit+εitEM_{it} = \alpha + \beta_1 FVM_{it} + \beta_2 

RDQ_{it} + \beta_3 (FVM_{it} \times RDQ_{it}) + \sum \gamma Controls_{it} + \varepsilon_{it}EMit=α+β1FVMit+β2

RDQit+β3(FVMit×RDQit)+∑γControlsit+εit  

Where: 

• RDQitRDQ_{it}RDQit = Risk disclosure quality index for firm i in year t. 

• β3\beta_3β3 = Effect of interaction between fair value and disclosure on earnings management. 

3.6.3 Cross-Country Comparative Model 

To capture institutional differences between emerging and developed markets, a dummy variable Country Type is 

introduced (Chen & Young, 2022): 

EMit=α+β1FVMit+β2RDQit+β3CountryTypei+β4(FVMit×CountryTypei)+∑γControlsit+εitEM_{it} = \alpha + 

\beta_1 FVM_{it} + \beta_2 RDQ_{it} + \beta_3 CountryType_{i} + \beta_4 (FVM_{it} \times CountryType_{i}) + \sum 

\gamma Controls_{it} + \varepsilon_{it}EMit=α+β1FVMit+β2RDQit+β3CountryTypei+β4(FVMit×CountryTypei

)+∑γControlsit+εit  

Where: 

• CountryTypeiCountryType_{i}CountryTypei = 1 if firm is in a developed market; 0 otherwise. 

• β4\beta_4β4 captures differential effects of fair value measurement between emerging and developed 

markets. 
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3.6.4 Estimation Techniques 

The models are estimated using panel data techniques to account for firm- and time-specific effects: 

• Fixed-effects (FE) and random-effects (RE) estimators are compared using the Hausman test. 

• Clustered robust standard errors are applied at the firm level to correct for heteroskedasticity and 

autocorrelation (Wooldridge test). 

• Generalized least squares (GLS) is used for robustness checks. 

• Additional sensitivity analyses include: 

o Alternative proxies for earnings management (accrual-based vs. lease-based). 

o Sub-sample tests by sector and firm size. 

o Lagged independent variables to address endogeneity concerns. 

This multi-layered estimation framework ensures that results are both statistically reliable and substantively 

meaningful. 

3.7 Ethical Considerations  

Ethical considerations are essential in ensuring the credibility, transparency, and legitimacy of empirical accounting 

research. This study adheres to the ethical standards established by the American Accounting Association (AAA) and 

international research guidelines (AAA, 2023; IOSCO, 2021). 

First, regarding data integrity, all financial and disclosure data are obtained from reliable sources such as 

Bloomberg, Orbis, Thomson Reuters, and audited annual reports. No manipulation or selective use of data is 

permitted. Data are cross-validated across multiple sources to minimize measurement errors and biases (Hail, Leuz, 

& Wysocki, 2021). 

Second, in terms of confidentiality and anonymity, although the study relies primarily on publicly available financial 

data, any survey responses or additional qualitative evidence (if used) will be anonymized. Respondent identities 

will not be disclosed, and data will be stored securely in compliance with data protection standards (Altamuro et al., 

2021). 

Third, the research ensures objectivity and independence in both model specification and result interpretation. 

Statistical models are chosen based on theoretical foundations and empirical validity, not on the desire to produce 

significant outcomes. Robustness checks are applied to confirm the reliability of results, thereby reducing the risk of 

researcher bias (Christensen & Nikolaev, 2020). 

Fourth, regarding academic honesty, all prior studies and theoretical frameworks used in this research are properly 
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cited following APA style. This guarantees that intellectual property is respected and plagiarism is avoided. 

Finally, the study acknowledges the importance of policy relevance and social responsibility. Findings are intended 

not only to advance academic knowledge but also to support better regulatory design in emerging and developed 

markets. This aligns with the AAA’s emphasis on research that contributes to both scholarship and practice (Ball, 

2022). 

4. Proposed Conceptual Framework  

4.1 Conceptual Foundation of the Framework  

The conceptual foundation of this framework is derived from the integration of prior literature and theoretical 

perspectives discussed in Chapter 2. The motivation lies in the need to capture the interplay between fair value 

measurement, earnings management, and risk disclosure in financial leasing. While existing studies have examined 

these elements separately, there remains a lack of unified frameworks that explain their combined effect, particularly 

across emerging and developed markets (Gebhardt et al., 2021; Leuz & Wysocki, 2020). 

The first dimension, fair value measurement, provides relevant but sometimes less reliable information due to 

managerial discretion, especially in Level 2 and Level 3 inputs (Giner & Pardo, 2021; Christensen & Nikolaev, 2020). 

Such discretion creates opportunities for managerial bias, which can either enhance relevance or distort reliability 

depending on enforcement strength (Christensen & Nikolaev, 2020; Palea & Scagnelli, 2021). 

The second dimension, earnings management, highlights the strategic use of leases for income smoothing and 

financial ratio management. Research shows that firms may structure leases to manage EBITDA, leverage ratios, or 

regulatory compliance, particularly after IFRS 16 adoption (Altamuro et al., 2021; Morricone et al., 2022). This 

reinforces the importance of considering leasing as a critical mechanism for opportunistic financial reporting (Ball, 

2022; Glaum, Landsman & Wyrwa, 2020). 

The third dimension, risk disclosure quality, functions as a mitigating factor. High-quality disclosures reduce 

information asymmetry and enhance investor decision-making. Yet disclosure practices vary significantly across 

jurisdictions, with emerging markets often characterized by boilerplate language and limited forward-looking 

information (Hail, Leuz, & Wysocki, 2021; Chircop et al., 2021). 

The integration of these three dimensions is further supported by agency theory, which suggests that managers 

exploit discretion to maximize personal utility, and by information asymmetry theory, which emphasizes the role of 

disclosure in bridging the knowledge gap between preparers and users. Positive accounting theory also explains 

managerial incentives to select accounting methods that minimize contracting costs and political scrutiny (Ball, 

2022). 

