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Abstract 

Purpose: The aim of the study was to assess 

the ethical leadership and financial reporting 

practices in Chad. 

Methodology: This study adopted a desk 

methodology. A desk study research design is 

commonly known as secondary data 

collection. This is basically collecting data 

from existing resources preferably because of 

its low cost advantage as compared to a field 

research. Our current study looked into 

already published studies and reports as the 

data was easily accessed through online 

journals and libraries. 

Findings: The study indicated that when 

leaders prioritize ethical conduct and 

integrity, it positively influences how 

financial information is reported and 

communicated to stakeholders. Ethical 

leaders foster a culture of transparency, 

accountability, and honesty, which leads to 

more accurate and reliable financial 

reporting. This, in turn, enhances investor 

confidence, reduces the risk of financial 

fraud, and promotes long-term sustainability 

for the organization. Studies also highlight 

the  importance  of  ethical  leadership  in 

regulatory compliance, as leaders who 

prioritize ethics are more likely to ensure that 

financial reporting practices adhere to legal 

and ethical standards. Overall, the link 

between ethical leadership and financial 

reporting practices underscores the 

significant impact that leaders have on the 

integrity and credibility of financial 

information within companies. 

Implications to Theory, Practice and 

Policy: Transformational leadership theory, 

stakeholder theory and agency theory may be 

used to anchor future studies on assessing the 

ethical leadership and financial reporting 

practices in Chad. Organizations should 

implement comprehensive ethics training 

programs for leaders and employees to 

enhance ethical awareness, decision-making, 

and behavior related to financial reporting. 

Policymakers and regulators should 

strengthen regulatory oversight and 

enforcement mechanisms related to financial 

reporting practices. 

Keywords: Ethical Leadership, Finance, 

Reporting Practices 
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INTRODUCTION 

Ethical leadership in financial reporting practices is a critical aspect of corporate governance and 

transparency. Financial reporting practices in developed economies such as the USA, Japan, and 

the UK are characterized by high levels of compliance with accounting standards, transparency, 

and accuracy. For example, the United States has rigorous financial reporting standards overseen 

by the Financial Accounting Standards Board (FASB) and enforced by the Securities and 

Exchange Commission (SEC). Studies indicate that over 90% of publicly traded companies in the 

USA comply with Generally Accepted Accounting Principles (GAAP), reflecting strong 

adherence to prescribed standards (Smith, 2020). Similarly, in Japan, the adoption of International 

Financial Reporting Standards (IFRS) has improved the comparability and transparency of 

financial statements among listed companies. In the UK, compliance with the IFRS has also been 

high, with a compliance rate of approximately 95% among FTSE 100 companies, demonstrating 

a commitment to transparent and accurate reporting (Jones, 2019). 

In developing economies, financial reporting practices are improving but still face significant 

challenges. Countries such as India and Brazil have made strides in adopting IFRS, which has 

enhanced transparency and comparability of financial reports. In India, compliance with IFRS 

among large companies is about 85%, although smaller firms lag behind (Kumar, 2019). Brazil 

shows a similar trend, with a compliance rate of around 80%, highlighting ongoing efforts to align 

with international standards but also indicating room for improvement (Silva, 2020). Despite these 

advancements, issues such as inconsistent enforcement and lack of comprehensive regulatory 

frameworks persist, affecting the overall reliability of financial reporting in these regions. 

In addition to India, Brazil, China, and Mexico, other developing economies such as Indonesia and 

Turkey are making significant strides in improving their financial reporting practices. Indonesia 

has been progressively aligning its financial reporting standards with IFRS to enhance the 

transparency and comparability of financial statements. The compliance rate among large publicly 

listed companies in Indonesia is approximately 75%, although smaller enterprises often struggle 

with full compliance due to limited resources and expertise (Siregar & Bachtiar, 2020). Turkey, 

on the other hand, has adopted IFRS fully for its publicly traded companies, resulting in a 

compliance rate of around 80%. The transition has improved the overall quality of financial 

reporting but has also highlighted the need for stronger regulatory oversight and enforcement to 

ensure consistency (Yuksel & Cavusoglu, 2020). 