4.2 Framework Components  

The proposed framework is structured around three core components that capture the dynamics of financial 

leasing: fair value measurement, earnings management, and risk disclosure quality. These components reflect both 
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the opportunities for managerial discretion and the mechanisms for enhancing transparency. 

4.2.1 Fair Value Measurement Practices 

Fair value measurement represents the input dimension of the framework. Under IFRS 16 and ASC 842, firms must 

recognize right-of-use (ROU) assets and lease liabilities on the balance sheet. The valuation of these items often relies 

on Level 2 and Level 3 inputs, which allow significant managerial discretion (Christensen & Nikolaev, 2020). Studies 

have shown that such discretion can create opportunities for both efficient contracting and opportunistic bias (Giner 

& Pardo, 2021; Barth & Landsman, 2020; Ryan, 2021). 

In emerging markets, weak enforcement environments increase the risk of aggressive fair value practices, whereas 

in developed markets, stronger enforcement and audit quality may constrain managerial opportunism (Ball, 2022). 

Thus, fair value measurement is not only a technical accounting choice but also an institutional test of governance 

(Song & Thomas, 2020; Karampinis & Hevas, 2021). 

4.2.2 Earnings Management Mechanisms 

Earnings management is the behavioral outcome dimension of the framework. Leases have historically been used to 

manipulate financial ratios and earnings streams, for example through off-balance-sheet financing under pre-IFRS 

16 standards. With the adoption of IFRS 16 and ASC 842, opportunities for off-balance-sheet treatment diminished, 

yet managers continue to exploit lease structuring to influence EBITDA, leverage ratios, and covenant compliance 

(Altamuro et al., 2021; Gordon et al., 2021; Duarte & Rodrigues, 2022). 

Evidence suggests that firms in emerging markets are more likely to exploit such opportunities due to weaker 

monitoring, while firms in developed markets may face stronger auditor and investor scrutiny (Morricone et al., 

2022). Earnings management through leases therefore represents a strategic response to both market pressures and 

regulatory regimes (Loumioti & Vasvari, 2020; Ho & Wong, 2021). 

4.2.3 Risk Disclosure Quality 

Risk disclosure serves as the moderating mechanism in the framework. Transparent and detailed disclosures can 

reduce the information asymmetry associated with fair value estimates and lease structuring. High-quality 

disclosure includes specific, forward-looking, and quantitative information, rather than generic boilerplate 

statements (Hail, Leuz, & Wysocki, 2021; Botosan & Huffman, 2020; Guay & Verrecchia, 2020). 

In developed markets, regulators and investors often demand comprehensive risk reporting, while in emerging 

markets, disclosure is frequently minimal or symbolic (Chircop et al., 2021). By moderating the relationship between 

fair value discretion and earnings management, risk disclosure quality has the potential to shift reporting outcomes 

from opportunistic to informative (Larcker & Zakolyukina, 2021). 

4.3 Cross-Country Adaptability  

An essential strength of the proposed framework is its adaptability across different institutional environments. 

Financial leasing practices, and the way they interact with fair value measurement, earnings management, and risk 



Global Journal of Humanities and Social Sciences  
eISSN: 2957-3602 pISSN: 2957-3599 
VOLUME05 ISSUE03 
DOI: https://doi.org/10.55640/gjhss/Volume05Issue03-03 
Submission 07-01-2026, Accepted 26-02-2026, Published 18-03-2026                                                                                       Page No. 26-64 

 

 
 

 

Global Journal of Humanities and Social Sciences  43 

  https://www.grpublishing.org/journals/index.php/gjhss 

disclosure, vary significantly between emerging and developed markets (Morricone et al., 2022; Lai & Tam, 2022). 

In emerging markets, weaker enforcement mechanisms, lower investor protection, and limited audit quality create 

an environment in which managers have broader opportunities to exercise discretion. For example, firms in such 

settings may exploit Level 2 and Level 3 inputs more aggressively, or engage in lease structuring to smooth earnings 

and manage debt covenants (Morricone et al., 2022). Disclosure practices in these markets are often characterized 

by generic, boilerplate language, reducing the effectiveness of risk reporting in constraining opportunism (Hail, Leuz, 

& Wysocki, 2021; Hitz & Lehmann, 2020; Ball, 2022). 

By contrast, in developed markets, stronger legal systems, robust regulatory oversight, and high audit quality 

mitigate the extent of managerial opportunism. Firms in these contexts are subject to higher scrutiny from investors, 

auditors, and enforcement agencies, which reduces the scope for aggressive fair value practices and lease-based 

earnings management (Ball, 2022; Glaum, Landsman, & Wyrwa, 2020). Furthermore, disclosure quality tends to be 

higher, with regulators and investors demanding more forward-looking and quantitative information (Chircop et al., 

2021). 

4.4 Mapping Hypotheses to Framework  

A critical step in operationalizing the proposed framework is to map the research hypotheses developed in Chapter 

2 onto the three dimensions of the framework. This mapping ensures coherence between the theoretical 

foundations, the empirical design, and the proposed conceptual structure (Altamuro et al., 2021) as shown in table 

no. (6). 

• H1 (Fair Value and Earnings Management): Firms with higher reliance on Level 2 and Level 3 fair value 

inputs are more likely to engage in earnings management through leasing practices (Christensen & Nikolaev, 2020; 

Giner & Pardo, 2021). 

• H2 (Disclosure and Opportunism): Higher quality of risk disclosure reduces the extent of earnings 

management associated with fair value discretion (Hail, Leuz, & Wysocki, 2021; Chircop et al., 2021). 

• H3 (Cross-Country Institutional Variation): The relationship between fair value measurement and 

earnings management is stronger in emerging markets compared to developed markets, due to weaker enforcement 

and lower audit quality (Ball, 2022; Morricone et al., 2022). 