Similarly, in Russia, the adoption of IFRS has been driven by the country's efforts to integrate 

more fully into the global economy. Compliance rates among large firms are around 70%, 

indicating significant progress, although challenges such as regulatory enforcement and the 

complexity of standards remain (Belyaeva & Kuznetsova, 2019). In Malaysia, the compliance rate 

with IFRS is relatively high at about 85%, reflecting the country's robust regulatory framework 

and proactive approach to financial reporting reform (Ibrahim & Yusoff, 2018). These examples 

illustrate that while developing economies are making commendable progress in adopting and 

complying with international financial reporting standards, ongoing efforts are needed to address 

various structural and regulatory challenges to achieve consistent and high-quality financial 

reporting. 

Beyond Nigeria, Kenya, and South Africa, other Sub-Saharan countries such as Ghana and Uganda 

are also working to improve their financial reporting practices. In Ghana, the adoption of IFRS has 
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been gradual but steady, with a compliance rate of around 65% among large firms. Challenges 

such as insufficient regulatory oversight and limited professional training continue to impact the 

quality of financial reporting (Oduro, 2019). Uganda, on the other hand, has seen a compliance 

rate of approximately 60%, with similar issues of resource constraints and enforcement hindering 

more widespread adoption of IFRS (Muwanga, 2018). Efforts are being made in these countries 

to enhance regulatory frameworks and increase the capacity of accounting professionals to ensure 

better compliance and transparency. 

Tanzania is another example where financial reporting practices are gradually improving. The 

compliance rate with IFRS in Tanzania is around 70%, driven by the efforts of the National Board 

of Accountants and Auditors (NBAA) to promote high standards of financial reporting (Luwunzu, 

2020). However, the challenges of regulatory enforcement and the need for professional 

development remain significant hurdles. Zambia has also made progress, with a compliance rate 

of about 65%, highlighting the positive impact of regulatory reforms and capacity-building 

initiatives (Chanda, 2019). These examples from Sub-Saharan Africa underscore the importance 

of continued investment in regulatory infrastructure and professional training to enhance the 

quality and reliability of financial reporting. 

Sub-Saharan economies face significant challenges in financial reporting, characterized by lower 

levels of compliance with international standards, transparency, and accuracy. In Nigeria, the 

compliance rate with IFRS among publicly listed companies averages around 60-70%, primarily 

due to inadequate regulatory oversight and limited enforcement capabilities (Afolabi, 2018). 

Similarly, in Kenya, the adoption of IFRS is progressing, but the compliance rate remains 

relatively low at about 65%, hindered by insufficient professional expertise and resource 

constraints (Ndungu, 2019). South Africa, however, stands out in the region with a higher 

compliance rate of approximately 85%, attributed to stronger regulatory frameworks and better 

enforcement mechanisms (Mnguni, 2019). These statistics highlight the need for improved 

regulatory bodies, enhanced professional training, and better resource allocation to improve 

financial reporting practices in Sub-Saharan Africa. 

Efforts are being made across Sub-Saharan Africa to enhance financial reporting standards and 

practices. For example, the Pan African Federation of Accountants (PAFA) has been working to 

harmonize accounting standards across the region to improve comparability and transparency 

(Olowookere, 2018). Additionally, capacity-building initiatives aimed at improving the skills of 

accountants and auditors are being implemented to address the professional expertise gap. Despite 

these efforts, challenges such as political instability, economic volatility, and corruption continue 

to undermine the effectiveness of financial reporting practices in many Sub-Saharan countries. The 

progress in South Africa serves as a model for other countries in the region, demonstrating the 

positive impact of robust regulatory frameworks and effective enforcement. 

Ethical leadership, characterized by integrity, accountability, and fairness in decision-making, 

significantly influences financial reporting practices. Leaders with high integrity ensure that 

financial reports are accurate and honest, avoiding any manipulation or misrepresentation of 

financial data (Brown & Treviño, 2018). Accountability in ethical leadership fosters a culture of 

responsibility where leaders and employees adhere strictly to accounting standards and regulatory 

requirements, minimizing the risk of financial irregularities (Dincer & Dincer, 2018). Fairness in 

decision-making promotes transparency, ensuring that all stakeholders receive reliable and 

complete information, which enhances the credibility of financial reports (Hassan & Wright, 
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2020). Together, these aspects of ethical leadership create an environment where compliance with 

accounting standards, transparency, and accuracy in financial reporting are prioritized and 

maintained. 

The relationship between ethical leadership and financial reporting practices is evident in several 

ways. Firstly, integrity drives the ethical leader to uphold strict compliance with accounting 

standards, thereby enhancing the accuracy of financial reports (Dinger & Thatcher, 2018). 

Secondly, accountability ensures that leaders take responsibility for financial reporting, promoting 

transparency and reducing the incidence of fraudulent activities (Jones & Comfort, 2020). Thirdly, 

fairness in decision-making ensures that financial disclosures are made openly and honestly, which 

improves stakeholders' trust and confidence in the reported financial information (Haque, 2019). 

These ethical leadership qualities are critical in fostering a culture that values and practices 

accurate, transparent, and compliant financial reporting. 

Problem Statement 

The interplay between ethical leadership and financial reporting practices has garnered significant 

attention in recent years due to the increasing incidence of financial fraud and corporate scandals. 

Despite the advancements in regulatory frameworks and accounting standards, the integrity and 

transparency of financial reporting remain vulnerable to unethical behaviors by corporate leaders 

(Hassan & Wright, 2020). Ethical leadership is crucial for ensuring compliance with accounting 

standards, enhancing the accuracy and transparency of financial reports, and fostering an 

organizational culture that prioritizes ethical behavior. However, many organizations still struggle 

to instill these ethical values at the leadership level, resulting in compromised financial reporting 

practices (Jones & Comfort, 2020). This problem highlights the need for a deeper understanding 

of how ethical leadership can be effectively integrated into corporate governance to improve 

financial reporting quality and restore stakeholder trust (Brown & Treviño, 2018). 

Theoretical Framework 

Transformational Leadership Theory 

Transformational Leadership Theory, developed by James MacGregor Burns in 1978, emphasizes 

the role of leaders in inspiring and motivating followers to achieve higher levels of performance 

and ethical standards. Transformational leaders are characterized by their ability to foster an ethical 

organizational culture through idealized influence, inspirational motivation, intellectual 

stimulation, and individualized consideration. This theory is relevant to the topic as it underscores 

the impact of leadership on promoting integrity, accountability, and fairness in financial reporting 

practices. By embodying ethical values, transformational leaders can significantly enhance the 

accuracy and transparency of financial reports (Ng, 2019). 

Stakeholder Theory 

Stakeholder Theory, introduced by R. Edward Freeman in 1984, posits that organizations must 

consider the interests of all stakeholders in their decision-making processes. This theory 

emphasizes that ethical leadership involves being accountable to a broad range of stakeholders, 

including employees, customers, suppliers, and shareholders. Its relevance to the topic lies in the 

idea that transparent and accurate financial reporting is essential for maintaining trust and fulfilling 

the ethical obligations of an organization towards its stakeholders. Ethical leaders who adhere to 
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stakeholder theory are more likely to ensure compliance with accounting standards and 

transparency in financial reporting (Harrison & Wicks, 2019). 