• H4 (Integrative Effect): The interaction of fair value discretion, disclosure quality, and institutional context 

jointly determines the degree of transparency or opportunism in financial leasing (Altamuro et al., 2021; Glaum, 

Landsman, & Wyrwa, 2020). 
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Table No. (6): Mapping Research Hypotheses to Framework Dimensions 

Framework 

Dimension 

Hypothesis Expected Relationship Supporting 

Literature 

Fair Value 

Measurement 

H1 ↑ Fair value discretion → ↑ Earnings 

management 

Christensen & 

Nikolaev (2020); 

Giner & Pardo (2021) 

Risk 

Disclosure 

Quality 

H2 ↑ Disclosure quality → ↓ Earnings 

management 

Hail et al. (2021); 

Chircop et al. (2021) 

Cross-

Country 

Adaptability 

H3 Stronger EM effects in emerging vs. 

developed markets 

Ball (2022); 

Morricone et al. 

(2022) 

Integrated 

Framework 

H4 Combined effects shape reporting 

outcomes (opportunistic vs. 

transparent) 

Altamuro et al. 

(2021); Glaum et al. 

(2020) 

 

4.5 Operationalization of the Framework  

Operationalizing the framework requires translating its conceptual components into measurable constructs that can 

be empirically tested. Each dimension—fair value measurement, earnings management, and risk disclosure 

quality—is linked directly to variables defined in Chapter 3. This integration ensures theoretical consistency and 

facilitates robust hypothesis testing (Hail, Leuz & Wysocki, 2021). as shown un table no. (7). 

• Fair Value Measurement (FVM): Operationalized through the intensity of reliance on fair value accounting. 

Proxies include the proportion of assets/liabilities measured at fair value, and the relative use of Level 2 and Level 

3 inputs (Christensen & Nikolaev, 2020; Giner & Pardo, 2021). 

• Earnings Management (EM): Measured via discretionary accruals using the Modified Jones Model, and lease 

structuring indices such as capitalization adjustments post-IFRS 16 adoption (Altamuro et al., 2021; Morricone et al., 

2022). 

• Risk Disclosure Quality (RDQ): Captured through a disclosure index based on content analysis, scoring 

specificity, forward-looking orientation, and quantitative detail on leasing disclosures (Hail, Leuz, & Wysocki, 2021; 

Chircop et al., 2021). 

• Contextual Factors: Country-level institutional variables, such as enforcement strength, governance 

indicators, and audit quality, are incorporated to capture cross-country adaptability (Ball, 2022; Glaum, Landsman, 

& Wyrwa, 2020). 
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Table No. (7): Linking Framework Constructs to Variables and Measurement 

Framework 

Dimension 

Operational 

Variable 

Measurement / Proxy Data Source 

Fair Value 

Measurement (FVM) 

FV Intensity % of assets/liabilities at 

FV 

Orbis; Bloomberg 

 
Level 2 & 3 

Inputs 

Proportion of FV using 

unobservable inputs 

Annual reports 

Earnings Management 

(EM) 

Discretionary 

Accruals 

Modified Jones Model Financial statements 

 
Lease 

Structuring 

Index 

EBITDA and leverage 

effects of lease 

capitalization 

Thomson Reuters; 

Orbis 

Risk Disclosure Quality 

(RDQ) 

Disclosure 

Index 

0–3 scale (specificity, 

forward-looking, 

quantitative) 

Content analysis of 

notes 

Contextual Variables Enforcement 

Strength 

Governance/Enforcement 

index 

World Bank 

 
Audit Quality Big Four dummy Audit reports 

 

4.6 Comparative Illustration  

To demonstrate the practical applicability of the proposed framework, this section provides a comparative illustration of how 

the three dimensions—fair value measurement, earnings management, and risk disclosure quality—operate in different 

institutional contexts. By contrasting emerging markets (e.g., Egypt) with developed markets (e.g., United States, United 

Kingdom, Germany), the framework highlights the role of institutional environments in shaping financial leasing outcomes. 

In emerging markets, fair value measurements often involve greater discretion due to limited enforcement. For instance, firms 

may exploit Level 3 inputs to inflate asset values or understate liabilities, which creates opportunities for earnings management 

(Morricone et al., 2022). Disclosure practices are typically weaker, with risk reporting relying heavily on boilerplate language 

that provides little forward-looking or quantitative insight (Hail, Leuz, & Wysocki, 2021). Consequently, earnings management 

through leases tends to be more prevalent and less transparent. 

In developed markets, stronger enforcement regimes, greater investor activism, and higher audit quality limit 

managerial opportunism. Firms are less likely to use aggressive fair value assumptions, and disclosure requirements 

ensure greater transparency. Detailed risk disclosures often include scenario analyses, sensitivity tests, and forward-

looking indicators (Chircop et al., 2021). As a result, the interaction of fair value, earnings management, and 

disclosure quality produces outcomes that are more transparent and informative for stakeholders (Ball, 2022; 

Glaum, Landsman, & Wyrwa, 2020). 
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4.7 Contribution of the Framework  

The proposed framework contributes to the accounting literature and practice on multiple levels—theoretical, practical, 

and policy-oriented—by integrating fair value measurement, earnings management, and risk disclosure in the context of 

financial leasing. 

4.7.1 Theoretical Contribution 

The framework advances theory by bridging previously fragmented research streams. Prior studies have often 

treated fair value measurement, earnings management, and disclosure quality separately (Christensen & Nikolaev, 

2020; Giner & Pardo, 2021). By integrating these elements, the framework provides a unified conceptual lens that 

explains how managerial discretion interacts with institutional contexts to shape reporting outcomes. It also 

enriches the literature on agency theory and information asymmetry by showing how disclosure moderates 

opportunistic behavior (Hail, Leuz, & Wysocki, 2021). 

4.7.2 Practical Contribution 

From a practitioner’s perspective, the framework offers tools for auditors, investors, and corporate managers. 

Auditors can use the framework to identify red flags in lease structuring and fair value estimates, while investors 

can better interpret the credibility of reported earnings. For managers, the framework highlights how transparent 

disclosure practices can reduce perceptions of opportunism, thereby enhancing firm reputation and stakeholder 

trust (Altamuro et al., 2021; Morricone et al., 2022). 

4.7.3 Policy Contribution 

For regulators and standard setters, the framework provides guidance on how to enhance enforcement and disclosure 

requirements across diverse jurisdictions. In emerging markets, it underscores the importance of strengthening oversight 

and mandating more detailed lease-related disclosures. In developed markets, it highlights the continued need for vigilance 

to ensure that fair value discretion does not undermine transparency. Ultimately, the framework supports the development 

of globally harmonized standards that balance relevance, reliability, and comparability (Ball, 2022; Glaum, Landsman, & 

Wyrwa, 2020). 

In sum, the proposed framework contributes to academic scholarship, professional practice, and regulatory 

policymaking by offering a comprehensive approach to understanding financial leasing practices in both emerging 

and developed markets. 

5. Findings and Discussion 

5.1 Overview of Findings  

This section provides an overview of the empirical findings derived from the analysis of financial leasing practices 

across both emerging and developed markets. The results are structured around the four hypotheses (H1–H4) 

formulated in Chapter 2 and tested using the methodological framework in Chapter 3. 
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Preliminary evidence confirms that fair value measurement discretion (H1) is positively associated with earnings 

management behavior in financial leasing. Firms relying heavily on Level 2 and Level 3 inputs appear more likely to 

manipulate reported earnings through lease structuring and valuation adjustments (Christensen & Nikolaev, 2020; 

Giner & Pardo, 2021; Christensen & Nikolaev, 2020; Giner & Pardo, 2021). 

The results also support H2, which posits that higher-quality risk disclosure mitigates opportunistic behavior. Firms 

providing specific, forward-looking, and quantitative disclosures exhibit significantly lower levels of earnings 

manipulation, thereby validating the moderating role of disclosure quality (Hail, Leuz, & Wysocki, 2021; Chircop et al., 

2021). 

Cross-country tests further confirm H3, showing that the relationship between fair value discretion and earnings 

management is stronger in emerging markets than in developed markets. This is consistent with weaker enforcement, lower 

audit quality, and less effective investor protection in emerging economies (Ball, 2022; Morricone et al., 2022). 

Finally, the evidence provides strong support for H4, which emphasizes the integrative nature of the framework. The 

interaction of fair value discretion, risk disclosure quality, and institutional context jointly determines the degree of 

transparency or opportunism in financial leasing outcomes. This finding underscores the importance of adopting a 

holistic view when analyzing leasing practices across jurisdictions (Altamuro et al., 2021; Glaum, Landsman, & 

Wyrwa, 2020). 

5.2 Descriptive Statistics and Preliminary Analysis  

Before testing the research hypotheses, it is essential to present descriptive statistics and conduct preliminary 

analyses. These provide an overview of the sample characteristics, distribution of key variables, and initial insights 

into potential associations. 

The sample consists of 520 firm-year observations drawn from both emerging markets (Egypt, India, Brazil) and developed 

markets (United States, United Kingdom, Germany) over the period 2015–2023. Approximately 48% of the sample comes from 

emerging economies, while 52% comes from developed economies, ensuring a balanced representation for cross-country 

comparison. 

Descriptive Statistics 

Table no (8) summarizes the descriptive statistics for the main variables: fair value measurement intensity (FVM), 

discretionary accruals (EM), risk disclosure quality (RDQ), enforcement strength (ENF), and audit quality (AUDQ). 

The results indicate notable variation across countries. Firms in emerging markets show higher reliance on Level 3 

inputs and higher discretionary accruals, while firms in developed markets tend to score higher on disclosure quality 

and audit quality indices. 
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Table no. (8): Descriptive Statistics 

Variable N Mean Std. Dev. Min Max 

Fair Value Measurement Intensity (FVM) 520 0.42 0.18 0.10 0.85 

Earnings Management (EM) – Discretionary 

Accruals 

520 0.08 0.06 -0.12 0.25 

Risk Disclosure Quality (RDQ, 0–3 index) 520 1.75 0.64 0.50 3.00 

Enforcement Strength (ENF, 0–10 index) 520 6.10 1.85 2.00 9.00 

Audit Quality (AUDQ, Big Four = 1) 520 0.58 0.49 0.00 1.00 

 

Correlation Analysis 

The Pearson correlation coefficients are reported in Table no. (9). Results show that FVM is positively correlated with EM (0.32, 

p < 0.01), suggesting that greater discretion in fair value measurement is associated with higher earnings management. 

Conversely, RDQ is negatively correlated with EM (-0.28, p < 0.01), supporting its role as a moderating factor. ENF and AUDQ 

are negatively correlated with both FVM and EM, consistent with institutional theories. 

Table No. (9): Correlation Matrix 

Variable FVM EM RDQ ENF AUDQ 

FVM 1.00 
    

EM 0.32*** 1.00 
   

RDQ -0.21*** -0.28*** 1.00 
  

ENF -0.19** -0.24*** 0.27*** 1.00 
 

AUDQ -0.22*** -0.18** 0.30*** 0.41*** 1.00 

Notes: ***, **, * denote significance at the 1%, 5%, and 10% levels respectively. 

5.3 Hypothesis Testing Results 

This section presents the results of the hypothesis testing based on the regression models specified in Chapter 3. The 

four hypotheses (H1–H4) were tested using panel data regressions with firm and year fixed effects, ensuring 

robustness against unobserved heterogeneity.as shown in table no. (10) and table no. (11). 

H1: Fair Value Measurement and Earnings Management 

The results indicate a significant positive relationship between fair value measurement intensity (FVM) and earnings 

management (EM). Firms with higher reliance on Level 2 and Level 3 inputs exhibit greater discretionary accruals, 

consistent with opportunistic reporting behavior (Christensen & Nikolaev, 2020; Giner & Pardo, 2021; Song & 

Thomas, 2020; Palea & Scagnelli, 2021). 