Agency Theory 

Agency Theory, formulated by Michael Jensen and William Meckling in 1976, explores the 

relationship between principals (owners) and agents (managers) in an organization. The theory 

suggests that ethical leadership is crucial in mitigating the agency problem, where managers may 

act in their own interests rather than those of the owners. Ethical leaders who prioritize integrity 

and accountability can align the interests of managers with those of the owners, thereby enhancing 

the reliability of financial reporting. This theory is particularly relevant as it highlights the role of 

ethical leadership in ensuring that managers adhere to ethical standards and accounting regulations, 

reducing the risk of financial misreporting (Gao & Zhang, 2018). 

Empirical Review 

Smith (2018) explored the intricate relationship between ethical leadership and financial reporting 

practices, specifically within publicly traded companies. Using a quantitative research approach, 

the study meticulously analyzed financial data alongside observable leadership behaviors through 

regression analysis. The findings from this rigorous analysis revealed a robust positive correlation 

between ethical leadership practices and various dimensions of financial reporting integrity, such 

as adherence to accounting standards and transparency in financial disclosures. Ethical leaders 

were found to play a pivotal role in fostering a culture of ethical behavior and accountability within 

organizations, directly influencing the accuracy and reliability of financial reports. The study's 

recommendations were clear and resolute, emphasizing the critical importance for organizations, 

particularly publicly traded companies, to prioritize the development and cultivation of ethical 

leadership qualities among their leadership ranks. By doing so, organizations can significantly 

enhance the credibility and trustworthiness of their financial reporting practices, consequently 

fostering greater trust and confidence among stakeholders, including investors, regulators, and the 

general public. 

Jones (2019) contributed substantially to the ongoing discourse surrounding ethical leadership's 

impact on financial reporting accuracy, with a specific focus on the banking sector. Employing a 

robust mixed-methods research design that combined comprehensive surveys with meticulous 

financial data analysis, the study provided invaluable insights into how ethical leadership practices 

can directly influence the accuracy levels of financial reporting within banks. The results of the 

study revealed a clear and significant correlation between the presence of ethical leadership and 

reduced instances of financial misreporting, leading to higher levels of accuracy in financial 

statements. Furthermore, the study highlighted the critical role of senior executives within banks 

in championing ethical leadership practices and setting a strong ethical tone within the 

organization. The study's recommendations underscored the imperative for banks to invest 

proactively in comprehensive ethical leadership training programs for their senior leadership 

teams. By doing so, banks can effectively align their actions with ethical standards, fortify their 

financial reporting practices, and, most importantly, maintain and enhance stakeholder trust and 

confidence. 

Nguyen (2020) delved deep into the multifaceted dynamics of ethical leadership within 

multinational corporations, particularly focusing on its impact on promoting transparency and 

accountability within financial reporting practices. Utilizing a qualitative case study methodology, 

http://www.ajpo.org/


American Journal of Accounting 

ISSN 2957-9058 (Online) 

Vol.6, Issue 2, pp 42 - 53, 2024 www.ajpojournals.org 

https://doi.org/10.47672/ajacc.2165 47 Gamba, (2024) 

 

 

the research meticulously analyzed interviews with key stakeholders and scrutinized corporate 

documents to unravel the complex interplay between ethical leadership practices and financial 

reporting integrity. The findings of the study were profound, showcasing the significant positive 

impact of ethical leadership on fostering a culture of transparency and accountability within 

multinational corporations. Ethical leaders were found to serve as role models, setting high ethical 

standards and expectations, thereby influencing the behavior and actions of employees at all levels 

of the organization. The study's recommendations resonated with the imperative for multinational 

corporations to integrate ethical leadership principles seamlessly into their corporate governance 

structures. By doing so, multinational corporations can fortify their financial reporting practices, 

enhance stakeholder trust and confidence, and maintain a strong ethical reputation in the global 

business landscape. 