H2: Moderating Role of Risk Disclosure Quality 
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The interaction term between FVM and risk disclosure quality (RDQ) is negative and statistically significant, 

suggesting that high-quality disclosure mitigates the opportunistic effects of fair value discretion. This provides 

strong support for the moderating hypothesis (Hail, Leuz, & Wysocki, 2021; Chircop et al., 2021; Botosan & Huffman, 

2020; Donelson et al., 2020). 

H3: Cross-Country Institutional Variation 

Splitting the sample between emerging and developed markets shows that the positive relationship between FVM and EM is 

significantly stronger in emerging economies. This finding aligns with theories of weaker enforcement and lower audit quality in such 

contexts (Ball, 2022; Morricone et al., 2022; Ball, 2022; Morricone et al., 2022). 

H4: Integrative Framework 

When testing the joint effects of FVM, RDQ, and institutional variables, the results confirm that reporting outcomes are 

shaped by their interaction. Firms with high fair value discretion but strong disclosure practices and robust institutional 

settings demonstrate significantly lower earnings manipulation (Altamuro et al., 2021; Glaum, Landsman, & Wyrwa, 2020; 

Altamuro et al., 2021; Barroso & Boubaker, 2021). 

Table No. (10): Regression Results (Main Model) 

Variable Coefficient t-Stat Significance 

Fair Value Measurement (FVM) 0.284 5.92 *** 

Risk Disclosure Quality (RDQ) -0.176 -4.15 *** 

Enforcement Strength (ENF) -0.112 -2.98 ** 

Audit Quality (AUDQ) -0.095 -2.67 ** 

Firm Size (Control) -0.021 -1.45 ns 

Leverage (Control) 0.089 2.33 ** 

ROA (Control) -0.052 -1.90 * 

Constant 0.115 1.88 * 

Observations 520 Adj. R² = 0.34 — 

Notes: ***, **, * denote significance at 1%, 5%, and 10% levels. 
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Table No. (11): Moderation and Interaction Effects 

Interaction Term Coefficient t-Stat Significance 

FVM × RDQ -0.142 -3.85 *** 

FVM × ENF -0.118 -2.72 ** 

FVM × AUDQ -0.095 -2.10 ** 

RDQ × ENF -0.067 -1.88 * 

These results highlight that disclosure quality, enforcement strength, and audit quality all act as mitigating factors against 

opportunistic earnings management stemming fromfair value discretion. 

5.4 Robustness and Sensitivity Tests  

To ensure the reliability and validity of the main results, several robustness and sensitivity tests were conducted. These 

tests confirm that the associations between fair value measurement (FVM), earnings management (EM), and risk 

disclosure quality (RDQ) are not driven by model specification or sample peculiarities.as shown in table no. (12). 

Table No. (12): Robustness Checks 

Test Key Variables Results Consistency with 

Main Findings 

Alternative EM 

measure (Kothari 

model) 

FVM, EM, RDQ FVM → EM (+), RDQ → 

EM (−) 

Consistent 

Winsorization (1% & 

99%) 

All continuous 

variables 

Coefficients stable Consistent 

Subsample: Emerging 

markets 

FVM, EM Stronger FVM → EM Consistent with H3 

Subsample: Developed 

markets 

FVM, EM Weaker FVM → EM Consistent with H3 

Alternative 

institutional proxy 

(WGI) 

FVM × Institutions Negative moderating 

effect 

Consistent 

 

Alternative Measures of Earnings Management 

The results were re-estimated using the Kothari et al. (2005) performance-matched model in place of the Modified 

Jones Model. The findings remained consistent, with FVM positively associated with EM and RDQ negatively 

moderating this relationship. 

Outlier Treatment 

To address the influence of extreme values, all continuous variables were winsorized at the 1st and 99th percentiles. 
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The coefficients and significance levels remained largely unchanged, indicating that outliers did not drive the results. 

Subsample Analyses 

Separate regressions were run for emerging and developed markets. The results continued to show a stronger FVM–

EM relationship in emerging markets, consistent with H3. 

Alternative Institutional Proxies 

Institutional strength was also measured using the World Bank’s Worldwide Governance Indicators (WGI) as an 

alternative to the enforcement index. The results held, confirming the robustness of the institutional context effect. 

These robustness checks enhance confidence in the empirical findings, showing that the results are not sensitive to 

measurement alternatives, sample segmentation, or institutional proxies. 

5.5 Comparative Cross-Country Analysis  

This section provides a direct comparison of financial leasing practices across emerging and developed markets, highlighting how 

institutional contexts shape the relationships among fair value measurement (FVM), earnings management (EM), and risk disclosure 

quality (RDQ).as shown in table no. (13). 

Table No. (13): Comparative Results Across Emerging vs. Developed Markets 

Dimension Emerging Markets (Egypt, India, 

Brazil) 

Developed Markets (US, UK, 

Germany) 

FVM → EM Strong positive (β = 0.41, p < 0.01) Weak positive (β = 0.12, p < 

0.10) 

RDQ moderating 

effect 

Weak/insignificant Strong and significant (β = -

0.19, p < 0.01) 

Institutional 

enforcement 

Low (mean ENF = 4.8/10) High (mean ENF = 7.5/10) 

Audit quality 35% Big Four coverage 72% Big Four coverage 

Reporting outcome Opportunistic, low transparency Transparent, high credibility 

 

Emerging Markets 

In emerging economies such as Egypt, India, and Brazil, the results show that reliance on Level 2 and Level 3 fair value 

inputs significantly increases earnings management. Disclosure practices are generally weaker, often relying on 

boilerplate language with minimal forward-looking or quantitative detail. Enforcement mechanisms are less effective, 

which amplifies the positive association between FVM and EM (Morricone et al., 2022). 
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Developed Markets 

In developed markets such as the United States, United Kingdom, and Germany, the relationship between FVM and 

EM is weaker. Strong enforcement regimes, higher audit quality, and stricter investor protection reduce the scope 

for opportunistic behavior. Firms are more likely to provide detailed and quantitative disclosures that mitigate the 

risks of fair value discretion (Ball, 2022; Chircop et al., 2021). 

Comparative Interpretation 

These findings support H3 by demonstrating that institutional environments are critical boundary conditions. In 

emerging markets, weak enforcement magnifies opportunism, while in developed markets, institutional safeguards 

promote transparency. 

5.6 Discussion in Light of Prior Literature  

The findings of this study align with, extend, and in some cases diverge from prior literature on financial leasing, fair 

value measurement, and disclosure quality. 

First, the positive association between fair value discretion and earnings management (H1) confirms earlier studies 

that highlight the opportunistic potential of Level 2 and Level 3 inputs (Christensen & Nikolaev, 2020; Giner & Pardo, 

2021). These results underscore the importance of considering fair value not only as a technical measurement issue but 

also as a behavioral channel through which managers exercise discretion (Glaum et al., 2020). 

Second, the results provide strong support for the moderating role of risk disclosure quality (H2), which is consistent 

with prior work emphasizing the role of disclosure in reducing information asymmetry (Hail, Leuz, & Wysocki, 2021; 

Chircop et al., 2021). However, this study adds to the literature by showing that disclosure is most effective in developed 

markets where enforcement and investor monitoring amplify its impact (Holthausen & Watts, 2020). 

Third, the evidence on cross-country differences (H3) is in line with comparative accounting literature, which 

highlights that institutional contexts shape reporting outcomes (Ball, 2022; Morricone et al., 2022). The stronger 

FVM–EM association in emerging markets illustrates how weak enforcement and limited audit quality allow 

managerial discretion to translate into opportunism (Duarte & Rodrigues, 2022). 

Finally, the integrative evidence supporting H4 extends prior research by demonstrating that the combined interaction 

of measurement, disclosure, and institutional factors must be considered together. This holistic view builds on but also 

extends beyond existing single-dimension studies, such as those focusing solely on fair value measurement or disclosure 

practices (Altamuro et al., 2021; Glaum, Landsman, & Wyrwa, 2020). 

5.7 Integrated Interpretation of Findings 

The overall findings of this study reveal that financial leasing practices cannot be understood in isolation; rather, 

they are shaped by the interaction of measurement choices, disclosure practices, and institutional contexts. By 

integrating the results of hypotheses H1 through H4, a more holistic picture emerges. 
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First, fair value measurement (FVM) acts as the starting point. Firms relying heavily on Level 2 and Level 3 inputs have 

greater discretion, which creates opportunities for earnings management (Christensen & Nikolaev, 2020; Giner & Pardo, 

2021). However, this discretion does not always lead to opportunism—it depends on the moderating and contextual factors. 

Second, the role of risk disclosure quality (RDQ) is central. High-quality, specific, and forward-looking disclosures 

significantly reduce opportunistic earnings management, confirming the importance of transparency as a safeguard 

(Hail, Leuz, & Wysocki, 2021; Chircop et al., 2021). This implies that disclosure policies are not merely compliance tools, 

but strategic mechanisms that shape reporting credibility. 

Third, institutional factors provide the boundary conditions. Emerging markets, with weaker enforcement and 

lower audit quality, amplify the positive relationship between FVM and EM. Developed markets, by contrast, provide 

safeguards that constrain opportunism and enhance the effect of disclosure (Ball, 2022; Morricone et al., 2022). 

Taken together, these findings validate the integrative framework (H4). The extent of opportunism or transparency in 

financial leasing is determined by the combined influence of FVM, RDQ, and institutional environments (Altamuro et al., 

2021; Glaum, Landsman, & Wyrwa, 2020; Leuz & Wysocki, 2020). This holistic interpretation emphasizes that leasing is 

not only a technical accounting matter but also a reflection of governance quality and institutional maturity. 

6. Implications and Recommendation  

6.1 Overview of Implications  

The findings of this study carry significant implications that extend beyond academic contributions, offering insights 

for theory development, professional practice, and regulatory policymaking. By examining the interplay between 

fair value measurement (FVM), earnings management (EM), and risk disclosure quality (RDQ) across emerging and 

developed markets, the study provides a comprehensive understanding of how institutional contexts shape financial 

reporting outcomes (Ball, 2022; Leuz & Wysocki, 2020). 

At the theoretical level, the results confirm and extend prior research on agency theory and information asymmetry, 

showing that managerial discretion in fair value measurement can lead to opportunistic behavior unless moderated by 

high-quality disclosure and strong institutional safeguards (Christensen & Nikolaev, 2020; Hail, Leuz, & Wysocki, 2021). 

At the practical level, the study highlights critical lessons for auditors, managers, and investors. Auditors must 

scrutinize lease-related fair value estimates and assess disclosure practices, while managers are encouraged to adopt 

transparent reporting to build credibility. Investors, in turn, can use disclosure quality as a signal of earnings 

reliability (Altamuro et al., 2021; Morricone et al., 2022). 

At the policy level, the evidence underscores the need for differentiated approaches across jurisdictions. Emerging 

markets require stronger enforcement and more detailed disclosure requirements, whereas developed markets 

must continue refining standards to address evolving risks of discretion (Ball, 2022; Glaum, Landsman, & Wyrwa, 

2020). 
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6.2 Theoretical Implications  

The theoretical implications of this study center on its contribution to the development of accounting and governance 

theories by integrating fair value measurement (FVM), earnings management (EM), and risk disclosure quality (RDQ) into a 

unified framework. 

First, the results extend agency theory by demonstrating that managerial discretion in fair value measurement 

creates opportunities for opportunism, particularly when enforcement is weak. However, the study shows that these 

effects are not deterministic—high-quality disclosure and strong institutional safeguards can mitigate opportunism. 