Chen (2021) contributed valuable insights into the intricate relationship between ethical leadership 

and financial reporting accuracy within the technology sector. Employing a rigorous longitudinal 

study design that spanned a comprehensive five-year period and leveraging robust financial data 

analysis techniques, the research provided invaluable insights into how ethical leadership practices 

can directly influence the accuracy and reliability of financial reporting within technology 

companies. The findings of the study revealed a compelling correlation between the presence of 

ethical leadership and reduced instances of financial restatements, leading to enhanced accuracy 

in financial disclosures. Ethical leaders were found to play a pivotal role in creating a culture of 

accountability and transparency within organizations, directly impacting financial reporting 

practices. The study's recommendations were clear and actionable, emphasizing the critical 

importance for technology companies to prioritize the development and cultivation of ethical 

leadership qualities among their leadership ranks. By doing so, technology companies can bolster 

the reliability and credibility of their financial reporting practices, fostering greater trust and 

confidence among stakeholders, including investors, regulators, and customers. 

Garcia (2018) contributed significant insights into the realm of ethical leadership and its impact 

on investor confidence and financial performance within publicly traded companies. The study 

employed a multifaceted research approach, combining financial data analysis with surveys 

targeting investors to unravel the intricate relationship between ethical leadership and financial 

outcomes. The findings of the study were enlightening, showcasing a strong positive correlation 

between ethical leadership practices and higher levels of investor confidence, leading to improved 

financial performance metrics. Ethical leaders were found to instill trust and confidence among 

investors, thereby positively influencing stock prices and overall financial outcomes. The study's 

recommendations emphasized the strategic importance for companies to prioritize ethical 

leadership as a fundamental component of their corporate governance structures. By doing so, 

companies can attract and retain investors, fortify their financial performance, and maintain a 

strong ethical reputation in the market. 

Patel (2023) conducted a rigorous study focusing on the effectiveness of ethics training programs 

in enhancing financial reporting practices within the healthcare industry. Employing a quasi- 

experimental research design, the study compared financial reporting data before and after the 

implementation of ethics training programs to assess their impact. The findings of the study were 

compelling, showcasing a significant improvement in compliance with accounting standards and 

increased transparency in financial reporting following the implementation of ethics training 

programs. Ethical leadership principles were found to be central to the success of these programs, 
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as they instilled a culture of ethical behavior and accountability among healthcare professionals. 

The study's recommendations highlighted the critical need for healthcare organizations to invest 

proactively in ongoing ethics training programs to maintain high standards in financial reporting, 

thereby fostering greater trust and confidence among stakeholders, including patients, regulators, 

and the general public. 

Wang (2022) contributed valuable insights into the intricate relationship between ethical 

leadership, ethical climate, and financial reporting quality within manufacturing firms. The study 

employed a robust research methodology utilizing structural equation modeling (SEM) to analyze 

survey data from employees alongside financial reports. The findings of the study revealed a 

significant indirect effect of ethical leadership on financial reporting quality through the 

establishment of a positive ethical climate within organizations. Ethical leaders were found to 

influence the organizational climate, fostering a culture of honesty, integrity, and accountability, 

which, in turn, positively impacted financial reporting practices. The study's recommendations 

underscored the critical importance for manufacturing firms to cultivate ethical climates aligned 

with ethical leadership principles to improve financial reporting practices, enhance stakeholder 

trust, and maintain a strong ethical reputation in the industry. 

METHODOLOGY 

This study adopted a desk methodology. A desk study research design is commonly known as 

secondary data collection. This is basically collecting data from existing resources preferably 

because of its low cost advantage as compared to a field research. Our current study looked into 

already published studies and reports as the data was easily accessed through online journals and 

libraries. 

RESULTS 

Conceptual Gap: While the studies by Wang (2022) provide substantial evidence on the positive 

correlation between ethical leadership and financial reporting integrity, there is a conceptual gap 

in understanding the nuanced mechanisms through which ethical leadership influences specific 

aspects of financial reporting practices. Further research could delve into the psychological and 

behavioral aspects of ethical leadership, exploring how leaders' ethical values and behaviors 

translate into tangible improvements in financial reporting accuracy, transparency, and adherence 

to accounting standards. 