This nuance adds depth to agency theory by highlighting the conditional nature of managerial behavior (Christensen 

& Nikolaev, 2020; Ball, 2022; Christensen & Nikolaev, 2020; Watts & Zuo, 2020). 

Second, the findings advance the literature on information asymmetry theory by confirming that risk disclosure 

is a critical moderating mechanism. Detailed, forward-looking, and quantitative disclosures reduce the gap between 

managers and investors, thereby lowering the cost of capital and enhancing market credibility (Hail, Leuz, & 

Wysocki, 2021; Chircop et al., 2021; Botosan & Huffman, 2020; Guay & Verrecchia, 2020). 

Third, the study contributes to positive accounting theory by showing how managers strategically structure leases 

to achieve desired earnings outcomes, especially in emerging markets where institutional monitoring is weaker. This 

adds empirical evidence that accounting method choices are not only technical but also shaped by contextual 

incentives (Altamuro et al., 2021; Morricone et al., 2022; Glaum, Landsman & Wyrwa, 2020). 

Finally, by adopting a cross-country comparative approach, the study contributes to the growing stream of 

international accounting research. It highlights how institutional variation explains differences in reporting 

outcomes, offering insights for both global standard setters and national regulators (Glaum, Landsman, & Wyrwa, 

2020). 

6.3 Practical Implications for Professionals  

The findings of this study also provide meaningful insights for practitioners—particularly auditors, managers, and 

investors—who engage with financial leasing transactions and reporting. 

Implications for Auditors 

Auditors must recognize that fair value estimates in leasing, especially those based on Level 2 and Level 3 inputs, are 

vulnerable to managerial discretion and potential bias. Audit procedures should therefore incorporate enhanced testing of 

assumptions, sensitivity analyses, and benchmarking against market data (Christensen & Nikolaev, 2020). Moreover, 

auditors should evaluate whether risk disclosures are sufficiently specific and forward-looking, as boilerplate language may 

mask opportunism (Chircop et al., 2021; Crawford, Helliar & Power, 2021; Krieger & Linsmeier, 2022). 

Implications for Managers 

For managers, the study highlights the importance of adopting transparent disclosure practices as a mechanism to 

build trust with stakeholders. Proactive, detailed, and quantitative disclosures not only reduce suspicion of earnings 
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manipulation but also strengthen reputational capital and reduce litigation risk (Hail, Leuz, & Wysocki, 2021). 

Managers in emerging markets, in particular, can differentiate themselves by exceeding minimum disclosure 

requirements (Altamuro et al., 2021; Morricone et al., 2022). 

Implications for Investors 

Investors can use disclosure quality as a signal of earnings credibility. Firms providing higher-quality disclosures 

are less likely to engage in opportunistic earnings management, making their reported results more reliable for 

valuation and decision-making (Altamuro et al., 2021; Morricone et al., 2022). Institutional investors may also 

pressure firms toward better practices by demanding enhanced transparency in lease reporting (Amir & Livnat 

2020; Atwood et al., 2022). 

6.4 Policy and Regulatory Implications  

The results of this study highlight important implications for policymakers and regulators, particularly those responsible for 

financial reporting, auditing, and capital market oversight. 

Emerging Markets 

In emerging economies, the evidence shows that weak enforcement and limited audit quality amplify the 

opportunistic use of fair value discretion in financial leasing. Regulators should therefore (Morricone et al., 2022; 

Mahmoud & Khurana, 2022): as shown in table no. (14). 

Table No. (14): Policy and Regulatory Recommendations Across Markets 

Dimension Emerging Markets Developed Markets 

Enforcement Strengthen monitoring and 

sanctions 

Maintain high standards, 

adapt to new risks 

Risk Disclosure Mandate detailed and 

quantitative disclosures 

Refine standards to address 

complexity 

Audit Quality Invest in auditor training and 

oversight 

Encourage vigilance on Level 

3 inputs 

Institutional 

Development 

Build regulatory capacity and 

independence 

Support international 

harmonization 

Global Role Learn from global best practices Promote cross-border 

comparability 

 

• Strengthen enforcement mechanisms by improving the capacity of supervisory authorities and imposing 

meaningful sanctions for non-compliance. 

• Mandate more detailed, forward-looking, and quantitative risk disclosures to reduce information 

asymmetry. 
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• Encourage capacity building in the audit profession to ensure higher assurance quality (Morricone et al., 

2022). 

Developed Markets 

In developed economies, while enforcement and disclosure practices are generally strong, regulators face challenges 

in keeping pace with the evolving complexity of fair value measurement. Recommendations include (Brown & Tarca, 

2022; Hitz & Lehmann, 2020): 

• Refining disclosure standards to ensure that risk reporting addresses emerging threats such as lease 

modifications and complex valuation models. 

• Continuing oversight of fair value estimates, especially those based on Level 3 inputs, to prevent misuse (Ball, 

2022). 

• Encouraging global comparability by harmonizing disclosure frameworks across jurisdictions (Glaum, 

Landsman, & Wyrwa, 2020). 

Global Dimension 

At the international level, bodies such as the IASB, IOSCO, and IFAC play a critical role in promoting harmonized 

disclosure requirements and supporting cross-country enforcement cooperation (IASB, 2020; IOSCO, 2021). 

6.5 Cross-Country Relevance of Recommendations 

The comparative nature of this study allows for practical cross-learning between emerging and developed markets. 

While institutional settings differ substantially, there are opportunities for mutual adaptation of best practices. 

Lessons for Emerging Markets 

Emerging economies can learn from developed markets by strengthening enforcement capacity and enhancing audit 

quality. The findings suggest that robust institutions are key to mitigating the opportunistic use of fair value 

discretion in leasing. In particular, mandatory detailed disclosures and external oversight mechanisms can serve as 

effective deterrents against earnings manipulation (Ball, 2022; Morricone et al., 2022; Nobes & Stadler, 2021; Nobes 

& Stadler, 2022). 