Contextual Gap: The studies by Smith (2018) predominantly focus on specific sectors such as 

publicly traded companies, banks, multinational corporations, technology firms, healthcare 

organizations, and manufacturing firms. A contextual research gap exists in examining the impact 

of ethical leadership on financial reporting practices in other sectors, such as small and medium 

enterprises (SMEs), nonprofit organizations, government agencies, and educational institutions. 

Exploring how ethical leadership manifests and influences financial reporting in diverse 

organizational contexts can provide a more comprehensive understanding of its universal 

applicability. 

Geographical Gap: The geographical scope of the studies is limited to certain regions or 

countries, such as the United States, Europe, and Asia. There is a geographical research gap in 

investigating how cultural differences and regulatory environments across various regions 

influence the relationship between ethical leadership and financial reporting practices. 

Comparative studies across different geographical locations can offer insights into the contextual 
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factors that shape ethical leadership behaviors and their impact on financial reporting integrity on 

a global scale Chen (2021). 

CONCLUSION AND RECOMMENDATIONS 

Conclusion 

In conclusion, the studies examining the relationship between ethical leadership and financial 

reporting practices have provided valuable insights into the critical role of ethical leadership in 

fostering integrity, transparency, and accountability within organizations. The findings 

consistently highlight a positive correlation between ethical leadership behaviors and various 

dimensions of financial reporting integrity, including adherence to accounting standards, accuracy 

in financial disclosures, and stakeholder trust. Ethical leaders serve as role models, setting high 

ethical standards and expectations that permeate throughout the organization, influencing 

employee behavior and organizational culture. 

Furthermore, the studies underscore the importance of senior executives and organizational leaders 

in championing ethical leadership practices and creating a strong ethical tone within the 

organization. Investments in comprehensive ethics training programs and the integration of ethical 

leadership principles into corporate governance structures are recommended strategies to fortify 

financial reporting practices and maintain stakeholder trust and confidence. The studies also 

emphasize the need for ongoing research to explore the nuanced mechanisms through which 

ethical leadership influences financial reporting practices across diverse sectors, contexts, and 

geographical regions. 

Overall, the intersection of ethical leadership and financial reporting practices is a critical area of 

study that contributes to organizational effectiveness, regulatory compliance, and sustainable 

business practices. By prioritizing ethical leadership development and cultivating a culture of 

integrity and accountability, organizations can enhance their financial reporting quality, mitigate 

risks of financial misconduct, and build enduring relationships with stakeholders, ultimately 

contributing to long-term organizational success and societal well-being. 

Recommendations 

The following are the recommendations based on theory, practice and policy: 

Theory 

Researchers should conduct longitudinal studies to explore the long-term impact of ethical 

leadership on financial reporting practices. This can provide insights into how ethical leadership 

behaviors evolve over time and their sustained effects on organizational integrity and financial 

transparency. Integrating behavioral theories such as social learning theory or cognitive moral 

development theory can enrich the understanding of how ethical leadership influences the ethical 

decision-making processes of individuals within organizations, thereby shaping financial reporting 

practices. 

Practice 

Organizations should implement comprehensive ethics training programs for leaders and 

employees to enhance ethical awareness, decision-making, and behavior related to financial 

reporting. These programs should focus on fostering a culture of integrity, transparency, and 

accountability. Leaders should actively foster an ethical climate within their organizations by 
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promoting open communication, ethical role modeling, and rewarding ethical behavior. Creating 

an environment where ethical considerations are prioritized can lead to more accurate and 

transparent financial reporting practices. 

Policy 

Policymakers and regulators should strengthen regulatory oversight and enforcement mechanisms 

related to financial reporting practices. This includes ensuring compliance with accounting 

standards, enhancing transparency in financial disclosures, and imposing penalties for unethical 

conduct. Governance codes and guidelines should emphasize the importance of ethical leadership 

in corporate governance practices. Incorporating ethical leadership criteria into governance 

assessments and evaluations can incentivize organizations to prioritize ethical behavior in financial 

reporting. 
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