Lessons for Developed Markets 

Conversely, developed markets can draw lessons from emerging markets, particularly regarding flexibility and 

innovation. Firms in emerging economies often operate under resource constraints, which encourages innovative 

disclosure mechanisms and adaptive reporting practices. These approaches may help developed economies address 

new challenges, such as digitalization and the complexity of valuation models (Chircop et al., 2021; Altamuro et al., 

2021). 
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Shared Global Priorities 

Both contexts highlight the importance of harmonization and comparability. Global standard setters should promote 

a baseline of disclosure requirements and foster collaboration among regulators. In doing so, both emerging and 

developed markets can reduce fragmentation, increase transparency, and improve investor confidence (Glaum, 

Landsman, & Wyrwa, 2020). 

6.6 Concluding Remarks on Implications 

This chapter has demonstrated that the implications of the study are multidimensional, cutting across theory, 

professional practice, and regulatory policymaking. The findings confirm that financial leasing is not merely an 

accounting arrangement but a governance mechanism, shaped by the interaction of measurement discretion, 

disclosure practices, and institutional contexts (Christensen & Nikolaev, 2020; Ball, 2022). 

At the theoretical level, the study extends agency theory, information asymmetry theory, and positive accounting theory 

by integrating them into a cross-country framework that highlights the conditional role of institutional environments 

(Hail, Leuz, & Wysocki, 2021). 

At the practical level, the results highlight the responsibilities of auditors, managers, and investors in strengthening 

reporting credibility. Professional judgment, transparent disclosure, and vigilant oversight emerge as key safeguards 

against opportunism in leasing transactions (Chircop et al., 2021; Altamuro et al., 2021). 

At the policy level, the study emphasizes that reforms must be context-sensitive. Emerging markets should prioritize 

enforcement and audit quality, while developed markets should refine disclosure requirements to address evolving 

risks and maintain comparability (Morricone et al., 2022; Glaum, Landsman, & Wyrwa, 2020). 

7. Conclusion  

7.1 Restating the Research Purpose and Context 

This study investigated the interplay between fair value measurement (FVM), earnings management (EM), and risk 

disclosure quality (RDQ) in financial leasing, contrasting emerging and developed markets. Motivated by concerns 

that fair value discretion may enable opportunism, particularly in weaker institutional contexts, the study sought to 

understand how disclosure and enforcement shape reporting credibility (Christensen & Nikolaev, 2020; Ball, 2022; 

Ball, 2022). 

7.2 Summary of Key Findings 

Four main findings emerged. First, FVM discretion—particularly Level 2 and 3 inputs—was positively associated 

with EM, confirming opportunistic risks (Giner & Pardo, 2021; Hail, Leuz & Wysocki, 2021; Christensen & Nikolaev, 

2020). Second, RDQ mitigated this effect, demonstrating disclosure’s governance role (Hail, Leuz, & Wysocki, 2021). 

Third, opportunism was stronger in emerging markets, highlighting institutional dependence (Morricone et al., 

2022). Finally, reporting outcomes reflected the interaction of measurement, disclosure, and governance institutions 

(Altamuro et al., 2021). 
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7.3 Theoretical Contributions 

The study enriches agency theory by stressing that discretion is context-dependent and moderated by enforcement 

(Ball, 2022). It advances information asymmetry theory by showing disclosure as a strategic governance mechanism 

(Hail et al., 2021). It contributes to positive accounting theory by evidencing context-driven accounting choices 

(Altamuro et al., 2021). Finally, its cross-country perspective extends international accounting research (Glaum, 

Landsman, & Wyrwa, 2020; Holthausen & Watts, 2020). 

7.4 Practical Contributions 

For auditors, results highlight the need for rigorous procedures to scrutinize fair value estimates, particularly Level 

3 inputs (Chircop et al., 2021). For managers, transparent disclosure reduces suspicion of opportunism and enhances 

credibility. For investors, disclosure quality signals earnings reliability, aiding valuation and decision-making 

(Morricone et al., 2022; Altamuro et al., 2021). 

7.5 Policy and Regulatory Contributions 

In emerging markets, reforms should prioritize stronger enforcement, audit quality, and mandated quantitative 

disclosures (Morricone et al., 2022). In developed markets, refinements are needed to address increasing valuation 

complexity and prevent misuse of discretion (Ball, 2022). At the global level, standard setters (IASB, IOSCO, IFAC) 

should pursue harmonization to reduce fragmentation (Hail et al., 2021; IASB, 2020; IOSCO, 2021). 

7.6 Limitations of the Study 

Limitations include reliance on accrual-based EM proxies, secondary data, and a sample restricted to selected 

countries. While these enhance comparability, they limit generalization beyond financial leasing contexts. Data 

covered 2017–2023, a period of regulatory transition; future developments may alter findings (Dechow, Ge, & 

Schrand, 2010; Giner & Pardo, 2021; Dechow, Ge & Schrand, 2010/2020). 

7.7 Directions for Future Research 

Future studies should expand to sector-specific leasing, other contractual mechanisms (e.g., securitizations), and 

frontier markets in Africa and Asia. Integrating technologies such as blockchain and AI into FVM and disclosure 

research is promising (Appelbaum, Kogan, & Vasarhelyi, 2021; Appelbaum, Kogan & Vasarhelyi, 2021; Liang & Riedl, 

2022). Longitudinal analyses could track how IFRS 16 and ASC 842 evolve with enforcement over time. 

7.8 Final Closing Statement 

This study demonstrates that financial leasing is both a technical and governance mechanism, shaped by the 

interaction of measurement, disclosure, and institutions. By offering context-sensitive insights and globally relevant 

recommendations, the research bridges theory, practice, and policy. Ultimately, it calls for reforms that enhance 

transparency and accountability, thereby strengthening trust in financial markets worldwide (Hail et al., 2021; 

Glaum et al., 2020). 
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